
17 Agreement ("Grant Agreement"), the City is required to enter into subcontracts with

18 organizations that provide housing and supportive services to the homeless and the City

19 has selected Organization as a sub-recipient of grant funds; and

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

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

22 and program accountability by the City;

23 NOW, THEREFORE, in consideration of the terms and conditions

24 contained herein, the parties agree as follows:

26 Agreement is incorporated herein by this reference. Organization shall comply fully with

27 the Grant Agreement.

28 III
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CONTRACT FOR CONTINUUM OF CARE

33573
THIS CONTRACT FOR CONTINUUM OF CARE PROGRAM (this

"Contract") is made and entered into, in duplicate, as of July 17, 2014 for reference

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

Beach at its meeting on August 13, 2013, by and between MENTAL HEALTH AMERICA

OF LOS ANGELES, a California nonprofit corporation ("Organization"), whose address is

100 W. Broadway, Suite 5010 Long Beach, California 90802, and the CITY OF LONG

BEACH, a municipal corporation (the "City").

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

Housing and Urban Development ("HUD") called the "Continuum of Care Program" which

deals with the needs of the homeless; and

WHEREAS, Organization provides one or more of the following: transitional

housing, permanent housing, human or social services to low-income and homeless

residents; and

WHEREAS, as part of the 2013 Continuum of Care Program Grant

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

1
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Section 2.

A. Organization shall provide supportive services in conjunction

with housing, outreach and assessment, transitional housing and supportive

services, and permanent housing or permanent supportive housing to meet the

long-term needs of the homeless in accordance with the Grant Agreement,

Attachment "A" entitled "Scope of Work", Attachment "B" entitled "Budget",

Attachment "C" entitled "Compliance with Federal Regulations", Attachment "0"

entitled "Office of Management and Budget ("OMB") Circular A-110" as it may be

amended from time to time, Attachment "E" entitled "2 CFR Part 230 - Cost

Principles for Non-Profit Organizations (OMB Circular A-122), as it may be

amended from time to time, Attachment "F" entitled "OMB Circular A-133" as it

may be amended from time to time, Attachment "G" entitled "Health Information in

Compliance with the Health Insurance Portability and Accountability Act of 1996

(HIPAA) and the Health Information Technology for Economic and Clinical Health

Act (HITECH Act) Business Associate Agreement", Attachment "H" entitled

"Certification Regarding Debarment", and Attachment "I" entitled "Certification

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

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

been provided to Organization and are incorporated by this reference.

B. Organization shall be responsible for adherence to all policies,

procedures, rules and regulations as noted in sources including but not limited to

HUD Continuum of Care NOFA (Notice of Funding Availability), OMB Circulars,

Code of Federal Regulations, United States Codes, City of Long Beach Grants

Monitoring Guidelines, this Contract, the Grant Agreement, the Request for

Proposal ("RFP") and Organization's proposal in response to the RFP. In addition

to and without in any way limiting the foregoing, Organization shall comply with all

laws and regulations set forth in 24 CFR Part 578.

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

2
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September 1, 2014 [Beginning of operational period of the grant], and, unless sooner

terminated as provided herein, shall terminate at 11:59 p.m. on December 31, 2015 [6

months after the end of the operational period].

Section 4.

A. Organization shall affirmatively and aggressively use its best

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

available to continue the services identified in this Contract. 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 Three Hundred Sixty-Eight Thousand Eighty-One

Dollars ($368,081) over the term of this Contract. Upon execution of this Contract,

the City shall disburse funds payable hereunder in due course of payments

following receipt from Organization of billing statements in a form approved by the

City showing expenditures and costs identified in Attachment "B".

C. The City shall pay to Organization the amounts specified in

Attachment "B" for the categories, criteria and rates established in that

Attachment. Organization may, with the prior written approval of the Director of

the City's Department of Health and Human Services, or his designee, make

adjustments within and among the categories of expenditures in Attachment "B"

and modify the performance to be rendered hereunder stated in Attachment "An;

provided, however, that such adjustment(s) shall not cause the amount of the total

budget stated in Attachment "B" to be exceeded.

D. Organization shall prepare monthly invoices and submit them

to the City within fifteen (15) days after the end of the month 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

3
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within the 15-day period may result in late payment from the City. Submission of

incorrect invoices or inadequate documentation shall result in the suspension of

payment from the City. 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. Each calendar quarter Organization shall, no later than fifteen

(15) days after the end of each quarter, submit to the City copies of cancelled

checks and other documents supporting the charges and required matching funds

in the invoices submitted during the previous quarter.

G. The City closes its fiscal year during the months of August

and September; Organization acknowledges and agrees that the City's payment of

invoices will be slightly slower during that time.

H. No later than thirty (30) days after the completion of the

Operational Year during the term of this Contract, Organization shall submit to the

City a final invoice, backup documentation supporting administrative fees and APR

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, or certified APR within thirty (30) days of the end of

the Operational Year.

I. If the City is unable to draw down funds from HUD for

reimbursement to Organization due to failure of Organization to submit required
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fiscal and programmatic documents within thirty (30) 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

and certified APR within thirty (30) days after the end of the Operational Year may

result in loss of reimbursement of funds.

J. 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 this Contract, as determined by

the City in its sole discretion, after being notified of such breach by the City.

K. 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 the City will terminate all activities of Organization
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under this Contract and pursue appropriate legal action to collect the funds.

Alternatively, to the extent the City has been refusing payment of any invoices, the

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

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

improperly used.

S. 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 the representative.

C. Organization shall comply with HUD's Homeless Management

Information System (HMIS) requirements and ensure full participation in the City's

HMIS. Organizations that provide domestic violence and legal services have been

permitted by HUD to use a comparable database to capture required data

elements that comply with HMIS data and HUD reporting requirements.

D. If Organization spends Five Hundred Thousand Dollars

($500,000) or more in Federal funds in an Operational Year, then Organization

shall submit an audit report to the City in accordance with OMS 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 Five Hundred Thousand

Dollars ($500,000) in Federal grant funds in an Operational Year, submission of

the audited financial statement is required.

Section 6.
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A. Organization will maintain the confidentiality of records

pertaining to any individual or family that was provided family violence prevention

or treatment services through the project.

B. The address or location of any family violence project assisted

with grant funds will not be made public, except with written authorization of the

person responsible for the operation of such project.

C. Organization will establish policies and practices that are

consistent with, and do not restrict, the exercise of rights provided by subtitle B of

title VII of the Homeless Emergency Assistance and Rapid Transition to Housing

(HEARTH) Act and other laws relating to the provision of educational and related

services to individuals and families experiencing homelessness.

D. In the case of a project that provides housing or services to

families, Organization will designate a staff person to be responsible for ensuring

that children being served in the program are enrolled in school and connected to

appropriate services in the community, including early childhood programs such as

Head Start, part C of the Individuals with Disabilities Education Act, and programs

authorized under subtitle B of title VII of the Act.

E. Organization, it officers, and employees are not debarred or

suspended from doing business with the Federal Government.

F. Organization will provide information, such as data and

reports, as required by HUD.

Section 7.

A. In the performance of this Contract, Organization shall not

discriminate against any employee, applicant for employment or service, or

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

orientation, gender identity, AIDS, HIV Status, 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
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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; layoff or termination; rates of

pay or other forms of compensation; and selection for training, including

apprenticeship.

B. Organization shall permit access by the City or any other

agency of the County, State or Federal governments to 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 8.

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 in this Contract. Organization expressly warrants that it will

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

volunteers, subscribers, members, officers or employees are in any manner

officials, employees or agents of the City. Organization shall not have any

authority to bind the City for any purpose.

B. Organization acknowledges and agrees that (a) the City will

not withhold taxes of any kind from Organization's compensation, (b) the City will

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

Organization's behalf, and (c) the City will not provide, and Organization and

Organization's employees are not entitled to any of the usual and customary

rights, benefits or privileges of City employees.

Section 9. 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 therein or any portion thereof, without the prior
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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.

Section 10. Organization shall indemnify and hold harmless the City, its

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

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

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

and expert and witness fees) (collectively "Claims" or individually "Claim") arising, directly

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

agents, subcontractors or anyone under Organization's control (collectively "Indemnitor"),

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

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

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

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

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

shall notify the City of any Claim within ten (10) days. Likewise, the City shall notify

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

shall assist Organization, as may be reasonably requested, in such defense.

Section 11.

A. Organization shall procure and maintain at Organization's

expense (which expense may be submitted to the City for reimbursement from

grant funds allocated to Organization if itemized on Attachment "B") for the

duration of this Contract the following insurance and bond against claims for

injuries to persons or damage to property that may arise from or in connection with

the performance of this Contract by Organization, its agents, representatives,

employees, volunteers or subcontractors.

(1) Commercial general liability insurance (equivalent in

scope to ISO form CG 00 01 11 85 or CG 00 01 1093) in an amount not less
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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

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 the 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 Commission, 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
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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 satisfaction of the City's Risk Manager that Organization has no

exposure, that the coverage is unavailable, or that the coverage is unaffordable. If

a request for a waiver is desired, Organization must submit a signed document on

Organization's letterhead to the Director of the City's Department of Health and

Human Services, who will forward it to the City's Risk Manager, providing reasons

why the insurance coverage should be waived. Waivers will be considered on a

case by case basis.

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

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

his/her designee and shall protect the City, its Boards and Commission, and their

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

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

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

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

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

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

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

been voided by the insurer or cancelled by the insured.

C. Organization shall require that all contractors and

subcontractors that Organization uses in the performance of services under this

Contract maintain insurance in compliance with this Section unless otherwise

agreed in writing by the 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

28 endorsements for approval as to sufficiency and form. The certificate and
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endorsements for each insurance policy shall contain the original signature of a

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

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

furnish to the City certificates of insurance and endorsements evidencing renewal

of the 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 these insurance requirements

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 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 12.

A. Organization certifies that, if grant funds are used for

renovation or conversion of the building for which the grant funds will be used,

then the building must be maintained as a shelter for or provide supportive

services to homeless individuals for not less than ten (10) years nor more than

fifteen (15) years according to a written determination delivered to Organization by

the City, and such determination shall state when the applicable period of time

shall commence and terminate in accordance with 24 CFR Part 578.81.

B. Organization certifies that the building for which the grant

12
ARW:bg A14-01695
L:lAppsIClyLaw32IWPDocsID029IP021100478837.doc



1

2

3

4

5

6

7

8

9

10

11
0cu ».2 12z~LJ..'<l"c:::•....clDOO;::lD

I=~~-;t 13»""00«:t:!iico
~u>o_ Q)O'l 14-Z"S«USZOUwc:::lXl::C«c.£ 15f-c...lll~LJ..(I)OQ)
OWOlXlW-l-Cl 16UC:::Ulc.
-«~oLJ..::c-lLJ..UM 17o MM

18

19

20

21

22

23

24

25

26

27

28

funds will be used for supportive services, assessment and/or homeless

prevention services shall be maintained as a shelter or provider of programs for

homeless individuals during the term of this Contract.

C. 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.

D. Organization shall not commence services until the City's

Development Services has completed an environmental review under 24 CFR Part

50, and Organization shall not commence such services until the City informs

Organization of the completion and conditions of said environmental review.

E. Organization shall provide reports as required by the City and

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

F. In addition to, and not in substitution for, other terms of this

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

supportive services only or housing pursuant to 24 CFR Part 578, and except as

described in Section 11.G below, Organization shall not:

(1) Represent that it is, or may be deemed to be, a

religious or denominational institution or organization or an organization

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

connection with a religious or denominational institution or organization.

(2) In connection with costs of services hereunder, engage

in the following conduct:

(a) discriminate against any employee or applicant

for employment on the basis of religion;

(b) discriminate against any person seeking housing

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

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

religion;
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(c) provide religious instruction or counseling,

conduct religious worship or services, engage in religious

proselytizing, or exert other religious influence in the provision of

services or the use of facilities and furnishings;

(3) In the portion of the facility used for 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, contain

sectarian religious symbols or decorations.

G. Organizations that are religious or faith-based are eligible, on

the same basis as any other organization, to participate in the Continuum of Care

Homeless Assistance program. However, an organization that participates in a

HUD funded program shall comply with the following provisions if it is deemed to

be a religious or faith-based organization.

(1) Organization may not engage in inherently religious

activities, such as worship, religious instruction, or proselytization, as part of

the programs or services funded under this Contract.

If Organization conducts such activities, the activities must be

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

under this Contract, and participation must be voluntary for the beneficiaries

of the HUD funded programs or services.

(2) A religious or faith-based organization will retain its

independence from Federal, State, and local governments, and may

continue to carry out its mission, including the definition, practice, and

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

funds to support any inherently religious activities, such as worship,

religious instruction, or proselytization.

A religious or faith-based organization may use space in their

facilities to provide HUD funded services, without removing religious art,
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icons, scriptures, or other religious symbols.

A religious or faith-based organization retains its authority

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

organization's name, select its board members on a religious basis, and

include religious references in its organization's mission statements and

other governing documents.

(3) A religious or faith-based organization shall not, in

providing program assistance, discriminate against a program beneficiary or

prospective program beneficiary on the basis of religion or religious belief.

(4) HUD funds may not be used for the acquisition,

construction or rehabilitation of structures to the extent that those structures

are used for inherently religious activities.

HUD funds may be used for the acquisition, construction, or

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

for conducting eligible activities under this Section. Where a structure is

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

exceed the cost of those portions of the acquisition, construction, or

rehabilitation that are attributable to eligible activities in accordance with the

cost accounting requirements applicable to HUD funds herein. Sanctuaries,

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

its principal place of worship, however, are ineligible for HUD funded

improvements. Disposition of real property after the term of the grant, or

any change in use of the property during the term of the grant, is subject to

government-wide regulations governing real property dispositions.

H. Organization shall provide homeless individuals and/or

families with assistance in obtaining:

(1) Appropriate supportive services, including transitional

housing, permanent housing, physical health treatment, mental health

15
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10 Debarment in the form shown on Attachment "H".
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1

2

3

4

5

treatment, counseling, supervision and other services essential for

achieving independent living; and

(2) Other Federal, State, and local private assistance

available for such individuals, including mainstream resources.

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

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

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

8 promulgated by HUD.

9 J. Organization shall execute a Certification Regarding

K. Organization shall execute a Certification Regarding Lobbying

in the form shown on Attachment "I".

Section 13. 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 14. 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 Organization's budget, requests

for changes to Organization's application for grant funds and requests for changes to

Organization's Technical Submission.

Section 15. All notices given hereunder this Contract shall be in writing

16
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Section 16. 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

his/her designee in connection with this Contract shall be final.

Section 17. Organization shall have the right to terminate this Contract at

any time for any reason by giving ninety (90) days prior notice of termination to the 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 18. This Contract, including all exhibits and attachments hereto,

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

oral or written, with respect to the subject matter herein.

Section 19. This Contract shall not be amended, nor any provision or

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

21 Contract.

22 Section 20. The acceptance of any service or payment of any money by

23 the City shall not operate as a waiver of any provision of this Contract, or of any right to

24 damages or indemnity stated herein. The waiver of any breach of this Contract shall not

25 constitute a waiver of any other or subsequent breach of this Contract.

26 Section 21. This Contract shall be governed by and construed pursuant to

27 the laws of the State of California, without regard to conflicts of law principles.

28 Section 22. In the event of any conflict or ambiguity between this Contract
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and personally delivered or deposited in the U.S. Postal Service, certified mail, return

receipt requested, to the City at 2525 Grand Avenue, Long Beach, California 90815 Attn:

Homeless Services Officer, and to Organization at the address first stated above. 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 for other notices.

ARW:bg A14-01695
L:lAppslClyLaw32lWPDocslD029lP021 \00478837 .doc



1
2
3
4
5
6
7
8
9
10
11L-a

~ >,.2 12z~u.va:::L-'cCOO.9~CD~«...."f 13-N
>'"E 0«:!:lllCO~u>o_ Q)0) 14-Z"5«Uszauwa:::OJJ:«c..c 15l-a.lllO

u.CI)8111OwOOJWi:i!1ijOl 16~«Q)5u.J:$:...JU.UM 17o MM
18
19
20
21
22
23
24
25
26
27
28

and one or more attachments, the provisions of this Contract shall govern.

IN WITNESS WHEREOF, the parties have signed this document with all

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

_--?~-+-'~_Z- ,2014

__________ ,2014 By _
Name _
Title _

"Organization"

,2014

CITY OF LONG BEACH, a municipal
corporation .... . AssIstantCity Mona ar

BY~ ~~~~;NU~~1 ~
THE CITY CHAR ER.

"City"

This Contract is approved as to form on Q if. ;2.... ,2014.

CHAR ES PARKIN, City Attorney

By .J..::,,.£!!!lI'4--J4Ll>oG'-----=:::::::::--------
Deputy
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City of Long Beach
2013 Continuum of Care (CoC) Program

Scope of Work
Long Beach Street

Agency: Mental Health America of Los Angeles Program name: to Home

HUD Grant: CA1254U9D061300 CLB Contract: PENDING

Program Objective: The City of Long Beach and Mental Health America of Los Angeles (MHA)
propose a new Permanent Supportive Housing project with twenty one units for chronically homeless
individuals with serious mental illness.

The Long Beach Street to Home project is a permanent housing project for persons with chronic
mental illness who also meet HUD's definition of Chronically Homeless. Its purpose is to help these
disabled individuals obtain and remain in stable housing. Using a "no wrong-door, no-fail" approach to
services and the evidence-based practices Housing First and Harm Reduction, the project will use a
Navigator street outreach and case management approach to help participants locate, apply for, and
move into scattered-site apartment units. To incorporate high-support qualities of service into a
scattered-site approach, the project includes both on-site (in the individual's unit) and community-
based supportive services in the form of outreach, intensive case management and mental health
services, including the part-time services of a Mental Health Nurse to oversee and coordinate the
physical and mental health needs of medically vulnerable individuals who have co-morbidities,
particularl subtance abuse issues. Once housed, case management and wrap around services will be
provided to ensure the participants achieve long-term housing stability.

Additional HEARTH Act and Long Beach Continuum of Care (CoC) Compliance Requirements

The agency will participate in community outreach and engagement activities and link participants to the
broader base of CoC programs and services. The agency will participate in the Long Beach CoC
Centralized and Coordinated Assessment System through the Multi-Service Center which coordinates
intake, assessment, and provision of referral services. The agency will conduct an annual evaluation of
all program participants and determine the need for ongoing housing subsidies and/or supportive
services to help participants achieve greater levels of independence and to re-integrate into their
community.

Outcomes/Performance Measures

Universe # Taraet# Target %
Persons remaining in permanent housing as

1
of the end of the operating year or exiting to

21 17 81%
permanent housing (subsidized or
unsubsidzed) during the operating year.
Persons age 18 and older who maintained or

2
increased their total income (from all

21 14 67%
sources) as of the end of the operating year
or program exit.

The % of persons (adults and children) who
remained in the permanent housing program

3 (subsidized or unsubsidized) for 181 days (6- 21 16 76%
months) or longer as of the end of the
operating year.

Note: Universe number reflects project participant chart PIT

.----~-~.
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45422 Federal Register/Vol. 77. No. 147/Tuesday. July 31. 2012/Rules and Regulations

DEPARTMENTOF HOUSING AND
URBAN DEVELOPMENT

24 CFR Part 578
[DocketNo. FR-5476-1~1]
RIN 2506-AC29

Home'ess Emergency Assistance and
Rapid Transition to Housing:
Continuum of Care Program
AGENCY: Office of the Assistant
Secretary for Community Planning and
Development, HUD.
ACTION: Interim rule.

SUMMARY: The Homeless Emergency
Assistance and Rapid Transition to
Housing Act of 2009 (HEARTHAct),
enacted into law on May 20, 2009,
.consolidates three of the separate
homeless assistance programs
administered by Hun under the
McKinney-Vento Homeless Assistance
Act into a single grant program, and
revises the Emergency Shelter Grants
program and renames it the Emergency
Solutions Grants program. The HEARTH
Act also codifies in law the Continuum
of Care planning process, a longstanding
part of Hun's application process to
assist homeless persons by providing
greater coordination in responding to
their needs. The HEARTHAct also
directs HUD to promulgate regulations
for these new programs and processes.
This interim rule focuses on

regulatory implementation of the
Continuum of Care program, including
the Continuum of Care planning
process. The existing homeless
assistance programs that comprise the
Continuum of Care program are the
following: the Supportive Housing
program, the Shelter Plus Care program,
and the Moderate Rehabilitation/Single
Room Occupancy (SRO)program. This
rule establishee the regulations for the
Continuum of Care program, and,
through the establishment of such
regulations, the funding made available
for the Continuum of Care program in
the statute appropriating Fiscal Year
(FY)2012 funding for HUD can more
quickly be disbursed, consistent with
the HEARTHAct requirements, and
avoid any disruption in current
Continuum of Care activities.
DATES: Effective Date:August 30, 2012.

Comment Due Date. October 1, 2012.
ADDRESSES: Interested persons are
invited to submit comments regarding
this rule to the Regulations Division,
Office of General Counsel, 451 7th
Street SW., Room 10276, Department of
Housing and Urban Development,
Washington, DC20410-0500.
Communications must refer to the above

docket number and title. There are two
methods for submitting public
comments. All submissions must refer
to the above docket number and title.

1. Submission of Comments by Mail.
Comments may he submitted by mail to
the Regulations Division, Office of
General Counsel, Department of
Housing and Urban Development, 451
7th Street SW., Room 10276,
Washington, DC 20410-0500.

2. Electronic Submission of
Comments. Interested persons may
submit comments electronically through
the Federal eRulemaking Portal at
www.1'8gulations.gov.HUD strongly
encourages commenters to submit
comments electronically. Electronic
submission of comments allows the
commenter maximum time to prepare
and submit a comment, ensures timely
receipt by Hun, and enables HUD to
make them immediately available to the
public. Comments submitted
electronically through the
www.1'8gulations.govWeb site can be
viewed by other commenters and
interested members ofthe public.
Commenters should follow the
instructions provided on that site to
submit comments electronically.
Note: To receive consideration as public

comments, comments must be submitted
through one of the two methods specified
above. Again, all submissions must refer to
the docket number end title of the rule.

No Facsimile Comments. Facsimile
(FAX)comments are not acceptable.

Public Inspection of Public
Comments. All properly submitted
comments and communications
submttted to HUDwill be available for
public inspection and copying between
8 a.m. and 5 p.m, weekdays at the above
address. Due to security measures at the
HUDHeadquarters building, an advance
appointment to review the public
comments must be scheduled by calling
the Regulations Division at 202-708-
3055 (this is not a toll-free number).
Individuals with speech or hearing
impairments may access this number
through TTYby calling the Federal
Relay Service at 800-877-8339. Copies
of all comments submitted are available
for inspection and downloading at
www.regulations.gov.
FOR FURTHER INFORMATION CONTACT: Ann
Marie Oliva, Director, OIDce of Special
Needs Assistance Programs, Office of
Community Planning and Development,
Department of Housing and Urban
Development, 451 7th Street SW.,
Washington, DC 20410-7000; telephone
number 202-708-4300 (this is not a toll-
free number). Hearing- and speech-
impaired persons may access this
number through TTYby calling the
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Federal Relay Service at 800-877-8339
(this is a toll-free number).
SUPPLEMENTARY INFORMAnON:

Executive Summary
Purpose of and Legal Authority for This
Interim Rule
This interim rule implements the

Continuum of Care program authorized
by the Homeless Emergency Assistance
and Rapid Transition to Housing Act of
2009 (HEARTHAct). Section 1504 of
the HEARTHAct directs HUD to
establish regulations for this program.
(See 42 U.S.C. 11301.) The purpose of
the Continuum of Care program is to
promote communitywide commitment
to the goal of ending homelessness;
provide funding for efforts by nonprofit
providers, and State and local
governments to quickly rehouse
homeless individuals and families while
minimizing the trauma and dislocation
caused to homeless individuals,
families, and communities by
homelessness; promote access to and
effective utilization of mainstream
programs by homeless individuals and
families; and optimize self-sufficiency
among individuals and families
experiencing homelessness.
The HEARTHAct streamlines HUD's

homeless grant programs by
consolidating the Supportive Housing,
Shelter Plus Care, and Single Room
Occupancy grant programs into one
grant program: The Continuum of Care
program. Local contlnuums of care,
which ore community-based homeless
assistance program planning networks,
will apply for Continuum of Coregrants.
By consolidating homeless assistance
grant programs and creating the
Continuum of Care planning process,
the HEARTHAct intended to increase
the efficiency and effectiveness of
coordinated, community-based systems
that provide housing and services to the
homeless. Through this interim final
rule, HUDwill implement the
Continuum of Care program by
establishing the framework for
establishing a local continuum of care
and the process for applying for
Continuum of Core grants.
Summary of Major Provisions
The major provisions of this

rulemaklng relate to how to establish
and operate a Continuum of Care, how
to apply for funds under the program,
and how to use the funds for projects
approved by Hun. These provisions are
summarized below.

1. General Provisions (Subpart A):
The Continuum of Care program
includes transitional housing,
permanent supportive housing for
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disabled persons. permanent housing,
supportive services, and Homeless
Management Information Systems
(HMIS).To implement the program,
Hun had to define several key terms. In
particular, Hun distinguishes between
"Continuum of Care," "applicant," and
"collaborative applicant." A
"Continuum of Care" is a geographically
based group of representatives that
carries out the planning responsibilities
of the Continuum of Care program, as
set out in this regulation. These
representatives come from organizations
that provide services to the homeless, or
represent the interests of the homeless
or formerly homeless. A Continuum of
Care then designates certain
"appllcents" as the entities responsible
for carrying out the projects that the
Continuum has identified through its
planning responsibilities. A
"Continuum of Care" also designates
one particular applicant to be a
"collaborative applicant." The
collaborative applicant is the only entity
that can apply for a grant from Hun on
behalf of the Continuum that the
collaborative applicant represents.

2. Establishing and Operating a
Continuum of Care (Subpart B): In order
to be eligible for funds under the
Continuum of Care program,
representatives from relevant
organizations within a geographic area
must establish a Continuum of Care.
The three major duties of a Continuum
of Care are to: (1) Operate the
Continuum of Care, (2) designate an
HMIS for the Continuum of Care, and
(3) plan for the Continuum of Care. Hun
has delineated certain operational
requirements of each Continuum to help
measure a Continuum's overall
performance at reducing homelessness,
in addition to tracking of performance
on a project-by-project basis. In
addition, each Continuum is responsible
for establishing and operating a
centralized or coordinated assessment
system that will provide a
comprehensive assessment of the needs
of individuals and families for housing
and services. Hun has also defined the
minimum planning requirements for a
Continuum so that it coordinates and
implements a system that meets the
needs of the homeless population
within its geographic area. Continuums
are also responsible for preparing and
overseeing an application for funds.
Continuums will have to establish the
funding priorities for its geographic area
when submitting an application.

3. Application and G"rantAward .
Process (Subpart C):The Continuum of
Care grant award process begins with a
determination of a Continuum's
maximum award amount. As directed

by statute, Hun has developed a
formula for determining award amounts
that includes the following factors: A
Continuum's Preliminary Pro Rata Need
(PPRN) amount; renewal demand; any
additional increases in amounts for
leasing, rental assistance, and operating
costs based on Fair Market Rents,
planning and Unified Funding Agency
cost funds, and amounts available for
bonus dollars. HUD has established
selection I:riteria for determining which
applications w1lJreceive funding under
the Continuum of Care program.
Recipients awarded Continuum of Care
funds must satisfy several conditions
prior to executing their grant
agreements. All grants submitted for
renewal must also submit an annual
performance report. For those
applicants not awarded funding, the
process also provides an appeals
process.

4. Program Components and Eligible
Costs (Subpart D): Continuum of Care
funds may be used for projects under
five program components: Permanent
housing, transitional housing,
supportive services only, HMIS, and, in
some limited cases, homelessness
prevention. The rule further clarifies
how the following activities are
considered eligible costs under the
Continuum of Care program: Continuum
of Care planning activities, Unified
Funding ~ency costs, acquisition,
rehabilitation, new construction,
leasing, rental assistance. supportive
services, operating costs; HMIS, project
administrative costs, relocation costs,
and indirect costs.

5. High-Performing Communities
(Subpart E): Hun will annually, subject
to the availability of appropriate data,
select those Continuums of Care that
best meet application requirements to be
designated a high-performing
community (HPC).An HPC may use
grant funds to provide housing
relocation and stabilization services,
and short- and/or medium-term rental
assistance to individuals and families at
risk of homelessness. This is the only
time that Continuum of Care funds may
be used to serve individuals and
families at risk of homelessness.

6. Program Requirements (Subpart F):
All recipients of Continuum of Care
funding must comply with the program
regulations and the requirements of the
Notice of Funding AVailability that Hun
will issue each year. Notably, the
HEARTHAct requiros that all eligible
funding costs, except leasing, must be
matched with no less than 25 percent
cash or in-kind match by the
Continuum. Other program
requirements of recipients include:
Abiding by houslng quality standards

NT . CA"T'"rACHME •••••••••••.••••••
. 3 at1PAGE ... _..••.... OF .. .••.-. PAGES

and suitable dwelling size, assessing
supportive services on an ongoing basis.
initiating and completing approved
activities and projects within certain
timelines, and providing a formal
process for termination of assistance to
participants who violate program
requirements or conditions of
occupancy,

7. Grant Administration (Subpart G):
To effectively administer the grants,
HUDwill provide technical assistance
to those who apply for Continuum of
Care funds, as well as those who are .
selected for Continuum of Care funds.
After having been selected for funding,
grant recipients must satisfy certain
recordkeeping requirements so that
Hun can assess compliance with the
program requirements. For any
amendments to grants after the funds
have been awarded, HUD has
established a separate amendment
procedure. As appropriate, HUD has
also established sanctions to strengthen
its enforcement procedures.
Benefits and Costs
This interim rule is intended to help

respond to and work toward the goal of
eliminating homelessness. This interim
rule provides greater clarity and
guidance about planning and
performance review to the more than
430 existing Continuums of Care that
span all 50 states and 6 United States
territories. As reported in HUn's Annual
Homelessness Assessment Report to
Congress, there were approximately 1.59
million homeless persons who entered
emergency shelters or transitional
housing in FY 2010. HUD serves
roughly half that many persons, nearly
800,000 annually, through its three
programs that will be consolidated into
the Continuum of Care program under
the McKinney-Vento Act as amended by
the HEARTH Act (i.e.•Sheltor Plus Care,
Supportive Housing Program, Single
Room Occupancy). The changes
initiated by this interim rule will
encourage Continuums of Care to
establish formal policies and review
procedures, including evaluation of the
effectiveness of their projects, by
emphasizing performance measurement
and developing performance targets for
homeless populations. Hun is confident
that this systematic review by
Continuums of Care will lead to better
use of limited resources and more
efficient service models, with the end
result of preventing and ending
homelessness.
The Consolidated and Further

Continuing Appropriations Act, 2012
(Pub. L. 112-55) appropriated
$1,593,000,000 for the Continuum of
Care and Rural Housing Stability
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Assistance programs. Upon publication
of this rule, those FY 2012 funds will be
available for distribution, as governed
by these Continuum of Care regulations.
I. BackgroWld-HEARTII Act
On May 20, 2009, the President

signed into law" An Act to Prevent
MortgageForeclosures and Enhance
MortgageCredit Availability," which
became Public Law 111-22. This law
implements a variety of measures
directed toward keeping individuals
and families from losing their homes.
Division B of this law is the HEARTH
Act, which consolidates and amends
three separate homeless assistance
programs carried out under title IVof
the McKinney-Vento Homeless
Assistance Act (42 U.S.C. 11371 at seq.)
(McKinney·VentoAct) into a single
grant program that is designed to
improve administrative efficiency and
enhance response coordination and
effectiveness in addressing the needs of
homeless persons. The HEARTHAct
codifies in law and enhances the
Continuum of Care planning process,
the coordinated response to addressing
the needs of the homeless, which was
established administratively by HUDin
1995. The single Continuum ofCare
program established by the HEARTH
Act consolidates the following
programs: The Supportive Housing
program, the Shelter Plus Care program,
and the Moderate Rehabilitation/Single
Room Occupancy program. The
Emergency Shelter Grants program is
renamed the Emergency Solutions
Grants program and is revised to
broaden existing emergency shelter and
homelessness prevention activities and
to add short- and medium-term rental
assistance and services to rapidly
rehouse homeless people. The HEARTH
Act also creates the Rural Housing
Stability program to replace the Rural
Homelessness Grant program.
HUDcommenced the process to

implement the HEARTHAct with
rulemaking that focused on the
definition of "homeless." HUD
published a proposed rule, entitled
"Defining Homeless" on April 20, 2010
(75 FR 20541),which was followed by
a final rule that was published on ,
December 5, 2011 (76 FR 75994). The
Defining Homeless rule clarified and
elaborated upon the new McKinney-
Vento Act definitions for "homeless"
and "homeless individual with a
disability." In addition, the Defining
Homeless rule included recordkeeping
requirements related to the "homeless"
definition. On December 6, 2011, HUD
also published an interim rule for the
Emergency Solutions Grants program
(76FR 75954). This interim rule

established the program requirements II. Overview ofinterlm Rule
for the Emergency Solutions Grants As amended by the HEARTHAct,
program and contained corresponding Subpart C of the McKinney.Vento
amendments to the Consolidated Plan Homeless Assistance Act establishes the
regulations. On December 9, 2011, HUD Continuum of Care program. The
continued the process to implement the purpose of the program is to promote
HEARTHAct, with the publication of communitywide commitment to the
the proposed rule titled "Homeless goal of ending homelessness; provide
Management Information Systems funding for efforts by nonprofit
Requirements" (76FR 76917), which providers, and State and local ,
provides for uniform technical governments to quickly rehouse
requirements for Homeless Management homeless individuals and families while
Information Systems (HMIS), for proper minimizing the trauma and dislocation
data collection and maintenance ofthe caused to homeless individuals,
database, and ensures the families, and communities by
confidentiality of the information in the homelessness; promote access to and
database. Today's publication of the effective utilization of mainstream
interim rule for the Continuum of Care programs by homeless individuals and
program continues HUD's families; and optimize self-sufficiency
implementation of the HEARTHAct. among individuals and families

I experiencing homelessness.
This ru e establishes the regulatory This interim rule establishes the

framework for the Continuum of Care Continuum of Care as the planning body
program and the Continuum of Care responsible for meeting the goals of the
planning process, including Continuum of Care program.
requirements applicable to the Additionally, in order to meet the
establishment of a Continuum of Care. purpose of the HEARTHAct,
Prior to the amendment of the established in section 1002(b), and the
McKinney·Vento Act by the HEARTH goals of "Opening Doors: Federal
Act, HUD's competitively awarded Strategic Plan to Prevent and End
homeless assistance grant funds were Homelessness," the Continuum of Care
awarded to organizations that must be involved in the coordination of
participate in local homeless assistance other funding streams and resources-
program planning networks referred to federal, local, or private-of targeted
as a Continuum of Care, a system homeless programs and other
administratively established by HUD in mainstream resourcos. In many
1995. A Continuum of Care is designed communities, the Continuum of Gare is
to address the critical problem of the coordinating body, while in other
homelessness through a coordinated communities it is a local Interagency
community-based process of identifying Council on Homelessness (both would
needs and building a system of housing be acceptable forms of coordination
and services to address those needs. The under this interim rule). As noted
approach is predicated on the earlier, HUD published on December 9,
understanding that homelessness is not 2011, a proposed rule to establish HMIS
caused merely by a lack of shelter, but regulations in accordance with the
involves a variety of underlying, unmet HEARTHAct. However, while the
needs-physical, economic, and social. HEARTHAct directed that regulations
The HEARTHAct not only codified in be established for HMlS, HMIS is not

law the planning system known as new to many HUD grantees. Until
Continuum of Care, but consolidated the regulations for HMIS are promulgated in
three existing competitive homeless final, grantees should continue to follow

HUD's existing HMIS instructions and
assistance grant programs (Supportive guidance.
Housing, Sheltar Plus Care, and Single The following provides an overview
Room Occupancy) into the single grant of the proposed rule.
program known as the Continuum of
Care program. The consolidation of the GeneralProvisions (Subpart A)
three existing homeless assistance Purpose and scope. The Continuum of
programs into the Continuum ofCare Care program is designed to promote
grant program and the codification in community-wide goals to end
law ofthe Continuum of Care planning homelessness; provide funding to
process are intended to increase the quickly rehouse homeless individuals
efficiency and effectiveness of the (including unaccompanied youth) and
coordination ofthe provision of housing families while minimizing trauma and
and services to address the needs of the dislocation to those persons; promote
homeless. The regulations established access to, and effective uttlizetlon of,
by this rule are directed to carrying out mainstream programs; and optimize
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families experiencing homelessness.
The program is composed of transitional
housing, permanent supportive housing
for disablod persons, permanent
housing, supportive services, and HMIS.

Definitions. The interim rule adopts
the definitions of "developmental
disability," "homeless," "homeless
individual," and "homeless person"
established by the December 5, 2011
Defining Homeless final rule. Public
comments have already been solicited
and additional public comment is not
solicited through this rule. The
December 5, 2011, final rule was
preceded by an April 20, 2010,
proposed rule, which sought public
comment on these definitions. The final
definitions of these terms took into
consideration the public comments
received on the proposed definitions as
set out in the April 20, 2010, proposed
rule. This Interim rule adopts the
definition of "at risk of homelessness"
established by the December 5,2011,
the Emergency Solutions Grants
program interim rule. The interim rule
sought public comment on this
definition, and additional public
comment is not being sought through
this rule.
HOD received valuable public

comment on the definition of
"chronically homeless," through the
public comment process on the
Emergency Solutions Grants program
interim rule. Based on public comment,
this rule for the Continuum of Care
program is not adopting the full
definition of "chronically homeless"
that was included in the conforming
amendments to the Consolidated Plan
that were published as a part of the
Emergency Solutions Grants program
rule. Commenters raised concerns with
the meaning of the phrase' 'where each
homeless occasion was at least 15
days." The concerns raised about this
phrase, used for the first time in a
definition of "chronically homeless,"
has caused HOD to reconsider
proceeding to apply a definition that
includes this phrase, without further
consideration and opportunity for
comment. In this rule, HUD therefore
amends the definition of "chronically
homeless" in the Consolidated Plan
regulations to strike this phrase. The
removal of this phrase returns the
definition to one with which service
providers are familiar. The following
highlights key definitions used in the
Continuum of Care program regulations,
and HUD solicits comment on these
definitions.

Applicant is defined to mean an
entity that has been designated by the
Continuum of Care as eligible to apply
for assistance on behalf of that

Continuum. HUD highlights that the Act
does not contain different definitions for
"applicant" and "collaborative
applicant." HUD distinguishes between
the applicant(s) designated to apply for
and carry out projects (the "applicant")
and the collaborative applicant
designated to apply for a grant on behalf
of the Continuum of Care (the
"collaborative applicant"). Please see
below for more information on the
definition of a collaborative applicant,
which is the only entity that may apply
for and receive Continuum of Care
planning funds.

Centralized or coordinated
assessment system is defined to mean a
centralized or coordinated process
designed to coordinate program
participant intake, assessment, and
provision of referrals. A centralized or
coordinated assessment system covers
the geographic area, is easily accessed
by individuals and famihes seeking
housing or services, is well advertised,
and includes a comprehensive and
standardized assessment tool. This
definition establishes basic minimum
requirements for the Continuum's
centralized or coordinated assessment
system.

Collaborative applicant is defined to
mean an eligible applicant that has been
designated by the Continuum of Care to
apply for a grant for Continuum of Care
planning funds on behalf of the
Continuum. As discussed above, the
"applicant" is the entity(ies) designated
to apply for and carry out projects on'
behalf of the Continuum. In contrast to
the definition of "applicant" above, the
collaborative applicant applies for a
grant to carry out the planning activities
on behalf of the Continuum of Care. The
interim rule simplifies the statutory
language in order to make the
Continuum of Care planning process
clear.
HUDhighlights that its definition of

collaborative applicant does not track
the statutory definition, which is found
in section 401 of the McKinney-Vento
Act. As will be discussed in further
detail later in this preamble, the concept
of collaborative applicant, its duties and
functions, as provided in the statute, is
provided for in this rule. However, HUD
uses the term Continuum of Care to refer
to the organizations that carry out the
duties and responsibilities assigned to
the collaborative applicant, with the
exception of applying to HUD for grant
funds. The clarification is necessary in
this rule because Continuums of Care
are not required to be legal entities, but
HUD can enter into contractual
agreements with legal entities only.

Continuum a/Care and Continuum
are defined to mean the group that is
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organized to carry out the
responsibilities required under this part
and that is composed of representatives
of organizations including nonprofit
'homeless providers, victbn service
providers, faith-based organizations,
governments, businesses, advocates,
public housing agencies, school
districts, socIal service providers,
mental health agencies, hospitals,
universities, affordable housing
developers. law enforcement,
organizations that serve homeless and
formerly homeless veterans, and
homeless and formerly homeless
persons. These organizations consist of
the relevant parties in the geographic
area. Continuums are expected to
include representation to the extent that
the type of organization exists within
the geographic area that the Continuum
represents and is available to participate
in the Continuum. For example, if a
Continuum of Care did not have a
university within its geographic
boundaries, then HUD would not expect
the Continuum to have representation
from a university within the
Continuum.
These organizations carry out the

responsibilities and duties established
under Subpart B of this interim rule.
The Continuum of Care, as noted above,
carries out the statutory duties and
responsibilities of a collaborative
applicant. HUD established the
Continuum of Care in 1995. Local
grantees and stakeholders are familiar
with the Continuum of Care as the
coordinating body for homeless services
and homelessness prevention activities
, across the geographic area.
Consequently, HUD is maintaining the
Continuum of Cere terminology, and the
rule provides for the duties and
responsibilities of a collaborative
applicant to be carried out under the
name Continuum of Care.

High-perfol'1Ilingcommunity is
defined to mean the geographic area
under the jurisdiction of a Continuum of
Care that has been designated as a high-
performing community by HOD. Section
424 ofthe McKinney-Vento Act
provides that HUDshall designate, on
an annual basis, which collaborative
applicants represent high-performing
communities. Consistent with HUD's
substitution of the term "Continuum of
Care" for "collaborative applicant." the
definition of "high-performing
community" in thisintorim rule
provides for designation of Continuums
of Care that represent geographic areas
designated as high-performing
communities. The standards for
becoming a high-performing community
can be found in §578.65 of this interim



fewer persons, and provido low-demand
services and referrals for the residents.

Subrecipient is defined to mean a
private nonprofit organization, State or
local government, or instrumentality of
a State or local government that receives
a subgrant from the recipient to operate
a project. The definition of
"subrecipient" is consistent with the
definition of "project sponsor" found in
section 401 of the MclGnney-Vento Act,
but does not track the statutory
language. To be consistent with the
Emergency Solutions Orants program
regulation, and also to ensure that the
relationship betwoon the recipient and
subrecipient is clear, HUD is using the
term subrecipient, instead of project
sponsor, throughout this regulation.

Transitional1lOusing is based on the
definition of "transitional housing" in
section 401 of the McKinney-Vento Act,
as follows: "The term 'transitional
housing' means housing, the purpose of
which is to facilitate the movement of
individuals and families experiencing
homelessness to permanent housing
within 24 months or such longer period
as the Secretary determines necessary."
The definition has been expanded to
distinguish this type of housing from
emergency shelter. This distinction is
necessitated by tho McKinney-Vento
Act's explicit distinction between what
activities can or cannot be funded under
the Continuum of Care program. The
regulatory definition clarifies that, to be
transitional housing, program
participants must have signed a lease or
occupancy agreement that is for a term
of at least one month and that ends in
24 months and cannot be extended.

Unified Funding Agency (UFA)means
an eligible applicant selected by the
Continuum of Care to apply for a grant
for the entire Continuum, which has the
capacity to carry out the duties
delegated to a UFA in this rule, which
is approved by HUD and to which HUD
awards a grant. HUD's regulatory
definition of UFA departs slightly from
the statutory definition. The statutory
definition refers to the collaborative
applicant. The differences between the
statutory definition and HUD's
regulatory definition reflect HUD's
substitution of Continuum of Care for
collaborative applicant.
Establishing and Operating the
Continuum of Care (Subpart B)

In general. The statutory authority for
the Continuum of Care program is
section 422 or the McKinney-Vento Act.
As stated under section 1002 of the
HEARTHAct, one of the main purposes
of the HEARTHAct is to codify the
Continuum of Care planning process.
Consequently, under this interim rule,
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rule and will be discussed later in this
preamble.

Privatenonprofit organization is
based on the statutory definition for
"private nonprofit organization." The
term "private nonprofit organization" is
defined in section 424 ofthe McKinney-
Vento Act as follows: "The term 'private
nonprofit organization' means an
organization: '(A) No part of the net
earnings of which inures to the benefit
of any member, founder, contributor, or
individual; (B) that has a voluntary
board; (C)that has an accounting
system, or has designated a fiscal agent
in accordance with requirements
established by the Secretary; and (D)
that practices nondiscrimination in the
provision of assistance.' " In HUD's
regulatory definition of "private
nonprofit organization," HUDclarifies
that the organization's accounting
system must be functioning and
operated in accordance With generally
accepted accounting principles. HUD
has included this language to make
certain that accounting' systems are
workable and abide by definite, accurate
standards. As reflected in the statutory
definition of "private nonprofit
organization," HUDmay establish
requirements for the designation of a
fiscal agent. HUD has determined that
the fiscal agent, such as a Unified
Funding Agency, a term that is also
defined in section 424 of the McKinney-
Vento Act, must maintain a functioning
accounting system for the organization
in accordance with generally accepted
accounting principles.

Permanent housing is consistent with
the statutory definition of "permanent
housing" in section 4Q1of the
McKinney-Vento Act, but does not track
the statutory language. HUD's.regulatory
definition of "permanent housing"
states: "The term 'pormanent housing'
means community-based housing
without a designated length of stay, and
includes both permanent supportive
housing and rapid re-housing."
Additionally, in the regulatory
definition of "permanent housing,"
HUDclarifies that to be permanent
housing, "the program participant must
be the tenant on a lease for a term of at
least one year that is renewable and is
terminable only for cause. The lease
must be renewable for terms that are a
minimum of one month long. HUDhas
determined that requiring a lease for a
term of at least one year that is
renewable and terminable only for
cause, assists program participants in
obtaining stability in housing, even
when the rental assistance is temporary.
Those requirements are consistent with
Section 8 requirements.

Specific request for comment. HUD
specifically requests comment on
requiring a lease for a term of at least
one year to be considered permanent
housing.

Project is consistent with the statutory
definition of "project" in section 401 of
the McKinney-Vento Act, but does not
track the statutory language. Section 401
defines "project" as, with respect to
activities carried out under subtitle C,
eligible activities described in section
423(a), undertaken pursuant to a
specific endeavor, such as serving a
particular population or providing a
particular resource. In HUD's definition
of "project" in this interim rule, the
eligible activities described in section
423(a) of the McKinney-Vento Act have
been identified. In the regulatory text,
HUDhas clarified that it is a group of
one or more of these eligible costs that
are identified es.a project in an
application to HUD for Continuum of
Care funds.

Recipient is defined to mean an
applicant that signs a grant agreement
with HUD.HUD's definition of
"recipient" is consistent with the
statutory definition of "recipient," but
does not track the statutory language.
Section 424 of the McKinney-Vento Act
defines "recipient" as "an eligible entity
who-CAl submits an application for a
grant under section 422 that is approved
by the Secretary; (B)receives the grant
directly from the Secretary to support
approved projects described in the
appllcation: and (C)(I)serves as a project
sponsor for the projects: or (il) awards
the funds to project sponsors to carry
out the projects." All of the activities
specified by the statutory definition are
in the rule: (A) and (B)are contained in
the definition and (C)is covered in the
sections of the rule dealing with what a
recipient can do with grant funds.

Safe haven is based on the definition
of safe haven in the McKinney-Vento
Act prior to amendment by the
HEARTHAct. Although no longer used
in statute, HUD's position is that the
term remains relevant for
implementation of the Continuum of
Care program and, therefore, HUD
proposes to include the term in the
Continuum of Care program regulations.
The term "safe haven" Is used for
purposes of determining whether a
person is chronically homeless. The
housing must serve hard-to-reach
homeless persons with severe mental
illness who came from the streets and
have been unwilling or unable to
participate in supportive services. In
addition, the housing must provide
24-hour residence for eligible persons
for an unspecified period, have an
overnight capacity limited to 25 or
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HUDfocuses on the rules and
responsibilities of those involved in the
Continuum of Care planning process
and describes how applications and
grant funds will be processed .
.As discussed earlier in the preamble,

HUD's interim rule provides for the
duties and functions of the collaborative
applicant found in section 401 oftha
McKinnoy-Vento Act to bo designated to
the Continuum of Care, with the
exception of applying to HUD for grant
funds. HUDchose this approach
because the Continuum might not be a
legal entity, and therefore cannot enter
into enforceable contractual agreements,
but Is the appropriate body for
establishing and implementing
decisions that affect tho entire
geographic area covered by the
Continuum, including decisions related
to funding. This approach allows the
Continuum to retain its duties related to
planning and prioritizing need
(otherwise designated by statute to the
collaborative applicant), while the
authority to sign a grant agreement with
HUD is designated to an eligible
applicant that can enter into a
contractual agreement. All of the duties
assigned to the Continuum are based on
the comparable duties of section 402(f)
of the McKinney-Vento Act.
Subpart B of the interim rule

identifies how Continuums of Care are
established, as well as the required
duties and functions of the Continuum
of Care.

Establishing the Continuum of Care.
In order to be eligible for funds under
the Continuum of Caro program,
representatives from relevant
organizations within a geographic area
must establish a Continuum of Care. As
discussed earlier in this preamble, this
body is responsible for carrying out the
duties identified in this interim
regulation. Representatives from
relevant organizations include nonprofit
homeless assistance providers, victim
service providers, faith-based
organizations, governments, businesses,
advocates, public housing agencies,
school districts, social service providers,
mental health agencies, hospitals,
universities, affordable housing
developers, law enforcement, and
organizations that serve veterans and
homeless and formerly homeless
individuals. Where thoso organizations
are located within the geographic area
.served by the Continuum of Care, HUD
expects a representative of the
organization to be II part of the
Continuum of Care.

Specific request for comment. HUD
specifically requests comments on
requiring Contlnuums of Care to have a
board that makes the decisions for the

Continuum. BUD requires two
characteristics for all board
compositions. These characteristics are
that the Board must be representative of
the subpopulations of homeless persons
that exist within the geographic area,
and include a homeless or formerly
homeless person. ConUnuums will have
2 years from the effective date of the
interim rule to establish a board that
meets the criteria established in this
section. No board member may
participate or Influence discussions or
decisions concerning the award of a
grant or other financial benefits for an
organization that the member
represents.
HUD is considering four additional

characteristics for all board
compositions for incorporation in the
final rule. HUD did not implement them
at this stage In order to seek public
comment prior to implementing them as
requirements. HUD proposes that all
boards must have a chair or co-chairs;
be composed of an uneven number,
serving staggered terms; include
members from the public and private
sectors; and include a member from at
least one Emergency Solutions Grants
program (ESG)recipient's agency
located within the Continuum's
geographic area. HOO is requesting
comment on all of these proposed
requirements; however, HUD
specifically requests comments from
Continuums of Care and ESG recipients
on the requirement that the Board
include an ESG recipient as part of its
membership. HUD invites ESG
recipients and Continuums to share
challenges that will be encountered
when implementing this requirement.
Ensuring that ESG recipients are
represented on the Board is important to
HUD; therefore, in communities where
ESG recipients andlor Continuums do
not feel this requirement is feasible,
HUD asks commenters to provide
suggestions for how ESG recipierits can
be involved in the Continuum at one of
the core decision-making levels.

Responsibilities of the Continuum of
Care.The interim rule establishes three
major duties for which the Continuum
of Care is responsible: To operate the
Continuum of Care, to designate an
HMIS for the Continuum of Care, and to
plan for the Continuum of Care.
This section of the interim rule

establishes requirements within these
three major duties.

Operating the Continuum of Care.The
interim rule provides that the
Continuum of Care must abide by
certain operational requirements. These
requirements will ensure the effective
management of the Continuum of Care
process and ensure that tho process Is
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inclusive and fair. HUD has established
eight duties required of the Continuum
necessary to effectively operate the
Continuum of Care. HUD has
established the specific minimum
standards for operating and managing a
Continuum of Care for two main
reasons. First, the selection criteria
established Under section 427 of the
McKinney-Vento Act require BUD to
measure the Continuum of Care's
performance in reducing homelessness
by looking at the overall performance of
the Continuum, as opposed to
measuring performance project-by-
project as was done prior to the
enactment of the HEARTH Act. This
Continuum of Care performance
approach results in cooperation and
coordination among providers. Second,
because Continuums of Care will have
grants of up to 3 percent of Final Pro
Rata Need (FPRN)to be used for eligible
Continuum of Care planning costs, HUD
is requiring more formal decision-
making and operating standards for the
Continuum of Care. This requirement
ensures that the Contlnuums have
appropriate funding to support planning
costs.
One of the duties established in this

interim rule is the requirement that the
Continuum establish and operate a
centralized or coordinated assessment
system that provides an initial,
comprehensive assessment of the needs
of individuals and families for housing
and services. As detailed in the
Emergency Solutions Grants program
interim rule published on December 5,
2011, through the administration ofthe
Rapid Re-Housing for Families
Demonstration program and the
Homelessness Prevention and Rapid Rs-
Housing program, as well as best
practices identified in communities,
HUD has learned that centralized or
coordinated assessment systems are
important in ensuring the success of
homeless assistance and homeless
prevention programs in communities. In
particular, such assessment systems
help communities systematically assess
the needs of program participants and
effectively match each individual or
family with the most appropriate
resources available to address that
individual or family's particular needs.
Therefore, HUD has required, through

this interim rule, each Continuum of
Care to develop and implement a
centralized or coordinated assessment
system for its geographic area. Such a
system must be designed locally in
response to local needs and conditions.
For example, rural areas will have
significantly differont systems than
urban ones. While the common thread
between typical models is the use of a



when administering assistance under
this part. These requirements,
established in consultation with
recipients of Emergency Solutions
Grants program funds within the
geographic area, are intended to
coordinate service delivery across the
geographic area and assist Continuums
of Care and 'their recipients in
evaluating the eligibility of individuals
and families consistently and
administering assistance fairly and
methodically. The written standards can
be found in §578.7(a)(9) oftbis interim
rule.

Designating and operating an HM/S.
The Continuum of Care is responsible
for designating an HMIS and an eligible
applicant to manage the HMIS,
consistent with the requirements, which
will be codified in 24 CFR part 580.
This duty is listed under section
402(f)(2) of the McKinney-Vento Act. In
addition, the Continuum is responsible
for reviewing, revising, and approving a
privacy plan, security plan, and data
quality plan for the HMIS and ensuring
consistent participation ofrecipients
and subrecipients in the HMIS.

Continuum at Care planning. The
Continuum is responsible for
coordinating and implementing a
system for its geographic area to meet
the needs ofthe homeless population
and subpopulations within the
geographic area. The interim rule
defines the minimum roquirements for
this systematic approach under
§578.7(c)(I), such as emergency
shelters, rapid rehousing, transitional
housing, permanent supportive housing,
and prevention strategies. Because there
are not sufficient resources available
through the Continuum of Care program
to prevent and end homelessness,
coordination and integration of other
funding streams, including the
Emergency Solutions Grants program
and mainstream resources, is integral to
carrying out the Continuum of Care
System.
HUD has determined. that since the

Continuum of Care will be the larger
planning organization, the Continuum
of Care must develop and follow a
Continuum of Care plan that adheres,
not only to the requirements being
established by this interim rule, but to
the requirements and directions of the
most recently issued notice of funding
availability (NOFA).
While these planning duties are not

explicitly provided in section 402(f) of
the Act, HUn has included them to
facilitate and clarify the Continuum of
Care planning process. Consistent with
the goals of the HEARTH Act, HUD
strives, through this interim rule, to
provide a comprehensive, well-
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common assessment tool, the form,
detail, and use of that tool will vary
from one community to the next. Some
examples of centralized or coordinated
assessment systems include: A central
location or locations within a
geographic area where individuals and
families must be present to receive
homeless aervices: a 211 or other hotltne
system that screens and directly
connects callers to appropriate homeless
housing/service providers in the areaj a
"no wrong door" approach in which a
homeless family or individual can show
up at any homeless service provider In
the geographic area but is assessed using
the same tool and methodology sa that
referrals are consistently completed
across the Continuum of Care; a
specialized team of case workers that
provides assessment services to
providers within the Continuum of
Care; or in larger geographic areas, a
regional approach in which "hubs" are
created within smaller geographic areas.
HUDintends to develop technical
assistance materials on a range of
centralized and coordinated assessment
types, including those most appropriate
for rural areas.
HUD recognizes that imposing a

requirement for a centralized or
coordinated assessment system may
have certain costs and risks. Among the
risks that HUDwishes specifically to
address are the risks facing individuals
and families fleeing domestic violence,
dating violence, sexual assault, and
stalking. In developing the baseline
requirements for a centralized or .
coordinated intake system, HUD is
considering whether victim service
providers should be exempt from
participating in a local centralized or
coordinated assessment process, or
whether victim service providers should
have the option to participate or not.

Specific request for comment. HUD
specifically seeks comment from
Continuum of Care-funded victim
service providers on this question. As
set forth in this interim rule, each
Continuum of Care is to develop a
specific policy on how its particular
system will address the needs of
individuals and families who are
fleeing, or attempting to flee, domestic
violence, dating violence, sexual
assault, or stalking, but who are seeking
shelter or services from non-victim
service providers. These policies could
include reserving private areas at an
assessment location for evaluations of
individuals or families who are fleeing,
or attempting to flee, domestic violence,
dating violence, sexual assault, or
stalking; a separate "track" within the
assessment framework that is
specifically designed for domestic

violence victims; or the location of
victim service providers with
centralized assessment teams.
HUD invites suggestions for ensuring

that the requirements it imposes
regarding centralized or coordinated
assessment systems wlll best help
communities use their resources
effectively and best meet the needs of all
families and individuals who need
assistance. Question/:!that HUD asks
commenters to specifically address are:
What barriers to accessing housing/
services might a centralized or
coordinated intake system pose to
victims of domestic violence? How can
those barriers be eliminated? What
specific measures should be
implemented to ensure safety and
confidentiality for individuals and
families who are fleeing or attempting to
flee domestic violence situations? How
should those additional standards be
implemented to ensure that victims of
domestic violence have immediate
access to housing and services without
increasing the burden on those victims?
For communities that already have
centralized or coordinated assessment
systems in place, are victims of
domestic violence andlor domestic
violence service providers integrated
into that system? Under either scenario
(they are integrated into an assessment
process or they are not integrated into
it), how does your community ensure
the safety and confidentiality of this
population, as well as access to
homeless housing and services? What
HUn-sponsored training would be
helpful to assist communities in
completing the initial assessment of
victims of domestic violence in a safe
and confidontial monner?
In addition to comments addressing

the needs of victims of domestic
violence, dating violence, sexual
assault, and stalking, HUD invitos
general comments on the use of a
centralized or coordinated assessment
system, particularly from those in
communities that have already
implemented one ofthese systems who
can share both what has worked well
and how these systems could be
improved. HUDspecifically seeks
comment on any additional risks that a
centralized or coordinated assessment
system may create for victims of
domestic violence, dating violence,
sexual assault, or stalking who are
seeking emergency shelter services due
to immediate danger, regardless of
whether they are seeking services
through a victim service provider or
nonvictim service provider.
Another duty set forth in this part, is

the requirement to establish and
consistently follow written standards
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coordinated and clear planning process,
which involves the creation of the
Continuum of Care and the duties the
Continuum of Care will have to fulfill.
Other planning duties for Continuums

established in this section of the interim
rule are planning for and conducting at
least a biennial-point-in-time count of
homeless persons within the geographic
area, conducting an annual gaps
analysis of the homeless needs and
services available within the geographic
area, providing information necessary to
complete the Consolidated Planes)
within the geographic area, and
consulting with State and local
government Emergency Solutions
Grants program recipients within the
Continuum of Care on the plan for
allocating Emergency Solutions Grants
program funds and reporting on and
evaluating the performance of
Bmergeney Solutions Grants program
recipients and subrecipients.

Preparing an application for funds. A
major function of the Continuum of Care
is preparing and overseeing an
application for funds under this part.
This section of the interim rule
establishes the duties of the Continuum
of Care related to the preparation of the
application. This section of the interim
rule establishes that the Continuum is
responsible for designing, operating,
and following a collaborative process for
the development of applications, as well
as 'approving the submission of
applications, in response to a NOFA
published by HUD.
The Continuum must also establish

priorities for funding projects within the
geographic area and determine the
number of applications being submitted
for funding. As previously noted in this
preamble, since the Continuum of Care
might not be a legal entity, and therefore
may not be able to enter into a
contractual agreement with HUD, the
Continuum must select one or more
eligible applicants to submit an
application for funding to HUD on its
behalf. If the Continuum of Care is an
eligible applicant, the Continuum of
Care may submit an application. If the
Continuum selects more than one
application, the Continuum must select
one eligible applicant to be the
collaborative applicant. That applicant
will collect and combine the required
application information from all of the
other eligible applicants and for all
projects within tho geographic area that
the Continuum has designated. If only
one application is submitted by the
collaborative applicant, the
collaborative applicant will collect and
combine the required application
information from all projects within the
geographic area that the Continuum has

designated for funding. The
collaborative applicant will always be
the only applicant that can apply for
Continuum of Care planning costs. In
the case that there is one application for
projects, the recipient of the funds is
required to have signed agreements with
its subrec.ipients as set forth in
§578.23(c), and is required to monitor
and sanction subrecipients in
compliance with §578.107.
Whether the Continuum of Care

submits the application or designates an
eligible applicant to submit the
application for funding, the Continuum
of Care retains all of its duties.

Unified Funding Agencies. To be
designated as the Unified Funding
Agency (UFA) for the Continuum of
Care, the Continuum must select the
collaborative applicant to apply to HUD
to be designated as the UFA for the
Continuum. The interim rule-establlshes
the criteria HUD will use when
determining whether to designate the
collaborative applicant as a UFA. These
standards were developed to ensure that
collaborative applicants have the
capaoity to manage the grant and carry
out the duties in 678.11{b), and are
described below.
The duties of the UFA established in

§ 578.11 are consistent with the duties
set forth in section 402(g) of the Act.
Even if the Continuum designates a
UFA to submit the application for
funding, the Continuum of Care retains
all of its duties.

Remedial actions. Section 402(c) of
the McKinney-Vento Act gives HUD the
authority to ensure the fair distribution
of grant amounts for this program, such
as dasignating another body as a
collaborative applicant, replacing the
Continuum of Care for the geographic
area, or permitting other eligible entities
to apply directly for grants. Section
578.13 of this interim rule addresses the
remedial actions that may be taken.

Overview of the Application and Grant
Award Process (Subpart C)

Eligible applicants. Under this interim
rule, eligible applicants consist of
nonprofit organizations, State and local
governments, and instrumentalities of
local governments. An eligible applicant
must have been designated by the
Continuum of Care to submit an
application for grant funds under this
part. The Continuum's designation must
state whether the Continuum is
designatlng more than one applicant to
apply for funds, and jf it is, which
appllcant is being designated the
collaborative applicant. A Continuum of
Care that is designating only one
appllcant for funds must designate that
applicant to be the collaborative
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applicant. For-profit entities are not
eligible to apply for grants or to be
subrecipients of grant funds.
Section 401(10) of the McKinney-

Vento Act identifies that collaborative
applicants may be legal entities, and a
legal entity may Include a consortium of
instrumentalities of a State.or local
government that has constituted itself as
an entity. HUO has not included a
consortium in the list of eligible
applicants. As noted earlier in this
preamble, 11 Continuum of Care is
defined to mean a group that is
composed of representatives of
organizations across the entire
geographic area claimed by the
Continuum of Care, A Continuum is
able to combine more than one
metropolitan city or county into the
geographic area that the Continuum
represents. In essence,the Continuum of
Care acts as a consortium, and it is
therefore HUO's position that the
inclusion of consortiums in the interim
rule would be redundant.

Determining the Continuum's
maximum award amount. The total
amount for which a Continuum of Care
is eligible to apply and be awarded is
determined through a four-step process,
including the following factors: A
Continuum's PPRN amount: renewal
demand; any additional increases in
amounts for leasing, rental assistance,
and operating costs based on Fair
Market Rents (FMRs); planning and
UFA cost funds; and the amounts
available for bonus dollars.
Using the formula that will be

discussed below, HUD will first
determine a Continuum of Care's PPRN
amount, as authorized under section
427(b)(2)(B) of the McKinney-Vento Act.
This amount is the sum of the PPRN
amounts for each metropolitan city,
urban county, non-urban county, and
insular area claimed by the Continuum
of Care as part of its geographic area,
excluding any counties applying for, or
receiving funds under the Rural
Housing Stability Assistance program,
the regulations for which will be
established in 24 CFR part 579. The
PPRN for each of these areas is based
upon the "need formula" under
§579.17(a)(2) and (3). Under the
McKinney-Vento Act, HUD is required
to publish, by regulation, the formula
used to establish grant amounts. The
need formula under §579.17(a)(2) and
(3) satisfies this requirement, and HUD
specifically seeks comment on this
formula. HUD will announce the PPRN
amounts prior to the publication of the
NOFA on its Web site.
To establish the amount on Which the

need formula is run, HUD will deduct
an amount, which will be published in



the NOFA and award funds to recipiants
through a national competition based on
selection criteria as defined in section
427 of the McKinney-Vento Act. HUD
will announce the awards and notify
selected applicants of any conditions
imposed on the awards.

Grant agreements. A recipient of a
conditionally awarded grant must
satisfy all requirements for obligation of
funds; otherwise, HUD will withdraw
its offer of the award. These conditions
include establishing site control,
providing proof of match, complying
with environmental review under
§ 578.31, and documenting financial
feasibility within the deadlines under
§ 578.21(a)(3). HUD has included In the
interim rule the deadlines for conditions
that may be extended and the reasons
for which HUD will consider an
extension. '
The interim rule requires that site

control be established by each recipient ,
receiving funds for acquisition,
rehabilitation funding, new
construction, or operating costs, or for
providing supportive services. Hun has
determined that the time to establish
site control is 12 months for projects not
receiving new construction, acquisition,
or rehabilitation funding, as stated
under section 426(a) of the McKinney"
Vento Act, not 9 months as stated under
section 422(d) of the McKinney-Vento
Act, for projects receiving operating and
supportive service funds. HUD's
determination on the time needed to
establish site control is based on
previous program policy, and the longer
time frame takes into consideration the
reality of the housing market. Projects
receiving acquisition, rehabilitation, or
new construction funding must provide
evidence of site control no later than 24
months after the announcement of grant
awards, as provided under section
422(d) of the McKinney-Vento Act.
The interim rule requires that HUD

perform an environmental review for
each property as required under HUD's
environmental regulations in 24,CFR
part 50. All recipients of Continuum of
Care program funding under this part
must supply all available, relevant
information necessary to HUD, and
carry out mitigating measures required
by HUD. The recipient, its project
partners, and its project partner's
contractors may not perform any eligible
activity for a project under this part, or
commit or expend HUD or local funds
for such activities until Hun has
performed an environmental review and
the recipient has received HUD
approval of the property agreements.

Executing grant agreements. If a
Continuum designates more than one
applicant for the geographic area, HUD
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the NOFA, to be set aslde to provide a
bonus, and the amount necessary to
fund Continuum of Care planning
activities arid UFA costs from the total
funds made available for the program
each fiscal year. On this amount, HUD
will use the following process to
establish an area's.PPRN. First, 2
percent of the total funds available shall
be allocated among the four insular
areas (American Samoa, Guam, the
Commonwealth of the Northern
Marianas, and the Virgin Islands) based
upon the percentage each area received
in the previous fiscal year under section
106 of the Housing and Community
Development Act of 1974. Second, 75
percent of the remaining funds made
available shall be allocated to
metropolitan clties and urban counties
that have been funded under the
Emergency Solutions Grants program
(formerly known 8S the Emergency
Shelter Grants program) every year since
2004; Third. the remaining funds made
available shall be allocated to '
Community Development Block Grant
(CDBG) metropolitan cities and urban
counties that have not been funded
under the Emergency Solutions Grants
program every year since 2004 and all
other counties in the United States and
Puerto Rico.
Recognizing that in some federal

fiscal years, the amount available for the
formula may be less than the amount
required to renew ali existing projects
eligible for renewal in that year for at
least one year, HUD has included a
method for distributing 'the reduction of
funds proportionally across all
Continuums of Care in §578.17(a)(4) of
this interim rule. HUD will publish the
total dollar amount that each
Continuum will be required to deduct
from renewal projects Continuum-wide,
and Continuums will have the authority
to determine how to administer the cuts
to projects across the Continuum.

Specific request for comment. HUD
specifically requests comment on the
method established in §578.17(8)(4) to
reduce the total amount required to
renew all projects eligible for renewal In
that one year, for at least one year, for
each Continuum of Care when funding
is not sufficient to renew all projects
nationwide for at least one year.
The second step in determining a

Continuum's maximum award amount
is establishing a Continuum of Care's
"renewal demand." The Continuum's
renewal demand is the sum of the
annual renewal amounts of all projects
eligible within the Continuum of Care's
geographic area to apply for renewal in
that federal fiscal year's competition
before any adjustments to rental
assistance, leasing, and operating line

Items based on changes to the FMRs in
the geographic area,
Third, HOD will determine the

Continuum of Care's Final Pro Rata
Need (FPRN), which is the higher of:
(1) PPRN, or (2) renewal demand for the
Continuum of Care. The FPRN
establishes the base for the maximum
award amount for the Continuum of
Care.
Fourth, HUD will determine the

maximum award amount. The
maximum award amount for the
Continuum of Care is the FPRN amount
plus any additional eligible amounts for
Continuum planning; establishing fiscal
controls for the Continuum; updates to
leasing, operating, and rental assistance
line items based on changes to FMR;
and the availability of any bonus
funding during the competition.

Application proCBSS. Each fiscal year,
HUD will Issue a NOFA. All
applications, including applications for
grant funds, and requests for .
designation as a UFA or HPC, must be
submitted to HUD in accordance with
the requirements of the NOF A and
contain such information as the NOF A
specifies. Applications may request up
to the maximum award amount for
Continuums of Care.
An applicant that is a State or a unit

of general local government must have
a HUD-approved, consolidated plan in
accordance with HUD's Consolidated
Plan regulations in 24 CFR part 91. The
applicant must submit a certification
that the application for funding is
consistent with the HUD-approved
consolidated plan(s) in the project's
jurisdiction(s). Applicants that are not
States or units of general local
government must submit a certification
that the application for funding is
consistent with the jurisdiction's HUD-
approved consolidated plan. The
certification must be made by the unit
of general local government or the State,
in accordance with HUD's regulations in
24 CFR part 91, subpart F. The required
certification must be submitted by the
funding application submission
deadline announced in the NOFA.
An applicant may provide assistance

under this program only in accordance
with HUD subsidy layering
requirements in section 102 of the
Housing and Urban Development
Reform Act of 1989 (42 U.S.C. 3545). In
this interim rule, HUD clarifies that the
applicant must submit information in its
application on other sources of funding
the applicant has received, or
reasonably expects to receive, for a
proposed project or activities.

Awardingfunds. HUD will review
applications in accordance with the
guidelines and procedures specified in
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will enter into a grant agreement with
each designated recipient for which an
award is announced. If a Continuum
designates only one recipient for the
geographic area, HUDmay enter into
one grant agreement with that recipient
for new awards, if any: and one grant
agreement for renewals and Continuum
of Care planning costs and UFA costs,
if any. These two grant agreements will
cover the entire geographic area, and a
default by the recipient under one of
these agreements will also constitute a
default under the other. If the
Continuum is a UFA, HUD will enter
into one grant agreement with the UFA
for new awards, if any: and one for
renewal and Continuum of Care
planning costs and UFA costs, if any.
Similarly, these two grant agreements
wlll cover the entire geographic area
and a default by the recipient under one
of those agreements will also constitute
a default under the other.

HUD requires the recipient to enter
into the agreement described in
§578.23(c). Under this agreement, the
grant recipient must agree to ensure that
the operation of the project will be in
accordance with the McKinney-Veto Act
and the requirements under this part. In
addition, the recipient must monitor
and report the progress of the projects
to the Continuum of Care and to HUD.
The recipient must ensure that
individuals and families experiencing
bomelessness are Involved in the
operation of the project, maintain
confidentiality of program participants,
and monitor and report matching funds
to HUD, among other requirements. The
recipient must also agree to use the
centralized or coordinated assessment
system established by the Continuum of
Care, unless the recipient or
subrecipient is a victim service
provIder. Victim service providers may
choose not to use the centralized or
coordinated assessment system
provided that all victim service
providers in the area use a centralized
or coordinated assessment system that
meets HUD's minimum requirements.
HUDhas provided this optional
exception because it understands the
unique role that victim service
providers have within the Continuum of
Care.

Renewals. The interim rule provides
that HUD may fund, through the
Continuum of Care program, all projects
that were previously eligible under the
McKinney-Vento Act prior to the
enactment of the HEARTHAct. These
projects may be renewed to continue
ongoing leasing, operations, supportive
services, rental assistance, HMIS, and
administration beyond the initial
funding period even if those projects

would not be eligible under the
Continuum of Care program. For
projects that would no longer be eligible
under the Continuum of Care program
(e.g., safe havens), but which arc serving
homeless persons; HUD wants to ensure
that housing is maintained and that
persons do not become homeless
because funding is withdrawn.

HUDmay renew projects that were
submitted on time and in such manner
as required by HUD, but did not have
a total score that would allow the
project to be competitively funded. HUD
may choose to exercise this option to
ensure that homeless or formerly
homeless persons do not lose their
housing. The interim rule provides,
based on the language in section 421(e)
of the McKinney-Vento Act, that HUD
may renew the project, upon a finding
that the project meets the purposes of
the Continuum of Care program, for up
to one year and under such conditions
as HUn deems appropriate.

AnnualPerformancB Report. The
interim rule also provides that HUD
may terminate the renewal of any grant
and require the recipient to repay the
renewal grant if the recipient fails to
submit a HUD Annual Performance
Report (APR)within 90 days of the end
ofthe program year or if the recipient
submits an APR that HUD deems
unacceptable or shows noncompliance
with the requirements of the grant and
this part. Section 578.103(e) of the
Continuum of Care program regulations
further clarifies that recipients receiving
grant funds for acquisition,
rehabilitation, or new construction are
expected to submit APRs for 15 years
from the date of initial occupancy or the
date of initial service provision, unless
HUDprovides an exception. The
recipient's submission of the APR helps
HUDreview whether the recipient is
carrying out the project in the manner
proposed in the application. Recipients
agree to submit an APR as a condition
of their grant agreement. This
requirement allows HUD to ensure that
recipients submit APRs on grant
agreements that have expired as a
condition of receiving approval for a
new grant agreement for the renewal
project.

Appeals. The interim rule provides
certain appeal options for applicants
that were not awarded funding.

Under section 422(8) ofthe
McKinney-Vento Act, if more than one
collaborative applicant submits an
application covering the same
geographic area, HUDmust award funds
to the application that scores the highest
score based on the selection criteria set
forth in section 427 ofthe Act.
Consistent with HUD's use of the term
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Continuum of Care in the interim rule
where the statute uses collaborative
applicant, as explained earlier in the
preamble, the interim rule stipulates
that if more than one Continuum of Care
claims the same geographic area, then
HUD will award funds to the
Continuum afPUcant(s) whose
application(s has the highest total score
and that no projects from the lower
scoring Continuum of Care will be
funded (and that any projects submitted
with both applications will not be
funded). To appeal HUD's decision to
fund the competing Continuum of Care,
the applicant(s) from the lower-scoring
Continuum of Care must file the written
appeal in such form and manner as
HUD may require within 45 days of the .
date of HUD's announcement of award.

If an applicant has had a certification
of consistency with a consolidated plan
withheld, that applicant may appeal
such a decision to HUD. HUD has
established a procedure to process the
appeals and no later than 45 days after
the date of receipt of an appeal, HUD
will make a decision.

Section 422(h) of the McKinney-Vento
Act provides the authority for a solo
applicant to submit an application to
HUD and be awarded a grant by HUD
if it meets the criteria under section 427
of the McKinney-Vento Act. The interim
rule clarifies that a solo applicant must
submit its application to HUD by the
deadline established in the NOFA to be
considered for funding. The statute also
requires that HUD establish an appeal
process for organizations that attempted
to participate in the Continuum of
Care's process and believe they were
denied the right to reasonable
participation, as reviewed in the context
of the local Continuum's process. An
organization may submit a solo
application to HUD and appeal the
Continuum's decision not to include it
in the Continuum's application. If HUD
finds that the solo applicant was not
permitted to participate in the
Continuum of Care process in a
reasonable manner, then HUD may
award the grant to that solo applicant
and may direct the Continuum to take
remedial steps to ensure reasonable
participation in the future. HUD may
also reduce the award to the
Continuum's applicant(s).

Section 422(hJ(1) of the McKinney-
Vento Act requires that "HUD establish
a timely appeal procedure for grant
amounts awarded or denied under this
subtitle to a collaborative application."
The interim rule sets an appeal process
for denied or decreased funding under
§578.35(c). Applicants that are denied
funds by HUD, or that requested more
funds than HUDawarded, may appeal



homelessness prevention component by
recipients in Continuums of Care that
have been designated HPCs by HUD.
Eligible activities are housing relocation
and stabilization services, and short-
and/or medium-term rental assistance,
as set forth in 24 CFR 576.103,
necessary to prevent an individual or
family from becoming homeless.

Planning activities. Under this interim
rule, HUD lists eligible planning costs
for the Continuum of Care under
§676.39(b) and (c). HUD will allow no
more than 3 percent of the FPRN, or a
maximum amount to be established by
the NOFA, to be used for certain costs.
These costs must be related to designing
a collaborative process for an
application to HUD, evaluating the
outcomes of funded projects under the
Continuum of Care and Emergency
Solutions Grants programs, and
participating in the consolidated planes)
for the geographic area(s). Under section
423 ofthe McKinney-Vento Act, a
collaborative applicant may use no more
than 3 percent of total funds made
available to pay for administrative costs
related to Continuum of Care planning.
HUD is defining "of the total funds

made available" to mean FPRN, the
higher ofPPRN or renewal demand, in
the interim rule. HOD has determined
that FPRN strikes the correct balance, as
it is the higher of PPRN or renewal
demand. This will heIr Continuums of
Care (CoC)balance: (1 Having sufficient
planning dollars to be successful in its
duties and compete for new money
(which would be the PPRN), and (2)
being able to monitor and evaluate
actual projects in operation (and plan
for renewal demand). The
administrative funds related to CoC
planning made available will be added
to a CoC's FPRN to establish the CoCs
maximum award amount.

Unified Funding Agency Costs. Under
this interim rule, HUD lists eligible UFA
costs in §578.41(b) and (c). Similar to
the cap on planning costs for CoC,HUD
will allow no more than 3 percent of the
FPRN, or a maximum amount to be
established by the NOFA, whichever is
less, to be used for UFA costs. This
amount is in addition to the amount
made available for CoC planning costs.
UFA costs include costs associated with
ensuring that all financial transactions
carried out under the Continuum of
Care program are conducted and records
maintained in accordance with
generally accepted accounting
principles, including arranging for an
annual survey, audit, or evaluation of
the financial records of each project
carried out by a subrecipient funded by
a grant received through the Continuum
of Care program. The funds made
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by filing a written appeal within 45 days
of the date of HUD's announcement of
the award. HODwill notify applicant of
its decision on the appeal within 60
days of the date of HUD's receipt of the
written appeal.
Program ComponBllts and Eligible Costs
(SubpartDJ

Program components. The interim
rule provides that Continuum of Care
funds may be used for projects under
five program components: Permanent
housing, transitional housing,
supportive services only, HMIS, and, in
some cases, homelessness prevention.
Administrative costs are eligible under
all components. Where possible, the
components set forth in the Continuum
of Care program are consistent with the
components set forth under the
Emergency Solutions Grants program.
This will ease the administrative burden
on recipients of both programs and will
ensure that reporting requirements and
data quality benchmarks are
consistently established and applied to
like projects. One significant distinction
between the Emergency Solutions
Grants progrllIDand this part can be
found in the eligible activities and
administration requirements for
assistance provided under the rapid
rehousing component in this interim
rule. The significant differences
between this component in the
Emergency Solutions Grants program
and this part are discussed below.
The interim rule sets forth the costs

eligible for each program component in
§678.37(a). The eligible costs for
contributing data to the HMIS
designated by the Continuum of Gare
are also eligible under all components.
Consistent with the definition of

permanent housing in section 401 of the
McKinney-Vento Act and §576.3 of this
interim rule, the permanent housing
component is community-based housing
without a designated length of stay that
permits formerly homeless individuals
and families to live as independently as
possible. The interim rule clarifies that
Continuum of Care funds may be spent
on two types of permanent housing:
Permanent supportive housing for
persons with disabilities (PSH) and
rapid rehousing that provides temporary
assistance (i.e., rental assistance and/or
supportive services) to program
participants in a unit that the program
participant retains after the assistance
ends.
Although the McKinney-Vento Act

authorizes permanent housing without
supportive services, the interim rule
does not. Based on its experience with
the Supportive Housing and Shelter
Plus Care programs, HUDhas

determined that programs should
require at least case management for
some initial period after exiting
homelessness. HUDhas imposed the
requirement that rapid rehousing
include, at a minimum, monthly case
management meetings with program
participants (except where prohibited
by the Violence Against Women Act
(VAWA) and the Family Violence
Prevention and Services Act (FVPSA))
and allows for a full range of supportive
services to be provided for up to 6
months after the rental assistance stops.
Many other HUD programs, such as
Section 6 and HOME, provide housing
without supportive services to low-
income individuals and families.
With respect to rapid rehousing, the

interim rule provides that funds under
this part may be used to provide
supportive services and short-term
and/or medium-term rental assistance.
While the time frames under which a
program participant may receive short-
term,or medium-term rental assistance
set forth in this part match the time
frames set forth in the Emergency
Solutions Grants program, the
supportive services available to program
participants receiving rapid rehousing
assistance under the Continuum of Care
program are not limited to housing
relocation and stabilization services as
they are in the Emergency Solutions
Grants program. Program participants
receiving rapid rehousing under this
part may receive any of the supportive
services set forth in §578.53 during
their participation in the program. The
Continuum of Care, however, does have
the discretion to develop written
polioles and procedures that limit the
services available to program
participants that better align the services
available to program participants with
those set forth in the Emergency
Solutions Grants program.

SpBcific request for comment. While
HUD's experience with the Supportive
Housing and Shelter Plus Care programs
is the basis for HOD's determination to
require case management for some.
initial period after exiting homelessness,
HUD specifically welcomes comment on
other experiences with monthly case
management..
The interim rule provides that the

HMIS component is for funds that are
used by HMlS Leads only. Eligible costs
include leasing a structure in which the
HMIS is operated, operating funds to
operate a structure in which the HMIS
is operated, and HMIS costs related to
establishing, operating, and customizing
a Continuum of Care's HMIS.
As set forth in Section 424(c) of the

McKinney-Veto Act, Continuum of Care
funds may be used only for the
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available to UFAs related to establishing
fiscal controls will be added to a CoC's
FPRN to establish the COCmaximum
award amount.

Leasing. Under this interim rule, grant
funds may be used to pay the costs of
leasing a structure or structures, or
portions of structures, to provide
housing or supportive services. The
interim rule further clarifies that leasing
means that the lease is between the
recipient of funds and the landlord.
Hun recognizes that some grantees
receiving funds through the Supportive
Housing Program may have been using
their leasing funds in a manner
consistent with the rental assistance
requirements established in §578.51;
therefore, since the Continuum ofCere
program authorizes both leasing and
rental assistance, the rule provides for
an allowance for projects originally
approved to carry out leasing to renew
and request funds for rental assistance,
so long as the rental assistance meets
the requirements in §578.51. The rule
provides that a recipient of a grant
awarded under the McKinney-Vento
Act, prior to enactment ofthe HEARTH
Act, must apply for leasing if the lease
is between the recipient and the
landlord, notwithstanding that the grant
was awarded prior to the HEARTHAct
amendments to the McKinney-Vento
Act.

The interim rule provides that leasing
funds may not be used to lease units or
structures owned by the recipient,
subrecipient, their parent
organization(s), any other related
organization(s), or organizations that are
members of a partnership where the .
partnership owns the structure, unless
Hun authorizes an exception for good
cause. The Interim rule establishes
minimum requirements that a request
for an oxception must include. These
exceptions are based on Hun's
experience in administering the
Homelessness Prevention and Rapid Re-
Housing Program (HPRP).

The interim rule establishes that
projects for leasing may require that
program participants pay an occupancy
charge (or in the case of a sublease, rent)
of no more than 30 percent of their
income. Income must be calculated in
accordance with HUD's regulations in
24 CFR5.609 and 24 CFR5.611(a).
However, tho interim rule clarifies that
projects may not charge program fees.

Rental assistance. Under this interim
rule, rental assistance is an eligible cost
for permanent and transitional housing,
and this rule clarifies that the rental
assistance may he short-term, up to 3
months of rent: medium-term, for 3 to
24 months of rent; and long-term, for
longer than 24 months of rent, This

section provides that rental assistance
may include tenant-based, project-
based, or sponsor-based rental
assistance. This section also provides
that project-based rental assistance may
include rental assistance to preserve
existing permanent supportive housing
for homeless individuals and families.
Given that the availability of affordable
rental housing has been shown to be a
key factor in reducing homelessness, the
availability of funding for short-term,
medium-term, and long-term rental
assistance under both the Emergency
SoluUonsGrants program and the
Continuum of Care program is not
inefficient use of program funds, but
rather effective use of funding for an
activity that lowers the number of
homeless persons.

As noted in the above discussion of
rental housing available for funding
under the Continuum of Care program,
one eligible form ofrental assistarice is
tenant-based, which allows the program
participant to retain rental assistance for
another unit. The interim rule limits
this retention to within the Continuum
of Care boundaries. HUD has
determined that Continuum of Care
program funds must be used within the
Continuum's geographic boundaries. If
program participants move outside of
the Continuum, the Continuum may pay
moving costs, security deposits, and the
first month of rent for another unit;
however, the Continuum would have to
organize assistance with the relevant
Continuum of Care for the program
participant if rental assistance is to
continue. The program participant may
be transferred to a rental assistance
program in a different Continuum
without having to become homeless
again. The recipient may also limit the
movement of the assistance to a smaller
area if this is necessary to coordinate
service delivery.

Under this interim rule, the only
exception to the limitation for retention
of tenant-besed rental assistance is for
program participants who are victims of
domestic violence, dating violence,
sexual assault, or stalking. Under the
definition of "tenant-based" in the
McKinney-Vento Act (section 401(28) of
the McKinney-Vento Act), these
participants must have complied with
all other obligations of the program and
reasonably believe that he or she is
imminently threatened by harm from
further violence if he or she remains in
the assisted dwelling unit.

In the interim rule, HUD has clarified
that the imminent threat of harm must
be from further domestic violence,
dating violence, sexual assault, or
stalking, which would include threats
from a third party, such as a friend or
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family member of the perpetrator of the
violence. HUD requires that the program
participant provide appropriate
documentation ofthe original incident
of domestic violence, dating violence,
sexual assault, or stalking, and any
evidence of the current imminent threat
of harm. Examples of appropriate
documentation of the original incident
of domestic violence, dating violence,
sexual assault, or stalking include
written observation by the housing or
service provider; a letter or other
documentation from a victim service
provider, social worker, legal assistance
provider, pastoral counselor, mental
health provider, or other professional
from whom the victim has sought
assistance; or medical or dental, court,
or law enforcement records.
DOcumentation of reasonable belief of
further domestic violence, dating
violence, sexual assault, or stalking
includes written observation by the
housing or service provider; a letter or
other written documentation from a
victim service provider, social worker,
legal assistance provider, pastoral
counselor, mental health provider, or
other professional from whom the
victim has requested assistance; a
current restraining order, recent court
order, or other court records; or law
enforcement reports or records. The
housing or service provider may also
consider other documentation such as
emails, voiceinails, text messages, social
media posts, and other communication.
Because of the particular safety
concerns surrounding victims of
domestic violence, the interim rule
provides that acceptable evidence for
both the original violence and the
reasonable belief include an oral
statement. This oral statement does not
need to be verified, but it must be
documented by a written certification
by the individual or head of household.

This provision is specific to victims of
domestic violence, dating violence,
sexual assault, and stalking who are
receiving tenant-based rental assistance
in permanent housing. This interim rule
contains other policies for moving
program participants receiving any type
of assistance under this interim rule,
including tenant-based rental assistance,
within the Continuum of Care
geographic area, or smaller geographic
area required by the provider to
coordinate service delivery. Moving
program participants outside of the
geographic area where providers can
coordinate service-delivery is
administratively difficult for providers
and makes it difficult to monitor that
program participants have access to, and

. are receiving, appropriate supportive



presented in a narrative form or other
format prescribed by HUD.
Contmuums must use the HMIS to

demonstrate the following measures: (1)
That the mean length of homelessness
must be less than 20 days for the
Continuum's geographic area, or the
Continuum's mean length of episodes
for individuals and families in similar
circumstances was reduced by at least
10 p.ercent from the preceding year; (2)
that less than 5 percent of individuals
and families that leave homelessness
become homeless again any time within
the next 2 years, or the percentage of
individuals and families in similar
circumstances who became homeless
again within 2 years after leaving
homelessness was decreased by at least
20 percent from the preceding year; and
(3) for Continuums of Care that served
homeless families with youth defined as
homeless under other federal statutes,
that 95 percent of those families did not
become homeless again within a 2-year
period following termination of
assistance and that 85 percent of those
families achieved independent living in
permanent housing for at least 2 years
following the termination of assistance.
The McKinney-Vento Act requires

that HUD set forth standards for
preventing homelessness among the
subset of those at the highest risk of
becoming homeless among those
homeless families and youth defined as
homeless under other federal statutes,
the third measure above, one of which
includes achieving independent living
in permanent housing among this
population. HUD has set forth the
standards of 95 percent and 85 percent.
HUD recognizes that these standards are
high, but standards are comparable to
the other standards in the Act, which
are high. It is HUD's position that HPCs
should be addressing the needs of those
homeless individuals within their
communities prior to receiving
designation of a HPC and being allowed
to spend funds in accordance with
§578.71. .
The final standard that the

Continuum must use its HMIS data to
demonstrate is provided under section
424(d)(4) of the Act. The statute requires
each homeless individual or family who
sought homeless assistance to be
included in the data system used by that
community. HUD has defined this as
bed-coverage and service-volume
coverage rates of at least 80 percent. The
documentation that each homeless
individual or family who sought
homeless assistance be included in the
HMIS is not measurable by HUD. This
type of standard would be entirely
reliant upon self-reporting.
Additionally, individuals and families
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services; therefore, moves outside of the
geographic area where the provider can
effectively deliver and monitor service
coordination are allowed only under
exceptional circumstances. HUD has
established these provisions to provide
an exception and to address the
challenges that are associated with such
amove.
Based on HUD's experience in

administering the Shelter Plus Care
program, the interim rule includes
provisions to clarify when rental
payments may continue to be made to
a landlord when the program
participant no longer resides in the unit.
For vacated units, the interim rule
provides that assistance may continue
for a maximum of 30 days from the end
of the month in which the unit was
vacated, unless the unit is occupied by
another eligible person. A person
staying in an institution for less than 90
days is not considered as having vacated
the unit. Finally, the recipientmay use
grant funds, in an amount not to exceed
one month's rent, to pay for any damage
to housing due to the action of the
program participant, one-time, per
program participant, per unit. This
assistance can be provided only at the
time the program participant exits the
housing unit.

Supportive services. Grant funds may
be used to pay eligible costs of
supportive services for the special needs
of program participants. All eligible
costs are eligible to the same extent for
program participants who are .
unaccompanied homeless youth;
persons living with Human
Immunodeficiency Virus (IDV)I
Acquired Immune Deficiency Syndrome
(AIDS) (IDV/AlDS); and victims of
domestic violence, dating violence,
sexual assault, or stalking. Any cost that
is not described as an eligible cost under
this interim rule is not an eligible cost
of providing supportive services.
Eligible costs consist of assistance with
moving costs, case management, child
care, education services, employment
assistance and job training, housing
search and counseling services, legal
services, life skills training, mental
health services, outpatient health
services, outreach services, substance
abuse treatment services, transportation,
and utility deposits.
The definition of "supportive

services" in section 401(27) of the
McKinney-Vento Act includes the
provision of mental health services,
trauma counseling, and victim services.
HUD has determined that victim
services are eligible as supportive
services, and are included as eligible
program costs in this interim rule.
Providers are allowed to provide

services specifically to victims of
domestic violence, dating violence,
sexual assault, and stalking. The eligible
costs for providing victim services are
listed as eligible costs in the supportive
services funding category. Rather than
create a new eligible line item in the
project budget, HUD has determined
that these costs can be Included in the
funding categories already established.

Indirect costs. Indirect costs are
allowed as part of eligible program
costs. Programs using indirect cost
allocations must be consistent with
Office of Management and Budget
(OMB) Circulars A--87 and A-122, as
applicable. OMB Circular A--87 and the
regulations at 2 CFR part 225 pertain to
"Cost Principles for State, Local, and
Indian Tribal Governments. It OMB
Circular A-122 and the regulations
codified at 24 CFR part 230 pertain to
"Cost Principles for Non-Profit
Organizations. It

Other costs. In addition to the eligible
costs described in this preamble, the
regulation addresses the following other
eligible costs: acquisition, rehabilitation,
new construction, operating costs,
HMIS, project administrative costs, and
relocation costs.

High-Performing Communities (Subpart
E)
Section 424 of the McKinney-Vento

Act establishes the authority for the
establishment of and requirements for
HPCs. Applications must be submitted
by the collaborative applicant at such
time and in such manner as HUD may
require and contain such information as
HUD determines necessary under
§578.17(b). Applications will be posted
on the HUD Web site (www.hud.gov) for
public comments. In addition to HUD's
review of the applications, interested
members of the public will be able to
provide comment to HUD regarding the
applications.

Requirements. The Continuum of Care
must use HMIS data (HUD will publish
data standards and measurement
protocols) to determine that the
standards for qu.alifying as a HPC are
met. An applicant must submit a report
showing how the Continuum of Care
program funds were expended in the
prior year, and provide information that
the Continuum meets the standards for
HPCs.

Standards. In order to qualify as an
HPC, a Continuum of Care must
demonstrate through reliable data that it
meets all of the required standards. The
interim rule clarifies which standards
will be measured with reliable date from
a Continuum's HMlS and which
standards will be measured through
reliable data from other sources and
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have the right to decline having their
data entered into the HMIS. HUDuses
bed-coverage rates and service-volume
coverage rates as a proxy for measuring
the rate of inclusion of persons who are
present for services or housing in the
HMIS. This is a measurable standard,
and HUD defines 'the calculation in the
HMIS rule; therefore, the measurement
will be consistent between Continuums,

Continuums must use reliable data
from other sources and presented ina
narrative form or other format
prescribed by HUD to measure two
standards: Community action and
renewing HPC status. Section 424{d)(4)
of the McKinney-Vento Act establishes
another standard for HPCs, which is
"community action." This statutory
section provides that communities that
compose the geographic area must have
actively encouraged homeless
individuals and families to participate
in housing and services available in the
geographic area and included each
homeless individual or family who
sought homeless assistance services in
the data system used by that community
fat determining compliance. HUD has
defined "communities that compose the
geographic area" to mean the entire
geographic area of the Continuum. This
definition will also provide consistency
of measurement since most of HUD's
measurements are across the entire
Continuum of Care geographic area.
HUD has further defined "actively
encourage" within this standard as a
comprehensive outreach plan, including
specific steps for Identifying homeless
persons and referring them to
appropriate housing and services in that
geographic area. The measurement of
the last part of this standard, "each
homeless individual or family who
sought homeless assistance services in
the data system used by that
community," will be measured using
reliable data from an HMIS and has
been discussed earlier in this preamble.
HUD has determined this will provide
clarity and ensure consistent
measurement across Continuums.

The interim rule provides that a
Continuum of Care that was an HPC in
the prior year and used Continuum
funds for activities described under
§578.71 must demonstrate that these
activities were effective at reducing the
number of persons who became
homeless in that community, to be
renewed as a HPC.

Selection. HUDwill select up to 10
Continuums of Care each year that best
meet the epplication requirements and
the standards set forth in § 578.65.
Consistent with section 424 ofthe
McKinney-Vento Act, the interim rule
provides a HPC designation for the

grants awarded in the same competition
in which the designation is applied for
and made. The designation will be for
a period of one year.

Eligible activities. Recipients and
subrecipients in Continuums that have
been designated an HPC may use grant
funds to provide housing relocation and
stabilization services and short- and/or
medium-term rental assistance to
individuals and families at risk of
homelessness as set for in the
Emergency Solutions Grants program.
All eligible activities discussed in this
section must be effective at stabilizing
individuals and families in their current
housing, or quickly moving such
individuals and families to other
permanent housing. This is the only
time that Contlnuum of Care funds may
be used to serve nonhomeless
individuals and families. Recipients and
subrecipients using grant funds on these
eligible activities must follow the
written standards established by the
Continuum of Care in §578.7(a)(9)(v),
and the recordkeeplng requirements set
for the Emergency Solutions Grants
program rule.
Program Requirements (Subpart F)

All recipients of Continuum of Cere
funding must comply with the program
regulations and the requirements of the
NOFA issued annually by HUD. '

MatchIng. The HEARTH Act allows
for a new, simplified match
requirement. All eligible funding costs
except leasing must be matched with no
less than a 25 percent cash or in-kind
match. The interim rule c1ariflesthat the
match must be provided for the entire
grant, except that recipients that are
UFAs or are the sale recipient for the
Continuum may provide the match on a
Continuum-wide basis.

For in-kind match, the
governmentwide grant requirements of
HUD's regulations in 24 CFR 84.23 (for
private nonprofit organizations) and
85.24 (for governments) apply. The
regulations in 24 CFR parts 84 and 85
establish uniform administrative
requirements for HUD grants. The
requirements of 24 CFRpart 84 apply to
subrecipients that are private nonprofit
organizations. The requirements of 24
CFRpart 85 apply to the recipient and
subrecipients that are units of general
purpose local government. The match
requirement in 24 CFR 84.23 and in 24
CFR85.24 aprlies to administration
funds, as wei as Continuum of Care
planning costs and UFA's financial
management costs. All match must be
spent on eligible activities as required
under subpart D of this interim rule,
except that recipients and subrecipients
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in HPCs may use match on eligible
activities described under §578.71.

General operations. Recipients of
grant funds must provide housing or
services that comply with all applicable
State and local housing codes, licensing
requirements, and any other
requirements in the project's
jurisdiction, In addition, this interim
rule clarifies that recipients must abide
by housing quality standards and
suitable dweIIing size. Recipients must
also assess supportive services on an
ongoing basis, have residential
supervision, and provide fOf
participation of homeless Individuals as
required under section 426(g) of the
McKinney-Vento Act.

Specific request for comment. With
respect to housing quality standards,
HUD includes in this rule the
longstanding requirement from the
Shelter Plus Care program that
recipients or subrecipients, prior to
providing assistance on behalf of a
program participant, must physically
inspect each unit to assure that the unit
meets housing quality standards. This
requirement is designed to ensure that
program participants are placed in
housing that is suitable for living.
Additionally, these requirements are
consistent with HUD's physical
inspection requirements in its other
mainstream rental assistance programs.
Notwithstanding that this is a
longstanding requirement, HUD
welcomes comment on alternatives to
inspection of each unit that may be less
burdensome but ensure that the housing
provided to a program participant is
decent, safe, and sanitary.

Under Section 578.75, General
Operations, subsection (h), entitled
"Supportive Service Agreements,"
states that recipients and subrecipients
may require program participants to
take part in supportive services so long
as they are not disability-related
services, provided through the project as
a condition of continued participation
in the program. Examples of disability-
related services include, but are not
limited to, mental health services,
outpatient health services, and
provision of medication, which are
provided to a person with a disability to
address a condition caused by the
disability. '

This provision further states that if
the purpose of the project is to provide
substance abuse treatment services,
recipients and subrecipients may
require program participants to take part
in such services as a condition of
continued participation in the program.
For example, if a Continuum of Care
recipient operates B transitional housing
program with substance abuse treatment



services, should not be allowed to
discriminate against current or
prospective program beneficiaries on
the basis of religion, a religious belief,
a refusal to hold a religious belief, or a
refusal to attend or participate in a
religious practice. The Executive Order
directs that organizations that engage in
explicitly religious activities (including
activities that involve overt religious
content such as worship, religious
instruction, or proselytization) must
perform such activities and offer such
services outside of programs that are
supported with direct federal financial
assistance (including through prime
awards or subawards), separately in
time or location from any such programs
or services supported with direct federal
financial assistance, and participation in
any such explicitly religious activities
must be voluntary for the beneficiaries
of the social service program supported
with such federal financial assistance.
For purposes of greater clarity and
comprehensibility, the Executive Order
uses the term "explicitly religious" in
lieu of "inherently religious." The
Executive Order further directs that if a
beneficiary or prospective beneficiary of
a social service program supported by
federal fmancial assistance objects to
the religious character of an
organization that provides services
under the program, that organization
shall, within a reasonable time after the
date of the objection, refer the
beneficiary to lID alternative provider.
Executive Order 13559 provides for

the establishment of an Interagency
Working Group on Faith-Based and
Other Neighborhood Partnerships
(Working Group) to review and evaluate
existing regulations, guidance
documents, and polictes, and directs the
OMBto issue guidance to agencies on
uniform implementation following
receipt ofthe Working Group's report.
On April 27, 2012, the Working Group
issued its report, recommending a
model set of regulations and guidance
for agencies to adopt.'
HUn intends to wait for OMB

guidance before initiating any
rulemaking directed to broader changes
to HUD's existing faith-besed
regulations, to ensure consistency with
faith-based regulations of other federal
agencies. However, HUn has revised its
regulatory provisions governing faith-
based activities to incorporate the
principles of Executive Order 13559
pertaining to equal treatment of program
beneficiaries and to adopt terminology,
such as "explicitly religious" and "overt
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services, the recipient may require
program participants to participate in
those services. By contrast, in a program
that offers services but whose purpose is
not substance abuse treatment, a
recipient may not require a person who
is an alcoholic, for example, to sign a
supportive service agreement at initial
occupancy stating that he or she will
participate in substance abuse treatment
services as a condition of occupancy.
All program participants must, however,
meet all terms and conditions of
tenancy, including lease requirements.
If, as a result of a person's behavior
stemming from substance use, a person
violates the terms ofthe lease, a
recipient may consider requiring
participation in services or any other
action necessary in order for such a
person to successfully meet the
requirements of tenancy.
Finally, the interim rule clarifies that

in units where the qualifying member of
the household has died, or has been
incarcerated or institutionalized for
more than 90 days, assistance may
continue until the expiration of the
lease in effect at the time of the
qualifying member's death,
incarceration, or institutionalization.

Displacement, relocation, and
acquisition. All recipients must ensure
that they have taken all reasonable steps
to minimize the displacement of
persons as a result of projects assisted
under this part. This section of the
interim rule is substantially revised
from the previous programs to increase
clarity and comprehension of the
directions to recipient.'! and
subrecipients in the use of grant funds.

TimeJinBss standards. Recipients
must initiate approved activities and
projects promptly. Recipients of funds
for rehabilitation and new construction
must begin construction activities
within 9 months of the signing of the
grant, and such activities must be
completed within 24 months. HUDis
providing these requirements to assist
communities in meeting the obligation
and expenditure deadline historically
imposed by the annual HUD
appropriations act. HUDmay reduce a
grant term to a term of one year if
implementation delays reduce the
amount of funds that can be used during
the ori~inal grant term.

LimItation on use offunds. Recipients
of funds provided under this part musl
abide by any limitations that apply to
the use of such funds, such as use of
funds for explicitly religious activities.
The limitation on use of funds also

addresses limitation on uses where
religious activities may be concerned. It
is HUD's position that faith-based
organizations are able to compete for

HUD funds and participate in HUD
programs on an equal footing with other
organizations; that no group of
applicants competing for HUD funds
should be subject, as a matter of
discretion, to greater or fewer
requirements than other organizations
solely because of their religious
character or affiliation, or, alternatively,
the absence of religious character or
affiliation. HUD's general principles
regarding the equal participation of such
organizations in its programs are
codified at 24 CPR5.109. Program-
specific requirements governing faith-
based activities are codified in the
regulations for the individual HUP
programs. (See, for example, 24 CFR
574.300(c), 24 CFR582.116(c), and 24
CFR 583.150{b).) .
HUD's equal participation regulations

were prompted by Executive Order
13279, Equal Protection of the Laws for
Faith-Based and Community
Organizations, issued by President Bush
on December 12, 2002, and published in
the Federal Register on December 16,
2002 (67 FR 77141). Executive Order
13279 set forth principles and
policymaking criteria to guide federal
agencies in ensuring the equal
protection of the laws for falth-based
and community organizations.
Executive Order 13279 was amended by
Executive Order 13559 (Fundamental
Principles and Policymaking Criteria for
Partnerships With Faith·Based and
Other Neighborhood Organizations),
issued by President Obama on
November 17,2010, and published in
the Federal Register on November 22,
2010 (75 FR 71319).
Executive Order 13559 expands on

the equal participation principles
provided in Executive Order 13279 to
strengthen the capacity of faith-based
and other neighborhood organizations to
deliver services effectively and ensure
the equal treatment of program
beneficiaries. Executive Order 13569
reiterates a key principle underlying
participation of faith-based .
organizations in federally funded
activities and that is that faith-based
organizations be eligible to compete for
federal financial assistance used to
support social service programs and to
participate fully in social service
programs supported with federal
financial assistance without impairing
their independence, autonomy,
expression outside the programs in
question, or religious character.
With respect to program beneficiaries,

the Executive Order states that
organizations, in providing services
supported in whole or in part with
federal financial assistance, and in their
outreach activities related to such
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W1vw.wllilehouslJ.gov!site8Ide!ou/l/filesluploadsl
flnaljo1thbasedworkinggroupreport.pdf.
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religious content, II that offers greater
clarity to the limitations placed on faith-
based organizations when using federal
funds for their supportive servlces.
Additionally, HUD is putting In place
through this rulemaking the provision of
Executive Order 13559 that directs the
referral to alternative providers.
Executive Order 13559 provides that if
a beneficiary or prospective beneficiary
of a social service program supported by
federal financial assistance objects to
the religious character of an
organization that provides services
under the program, that organization
shall, within a reasonable time frame
after the date of the objection, refer the
beneficlary to an alternative provider.
While HUD will benefit from OMB
guidance on other provisions of the
Executive Order, specifically those
which the Working Group is charged to
provide recommendations, the
"referral" provision of the Executive
Order is one that HUD believes it can
immediately put in place. HUD may,
following receipt of public comment
and further consideration of this issue,
revise how recipients and subrecipients
document the referral to other providers
when beneficiaries may assert
objections to the original provider. For
now, HUD is requiring that any
objections and any referrals be
documented in accordance with the
recordkeeping provlstons of §578.013.
This section of the interim rule also

contains limitations on the types of
eligible assistance that may not be
combined in a single structure or
housing unit. As the Continuum of Care
substantially increases the types of
assistance that may be combined in a
project from previous programs, HUD
has established standards in this section
to provide recipients with clarity about
the types of activities that may not be
carried out in a single structure or
housing unit. .

Termination of assistance. The
interim rule provides that a recipient
may terminate assistance to a
participant who violates program
requirements or conditions of
occupancy. The recipient must provide
a formal process that recognizes the duo
process of law. Recipients may resume
assistance to a participant whose
assistance has been terminated.
Recipients that are providing

permanent supportive housing for hard-
to-house populations of homeless
persons must exercise judgment and
examine all circumstances in
determining whether termination is
appropriate. Under this interim rule,
HUD has determined that a participant's
assistance should be termhiated only in
the most severe cases. HUn is carrying

over this requirement from the Shelter
Plus Care program.

Fair Housing and Equal Opportunity
requirements. The Continuum of Care,
as weU as its members and
subreclplents, are required to comply
with applicable civil rights laws.
Section 578.93, addressing
nondiscrimination and equal
opportunity requirements, is provided
to offer greater direction to recipients
and subrecipients on the use of grant
funds. Section 578.93(a) states that the
nondiscrimination and equal
opportunity requirements set forth in 24
CFR 5.105(a) apply. This includes, but
is not limited to, the Fair Housing Act,
Title VI ofthe Civil Rights Act of 1964,
Section 504 of the Rehabilitation Act of
1973 (Section 504), and title IT of the
Americans with Disabilities Act.
Section 578.93(b) explains when

recipients and subrecipients may
exclusively serve a particular
subpopulation in transitional or
permanent housing. As part of these
requirements, recipients must also
administar programs and activities
receiving federalfinanclal assistance in
the most integrated setting appropriate
to the needs of qualified individuals
with disabilitios. This "integration
mandate" requires that HUD-funded
programs or activities enable
individuals with disabilities to interact
with non disabled persons to the fullest
extent possible. In reviewing requests
for funding through the Continuum of
Care NOFA, HUD will be considering
each recipient'S proposals to provide
integrated housing to individuals with
disabilities.
There are certain situations in which

a recipient or subrecipient may limit
housing to a specific subpopulation, so
long as admission does not discriminate
against any protected class, as well as
instances where recipients or
subrecipients may limit admission or
provide a preference to certain
subpopulattons of homeless persons and
families who need the specialized
services provided in the housing. For
example, § 578.93(b)(2) states that the
housing may be limited to homeless
veterans, so long as admission is not
denied based on any membership in a
protected class; e.g., homeless veterans
with families must be admitted.
Similarly, housing may be limited to
domestic violence victims and their
families or persons who are at risk of
institutionalization, so long 8S
admission is not denied based on any
membership in a protected class.
Section 578.93(b)(3) states that

housing may be limited to families with
children.
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Sectlon 578.93(b)(1) states that, in
consideration of personal privacy,
housing may only be limited to a single
sex when such housing consists of a
single structure with shared bedrooms
or bathing facilities such that the
considerations of personal privacy and
the physical limitations of the
configuration of the housing make it
appropriate for the housing to be limited
to one sex.
Further, §§578.93(b)(4) and (5) clearly

outline instances when sex offenders or
violent offenders may be excluded from
housing, and when projects providing
soberhousing may exclude persons.
HUD's Section 504 regulations permit

housing funded under a particular
program to be reserved for persons with
a specific disability when a federal
statute or executive order specifically
authorizes such a limitation. Section
578.93(b)(6) states that if the housing is
assisted with funds under a federal
program that is limited by federal
statute or executive order to a specific
subpopulation, the housing may be
limited to that subpopulation.
Section 578.93(lj}(7} provides

clarification to recipients of funds under
this part as to when a project can limit
admission to a specific subpopulation of
homeless individuals and families based
on the service package offered in the
project. To help recipients better
understand these requirements, the
following paragraphs provide a detailed
explanation of the regulatory provlslon,
along with a few examples.
Section 578.93(b)(7) states that

recipients may limit admission to or
provide a preference for the housing to
subpopulatlons of homeless persons and
families who need the specialized
supportive services that are provided in
the housing. The regulation contains the
following examples: Substance abuse
addiction treatment, domestic violence
services, or a high-intensity package
designed to meet the needs of hard-to-
reach homeless persons. However,
§ 578.93(b)(7) further states that while
the housing may offer services for a
particular type of disability, no
otherwise eligible individual with a
disability, or family that includes an
individual with a disability, who may
benefit from the services provided may
be excluded on the grounds that they do
not have a particular disability. Below
are general examples to offer guidance
on this subsection. Please note that
these examples are nonexhaustive, but
emphasize that the proper focus is on
the services available as part of the
Continuum of Care project as opposed
to a person's category or subcategory of
disability. While these general
principles are offered to help clarify this



of skills and knowledge to entities that
may need, but do not possess, such
skills and knowledge. The assistance
may include written information, such
as papers, manuals, guides, and
brochures; person-to-person exchanges;
and training and related costs.
Therefore, as needed, HUDmay

advertise and competitively select
providers to deliver technical
assistance. HUDmay enter into
contracts, grants, or cooperative
agreements to implement the technical
assistance. HUDmay also enter into
agreements with other federal agencies
when awarding technical assistance
funds.

Recordkeeplng requirements. Grant
recipients under the Supportive
Housing Program and the Shelter Plus
Care program have always been required
to show compliance with regulations
through appropriate records. However,
the existing regulations are not specific
about the records to be maintained. The
interim rule for the Continuum of Care
program elaborates upon the
recordkeeping requirements to provide
sufficient notice and clarify the
documentation that HUD requires for
assessing compliance with the program
requirements. The recordkeeping
requirements for documenting homeless
status were published in the December
5, 2011, Defining Homeless final rule.
Because these recordkeeping
requirements already went through a 60-
day comment period, HUD is not
seeking further comment on these
requirements. Additionally,
recordkeeping requirements with
similar levels of specificity apply to
documentation of "at risk of
homelessness" and these requirements
can be found in §576.500(c) of the
Bmargency Solutions Grants program
interim rule published on December 5,
2011. Because the documentation
requirements pertaining to ••at risk of
homelessness" were already subject to a
60-day public comment period, HUD is
not seeking additional comment on
these requirements. Further
requirements are modeled after the
recordkeeping requirements for the
HOMEInvestment Partnerships Program
(24 CFR92.508) and other HUD
regulations.
Included along with these changes are

new or expanded requirements
regarding confidentiality, rights of
access to records, record retention
periods, and reporting requirements,
Most significantly, to protect the safety
and privacy of all program participants,
the Continuum of Care rule broadens
the program's confidentiality
requirements. The McKinney-Vento Act
requires only procedures to ensure the

45438 Federal Register/Vol. 77, No. 147/Tuesday, July 31, 2012/Rules and Regulations

section, a change in the factual scenario
may change the analysis.
One clarifying example is as follows.

A private, nonprofit organization or a
local government applies for and
receives a new grant under this part to
provide project-based rental assistance
and services, including case
management, intensive therapy
provided by a psychiatrist, and
medication managemant. The racipient
or subrecipient may establish a
preference for individuals who are
chronically homeless. When filling an
opening in the housing, the recipient or
subrecipient may target chronically
homeless individuals or families, but if
there are no such individuals or families
either on a waiting list or applying for
entrance to the program, the recipient or
subrecipient cannot deny occupancy to
individuals or families who apply for
entrance into the program and who may
benefit from the services provided;
When filling a vacancy in the housing,
the recipiant or subrecipient, if
presented with two otherwise eligible
persons, one who is chronically
homeless and one who is not, may give
a preference to the chronically homeless
individual.
By comparison, §578.93(b)(6)

addresses situations where Continuum
of Care funds are combined with HUD
funding for housing that may be
restricted to a specific disability, For
example, if Continuum of Care funds for
a specific project are combined with
construction or rehabilitation funding
for housing from the Housing
Opportunities for People With AIDS
program, the program may limit
eligibility for the project to persons with
HIVIAIDSand their families. An
individual or a family that includes an
individual with a disability may be
denied occupancy if the individual or at
least one member of the family does not
have HIV/AIDS. .
In another example, a private,

nonprofit organization applies for and
receives Continuum of Care funds from
a local governmental entity to
rehabilitate a five-unit building, and
provides services'including assistance
with daily living and mental health
services. While the nonprofit
organization intends to target and
advertise the project as offering services
for persons with developmental
disabilities, an individual with a severe
psychiatric disability who does not have
a developmental disability but who can
benefit from these services cannot be
denied. .
Section 578.93(e) incorporates the

"preventing involuntary family
separation" requirement set forth in
Section 404 of the MCKinney-VetoAct

into this interim rule. This provision
clarifies, especially for projects where
the current policy is to deny the
admittance of a boy under the age of 18,
that denying admittance to a project
based on age and gender is no longer
permissible, HUD encourages
Continuums of Care to use their
centralized or coordinated assessment
systems to find appropriate shelter or
housing for families with male children
under the age of 18.

Specific request for comment. HUD
specifically seeks comments from
Continuum of Cars-funded recipients on
this requirement. HUD invites
comments about the difficulty that
recipients are going to experience, if
any, in implementing this requirement.
In addition to comments about the
difficulties, HUD invites communities
that have already implemented this
requirement locally to describe their
methods for use in HUD's technical
assistance materials and for posting on
the HUDHomeless Resource Exchange.

Other standards. In addition to the
program requirements described in this
preamble, the interim rule sets forth
other program requirements by which
all recipients of grant funds must abide.
These include a limitation on the use of
grant funds to serve persons defined as
homeless under other federal laws,
conflicts of interest standards, and
standards for identifying uses of
program income.
Aiiditionally, recipients are required

to follow other federal requirements
contained in this interim rule under
§578.99. These include compliance
with such federal requiremants as the
Coastal Barriers Resources Act, OMB
Circulars, HUD's Lead-Based Paint
regulations, and audit requirements.
The wording of these requirements has
been substantially revised from previous
programs, with the objective being to
increase clarity and comprehension of
the directions to recipients and
subrecipients in the use of grant funds,
Administration (Subp(Jl'tG)

Technical assistance. The purpose of
technical assistance under the
Continuum of Care program is to
increase the effectiveness with which
Coutinuums of Care, eligible applicants,
recipients, subrecipients, and UFAs
implement and administer their
Continuum of Care planning process.
Technical assistance will also improve
the capacity to prepare applications,
and prevent the separation of families in
projects funded under the Emergency
Solutions Grants, Continuum of Care,
and Rural Housing Stability Assistance
programs. Under this interim rule,
technical assistance means the transfer
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confidentiality of records pertaining to
any individual provided family violence
prevention or treatment services under
this program. The interim rule requires
written procedures to ensure the
security and confidentiality of all
records containing personally
identifying information of any
individual or family who applies for
and/or receives Continuum of Care
assistance.

Grant and project changes. The
interim rule provides that recipients of
grants may not make any significant
changes to use of grant funds without
prior HUD approval, evidenced by a
grant amendment signed by HUD and
the recipient. The interim rule provides
separate standards for determining
when a grant amendment is required for
Continuums having only one recipient,
including UFAs, and Continuurns
having more than one recipient.
Additionally, the interim rule provides
contingencies that must be met before
HUD will approve tho grant
amendment. These contingencies are
necessary to ensure that recipients meet
the capacity requirements established in
the NOF A and to ensure that eligible
persons within the geographic area are
better served and, since the Continuum
of Care program is a competitive
program, that the priorities established
under the NOFA continue to be met.
Any changes to an approved grant or
project that do not require a grant
amendment, as set forth in this section.
must be fully documented in the
recipient's or subrecipient's records.

Sanctions. The interim rule
establishes sanctions based on existing
regulations and strengthens the
enforcement procedures and array of
remedial actions and sanctions for
recipients and subrecipients of
Continuum of Care funds. These
revisions draw from the requirements at
24 CFR 85.4S and other HUD program
regulations.

Ulose-out. The interim rule provides
that grants must be closed out at the end
of their grant term ifrecipients arenot
seeking renewal. Section 578.109 of thie
interim rule specifies the actions that
must be taken after the closeout,
including grantee submission of
financial, final performance, or other
reports required by HUD within 90 days
of the end of the grant term. Any unused
funds must be de obligated and returned
toHUD.
The interim rule stipulates, for grants

seeking renewal, that failure to submit
final performance reports, or other
reports required by HUD within 90
days, may cause renewal funds to be
withdrawn and grant funds expended
on the renewal grant to be repaid.

In. Regulations for BUD Homeless
Assistance Pro~aDlS Existing Prior to
Enactment of HEARTH Act
Because grants are still being

administered under the Shelter Plus
Care program and the Supportive
Housing program, the regulations for
these programs in 24 CFR parts 582, and
58S, respectively, will remain in the
Code of Federal Regulations for the time
being. When no more. or very few,
grants remain under these programs,
HUD will remove the regulations in
these parts by a separate rule (if no
grants exist) or will replace them with
a savings clause, which will continue to
govern grant agreements executed prior
to the effective date of the HEARTH Act
regulations.

IV, Conforming Regulations

In addition to establishing the new
regulations for the Continuum of Care
program, HUD Is amending the
following regulations, which reference
the Shelter Plus Care Program and the
Supportive Housing Program, to include
reference to the Continuum of Care
program. These regulations are the
regulations pertaining to: (1) Family
Income and Family Payment;
Occupancy Requirements for Section 8
and Public Housing, Other HUD-

. Assisted Housing Serving Persons with
Disabilities. and Section 8 Project-Based
Assistance, the regulations for which are
in 24 CFR part 5, subpart F, specifically.
§5.601 (Purpose and Applicability),
paragraphs (d) and (e) of this section:
§5.60S (Definitions). specifically the
definition of "Responsible Entity;"
§5.617 (Self-Sufficiency Incentives for
Persons with Disabil1ties-Disallowance
of Increase in Annual Income).
paragraph (a) of this section; (2)
Environmental Review Responsibilities
for Entities Assuming HUD
Environmental Responsibilities, the
regulations for which are in 24 CFR part
58, specifically §58.1 (Purpose and
Applicability), paragraph (b)(s) oftbis
section; and (S) the Consolidated
Submissions for Community Planning
and Development Programs. the
regulations for which are In 24 CFR part
91. specifically, §91.2 (Applicability),
paragraph (b) of this section.

V. Justification for Interim Rulemaking
In accordance with its regulations on

rulemaking at 24 CFR part 10, HUD
generally publishes its rules for advance
public comment.s Notice and public

2,.he Admlnlstrallve Procedure Act (5 U.S.C.
Subchapter ll) (APA), which governs federal
rulemaking. provides In secllon 553(a) thai mailers
Involving a military or foreign affairs function of the
United Slates or a mailer relating to federal agency
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procedures may be omitted, however, if
HUD detennines that, in a particular
case or class of cases, notice and public
comment procedure are "impracticable,
unnecessary, or contrary to the public
interest." (See 24 CFR 10.1.)
In this case, HUD has determined that

it would be contrary to the public
interest to delay promulgation of the
regulations for the Continuum of Care
program.s Congress has provided
funding for this new program in the
Consolidated and Further Continuing
Appropriations Act, 2012 (pub. L. 112-
55. approved November 18, 2011) (FY
2012 Appropriations Act). The FY 2012
Appropriations Act, under the account
for Homeless Assistance Grants,
appropriates not less than $1.593 billion
for the Continuum of Care and Rural
Housing Stability programs. While
many federal programs, including HUD
programs, received a reduction in
funding in the FY 2012Appropriations
Act, Congress increased funding for
HUD's homeless assistance grants,
including the Continuum of Care
program. Additionally, the Conference
Report accompanying the FY 2012
Appropriations Act (House Report 112-
284) states in relevant part, as follows:
"The conferees express concern that
HOD continued to implement pre-
HEARTH grant programs in FY 2011,
due to a lack of regulations. The
conferees direct HUD to publish at least
interim guidelines for the Emergency
Solutions Grants and Continuum of Care
programs this flscalyear and to
implement the new grant programs as
soon as possible so that the updated
policies and practices in HEARTH can
begin to govern the delivery of homeless
assistance funding." (See ConC. Rpt. at
page 319. Emphasis added.) Given this
congressional direction, HOD is issuing
this rule providing for regulations for
the Continuum of Care program as an
interim rule. Having interim regulations
in place will allow HUD to move
forward in making FY 2012 funds
available to grantees, and avoid a
significant delay that would result from
issuance, first, of a proposed rule. As

manaB8ment or personnel Drto publlc property.
loans. grants. benefits, or contracts are exempt from
the advance notice and pubHc comment
requirement of seotlons 663(b) and (0) of the APA.
In Its l8gulalionsln 24 CPR 10.1. HUD has waived
the exemption for advanca notice and public
comment for matters that relate to public properly.
loans. grants. banefits. or contracts, and hos
committed to undertake notice and comment
rulemaklng for these matters,
oAlthough HUD's regulation in 24 CPR10.1

provide that HUD will involve public partlclpallon
in Its rulemaklng. this I1IgulaUonalso provides that
notice and public procedure will be omitted If HUD
determines In a particular case or class of cases !hal
nollce and pubJlc procedure are Impracticable.
unnecessary, or contrary to the public interest.
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has been discussed in this preamble, the
foundation for the Continuum of Care
regulations is the criteria and
requirements provided in NOFAs for the
Continuum of Care Homeless Assistance
Grants Competition program, which
HUDhas funded for more than 10 years.
Through the Continuum of Care
Homeless Assistance Grants
Competition program, HUD provided
funding for the Supportive Housing
program, the Shelter Plus Care program,
and the Section 8 Moderate
Rehabilitation Single Room Occupancy
program. The HEARTHAct
consolidated these three competitive
programs into the statutorily established
Continuum of Care program, which was
established as a single grant program.
Interim regulations will provide
certainty with respect to funding
requirements and eligible expenditures
for FY 2012, and the public comment
solicited through this interim rule will
help inform the public procedures that
HUD is contemplating in its regulations
in 24 CFRpert 10, and this public
comment, in turn, will inform the final
rule that will follow this interim rule
and govern the funding years following
FY2012.
"Forthe reasons stated above, HUD is

issuing this rule to take immediate
effect,but welcomes all comments on
this interim rule and all comments will
be taken into consideration in the
development of the final rule.
VI. Findings and CertificatioDs
Regulatory Review-Executive Orders
12866 and 13563
Under Executive Order 12866

(RegulatoryPlanning and Review), a
determination must be made whether a
regulatory action is significant and,
therefore, subject to review by the Office
ofManagement and Budget (OMB)in
accordance with the requirements of the
order. Executive Order 13563
(Improving Regulations and Regulatory
Review) directs executive agencies to
analyze regulations that are "outmoded,
ineffective, insufficient, or excessively
burdensome, and to modify, streamline,
expand, or repeal them in accordance
with what has been learned." Executive
Order 13563 also directs that, where
relevant, feasible, and consistent with
regulatory objectives, and to the extent
permitted by law, agencies are to
identify and consider regulatory
approaches that reduce burdens and
maintain flexibility and freedom of
choice for the public. This rule was
determined to be a "significant
regulatory action," as defined in section
3(f)of Executive Order 12866 (although
not an economically significant

regulatory action. as provided under
section 3(f)(1)ofthe Executive Order).
As has been discussed in this

preamble, this interim rule establishes
the regulations for the Continuum of
Care program, which is the HEARTH
Act's codification of HOD's long-
standing Continuum of Care planning
process. The HEARTHAct not only
codified in law the planning system
known as Continuum of Care, but
consolidated the three existing
competitive homeless assistance grant
programs (Supportive Housing, Shelter
Plus Cere, and Single Room Occupancy)
into the single grant program known as
the Continuum of Care program. As
discussed in the preceding section of
the preamble, HUD funded these three
programs for more than 10 years
through a NOFA, which was titled the
Continuum of Care Homeless Assistance
Grants Competition Program. However,
the funding of the three competitive
grant programs, although done through
a single NOFA, delineated the different
statutes and regulations that governed
each of the three programs (see, for
example, HUD's 2008 Continuum of
Care NOFA at 73 FR 398450,
specifically page 39845). In
consolidating these three competitive
programs into a single grant program,
the HEARTHAct achieves the
administrative efficiency that HUD
strived to achieve to the extent possible,
through its administrative establishment
of the Continuum of Care planning
process. To the extent permitted by the
HEARTHAct and where feasible, the
regulations build-in flexibility for
grantees, based on experience in
administering the Continuum of Cere
program to date. Given the transition
from administrative operation of the
Continuum of Cere program to statutory
operation of the Continuum of Care
program, this interim rule would also
have no discernible impact upon the
economy.
The docket file is available for public

inspection in the Regulations Division,
Office of the General Counsel, Room
10276,451 7th Street SW.,Washington,
DC 20410-0600. Due to security
measures at the HUDHeadquarters
building, please schedule an
appointment to review the docket file by
calling the Regulations Division at 202-
708-3055 (this is not a toll-free
number). Individuals with speech or
hearing impairments may access this
number via TTYby calling the Federal
Relay Service at 800-877-8339.
Environmental Impact
A Finding of No Significant Impact

(FONSI)with respect to the
environment has been made in
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accordance with HUD regulations at 24
CFRpart 50, which implement section
102(2)(C)of the National Environmental
Policy Act of 1969 (42 U.S.C.
4332(2)(C)).The Finding of No
Significant Impact is available for public
inspection between the hours of 8 a.m,
and 5 p.m. weekdays in the Regulations
Division, Office of General Counsel,
Deportment of Housing and Urban
Development, 451 7th Street SW., Room
10276, Washington, DC 20410-0500.
Due to security measures at the HUD
Headquarters building, please schedule
an appointment to review the FONSI by
calling the Regulations Division at 202-
708-3055 (this is not a toll-free
number). Individuals with speech or
hearing impairments may access this
number via TTY by calling the Federal
Relay Service,at,800-877-8339.
Unfunded Mandates Reform Act
The Unfunded Mandates Reform Act

oU995 (2 U.S.C. 1531-1638) (UMRA)
establishes requiraments for federal
agencies to assess the effects of their
regulatory actions on State, local, and
tribal governments and on the private
sector. This interim rule does not
impose a federal mandate on any State,
local, or tribal government, or on the
private sector, within the meaning of
UMRA.
Regulatory Flexibility Act
The Regulatory Flexibility Act (5

U.S.C. 601 et seq.) generally requires an
agency to conduct a regulatory
flexibility analysis of any rule subject to
notice and comment rulemaking
requirements, unless the agency certifies
that the rule will not have a significant
economic impact on a substantial
number of small entities. This rule
solely addresses the allocation and use
of grant funds under the new
McKinney-Vento Act homeless
assistance programs, as consolidated
and amended by the HEARTHAct. As
discussed in the preamble, the majority
of the regulatory provisions proposed by
this rule track the regulatory provisions
ofthe Continuum of Care program, with
which prospective recipients of the
Supportive Housing program and the
Shelter Plus Cere program Olefamilier.
Accordingly, the program requirements
should raise minimal issues because
applicants and grantees are familiar
with these requirements, and in
response to HUD's solicitations to them
,on the burden of the requirements for
the Supportive Housing program and
the Shelter Plus Care program. grantees
have not advised that such requirements
are burdensome. Therefore, HUD has
determined that this rule would not
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have a significant economic impact on
a substantial number of small entities.
Notwithstanding HUD's

determination that this rule will not
have a significant effect on a substantial
number of small entities, Hun
specifically invites comments regarding
any loss burdensome alternatives to this
rule that will meet HUD's objectives as
described in this preamble.
Executive Order 13132, Federalism
Executive Order 13132 (entitled

"Federalism") prohibits an agency from
publishing any rule that has federalism
implications If the rule either imposes

substantial direct compliance costs on
State and local governments and Is not
required by statute, or the rule preempts
State law, unless the agency meets the
consultation and funding requirements
of section 6 of the Executive Order. This
final rule does not have federalism
implications and docs not impose
substantial direct compliance costs on
State and local governments nor
preempts State law within the meaning
ofthe Executive Order.
Paperwork Reduction Act
The information collection

requirements contained in this interim

rule have been submitted to the Office
of Management and Budget (OMB)
under the Paperwork Reduction Act of
1995 (44 U.S.C. 3501-3520). In
accordance with the Paperwork
Reduction Act, an agency may not
conduct or sponsor, and a person is not
required to respond to, a collection of
information, unless the collection
displays a currently valid OMB control
number.
The burden of the information

collections in this interim rule is
estimated as follows:

REPORTING AND RECORDKEEPING BURDEN

Infonnatlon collecUon Total annual
hours

§578.5(a) Establishing the coC ................••...............•..•.•.•.
§ 578.5(b) Establishing the BOard ......•..........•........•..•.•...•....
§578.7(a)(1) Hold CoC MeetIngs ••••••••.•....••..•.•••..•..•.•.••..•••.
§578.7(a)(2) Invitation for New Members ....••.•..................•
§578.7(a)(4) Appoint committees ..........••..••.•..•..••...............
§578.7(a)(5) Govemance charter ••.•••.•••••.••.•••••••••••••..•.....•..
§ 57B.7(a)(6) and (7) Monitor perfonnance and evaluation
§ 578.7(a)(8) Centralized or coordinated assessment sys-
tem ..••.••••••.••••........••••••.•••••••••.•••••.....•.•••..••••.••................•..

§57B.7(a)(9) Written standards •........••••••....•..••...................
§578.7(b) Designate HMIS ••••...••.•.••...••..•••..••••.••.•...............
§578.9 Appllcatlc;m for funds ...........................•............•..•••.
§ 57B.l1 (c) Develop COC plan .......•••••.•••••••.......•.•...........••..
§578.21 (c) SatlSfylng conditions .......•...•...•........••.••••..........
§ 57B.23 executing grant agreements .••..•••..•.•••••••....•..••.....
§578.35(b) Appeal-solo ••..•........•...•••.............••••............•...
§57B.35(c) Appeal--<lenled or decreased funding .........•...
§ 57B.35(d) Appeal--competlng COC .......••.••.•.••...••..•.........
§ 578.35(e) Appeal-Consolidated Plan certification .........•
§ 578.49(a)-Leaslng exceptions •......•.....••...........•...•••...••...
§ 578.65 HPC Standards ••.•........••••.••••.••••......•••.••.••••..•••••.••
§578.75(a)(I) state and local requlrements-appropriate
service provisIon ................••••.•.....•••.••.••••••••.•...•••.••••....•...

§578.75(a)(I) State and local requlrements-houslng
codes ..••••••.•••••••••......•••.•..•••••••••••••..•••••..••••.•...•.•••••..•.....••.

§578.75(b) Housing quality standards .....•.....•................•.••
§578.75(b) Suitable dwelling size ........••..................•.•••••...•
§57B.75(c) Meals .....•.•••••.•••.•.•.......•.•....••.•••••••..•.•..•...•....•....
§ 578.75(e) Ongoing asseS$ment of supportIve services ....
§578.75(f) Residential supervision .•••.•.•••••••••.•.•....•...•••.•..•••
§ 578.75(g) ParticipatIon of-homeless Individuals ..•••.•••••.•••
§ 57B.75(h) Supportive service agreements ...•........•.....•...•.
§ 578.77(a) Signed leases/occupancy agreements ..•..........
§578.77(b) CalculatIng occupancy charges ..••.•....••....•......•
§ 578.77(c) Calculating rent ••••••...•.•••.••••.•••...••••••...••••.••••••..•
§578.81(a) Use restriction •••.,•••..••••.•••..••.••••.•.•••.....••.•.•....•..
§578.91(a) Tennlnatlon of assIstance ..•................•........•....
§ 578.91 (b) Due procees for termination 0' assistance ......•
§ 578.95(d)-Confllct-of-lnterest exceptions ..••..••..•••...••...•••
§ 578.103(a)(3) Documenting homelessness ••.••....••...••...••.
§578.103(a)(4) Documenting at rtsk of homelessnees •...•••
§ 57B.l 03(a)(5) Documenting Imminent threat of harm .
§ 578.1 03(a)(7) Documenting program participant records
§ 578.1 03(a)(7) Documenting case management .
§ 578.1 03(a)(13) DocumenUng faith-based activities •..•....••
§ 578.1 03(b) Confidentiality procedures ..............••••..•••.......
§ 57B.105(a} GrantlproJ~t changes-UFAs .....•.........•....•...
§ 578.105(b) Grant/project changes-multiple project appli-
cants •.•••.•..•••••.••..•••..........•...............••..•.•..••..•.•.•..••••.••......

Number of
resPondents

450
450
450

~
450
450

450
450
450
450
450

8,000
B,OOO

10
15
10
5
5

20

7,000

20
72,800
72,800
70,720
8,000
6,600

11,500
3,000

104,000
1,840
2,000

20
400

4,500
10

300,000
10,000

200
350,000

8,000
8,000
11,500

20

800

Response
frequency
(average)

1
1
2
1
2
1
4

1
1
1
1
1
1
1
1
1
1
1
1
1

1

1
2
2
1
1
3
1

100
2

200
200
1
1
1
1
1
1
1
6
12
1
1
2

1

Total annual
responses

450
450
900
450
900
450
450

450
450
450
450
450

8,000
8,000

10
16
10
5
5

20

7,000

20
145,600
145,600
70,720
8,000

19.800
11,500
30,000

20B,000
368,000
400,000

20
400

4,500
10

300,000
10,000

200
2.100,000

96,000
8,000
11,500

40

800

Burden hours
per response

8.0
5.0
4.0
1.0
0.5
7.0
9.0

8.0
5.0

10.0
180.0

9.0
4.0
1.0
4.0
1.0
5.0
2.0
1.5

10.0

0.5

3.0
1.0

0.08
0.5
1.5

0.75
1.0
0.5
1.0

0.75
0.75
0.5

4.00
3.0
3.0

0.25
0.25
0.6

0.25
1.0
1.0
1.0
2.0

2.0

3,600
2,250
3,600
450
450

3,150
4,050

3,600
2,250
4,500

81,000
4,050

32,000
8,000

40
15
50
10
7.5
200

3,500

60
145,600
11,648
35,360
12,000
14,850
11,500
16,000

208,000
276,000
300,000

10
1,600

13,500
30

75,000
2,500
100

525,000
96,000
8,000
11,500

80

1,600

Total •.............••••....•.....••...•............................................
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618.81 . Limitation on use of funds.
518.89 Limitation on use of grant funds to

serve persons defined as homeless under
other federellaws.

578.91 Termination of assistance to
program participants.

518.93 Fair Housing and Equal
Opportunity.

518.95 Conflicts ofinlerest.
518.91 Program income.
518.99 Applicability of other federe1

requirements.
Subpart G-Grant Administration
618.101 Technical assistance.
578.103 Recordkeeping requirements,
578.105 Grant and project changes.
578.107 Sanctions.
578.109 Closeout.
Authority: 42 U.S.C. 11371 fit seq., 42

U.S.C. 3535(d).

SubpartA-General Provisions
§578.1 Purpo •• and scop ••
(a) The Contlnuum of Care program is

authorized by subtitle C of title IV of the
McKinney·Vento Homeless Assistance
Act (42 U.S.C. 11381-11389).
(b) The program is designed to:
(1) Promote communitywide

commitment to the goal of ending
homelessness;
(2) Provide funding for efforts by

nonprofit providers, States, and local
governments to quickly rehouse
homeless individuals (including
unaccompanied youth) and families,
while minimizing the trauma and
dislocation caused to homeless
individuals, families, and communities
by homelessness; .

(3) Promote access to and effective
utilization of mainstream programs by
homeless individuals and families; and
(4) Optimize self-sufficiency among

iudividuals and families experiencing
homelessness. .
§578.3 Definition ••
As used in this part:
Act means the McKinney·Vento

Homeless Assistance Act as amended
(42 U.S.C. 11371 et seq.).

Annual renewal amount means the
amount that a grant can be awarded on
an annual basis when renewed. It
includes funds only for those eligible
activities (operating, supportive
services, leasing. rental assistance,
HMIS, and administration) that were
funded in the original grant (or the
original grant as amended), less the
unrenewable activities (acquisition, new
construction, rehabilitation, and any
administrative costs related to these
activities).

Applicant means an oligible applicant
that has been designated by the
Continuum of Care to apply for
assistance under this part on behalf of
that Continuum.
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In accordance with 5 CFR
1320.8(d)(l), BUD is soliciting
comments from members of the public
and affected agencies concerning this
collection of information to:
(1) Evaluate whether the proposed

collection of information is necessary
. for the proper performance of the
functions HUD, Including whether the
information will have practical utility;
(2) Evaluate the accuracy of RUD's

estimate of the burden of the proposed
collection of information;
(3) Enhance the quality, utility, and

clarity of the information to be
collected; and
(4) Minimize the burden of the

collection of information on those who
are to respond, including through the
use of appropriate automated collection
techniques or other forms of information
technology; B.g., permitting electronic
submission of responses.
Interested persons are invited to

submit comments regarding the
information collection requirements in
this rule. Comments must refer to the
proposal by name and docket number
(FR-5476-I--Ol) and be sent to: HUD
Desk Officer, Office of Management and
Budget, New Executive Office Building,
Washington, DC'~0503, Fax: (202) 395-
6947, and Reports Liaison Officer,
Office of the Assistant Secretary for
Community Planning and Development,
Department of Housing end Urban
Development, 451 Seventh Street SW.,
Room 7233, Washington, DC 20410-
7000.
Interested persons may submit

comments regarding the information
collection requirements electronically
through the Federal eRulemaking Portal
at http://www.regulations.gov. HUD
strongly encourages commenters to
submit comments electronically.
Electronic submission of comments
allows the commenter maximum time to
prepare and submit a comment, ensures
timely receipt by HUD, and enables
HUD to make them immediately
available to the public. Comments
submitted electronically through the
http://www.regulations.govWeb site can
be viewed by other commenters and
interested members of the public.
Commenters should follow the
instructions provided on that site to
submit comments electronically.

List of Subjects in 24 CFR Part 578
Community facilities, Continuum of

Care. Emergency solutions grants, Grant
programs-housing and community
development! Grant program-social
programs, Homeless, Rural housing,
Reporting and recordkeeping
requirements. Supportive housing

programs- housing and community
development, Supportive services.
Accordingly, for the reasons described

in the preamble, HUD adds part 678 to
subchapter C of chaptar V of subtitle B
of 24 CFR to read as follows:

PART 578-CONTINUUM OF CARE
PROGRAM

Subpart A-General Provlelons
Sec.
578.1 Purpose and scope.
578.3 Definitions.
Subpart B-Establlshlng and Operating a
Continuum of Care
578.6 Establishing the Continuum oICare.
578.7 Responsibilities of the Continuum of

Care.
578.9 Preparing an application for funds.
518.11 Unified Funding Agency.
578.13 Remedial action.
Subpart C--Appllcatlon end Grant Awerd
Process
578.15 Eligible applicants.
578.17 Overview of.application and grant

award process.
678.19 Application process.
578.21 Awarding funds.
518.23 Executing grant agreements.
678.25 Site control.
678.21 Consolidated plan.
578.29 Subsidy layering.
578.31 Environmental review.
578.33 Renewals.
578.35 Appeal.
Subpart D-Program Components and
Eligible Coats
518.37 Program components and uses of

assistance.
578.39 Continuum of Care planning

activities.
578.41 Unified Funding Agency costs.
578.43 Acquisition,
578.45 Rehabilitation.
576.47 New construction.
578.49 Leasing.
576.51 Rental assistance.
578,63 Supportive services.
576,55 Opereting costs.
576,57 Homeless Management Information

System.
578.59 Project administrative costs.
578.61 Relocation costs.
576.63 Indirect costs.
Subpart E-Hlgh-Perforrnlng Communities
578.65 Standards.
576.67 Publication of epplication.
576.69 Cooperation among entities.
576./'1 HPC-eligiblo activitios.
Subpart F-Program Requirement.
576.73 Matching requirements.
578.75 General operations,
578.77 Calculating occupancy charges end

rent.
576.79 Limllation on transitional housing.
578.81 Term of commitment, repayment of

grants, and prevention of undue benefits.
578.63 Displacement. relocation. end

.acquisition,
578.65 Timeliness standards.
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At risk of homelessness. (1) An
individual or family who:
(i) Has an annual income below 30

percent of median family income for the
area, as determined by HUD;
(ii) Does not have sufficient resources

or support networks, e.g., family,
friends, faith-based or other social .
networks, immediately available to
prevent them from moving to an
emergency shelter or another place
described in paragraph (1) of the
"Homeless" definition in this section;
and
(iii) Moots one of the following

conditions:
(A) Has moved because of economic

reasons two or more times during the 60
days immediately preceding the
application for homelessness prevention
assistance;
(B)Is living in the home of another

because of economic hardshi:p;
(C)Has been notified in writing that

their right to occupy their current
housing or living situation will be
terminated within 21 days ofthe date of
ap{!lication for assistance;

(D) Lives in a hotel or motel and the
cost of the hotel or motel stay is not paid
by charitable organizations or by
federal, State, or local government
prQ&ramsfor low- income individuals;

(E) Lives in a single-room occupancy
or efficiency apartment unit in which
there reside more than two persons, or
lives in a larger housing unit in which
there reside more than 1.5 people per
room, as defined by the U.S. Census
Bureau;
(F) Is exiting a publicly funded

institution, or system of care (such as a
health-care facility, a mental health
facility, foster care or other youth
facility, or correction program or
institution); or

(G) Otherwise lives in housing that
has characterlstics associated with
instability and an increased risk of
homelessness, as identified in the
recipient's approved consolidated plan;
(2)A child or youth who does not

quaUfy as "homeless" under this
section, but qualifies as "homeless"
under section 387(3) ofthe Runaway
and Homeless Youth Act (42 U.S.C.
5732a(3)), section 637(11) of the Head
Start Act (42 U.S.C. 9832(11)), sectlon
41403(6) of the Violence Against
Women Act of 1994 (42 U.S.C. 140439-
2(6)), section 330(h)(5)(A)of the Public
Health Service Act (42 U.S.C.
254b(h)(5)(A», section 3(m) of the Food
and Nutrition Act of 2008 (7 U.S.C.
2012(m)), or section 17(b)(15) ofthe
Child Nutrition Act of 1966 (42 U.S.C.
1786(b)(15»; or
(3)A child or youth who does not

qualify as "homeless" under this

section, but qualifies as "homeless"
under section 725(2) of the McKinney-
Vento Homeless Assistance Act (42
U.S.C. 11434a(2», and the parent(s) or
guardian(s) of that child or youth if
living with her or him.

Centralized or coordinated
assessment system means a centralized
or coordinated process designed to
coordinate program participant intake
assessment and provision of referrals. A
centralized or coordinated assessment
system covers the geographic area, is
easily accessed by individuals and
famll1es seeking housing or services, is
well advertized, and includes a
comprehensive and standardized
assessment tool.

G!tronically homeless. (1) An
individual who:
(I) Is homeless and lives in a place not

meant for human habitation, a safe
haven, or in an emergency shelter; and
(il) Has been homeless and living or

residing in a place not meant for human
habitation, a safe haven, or in an
emergency shelter continuously for at
least one year or on at least four separate
occasions in the last 3 :years;and
(iii) Can be dlagnosed with one or

more of the following conditions:
substance use disorder, serious mental
illness, developmental disability (as
defined in section 102 of the
Developmental Disabilities Assistance
Bill of Rights Act of 2000 (42U.S.C.
15002», post-traumatlc stress disorder,
cognitive impairments resulting from
brain injury, or chronic physical illness
or disability;
(2)An individual who has been

residing in an institutional care facility,
including a jail, substance abuse or
mental health treatment facility,
hospital, or other similar facility, for
fewer than 90 days and met all of the
criteria in paragraph (1) of this
definition, before entering that facility;
or
(3)A family with an adult head of

household (or Ifthere is no adult in the
family, a minor head of household) who
meets all of the criteria in paragraph (1)
of this definition, incIudinga family
whose composition bas fluctuated while
. the head of household has been
homeless.

Collaborative applicant means the
eligible applicant that has been
designated by the Continuum of Care to
apply for a grant for Continuum of Care
planning funds under this part on behalf
of the Continuum.

Consolidated plan means the HUD-
approved plan developed in accordance
with 24 CFR91.

Continuum of Care and Continuum
means the group organized to carry out
the responsibilities required under this

ATTACHMENT ~ ......•..
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part and that is composed of
representatives of organizations,
including nonprofit homeless providers,
victim service providers, faith-based
organizations, governments, businesses,
advocates, public housing agencies,
school districts, social service providers,
mental health agencies, hospitals,
universities, affordable housing
developers, law enforcement,
organizations that serve homeless and
formerly homeless veterans, and
homeless and formerly homeless
persons to the extent these groups are
represented within the geographic area
and are available to participate.

Developmental disability means, as
defined in section 102 of the
Developmental Disabilities Assistance
and Bill ofRlgbts Act of 2000 (42 U.S.C.
15002):
(1) A severe, chronic disability of an

individual that-
(i) Is attributable to a mental or

physical impairment or combination of
mental and .physical Impairments;
(il) Is manifested before the individual

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

limitations in three or more ofthe
following areas of major life activity:

(A) Self-care;
(B)Receptive and expressive

language;
(C)Learning;
(D)Mobility;
(E) Self-direction:
(F) Capacity for independent Hving;
(G) Economic self-sufficiency.
(v) Reflects the individual's need for

a combination and sequence of special,
Interdisclplinery, or generic services,
individualized supports, or other forms
of assistance that are of lifelong or
extended duration and are individually
planned and coordinated.
(2) An individual from birth to age 9,

inclusive, who has a substantial
developmental delay or specific
congenital or acquired condition, may
be considered to have a developmental
disability without meeting three or more
of the criteria described in paragraphs
(1){i)through (v) ofthe definition of
"developmental disability" in this
section if the individual, without
services and supports, has a high
probability of meeting these criteria
later in life.

Eligible applicant means a private
nonprofit organization, State, local
government, or instrumentality of State
and local government.

Emergency shelter is defined in 24
CFRpart 576.

Emergency Solutions Grants (ESG)
means the grants provided under 24
CFRpart 576.
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Fair Market Rent (FMR) means the
Fair Market Rents published in the
Federal Register annually by HUD.

High-performing community {HPC}
means 8Continuum of Care that meets
the standards in subpart E of this part
and has been designated as a high-
performing community by HUD.

Homeless means:
(1) An individual or family who lacks

a fixed, regular, and adequate nighttime
residence, meaning:
(i) An individual or family with a

primary nighttime residence that is a
public or private place not designed for
or ordinarily used as a regular sleeping
accommodation for human beings,
including 8 car, park, abandoned
building, bus or train station, airport, or
camping ground;
(if) An individual or family living in

a supervised publicly or privately
operated shelter designated to provide
temporary living arrangements
(including congregate shelters,
transitional housing, and hotels and
motels paid for by charitable
organizations or by federal, State, or
local goverwnent programs for low-
income individuals): or
(iii) An individual who is exiting an

institution where he or she resided for
90 days or.less and who resided in an
emergency shelter or place not meant
for human habitation immediately
before entering that institution;
(2) An Individual or family who wlll

imminently lose their primary nighttime
residence, provided that:
(i) The primary nighttime residence

will be lost within 14 days of the date
of application for homeless assistance:
(ii) No subsequent residence has been

Identified; and
(iii) The individual or family lacks the

resources or support networks, e.g;
family, friends, faith-based or other
social networks, needed to obtain other
permanent housing;
(3) Unaccompanied youth under 25

years of age, or families with children
and youth, who do not otherwise
qualify as homeless under this
definition, but who:
(i) Are defined as homeless under

section 387 of the Runaway and
Homeless Youth Act (42 U.S.C. 5732a),
section 637 of the Head Start Act (42
U.S.c. 9832), section 41403 ofthe
Violence Against Women Act of 1994
(42 U.S.C. 14043e-2), section 330(h) of
the Public Health Service Act (42 U.S.C.
254b(h)), section 3 of the Food and
Nutrition Act of 2008 (7 U.S.C. 2012),
section 17(b) of the Child Nutrition Act
of 1966 (42 U.S.C. 1786(b)), or section
725 of the McKinney-Vento Homeless
Assistance Act (42 U.S.C. 11434a);

(iI) Have not had a lease, ownership
interest, or occupancy agreement in
permanent housing at any time during
the 60 days immediately preceding the
date of application for homeless
assistance;
(Iii) Have experienced persistent

instability as measured by two moves or
more during the 60-day period
immediately preceding the date of
applying for homeless assistance; and
(iv) Can be expected to continue in

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

domestic violence, dating violence,
sexual assault. stalking, or other
dangerous or life-threatening conditions
that relate to violence against the
individual or a family member,
including a child, that has either taken
place within the individual's or family's
primary nighttime residence or has
made the individual or family afraid to
return to their primary nighttime
residence;
. (Ii) Has no other residence; and

(iii) Lacks the resources or support
networks, e.g., family, friends, and faith-
based or other social networks, to obtain
other permanent housing.

Homeless Management Information
System (HMIS) means the information
system designated by the Continuum of
Care to comply with the HMIS
requirements prescribed by HUD.

HMIS Lead means the entity
designated by the Continuum of Care in
accordance with this part to operate the
Continuum's HMIS on its behalf.

Permanent housing means
community-based housing without a
designated length of stay, and includes
both permanent supportive housing and
rapid rehousing. To be permanent
housing, the program participant must
be the tenant on a lease for a term of at
least one year, which is renewable for
terms that are a minimum of one month
long, and is terminable only for cause.

Permanent supportive housing means
permanent housing in which supportive
services are provided to assist homeless
persons with a disability to live
independently.

ATfACHMENT •••••_9.-•••••••••
PAGE ••••:1:~._.OF •••~J.....PAGES

Point-in-time count means a count of
sheltered and unsheltered homeless
persons carried out on one night in the
last 10 calendar days of January or at
such other time as required by HUD.

Private nonprofit organization means
an organization:
(1) No part of the net earnings of

which inure to the benefit of any
member, founder, contributor, or
individual;
(2) That has a voluntary board;
(3) That has a functioning accounting

system that is operated in accordance
with generally accepted accounting
principles, or has designated a fiscal
agent that will maintain a functioning
accounting system for the organization
in accordance with generally accepted
accounting principles; and
(4) That practices nondiscrimination

in the provision of assistance.
A private nonprofit organization does

not include governmental organizations,
such as public housing agencies.

Program participunt means an
individual (including an
unaccompanied youth) or family who is
assisted with Continuum of Care
program funds.

Project means a group of eligible
activities, such as HMIS costs, identified
as a project in an application to HUD for
Continuum of Care funds and includes
a structure (or structures) that is (are)
acquired. rehabilitated, constructed, or
leased with assistance provided under
this part or with respect to which HUD
provides rental assistance or annual
payments for operating costs, or
supportive services under this subtitle.

Recipient means an applicant that
signs a grant agreement with HUD.

Safe haven moans. for the purpose of
defining chronically homeless,
supportive housing that meets the
following:
(1) Serves hard to reach homeless

persons with severe mental illness who
came from the streets and have been
unwilling or unable to participate in
supportive services;
(2) Provides 24-hour residence for

eligible persons for an unspecified
period;
(3) Has an overnight capacity limited

to 25 or fewer persons; and
(4) Provides low-demand services and

referrals for the residents.
State means each of the 50 States, the

District of Columbia, the
Conimonwealth of Puerto Rico,
American Samoa, Guam, the
Commonwealth of the Northern
Marianas, and the Virgin Islands.

Subrecipient means a private
nonprofit organization, State, local
government, or Instrumentality of State
or local government that receives a
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subgrant from the recipient to carry out
a project.

Transitional housing means housing,
where all program participants have
signed a lease or occupancy agreement,
the purpose of which is to facilitate the
movement of homeless individuals and
families into permanent housing within
24 months or such longer period as
HUD determines necessary. The
program participant must have a lease
or occupancy agreement for a t~ of at
least one month that ends in 24months
and cannot be extended.

Unified Funding Agency (UFA)means
an eligible applicant selected by the
Continuum of Care to apply for a grant
for the entire Continuum, which has the
capacity to carry out the duties in
§57B.l1(h), which is approved by HUD
and to which HUD awards a grant.

Victim service provider means a
private nonprofit organization whose
primary mission is to provide services
to victims of domestic violence, dating
violence, sexual assault, or stalking.
This term includes rape crisis centers,
battered women's shelters, domestic
violence transitional housing programs,
and other programs.

Subpart B-Establlshlng and
Operating a Continuum of Care

§578.5 Eatabllahlng the Continuum of
Care.

(a) The Continuum of Core.
Representatives from relevant
organizations within a geographic area
shall establish a Continuum of Care for
the geographic area to carry out the
duties of this part. Relevant
organizations include nonprofit
homeless assistance providers, victim
service providers, faith-based
organizations, governments, businesses,
advocates, public housing agencies,
school districts, social service providers,
mental health agencies, hospitals,
universities, affordable housing
developers, law enforcement, and
organizations that serve veterans end
homeless and formerly homeless
individuals.
(b) The board. The Continuum of Care

must establish a board to act on behalf
of the Continuum using the process
established as a requirement by
§578.7(a)(3) and must comply with the
conflict-of-interest requirements at
§578.95(b). The board must:
(1)Be representative of the relevant

organizations and of projects serving
homeless subpopulations; and
(2) Include at least one homeless or

formerly homeless individual.
(c) Transition. Continuums of Care

shall have 2 years after August 30, 2012

to comply with the requirements of
paragraph (b) of this section.

S678.7 Re.pon81b1lltlea of the Continuum
ofC.fe.

(a) Operate the Continuum of Care.
The Continuum of Care must:
(1)Hold meetings of the full

membership, with published agendas, at
least semi-annually;
(2)Make an invitation for new

members to join publicly available
within the geographic at least annually;
(3) Adopt and follow a written

process to select a board to act on behalf
of the Continuum of Care. The process
must be reviewed, updated, and
approved by the Continuum at least
once every 5 years;
(4) Appoint additional committees,

subcommittees, or workgroups:
(5) In consultation with the

collaborative applicant and the HMIS
Lead, develop, follow, and update
annually a governance charter, which
will include all procedures and policies
needed to comply with subpart B of this
part and with HMIS requirements as
prescribed by HUD; and a code of
conduct and recusal process for the
board, its chair(s), and any person acting
on behalf of the board;
(6) Consult with recipients and

subrecipients to establish performance
targets appropriate for population and
program type, monitor recipient and
subrecipient performance, evaluate
outcomes, and take action against poor
performers;
(7)Evaluate outcomes of projects

funded under the Emergency Solutions
Grants program and the Continuum of
Care program, and report to HUD;
(8) In consultation with recipients of

Emergency Solutions Grants program
funds within the geographic area,
establish and operate either a
centralized or coordinated assessment
system that provides an initial,
comprehensive assessment of the needs
of individuals and families for housing
and services. The Continuum must
develop a specific policy to guide the
operation of the centralized or
coordinated assessment system on how
its system will address the needs of
individuals and families who are
fleeing, or attempting to flee, domestic
violence, dating violence, sexual
assault, or stalking, but who are seeking
shelter or services from nonvlctim
service providers. This system must
comply with any requirements
established by HUD by Notice.
(9) In consultation with recipients of

Emergency Solutions Grants program
funds within the geographic area,
establish and consistently follow
written standards for providing
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Continuum of Care assistance. At a
minimum, these written standards must
include:
(i) Policies and procedures for

evaluating individuals' and families'
eligibility for assistance under this part;
(II)Policies and procedures for

determining and prioritizing which
eligible individuals and families will
receive transitional housing assistance;
(Iii) Policies and procedures for

determining and prioritizing which
eligible individuals and families will
receive rapid rehousing assistance;
(iv) Standards for determining what

percentage or amount of rent each
program participant must pay while
receiving rapid rehousing assistance;
(v) PoIicies and procedures for

determining and prioritizing which
eligible individuals and families will
receive permanent supportive housing
assistance; and
(vi) Where the Continuum is

designated a high-performing
community, as described in subpart G of
this part, policies and procedures set
forth In 24 CFR576.400(e){3}(vl),
(e)(3)(vii),(e)(3)(viii), and (e)(3)(lx).

(b) Designating and operating an
HMIS. The Continuum of Care must:
(1)Designate a single Homeless

Management Information System
(HMIS)for the geographic area;
(2)Designate an eligible applicant to

manage the Continuum's HMIS, which
will be known as the HMIS Lead;
(3)Review, revise, and approve a

privacy plan, security plan, and data
quality plan for the HMIS.
(4)Ensure consistent participation of

recipients and subrecipients in the
HMIS; and
(5)Ensure the HMIS is administered

in compliance with requirements
prescribed by HUD.
(c)Continuum of Care planning. The

Continuum must develop a plan that
includes:
(1) Coordinating the implementation

of a housing and service system within
its geographic area that meets the needs
of the homeless individuals (including
unaccompanied youth) and families. At
a minimum, such system encompasses
the following:

(i) Outreach, engagement, and
assessment;
(Ii) Shelter, housing, and supportive

services;
(iii) Prevention strategies.
(2)Planning for and conducting, at

least biennially, a point-in-time count of
homeless persons within the geographic
area that meets the following
requirements:
(i) Homeless persons who are living in

a place not designed or ordinarily used
as a regular sleeping, accommodation for



collaborative applicant and give them
an opportunity to respond.

Subpart C-Appllcatlon and Grant
Award Process

§678.16 Eligible applicants.
(a) Who may apply. Nonprofit

organizations, States, local governments,
and instrumentalities of State or local
governments are eligible to apply for
grants.

(b) Designation by the Continuum of
Care.Eligible applicant(s) must have
beon designated by the Continuum of
Care to submit an application for grant
funds under this part. The designation
must state whether the Continuum is
designating more than one applicant to
apply for funds and, if it is, which
applicant is being designated as the
collaborative applicant. If the
Continuum is designating only one
applicant to apply for funds, the
Continuum must designate that
applicant to be the collaborative
applicant.
(c)Exclusion. For-profit entities are

not eligible to apply for grants or to be
subrecipients of grant funds.
§578.17 Overview of application and grant
award process.
(a)Formula. (1) After enactment of the

annual appropriations act for each fiscal
year, and issuance of the NOFA, HUD
will publish, on its Web site, the
Preliminary Pro Rata Need (PPRN)
assigned to metropolitan cities, urban
counties, and all other counties.
(2) HUDwill apply the formula used

to determine PPRN established in
paragraph (a)(3) ofthis section, to the
amount of funds being made available
under the NOFA. That amount is
calculated br:
(I)Determining the total amount for

the Continuum of Care competition in
accordance with section 413 of the Act
or as otherwise directed by the annual
appropriations act;
(ii) From the amount in paragraph

(a}(2)(i)of this section, deducting the
amount published in the NOFA as being
set aside to provide a bonus to
geographic areas for activities that have
proven to be effective in reducing
homelessness generally or for specific
subpopulations listed in the NOFA or
achieving homeless prevention and
independent living goals established in
the NOFA and to meet policy priorities
set in the NOFA; and
(iii) Deducting the amount of funding

necessary for Continuum of Care
planning activities and UFA costs.
(3) PPRN is calculated on the amount

determined under paragraph (a}(2)of
this section by using the following
formula:
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humans must be counted as unsheltered
homeless persons.
(ii) Persons living in emergency

shelters and transitional housing
projects must be counted as sheltered
homeless persons.
(iii) Other requirements established

by HUDby Notice.
(3)Conducting an annual gaps

analysis of the homeless needs and
services available within the geographic
area;
(4)Providing information required to

complete the Consolidated Planes)
within the Continuum's geographic
area;
(5) Consulting with State and local

government Emergency Solutions
Grants program recipients within the
Continuum's geographic area on the
plan for allocating Emergency Solutions
Grants program funds and reporting on
and evaluating the performance of
Emergency Solutions Grants program
recipients and subrecipients.
§678.9 Preparing an application for funds.
(a)The Continuum must:
(1) Design, operate, and follow a

collaborative process for the
development of applications and
approve the submission of applications
in response to a NOFA published by
HUDunder §578.19 of this subpart;
(2)Establish priorities for funding

projects in the geographic area;
(3)Determine if one application for

funding will be submitted for all
projects within the geographic area or if
more than one application will be
submitted for the projects within the
geographic area;
(i) If more than one application will

be submitted, designate an eligible
applicant to be the collaborative
applicant that will collect and combine
the required application information
from all applicants and for all projects
within the geographic area that the
Continuum has selected funding. The
collaborative applicant will also apply
for Continuum of Care planning
activities. If the Continuum is an
eligible applicant, it may designate
itself;
(ii) If only one application will be

submitted, that applicant will be the
collaborative applicant and will collect
and combine the required application
information from all projects within the
geographic area that the Continuum has
selected for funding and apply for
Continuum of Care planning activities;
(b)Tho Continuum retains all of its

responsibilities, even if it designates one
or more eligible applicants other than
itself to apply for funds on behalf of the
Continuum. This includes approving
the Continuum of Care application.

§678.11 Unified Funding Agency.
(a) Becoming a Unified Funding

Agency. To become designated as the
Unified Funding Agency (UFA) for a
Continuum, a collaborative applicant
must be selected by the Continuum to
apply to HUD to be designated as the
UFAfor the Continuum.
(b) Criteriafor designating a UFA.

HUDwill consider these criteria when
deciding whether to designate a
collaborative applicant a UFA:
(1)The Continuum of Care it

represents meets the requirements in
§578.7j
(2)The collaborative applicant has

financial management systems that meet
tho standards set forth in 24 CFR 84.21
(fornonprofit organizations) and 24 CFR
85.20 (for States);
(3)The collaborative applicant

demonstrates the ability to monitor
aubrectptentsi and
(4) Such other criteria as HUDmay

establish by NOFA.
(c)Requirements. HUD-designated

UFAs shall:
(1) Apply to HUD for funding for all

of the projects within the geographic
area and enter into a grant agreement
with HUD for the entire geographic area.
(2)Enter into legally binding

agreements with subrecipients, and
receive and distribute funds to
subrecipients for all projects within the
geographic area.
(3)Require subrecipients to establish

fiscal control and accounting
procedures as necessary to assure the
proper disbursal of and accounting for
federal funds in accordance with the
requirements of 24 CFRparts 84 and 85
and corresponding OMBcirculars.
(4)Obtain approval of any proposed

grant agreement amendments by the
Continuum of Care before submitting a
request for an amendment to HUD.
§578.13 Remedial action.
(a) If HUD finds that the Continuum

of Care for a geographic area does not
meet the requirements of the Act or its
implementing regulations, or that there
is no Continuum for a geographic area,
HUDmay take remedial action to ensure
fair distribution of grant funds within
the geographic area. Such measures may
include:
(1)Designating a replacement

Continuum of Care for the geographic
area;
(2)Designating a replacement

collaborative applicant for the
Continuum's geographic area; and
(a) Accepting applications from other

eligible applicants within the
Continuum's geographic area. .
(b)HUDmust provide a 30-day prior

written notice to the Continuum and its
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(i) Two percent will be allocated
among the four Insular areas (American
Samoa, Guam, the Commonwealth of
the Northern Marianas, and the Virgin
Islands) on the basis of the ratio of the
population of each insular area to the
population of all Insular areas.
(ti) Seventy-five percent of the

remaining amount will be allocated,
using the Community Development
Block Grant (CDBG)formula, to
metropolitan cities and urban counties
that have been funded under either the
Emergency Shelter Grants or Emergency
Solutions Grants programs In anyone
year since 2004.
(iii) The amount remaining after the

allocation under paragraphs (a)(1) and
(2) of this section wllJ be allocated,
using theCDBG formula, to
metropolitan cities and urban counties
that have not been funded under the
Emergency Solutions Grants program in
any year since 2004 and all other
counties In the United States and Puerto
Rico.
(4) If the calculation in paragraph

(a)(2)of this section results in an
amount less than the amount required to
renew all projects eligible for renewal in
that year for at least one year, after
making adjustments proportional to
increases in fair market rents for the
geographic area for leasing, operating,
and rental assistance for permanent
housing, HUDwill reduce,
proportionately, the total amount
required to renew all projects eligible
for renewal in that year for at least one
year, for each Continuum of Care. HUD
will publish, via the NOFA, the total
dollar amount that every Continuum
will be required to deduct from renewal
projects Continuum-wide.

(b) Calculating a Continuum of Care's
maximum award amount. (1) Establish
the PPRN amount. First, HUDwill total
the PPRN amounts for each
metropolitan city, urban county, other
county, and insular area claimed by the
Continuum as part of its geographic
area, excluding any counties applying
for or receiving funding from the Rural
Housing Stability Assistance program
under 24 CFRJ?art579.

(2) Establishmgrenewal demand.
Next, HUDwill determine the renewal
demand within the Continuum's
geographic area, Renewal demand is the
sum of the annual renewal amounts of
all projects within the Continuum
eligible to apply for renewal in that
fiscal year's competition, before any
adjustments to rental assistance, leasing,
and operating line items based on FMR
changes.
(3)Establishing FPRN.The higher of

PPRN or renewal demand for the
Continuum ofCare is the FPRN, which

is the base for the maximum award
amount for the Continuum.

(4) Establishing the maximum award
amount. The maximum award amount
for the Continuum is tho FPRN amount
plus any additional eligible amounts for
Continuum planning; UFA costs;
adjustment.'! to leasing, operating and
rental assistance line items based on
changes to FMR; and available bonuses.
8678.19 Application procell.

(a) Notice of Funding Availability.
After enactment of the annual
appropriations act for the fiscal year,
HUDwill Issue a NOFA in accordance
with the requirements of 24 CFRpart 4.
(b)Applications. All applications to

HUD, including applications for grant
funds and requests for designation as a
UFA or HPC, must be submitted at such
time and in such manner as HUD may
require, and contain such information as
HUD determines necessary. At a
minimum, an application for grant
funds must contain a list of the projects
for which it Is applying for funds; a
description of the projects; a list of the
projects that will be carried out by
subrecipients and the names of the
subrecipients; a description ofthe
subpopulations of homeless or at risk of
homolossness to be served by projects;
the number of units to be provided andl
or the numher of persons to be served
by each project; a budget request by
project; and reasonable assurances that
the applicant, or the subrecipient, will
own or have control of a site for the
proposed project not later than the
expiration of the 12-month period
beginning upon notification of an award
for grant assistance.
§678.21 Awarding funds.
(a) Selection. HUDwill review

applications in accordance with the
guidelines and procedures provided in
the NOFA and will award funds to
recipients through a national
competition based on selection criteria
as defined in section 427 of the Act.
(b)Announcement of awards. HUD

will announce awards and notify
selected applicants of any conditions
imposed on awards. Conditions must be
satisfied before HUDwill execute a
grant agreement with the applicant.
(c) Satisfying conditions. HUDwill

withdraw an award if the applicant does
not satisfy all conditions imposed on it.
Correcting all issues and conditions
attached to an award must be completed
within the time frame established in the
NOFA. Proof of site control, match,
environmental review, and the
documentation of financial faasibility
must be completed within 12months of
the announcement of the award, or 24
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months in the case of funds for
acquisition, rehabilitation, or new
construction. The 12-month deadline
may be extended by.HUD for up to 12
additional months upon a showing of
compelling reasons fl?rdelay due to
factors beyond the control of the
recipient or subrecipient.

§678.23 Executing grant agreements.
(a) Deadline. No later than 45 days

from the date when all conditions are
satisfied, the recipient and HUDmust
execute the grant agreement.

(b) Grant agreements. (1) Multiple
applicants for one Continuum. If a
Continuum designates more than one
applicant for the geographic area, HUD
will enter into a grant agreement with
each designated applicant for which an
award is announced.

(2) One opplicant for a Continuum. If
a Continuum designates only one
applicant for the geographic area, after
awarding funds, HUD may enter into a
grant agreement with that applicant for
new awards, if any, and one grant
agreement for renewals, Continuum of
Care planning, and UFA costs,lfany.
These two grants will cover the entire
geographic area. A default by the
recipient under one of those grant
agreements will also be a default under
. the other.

(3) Unified Funding Agencies. If a
Continuum is aUF A that HUD has
approved, then HUD will entor into one
grant agreement with the UFA for new
awards, if any, and one grant agreement
for renewals, Continuum of Care
planning and UFA costs, if any. These
two grants will cover the entire .
geographic area. A default by the UFA
under one of those grant agreements
will also be a default under the other.
(c)Required agreements. Recipients

will be required to sign a grant
agreement in which the recipient agrees:
(1) To ensure the operation ofthe

projectis) in accordance with the
provisions of the McKinney-Veto Act
and all requirements under 24 CFRpart
578;
(2)To monitor and report the progress

ofthe project(s) to the Continuum of
Care and HUD;
(3) To ensure, to the maximum extent

practicable, that individuals and
familles experiencing homelessness are
involved, through employment,
provision of volunteer services, or
otherwise, in constructing,
rehabilitating, maintaining, and
operating facilities for the project and In
providing supportive services for the
project;
(4) To require certification from all

subrecipients that:
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(i) Subrecipients will maintain the
confidentiality of records pertaining to
any individual or family that was
provided family violence prevention or
treatment services through the rroject;

(i1JThe address or location 0 any
family violence project assisted under
this part will not be made public, except
with written authorization of the person
responsible for the operation of such
project;
"(fil) Subrecipients will establish

policies and practices that are consistent
with, and do not restrict, the exercise of
rights provided by subtitle B of title VII
of the Act and other laws relating to the
provision of.educational and related
services to individuals and families
eXp'eriencing homelessness;

[lvlIn the case of projects that provide
housing or services to families, that
subrecipients will designate a staff
person to be responsible for ensuring
that children being served in the
program are enrolled in school and
connected to appropriate services in the
community, including early childhood
programs such as Head Start, part C of
the Individuals with Disabilities
Education Act, and programs authorized
under subtitle B of title VII of the Act;

(v) The subrecipient, its officers, and
employees are. not debarred or
suspended from doing business with the
Federal Government; and

(vi) Subrecipients will provide
information, such as data and reports, as
required by HUn; and

(5) To establish such fiscal control
and accounting procedures as may be
necessary to assure the proper disbursal
of, and accounting for grant funds in
order to ensure that all financial
transactions are conducted, and records
maintained in accordance with
generally accepted accounting
principles, ifthe recipient is a UFA;

(6) To monitor subrecipient match
and report on match to HUD;

(7) To take the educational needs of
children into account when families are
placed in housing and will, to the
maximum extent practicable, place
families with children as close as
possible to their school of origin so as
not to disrupt such children's
education;

(8) To monitor subrecipients at least
annually;

(9) To use the centralized or
coordinated assessment system
established by the Continuum of Care as
set forth in §578.7{a)(8). A victim
service provider may choose not to use
the Continuum of Care's centralized or
coordinated assessment system,
provided that victim service providers
in the area use a centralized or
coordinated assessment system that

meets Hun's minimum requirements
and the victim service provider uses
that sfstem instead;

(10 To follow the written standards
for providing Continuum of Care
assistance developed by the Continuum
of Care, including the minimum
req.uirements set forth in §578.7{a)(9);

(11) Enter into subrecipient
agreements requiring subrecipients to
operate the project(s) in accordance
with the provisions of tbis Act and all
requirements under 24 CFR part 578;
and

(12) To comply with such other terms
and conditions as Hun may establish by
NOFA.

§578.26 Site control.
(a) In general. When grant funds will

be used for acquisition, rehabilitation,
new construction, operating costs, or to
provide supportive services, the
recipient or subrecipient must
demonstrate that it has site control
within the time frame established in
section §578.21 before Hun will
execute a grant agreement. This
requirement does not apply to funds
used for housing that will eventually be
owned or controlled by the individuals .
or families served or for supportive
services provided at sites not operated
by the recipient or subrecipient.

(b) Evidence. Acceptable evidence of
site control is a deed or lease. If grant
funds will be used for acquisition,
acceptable evidence of site control will
be a purchase agreement. The owner,
lessee, and purchaser shown on these
documents must be the selected
applicant or intended subrecipient
identified in the application for
assistance.

(c) Tax credit projects. (1) Applicants
that plan to use the low-income housing
taxcredit authorized under 26 U.S.C. 42
to finance a project must prove to Hun's
satisfaction that the applicant or
subrecipient identified in the
application is in control of the limited
partnership or limited liability
corporation that has a deed or lease for
the project site.

[l] To have control of the limited
partnership, the applicant or
subreciplent must be the general partner
of the limited partnership or have a 51
percent controlling interest in that
general partner.

(ii) To have control of the limited
liability compeny, the applicant or
subrecipient must be the sole managing
member.

(2) If grant funds are to be used for
acquisition, rehabilitation, or new
construction, the recipient or
subrecipient must maintain control of
the partnership or corporation and must
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ensure that the project is operated in
compliance with law and regulation for
15 years from the date of initial
occupancy or initial service provision.
The partnership or corporation must
own the project site throughout the 15-
year period. If grant funds were not used
for acquisition, rehabilitation, or new
construction, then the recipient or
subrecipient must maintain control for
the term of the grant agreement and any
renewals thereof.

0578.27 Consolidated plan.
(a) States or units of general local

government. An applicant that is a State
or a unit of general local government
must have a HUD-approved, complete
or abbreviated, consolidated plan in
accordance with 24 CFR part 91. The
applicant must submit a certification
that the application for funding is
consistent with the HUD-approved
consolidated planes) for the
jurisdiction(s) in which the proposed
project will be located. Funded
applicants must certify in a grant
agreement that they are followlng the
Hun-approved consolidated plan.

(b) Other applicants. Applicants that
are not States or units of general local
government must submit a certification
by the jurisdiction(s) in which the
proposed project will be located that the
applicant's application for funding is
consistent with the jurisdiction'S Hun-
approved consolidated plan. The
certification must be made by the unit
of generellocal government or the State,
in accordance with the consistency
certification provisions under 24 CFR
part 91, subpart F. If the jurisdiction
refuses to provide a certification of
consistency, the applicant may appeal
to Hun under §578.35.

(c) Timing of consolidated plan
certification submissions. The required
certification that the application for
funding is consistent with the HUn-
approved consolidated plan must be
submitted by the funding application
submission deadline announced in the
NOFA. "

§578.29 Subsidy layering.
HOD may provide assistance under

this program only in accordance with
Hun subsidy layering requirements in
section 102 of the Housing and Urban
Development Reform Act of 1989 (42
U.S.C. 3545) and 24 CFRpart 4, subpart
A. An applicant must submit
information in its application on other
sources of governmental assistance that
the applicant has received, or
reasonably expects to receive, for a
proposed project or activities. Hun's
review of this information is intended to
prevent excessive public assistance for
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proposed project or activities by
combining (layering) assistance under
this program with other governmental
housing assistance from federal, State,
or local agencies, including assistance
such as tax concessions or tax credits.
§578.31 Environmental review.

(a)Activities under this part are
subject to environmental review by
HUDunder 24 CFRpart 50. The
recipient or subrecipient shall supply
all available, relevant information
necessary for HUD to perform, for each
property, any environmental review
required by 24 CFRpart 50. ~he
recipient or subrecipient must carry out
mitigating measures required by HUD or
select an alternate eligible property.
HUDmay eliminate from consideration
any application that would require an
Environmental Impact Statement.
(b) The recipient or subrecipient, its

project partners, and their contractors
may not acquire, rehabilitate, convert,
lease, repair, dispose of, demolish, or
construct property for a project under
this part, or commit or expend HUD or
local funds for such eligible activities
under this part, until HUD has
performed an environmental review
under 24 CFRpart 50 and the recipient
or subrecipient has received HUD
approval of the property.

§578.33 Renewals.·

(a) In general. Awards made under
this part and title IV ofthe Act, as in
effect before August 30, 2012 (the
Supportive Housing Program and the
Shelter Plus Care program), may be
renewed to continue ongoing leasing,
operations, supportive services, rental
assistance, HMIS, and administration
beyond the initial funding period. To be
considered for funding, recipients must
submit a request in a form spocified by
HUD,must meet the requirements of
this part, and must submit the request
within the time frame established by
HUD.
(b)Length of renewal. HUDmay

award up to 3 years of funds for
supportive services, leasing, HMIS, and
operating costs. Renewals of tenant-
based and sponsor-based rental
assistance may be for lip to one year of
rental assistance. Renewals of project-
based rental assistance may be for up to
15 years oCrental assistance, subject to
availability of annual appropriations.
(c) Assistance available. (1)

Assistance during each year of a
renewal period may be for:
(i) Up to 100 percent of the amount

for supportive services and HMIS costs
in the final year of the prior funding
period;

~
I

I
I

(if) Up to 100 percent of the amount
for leasing and operating in the final
year of the prior funding period
adjusted in proportion to changes in the
FMR for the geographic areai and
(iii) For rental assistance, up to 100

percent of the result of multiplying the
number and unit size(s) in the grant
agreement by the number of months in
the renewal grant term and the
applicable FMR.
(d) Review criteria. (1) Awards made

under title N of the Act, as in effect
before August 30, 2012 are eligible for
renewal in the Continuum of Care
program even if the awardees would not
be eligible for a new grant under the
program, so long as they continue to
serve the same population and the same
number of persons or units in the same
type of housing as identified in their
most recently amended grant agreement
signed before August 30,2012. Grants
will be renewed if HUD receives a
certification from the Continuum that
there is a demonstrated need for the
project, and HUD finds that the project
complied with program requirements
applicable before August 30, 2012. For
purposes of meeting the requirements of
this part, a project will continue to be
administered in accordance with 24
CFR582.330, if the project received
funding under the Shelter PIUB Care
program, or 24 CPR 583.325, if the
project received funding under the
Supportive Housing Program.
(2) Renewal of awards made after

August 30, 2012. Review criteria for
competitively awarded renewals made
after August 30, 2012 will be described
in the NOFA.
(e) Unsuccessful projects. HUDmay

renew a project that was eligible for
renewal in the competition and was part
of an application that was not funded
despite having been submitted on time,
in the manner required by HUD, and
containing the information required by
HUD, upon a finding that the project
meets the purposes of the Continuum of
Care program. The renewal will not
exceed more than one year and will be
under such conditions as HUD deems
appropriate.

(f) Annual Performance Report
condition. HUDmay terminate the
renewal of any grant and require the
recipient to repay the renewal grant if:
(1) The recipient fails to timely

submit a HUDAnnual Performance
Report (APR)for the grant year
immediately prior to renewal; or
(2) The recipient submits an APR that

HUD deems unacceptable or shows
noncompliance with the requirements
of the grant and this part.
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1678.35 Appeal.
(a) In general. Failure to follow the

procedures or meet the deadlines '
established in this section will result in
denial of the appeal.
(b) Solo applicants. (1) Who may

appeal. Nonprofits, States, and local
governments, and instrumentalities of
State or local governments that
attempted to rarticipate in the
Continuum 0 Care planning process in
the geographic area in which they
operate, that believe they were denied
the right to participate in a reasonable
manner, and that submitted a solo
application for funding by the
application deadline established in the
NOFA, may appeal the decision ofthe
Continuum to HUD.

(2) Notice of intent to appeal. The
solo applicant must submit a written
notice of intent to appeal, with a copy
to the Continuum, with their funding
application.

(3)Deadline for submitting proof. No
later than 30 days after the date that
HUDannounces the awards, the solo
applicant shall submit in writing, with
a copy to the Continuum, all relevant
evidence supporting its claim, in such
manner as HUD may require by Notice.
(4) Response from the Continuum of

Care.The Continuum shall have 30 days
from the date of its receipt of the 8010
applicant's evidence to respond to BUD
in writing and in such manner as HUD
may require, with a copy to the solo
applicant.
(5)Decision. HUDwill notify the 5010

applicant and the Continuum of its
decision within 60 days of receipt ofthe
Continuum's response.

(6) Funding. IfHUD finds that the Bolo
applicant was not permitted to
participate in the Continuum of Care
planning process in a reasonable
manner, then HUDmay award a grant
to the solo applicant when funds next
become available and may direct the
Continuum of Care to tako remedial
steps to ensure reasonable participation
in the future. HUDmay also reduce the
award to the Continuum's applicant(s).
(c) Denied or decreased funding. (1)

Who may appeal. Eligible applicants
that are denied funds by HUD, or that
requested more funds than Hun
awarded to them, may appeal the award
by filing a written appeal, in such form
and manner as HUDmay require by
Notice, within 45 days ofthe date of
HUD's announcement of the award.

(2) Decision. HUDwill notify the
applicant of its decision on the appeal
within 60 days of HUD's receipt of the
written appeal. HUDwill reverse a
decision only when the applicant can
show that HUD error caused the denial
or decrease.



a homeless individual or famlly,wUh or
without disabilities, move as quickly as
possible into permanent housing and
achieve stability in that housing. When
providing short-term and/or medium-
term rental assistance to program
participants, the rental assistance is
subject to §578.51(a)(1), but not
§578.51(a)(1)(i) and (il); (a)(2); (c) and
(f) through (i); and (1)(1).These projects:
(A)Must follow the written policies

and procedures established by the
Continuum of Care for determining and
prioritizing which eligible famllies and
individuals will receive rapid rehousing
assistance, as well as the amount or
percentage of rant that each program
participant must pay.
(B)May set a maximum amount or

percentage of rental assistance that a
program participant may receive, a
maximum number ofmonths that a
program participant may receive rental
assistance, and/or a maximum number
of times that a program participant may
receive rental assistance. The recipient
or subrecipient may also require
program participants to share in the
costs of rent. For the purposes of
calculating rent for rapid rehousing, the
rent shall equal the sum of the total
monthly rent for the unit and, if the
tenant pays separately for utilities, the
monthly allowance for utilities
(excluding telephone) established by the
public housing authority for the area in
which the housing is located.
(C)Limit rental assistance to no more

than 24 months to a household.
(D)May provide supportive services

for no longer than 6 months after rental
assistance stops.
(E)Must re-evaluate, not less than

once annually, that the program
participant lacks sufficient resources
and support networks necessary to
retain housing without Continuum of
Care assistance and the types and
amounts of assistance that the program
participant needs to retain housing. The
recipient or subrecipient may require
each program participant receiving
essistance to notify the recipient or
subrecipient of changes in the program
participant's income or other
circumstances (e,g., changes in
household composition) that affect the
program participant's need for
assistance. When notified of a relevant
change, the recipient or subrecipient
must reevaluate the program
participant's eligibility and the amount
and types of assistance that the program
participant needs.
(F)Require the program participant to

meet with a case manager not less than
once per month to assist the program
participant in ensuring long-term
housing stability. The project is exempt

45450 Federal Register/Vol. 77, No. 147/Tuesday, July 31, 2012/Rules and Regulations

(3)Funding. Awards and increases to
awards made upon appeal will be made
from next available funds.

(d) Competing Continuums ofCare.
(1) In general. Ifmore than one
Continuum of Care claims the same
geographic area, HUDwill award funds
to the Continuum applicant(s) whose
application(s) has the highest total
score. No projects will be funded from
the lower scoring Continuum. No
projects that are submitted in two or
more competing Continuum of Care
applications will be funded;
(2)Who may appeal. The designated

applicant(s) for the lower scoring
Continuum may appeal HUD's decision
to fund the applioationtsl from the
competing Continuum by filing a
written appeal, in such form and
manner as HUDmay require by Notice,
within 45 days of the date of HUD's
announcement of the award.
(3)Decision. HUDwill notify the

applicant(s) of its decision on the appeal
within 60 days of the date of HUD's
receipt of the written appeal. HUDwill
reverse a decision only upon a showing
by the apflicant that HUDerror caused
the denia . ' .

(e) Consolidated plan cBI1.iftca~ion.(1)
In general. An applicant may appeal to
HUDa jurisdiction's refusal to provide
a certification of consistency with the
Consolidated Plan.

(2) Procedure. The applicant must
submit a written appeal with its
application to HOD and send a copy of
the appeal to the jurisdiction that
denied the certification of consistency.
The appeal must include, at a
minimum:
(I)A copy of the applicant's request

to the jurisdiction for the certification of
consistency with the Consolidated Plan;
(il) A copy of the jurisdiction's

response stating the reasons for denial,
including the reasons the proposed
project is not consistent with the
jurisdiction's Consolidated Plan in
accordence with 24 CFR91.500(c); and
(iii) A statement of the reasons why

the applicant believes its project is
consistent with the jurisdiction's
Consolidated Plan.

(3) Jurisdiction response. The
jurisdiction that refused to provide the
certification of consistency with the
jurisdiction's Consolidated Plan shall
have 10 days after receipt of a copy of
the appeal to submit a written
explanation of the reasons originally
given for refusing to provide the
certification and a written rebuttal to
any claims made by the applicant in the
appeal.
(4)HUDreview. (il HUDwill issue its

decision within 45 days of the date of
HOD's receipt ofthe jurisdiction's

response. As part of its review, HOD
will consider:
(A)Whether the applicant submitted

the request to the appropriate political
jurisdiction: and
(B)The reasonableness of the

jurisdiction's refusal to provide the
certificate.
(ii) If the jurisdiction did not provide

written reasons for refusal, including
the reasons why the project is not
consistent with the jurisdiction's
Consolidated Plan in its initial response
to the applicant's request for a
certification, HUDwill find for the
applicant without further inquiry or
response from the political jurisdiction.

Subpart D-Program Components and
Eligible Cosls .

§678.37 Program components and use. of
.aaI1t8nc ••
(a) Continuum of Care funds may be

used to pay for the eligible costs listed
in §578.39 through §578.63 when used
to establish and operate projects under
five program components: permanent
housing; transitional housing;
supportive services only; HMIS; and, in
some cases, homelessness prevention.
Although grant funds may be used by
recipients and subrecipients in all
components for the eligible costs of
contributing data to the HMIS
designated by the Continuum of Care,
only HMIS Leads may use grant funds
for an HMIS component. Administrative
costs are eligible for all components. All
components are subject to the
restrictions on combining funds for
certain eligible activities in a single
project found in §578.87(c). The eligible
program components are:

(1) Permanent housing (PH).
Permanent housing is community-based
housing, the purpose of which is to
provide housing without a designated
length of stay; Grant funds may be used
for acquisition, rehabilitation,. new
construction,leasing, rental assistance,
operating costs, and supportive services.
PH includes:
(i) Permanent supportive housing for

persons with disabilities (PSH). PSH can
only provide assistance to individuals
with disabilities and families in which
one adult or child has a disability.
Supportive services designed to meet
the needs of the program participants
must be made available to the program
participants.
(ii) Rapid rehousing. Continuum of

Care funds may provide supportive
services, as set forth in §578.53, and/or
short-term (up to 3 months) and/or
medium-term (for 3 to 24 months)
tenant-based rental assistance, as set
forth in §578.51(c), as necessary to help
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from this requirement ifthe Violence (7) Establish and operate an HMIS or (5) Participating in the consolidated
Against Women Act of 1994 (42 U.S.C. comparable database; and planes) of the jurlsdiction(s) in the
13925 at saq.) or the Family Violence (8) Establish and carry out a geographic area; and
Prevention and Services Act (42 U.S.C. Continuum of Care planning process (6j Preparing and submitting an

If C application to HUD on behalf of the10401 at seq.) prohibits the recipient and operate a Cont nuum 0 are, entire Continuum of Care membership,
carrying out the project from making its (c)Multiple purposes. Structures used including conducting a sheltered and
housing conditional on the participant's to provide housing, supportive housing, unsheltered polnt-ln-tlme count and
acceptance of services. supportive services, or as a facility for other data collection as required by

(2J Transitional Housing (TH). HMIS activities may also be used for
Transitional housing facilitates the other purposes. However, assistance H~Monitoring costs. The costs of
movement of homeless individuals and under this part will be available only in monitoring recipients and subreclptents
families to PH within 24 months of proportion to the use of the structure for and enforcing compliance with program
entering TH. Grant funds may be used supportive housing or supportive 11 Ibl
~ I lti h hilit t' servlces. If eligible and Ineligfble requirements are e g e.lor acqu s on, re a . a ion, new
construction, leasing, rental assistance, activities are carried out in separate §678.41 Unified Funding Agency C08tS.
operating costs, and supportive services. portions of the same structure or in (a) In general. UFAs may use up to 3

(3) Supportive Service Only (SSO). separate structures, grant funds may not percent of their FPRN, or a maximum
Funds may be used for acquisition, be used to pay for more than the actual amount to be established by the NOFA,
rehabilitation, relocation costs, or cost of acquisition, construction, or whichever is less, for fiscal control and
leasing of a facility from which rehabilitation of the portion of the accounting costs necessary to assure the
supportive services will be provided, structure or structures used for eligible proper disbursal of, and accounting for,
and supportive services in order to activities. If eligible and ineligible federal funds awarded to subrecipients
provide supportive services to activities are carried out in the same under the Continuum of Care program.
unsheltered and sheltered homeless structure, the costs will be prorated (b) UFA costs. UFA costs include
persons for whom the recipient or based on the amount of time that the costs of ensuring that all financial
subreciplent is not providing housing or space is used for eligible versus transactions carried out under the
housing assistance. SSO includes street ineligible activities. Continuum of Care program are
outreach. conducted and records are maintained
(4) HMIS. Funds may be used by 5578.39 Continuum of Care planning in accordance with generally accepted

HMISLeads to lease a structure in actlvltle.. accounting principles, including
which the HMIS is operated or as (a) In general. Collaborative arranging for an annual survey, audit, or
operating funds to operate a structure in applicants may use up to 3 percent of evaluation of the financial records of
which the HMIS is operated, and for their FPRN, or a maximum amount to be each project carried out by a .
other costs eligible in §578.57. established by the NOFA, for costs of: subreciplent funded by a grant received
(5)Homelessness prevention. Funds (1)Designing and carrying out a through the Continuum of Care

may be used by recipients in collaborative process for the program.
Continuums of Care-designated high. development of an application to HUD; (cjMonitoring costs. The costs of
performing communities for housing (2)Evaluating the outcomes of monitoring subrecipients and enforcing
relocation and stabilization services, projects for which funds are awarded in compliance with program requirements
and short- and/or medium-term rental the geographic area under the are eligible for costs.
assistance, as described in 24 CFR Continuum of Care and the Emergency
576.105 and 24 CFR576.106, that ore Solutions Grants programs; and §678.43 Acquisition.
necessary to prevent an individual or (3) Participating in the consolidated Grant funds may be used to pay up to
family from becoming homeless. planes) for the geographic area(s). 100 percent of the cost of acquisition of
(b) Uses of assistance. Funds are (b) Continuum of Care planning real property selected by the recipient or

available to pay for the eligible costs activities. Eligible planning costs subrecipient for use in the provision of
listed in §578.39 through §578.63 when include the costs of: housing or supportive services for
used to: (1) Developing a communitywide or homeless persons.(1)Establish new housing or new "d i I I th

. regionwi e process nvo v ng e &578.46 Rehabilitation.facilities to ~rovide su~portive services: d' t' f flt h I ~
. d coor ina ion 0 nonpro lome ess (a) Use. Grant funds may be used to(2) Expan existing ousmg an d rvi' d v,

facilities in order to increase the number provi ers, victim se ce provi era, pay up to 100 percent of the cost of
of homeless persons served; faith-based organizations, governments, rehabilitation of structures to provide
( ) B . . t' hid businesses, advocates, public housing housing or supportive services to3 ring exis mg ous ng an ch I d i I .

facilities into compliance with State and agencies, S 00 Istricts, soc a service homeless gorsons.
I I . h Ith d "t hroviders, mental health agencies, (b) E1J'm Ie costs. Eligibleoca government ea an sale y i ffa d bi b" •

standards, as described in §578.87; ospltals, universit es, a rae rehabilitation costs Include installing
(4)Preserve existing permanent housing developers, law enforcement, cost-effective energy measures, and

housing and facilities that provide organizations that serve veterans, and bringing an existing structure to State
supportive services; homeless and formerly homeless and local government health and safety
(5)Provide supportive services for individuals; standards.

residents of supportive housing or for (2) Determining the geographic area (c) Ineligible costs. Grant funds may
homeless persons not residing in that the Continuum of Care will serve; not be used for rehabilitation of leased
supportive housing; (3)Developing a Continuum of Care property.
(6)Continue funding permanent system;

housing when the recipient has received (4) Evaluating the outcomes of 5678.47 New construction.
funding under this part for leasing, projects for which funds are awarded in (a) Use. Grant funds may be used to:
supportive services, operating costs, or the geographic area, including the (1)Pay up to 100 percent of the cost
rental assistance; Emergency Solutions Grants program; of new construction, including the
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(i) The rental assistance may be short-
term, up to 3months of rent, medium-
term, for 3 to 24 months ofrent; or long.
term, for longer than 24 months of rent
and must be administered in accordance
with the policies and procedures
established by the Continuum as set
forth in §578.7(a)(9) and this section.
(li) The rental assistance may be

tenant-based, project-based, or sponsor-
based, and may be for transitional or
permanent housing.

(2) Grant funds may be used for
security deposita in an amount not to
exceed 2 months of rent. An advance
payment of the last month's rent may be
provided to the landlord, in addition to
the security deposit and payment of first
month's rent.

(b) Rental assistance administrator.
Rental assistance must be administered
by a State, unit of general local
government, or a public housing agency.

(c) Tenant·based rental assistance.
Tenant-based rental assistance is rental
assistance in which program
participants choose housing of an
appropriate size in which to reside.
When necessary to facilitate the
coordination of supportive services,
recipients and subrecipients may
require program particlpants to live in a
specific area for their entire period of
participation, or in a specific structure
for the first year and in a specific area
for the remainder of their period of
participation. Program participants who
are receiving rental assistance in
transitional housing may be required to
live in a specific structure for their
entire period of partici pation in
transitional housing.

(1) Up to 5 years worth of rental
assistance may be awarded to a project
in one competition.

(2) Program participants who have
complied with all program requirements
during their residence retain the rental
assistance if they move within the
Continuum of Care geographic area.
(3)Program participants who have

complied with all program requirements
during their residence and who have
been a victim of domestic violence,
dating violence, sexual assault, or
stalking, and who reasonably believe
they lU'O imminently threatened by harm
from further domestic violence, dating
violence, sexual assault, or stalking
(which would include threats from a
third party. such as a friend or family
member of the perpetrator of the
violence), if they remain in the assisted
unit, and are able to document the
violence and basis for their belief, may
retain the rental assistance and move to
a different Continuum of Care
geographic area if they move out of the
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building of a new structure or building
an addition to an existing structure that
increases the floor area by 100 percent
or more, and the cost of land associated
with that construction, for use as
housing.
(2) If grant funds are used for new

construction, the applicant must
demonstrate that the costs of new
construction are substantially less than
the coste of rehabilitation or that there
is a lack of available appropriate unite
that could be rehabilitated at a cost less
than new construction. For purposes of
this cost comparison, costs of
rehabilitation or new construction may
include the cost of real property
acguisition.
lb) Ineligible costs. Grant funds may

not be used for new construction on
leased property.
§578.49 Leasing.
(a) Use. (1) Where the recipient or

subrecipient is leasing the structure, or
portions thereof, grant funds may be
used to pay for 100 percent of the costs
of leasing a structure or structures, or
portions thereof, to provide housing or
supportive services to homeless persons
for up to 3 years. Leasing funds may not
be used to lease unite or structures
owned by the recipient, subrecipient,
their parant organization(s), any other
related organization(s), or organizations
that are members of a partnership,
where the partnership owns the
structure, unless HUDauthorized an
exception for good cause.

(2) Any request for an exception must
include the following: .
(i)A description of how leasing these

structures is in the best interest of the
pro~ami

(11) Supporting documentation
showing that the leasing charges paid
with grant funds are reasonable for the
market; and
(iii) A copy of the written policy for

resolving disputes betwean the landlord
and tenant, including a recusal for
officers, agents, and staff who work for
both the landlord and tenant.

(b) Requirements. (1) Leasing
structures. When grants are used to pay
rent for all or part of a structure or
structures, the rent paid must be
reasonable in relation to rents being
charged in the area for comparable
space: In addition, the rent paid may not
exceed rents currently being charged by
the same owner for comparable
unassisted space.
(2)Leasing individual units. When

grants are used to pay rent for
individual housing units, the rent paid
must be reasonable in relation to rents
being charged for comparable units,
taking into account the location, size,

type, quality, amenities, facilities, and
management services. In addition, the
rents may not exceed rents currently
being charged for comparable units, and
the rent paid may not exceedHUD·
determined fair market rents.

(3) Utilities. If electricity, gas, and
water are included in the rent, these
utilities may be paid from leasing funds.
If utilities are not provided by the
landlord, these utility costs are an
operating cost, except for supportive
service facilities. If the structure is being
used as a supportive service facility,
then these utility costs are a supportive
service cost.

(4) Security deposits and first and last
month's rent. Rocipiente and
subrecipients may use grant funds to
pay security deposits, in an amount not
to exceed 2 months of actual rent. An
advance payment ofthe last month's
rent may be provided to the landlord in
addition to the security deposit and
payment of the first month's rent.

(5) Occupancy agreements and
subleases. Occupancy agreements and
subleases are required as specified in
§ 578.77(a).

(6) Calculation of occupancy charges
and rent. Occupancy charges and rent
from program participants must be
calculated as provided in § 578.77.

(7) Program income. Occupancy
charges and ront collected from program
participants are program income and
may be used as provided under
§578.97.

(8) Transition. Beginning in the first
year awards are made under the
Continuum of Care program, renewals of
grants for leasing funds entered into
under the authority of title IV, subtitle
D of the Act as it existed before May 20,
2009, will be renewed either as grants
for leasing or as rental assistance,
depending on the characteristics of the
project. Leasing funds will be renowed
as rental assistance ifthe funds are used
to pay rent on units where the lease is
between the program participant and
the landowner or sublessor. Projects
requesting leasing funds will be
renewed as leasing if the funds were
used to lease a unit or structure and the
lease is between the recipient or
subrecipient and the landowner.
§578.61 Rental.sslatance.
(a) Use. (1) Grant funds may be used

for rental assistance for homeless
individuals and families. Rental
assistance cannot be provided to a
program participant who is already
receiving rental assistance, or living in
a housing unit receiving rental
assistance or operating assistance
through other federal, State, or local
sources.
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assisted unit to protect their health and
safety.
[d] Sponsor-based rental assistance.

Sponsor-based rental assistance is
provided through contracts between the
recipient and sponsor organization. A
sponsor may be 8 private, nonprofit
organization, or a community mental
health agency established as a public
nonprofit organization. Program
participants must reside in housing
owned or leased by the sponsor. Up to
5 years worth of rental assistance may
be awarded to a project in one
competition.
(el Project-based rental aseisumce.

Project-based rental assistance is
provided through a contract with the
owner of an existing structure, where
the owner agrees to lease the subsidized
units to program participants. Program
participants will not retain rental
assistance if they move. Up to 15 years
of rental assistance may be awarded in
one competition. ,

(f) Grant amount. The amount of
rental assistance in each project will be
based on the number and size of units
proposed by the applicant to be assisted
over the grant period. The amount of
rental assistance in each project will be
calculated by multiplying the number
and size of units proposod by the FMR
of each unit on the date the application
is submitted to HUD, by the term of the
grant.

(g) Rent reasonableness. HUn will
only provide rental assistance for a unit
if the rent is reasonable. The recipient
or subrecipient must determine whether
the rent charged for the unit receiving
rental assistance is reasonable in
relation to rents. being charged for
comperable unassisted units, taking into
account the location, size, type, quality,
amenities, facilities, and management
and maintenance of each unit.
Reasonable rent must not exceed rents
currently being charged by the same
owner for comparable unassisted units.
(h) Payment of grant. (1) The amount

of rental assistance in each project will
be reserved for rental assistance over the
grant period. An appllcant's request for
rental assistance in each grant is an
estimate of the amount needed for rental
assistance. Rocipients will make draws
from the grant funds to pay the actual
costs of rental assistance for program
participants.
(2) For tenant-based rental assistance,

on demonstration of need:
(I) Up to 25 percent ofthe total rental

assistance awarded may be spent in any
year of a 5·year grant term; or
(il) A higher percentage if approved in

advance by HUD, if the recipient
provides evidence satisfactory to Hun
that it is financially committed to

providing the housing assistance
described in the application for the full
5·year period.

(3) A recipient must serve at least as
many program participants as shown in
its afplication for assistance.
(4 If the amount in each grant

reserved for rental assistance over the
grant period exceeds the amount that
will be needed to pay the actual costs
of rental assistance, due to such factors
as contract rents being lower than FMRs
and program participants being able to
pay a portion of the rent, recipients or
subrecipients may use the excess funds
for covering the costs of rent increases,
or for serving a greater number of
program participants.
(iJ Vacancies. If a unit assisted under

this section is vacated before the
expiration of the lease, the assistance for
the unit may continue for a maximum
of 30 days from the end ofthe month
in which the unit was vacated, unless
occupied by another eligible person. No
additional assistance will be paid until
the unit is occupied by another eligible
person. Brief periods of stays in
institutions, not to exceed 90 days for
each occurrence, are not considered
vacancies.

(j) Property damage. Recipients and
subrecipients may use grant funds in an
amount not to exceed one month's rent
to pay for any damage to housing due
to the action of a program participant.
This shall be a one-time cost per
participant, incurred at the time a
participant exits a housing unit,
(k) Resident rent. Rent must be

calculated as provided in § 578.77.
Rents collected from program
participants are program income and
may be used as provided under
§578.97.
(l) Leases. (1) /nitial lease. For project-

based, aponsor-basad, or tenant-based
rental assistance, program participants
must enter into a lease agreement for a
term of at least one year, which is
terminable for cause. Tho leases must be
automatically renewable upon
expiration for terms that are a minimum
of one month long, except on prior
notice b;r either party.

(2) Inltial lease for transitional
housing. Program participants in
transitional housing must enter into a
lease agreement for a term of at least one
month. The lease must be automatically
renewable upon expiration, except on
prior notice by either party, up to a
maximum term of 24 months;

§678.63 Supportive .ervlee •.
(a) In general. Grant funds may be

used to pay the eligible costs of
supportive services that address the
special needs of the program
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participants. If the supportive services
are provided in a supportive service
facility not contained in a housing
structure, the costs of day-to-day
operation of the supportive service
facility, including maintenance, repair,
building security, furniture, utilities,
and equipment are eligible as a
supportive service.

(1) Supportive services must be
necessary to assist program participants
obtain and maintain housing. '
(2) Recipients and subrecipients shall

conduct an annual assessment of the
service needs of the program
participants and should adjust services
accordingly.
(b) Duration. (1) For a transitional

housing project, supportive services
must be made available to residents
throughout the duration of their
residence in the project.
(2) Permanent supportive housing

projects must provide supportive
services for the residents to enable them
to live as independently as is
practicable throughout the duration of
their residence in the project.
(3) Services may also be provided to

former residents of transitional housing
and current residents of permanent
housing who were homeless in the prior
6 months, for no more than 6 months
after leaving transltlonal housing or
homelessness, respectively, to assist
their adjustment to independent living.
(4) Rapid rehousing projects must

require the program participant to meet
with a case manager not less than once
per month as set forth in
§ 578.37(a)(1)(ii)(F), to assist the
program participant in maintaining
long-term housing stability.
(c) Special populations. All eligible

costs are eligible to the same extent for
program participants who are
unaccompanied homeless youth:
persons1iving with HIV IAIDS: and
victims of domestio violence, dating
violence, sexual assault, or stalking.
(d) Ineligible costs. Any cost that is

not described as an eligible cost under
this section is not an eligible cost of
providing supportive services using
Continuum of Care program funds. Staff
training and the costs of obtaining
professional licenses or certifications
needed to provide supportive services
are not eligible costs.

(e) Eligible costs.
(1)Annual Assessment of Service

Needs. The costs of the assessment
required by §578.53(a)(2) are eligible
costs.

(2)Assistance with moving costs.
Reasonable one-time moving costs are
eligible and include truck rental and
hiring a moving company.
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providing reasonable stipends to legal services provider and performs the
program participants in employment services itself, the eligible costs are the
assistance and Job training programs is subrecipient's employees' salaries and
also an eligible cost. other costs necessary to perform the

(1) Learning skills include those skills services.
that can be used to secure and retain a (iv) Legal services for immigration
Job. including the acquisition of and citizenship matters and issues
vocational licenses and/or cortificates. related to mortgages and
(if) Services that assist individuals in homeownership are ineligible. Retainer

securing employment consist of: fee arrangements and contingency fee
(A)Employment screening, arrangements are ineligible.

assessment, or testing; (10)Life skills training. The costs of
(B) Structured job skills and job- teaching critical life management skills

seeking skills; that may never have been learned or
(C)special training and tutoring, have been lost during the course of

including literacy training and prfloo physical or mental illness, domestic
vocational training; violence, substance abuse, and
(D)Books and instructional material; homelessness are eligible. These
(E)Counseling or job coaching; and services must be necessary to assist the
(F)Referral to community resources. program participant to function
(7) Food. The cost of providing meals independently in the community.

or groceries to program participants is Component life skills training are the
eli~ible.

) . h budgeting of resources and money
8 Housing seorc and counseling management, household management,

services. Costs of assisting eligible. conflict management, shopping for food
program participants to locate, obtain,
and retain suitable housing are eligible. and other needed items, nutrition, the

(1) Component services or activities use of public transportation, and parent
are tenant counseling; assisting training.
individuals and families to understand (11)Mental health services. Eligible
leases; securing utilities; and making costs are the direct outpatient treatment

of mental health conditions that aremoving arrangements.
(ii) Other eligible costs are: . provided by licensed professionals.
(A)Mediation with property owners Component services are crisis

and landlords on behalf of eligible interventions; counseling; individual,
program participants: family, or group therapy sessions; the
(B)Credit counseling, accessing a free prescription of psychotropic

personal credit report, and resolving medications or explanations about the
personal credit issues; and use and management of medications;
(C)The payment of rental application and combinations of therapeutic

fees. approaches to address multiple
(9) Legal services. Eligible costs are problems.

the fees charged by licensed attorneys (12) Outpatient health services.
and by person(s) under theaupervlaion Eligible costs are ~e direc! ?utpatient
of licensed attorneys, for advice and treatment of ~edlCal conditions when
representation in matters that interfere provided by h.censed medical
with the homeless individual or family's' professionals Including.
ability to obtain and retain housing. (il Providing an analysis or
(i)Eligible subject matters are child assessment of an individual's health

support; guardianship; paternity; problems and the development of a
emancipation: legal separation; orders of treatment plan;
protection and other civil remedies for (U) Assisting individuals to
victims of domestic violence, dating understand their health needs;
violence, sexual assault, and stalking; (Ui)Providing directly or assisting
appeal of veterans and public benefit individuals to obtain and utilize
claim denials; landlord tenant disputes; appropriate medical treatment;
and the resolution of outstanding (iv) Preventive medical care and
criminal warrants. health maintenance services, including
(ii) Component services or activitios in-home health services and emergency

may include receiving and preparing medical services;
cases for trial, provision of legal advice, (v) Provision of appropriate
representation at hearings, and medication;
counseling. (vi) Providing follow-up services; and
(iii) Fees based on the actual service (vii) Preventive and noncosmetlc

performed (t.e., fee for service) are also dental care.
eligible, but only if the cost would be (13) Outreach services. The costs of
less than the cost of hourly fees. Filing activities to engage persons for the
fees and other necessary court costs are purpose of providing immediate support
also eligible. If the subrecipient is a and intervention, as well as identifying

(3) Case management. The costs of
assessing, arranging, coordinating, and
monitoring the delivery of
individualized services to meet the
needs ofthe program participant(s) are
eligible costs. Component services and
activities consist of:

(1) Counseling:
(ii)Developing, securing, and

coordinating services;
(iii) Using the centralized or

coordinated assessment system as
required under §578.23(c)(9).
(iv)Obtaining federal, State, and local

benefits;
(v) Monitoring and evaluating

program participant progress;
(vi)Providing information and

referrals to other providers;
(vii)Providing ongoing risk

assessment and safety planning with
victims of domestic violence, dating
violence, sexual assault, and stalking;
and
(viii) Developing an individualized

housing and service plan, including
planning a path to permanent housing
stability.

(4) Child care. The costs of
establishing and operating child care,
and providing child-care vouchers, for
children from families experiencing
homelessness, including providing
meals and snacks, and comprehensive
and coordinated developmental
activities, are eligiblo.
(i) The children must be under the age

of 13, unless they are disabled children.
(ii) Disabled children must be under

the age of 18.
(iii) The child-care center must be

licensed by the jurisdiction in which it
operates in order for its costs to be
eligible. .
(S) Education services. The costs of

improving knowledge and basic
educational skills are eligible.
(I) Services Include instruction or

training in consumer education, health
education, substance abuse prevention,
llteracy, English as a Second Language,
and General Educational Development
(GED).
(il) Component services or activities

are screening, assessment and testing;
individual or group instruction;
tutoring; provision of books, supplies,
and instructional material; counseling;
and referral to community resources.

(6) Employment assistance and job
tmining. The costs of establishing and
operating employment assistance and
job training programs are eligible, .
including classroom, online and/or
computer instruction, on-the-job
instruction, services that assist
individuals in securing employment,
acquiring learning skills, and/or
increasing earning potential. The cost of
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potential program participants, are
eligible.

W Eligible costs include the outreach
worker's transportation costs and a cell
phone to be used by the individual
performing the outreach.
(il) Component activities and services

consist of: initial assessment; crisis
counseling; addressing urgent physical
needs, such as providing meals,
blankets, clothes, or toiletries; actively
connecting and' providing people with
information and referrals to homeless
and mainstream programs; and
publicizing the availability of the
housing and/or services provided
within the geographic area covered by
the Continuum of Care.

(14) Substance abuse treatment
services. The costs of program
participant intake and assessment,
outpatient treatment, group and
individual counseling, and drug testing
are eligible. Inpatient detoxification and
other inpatient drug or alcohol
treatment are inelfgible. .

(15) Transportation. Eligible costs are:
(i) The costs of program participant's

travel on public transportation or in a
vehicle provided by the recipient or
subrecipient to and from medical care,
employment, child care, or other
services eligible under this section.
(il) Mileage allowance for service

workers to visit program participants .
and to carry out housing quality
insp-ections;
bii) The cost of purcbasing or leasing

a vehicle in which staff transports
program participants and/or staff
serving program participants;
(iv) The cost of gas, insurance, taxes,

and maintenance for the vehicle;
(v) The costs of recipient or

subrecipient staff to accompany or assist
program participants to utilize public
transr0rtation; and
(vi If public transportation options

are not sufficient within the area, the
recipient may make a one-time payment
on behalf of a program participant
needing car repairs or maintenance
required to operate a personal vehicle,
subject to the following:
(A)Payments for car repairs or

maintenance on behalf of the program
participant may not exceed 10 percent
of the Blue Book value of the vehicle
(Blue Book refers to the guidebook that
compiles and quotes prices for new and
used automobiles and other vehicles of
all makes, models, and types);
(B)Payments for car repairs or

maintenance must be paid by the
recipient or subrecipient directly to the
third party that repairs or maintains the
car: and
(C)The recipients or subreclpients

may require program participants toI

share in the cost of car repairs or
maintenance as a condition of receiving
assistance with car repairs or
maintenance.

(16) Utility deposits. This form of
assistance consists of paying for utility
deposits. Utility deposits must be a one-
time fee, paid to utility companies.

(17)Direct provision of services. If the
service described in paragraphs (e)(1)
through (e)(16) of this section is being
directly delivered by the recipient or
subreciplent, eligible costs for those
services also include:
(I)The costs oflabor or supplies, and

materials incurred by the recipient or
subreclpient In directly providing
supportive services to program
participants; and
(iI)The salary and benefit packages of

the recipient and subrecipient staff who
directly deliver the services.

§678.66 Operating costs.
(a) Use.Grant funds may be used to

pay the costs of the day-to-day operation
of transitional and permanent housing
in a single structure or individual
housing units.
(b)Eligible costs. (1) The maintenance

and repair of housing:
(2)Property taxes and insurance:
(3) Scheduled payments to a reserve

for replacement of major systems of the
housing (provided that the payments
must be based on the useful life ofthe
system and expected replacement cost);
(4)Building security for a structure

where more than 50 percent of the units
or area is paid for with grant funds;
(5)Electricity, gas, and water:
(6) Furniture; and
(7) Equipment.
(c) Ineligible costs. Program funds

may not be used for rental assistance
and operating costs in the same project.
Program funds may not be used for the
operating costs of emergency shelter-
and supportive service-only facilities.
Program funds may not be used for the
maintenance and repair of housing
where the costs of maintaining and
repairing the housing are included in
the lease.

§578.67 Homel ••• Managem.nt
Information System.
(a)Eligible costs. (1) The recipient or

subrecipient may use Continuum of
Care program funds to pay the costs of
contributing data to the HMIS
designated by the Continuum of Care,
including the costs of:
(I)Purchasing or leasing computer

hardware;
(Ii) Purchasing software or software

licenses:
(iii) Purchasing or leasing equipment,

including telephones, fax machines, and
furniture;
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(iv) Obtaining technical support;
(v) Leasing office space:
(vi) Paying charges for electricity, gas,

water, phone service, and high-speed
data transmission necessary to operate
or contribute data to the HMIS;
(vii) Paying salaries for operating

HMIS, including:
(A)Completing data entry;
(B)Monitoring and reviewing data

quality;
(C)Completing data analysis;
(D)Reporting to the HMIS Lead:
(E)Training staff on using the HMISj

and
(F) Implementing and complying with

HMIS requirements;
(viii) Paying costs of staff to travel to

and attend HUD-sponsored and HUD-
approved training on HMIS and
programs authorized by Title IV of the
McKinney·Vento Homeless Assistance
Act;
Ilx) Paying staff travel costs to

conduct intake; and
(x)Paying participation fees charged

by the HMIS Lead, as authorized by
HUD, 1£ the recipient or subrecipient is
not the HMlS Lead.
(2) If the recipient or subrecipient is

the HMIS Lead, it may also use
Continuum of Care funds to pay the
costs of:
(I)Hosting and maintaining HMIS

software or data;
(li) Backing up, recovering, or

repairing HMIS software or data;
(iii) Upgrading, customizing, and

enhancing the HMIS;
(Iv) Integrating and warehousing data,

including development of a data
warehouse for use in aggregating data
from subrecipients using multiple
software systems:
(v) Administering the system;
(vi) Reporting to providers, the

Continuum of Care, and HUn; and
(vii) Conducting training on using the

system, including traveling to the
training.
(3) If the recipient or subreciplent is

a victim services provider, or a legal
services provider, it may use Continuum
of Care funds to establish and operate a
comparable database that complies with
HUD~sHMIS requirements.
(b) General restrictions. Activities

funded under this section must comply
with the HMIS requirements.
§578.59 Project administrative costs.
(a)Eligible costs. The recipient or

subrecipient may use up to 10 percent
of any grant awarded under this part,
excluding the amount for Continuum of
Care Planning Activities and UFA costs,
for the payment of project
administrative costs related to the
planning and execution of Continuum



time and in such manner as HUDmay
require, must use HMIS data where
required to show the standards for
qualifying are met, and must contain
such information as HUD requires,
including at a minimum:
. (1) A report showing how the
Continuum of Care program funds
received in the preceding year were
expended;
(2) A specific plan for how grant

funds will be expended; and
(3) Information establishing that the

Continuum of Care meets the standards
forHPCs.

(c) Standards for qualifying as an
HPC.To qualify as an HPC, a
Continuum must demonstrate through:
(1) Reliable data generated by the

Continuum of Care's HMIS that it meets
all ofthe following standards:
(i) Mean length of homeleBsness.

Either the mean length of episode of
homeleesnesa within the Continuum's
geographic area is fewer than 20 days,
or the mean length of episodes of
homelessness for individuals or families
in similar circumstances was reduced
by at least 10 percent from the
preceding federal fiscal year.
(il) Reduced recidivism. or

individuals and families who leave
homelessness, less than 5 percent
become homeless again at any time
within the next 2 years; or the
percentage of individuals and families
in similar circumstances who become
homeless again within 2 years after
leaving homelessness was decreased by
at least 20 percent from the preceding
federal fiscal year.
(iii) HMIS coverage. The Continuum's

HMIS must have a bed coverage rate of
80 percent and a service volume
coverage rate of 80 percent as calculated
in accordance with HUD's HMIS
requirements.
(iv) Servingjomilies and youth. With

respect to Continuums that served
homeless families and youth defined as
homeless under other federal statutes in
paragraph (3) of the definition of
homeless in § 576.2:
(A) 95 percent of those families and

youth did not become homeless again
within a 2-year period following
termination of assistance; or
(B)85 percent of those families

achieved independent living In
permanent housing for at least 2 years
following termination of assistance.
(2) Reliable data generated from

sources other than the Continuum's
HMIS that Is provided in a narrative or
other form prescribed by HUDthat it
meets both of the following standards:
(I)Community action. All the

metropolitan cities and counties within
the Continuum's geographic area have a
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of Care activities. This does not include
staff and overhead costs directly related
to carrying out activities eUgibleunder
§578.43 through §578.57, because those
costs are eligible as part of those
activities. Eligible administrative costs
include:

(1) General management, oversight,
and coordination. Costs of overall
program management, coordination,
monitoring, and evaluation. These costs
include, but are not limited to,
necessary expenditures for the
following:
(I) Salaries, wages, and related costs of

the recipient's staff, the staff of
subreciplents, or other staff engaged in
program administration. In charging
costs to this category, the recipient may
include the entire salary, wages, and
related costs allocable to the program of
each person whoso primary
responsibilities with regard to the
program involve program
administration assignments, or the pro
rata share of the salary, wages, and :
related costs of each person whose job
includes any program administration
assignments. The recipient may use
only ODeof these methods for each
fiscal year grant. Program
administration assignments include the
following:
(A)Preparing program budgets and

schedules, and amendments to those
budgets and schedules;
(B)Developing systems for assuring

compliance with program requirements;
(C)Developing agreements with

subrecipients and contractors to carry
out program activities;
(D)Monitoring program activities for

progress and compliance with program
requirements;
(E)Preparing reports and other

documents directly related to the
program for submission to HUD;
(F)Coordinating the resolution of

audit and monitoring findings;
(G)Evaluating program results against

stated objectives; and
(H)Managing or supervising persons

whose primary responsibilities with
regard to the program include such
assignments as those described in
paragraph (a)(l)(i)(A) through (G)of this
section.
(ii) Travel costs incurred for

monitoring of subrecipients:
(iii) Administrative services

parformed under third-party contracts
or agreements, including general legal
services, accounting services, and audit
services; and
(iv) Other costs for goods and services

required for administration of the
program, including rental or purchase of
equipment, insurance, utilities, office

supplies, and rental and maintenance
(but not purchase) of office space.

(2) Training on Continuum of Care
requirements. Costs of providing
training on Continuum of Care
requirements and attending HUD-
sponsored Continuum of Care trainings.

(3) Environmental review. Costs of
carrying out the environmental review
responsibilities under § 578.31.
(b) Sharing requirement. (1) UFAs. If

the recipient is a UFA that carries out
a project, it may use up to 10 percent
of the grant amount awarded for the
project on project administrative costs.
The UFAmust share the remaining
project administrative funds with its
subrecipients •.
(2)Recipients that are not UFAs. If the

recipient is not a UFA, it must share at
least 50 percent of project .
administrative funds with its
subrecipients.
§578.61 Relocation costs.
(a) In general. Relocation costs under

the Uniform R~location Assistance and
Real Property Acquisition Policies Act
of 1970 are eligible.
(b)Eligible relocation costs. Eligible

costs are costs to provide relocation
payments and other assistance to
persons displaced by a project assisted
with grant funds in accordance with
§578.83.
§578.63 Indirect costs.
(a) In general. Continuum of Care

funds may be used to pay indirect costs
in accordance with OMBCirculars A-87
or A-122, as applicable.
(b)Allocation. Indirect costs may be

allocated to each eligible activity as
provided in subpart D, so long as that
allocation is consistent with an indirect
cost rate proposal developed in
accordance with OMBCirculars A-87 or
A-122, as applicable.
(c)Expenditure limits. The indirect

costs charged to an activity subject to an
expenditure limit under §§ 578.39,
578.41, and 578.59 must be added to the
direct costs charged for that activity
when determining the total costs subject
to the expenditure limits.

Subpart E-Hlgh·Performlng
Communities

§678.66 Standards.
(a) In general. The collaborative

applicant for a Continuum may apply to
HUD to have the Continuum be
designated 8 high-performing
community (HPC).The designation
shall be for grants awarded in the same
competition in which the designation is
applied for and made.
(b)Applying for HPC designation. The

application must be submitted at such
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comprehensive outreach plan, including
specific steps for identifying homeless
persons and referring them to
appropriate housing and services in that
geo~aphic area.
(h) Renewing HPG stuius. If the

Continuum was designated an HPC in
.the previous federal fiscal year and used
Continuum of Care grant funds for
activities described under §578.71, that
such activities were effective at
reducing the number qf individuals and
families who became homeless in that
community.
§578.67 Publlcallon of application.
HUDwill publish the application to

be designated an HPC through the HUD
Web site, for public comment as to
whether the Continuum seeking
designation as an HPCmeets the
standards for being one.
§ 678.69 Cooperation among enlltles.
An HPCmust cooperate with HUD iIi

distributing information about its
successful efforts to reduce
homelessness.
§678.71 HPc-allglble activities.
In addition to using grant funds for

the eligible costs described in subpart D
of this part. recipients and subrecipients
in Continuums of Care designated as
HPCsmay also use grant funds to
provide housing relocation and
stabilization services and short- andlor
medium-term rental assistance to
individuals and families at risk of
homelessness asset forth in 24 CFR
576.103 and 24 CFR676.104, if
necessary to prevent the Individual or
family from becoming homeless.
Activities must be carried out in
accordance with the plan submitted in
the application. When carrying out
housing relocation and stabilization
services and short- andlor medium-term
rental assistance, the written standards
set forth in §578.7(a)(9)(v)and
recordkeeping requirements of 24 CFR
576.500 apply.

Subpart F-Program Requirements

5578.73 Matching requlrementa.
(a) In general. The recipient or

subracipient must match all grant funds,
except for leasing funds, with no less
than 25 percent of funds or in-kind
contributions from other sources. For
Continuum of Care geographic areas in
which there is more than one grant
agreement, the 25 percent match must
be provided on a grant-by-grant basis.
Recipients that are UFAs or arc the sole
recipient for their Continuum, may
provide match on a Continuum-wide
basis. Cash match must be used fOT the
costs of activities tbat are eligible under

subpart D of this part, except that HPCs
may use such match for the costs of
activities that are eligible under
§578.71.
(b)Cash sources. A recipient or

subrecipient may use funds from any
source, including any other federal
sources (excluding Continuum of Care
program funds), as well as State, local,
and private sources, provided that funds
from the source are not statutorily
prohibited to be used as a match. The
recipient must ensure that any funds
used to satisfy the matching
requirements of this section are eligible
under the laws governing the funds in
order to be used as matching funds for
a grant awarded under this program.
[c) In-kind contributions. (1) The

recipient or subrecipient may use the
value of any real property, equipment,
goods, or services contributed to the
project as match, provided that if the
recipient or subrecipient had to pay for
them with grant funds, the costs would
have been eligible under Subpart D, or,
in the case of HPCs, eligible under
§578.71. .
(2) The requirements of 24 CFR 84.23

and 85.24 apply. .
(3)Before grant execution, services to

be provided by a third party must be
documented by a memorandum of
understanding (MOU)between the
recipient or subrecipient and the third
party that will provide the services.
Services provided by individuals must
be valued at rates consistent with those
ordinarily paid for similar work in the
recipient's or subreclptent's
organization. If the recipient or
subrecipient does not have employees
performing similar work, the rates must
be consistent with those ordinarily paid
by other employers for similar work in
the same labor market.
(i) The MOD must establish the

unconditional commitment, except for
selection to receive a grant, by the third
party to provide the services, the
specific service to be provided, tho
profession of the persons providing the
service, and the hourly cost of the
service to be provided.
(ii) During tho torm of the grant, the

recipient or subrecipient must keep and
make available, for inspection, records
documenting the service hours
provided.
5578.75 General operations.

(a) State and local requirements. (1)
Housing and facilities constructed or
rehabilitated with assistance under this
part must meet State or local building
codes, and in the absence of State or
local building codes, the International
Residential Code or International
Building Code (as applicable to the type
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of structure) of the International Code
Council.
(2) Services provided with assistance

under this part must be provided in
compliance with all applicable State
and local requirements, including
Hcenatng requirements .

(b) Housing quality standards.
Housing leased with Continuum of Care
program funds, or for which rental
assistance payments are made with
Continuum of Care program funds, must
meet the applicable housing quality
standards (HQS) under 24 CFR982.401
of this title, except that 24 CFR
982.401(j) applies only to housing
occupied by program participants
receiving tenant-based rental assistance.
For housing rehabilitated with funds
under this part, the lead-based paint
requirements in 24 CFR part 35,
subparts A, B, J, and R apply. For
housing that receives project-based or
sponsor-based remal assistance, 24 CFR
part 35, subparts A, B, H, and R apply.
For residential property for which funds
under this part ore used for acquisition,
leasing, services, or operating costs, 24
CFRpart 35, subparts A, B, K, and R
apply.
[lJ Before any assistance will be

provided on behalf of a program
participant, the recipient, or
subrecipient, must physically inspect
each unit to assure that the unit meets
HQS. Assistance will not be provided
for units that fail to meet HQS, unless
the owner corrects any deficiencies
within 30 days from the date of the
initial inspection and the recipient or
subrecipient verifies that all deficiencies
have been corrected.
(2)Recipients or subrecipients must

inspect all units at least annually during
the grant period to ensure that the units
continue to meet HQS.
(c) Suitable dwelling size. The

dwelling unit must have at least one
bedroom or living/sleeping room for
each two persons,
(1) Children of opposite sex, other

than very young children, may not be
required to occupy the same bedroom or
living/sleeping room.
(2)1f household composition changes

during the term of assistance, recipients
and subrecipients may relocate the
household to a more appropriately sized
unit. The household must still have
access to appropriate supportive
services.
(d)MeGls.Each recipient and

subrecipient of assistance under this
part who provides supportive housing
for homeless persons with disabilities
must provide meals or meal preparation
facilities for residents.
(e) Ongoing assessment of supportive

services. To the extent practicable, each



made must pay a contribution toward
rent in accordance with section 3(a)(1)
of the U.S. Housing Act of 1937 (42
U.S.C. 1437a(a)(1).
(ii) Income of program participants

must be calculated in accordance with
24 CFR5.609 and 24 CFR 5.611(a).
(2)Review. Recipients or

subrecipients must examine a program
participant's income initially, and at
least annually thereafter, to determine
the amount of the contribution toward
rent payable by the program participant.
Adjustments to a program participant's
contribution toward the rental payment
must be made as changes in income are
identified.
(3) Verification. As a condition of

participation in the program, each
program participant must agree to
supply the information or
documentation necessary to verify the
program participant's income. Program
participants must provide the recipient
or subrecipient with information at any
time regarding changes in income or
other circumstances that may result in
changes to a program participant's
contribution toward the rental payment.

§678.78 LImitation on tramlltlonal
housing.
A homeless individual or family may

remain in transitional housing for a
period longer than 24 months, if
permanent housing for the individual or
family has not been located or if the
individual or family requires additional
time to prepare for independent living.
However, HUDmay discontinue
assistance for a transitional housing
project if more than half of the homeless
individuals or families remain in that
project longer than 24 months.
§ 578.81 Term of commitment, repayment
of grante, and prevention of undue benefits.
(a) In general. All recipients and

subrecipients receiving grant funds for
acquisition, rehabilitation, or new
construction must operate the housing
or provide supportive services in
accordance with this part, for at least 15
years from the date of initial occupancy
or date of initial service provision.
Recipient and subrecipients must
execute and record a HUD-approved
Declaration of Restrictive Covenants
before receiving payment of grant funds.
(b)Conversion. Recipients and

subrecipients carrying out a project that
provides transitional or permanent
housing or supportive services in a
structure may submit a request to HUD
to convert a project for the direct benefit
of very low-income persons. The request
must be made while the project is
operating as homeless housing or
supportive services for homeless
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project must provide supportive
services for residents of the project and
homeless persons using the project,
which may be designed by the recipient
or participants. Each recipient and
subrecipient of assistance under this
part must conduct an ongoing
assessment of the supportive services
needed by the residents of the project,
the availability of such services, and the
coordination of services needed to
ensure long-term housing stability and
must make adiustments, as appropriate.
(f)Residential supervision, Each

recipient and subrecipient of assistance
under this part must provide residential
supervision as necessary to facilitate the
adequate provision of supportive
services to the residents of the housing
throughout the term of the commitment
to operate supportive housing.
Residential supervision may include the
employment of a full- or part-time
residential supervisor with sufficient
knowledge to provide or to supervise
the provision of supportive services to
the residents.

(g) Participation of homeless
individuals. (1)Each recipient and
subrecipient must provide for the
participation of not less than one
homeless individual or formerly
homeless individual on the board of
directors or other equivalent
policymaking entity of the recipient or
subrocipient, to the extent that such
entity considers and makes policies and
decisions regarding any project,
supportive services,or assistance
provided under this part. This
requirement is weived if a recipient or
subrecipient is unable to meet such
requirement and obtains HUDapproval
for a plan to otherwise consult with
homeless or formerly homeless persons
when considering and making policies
and decisions.
(2)Elich recipient and subrecipient of

assistance under this part must, to the
maximum extent practicable, involve
homeless individuals and families
through employment; volunteer
services; or otharwise in constructing,
rehabilitating, maintaining, and
operating the project, and in providing
supportive services for the project.
(h) Supportive service agreement.

Recipients and subrecipients may
require the program participants to take
pert in supportive services that are not .
disability-related services provided
through the project as a condition of
continued participation in the program.
Examples of disability-related services
include, but are not limited to, mental
health services, outpatient health
services, and provision of medication,
which are provided to a person with a"
disability to address a condition caused

by the disability. Notwithstanding this
provision, if the purpose of the project
is to provide substance abuse treatment
services, recipients and subrecipients
may require program participants to
take part in such services as a condition
of continued participation in the
program.
(i) Retention of assistance"after death,

incarceration, or institutionalization for
more than 90 days of qualifying
member. For permanent supportive
housing projects surviving, members of
any household who were living in a unit
assisted under this part at the time of
the qualifying member's death, long-
term incarceration, or long-term
institutionalization, have the right to
rental assistance under this section until
the expiration of the lease in effect at
the time of the qualifying member's
death, long-term incarceration, or long-
term institutionalization.
S678.77 Calculating occupancy c,",argee
and rent.
. (a) Occupancy agreements and leases.
Recipients and subrecipients must have
signed occupancy agreements or leases
(or subleases) with program participants
residing in housing.

(b) Calculation of occupancy charges.
Recipients and subrecipients are not
required to impose occupancy charges
on program participants as a condition
of residing in the housing. However, if
occupancy charges are imposed, they
may not exceed the highest of:
(1) 30 percent or the family's monthly

adjusted income (adjustment factors
include the number of people in the
family, .egeof family members, medical
expenses, and child-care expenses);
l2) 10 percent of the family'S monthly

income; or
(3) If the family is receiving payments

for welfare assistance from a public
agency and a part of the payments
(adjusted in accordance with the
family's actual housing costs) is
specifically designated by the agency to
meet the family'S housing costs, the
portion of the payments that is
designated for housing costs.
(4) Income. Income must be

calculated in accordance with 24 CFR
5.609 and 24 CFR 5.611(a). Recipients
and subrecipients must examine a
program participant's income initially,
and if there is a change in family
composition (e.g., birth of a child) or a
decrease in the resident's income during
the year, the resident may request an
interim reexamination, and the
occupancy charge will be adjusted
accordingly.

(c) Resident rent. (1) Amount of rent.
(i) Each program participant on whose
behalf rental assistance payments are
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individuals and families, must be in
writing, and must include an
explanation of why the project is no
longer needed to provide transitional Of
permanent housing or supportive'
services. The primary factor in Hun's
decision on the proposed conversion is
the unmet need for transitional or
permanent housing or supportive
services in the Continuum of Care's
geographic area.

(c) Repayment of grant funds. Ha
project is not operated 88 transitional or
permanent housing for 10 years
following the date of initial occupancy.
HUDwill require repayment of the
entire amount of the grant used for
acquisition, rehabilitation, or new
construction, unless conversion of the
project has been authorized under

. paragraph (b)of this section. If the
housing is used for such purposes for
more than 10 years, the payment
amount will be reduced by 20
percentage points for each year, beyond
the 10-year period in which the project
is used for transitional or permanent
housing.

(d) Prevention of undue benefits.
Except as provided under paragraph (e)
of this section, upon any sale or other
disposition of a project site that received
grant funds for acquisition,
rehabilitation, or new construction.
occurring before the 16-year period, the
recipient must comply with such terms
and conditions as Hun may prescribe to
prevent the recipient or subrecipient
from unduly' benefiting from such sale
or disposition.
(e)Exception. A recipient or

subrecipient will not be required to
comply with the terms and conditions
prescribed under paragraphs (c) and (d)
of this section if:
(1) The sale or disposition ofthe

property used for the project results in
the use of the property for the direct
benefit of very low-income persons; ,
(2) All the proceeds are used to

provide transitional or permanent
housing that meet the requiremants of
this part;
(3) Project-based rental assistance or

operating cost assistance from any
federal program or an equivalant State
or local program is no longer made
available and the project is meeting
applicable performance standards,
provided that the portion of the project
that had benefitted from such assistance
continues to meet the tenant income
and rent restrictions for low-income
units under section 42(8) of the Internal
Revenue Code of 1986; or
(4) There are no individuals and

families in the Continuum of Care
geographic area who are homeless, in
which case the project may serve

I
I
I
j

individuals and families at risk of
homelessness.

§578.83 Displacement, reloeltlon, Ind
lequlsHlon.

(a) Minimizing displacement.
Consistent with the other goals and
objectives of this part, recipients and
subrecipients must ensure that they
have taken all reasonable steps to
minimize the displacement of persons
(families, individuals, businesses,
nonprofit organizations, and farms) as a
result of projects assisted under this
part. "Project," as used in this section,
means any activity or series of activities
assisted with.Gontinuum of Care funds
received or 'anticipated in any phase of
an undertaking. ..
(b) Temporary relocation. (1) Existing

Building Not Assisted under Title Wof
the McKinney- Vento Act. No tenant may
be required to relocate temporarily for a
project ifthe building in which the
project is being undertaken or will be
undertaken is not currently assisted
under Title IV of the McKinney-Vento
Act. The absence of such assistance to
the building means the tenants are not
homeless and the tenants are therefore
not eligible to receive assistance under
the Continuum of Care program. When
a tenant moves for such a project under
conditions that cause the Uniform
Relocation Assistance and Real Property
Acquisition Policies Act of 1970 (URA),
42 U.S.C. 4601-4655, to apply, the
tenant must be treated as permanently
displaced and offered relocation
assistance and payments consistent with
peragraph (c) of this section.
(2j Existing Transitional Housing or

PennanentHou~ngPr~ectsAs~ned
Under Title W of the McKinney-Vento
Act. Consistent with paragraph (c)(2)(ii)
of this section, no program participant
may be required to relocate temporarily
for a project if the person cannot be
offered a decent, safe. and sanitary unit
in the same building or complex upon
project completion under reasonable
terms and conditions. The length of
occupancy requirements in §578.79
may prevent a program participant from
returning to the property upon
completion (See paragraph (c)(2)(iii)(D)
of this section). Any program
participant who has been temporarily
relocated for a period beyond one year
must be treated as permanently
displaced and offered relocation
assistance and payments consistent with
paragraph (c) of this section. Program
participants temporarily relocated in
accordance with the policies described
in this paragraph must be provided:
(I)Reimbursement for all reasonable

out-of-pocket expenses incurred in
connection.with the temporary
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relocation, including the cost of moving
to and from the temporarily occupied
housing and any increase in monthly
rent/occupancy charges and utility
costs; and
(il) Appropriate advisory services.

including reasonable advance written
notice of:
(A)The date and approximate

duration of the temporary relocation;
(B)The location ofthe suitable,

decent. safe, and sanitary dwelling to be
made available for the temporary
period;
(C)The reasonable terms and

conditions under which the program
participant will be able to occupy a
suitable. decent, safe, and sanitary
dwelling in the building or complex
upon completion of the project; and
(D)The provisions of paragraph

(b)(2)(i) of this section. .
(c) Relocation assisumce for displaced

persons. (1) In general. A displaced
person (defined in paragraph (C)(2) of
this section) must be provided
relocation assistance in accordance with
the requirements of the URA and
implementing regulations at 4g CFRpart
24. A displaced person must be advised
of his or her rights under the Fair
Housing Act. Whenever possible,
minority persons must be given
reasonable opportunities to relocate to
decent, safe. and sanitary replacement
dwellings, not located in an area of
minority concentration, that are within
their financial means. This policy,
however, does not require providing a
person a larger payment than is
necessary to enable a person to relocate
to a comparable replacement dwelling.
See 49 CFR 24.206(c)(2)(ii)(D).

(2) Displaced person. (i) For the
purposes of paragraph (c) of this section,
the term "displaced person" means any
person (family. individual, business,
nonprofit organization, or farm) that
moves from real property, or moves
personal property from real property.
permanently, as a direct result of
acquisition, rehabilitation, or
demolition for a project. This includes
any permanent, involuntary move for a
project, including any permanent move
from the rea) property that is made:
(A)After the owner (or person in

control of the site) issues a notice to
move permanently from the property, or
refuses to renew an expiring lease, if the
move occurs after the date of the
submission by the recipiont or
subrecipient of an application for
assistance to Hun (or the recipient, 8S
applicable) that is later approved and
funded and the recipient or subrecipient
has site control as evidenced in
accordance with § 678.26(b); or



section, if the displacement is a direct
result of privately undertaken
rehabilitation, demolition, or
acquisition of the real property,
"initiation of negotiations" means the
execution of the agreement between the
recipient and the subrecipient, or
between the recipient (or subrecipient,
as applicable) and the person owning or
controlling the property. In the case of
an option contract to acquire property,
the initiation of negotiations does not
become effective until execution of a
written agreement that creates a legally
enforceable commitment to proceed
with the purchase, such as a purchase
agreement.
(d) Real property acquisition

requirements. Except for acquisitions
described in 49 CFR 24.101(b)(1)
through (5), the ORA and the
requirements of 49 CFR part 24, subpart
B apply to any acquisition of real
property for a project where there are
Continuum of Care funds in any part of
the project costs.

(e) Appeals. A person who disagrees
with the recipient's (or eubreciplent's, if
applicable) determination concerning
whether the pllrson qualifies as a
displaced person, or the amount of
relocation assistance for which the
person is eligible, may file a written
appeal of that determination with the
recipient (see 49 CFR 24.10). A low-
income person who is dissatisfied with
the recipient's determination on his or
her appeal may submit a written request
for review of that determination to the
local HUD field office.

S578.85 Tlmelln.s. standards.
(a) In general. Recipients must initiate

approved activities and projects
promptly.

(b) Construction activities. Recipients
of funds for rehabilitation or new
construction must meet the following
standards:

(1) Construction activities must begin
within 9 months of the later of signing
of the grant agreement or of signing an
addendum to the grant agreement
authorizing use of grant funds for the
project.

(2) Construction activities must be
completed within 24 months of signing
the grant agreement.

(3) Activities that cannot begin until
after construction activities are
completed must begin within 3 months
ofthe date that construction activities
are completed.

(c) Distribution. A recipient that
receives funds through this pact must:

(1) Distribute the funds to
subrecipients (in advance of
expenditures by the subrecipients);
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(B) After the owner (or person in
control of the site) issues a notice to
move permanently from the property, or
refuses to renew an expiring lease, if the
move occurs after the date the recifient
or subrecipient obtains site contra, as
evidenced in accordance with
§ 578.25(b), if that occurs after the
aPElicatlon for assistance; or

(C) Before the date described under
paragraph (c)(2)(i)(A) or (B) of this
section; if the recipient or HUD
determines that the displacement
resulted directly from acquisition.'
rehabilitation, or demolition for tho
project: or

(D) By a tenant of a building that is
not assisted under Title IV of the
McKinney-Vento Act, if the tenant
moves after execution of the agreement
covering the acquisition, rehabilitation.
or demolition of the property for the
project; or

(li) For the purposes of paragraph (c)
of this section, the term .,displaced
person" means any person (family,
individual, business, nonprofit
organization, or farm) that moves from
real property, or moves personal
property from real property,
permanently, as a direct result of
acquisition, rehabilitation, or
demolition for a project. This includes
any permanent, involuntary move for a
project that is made by a program
participant occupying transitional
housing or permanent housing assisted
under Title IV of the McKinney-Vento
Act, if anyone of the following three
situations occurs:

(A) The program participant moves
after execution of the agreement
covering the acquisition, rehabilitation,
or demolition ofthe property for the
project and is either not eligible to
return upon project completion or the
move occurs before the program
participant is provided written notice
offering the program participant an
opportunity to occupy a suitable,
decent, safe, and sanitary dwelling in
the same building or complex upon
project completion under reasonable
terms and conditions. Such reasonable
terms and conditions must include a
lease (or occupancy agreement, as
applicable) consistent with Continuum
of Care program requirements, including
a monthly rent or occupancy charge and
monthly utility costs that does not
exceed the maximum amounts
established in §578.77; or

(B) The program participant is
required to relocate temporarily, does
not return to the building or complex,
and anyone of the following situations
occurs:

(1) The program participant is not
offered payment for all reasonable out-

of-pocket expenses incurred in
connection with the temporary
relocation;

(2) The program participant is not
eligible to return to the building or
complex upon project completion; or

(3J Other conditions of the temporary
relocation are not reasonable; or
(e) The program participant is

required to move to another unit in the
same building or complex, and anyone
of the following situations occurs:

(1) The program participant is not
offered reimbursement for all reasonable
out-of-pocket expenses incurred in
connection with the move;

(2) The program participant is not
eligible to remain in the building or
comrlex upon project completion; or

(3 Other conditions of tlie move are
not reasonable.

(iii) Notwithstanding the provisions of
paragraph (c)(2)(1) or (ii) of this section,
a person does not qualify as a
"displaced person" if:

(A) The person has been evicted for
serious or repeated violation of the
terms and conditions of the lease or
occupancy agreement; the eviction
complied with applicable federal, State,
or local requirements (see § 578.91); and
the recipient or subrecipient determines
that the eviction was not undertaken for
the purpose of evading the obligation to
provide relocation assistance;

(B) The parson moved into the
property after the submission of the
application but, before signing a lease or
occupancy agreement and commencing
occupancy, was provided written notice
of the project's possible impact on the
person (e.g., the person may be
displaced, temporarily relocated, or
incur a rent increase) and the fact that
the person would not qualify as a
"displaced person" (or for sny
relocation assistance provided under
this section), as a result of the project,

(C) The person is ineligible iinder 49
CFR 24.2(a)(9)(ii));

(D) The person is a program
participant occupying transitional
housing or permanent housing assisted
under Title IV of the Act who must
move as a direct result of the length-of-
occupancy restriction under § 578.79; or

(E) HUD determines that the person
was not displaced as a direct result of
acquisition, rehabilitation, or
demolition for the project.

(iv) The recipient may request, at any
time, HUD's determination of whether a
displacement is or would be covered
under this section.

(3) Initiation a/negotiations. For
purposes of determining the formula for
computing replacement housing
payment assistance to be provided to a
displaced person pursuant to this
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(2) Distribute the appropriate portion
of the funds to a subrecipient no later
than 45 days after receiving an
approvable request for such distribution
from the Bubrecipient; and
(3) Draw down funds at loast once per

quarter of the program year, after
eligible activities commence.

§578.87 Limitation on ule of funds.
(a) Maintenance of effort. No

assistance provided under this part (or
any State or local government funds
used to supplement this assistance) may
be.used to replace State or local funds
previously used, or designated for use,
to assist homeless persons.

(b) Faith-based activities. (1) Equal
treatment of program participants and
program beneficiaries. (i) Program
participants. Organizationstbat are
religious or faith-based are eligible, on
the same basis as any other
organization, to participate in the
Continuum of Care program. Neither the
Federal Government nor a State or local
government receiving funds under the
Continuum of Care program shall
discriminate against an organization on
the basis of the organization's religious
character or affiliation. Recipients and
subrecipients of program funds shall
not, in providing program assistance,
discriminate against a program
participant or prospective program
participant on the basis of religion or
reliiP,ous belief.
(h) Beneficiaries. In providing

services supported in whole or in part
with federal financial assistance, and in
their outreach activities related to such
services, program participants shall not
discriminate against current or
prospective program beneficiaries on
the basis of religion, a religious belief,
a refusal to hold a religious belief, or a
refusal to attend or participate in a
religious practice.

(2) Separation of BxplicitIy religious
activities. Recipients and subrecipients
of Continuum of Care funds that engage
in explicitly religious activities,
including activities that involve overt
religious content such as worship,
religious instruction, or proselyUzation,
must perform such activities and offer
such services outside of programs that
are supported with federal financial
assistance separately, in time or
location, from the programs or services
funded under this part, and
participation in any such explicitly
religious activities must be voluntary for
the program beneficiaries of the HUD·
funded programs or services.
(3) Religioos identity. A faith-based

organization that is a recipient or
subrecipienl of Continuum of Care
program funds is eligible to use such

funds as provided under the regulations
of this part without impairing its
independence, autonomy, expression of
religious beliefs, or religious character.
Such organization will retain its
independence from federal, State, and
local government, and may continue to
carry out its mission, including the
definition, development, practice, and
expression of its religious beUefs,
provided that it does not use direct
program funds to support or engage in
any explicitly religious activities,
including activities that involve overt
religious content, such as worship,
religious instruction, Of proselytization,
or any manner prohibited by law,
Among other things, faith-based
organizations may use space in their
facilities to provide program-funded
services, without removing or altering
religious art, icons, scriptures, or other
religious symbols. In addition, a
Continuum of Care program-funded
religious organization retains its
authority over its internal governance,
and it may retain religious terms in Its
organization's name, select its board
members on a religious basis, and
include religious references in its
organization's mission statements and
other governing documents.
(4) Alternative provider. H a program

participant or prospective program
participant of the Continuum of Care
program supported by HUD objects to
the religious character of an
organization that provides services
under the program, that organization
shall, within a reasonably prompt time
after the objection, undertake reasonable
efforts to identify and refer the program
participant to an alternative provider to
which the prospective program
participant has no objection. Except for
services provided by telephone. Hie
Internet, or similar means, the referral
must be to an alternate provider in
reasonable geographic proximity to the
organization making the referral. In
making the referral, the organization
shall comply with applicable privacy
laws and regulations. Recipients and
subrecipients shall document any
objections from program participants
and prospective program participants
and any efforts to refer such participants
to alternative providers in accordance
with the requirements of
§578.103(a}(13). Recipients shall ensure
that all subrecipient agreements make
organizations receiving program funds
aware of these requirements.

(5) Structures. Program funds may not
be used for the acquisition,
construction, or rehabilitation of
structures to the extent that those
structures are used for explicitly
religious activities. Program funds may
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addiction treatment. domestic violence
services. or a high intensity package
designed to meet the needs of hard-to-
reach homeless persons). While the
housing may offer services for a
particular type of disability, no
otherwise. eligible individuals with
disabilities or families including an
individual with a disability, who may
benefit from the services provided may
be excluded on the grounds that they do
not have a particular disability.

(c) Affirmatively furthering fwr
housing. A recipient must implement its
programs in a manner thataffirmatively
furthers fair housing, which means that
the recipient must:
(1) Affirmatively market their housing

and supportive services to eligible
persons regardless of race, color.
national origin, religion, sex, age,
familial status. or handicap who are
least likely to apply in the absence of
special outreach, and maintain records
of those marketin~ activities;
(2) Where a recipient encounters a

condition or action that impedes fair
housing choice for current or
prospective program participants,
provide such information to the
jurisdiction that provided the
certification of consistency with the
Consolidated Plan; and
(3) Provide program participants with

information on rights and remedies
available under applicable federal. State
and local fair housing and civil rights
laws.

(d) Accessibility and integrative
housing and services for persons with
disabilities. Recipients and
subrecipients must comply with the
accessibility requirements of the Fair
Housing Act (24 CFR part 100), Section
504 of the Rehabilitation Act of 1973 (24
CFR part 8), and Titles Il and III of the
Americans with Disabilities Act, as
applicable (28 CFR parts 35 and 36). In
accordance with the requirements of 24
CFR 8.4(d), recipients must ensure that
their program's housing and supportive
services are provided in the most
integrated setting appropriate to the
needs of persons with disabilities.
(e) Prohibition against involuntary

family separation. The age and gender
of a child under age 18 must not be used
as a basis fOJ:denying any family's
admission to 11 project that receives
funds under this part.

§578.95 Conflicts of Interest.
(a) Procurement. For the procurement

of property (goods. supplies, or
equipment) and services, the recipient
and its subrecipients must comply with
the codes of conduct and conflict-of-
interest requirements under 24 CFR
85.36 (for governments) and 24 CFR
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definition of homeless in §576.2. To
demonstrate that it is of equal or greater
priority. applicants must show that it is
equally or more cost effective in meeting
the overall goals and objectives of the
plan submitted under section
427(b)(I)(B) of the Act, especially with
respect to children and unaccompanied
youth.
(b) Limit. No more than 10 percent of

the funds awarded to recipients within
a single Continuum of Care's geographic
area may be used to serve such persons.
(c) Exception. The 10 percent

limitation does not apply to
Continuums in which the rate of
bomelessness, as calculated in the most
recent point-in-time count, is less than
one-tenth of one percent of the total
population.

§678.91 Termination of a881atanc8 to
program participants.

(a) Termination of assistance. The
recipient or subreclpient may terminate
assistance to a program participant who
violates program requirements or
conditions of occupancy. Termination
under this section does not bar the
recipient or subrecipient from providing
further assistance at a later date to the
same individual or family.
(b) Due process. In terminating

assistance to a program participant, the
recipient or subrecipient must provide a
formal process that recognizes the rights
of individuals receiving assistance
under the due process of law. This
process, at a minimum. must consist of:
(1) Providing the program participant

with a written copy of the program rules
and the termination process before the
participant begins to receive assistance;
(2) Written notice to the program

participant containing a clear statement
of the reasons for termination;
(3) A review of the decision, in which

the program participant is given the
opportunity to present written or oral
objections before a person other than the
person (or 11 subordinate ofthat person)
who made or approved the termination
decision; and
(4) Prompt written notice ofthe final

decision to the program participant.
(c) Hard-to-house populations.

Recipients and subrecipients that are
providing permanent supportive
housing for hard-to-house populations
of homeless persons must exercise
judgment and examine all extenuating
circumstances in determining when
violations are serious enough to warrant
termination so that a program
participant's assistance is terminated
only in the most severe cases.

.678.93 Fair Housing and Equal
Opportunity.

(a) Nondiscrimination and equal
opportunity requirements. The
nondiscrimination and equal
opportunity requirements set forth in 24
CFR 5.105(a) are applicable.
(b) Housing for specific

subpopulations. Recipients and
subrecipients may exclusively serve !l
particular homeless subpopulation in
transitional or permanent housing if the
housing addresses a need identified by
the Continuum of Care for the
geographic area and meets one of the
following:
(1) The housing may be limited to one

sex where such housing consists of a
single structure with shared bedrooms
or bathing facilities such that the
considerations of personal privacy and
the physicallimitaUons of the
configuration of the housing make it
appropriate for the housing to be limited
to one sex;
(2) The housing may be limited to a

specific subpopulation, so long as
admission does not discriminate against
any protected class under federal
nondiscrimination laws in 24 CFR 5.105
(e.g.• the housing may be limited to
homeless veterans. victims of domestic
violence and their children, or
chronically homeless persons and
families).
(3) The housing may be limited to

families with children.
(4) If the housing has in residence at

least one family with a child under the
age of 18, the housing may exclude
registered sex offenders and persons
with a criminal record that includes a
violent crime from the project so long as
the child resides in the housing.
(5) Sober housing may exclude

persons who refuse to sign an
occupancy agreement or lease that
prohibits program participants from
possessing. using, or being under the
influence of illegal substances and/or
alcohol on the premises.
(6) If the housing is assisted with

funds under a federal program that is
limited by federal statute or Executive
Order to a specific subpopulation, the
housing maybe limited to that
subpopulation (e.g.•housing also
assisted with funding from the Housing
Opportunities for Persons with AIDS
program under 24 CFR part 574 may be
limited to persons with acquired
immunodeficiency syndrome or related
disoasos).
(7) Reclplents may limit admission to

or provide a preference for the housing
to subpopulations of homeless persons
and families who need the specialized
supportive services that are provided in
the housing (e.g .• substance abuse
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84.42 (for private nonprofit
organizations).
(b) Continuum of Care board

members. No Continuum of Care board
member may participate in or influence
discussions or resulting decisions
concerning the award of a grant or other
financial benefits to the organization
that the member represents.

(c) Organizational oonflict. An
organizational conflict of interest arises
when, because of activities or
relationships with other persons or
organizations, the recipient or
subrecipient is unable or potentially
unable to render impartial assistance in
the provision of any type or amount of
assistance under this part. or when a
covered person's, as in paragraph (d)(l)
of this section, objectivIty in performing
work with respect to any activity
assisted under this part is or might be
otherwise impaired. Such an
organizatiorial conflict would arise
when a board member of an applicant
participates in decision of the applicant
concerning the award of a grant, or
provision of other financial benefits. to
the organization that such member
represents. It would also arise when an
employee of a recipient or subreclpient
participates in making rent
reasonableness determinations under
§578.49(b)(2) and §578.51(g) and
housing quality inspections of property
under §578.75(b) that the recipient,
subrecipient, or related entity owns.
(d) Olher conflicts. For all other

transactions and activities, the following
restrictions apply:
(1)No covered person. meaning a

person who is an employee, agent,
consultant, officer, or elected or
appointed official of the recipient or its
subrecipients and who exorcises or has
exercised any functions or
responsibilities with respect to ,,"ctivities
assisted under this part, or who is in a
position to participate in a decision-
making process or gain inside
information with regard to activities
assisted under this part, may obtain a
financial interest or benefit from an
assisted activity. have a financial
interest in any contract, subcontract, or
agreement with respect to an assisted
activity, or have a financial interest in
the proceeds derived froman assisted
activity, either for him or herself or for
those with whom he or she has
immediate family or business ties,
during his or her tenure or during the
one-year period following his or her
tenure.
- (2)Exceptions. Upon the written
request of the recipient, HUD may grant
an exception to the provisions of this
section on a case-by-case basis, taking
into account the cumulative effects of

the criteria in paragraph (d)(2){H)of this
section, provided that the recipient has
satisfactorily met the threshold
requirements of paragraph (d)(2)(if) of
this section.
(i) Threshold requirements, HUD will

consider an exception only after the
recipient has provided the following
documentation:
(A)Disclosure of the nature of the

conflict, accompaniod by a written
assurance, if the recipient is a
government, that there has been public
disclosure of the conflict and a
description of how the public disclosure
was made; and if the recipient is a
private nonprofit organization, that the
conflict has been disclosed in
accordance with their written code of
conduct or other conflict-of-interest
policy; and
(B) An opinion of the recipient's

attorney that the interest for which the
exception is sought would not violate
State or local law, or ifthe subrecipient
is a private nonprofit organization, the
exception would not violate the
organization's internal policies.
(ii) Factors to be considered for

exceptions. In determining whether to
grant a requested exception after the
recipient has satisfactorily met the
threshold requirements under paragraph
(C)(3)(i)ofthis section, HUn must
conclude that the exception will serve
to further the purposes of the
Continuum of Care program and the
effective and efficient administration of
the recipient's or subreclplent's project,
taking into account the cumulative
effect of the following factors, as
applicable:
(A)Whether the exception would

provide a significant cost benefit or an
essential degree of expertise to the
program or project that would otherwise
not be available:
(B)Whether an opportunity was

provided for open competitive bidding
or negotiation;
(C)Whether the affected person has

withdrawn from his or her functions,
responsibilities, or the decision-making
process with respect to the specific
activity in question:
(D)Whether the interest or benefit

was present before the affected person
was in the position described in
par~aph (C)(l) of this section:
(EJWhether undue hardship will

result to the recipient, the subrecipient,
or the person affected. when weighed
against the public interest sorved by
avoiding the prohibited conflict;
(F)Whether the person affected is a

member of a group or class of persons
intended to-be the beneficiaries of the
assisted activity, and the exception will
permit such person to receive generally
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the same interests or benefits as are
being made available or provided to the
grour or class; and
(G Any other relevant considerations.

§678.97 Program Income.
(a)Defined. Program income is the

income received by the recipient or
subrecipient directly generated by a
grant-supported activity.
(b) Use. Program income earned

during the grant term shall be retained
by the recipient, and added to funds
committed to the project br,HUD and
the recipient, used for eligible activities
in accordance with the requirements of
this part. Costs incident to the
generation of program income may be
deducted from gross income to calculate
program income, provided that the costs
have not been charged to grant funds.

(c) Rent and occupancy charges.
Rents and occupancy charges collected
from program participants are program
income. In addition, rents and
occupancy charges collected from
residents of transitional housing niay be
reserved, in whole or in part, to assist
the residents from whom they are
collected to move to permanent
housing.
§678.99 Applicability of other federal
requirements.
In addition to the requirements set

forth in 24 CFRpart 5, use of assistance
provided under this part must comply
with the following federal requirements:
(a)Bnvironmenial review. Activities

under this part are subject to
environmental review by HOD under 24
CFRpart 50 88 noted in §578.31.
(b) Section 6002 of the Solid Waste

Disposal Act. State agencies and
agencies of a political subdivision of Q
state that are using assistance under this
part for procurement, and any person
contracting with such an agency with
respect to work performed under an
assisted contract, must comply with the
requirements of Section 6003 of the
Solid Waste Disposal Act, as amended
by the Resource Conservation and
Recovery Act. In accordance with
Section 6002, these agencies and
persons must:
(1)Procure items designated in

guidelines of the Environmental
Protection Agency (EPA) at 40 CFRpart
247 that contain the highest percentage
of recovered materials practicable,
consistent with maintaining a
satisfactory level of competition, where
the purchase price of the item exceeds
$10.000 or the value ofthe quantity
acquired in the preceding fiscal year
exceeded $10,000;
(2)Procure solid waste management

services in a manner that maximizes
energy and resource recovery; and



establishing and operating a Continuum
of Care:

(0Evidence that the Board selected by
the Continuum of Care meets the
requirements of §578.5(b);
(ii) Evidence that the Continuum has

been established and operated as set
forth in subpart B of this part, including
published agendas and meeting
minutes, an approved Governance
Charter that is reviewed and updated
annually, a written process for selecting
a board that is reviewed and updated at
least once every 5 years, evidence
required for designating a single HMIS
for the Continuum, and monitoring
reports of recipients and subrecipients;
(iii) Evidence that the Continuum has

prepared the application for funds as set
forth in §578.9, including the
designation of the eligible applicant to
be the collaborative applicant.

(2) Unified funding agency records.
UFAs that requested grant ainendments
from HUD, as setforth in §578.105,
must keep evidence that the grant
amendment was approved by the
Continuum. This evidence may include
minutes of meetings at which the grant
amendment was discussed and
approved.

(3) Homeless status. Acceptable
evidence of the homeless as status is set
forth in 24 CFR 576.500(b).

(4)At risk of homelessness status. For
those recipients and subrecipients that
serve persons at risk of homelessness,
the recipient or subrecipient must keep
records that ostablish "at risk of
homelessness" status of each individual
or family who receives Continuum of
Care homelessness prevention
assistance. Acceptable evidence is
found in 24 CFR 576.500(c).

(5)Records of reasonable belief of
imminent threat of harm. For each
program participant who moved to a
different Continuum of Care due to
imminent threat of further domestic
violence, dating violence, sexual
assault, or stalking under §578.51(c)(3),
each recipient or subrecipient of
assistance under this part must retain:
(i) Documentation of the original

incidence of domestic violence, dating
violence, sexual assault, or stalking,
only if the original violence is not
already documented in the program
participant's case file. This may be
written observation of the housing or
service provider; a letter or other
documentation from a victim service
provider, social worker, legal assistance
provider, pastoral counselor, mental
health provider, or other professional
from whom the victim has sought
assistance; medical or dental records;
court records or law enforcement
records; or written certification by the
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(3)Must have established an
affirmative procurement program for the
procurement of recovered materials
identified in the EPA guidelines.
(c) Transparency Act Reporting.

Section 872 of the Duncan Hunter
Defense Appropriations Act of 2009,
and additional requirements published
by the Office of Management and
Budget (OMB),requires recipients to
report subawards made either as pass-
througb awards, subrecipient awards, or
vendor awards in the Federal
Government Web site www.fsrs.govor
its successor system. The reporting of
award and subaward information is in
accordance with the requirements of the
Federal Financial Assistance
Accountability and Transparency Act of
2006, as amended by section 6202 of
Public Law 110-252 and in OMBPolicy
Guidance issued to the federal agencies
on September 14, 2010 (75 FR 55669).
(d) The Coastal Barrier Resources Act

of 1982 (16U.S.C. 3501 et seq.) may
apply to proposals under this part,
depending on the assistance requested.

(e) Applicability of OMB Circulars.
The requirements of 24 CFRpart 85-
Administrative Requirements for Grants
and Cooperative Agreements to State,
Local, and Federally Recognized Indian
Tribal Governments and 2 CFRpart
225-Cost Principles for State, Local
and Indian Tribal Governments (OMB
Circular A-87)-apply to governmental.
recipients and subreclplents except
where inconsistent with the provisions
of this part. The requirements of 24 CFR
part 84-Uniform Administrative
Requirements for Grants and
Agreements with Institutions of Higher
Education, Hospitals, and Other Non-
Profit Organizations; 2 CFRpart 230-
Cost Principles for Non-Profit
Organizations (OMBCircular A-122);
and 2 CFRpart 220-Cost Principles for
Education Institutions apply to the
nonprofit recipients and subrecipients,
except where inconsistent with the
provisions of the McKinney-Vento Act
or this part.

(f) Lead-based paint. The Lead-Based
Paint Poisoning Prevention Act (42
U.S.C. 4821-4846), the Residential
Lead-Based Paint Hazard Reduction Act
of 1992 (42 U.S.C. 4851-4856), and
implementing regulations at 24 CFRpart
35, subparts A, B,H, J, K,M, and R
apply to activities under this program.
(glAud/t. Recipients and

subrecipients must comply with the
audit requirements of OMBCircular A-
133, "Audits of States, Local
Governments, and Non-profit
Organizations. "
(h)Davis-Bacon Act. The provisions

of the Davis-Bacon Act do not apply to
this program.

(i) Section 3of the Housing and
UrbanDevelopment Act. Recipients and
subrecipients must, as applicable,
comply with Section 3 of the Housing
and Urban Development Act of 1968
and its implementing regulations at 24
CFR part 135, as applicable.

Subpart G-Grant AdminIstration
1578.101 TeChnIcal assIstance.
(a)Purpose. The purpose of

Continuum of Care technical assistance
is to increase the effectiveness with
which Continuums of Care, eligible
applicants, recipients, subrecipients,
and UFAs implement and administer
their Continuum of Care planning
process; improve their capacity to
prepare applications; prevent the
separation of families in projects funded
under the Emergency Solutions Grants,
Continuum of Care, and Rural Housing
Stability Assistance programs; and
adopt and provide best practices in
housing and services for persons
experiencing homelessness.

(b) Defined. Technical assistance
means the transfer of skills and
knowledge to entities that may need, but
do not possess, such skills and
knowledge. The assistance may include,
but is not limited to, written
information such as papers, manuals,
guides, and brochures; person-to-person
exchanges; web-based curriculums,
training and Webinars, and their costs.
(c) Set-aside. HUDmay set aside

funds annually to provide technical
assistance, either directly by HUD staff
or indirectly through third-party
providers.
(d) Awards. From time to time, as

HUD determines the need, HUDmay
advertise and competitively select
providers to deliver technical
assistance. HUDmay enter into
contracts, grants, or cooperative
agreements, when necessary, to
implement the technical assistance.
HUDmay also enter into agreements
with other federal agencies for awarding
tho technical assistance funds.
1678.103 Recordkeeplng requIrements.
(a) In general. The recipient and its

subrecipients must establish and
maintain standard operating procedures
for ensuring that Continuum of Care
program funds are used in accordance
with the requirements ofthis part and
must establish and maintain sufficient
records to enable HUDto determine
whether the recipient and its
subrecipients are meeting the
requirements of this part, including:
.(1) Continuum of Care records. Each

collaborative applicant must keep the
following documentation related to
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program participant to whom the
violence occurred or by the head of
household.

(li) Documentation of the reasonable
belief of Imminent threat of further
domestic violence, dating violence, or
sexual assault or stalking, which would
include threats from a third-party, such
as a friend or family member of the
perpetrator of the violence. This may be
written observation by the housing or
service provider; a letter or other
documentation from a victim service
provider, social worker. legal assistance
provider, pastoral counselor, mental
health provider, or other professional
from whom the victim has sought
assistance; current restraining order;
recent court order or other court
records; law enforcement report or
records; communication records from
the perpetrator of the violence or family
members or friends of the perpetrator of
the violence, including emails,
voicemails, text messages, lind social
media posts; or a written certification by
the program participant to whom the
violence occurred or the head of
household.

(6) Annual income. For each program
participant who receives housing
assistance where rent or an occupancy
charge is paid by the program
participant, the recipient or subrecipient
must keep the following documentation
of annual income:

(I) Income evaluation form specified
by HUD and completed by the recipient
or subrecipiont; and

(ii) Source documents (e.g.,most
recent wage Statement. unemployment
compensation statement, public benefits
statement, bank statement) for the assets
held by the program participant and
income received before the date of the
evaluation;

(iii) To the extent that source
documents are unobtainable, a written
statement by the relevant third party
(e.g., employer, government benefits
administrator) or the written
certification by the recipient's or
subreclpient's intake staff of the oral
verification by the relevant third party
of the income the program participant
received over the most recent period; or

(iv) To the extent that source
documents and third-party verification
are unobtainable, the written
certification by the program participant
of the amount of income that the
program participant is reasonably
expected to receive over the 3-month
period following the evaluation.

(7)ProgrampartiCipant records. In
addition to evidence of "homeless"
status or "at-risk-of-homelessness"
status, as applicable, the recipient or

subreclpient must keep records for each
program participant that document:

(i) The services and assistance
provided to that program participant,
including evidence that the recipient or
subrecipient has conducted an annual
assessment of services for those program
participants that remain in the program
for more than a year and adjusted the
service package accordingly, and
including case management services as
provided in § 578.37(a)(1)(ii)(F); and

(il) Where applicable. compliance
with the termination of assistance
requirement in §578.91.

(8) Housing standards. The recipient
or subrecipient must retain
documentation of compliance with the
housing standards in §578.75(b),
including inspection reports.

(9) Services provided. The recipient or
subrecipient must document the types
of supportive services provided under
the recipient's program and the amounts
spent on those services. Therecipient or
subrecipient must keep record thatthese
records were reviewed at least annually
and that the service package offered to
program participants was adjusted as
necessary. ,

(10) Match. The recipient must keep
records of the source and use of
contributions made to satisfy the match
requirement in §578.73. The records
must indicate the grant and fiscal year
for which each matching contribution is
counted. The records must show how
the value placed on third party in-kind
contributions was derived. To the extent
feasible, volunteer services must be
supported by the same methods that the
organization uses to support the
allocation of regular personnel costs.

(11) Conflicts of interest. The
recipient and its subrecipients must
keep records to show compliance with
the organizational conflict-of-interest
requirements in §578.95(c), the '
Continuum of Care board conflict-of-
interest requirements in § 578.95(b). the
other conflict requirements in
§ 578.95(d), a copy ofthe personal
confllct-of-interest policy developed
and implemented to comply with the
requirements in §578.95. and records
supporting exceptions to the personal
conflict-of-interest prohibitions.

(12)Homeless participation. The
recipient or subrecipient must
document its compliance with the
homeless participation requirements
under §578.75(g).

(13)Faith-based activities. The
recipient and Its subreclplents must
document their compliance with the
faith-based activities requirements
under §578.87(b).

(14)Affirmatively Furthering Fair
Housing. Recipients and subrecipients

c'ATTACHMENT •....._••...•.. ~..
t.\-S IIIPAGE .... _•••... _OF ... .::1 .• PAGes

must maintain copies of their marketing,
outreach, and other materials used to
inform eligible persons of the program
to document compliance with the
requirements in §578.93(c).

(15) Other federal requirements. The
recipient and its subrecipients must
document their compHance with the
federal requirements in §578.99, as
applicable.

(16) Subrecipients and contmctors. (I)
The recipient must retain copies of all
solicitations of and agreements with
subrecipients, records of all payment
requests by and dates of payments made
to subrecipients, and documentation of
all monitoring and sanctions of
subrecipients, as applicable.

(Ii) The recipient must retain
documentation of monitoring
subrecipients, including any monitoring
findings and corrective actions required.
. (iii) The recipient and its
subrecipients must retain copies of all
procurement contracts and
documentation of compliance with the
procurement requirements In 24 CFR
85.36 and 24 CFRpart 84.

(17) Other recoriJsspecified by HUD.
The recipient and subrecipients must
keep other records specified by HUD.

(0) Confidentiality. In addition to
meeting the specific confidentiality and
security requirements for HMIS data,
the recipient and its subrecipients must
develop and implement written
procedures to ensure:

(1) All records containing protected
identifying information of any
individual or family who applies for
and/or receives Continuum of Care
assistance will be kept secure and,
confidential;

(2) The address or location of any
family violence project assisted with
Continuum of Care funds will not be
made public. except with written
authorization of the person responsible
for the operation of the project; and

(3) The address or location of any
housing of a program participant will
not be made public, except as provided
under a preexisting privacy policy of the
recipient or subrecipient and consistent
with State and local laws regarding
privacy and obligations of
confidentiality;

(c)Period oJ record retention. All
records pertaining to Continuum of Care
funds must be retained for the greater of
5 yoars or the period specified below.
Copies made by microfilming,
photocopying. or similar methods may
be substituted for the original records.

(1)Documentation of each program
participant's qualification as a family or
individual at risk of homelessness or.as
a homeless family or individual and
other program participant records must



other sources, including citizen
comments, complaint determinations,
and litigation.

(2) If HUD determines preliminarily
that the recipient or one of its
subrecipients has not complied with a
program requirement, HUD will give the
recipient notice of this determination
and an opportunity to demonstrate,
within the time prescribed by HUD and
on the basis of substantial facts and data
that the recipient has complied with the
requirements. HUD may change the
method of payment to require the
recipient to submit documentation.
before payment and obtain HUD's prior
approval each time the recipient draws
down funds. To obtain prior approval,
the recipient may be required to
manually submit its payment requests
and supporting documentation to HUD
in order to show that the funds to be
drawn down will be expended on
eligible activities in accordance with all
program requirements.

(3J If the recipient fails to demonstrate
to HUD's satisfaction that the activities
were carried out in compliance with
program requirements, HUD may take
one or more of the remedial actions or
sanctions specified in paragraph (b) of.
this section.

(b) Remedial actions and sanctions.
Remedial actions and sanctions for a
failure to meet a program requirement
will be designed to prevent a
continuation of the deficiency; to
mitigate, to the extent possiple, its.
adverse effects or consequences: and to
prevent its recurrence.

(1) HUD may instruct the recipient to
submit and comply with proposals for
action to correct, mitigate, and prevent
noncompliance with program
requirements, including:

Ii) Preparing and following a schedule
of actions for carrying out activities and
projects affected by the noncompliance,
including schedules, timetables, and
milestones necessary to implement the
affected activities and projects;

(il) Establishing and following a
management plan that assigns
responsibilitiss for carrying out the
remedial actions;

(iii) Canceling or revising activities or
projects likely to be effected by the
noncompliance, before expending grant
funds for them;

(iv) Reprogramming grant funds that
have not yet been expended from
affected activities or projects to other
eligible activities or projects;

(v) Suspending disbursement of grant
funds for some or all activities or
projects;

(vi) Reducing or terminating the
remaining grant of a subrecipient and
either reallocating those funds to other
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be retained for 5 years after the
expenditure of all funds from the grant
under which the program participant
was served; and

(2) Where Continuum of Care funds
ore used for the acquisition, new
construction, or rehabilitation of a
project site, records must be retained
until 15 years after the date that the
project site is first occupied, or used, by
program participants.

(d) Access to records. (1) Federal
Government rights. Notwithstanding the
confidentiality procedures established
under paragraph (b) of this section,
HUD,the HUD Office of the Inspector
General, and the Comptroller General of
the United States, or any oftheir
authorized representatives, must have
the right of access to all books,
documents, papers, or other records of
the recipient and its subrecipients that
are pertinent to the Continuum of Care
grant, in order to make audits,
examinations, excerpts, and transcripts.
These rights of access are not limited to
the required retention period, but last as
long. as the records are retained.

(2)Public rights. The recipient must
provide citizens, public agencies, and
other interested parties with reasonable
access to records regarding any uses of
Continuum of Care funds the recipient
received during the preceding 6 years,
consistent with State and local laws
regarding privacy and obligations of
confidentiality and confidentiality
requirements in this part.

le) Reports. In addition to the
reporting requirements in 24 CFR parts
84 and 85, the recipient must collect
and report data on its use of Continuum
of Care funds in an Annual Performance
Report (APR),as well as in any
additional reports as and when required
by HUD:Projects receiving grant funds
only for acquisition,. rehabilitation, or
new construction must submit APRs for
15 years from the date of initial
occupancy or the date of initial service
provision, unless HUD provides an
exception under §578.81(e).
§678.105 Grant and project change ••

(a) For Unified Funding Agencies and
Continuums having only one recipient.
(1) Tho recipient may not make any
significant changes without prior HUD
approval, evidenced by a grant
amendment signed by HUD and the
recipient. Significant grant changes
include a change of recipient. a shift in
a single year of more than 10 percent of
the total amount awarded under the
grant for one approved eligible activity
category to another activity and a
permanent change in the subpopulaUon
served by anyone project funded under
the grant, as well as a permanent

proposed reduction in the total number
of units funded under the grant.

(2) Approval of substitution of the
recipient is contingent on the new
recipient meeting the capacity criteria in
the NOFA under which the grant was
awarded, or the most recent NOFA.
Approval of shifting funds between
activities and changing subpopulaUons
is contingent on the change being
necessary to better serve eligible persons
within the geographic area and ensuring
that the priorities established under the
NOFA in which the grant was originally
awarded, or the most recent NOFA, are
met.

(b) For Continuums having mote than
one recipient. (1) The recipients or
subrecipients may not make any
significant changes to a project without
prior HUD approval, evidenced by 8
grant amendment signed by HUD and
the recipient. Significant changes
include a change of recipient, a change
of project site, additions or deletions in
the types of eligible activities approved
for a project, a shift of more than 10
percent from one approved eligible
activity to another, a reduction in the
number of units. and a change in the
subpopulaUon served.

(2) Approval of substitution of the
recipient is contingent on the new
recipient meeting the capacity criteria in
the NOFA under which the' grant was
awarded, or the most recent NOFA.
Approval of shifting funds between .
activities and changing subpopulatlons
is contingent on the change being
necessary to better serve eligible persons
within the geographic area and ensuring
that the priorities established under the
NOFA in which the grant was originally
awarded, or the most recent NOFA, are
met.

(c) Documentation of changes not
requiring a grant amendment. Any other
changes to an approved grant or project
must be fully documented in the
recipient's or subrecipient's records.
§678.107 SanctIons.

(a) Performance reviews. (1) HUD will
review the performance of each
recipient in carrying out its
responsibilities under this part, with or
without prior notice to the recipient. In
conducting performance reviews, HUD
will roly primarily on information
obtained from the records and reports
from the recipient and subrecipionts, as
well as information from on-site
monitoring, audit reports, and
information generated from HUD's
financial and reporting systems (e.g.,
LOceS and e-snapsl and HMIS. Where
applicable, HUD may also consider
relevant information pertaining to the
recipient's performance gained from
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subrecipients or returning funds to
HUD;and
(vii) Making matching contributions

before or as draws are made from the
recipient's grant.

(2) HUDmay change the method of
payment to a reimbursement basis.

(3) HUDmay suspend payments to
the extent HUD determines necessary to
preclude the further expenditure of
funds for affected activities or projects.
(4) HUDmay continue the grant with

a substitute recipient ofHUD's
choosing.

(5) Hun may deny matching credit for
all or part of the cost of the affected
activities and require the recipient to
make further matching contributions to
make up for the contribution .
determined to be ineligible.
(6) HUDmay require the recipient to

reimburse the recipient's line of credit
in an amount equal to the funds used for
the affected activities.
(7) Hun may reduce or terminate the

remaining grant of a recipient.
(8) Hun may condition a future grant.
(9) HUDmay take other remedies that

are legally available.
(c)Recipient sanctions. If the

recipient determines that a subrecipient
is not complying with a program
requirement or its subrecipient
agreement, the recipient must take one
of the actions listed in paragraphs (a)
and (b) of this section.
(d)Deobllgation. HUDmay deobligate

funds for the following reasons:
(1) Ifthe timeliness standards in

§578.85 aro not met;
(2) If HUD determines that delays

completing construction activities for a
project will mean that the funds for

other funded activities cannot
reasonably be expected to be expended
for eligible costs during the remaining
term of the grant;
(3) If the actual total cost of

acquisition, rehabilitation, or new
construction for a project is less than the
total cost agreed to in the grant
agreement;

(4) If the actual annual leasing costs,
operating costs, supportive services
costs, rental assistance costs, or HMIS
costs are less than the total cost agreed
to in the grant agreement for a one-year
period;

(5) Program participants have not
moved into units within 3 months of the
time that the units are available for
occupancy; and
(6) The grant agreement may set forth

in detail other circumstances under
which funds may be deobligated and
other sanctions may be imposed.
§578.109 Closeout.

(a) In general. Grants will be closed
out in accordance with the requirements
of 24 CFRparts 84 and 85, and closeout
procedures established by Hun.
(b)Reports. Applicants must submit

all reports required by HUD no later
than 90 days from the date of the end
ofthe project's grant term.

[c) Closeout agreement. Any
obligations remaining as of the date of
the closeout must be covered by the
terms of a closeout agreement. The
agreement will be prepared by Hun in
consultation with the recipient. The
agreement must identify the grant being
closed out, and include provisions with
respect to the following:
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(1) Identification of any closeout costs
or contingent liabilities subject to
payment with Continuum of Care
program funds after the closeout
agreement is signed;

(2) Identification of any unused grant
funds to be deobligated by HUD;

(3) Identification of any program
income on deposit in financial
institutions at the time the closeout
agreement is signed;

(4) Description of the recipient's
. responsibility after closeout for:

(i) Compliance with all program
requiremonts in using program income
on deposit at the time the closeout
agreement is signed and in using any
other remaining Continuum ofCare
program funds available for closeout
costs and contingent liabilities;
(il) Use of real property assisted with

Continuum of Care program funds in
accordance with the terms of
commitment and principles;
(iii) Use of personal property

purchased with Continuum of Care
program funds; and
(iv) Compliance with requirements

governing program income received
subsequent to grant closeout.

(5) Other provisions appropriate to
any special circumstances of the grant
closeout, in modification of or in
addition to the obligations in paragraphs
(c)(1) through (4) ofthis section.
Dated: June 28, 2912.

Mark Johnston,
Assistant Secretary for Community Planning
and Development (Acting).
[FR Doc. 2012-17546 Filed 7-30-12; 8:45 am)
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respect to da.t&, iliformation or re-
port(s) required under lIubpart E of thilI
pa.rt (but llba.t are not required by 880-
tions 809(m) or (n) of the Fannie Mae
Charter Act or by seotions 90'1(a) or (0
of the Freddie,Ma.o Aot), the Sec:l1'eta.ry
may pursue uy civil or a.dm1n1strative
remedies or penaJties aga.1nst the GSE
that may be ava1la.blato the Seoreta.ry.
The Seoreta.ry shaJJ pursue suoh rem-
edies Wlciera.pplioable la-w,

(3) Proc.llUres. The SeOl'8ta.ry shall'
comply witb the. procedures set forth in
subpart G of this part in oonneotion
With a.ny enforcement action that he or
she may 1nitia.te agt.1nst & GSE Wlder
p&1'88'1'&ph (il) of this lIeotion.
[89 FR 88842, Nov; 2, 2004]

PART 84-UNIFORM ADMINISTRA-
TIVE REQUIREMENTS FOR GRANTS
AND AGREEMENTS WITH INSTITU-
TIONS OF HIGHER EDUCA,nON,
HOSPITALS, AND OTHER NON-
PROFITORGANIZATIONS

SUbpart A-General
8ao.
1t.1 Pl\1'poaB.
1t.2 Do1lDltlODS.
84.8 :mrrio~ on other ll111uanoOB.
B4,4 DllviatlOJl8.
84.6 Suba.wa.rcla.

Subpart B-Pre-Award RequIrements
84.10 . Pl\1'pOlIII.
8t.ll pre·award pel1a1es.
It.l11 ll'Orin8 tor a.ppl;v1ng for Federal lUI81Bt-

anoa.
84.l8 Debarment Uld IIWIpension; DrAW-Free

Workplaoe.
1t.14 8Jleola! aw&1'4 oondi1iloIlB.
1t.16 Metrio II)'stem of mlllUlurement.
84.18 ReBouroe OODBervatloD and Reoonl'Y

Aot.
84.l? OertlfioationB and re]l1'8lentat1ona.

Subpart C-Post-Award Requlreme~ts
Jl'INANlJJAL AND PROGRAM MANAGIIlMIiIH'J'

84.20 PIU'JIOIl8 ot fiDa.nota.l and prOIl':l'am man-
l\.Cament.

114.21 St&ndards fOl' fiDaDoIa! mUllll'BJD811t
II)'B"m8.

84.112 Pal'Jllent.
84.23 OOlt sha,rJ.Dll'01' matoh1Dar.
8t.24 Program income.
84.25 Revillon of budaret aDd prol'l'am plans.
84.28 NOD-lI'ell81'&1audits.
M.lI' Allowable OOBtS.

i,
.~

r
j
I

Pt. 84

84.1I8 Period of ava.l1ab111ty or funds •.

l'BOPIlR'1'Y BTAND.UIDS

84.80 PIU'POB801 prOPBl't3' ataDdarda.
84.81 IDBurlUloe oov81'age.
84.82 ll.eaJ properb'.
84.88 lP.dara.Jly~wned ILUdexempt )ll'CJP8l1;y.
aUt Bllll1pment.
84.86 Suppllllll Uld other llXJlBDdab1e prop.

erty.
84.38 Illlia.Jlr1bleproperty.
M.3'1 PropBltY trl1lt. relat.ioDSbI]l.

PlUlOlIUMJIft'l' S'l'AND.4lIDS

84.40 P111'J)OlIeot proourement .ts114&1'48.
8Ul Reoi]llent reBPODBlbfl1tlea.
M.tll Codes of oonduo1;.
8t.48 Competltlo~. .
8t.4t Proourement prooedurBB.
8U6 Ooat and prloe analnll.
M.48 Pro.ouremant reoorda.
lIt.t7 OOl)traot a4m1nlBtratlon.
84.te Oontraol; JIl·ov1BlcmB.

1'l.BPOR'l'B AJm RIlCXlRDs

BUD Porpoae of 1'llJlO11a and reoorda.
M.61 Molittor1ng anti l'BJlortlJlB proarra,m

performanoe.
Bt.611 F1na.noll.ll'llJIortlnlr.
Bt.&8 ll.etentlon and &00IIII8 rellu1reJnllIlts for

l'Boorda.

'1'JiIRMINATlONANDENl'ORllIIIMlIINI'

M.eo Purl>Oae of termlnatlO1l and enforce-
ment. .

84.61 Term1Dation.
M.811 lIl:nforoement.

Subpar' D-After·the·Awatd Requirement.
8t.70 PurpOBB.
84.71 0101110ut pro08d1l1'Bll.
M.72 SubaeQuent adjustments an4 001!.-

t1nuln&' reaponBlbil1$1ea.
Bt.78 Colleotion ofamounta due.

Subparl E-U8e of LUmp sum Grams
BUD Oonditlone for nab of Lump Bum (fixed

p1'l.oe or flXed amount) graDta.
M.BI Deflnitlon.
84,82 ProviBloDB ap]lUolLble only to lump

8um ll'1'a.nta.
BU8 Pl'O)lerty 8tandards.

. M.84 Proourement BtaDd&l·d8.
M.86 RepoN IlZlci reoorda.
at.8U TermlnILtlon B.1Id enforoement.
84.8' OlOBeDut ]lrooedurllll; 8ubBeQUIlD.t aII-

,uBtmenta ILUd oontlDutng l'BSpoDBlbtl-
ltlllll.

APPDNDIXA TO PAM' 84-00NTRAaI' PRm'I'
SlONS

AUTBORrrr: 42 U.S.O. 8686(d).
BOUllOS: 68 FR 47011, Sept. 18, 1994., unleBi

otherwlBB noted.
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§84.1

Subpart A-General
fi 84.1 Purpe •••
This part establishes uniform ac1m1n-

ietra.t1ve requirements for Federal
gra.nte a.nd a.greemente awarded to In-
stitutions of hirher eduoa.tion, hOI-
pita.ll, a.nd other non-profit orga.n1sa-
tiona. Additional or inoonsistent re-
quirements sh&lJ. not be' imposed, ex-
oept as provided in If 84.4. and B4.1f or
unless speoifioa,lly required by Federa.l
statute or exeoutive order. Non-profit
orga.nill&tioJll that implement Federal
programs for the States are &leo sub-
jeot to State reqiLtremente.

• 84.2 DeflDitloDlil.
Accrued upen.diturl!B means the

oba.rg8ll inourred by the recipient dnr-
ing a given period requ1ring the provi-
sion of funds for:

(1) Goods a.nd other tangible property
received:
(2) Servioes performed by employees,

contractors, Bubreo1plents, a.nd other
paYees; and
(3) Other amounts beoominll' owed

under programs for whioh no Ol1l'1'8Dt
services or performance is required..
Accroed iflOome means the BUmof:
(1) Earnings during a given period

from:
(i) Services performed by the reoipi-

ent; and
(11) Goods and other tangible prop·

erty delivered to purchasere: and
(2). Amounts becoming oWed to the

reo1pient for wh10h no current aerviosl
or performance is required by the re-
oipient.
Acquisition colt 01 equipment mee.ns

the net invoioe prioe of the equipment,
including the oost of modifications, at-
ta.obmenta, acoessories, or auxiliary
a.ppaxatus necessary to make the prop·
erty usa.ble for the purpose for which it
was a.oqtl1red. Other Charges, suob as
the oost 011nBta.1la.tion,transpGJ.1;a.tlon,
taxes, duty or proteotive in-tra.ns:l.t in-
suranoe, aha.Jl be lncluded. or exoluded
from the unit acquisition oost in ac-
oordanoe with the reoipient's regala.r
acoounting pra.otioes.
Advance means a. pa.yment made by

TrOAllUl'Yoheok or other a.ppropria.te
pa.yment mechanism to a. recipient
upon ita request either before outlays
a.re made by the reoipient or through

24 CFRSubflfle A (.4-1-11 Edition)

the use of predetermined payment
aobedules.
Award mea.nB ftna.no1al assistanoe

that prov1dessupport or stimulation to
a.ooompliBh a publio purpose. Awards
inolude 8'ranta a.nd other agreementa in
the torm of money or property in lieu
of money, by BUD to an ellgible reoipi-
ent. The term dOBSnot include: tech-
nloa.l aas18te.nl)8, which provides 8erv-
loea instead of money; other assistanoe
in the form of loana, loan guarantees,
oa.pltaJ advanoes un4Dr the Seotion8 202
and 811 prGB'I'&mS,Interest subsidies, or
iJ1lll11'BDoe;direot pa.ymentll of any kind
to IndiV1dua.1s: and, oontraots whioh
are required to be entered moo and ad-
miniBtered under procurement la.ws
and regula.tiona.
oa.sll. oontrlbuUON me&Jll the reolp1-

ent'a oaBh outla.y, 1noluding the outlay
of money oontributed to the reoipient
by third paztiea.
ClOSBout means the prooeeD by which

ED determines tht.t all a.pplioAble ad-
minlstra.tive &ottODBand a.ll required
work of the awa.r4 have been oompleted
by the recip1ent and BUD.
Oontract mea.nB t. procurement eon-

tract under an award l)r lub8.ward, and
a proourement auboontraot under a re-
oiplent's or subreolpient'l oontra.ot.
OOBt '~rlng or matohtng meanB that

portion of projeot or program ooste not
borne by nun.

Da.te 01 oompllltloll msa.DSthe date on
whiCh a.ll work \Ull1er a.n award Is com-
pleted or the date on the a.ward doou-
ment, or any supplement or amend-
ment thereto, on whioh HUD sponsor-
ahipends.
DiBallo1DBd com means those olla.rttes

to an a.ward tha.t HODdeterm1nes to be
una.llowa.ble, in /l.Cloor4ance with the
a.pplioable Federal oost prino1ple8 or
other terms and conditions oonte.ined
in the a.wa.rd.
EClU~pmentme&Jll tangible nonexpend-

able peraoDal property inoluding- ex-
empt proPerty oba.rged direotly to the
a.ward having a. uaetullite of more tha.n
one year and a.n acquisition cost of
.6000 or more per unit. However, oon-
II1stent with recipient policy, lower
l1mite ma.y be esta.blished.
E:r:cesl propertv meane property under

the oontrol of BUD tha.t, as determined
by the Seoretary, Is no longer required
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fOl'its needs or the disoha.Tgeof ita re-
sponsibilities.

E:Eempt property means ta.nglble per-
sonal property acquired in whole or in
pm with Federal funds, where RUn
bas sta.tutory authority to vest title in
the reoipient without further oblire--
tion to the Federal Government. An ex-
ample of exempt property authortty 18
oontained in the Federal Grant and 00-
operAtive Agreement .Aot (81 n.s.o,
6806), for property aoquired under an
awa.rd to oonduot basio or a.pp11ed_re-
search by a. non-profit :Institution of
higher eduoa.tion or nOn-profit organi-
zation whose prino1pal purpose Is oon-
duoting soiantUlo research.
FerJ.e.ro.lmoatdfng fJ(IBnCII means the

Federal agency that provides an AWa.rd
to the recipient •
.Federal funds authorfZBa meaus the

totaJ a.:inoWitof Federal funds obU-
gAtedby BUD for use by the reoip1ant".
T.bis amount ~ inDlude any Al1thOr-
1zed oa.rryover of unob11ira.ted funds
from priOlofunding 118r1odswhen per-
mitted by BUD regulations or imple-
menting instructions. .
FedMal share of real property, equip·

ment, or 8UPpliesmeans that percent-
age of the property's aoquiB1tioncosts
and any improvement expenditures
paid with Federal funds.
FumUng period nieans the pertod of

time when Federal f1mding is avaUable
fOl'obligation by the reo1pient.
Intan¢l1li1 propeTtJJ a.nd Iiebt instru-

ments means, but Is not limited to,
trademukB, oo:pyr1rhte, pa.tenta and
pa.tent applications and such property
as 101Ul8, notes arid other debt instru.-
.menta, IB&8eagi'eementa, stook and
other instruments of propsrty ownel'-
Ship,whether considered tangible or in-
lianglble.
Obligati01l8 means the amounts of 01'-

dsrs placed, oontracts and grants
awarded, s8rv1oesreceived anti.simllar
tra.nsaotions during a given period that
reqUire payment by the reoip1ent dur-
ing the same or a future period.
Outla1lB or lI%PendftuTeB means charges

made to the projeot or program. They
may be reported on a cash or aoOl'llBJ.
baB1s.For reports prepared on a oash
baB1s,outla.ys a.re the BUl'D of oash dis·
bursements for direot charges for goods
and servioes, the amount of Ind1l'901iex-
pense charged. the value of third party
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in-kind oontributions applied and the
amount of caBb.advances and pa.yments
made to subreo1pients. For reports pre-
pared on an aoorual basis, outlayS are
the sum of casb disbursements for di-
reot charges for goods and servioes, the
amount of· indirect expense m,ourred.
the value of 1D-k1n.doontributions a.p-
pl1ed, a.nd the nst increase (or de-
crease) in the amoun.te owed by the re-
o1p1entfor goods and otber property re-
oeived; fElrservioes pertormed by em- .
ployees, ·oontraotors, Bubreoip1ents and
other paysBB and other amounts be-
ooming owed un.d81'programs for which
no o1ll'1'entJlerviOlHlor performa.noe a.re
required.
Personal prOJ1llrl.Jl means property of

a.ny kind exoept real property. It may
be tangible, having phyS10aJeXistence,
or intangible, haviDe'no physical exist-
enoe, suob as oopyrig'hts, patents, or
seouI'1ties.
Prior approlJaJ means written ap-

proval by an authoriBed offioial evi-
deno~ prior oonsent.
Program .naoma means gross moome

ea.rned by the reo1p1entthat :is directly
generated by asuppOi'ted activity or
earned as a result of the award, (see ex-
clua10nsin fi§84,24 (e) and (h». Program
mooms includes, but is not l1m:ited to,
income from feeB for ServiOBBper-
formed. the use or rental of real or per-
sonal property aoqujred un.d81' feder-
ally-fundsd projeots, the sale of OOlD-
modities or items :fa.br1catedunder a.n
award,- lioense feee and royalties on
patents a.ndoopyr1g'.b.ta,and interest on
loans ma4e with award fUnds. lnterest
earned ou advanoes of FeCleral funds is
not progrs.m inoome. Exoept as other-
wise provided in BUD regulations or
the terms and conditions of the a.wa.rd.
program inoome does not inolude the
reoeipt 'of prinoipal on loans, reba.tes,
credits, disoounts, etc" or interest
ea.rned on any of them.
Project colt, meaus all allowa.ble

costs, as set forth in the appl:ica.ble
Federal oost prinoiples, incurred by a.
reoip1ent and the value ot the oontribu·
tions made by third parties in aocom-
pUshing the objectives of the award
during the PI'Ojectperiod.
Project period means the period sstab·

lished in the a.ward dooument during
which BUD sponsorship begillB and
e11ds.
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§84.2

Prorxm'll mea.ne. unlBBB otherwise
stated. real property. equipment. in-
ta.naible property a.nd debt instru-
ments.

Real propertJI mea.ns la.nd. inoludlng
la.nd iJnprovemel:l.te.struotures a.nd••p-
purtena.noes theret.o, but exoludesmov-
a.blema.ohinerya.ndequipment.

Recipient mea.ns an organ1aatton re-
oeiving tinano1al aas1Btanoe direotly
CrommID to oarry out a. projeot or
progl'8.lh.The term inoludes publio a.nd
private 1nIltitUttODSor higher edll-
oa.tion, publio and priVa.teh08p1tals.
a.ndother quasl-publioa.ndprivate non-
proUt organisations suoh as, but not
limited to. oommunlty aotton agenoies,
research 1nIltitutes, eduoa.tional asso-
oiations, and hea.ltb oentera. The term
includes commeroial organizations,
international organizations when oper-
ating domestioaJly (suChas agenoles of
the United Nations) which are recipi-
ents, sllbrec1p1entB.or oontrACtors or
suboontractors of recipients or sub-
reoipients. The term does not inolude
government-owned oontractor-operated
ra.o1ltt1e8or research oenters providing
oontinued support for mission-oriented,
large-soale programs that are revern-
ment-owned or oontrolled, or are des--
irnated as :tederaJly-tunded resea.roh
and development oenters. The term
does not Inolude mortJragors that re-
ceive mortgages 1nIlured or held by
HOD or mo~rs or projeot owners
that reoeive oaplta.l adVaDOBIlfrom
HODunder the Section 2O!la.nd 811 pro-
grams.

BeBearoh and tletJalopment mea.ns all
research a.otivities, both basio and ap-
plied, and all development aotivities
that are supported at un1vere1ties, cpl-
leges, and other non-profit institu-
tions. "Research" Is def1ned as a 1lYIl-
tematio study directed toward fuller
eoientifio knowledge or understa.nding
of the subject studied. "Development"
1& the systematic use of knowledge and
understanding gatnsd from ressllorohdi·
reoted toward the production of useful
materials. devloes, s;VStems,or meth-
ods. Inoluding design aud development
of prototYPes and prooessee, The term
resea3'oh also inoludes a.otivities in-
volving the tra.in1ng of individuals in
research teohnlques Where suoh aotivi-
ties ut111zethe same faoi11ties as other
research and development a.otivitles

24 CFR Subtitle A (4- '-1' EdItion)

a.ndWhere suoh a.otivlt1eaare not In-
oluded In the instruction fUnotion.

Small awa.Tds means a il'/Lnt or coop-
erative agTeement not exoeeding
$100,000 or the small purChasethreshold
fixed at 41 U.S.O. 408(11). whiohever is
grea.ter.

Subawarcl means:
(1) .An award of finanolal a.sa1Sta.noe

in the 1'orm of money, or property in
Ueu 01'money, made under an award by
a reoiplent to a.n el1e'1blelubreolp1ent
or by a subreo1pient to a lower tier sub·
reo1pient. The term inolades finano1al
a.ee1ata.noewhen prcvided by any legal
a.greement, even if the ..greement Ie
oalled a oontra.ot, but doesno1; lnoll1de
proourement of goods a.ndservioes nor
does it include any form or aaeista.noe
which is excluded from the definition
of "awa.rd". .
(2) For Community pevelopment

Block Grants, the term "suba.wardII
doeB not include the arra.ngement
whereby the prime reoipient transfers
funds to another entity ~d that entity
Is the projeot. A distinction is ma.debe-
tween such a tranal'er for the further-
anoe of the prime reoip1ent's goals and
the tranllt'er of funds to a subrecip1ent
who OAt'riesout aotivltles and Is ae-
oounta.ble to the prime recipient. For
example, in a. ODBGawa.rd where a
prime reolpient ha.aa.aits progr&nlroal
the rev1ta.l1za.tlonof a. downtown area.
the fUil.dstranafelTBd to a businees 1n
the downtown a.rea to remodel1ts store
would not be cone1dered a subawa.rd
subject to this part 84.

Subteotplent means the leral entity to
which a subaward 18made and whioh is
. a.ocountable to the recipient for the 11Se
of the funds provided. The term in-
cludes con'lmeroial orga.niza.tions and
international organizations operating
domestioally (suoo as agenoiesof the
United Nations);

SUpplw means all personal property
exoluding equipment, inta.ngible prop-
erty. and debt 1nst1'uments as defined
in WI Beotion, and inventions of a con-
traotor conoeived or first a.otually reo
duoed to pra.ot1oein the performa.noeof
work under a funding agreement
("subjeot inventions"), a.adefined in 3'1
OFR pa.rt 401. "Rig-hts to Inventione
Ma.de by Nonprofit Orga.niza.tionsand
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BD;la.ll :Bwdnesa Firma Under Govern-
ment Grants. Oontra.(lts, a.nd Ooopel-a.-
tive .AgreementB."
Suspenrfon means an aotion by HUD

that temporarlly wit1).draws HOD spon-
aorehip UIider a.n awa.rd, pending oor-
reotive action' byt1le reoipient or pend-
ing a deo1B1onto terminLte the a.wa.rd'
by HOD. BuBpens10n of a.n a.ward 18 a
sepa.ra.te a.otion from saapene10na under
HUD regUlations imPlementing E.O.
12649 a.nll E.O. 12889; "Debarment and
BU81)el18ion,II a.t 2 O1"R plll't M24.

Termination means the oanoella.tion
of BUD spons01'8hiP, in whole or in
pa.rt. under:a.n a.greement at any time
prior to the date of oompletion. '

Thfrd pa.rtv tn-ldnd contributions
means the vaJue o! non-oash oontribu-
tiona provided by non-Federa.1 third
pa.rt1es. Tll1rd pa.rt:y in-kind oontribu-
tions may be in the form of real prop-
ert:v. equipment. aupplies &nd other ex-
pendable property, and the value of
goods, &nil sarvioes direotly benefiting
and &peo11lcslly identifia.ble to the
pro~eot or prOgrLXl1.

Unliquidated obligations, for financial
reports prepa.red on a. oash baals, mea.ns
thea.mount of obliga.tions incurred by
the recipient that have not been paid.
For reports prepa.red on a.n aoorued ex-
p.enditlll'8 ba.eia, they represent the
amount of obl1ga.tioDs inourred by the
recipient for which a.n outla.y haS not
been reoorded.

Unobligated balance means the por-
tion of the funds a.uthoril8d by HOD
tha.t h&a not been obl1ga.tali by the re-
cipient a.nel.1s determined by deduoting
the oumula.tive obliga.tiona from the
oumulative ftmlls a.uthorll8d.

Unrec01l6Ted indireot ooBt means the
differenoe between the amount a.wa.rded
&Ddthe amount which oould ha.ve been
awa.rded under the reoipient's a.llproved
negotia.ted indireot oost rate.

Wor1cfng capital a.dllance mea.ns a. pro-
oedure whereby funds a.re adva.noed to
the reo1p1ent to oover its est1ma.ted
diBblll'sement needs for a given In1till.l
period.
[lI9FR 47011,aept. 18. 199t, u a.meDded at 12
rn73t92. Deo. 27, 000'1]

§84.8 Effect on other issuauce8.
11'01' a.wa.rds subjeot to thiB part, all

administrative reQuirementa of oodi-
fied prof1'8.Dl regulations, progra.m

§84.10

manua.1s. hlUldbooks and other non-
regulatory ma.terlalB whioh are inoon-
sistent with the requirements of this
part sba.ll be superaeded. exoept to the
extent t11ey a.re required by statute, or
authorized in aooorda.noe with the devi-
lotions proviSion in §84.4, '

t 8"4 DeviatiolUl.
The Olf!oe of Ma.na.gement and Budg-

et (OMB) may grant exoeptlODS for
ola.s8eB ot Jl'1'&nts 01' recipients subJeot
to the req1lirementB of th1s l'll1e when
exceptions are not Pl'oh1bi ted by sta.t--
ute. However, in the interest of ma.x-
imum unifonn1ty, exoeption&' frOm the'
requirements of We rule shall be per-
mitted only in UDUSUaJoirOumata.nOBB.
HOD ma.y apply more restrlotl.ve re-
quirements to a. olass of reoipients
when a.PPl'oved by OMB. m:.m may
apply less restriotive requirements
when a.w8.1'diIigsma.ll a.wa.rdB and when
approved by OMB. except for those re-
quirements whioh 8.1'e sta.tu.tory. Ex-
oeptions on a. oa.se-by-oa.se basis may
also be ma.de by HUD.

fi 8(.6 Subawarda.
UnlBllll seotions of this part speoifi-

oally exclude 8l1breo1pientB from eov-
erage. the provis1ons of this part shall
be applied to subreoiplents perforxn1ng
work under a.wa.rdBif auoh aubrec1pi-
ents are institutions of lllgher edu-
oa.tion. hospitalB. oommerciaJ. orga.n1ZlV
tiona a.nd interna.tionaJ orranilli1.tions
operAting domestloa.lly, or other non-
profit orlfl\D.lllationB. State, looal and
Federa.lly reoognized Indian triba.l gov-
'ernment aubrecipients are Bub~eot to
the provieions of regulations imple-
menting ,the lIl'ants management com-
mon rule, "Administrative Require-
menta for Gra.nta a.nd Ooopere.tive
Agreements to State. Looal a.n.d Fsd\ll'-
ally Reoognized Indian Tribal Govel'll-
menta." (34 OFR part 85).

Subpart B-Pre-Award
Requirements

§8(.10 Purpose.
Seotions 84.11 thl'ongh 84.1'7prescribe

forms a.nd instruotions and other Ill'e-
a.wa.rd ma.tters to be used :In a.ppJ.y1ng
fOl'HOD a.wards.

46'7
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§84.11

fi 84.11 PJ'{l'BwBm pollo1es~
(a.) a.e 0/ Grants and Coo1'8ratltJe

Agreements, a7ld Contract8. In each in-
stance, HUD shall deoide on the appro-
priate award instrument (i.e., &Tant,
oooperative aa'1'llement, or oontraot).
The Federa] Grant and Oooperative
Agreement Aot (31 U.S.O. 6301-00) gov-
ern8 the use or gra.nte, ooopera.tive
a.greementa and contraots. A grant or
oooperative agreement sba.ll be uaed
only when the prinoipal purpoae of a
tra.naa.otion Ie to a.ooompltab a publio
purpose of Bupport or Btimulation au-
thorized by FederaJ Btatute. The Bta.tU-
tory orlterion for cho08ing between
grants· and oooperative agreements ia
tha.t for the la.tter, "subBta.ntiaJ in-
volvement 18expected between the ex-
eoutive qency and the State, looal
govermnent. or other /:'iSolpientwhen
oarl'Y1nrout the aot1vity contemplated
in the as'reemBJit."Oontraots Bhall be
used when the prinolpa.l purpose iB ac-
quisition of property or aerv10u for the
direot· benefit or use of the FederaJ
Government.
(b) Public Notice anet PrWrtt1/ Setting.

BUD sball notifY the publio of its in-
tended lundinr prlor1tiea (or d1sore-
tionary grant programs, WUB flmding
priorities are established by FederaJ
statute.
§8.ua Forms tor app~g for Federal

•• s1&tanoe.
Ca)BUD shall oomply with the appl1-

oable report olea.rance requirements of
6 OFR part 182D, "Oontrolllng Paper-
work Burdens on the Publio, to with re-
ga.rd to all forma UBedby BUD in plaoe
of or as a Bupplement to the StaJldard
Form 424(811'-424)series.
(b) Applioant8 Bha.1luse the 811'-424ae-

ries or thoBe forma and instruotions
prescribed by HUD.
(0) For FederaJ progra.ms oovered by

E.O. 128'12, "Intergovernmental Review
of Federal Programs." the a.ppl1oant
sha.ll complete the appropria.te seotions
of the SF-424(Applioation for FederaJ
Assistanoe) indicating whether the ap-
plioation was subjeot to review by the
State Single Point of Contaot (SPOO).
The name and address of the SPOC lor
a pa.rtioula.rSta.te oan be obtained from
the Catalog of Fecteral Domestic ABBlst--
anee. The SPOOshall advise the appli-
oant whether the progra.m lor whioh

24 CFRSubtitle A (4--1-11 Edition)

a.pIilioation is made has been seleoted
by tha.t State for rBv1ew.
*84.18 Debarment anel suspensioDl

Dnlg·Free WorJlp1aoe.
(a) Reoipients and aubrecipients shall

oomply w1th the e'Overnmentwldenon-
proourement deba.rmentand suepension
requirements in 2 OFR put 2424.These
governmentwlde requirements re8trlot
8uba.wa.rdBand oonnots· with oertain
partiu tha.t a.re deba.rred,~usp8Dded,or
otherwise exoluded from or inelill'ible
for pa.rticipa.tion ill federa.!,aea1stlUloe
programa or a.otlvitlea.
(b) Recipients and aubreoipients shall

oomply with the requirements of the
Drug-Free Workplac8 Act of 1988 (42
U.8~O.701), as set forth ILt114OFR pa.rt
21.
['12 1I'R 'law.. Dec. 2'/, 100'7]

§114.14 Speoial award conditions.
If an appllollJlt or reo1p1ent:
Ca.)Has a. blstol'F of poor perform-

anoe;
(b) Is not fl.na.nolallystable:
(0) Bas a ma.nagement B:vstem tha.t

dou not meet the standa.rds presoribed
in this pa.rt;
(d) Baa not oonformed to the terms

and oonditions of a previous a.ward; or
(e) Is not otherwise 1'e8pona1ble.ROD

ma..vimpose a.dditionaJrequirements as
needed, provided th&tBUoba.ppHoantor
reolpient is notified in wr1tinr as to:
the nature of the additional require-
ments. the reason why the additional
requirements a.re being imposed. the
nature of the ooi'reetive aotion n!leded,
the time allowed ror oompleting the
oorreotlve aotiODJI,IIJldthe method for
requuting reoonsideration of the addi-
tional requ.1J.'ementaimposed. Any spe-
oial oonditione shaJl be promptly re-
moved onoe the oonditions that
prompted them ha.vebean cOrreoted.
§84.15 Metric system ofmeasurement.
The Metrio Oonversion Aot. as

amended by the Omnibus Trade and
Oompetitiveness Act (16U.S.C.2(6) de-
ola.ru tha.t the metrio system is the
preferred mea.surement system for U.S.
trade a.nd commerce. The Aot requires
each FederaJ 8.l'enoyto establish a.daote
or dates in con8ulta.tion with the Seo-
retary of Commerce, when the metrlo
system of measurement will be uaedIn
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the agenoy's proourements. grants, and
other business-related aotivities. Met-
rio implementation may take longer
where the uae of the system is :lnitia.Uy
1mpraott~ or likely to oause signifi-
cant ineffioienoies in the aooomplieh-
ment 01 federaJl;v-flmdedactivit1es.
HUD sha.llfollow the prov1s1ons01'B.O.
127'10,"Metrio USage h1 FederaJ. Gov-
ernment PrOSTll.DlB. II

t 84.16 Resource COlUIervationand Re·
oovaryAot.

Under ~e Resouroe oonservation and
Reoovery Aot (BORA) (pub. L. 94-580.
42 U.S.O. ll962), a.ny St&te agenoy or
agency oi a. polit1oal subdivision of a.
Sta.te Which is u~ appropria.ted Fed-
eral funds must oomply with Section
6002. Seotton lIOO2 requires tha.t ;pref-
erenoe be given .in proourement pro-
grams to.the purohaae ·ofapeo1fioprod-
nota oonta.ining reoyoled materials
identified in gnidel1nea developed by
the Environmental Proteotion Agenoy
(EPA) (44)0lI'R lla.rtS 24'1tbrough 264).
Aooordingly. State and looal lnatitu-
tiona oi' higher education. hospitals,
oommercial orga.n1za.tione and inter-
nationa.l 01'lfllJ11za,t1onswh~ opera.1i1ng
domestioaJly. and non-profit orga.n1sa.-
tiona tha.t reoeive direot Federa.1
a.wa.rdsor other Federa.l :fImdashall
give p!'8farenoe in their procurement
progr8.1Xl8f1mdedwith Federal flmda to
the purohaae of reoyoled produots pur-
sua.nt to the EPA 8'I11delines.

§84.1'1 CerUfioatioDB aDd J'epresenta.
. tions.
Unless pJ.'Ohibltedby statute or oodi-

fied regU1a.tion.lIUD ls authorised and
enoouraged to allow reoipients to sub-
mit Oert1filla.tionsa.nd representations
l'equired byata.tute, exeoutive order. or
regl1la.tionon an a.nn118.lba.ais,if ths re-
cillients have ongotng a.nd contmu:h1B'
rsla.tionsh1ps with the agenoy. Annual
oert1fioa.tionsand representa.tione eha.ll
be signed by responsible' ofi'loials with
the authority to ensure reoipients'
comp11anoewith the pert;1nentrequire·
ments.

§84.21

Subpart C-PO$t·Award
RequIrements

FINANOlAL ANn PROGRAM MANAGEMllIN'l'

§84.110 Purpose, of finanoial and pro·
gram maD!l,ement.

Seotions 114.21 throUi'h 84.28 preaorlbe
atanda.rds 1.or fina.Do1aJ JIUl.1l.8.8'ement
systema, methods for maJrlng lla.y-
ments and rules for: sa.tiafYing cost
sharing IIJ1dmatoh1ng' 'requirements,
a.ooounttngfor program inoome. budget
revision ,aJlPl"OVa.ls.ma.kinr audita, de-
term1n1ng a.llowabUitYof ooat. a.nd es-
tablishing!Untl ava1lab1l1ty.
§84.21 StendaJ"da foJ' tipe;ncdal xnan·

agement ayateJDs. .

(a.) HOD shall require rell1plents to
relate fmanoia.1 date. to performa.noe
data. and develop unit oost informa.t1on
whenever pra.otioa.1,
(b) Reo1llients' flnancial ma.nagement

systems shall provide for the follow1Dg;
(1) Aocurate. oUlTeDt and oomplete

dtsolosure of the :anancia.1 results of
each . federa.lly-apoDSored pro~eot or
Pl'Ogr&n:\inaccordanoe with the report-
ing requirements set forth :in §84.62.If
a.' reo1plent mainta.1ns its reoords on
other than a.nacCll'l1&lbaets, the recipi-
ent shaJl no.t be required to esta.bl1Bh
a.n aooruaJ aocounting system. These
. reo1llientsmay develop s\\ob a.oorua3
data. for their reports on the basis of an
a.palysts or the doinimente.tion on hand.
(2) Reoords that identify a.dequately

the SOUl"08and applioa.tion oi funds for
federa.11y-sponsoI'ed aotivit1ee. These
rec9rds shall conta.1n information per-
t8.ining to Federa.l awa.rl1B.anthor1fla,-
tions, obl1ga.tiODS.unobligated bal-
anoBS.assets, outlays. mcome a.nd In-
tel'est.
(8) :mt'feotivs oontrol over and ao-

oounta.bllity fOl'all1unds. property and
other aBBets. Recipients sha.l1 &.de-
quatsly safeguard &.11such &.Ssetsand
Msure they a.reU8ed solely for author~
ized purposes.
(4) Oompa.risonor outlays with budg-

et amounts 1.orea.oh a.wa.rd.Whenever
appropriate, flnanoial tnforma.tiol1
should be related to performa.noe and
unit cost da.ta.
. (6) Writtll11prooedures to mh:rlm1ze
the time ela.ps1ngbetween the tl'8.Dsfel'
of funda to the reoipient from the U.S.
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Treasury a.nd the iesuance or redemp-
tion of oheoks, warrants or pa.yments
by other mea.ns for program purposllIl
by the recipient. To the extent tha.t the
provisions of the OashManagement Im-
proYementAot (OMIA)(pub. L. lOl-4lS3)
govern. payment methods of State
e.genoies, instrwnenta.lities, a.ndfJsoal
aPDte aha.ll be oonslstent with OMlA
Treaeury-atate Agreements or the
OMIAdefault prooedurea oodified a.t 81
om part 206, "Withdra.waJ of Oash
from the Treasury tor Adva.noasunder
Federal Gra.nta.ndOther Prolfl'&Dls."
(6) Written procedures tor deter-

mining the reil.sonablenesB,al100abUity
and allowabUity ot oOBtsin aocorda.noe
with the provisions of the a.pplloable
Federal oost prlnolples and the terms
and oonditione o:rthe award.
(7) Aooounting reoords inolud1ne' cost

aooounting reoords that are supported
by source dooumenta.tion.
(0) Where the Federal Government

guara.ntees or insurea the repayment 01
money borrowed by the reo1pient, BUD,
at its disoretion, mat reqUire adequa.te
bonding a.nd inauran08 if the bonding
and insuranoe requirements of the re-
o1p1ent are not deemed a.dequa.te to
proteot the interest of the Federal GOY-
ernment. .
(d) BUD may reqtl11'eadequate fid.el-

ltybond coverage where the recipient
la.okBsuffioient oover8&'8to protect the
Federal Government's intereet.
(e) Where bonda are required in the

situations described above, the bonds
sha.ll be obtained from companies hold-
ing oertUloatea of autbority ~ acoapt-
able sureties, as prescribed in 81 OPR
pa.rt 223, "Surety Oompa.n1es Doing
Business With the United States."
184.22 Payment.
(a) Payment methods Bha.llminimlzs

the time elapsing between the tra.nsfer
of fUndsfrom the United Sta.tes Treas-
ury a.nd the issua.noeor redemption o:r
oheoks, wina.nts, or payment by other
mea.ns by the recipients. Payment
methods of State agencies or instru-
mentalities shall be oonsistent with
Treasury-8tate OMIA all1'eementa or
default procedures oodified a.t 81 OFR
part 205.
(b) ReCipients are to bs paid in ad·

va.noe,provided they maintain or dem-
onetra.te the willingnes8 to ma.1nta1n:

24 CFRSubtltl~ A (4-1-11 Edition)

(1)Written prooedures tha.t minimize
t.he time elapsing between the transfer
of fUnds a.nd c11sbursementby the re-
o1pientia.nd
(2) ll'ina.noial ni&na&'ementBystems

that meet the sta.nda.rdsfor fund con-
trol a.nd a.ooountabll1ty a.a established
in 184021.Oub adva.noeato a reoipient
orga.n1sa.tion sha.ll be limited to the
min1mum amounts needed and be
timed to be in aoooi'danoewith the ae-
tual, immed1&te oash requirements of
the reoipient organ1la.tion in oa.rr:v1ng
out the purpose of the a.pproved pro-
gram or project. The timing and
amoWlt of oa.ah a.dva.n.08Ssba.ll be as
01088 lUI is a.dm1nistra.tivelyfeasible to
the aotua.l disbursements by the reoipi-
ent organiza.tion for direot proll1'Amor
projeot oosta and the proportionate
share of any allowable indirect oosts.
(c) Whenever possible, adva.n.oeaBha.ll

be oonsolidated to oover antiolpated
cash needs for all awards made by HUD
to the reolp1ent.
(1) Advance PA3'Dlent meoha.nisme in-

clude, but a.re not Rm1ted to, Treasury
oheck a.ndelectroniO funds transfer.
(2) Advance payment meohamsms are

subject to 81 OFRo pa.rt 206.
(8) Reo1p1enta shall be a.uthorized to

submit requests for a.dvanoesand reim·
bursements at· least monthly when
eleotronio fL1ndtranlltere are not used.
(d) Requests· for Treasury check ad-

vance pa.yments 8ba.ll be submitted
through eleotronio means determined
by the authorising HODprOll1'am,or OD
forms &8 may be authorll8d by OMB.
This form 1s not to be used when Treas-
ury check adva.nce ps.yments are made
to the reoipient automatioa.lly through
the use of a. predetermined payment
schedule or if preolu.dedby speciaJ.BUD
instructions for electronio funds tra.ns-
fer.
(e) Re1mbursement is the preferred

method when the requirements in para-
graph (b) of this 8eotion oa.nnotbe met.
HODma.y also use this metbod on any
oonstruotion arreement, or if the
m"~or portion ot the oonstruotion
projeot i8 aooompl1Bhedthrough pri-
va.te market fina.noing or Federa.}
loans, a.nd the Federa.l assistance con-
stitutes a.minor portion of the projeot.
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(1) When the reinlbureement method
i8 ussd, mrn sbalJ ma.ke payment with-
in 80 days after receipt of the billing,
unless the b11l1ng-isimproper.
(2) Reoipients shall be authorlzed to

submit request for reimbursement a.t
least monthlY when eleotronio fWlde
tra.ns:fers a.re not used.
(f) It a. recipient cannot meet the cd-

teria. for advanoe payments and HOD
has determ1neCl thAt reimbursement 1s
not feasible beoa.use the recipient laoks
8ufitoient worldng oapital, RUD may
provide cash on a. working oapital ad-
vanoe ba.s1s. Under this procedure, HOD
Bhall adVB.noeoash to the recipient to
oover its estimated disbursement needs
for an 1n1tiaJ periOd generally gea.red
to the a.w&1'dee's disbursinr oyole.
Therea.fter. BUD 8haJl reimburse the
recipient for its aotUllJ oash disburse-
ments. The worJt1ng capital advanoe
method of payment ehaJl not be used
for recipients unwilJing or una.bJe to
prOvide timely iulvanoes to tbBir sub--
reoipient to meet the Bubreoipient's ao-
tual oash diBbursements.
. (g) To the extent a.vailable, recipi-
ents 8hall diBbUl'll81'Imds i.vaila.ble from
repayments to a.nd interest euned on a
rsvolving fund, prorram inoome, re-
bates, refUnds, oontract settlements,
audit reoover1es a.nd interest earned on
such fUnds before requesting additional
oa.ebpa3'1Jlents.
(h) Unless otherw1es required by Bt&t-

ute, HOD eha.lJ not withhold paymsnts
for proper charges ma.de by l'8cipients
a.t any time dnrlng the projeot period
unlllll8 pa.ragra.phs (h){1) or (h)(2) of this
seotton a.pply.
(1) A reoipient has fa.iled to oomply

with the projeot objectives, the t81'1nB
and oonditions of the award, or Federal
reporting reql1irelnenta.
(2) The 1'801pient or subreoipjent is

delinquent in a debt to the United
St&tes as detined in OMB Db'oular A-
129, "Managing :P'ederaJ. Credit Pro-
grams." Under such conditions, BUD
. may, upon reasoha.ble notioe, infonn
the recipient that payments sha.1l not
be made for ob11ga.tlons inourred a;f'ter
a. &peoifled da.te until the oonditions
are oorreoted 01' the indebtedness to
the Feder&.lGovemmant is l1quida.ted.
(l)Sta.nda.r4s governing the use of

.ba.nks a.nd other institutions as depos1~
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torles of funde adva.noed under awards
are as follows.

(1) Exoept for situa.tiOD/l deaorlbed in
paragra.ph (lX2). of this seotion, HOD
llhaJ] not requiresepara.te depository
aooounts for funds provided to a reoi}11-
ant 01' establ1eh an'y el1g1b1l1ty requlre-
mente for depositories for funds pro-
vided to a recipient. However, reoipi-
ents must be 'able to acoount :for the re-
oe1pt, obligation and eX}leD.diture of
f1mds. .

(2) AdVEmoesof Federal 1Unlls shall:·be
depOB1ted and main.ta.ined in insured
acoounts whenever possible.
(j) Oonsistent with the national goaJ

of expanding the opportunities for
women-owned and minority-owned
bliBtness enterprises, reoipients shall be
anooura.pd to use woman- owned and
minorl1;y-owned ba.nks (a bank whlob Is
owned a.t lllUt 60 peroent by women or
minorlt;r group members).
(k) Rea1p1enta shall ma1nta.in ad-

va.noes of Federal 1'Imda in interest
beiJrlDg accounts, unless pa.ra.grapha
(k)(l), (k)(2), '01' (k)(S) of this seotion
apply. .

(1) The reoipient reoe1ves less tha.n
$.120,000in Fadera1 awards per year.
(2) The best reaeona.bly a.va.11a.blein-

terest bea.r1ng 8.ODountwould not be ex-
peotsd to earn interest in exoess of $260
Pel' yeN' on FederaJ oaeh baJanoes.
(8) The depository wbuld require ·an

average or minimum ba.l&noe so bigh
tha.t it would not be fea.a1ble within the
expeotedFederal a.nd non-Federal oaeh
resources.
(1) For. those entities where OMIA

and its inlplementing re8uJations do
not apply, interest e8.1'.lledOn Federal
advanoes deposited in interest bearing
aooounts aha.1l be remitted a.nnua.lly to
Department of Health and Human
Servioes, Payment Mana.pment 8yS-
tam, P.O. Box 6021, Rookville, MD
20852. In keeping with Eleotronic Funds
Transfer rUles (81 OFR part a06), inter-
est should be rsmitted to the HaS Pa.y~
ment MlUla8'eD1ent System through an
elactronio medium such as' the
FEDWIRlII Deposit system. Recipients
which do not ha.ve this oapa.bil1ty
should use a oheok. Interest amounts
uP to $260per year may be retained by
the recipient :Cor adminiatra.tive ex-
peWle. State universities a.nd hospitals
shall oonlply with OMIA, as it p81'ta1ns .
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§84.23

to interest. If an entiity subjeot to
OMIA uses Its own funds to ps.y pre-
awardoosts for discretionary a.ws.rds
Without prior written approval from
the Federal awarding agenoy, it wa.ives
Its right to reoover the interest under
CMIA.
[69 )I'll. 47011, Sept. 18, 1894., as •.mended •.t 7.
FR 4l0B8, Jul, 16, 1010]

§8~l.28 Cost shar:\DI or matohID,.
(a) All oontributions, inoludiD&' ow

and third party tn-kittd, sha.l1 be ao·
oeptad &8 put of the reoiPient's oost
sha.ring or matching when suoh oen-
tributlons meet all of the following cri-
teria,
(1) Are vllrtfiable from the reo1p1ent's

reoords.
(2) Are not inoluded as oontributions

for a.ny other federaJlY-BBllisted project
or program.
(8) Are neoesaa.ry and reasona.ble for

proper a.nd eff101ent a.ooomplisbment of
projeot or program objectives.
(4) Are allowable under the applica.-

ble oost prinoiples.
(5) Are not pa.1d by the Federal Gov-

ernment under another award, exoept
where authortzad by FederAl statute to
be used for coat sharin&' or matoh1nr.
(6) Are provided for in the approved

budget when required by BUD.
('1) Oonform to other provieions of

this part, as applicable.
(b) Unreoovered indireot oosts ma.y be

included as pa.rt of oost Bha.r1nr or
ma.tohlng only with the prior approval
of ROD.
(0) Values for recipient oontributions

of servloes a.nd property shall be estab-
lished in aooordance with the applloa-
ble oost principles. If HOD authorizes
reoipients to dona.te buildings or land
for oonstruotionJfacillties acQ.uisition
projeots or long-term use, the value of
the donated property for eest sbar1ng
or ma.toh1ng shall be the leseer of pua.-
gTaphs (0)(1) or (0)(2) of this seotion.
(1) The oertified value of the rema.1n-

1ng life of the property reoorded in the
reoipient's acoounting reoords at the
time of donation.
(S) The current leUr market tlalU6. How-

ever, when there 1s auf'fle1ent juSt1flea·
tlon. HOD ma.y a.pprove the use of the
ol1l'rent fair market value of the do-
nated property, even 1f 1t exceeds the

24 CFR subtitle A (4- 1-1 1 Edition)

oertified v&lue a.1itbe t.tme of dona.t1on
to the project.
(d) Volunteer services furnished by

prof'ea81onal and teohn1oaJ perBonnel,
oone11lta.nts. and other skilled and un-
skilled la.bor ma.y be ooUnted as oost
sha.rl.ng or ma.tohinr if the servioe 1s an
lntegra.1 and neoessary pm of an a.p-
proved projeot or prOrraID. Ra.tes for
volunteer Bervioes shall be oonsistent
with those pa.id for similar work In the
reoipient's orgei.tion. In those in-
stanoes in W'h1ohthe l'8qu1rec1slt1118 are
not found in the reciPient organisation.
ratel Bha.U be oonsistent with those
Pa.1dfor s1m1la.r work in the la.bor ma.r-
ket in wbioh the l'eoi.pient oompetes for
the kind of servioes involved. In either
08.se, pa.1d ~lI'e beneflte tha.t a.re rBa-
sonable, allowa.ble, and allooable may
be inoluded in the va.lua.tion.
(e) When an employer other than the

reo1p1ent fum1shea the servioes of an
employee, these serv10es shall be val-
uad at the employee's regular rate of
pay (plus an amount of trtnre benefits
that are reasonable, allowa.ble, and al·
locable, but exolusive of overhead
ooats), provided theBe serv10es a.re in
the same sldll for wbioh the employee
is normally paid.
(f) Donated supplies ma.y include

suob items &8 Bxpendable equipment,
offioe supplies, la.boratory supplies or
workshop and olasaroom suppl1es.
Value aBII8Baedto 4o:oa.ted auppl1es In-
oluded. in the 008t sha.r1ng or matoh1ng
lha.re shall be reasona.ble and sha.ll not
exceed the fa.1r market value of the
property at the time of the do:oa.tion.
(g) The method used for determining

oost sharing or ma.tohtng for donated
equipment, buildings and land for
whiob title pa.sses to the recipient may
differ aooordini' to the purpose of the
a.ward, if paragra.phs (gXl) or (g)(2) of
thie seotion apply.
(1) If the purpose of the award is to

a.sa1at the recipient in the acquisition
of equipment, buildmgs or land, the
tota.l value of the donated property
may be ola.1med as oost sharing or
matching.
(2)"If the purpose of the a.ward 18 to

aupport activities that require the I1se
of equipment, bl1ildines or land, nor-
mally only depreoiation or use charges
for eql1ipment and buildings may be
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made. However, the full value of equip-
ment or other capital aseets &l1dfau'
rental cha.rres for land may be allowed,
provided tha.t HOD hu approved the
cha.rgee.
(h) The valne of dona.ted propel'ty

Bha.1l be determined in accord&uce with
the usual aooount1ng' po11cies of the re-
cipient, with the following qual1fioa-
tione ..

(1) The value of dona.ted land a.nd
.bulld1ng1 sha.ll not exceed its fair ma.r-
ket valUI at the time of dona.t1on to
the reciJ)ient as esta.bl1ehed by a.n inde-
pendent •.ppra.:laer (e.g., certified real
property APpraieer or General Servioes
Administra.tion .representative) and
certified by a responsible official of the
recipient.
(2) The value of dona.ted equipment

Bha.llnot IIXceedthe 1'a1r market value
of equipment of the same q'l\ a.nd oon-
dition at the time of donation.
(S) The value of donated spaoe shaJl

not exoeed the :fair rental value of oom-
parable apa.oe&8 esta.b1i8hed by a.nhlde-
pendent &llpraisal of oom.pa.ra.b1espa.oe
and fa.o1Utles hl a. privately-owned
building in the same 10caUty.
(4) The value of loaned equipment

shall not IlXDeedite :fa.1rrental value.
(6) The following requirements pe1'-

ta.1n ta the reQipient's supporting
reool'ds for ill-kind contributions from
third parties.

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

(11) The bae18 for determin1ns' the
valuation for personal service, mate-
rial, BQUipment, buildings and la.nd
shaJl bs dooumented.

§84024 Program income.
(a.) RUD shall apply the standards set

f01'th in thie section hl requiring recipi-
ent orga.n1.z&tionsto account for pro-
gre.m inoome rela.ted to projeots fi-
nanoed in whole or in pa.rt with Federal .
fUnds.
(b) Exoept 808 provided in pa.l'a.gJ.'a.ph

(h) of this section, program inoome
earned during the pro~ect period IlhaJ.l
be reta.ined by the recipient and, in ao-
oordanoe with HOO regulations or the
terms and oonditions of the awa.rd,
shall be used in one 01' more of the
ways listed in the following.

584,24

(1) Addeil to fnnda oonunitted to the
projeot by RUD and .recip1ent lUld used
to flU'ther eligible projeot or prDll'l'lUIl
objectives.
(II) Used to finance the non-Federal

sha.re of the projeot or program,
(8) Deduoted from the total projeot or

prOgram allowable cost 11) determining
the net allowable costs on whioh the
Federal lIha.re of ooste 18based,
(0) When !roD author1sea the disPosi-

tion of program income &8 dellOribed in
paragraphs (b)(1) or (b)(ll) of thiB SBO-
tion, program income·in eX0B8S of any
limite stipula.ted shall be used in ae-
oordanoe with paragraph (b)(B) of We
section.
(d) In the event tha"li HUD does not

speoify in its re8'U1at1ons or the terms
a.nd oonditio:ps of the awa.rd how pro-
Ifram inoome 18 to be l18ed, pa.ragrapb
(b)(5) of this section sha.1l apply ••uta-
matioally to all projects or programs
exoe:Pt 1'8sea.roh. For awards that sup-
Port research, paa'a.graph (b) (1) of this
section Bhall a.pply antomat1oa.lJ.y un-
1888 HOD 1l1dicates in the terms and
conditions another alterna.tive on· the
award Or the reolpient ia a1lbjBQtto ape-
oial ••ward conditiODB, l1li indicated :In
§84.14,
(e) Unless HOD regulations or the

terms and oonditioDB of the award pro-
vide otherwise, rea1p1ents BhaJl have no
obligation to the 'Federal Government
regarding program income earned alter
the end of the projeot period.
(I) If authoril8d by HOD regulations

or the terme and oonditions of the
award, coste inoident to the pnera.t1on
of program inoome may be deduoted
from ll'l'oss inooms to de~rn.1ne pro-
gram income, provided these costs have
not been cha.rged to the awa.rd.
(g) Pl'ooe9dBfrom the BaJeof property

shall be handled in acoordanoe with the
requirements of the Property Stand-
ards (Bee H84.80.tbrough 84.8'1).
(h) Unless !roD regulations 01' the

terms and oondition of the a.wal.'dpro~
vide otherwise, l'eoip1ents shaJ,l have no
obligation to the Federal Government
with respect to Ill'ogram inoome ea.rned
from !iomae fees and royaltieB fOl'
oopyrighted material, pa.tents, patent
applioations. trademarks, a.nd inven-
tions produoed uniler an award. How-
ever, Pa.tent a.n11Trademark Amend-
ments (56U.S.O. 18) apply to inventions

I
I
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made under an experimental, develop·
mental, or re8ea.rohaward.

*84.26 Revision of budget aud pro·
gram plaus.

(a) The budget plan is the :l'1na.noia.1
expression of the projeot or program 8.8
a.pprovedduring the award prooess. It
mll.Ylnolude either the FederaJ and
Don·Federal abare, or only the Federa.l
sha.re, depending upon HUn reql11re·
menta. It shall be rela.ted to perform.
anoe for program eva.luation purpoaes
whenever appropriate.
(b) Reoipients are required to report

devlationa ft'om budget and progra.m
pla.ns, and requeat prior approva.ls for
budget and program plan revisions, in
acoordanoe with tb.1B seotion.
(0) For nonoolllltruotion &wards, re-

oipients Bhail request prior approva.ls
from HOD for one or more of the fol-
lowing program or budget related rea.-
sons.
(1) Oha.ligein the soope or the objeo·

tive of the projeot or program (even if
there Is no asaooia.ted budget rev1sion
requ1r1ngprior written approval).
(2) Ohange in a key peraonBpeoWed

in the applloa.tion or a.ward dooument.
(8) The absenoe !or more than three

months, or a ·26peroent reduction in
time devoted to the projeot, by- the ap·
proved projeot direotor or prinoipal in·
vestirator.
(4) The need for a.dd1tiona.lFederal

fUnding.
(5)The transfer oC amounts budgeted

for indireot costs to absorb increases in
direot oosts, orvioe veraa., if aP1ll'ova.1
is required by ED.
(6) The inclusion, WeBB wa.1vedby

HOD, of oosts tha.t require prior a.p-
prova.l in a.ooorCl.anoewith OMB air-
oalar .A-2l, "oost Pr1no1p1e8for ;matl-
tl1tions of Higher Eduoation, " OMB
Circular A-122. "Oost Principles for
Non.Profit Orranizationa," or 45 om
part '14~pen41x E, "Prinoiples for De-
termining OostsApplioable to Reaea.roh
and Development under Grants and
Oontraots With Hospitals, It or dBOFlt
part 81, "OcntraDt Ocst :Principles and
Prooedures, It as applica.b1e.
('1)The tra.nsfer of funds a.llotted for

training allowances (direot payment to
trainees) to other oategories of ex-
pense.

24 CFRSubtitle A (4-1-11 Edition)

(8) Unlese desoribed in the applica-
tion and funded in ths approved
awards, the subawa.rd, transfer or con-
tracting out of any work under an
a.warc1.This prOvision doeanot apply to
the purohase Of 8upp11ea, material,
equipment or genera.l aupport servioes.
(d) No other prior approva.l require·

ments for speCific ltams may be Im-
posed unless & deviation baa baen ap·
proved byOMB.
(e) lllxoept for requirements liated in

paragraphs (0)(1) and (c)(4) of this BeO·

tlon, HUD Is authoraed, at its option,
to waive ooat-related and a.dm1nlstra·
tive prior wr1tten approvals required
by Ciroular A-110 and OMB Oiroulars
A-21 and A-US. Such wa.ive7.'8Jilay In-
olude author1zing reoip1ents to do any
one or more of the fOllowing.
(1) Inour pre-award oosts 90 oaJendar

days prior to aW8J.'dor more than 90
oaJendal' days wltb the In'lor a.pprova.l
of HOD. All pre-awa.rd oosts a.t'e in-
ourrad a.t the reolp1ent'Brisk (i.e.•HUD
is under no obligation to reimburse
suoh oosts 11'for any reason the recipi-
ent does not reoeive an award or if the
award is less than a.ntioipated and fn-
adequa.te to oover such oosts).
(2) Initiate II. one-time extension of

the expira.t1ondate of the a.ward of up
to 12months unlesBone or more of the
following oonditions apply. For one-
time extensions, the reoip1ent must no-
tify ROD in writing with the sup·
porting reasons and reviled expiration
date at least 10dll.ysbefore the expira.-
tion date speoified ln the s.ward. This
one-time extension may not be exer-
oised merely for the purpose of using
unobl1gs.tedbuanoea. .
(1)The terms and oonditions of s.ward

prohibit the extension.
(11)The extension requires additionB.1

Feders.l funds.
(111) The extens10n involves any

oha.nge in the approved objeotives or
lOOpsof the project.
(3) Oa.rry forward unobllgs.tad ba.l-

anoes to subsequent fWld1ngperiOds.
(4) For awards tha.t support reaearch.

unleaB BDD provides otherwise in
RUD's rearu1ations, the prior a.pprovaJ
requirements described in paragraph
(e) ofth1a seotion are a.utoma.tioa.lly
ws.ivedd.e., reoipients need not obta.in
Iluobprior approvs.ls) unless one of the
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oondltions inoluded in para.gra.ph(e)(2)
of this aeotion a.ppliea.
(f) HOD may, a.t its option, restriot

the trana1'er of fDndBamong direot oOJJt
olLtegories or programs, functipns and
a.otivitiea for a.wards in which the Fed-
&raJ shat'e of the projeot exoeeds
$100,000and the oumw,a.tiveamount of
8uch transfers exoeeds or Is expected to
exceed 10percent of the totaJ budget as
last approve'" by HOD. HOD shall not
permit a.trausrer tha.t would oa.ueeany
F.edera.l a.pproprla.tion or part thereof
to be wed for purposes other than
those cons1etent with the 0.r1fr1DaJin-
tent or the appropriation. _
(r) All other changes to nonoonstruo-

tion budgets, eX08ptfOl'the changes de-
scribed ill paragra,ph (j) of this section,
do not require prior a.pprova.l.
(h) lI'or oonstruction a.wards, reDipl·

ents ehaJl request prior written a.p-
provaJ promptly from RUn for budget
revie10DBwhenever pa.rarra.phB Ch)(1),
(h)(2)cr (h)(8)of thie seotion a.pply.
(1)The revision results frOmoha.nges

in the scope or the objeotive of the
projeot 01' prog1'll.m.
. (2) The need a.rises for a.ddltiona.l

. !l'edera.1funds to oomplete the projeot.
(8) A· revie10n is desired which In-

valves epeo1f!o oosts for which prior
written approval requirements may be
imposed oonsiatent with a.pplioable
OMB .oost pr1noipleslisted in §84.2'1.
(1) No other prior approval require·

mente for speoifio items ma.y be im-
posed unless a. devia.tion has been a.p-
proved by OMB.
(j) When BUD mues an a.wa.rdthat

provides support for both oonstruotion
a.nd nonoonstruotioD work, HOD ma.y
requ.1re the 1'801p1entto request prior
approval from BUD bafore ma.k1.nga.ny
fund or buds'et transfers betwt!en the
two types of work supported.
(k) For both oonstruotion a.nd non-

construction 8.wa.rds,HOD Bha.11require
reoipients to notify HOD in wl'lting
promptly whelleV81'the a.:m.OWltof Fed-
.era1 authorized fonds 1s expeoted to ex-
oeed the needs of the reo1plent for the
projeot period by more tha.n $6000or
five percent of the Federal a.wa.rd,
wbiab.ever is grea.ter. This notifioa.tion
shall not be required if a.n a.pplloa.tion
for add1tioJUllfUnlllilg1s submltted 1'01'
a oontinuation award.

§84.26

0) Wben requesting approva.l for
budget revitlions, reo1p1ents eha.ll use
the budi'et forme tha.t were used in the
application unless HOD indicates a let-
.ter of request suf;f'1ces. .

(m) Within 80oa1end&1'days from the
da.te of reoeipt Of the request for budg~
et reviSions, HOD sha.ll review the re-
quest a.ndnot1f;ythe recipient whether
the buda'et revisions have been a.p-
proved. If the l'flv1eion is Btill under

. ooJis1dera.t1onat the end of 80oalendar
days, Ht1D shall inform the reoipient in
writing of the da.te when the reoiplent
may expeot the deo1sion.
§84.28 Non·Federal audits.
(a.)Reo1p1entsa.nd subreaipients that

a.re institutions of hill'her eduoa.tion or
other non-pro:l1t organ1za.tion (ino111d·
in&' hospltaJs) sha.11be subjeot to the
a.udit requirements oontained in the
S1ngle Audit Aot .A:mendments of 1996
(81 U.S.O. 7601-'1607)a.nd revised OMB
01roula.r A-ISB, "Audits of States,
Local Governments, a.ndNon-Profit Or·
ga.nisations. II
(1) Non-profit organisations Bubjeot

to regula.tlons in the pa.rt 200and pa.rt
800 aeries of thiB title which reoeive
awards aubjeot to part 84 sha.ll oomply
with the audit relrairsments of revised
OMB 01roula.rA-1SS,"Audits of States,
Looa.lGovernments, a.ndNon·Pro:l1t 01'-
gan1za.t1ons." For BUD progra.m.ll, a
non-profit 01'l'a.niBation is the mort-
gagor or owner (as these terms a.re de-
fined in thB regulations in the pa.rt 200
a.ndpart 800series) a.ndnot a related or
a.ff1l1atedorgs.nillatlon or entity.
(2) [:&eservel\]
(b) State a.ndlocal governments shall

be subjeot to the audit requirements
contained in the Single Audit Aot
Amendments of 1996 (81 U.S.O. '1li01-
'1607)e.nd revised 0M13Oircula.l' A-1SS,
"Au.d1tsor States, Looal Governments,
a.ndNon-Profit Ol'ga.ti1zatione."
(0) For-profit hospitals not oovered

by the a.udit provie1ons of revised OMB
Oiroular A-iSS shall be sUb)eot to the
audit requirements of the Fedel'aJ
awarding agenOies.
(d) Oommeroial orge.nisa.tions sha.ll

be subjeot to the audit requirements of
HOD or the prime recipient as mccr-
pOl'a.tedinto the award dooument.
[69 lI'R ~"Oll, Sept. 18, 1094, as a.mended a.t 62
11'1'1.8161'1, Nov.lS, 199'1]
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§84.27

§84.27 Allowable costs.
For ea.oh kind of reoipient, there is A

set of Federa.l pr1nclples for deter-
mining allowable coste. AlloWAbUity or
costs aha.ll be determined in AOoord-
anoe with the coat prlno1ples applicable
to the entity inaurr1na' the oosts. Thus,
allowa.bility of ooste 1nourred by Sta.te,
local or federaJIy-l'eoogniJled India.n
tribal governments 18 determined in
accordanoe with the provisions of OMB
Clroular A-IYI. "Oost PrInciples £or
State and Looal Gove1'llments." The a1.'
lowa.bility ofoosts tnourred by non-
profit orga.nila.tlons 18 determined in
aooorda.nce with the provisions of OMB
C1roula.r A-122. "Ooet Prino1ples ror
Non-Profit Drga.n1za,tions. It The allow-
ability or costs inourred by institutions
of h1a'her education Is determined in
aooorda.noe with the provle1ons of OMB
Oiroular A-41, "Oost Prlnoiples for
EducationaJ. InstitutioDll. ',' The aJlow-
ability of oosts lno\UT8d by hospitalB 18
determined In a.ooordanoe with the pro-
v1sions of Appendix E of 46 on part 74,
"Prlno1ples for Determ1ning· COSts Ap-
p~oable to Basearoh And Development
lInder Grants and Oontra.ots with Hos-
pitals. II The allowability of ooats in-
ourred by commerciaJ organizations
and those non·profit organizations Hat-
ed in Atta.ohment 0 to Ciroular A-J22 ia
determined in aooorda.noe with the pro-
visions of the 1l'edera.l Acquisition Reg-
ulation (FAR) at 48 OFR part 81.

§84.28 Period of .vanabiUty of funds.
Where a fundlng period is speoUted, 'a

reoipient ma.y (lharge to the grant OW7
&1lowa.ble costs resulting from obliga.-
tions inourred durtnr the fand1ng pe-
riod a.nd a.ny pre-a.ward oosts a.uthor-
izedbyHUD.

PBOPJDR.TY STANDARDS

§84.8{) Purpose 01property .tanderds.
Seotions 84.81 through 84.87 set torth

unUorm standards govern1n8' manag'e-
ment and disposition of property fur-
nished by the Federa.l Government
whose cost was oha.l'ged to a project
supported by a. F¢eral a.wa..rd. !IUD
shall require reo1pients to obBel'Ve
these sta.nd,a.rda under awa.rds and shall
not impaBe additionaJ requirements,
unless specifically required by FedaraJ
statute. The reoipient ma.y use its o~

24 CFRSubtJlle A (4-1-11 Edition)

property ma.na.gement atan4a.rds a.nd
procedures provided it observes the
provisions of §§~4.81through 84.87.

184.81 IJlBIIl'anoe~overale.
Reolpients shall, a.t a min1mum. pro-

vide the equivalent insurance ooverags
tor real property And equipment ao-
quired with Federal funds a.s provided
to property owned by the reoipient.
FederaJly-owned property need not be
Insl11'ed unless required by the terms
and oond1tlons of the lloward.

§B4.82 Real property.
HUD prescribes the tollowing require-

ments for reo1pients oonoerning the use
a.nd disposition of rea.l property 800-
Quired in whole or in part under
awa.rds:
.(a.)Title to real property aha11 vest in

the reoiplent sub3eOt to the contUtlon
tha.t the recipient shaJI .use the real
property tor the authorised PIU'POSe of
the project a.s long &II it is neaded and
sball not tUj.eumbar the property with-
out approval of ltUD.
(b) The reoipient shall obtain written

a.pproval by BUD for the use of l'e&1
property in other tederally-sponsored
projeots when the reo1pient determmes
tha.t the property Is no longer needed
for the pl11'pose of the original projeot.
Use in ether projeots shall be limited
to those under federaJly-sponaorad
projects (I.e ••••wards) or programs tha.t
ha.ve purposes OODaistent with those
authorized for lIupport by BUD.

(0) When the reaJ property Is no
longer needed a.s prov14adin pa.ra.
gra.phs (a.) and (b) ot th1a lIeotlon. the
recipient shall request dispoaition in-
structions from HUD or its sueoeesor
Federal B.wa.rdtng a.genoy. HUD shall
obServe one or more of the following

. disposition instructions.
(1) The reoipient ma.y be permitted. to

reta.ln title without fUrther obligation
to the Federal Government after it
oompenaa.tes the Federal Government
for that percentage of the ourrent fa.ir
market value of the property ll.ttrlb-
uta.ble to the Federal partioipation in
the projeot.
(2) The reoipient ma.y be direoted to

sell the property under ruldel1neB pro-
vided by HOD and pa.y the FederaJ Gov-
ernment for tba.t peroenta.ge of the our-
rent f8.1r ma.rket value of the property
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a.ttrtbut$.ble to the Federal participa-
tion in the projeot (a.tlietdeduoting ao-
tual &ndre&8onable selling a.nd fix-up
expensee, If &ny, from the eaJas pro-
oeede). When the recipient Is author-
ized or required to eell the property,
proper ealee prooedures Bhall be estab-
liShed tha.t provide for competition to
the extent praotioa.ble &ndresult in the
higheet possible return.
(8) The recipient ma.:vbe direoted to

tra.ns!er "title to the property to the
FederaJ Government or to an el1g'1b1e
third party provided that. in euch
oases, the :reoipient "abaD be entitled to
oOJD.P8D8a.tionfor ita attr1bUta.blllper-
oentaga . of the current fair ma.1'ket
value of the property.
fi 84.8l1 Federally.oWDed and es:empt

property.
(a.)FetJer4llJl-tiwned prtJPBli'Jl. (1) Title

to federa.]Jy-OWDedproperty remains
veeted in the Federal Govermnent. Re-
o1plents ab.aJl submit annuaJly a.n in-
ventory I1Bt1ugo1'" federally-owued
property :in their o~dY to HOD.
Upon oompletion of the a.wardor when
the property 1e no longer needed, the
recipient ehall l'eport the property to "
"BUDfor farther HODut111za.tion.

(2) If HODh&8no fUrther need for the
property, it shaJl be d801&1'8d6%08SS
loud reported to the GeneraJ. Serv10BB
A4min1stratiOD,unless BUD has statu-
tory authority to d:1aposeof th\l prop-
erty by a.1ter.ua.tivemethods (e;g.• the
a.utbority provided by the" Federal
Technology Tra.ne:fer.Act (16 U.S.C. 8'710
0») to donate reeea.roh equipment to
educat1ona.l a.nd non-profit organiza.-
tions in aooornanoe with B.O; 12821,
"Improving Mathema.tios and Soienoe
Eduoa.tion in Support of the Na.tional
Eduoation Goals. It) Approprla.te in-
structions shall be ieeued to the reoipi-
entb3tBUD.
(b~ E:tem11t "l·opsm. When sta.tutory

authority exists, HOD has the option
to veBt title to property acquired with
Federa.l funds in the reoipient without
further obligation to the Federal Gov-
ernment and under oond1tions ltUD
oonBiderea.ppropria.ts. BuobPl'operty is
"exempt property." Should HOD not
estll.bl18hoonditions, title to exempt
prop8l'ty upon acqu1llition eha.llveet in
the recipient without further oblige.-
tion to the Federal Government.
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U4.S4 Equipment
(a.)Title to equipment a.oquired b~ra

recipient with Federal funds shall vest
in the reoipient. subject to conditions
of th1a eection.
(b) The reoiplent sha.ll not use equip-

ment aoquired with Federal funds to
provide eervi08s to non-Federal outside
organizations fOl' a fee that ls leBSthAn
priva.te oompa.ni8/$oharge for equiva.-
lent aervioee, 1U1letiBapeoifioa11y a.u-
thorised by Federal"statute. for &8long
&8the Federal Government retuns an
interest in the equipment.
(c) The l'8ci]l1entBha.ll uae the equip-

ment in the project or prog-r1Wlfor
wb1ch it W&8a.oquired&8long as need-
ed, whether or not the projeot or pro-
gram oontinues to be supported.by Fed-
eraJ funds e.nd shaJl not enownber the
equipment without approval of HUD.
When the eqUipment is no longer neea-
ed for the or1g1na.lpro;leot or program,
the recipient ehall use the equipment
in oonneotion with ita other federaJ1y-
eponBOl'8da.ctivities, in the following
Order01'priority: .
(1) Aotivities. sponsored by" HUD

which funded the original project; then
(2)Activities sponsored by other Fed-

eral awarding' a.gencies.
(d) DurJni" the time that equipment

18 ueed on the project or program for
wb1ch it was aoquired, the, reo1plent
shall ms.ke it a.v&1lable1'oruse on other
projeots or programs if such other uee
Willnot mterfere with the work 0Jl the
pro3eot or prOgrilmfor wb10h the equip-
ment was originally aoquired.. FirBt
preferenoe for suoh other use BhaJ] be
given to other Pl.'ojeota or Pl'Ograms
sponsored by HOD that flnanoed the
equipment; seoond preference shall be
given to projeots or progra.rne spon-
sored by other FederaJ ••warding agen-
oles. 11'the equipment 18 owned by the
Federal Government, uee OIl other ao-
tivltiss not sponeored by the Federa.l
Government shall be permissible 1£BoU-
thorlzed by KUD.User ohargee shall be
treated &8progl'am inoome.
(e) When aoquiring replaoement

equipment. the reoipient mA:\' use the
equipment to be rep1a.cedas trade-in or
sell the equipment and use the pro-
oeeds to of:fsetthe oosts of the replaoe-
ment equipment Bub,eot to the ap-
proval of HUD.
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§84.34

en The reolplent'a property manage-
ment standards for equipment acquired
with Federal funds ILIldfederally-owned
equipment Ilhall inolude all of the fol-
lowinr.
(1) JIlqu1pmeJlt.recorda shaJJ be ma.in-

ta.ined a.oouratelyILIldshaJJ inolude the
followinr tnforma.tlon.
rnA desorlptlon of the equ1pment.
CU) Ma.nufa.oturor's aerial number.

model number. Federal stook number.
natlona.l stoak number, or other identi-
floatlon number.
(111)Source of the equipment, inolud-

tni the awa.rdnumber.
(iv) Whether title vesta in the reDipl·

ant or the FederaJ Government.
(v) AoqulB1t1onda.~ (or da.te re-

oeived. if the equ1pmentwas fnrn1Bbed
by the Federal Govermnent) and oost.
(vi) Information from which one oa.n

oa.loUlate the peroenta.ge of Federal
pa.rt1oipation in the oost of the equip-
ment (not aPPlicable to equipment fnr·
Dishedby the FederaJGovernment).
(vii) Location IloDd oondition of the

equipment and the date tbe Informa.-
tion was rep01'ted.
(viU)Unit aoqu1s1tloncost.
(ix) Ultimate dlIIpoB1tiondata. in·

oluding da.te of disposal a.nd sa.lee prioe
or the method used to determine our-
rent 1'a.1rmarket vaJue wbere a recipi·
ent oompensa.tesHUDfor ita share.
(2) EquiPment owned by the Federal

Government ahall be identified to indi·
oa.teFeder&1ownerehiP.
(3)A phyBioa.linventory of equipment

sha.ll be taken and the results. reo-
onoiled with the equ1pment records at
least once every two yelL1'8.Any dif-
ferences between qua.ntitles deter-
mined by the phyB1oa.1ipspeotion and
those shown in the a.ocounttng reoords
shall be investigatsd to determine the
oa.uses of the differenoe. The recipient
Ilhall. in oonneotion with the inven·
tory, verify the existence, ourrent uti·
liBatiOJi.,and continued need for the
equipment.
(4)A control system shall be in effect

to insure adeqUAtesa.fegua.rds to pre-
vent loss, da.ma.&'e,or theft of the
equipment. A:D.yloss, damage, or theft
of equipment ahall be investigated ILIld
fully dooumented; if the equipment WlloB
owned by the Federal Government, the
recipient sha.llpromptly notify HUn.

24 CFRSubtitle A (4-1-11 Edflon)

(6) AdsQuate maintenance prooedures
shall be implemented to keep the
equ1pment in good oondition.
(6) Where the reoipient is authorized

or required to sell the equipment, prop-
er Balesprooedures shall be esta.bllshed
which provide for competition to the
extent praotioable and result In the
highest poasible return.
(e) When the reoipient no longer

needs the equipment. the equipment
ma.ybe I18s4 tor other a.otlv1tieaIn ac-
oordanos with the following standards.
For equipment with a.ourrent per unit
fair ma.rket value or $6000 or more. the
reoiPient may retain the equipment for
other uses provided tha.t compensa.tlon
18made to HOD or its suooeasor. The
amount of oompensation sha.ll be com-
puted by appJyjng the peroentage of
FederaJ participation in the oost of the
orirtnaJ project or program to the our-
rent 1'a.1rmarket value of the equip-
ment. If the recipient has no need for
the equipment, the recipient sha.ll re-
quest d1spo~tion tn8truot1ona from
HOD. HUn shaJl d~ne whe.ther the
equipment can be ueecl to meet BUD's
requirements. If no requirement exists
within KUD, the aV&1labWtyof the
equipment BhaJ.I be reported to the
General Servioes AdnUniBtration by
HOD to determine whether a require.
ment for the equipment ex1atain other
Federal agenoles. HOD aha.1llBBusIn·
struotions .to the reoiplen1i no later
than 120 oalendar days after the recipi-
ent's request a.nd the iollowinr prooe-
dures sha.ll govern.
(1) If so instru.pted or if d1spoB1tion

instruotions are not iseued within 120
oaiendar da.:vsa.fbtir the reo1p1ent's reo
quest, the reolpient sba.l1 sell the
equipment a.nd reimburse HOD an
amount oomputed by a.pplytng to the
aales prooeeds the percentage of Fed-
eraJ participation 1Dthe oost of the
original projeot or program. However.
the reoiplent sbaJl be permitted to de-
duot and retain from the FederaJ 8ha.re
$600 or ten percent of the prooeeds,
whichever is less. for the reoipient'e
se111ngand handling expenses.
(2) If the reoiPient Is instructed to

ship the equipment elsewhere. the re-
oipient aha.l1be reimb1U'86dby the Fe4-
eraJ Government bylloD a.mount which
is computed by applying the percent-
age of the recipient's pa.rtfoipa.tlon in
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the oost or the originaJ projeot or pro-
gra.m to the ourrellt !air market value
of the equipment, pl\18 any reasona.ble
shipping or :I11terim storage oosts in-
O1ll'red.
(8) If the reoipient is ins1a'uoted to

otherwise dispose of the equipment, the
reoipient ahaJl be reimbllrBed by' HOD
for such costa inCurred in its disposl-
Uoo. .
(4) HOD may reserve the rJ.i"ht to

transfer the title to the Federal Gov~
ernment or to a.third party n&med by
the :Federal Government WhllIl suoo
third pa.rty Is otherwise el1gible under
existing statutes. Suoh transfllr· ehaJl
be subject to the following studarde.
(1) The equipment abaJl be appro-

priately identified in the awa.rd or oth-
erwise made known to ille reolpient in
writing.
(11) BUD abaJl issue d1spoBiUon in-

struotions within l2n oa.1endar da.ys
der reOllipt of a finaJ inventory, The
final inventory shaJl l1st a.1l equipment
acquired with gra,nt funds ud feder-
a.1ly-owaed equipment. If HOD fa.1ls to
1Beue .dispoe1tion inetructions within
the 120 calendar day period, the reoipi-
ent shaJl apply the standards of tb1s
seotion, as appropriate.
(ill) 'When HOD exeroi~s its l1ght to

~ take title, the equipment sha.1l be sub-
jeot to the J)l"ovisions for federalJy-
owned equipment.

§84.86 BuppUes and other expondable
property,

Ca) Title to supplies and other ex-
pendable ·property ahaJl vest in the re-
Qipient upon acqtrls1tion. I! there Is a
residual inventory of unused supplies
exoeeding $5000 in tota.l ag,rega.te
value upon termina.tion or oompletion
of the projeot or program and the sup-
plies are not needed for any other fed-
erally-sponsored project or program,
the reoipient shall reta.in the 811ilplies
for use on non-Federal sponsored 800-
tivities or 'sell them, but shall, in ei-
ther oase, oompensa.te the lI'ederaJ Gov-
ernment. iOl' its share. The amount of
oompensation ahall lie oomputed in the
same ma.nner as for equipment.
(b) The l'llcipient shaJl not \18e sup-

plies aOQuil'lld with Federal funds to
provide aerviCles to non-Federal outside
01'ga.n1za.t10nsior a fee tha.t is less thu
private oompanies charge for equiva-

§84.36

lent sB1'ViOllB,unless speo1f1oall~r a.u-
tborized by Federal sta.tuts, as long as
the Federa.] Government reta.1ns an In-
terest :In the supplies.

ti 84.86 Intangible property,
(a) The recipient ma.y oopyright any

work that is subjeot to oopyright and
wa.e developed, or for whiOO ownership
Wall purchll.8ed, under a.u award. HOD
reserves a royalty-free, nooexoluBiv6
and irrevooa.ble right to reproduce,
publish, or otherwise U8e the work for
Federi.l purpOSBB,and to authorize oth-
ers to do so.
(b) Recipients are subject to a.pplioa.-

ble regulations govern1I18' pa.tents a.ud
inventions, InoludtDt government-wide
reeuIations lB8ued by the Department
6t' Oommeroe at 8'1 OFR part 401,
"Rights to Inventions Made by Non-
profit Ol'8'aniSations ud Small Busi-
nesJI Firms Under Government Grants,
Oootra.ots &1ld Oooperative' Agree-
ments."
(0) HOD has ~e right to:
(1) Obt&1n, l,'eproduoe, publish or oth-

erwin use the da.ta. first produced
under an award; fIJ1d
(2) Authorize others to reoeive. repro-

duce, publish. or otherwise use suOO
data. for HOD purposes.
(d)(l) In addition, :In response to a.

:Freedom of InformaUon .A,o~(FOIA) re-
quest for research data. relating to pub-
lished research fJnd1ngB produced under
u award that were used by mm in de-
veloping an alfBDDY&otion tha.t has the
fill'oe and effeot of la.w, lIUD s11&llre-
quest, and the reo1plent shall provide,
within a reaeon&ble time, the researOO
da.ta. so tha.t they can be made avail-
able to the .publio through the proae-
dm'es esta.bllshed undel' the FDIA, If
HOD obta.1ns the resea.rOO data. 801ely
in response to a FDIA request, HOD
may obarge the reQu8Bter a. rea.eona.ble
fe6 equaJing the full 1norementaJ oost
of obta.1ning the researoh da.ta., This fee
shOuld refleot oosts 1nol11'red by mID,
the reoipient, a.nil appliaa.ble aubrea1p1-
ents. This fee 1s in addition to any fees
HUn ma.y aseaM under the FDIA (5
U.S.O. 1i1i2(a)(4)(A».
(2) The following definitions apply

for purposes of.th1e pa.ragraph (d):
(1) Reseal'oh data is defined a.il the re-

oOl'ded fa.otual ma.ter1al commonly ac-
cepted in the scientifio oommunity as
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neoessary to vallda.te rtsearoh findings,
bllt not a.ny of the following: prelimI-
nary ana.lyees, dra.ftB of 80ientifio pa-
pal'll, pJaDIl for future reeea.roh, peer re-
views. Dr oommunloa.tlons with 001-
leaqlles. ThiS "reoorded" ma.teria.l ex-
oludes physical objeots (e.g., la.bora.tory
sa.mples). RBBearoh data aJ80 do not in-
olude:
(A) Tra.de sB01'ets, oommero1aJ intor-

ma.tlon, ma.teriaJs neouaa.ry to be held
oonfldentlaJ b7 a researoher untl1 they
are published, or similar Information
whloh 18 protected under lawi and
(B) Personnel and medical Informa-

tion and similar Information the dis-
olosure of whioh would oonstitute a.
olearly unwarranted invll.ll1on of per-
sona.l privacy, suoh &II information that
oou14 be used to identity a partioular
person in a research study.

(11) PubZtBhed is defined as either
when:
(A) Ressuoh fin~ are published

in a peer-l"Elviewed soientifio or teoh-
nical journal: or
(B) HOD publ101y and offl.o1il.lly oites

the researoh findings In support of an
agenoy action that has the foroe and
effeot of law.
(111) Used by HUD In developing all

C1.(11l11011 action that h.o.sthe force and ef.
fect of law Is defined &II when HOD pub-
lioly and offioially cites the research
findings in support of an agenoy aotion
that has the force and eft'eot of law.
(e) Title to Inta.nJible property and

debt instruments acquired under an
award or 8UbaWa.rd vests upon acquisi-
tion in the l"Eloipient. The reolplent
Bhall use that property for the orlg1-
naJly-authorized purpose, and ths re-
oipient BhaJl not encumber the prop-
erty without approval of HUD. When no
longer needed for the originally au-
thorized PUl'pOBll, dispOSition of the in-
ta.ng1ble property BhaJl ooour in accord-
anoe with the provisione of §84.84(g).
[&9lI'R e7011. Sept. 18.1894. as &mended a.t 86
lI'R 80499. May 11, 2000]

184.87 Property trust relationabip.
Real property, equipment, intangible

property and debt instruments that are
acQUired or improved with FederaJ
fUnds BbaJl be held in trust by the reo
oipient as trustee for the benefioiaries
of the projeot or program under whloh
the property was aoqulred or Improved.

24 CFRSubtitle A (4-1-11 Edition)

HOD ma.y require reoipients to reoord.
liens or other appropriate notices of
reoord to indicate tha.t personal or real
property has been acquired or improved
with Federal f'I1nds and that. use and
disposition conditione apply to the
property.

PROOURDMJDN'l'STANDARDS

184.40 PurpOlJe of proourement ltand·
ards. .

Sections 84.41 through BUB set forth
standards for U88 by reoipients in. 8S-
tabllshlng procedures for the prooure-
ment of supplies and other expendable
property, equipment, reaJ property a.nd
other eervt08B with Federal funds.
These standards are furniahed to en-
sure that suob mater1aJs and serVioes
/1.1'& obtained in an effeotive manner
and in oomplianoe with the provisions
of appl10able Federal 8tatutes and ex-
BOutive orders. No additional prooure-
ment stlu1da.rds or requirements shall
be impoeed by HOD tI,POn l"Elolp1ents,
unleBB apeoifloally required by Federal
sta.tute or exeoutive order or approved
byOMB.

§84,41 Reoipient relpODSibmtie.s.
The standards conta.lne4 in this seo-

tion do not relieve the recipient of the
oontractual r8sponeib111t1es arising
under Its oontract(s). The reoipient is
the responsible authority, without re-
oOlU'8e to BUD, regarding the settle-
ment and aa.tiafaotion of all oontrac-
tna.l &nd admtnistra.tlve issues ariSing
out of proourements entered into in
suppOl't of an award or other &ll'l"Ele-
ment. This includes disputes, olaims,
protests of award, source eva.lna.tion or
other ma.tters of a oontractual nature.
Ma.ttera oonoerning violation of statute
are to be referred to suoh Federal,
State or 100a1 authOrity as ma.y have
proper ,ur1s41ot1on.

§84.4a Codes of oonduct.
The reo1p1ent shall maintain written

standards of oonduct governing the
performance of its employees BnB'aged
in the aWlU'd and admtmBtration of
oontracts, No employee, offioer, or
agent shall plIl'tiolpatB In the seleotion.
awa.rd, or adm1nistra.tion of a. oontract
supported by Federal funds if a. rea] or
a.pparent oon1lict of interest would be
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involved. Suoh a oonfliot would arlss
whsn the employse, offioer, or agent,
any member at h1s or her immedia.te
family, hill or her pa.rtmer, or an orS'&.-
n:mation which employs or 18 about to
employ any of the pa.rt1ss indicated
herein, has a 1'1na.noialor other interest
In the firm 8eleoted for an award. The
omoers, employess, and agents of the
reoip1ent IlhaJ.I neither solicit nor ao-
cept &'1'&tutties, favora, or a.nytb1ng of
monetary value from oontractors, or
parties to 8ubafl'8ements. However, re-
oipients may set standards for situ&-
tiOJ18in which the ~o1aJ. tntel'est is
not Bubstantial or the gift 1s an unso-
licited item of nominal value. The
standa.rds of oonduot shall provide for.
dieoip11na.ry aatioDB to be applied for
viola.tiODB of such sta.nda.l.'ds by ot5-
cera, employees, or agents of the re-
oipient.

§84.48 OomPBtitJ.on.
All proourement tra.nsa.otiODS shall

be oonduoted in a maDller to provide,
to the muimumextent practical, open
and ft'ee oompetition. The recipient
shaJl be alert to orga.n1za.t1onaJ oon-
flicts of interest loS well as nonoompeti-
tive pr~tiOBS aJDllDS'oontraotors that
may. relItriot or eliminate competition
Or otbarwiae restrain trade. In order to
BDBure objeot1ve oontra.otor perform-
IloIlOB and eliminate unfa.1r oOIJlPstitive
advantage, oontr&otora that develop or
draft speo1fications, requirements,
statements of work, invita.tioDS for
bids and/or requests for proposals shall
be sxoludsd from oompet1n8' for BUQb
prcourements. Awards sha.ll be mads to
the bidder or offerol' whoae bid or offer
Is responsive to ths Bolicita.tion. and is
moat advantageous to the reoipient,
prioe, qua.Uty and othlll' faotors oonsid-
ered. The other faotors sha.ll include
the bidder's or oUeror's oomplianoe
with Seotion S of the Bousint &lld
Urban Development Aot of 1988 (12
U.S.O. 1'701u), herea.1ter reflm'ed to as
"Seotion 8.II Seotion 8 provides that, to
the greatest extent feasible, &lld con-
sistent with existing Federal. State.
and 100aJ laws, and regula.tions. eco-
nomic opportunities S'enerate4 by oer-
tain HUn :l':lna.noiaJassistanoe sha.ll be
direoted to low- and very 101l'-ino01ne
persons. Solioitations Bba.ll cleal'l~T set
forth all requirements' that the bidder
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01' offeror shaJl fulfill in order for the
bid or oUer to be evalua.ted by the re-
olplent. AIlY and all bids or oUers may
be rejeoted when it ie in 1;bereoipient's
interest to do so.

§84M Pl'OOlU'tIIIlent procedures.
(a.)All reolpients shaJI establish writ-

ten proourement pl'oce4ures. These
procedures ih&ll proVide for, at a. min-
imUm, that paratra.pbs (a)(l), (0.)(2) and
(a.)(8)of tb1s seotton a.ppJy.' .

(1) Reoiplents a.void p~g un-
lle088sary lten:us.
(2) Where appropri/iote, an e.na.lys1s 1s

ma.de of lease and ~e a.ltlll'-
nativss to determine which would be
the moat economical and practioal pro-
o\U'8ment for the Federal Gover.n1'nent.
(8) Sollcita.tioDS for 1'0048 and serv-

ioes provide for all of the following.
(i) A olear and aoourate descn11lt1on

of the teobn1oa.l requirements for the
ma.teriaJ, produot orsBrvioe to be pro-
cured. In oompetitiv~ proClUfemente,
suoh a. description Shall not oontain
features whiah unduly restrlot oom-
petition. .

(11) Requiremente w:!Uch the bidd81'f
of,feror must fulfill and aJl other fac-
tora to be used in evaluatinS' bids or
proposa.lB.
. (ill) A description, whenever praa-
ttoable, of teolmioa.l requirements in
terms of fimotions to ba performed or
performanoa required, inolw1inS' the
range of aooepta.ble oha.ra.oter1stios or
minimum aooept&ble standards.

(1v) The speoiflo fss.tures of "brand
nama or eQuaJ" dasor1ptiODll tha.t bid-
ders are required to meet when auah
1tems are inoluded in the Bol1oita.tioD.
(v) The a.ooeptanoe, to the extent

p:r:a.otloable and eoonomioaJly feasible,
of produots and servioes dimensionad in
. the metrio systllln of m8a8\U'8ment.

(vi) Preference, to the extant prac-
tioable and eoonomioaJly feasible, f01'
produots and servioes tha.t oonserve
natural resoureee and proteot the envi-
ronment and are 811ern efficient.
(b) Positive efi01'ts shall be made by

l'ecipients to utilize Bmall businfl88e8,
lllinority-owned firms, and women's
busineB8 enterPl'iSeB, whepeve.r poe-
eible. Reoipients of FederaJ awards
sha.ll take aJl of the following steps to
further this goal.
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(1) JiInlIure that small businesses. mi·
nority-oWDlld firms, and women's busi·
ness enterprises a.re used to the fullest
extent pra.otioa.ble.

(2) Make Information on fortbcom1ni
opportunities a.vaUa.ble and arrange
time frames for pu,robaees and con-
traote to enoourage and 1'a.oUitate par-
tioipation by small businesses, m:lnor-
Ity-own&d firms. and women's business
enterpr1ses. .

(3) Consider in the oontract pro088a
whether firms oompetinr for larger
oontraots 1ntend to luboontra.ot with
small buslne88es, minority-owned
firmB, and women's businesB enter-
prises.
(4) Encourags oontractinr with oon-

sortiums or small bus1n881l8S,minority-
owned firms a.nd woxnen's busine88 en-
terprises whlln a oontra.ot is too la.rre
tor one or theSIl flrms to ha.ndle indlv1d-
nally. .
(6) Use the services anli aesistanoe, as

a.ppropriate, of suoh O1'll'amzations as
the Small Business .AdJil.iniBtratlon and
the Department of OOmDlllroe's;Mtnor-
tty Business Dllvelopment Agenoy in
the solioitation and util1&ation of
small businall8es, minority-owned flrms
and women's business ent.erpriBes.
(0) 'l'he tYPIl ot proouring instruments

used (e.g •• flxed price oontracts, ooat
re1mbU1'sa.ble contraots, purchase or-
dBl'B,a.nd inoentive oontraots) sha.ll bs
determ1ned by the reoipient but aball
be appropr1a.te tor the pa.rt;1oula.r pro-
ourement and tor promoting the best
interest of the .program or pro2eot in-
volved. The "cost-plua-a.-peroentage-of-
oost" or "peroentage oC oonstruotion
cost" methods of oontraot1ng Bha.l1not
be llBad.
(d) Oontracts aba.l1be made only with

responsible contractors who P08888S
the potential abUity to perform BUO-
O88Ilfully undar tho terme and condi-
tions of the proposed procurement.
Oonsldaration shall be given to such
matters &B oontractor integrity; com-
pl1a.noe with publio polley, including.
where applioa.ble, Seotion a of the
Housing and Urban Development Act or
1968 (12 U.S.O. 1'101u); reoord of past
per!orma.noej and flnano1a.1 and teob-
nloaJ resouroes or aooessibi11ty to other
neoel!ll8.1'Yresour088. In oertain oir-
oumstanoes, oontracts with oertain
parties a.re restrioted by lmplementa-

24 CFRSubtitle A (4-1-11 EdlHon)

tion of Exeoutive Orders 12649 and
12889, "Deba.rment and 8uspension," at'
2 am part 2424.
(e) Reoipients shall, on request. ma.ke

available for the Federa.1 awa.rding
aa'enoy, pre·award. review and prooure·
ment dooumenta, luoh as requests for
proposals or inVitations for bids, inde-
pendent oost estimatlls, lito., when any
o! the following oonditions a.pply.

(1) A reolpient's proourement prooe-
dures or opera;tlon fa11s to oomply with
the proourement standa.rds in RUD's
implementation of Oiroula.r A-llO.
(2) The proourement 1s expected to

excesd ~100,OOOor the sma.l1 purchase
threabold bed a.t 41 U.8.0. 408 (11).
whiobever is grea.tef, a.nd is to be
aWa.rded without competition or only
one bid or otter 1Breceived 1n resPODBe
to a.solio1ta:tion.
(8) Thll proourement, wh10b 1s ex-

pected to exceed the sma.ll purohase
threshold. speoifies a. "brand name"
produot.
(4) The proposed award over the

smaJl purohaliJe threshold is to be
aWru'ded to other than the appa.rent
low bidder under a. sealed bid prooure-
mahto
(6) A proposed oontraot modifioa.tlon

~ges the 800pe of a. oontract or In-
oreues the oontraot amount by more
tha.n the amount or the smal1 purohase
thieshold.
[ll9 FR 47011, Sept.. 18. 1m. lUI amended at '12
Fa V8492.Deo; 2'1. 200'1)

f 84.45 Coat 8Dd prioe anaIyBi&.
Some form of cost or prioe anaJysis

shall be made and documented in the
proourement fUes in conneotion with
every procurement a.ot1on. Price ana.]-
yBill' may be aooomplished in various
ways, including the oompa.r1son' of
price quotations Bubmftted, market
prices and slmilar 1ndi01a, together
with disoountB. Oost a.nalY8iBis the re-
View and evaluation ot each element of
oost to' determine reasonableness.
aJlooabUity and allowabUlty.

§84.46 Procurement raDom ••
Proourement records and files for

purchases in excess of the sma.l1 pur-
ohase threshold shall Inolude the rei-
lowing a.t a minimum:
(a.)Basis for oontractor selection;
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has made a determination that the
Federal Govel'11Dlent'sinterest is ade~
quately proteoted. If 8uch a detarm1na-
tioD has not been made, the minimum
requirements shall be as follows:
(1)A bid guarantee from eaoh biddm'

equivalent to five percent of the bid
pr.I.08.The "bid guarantee" sha.ll con-
mat of a firm oommitment suoh as a
bid bond, oertified oheck, or other ne-
gotia.ble instrument acoompanying a
bid as UIl\U'aD08tb&t the bidder shall,
upon aooepta.noeof his bid, execute
llUoboontraotual doollll1enteas may be
required within the time BPedif1ed.
(2)A.performa.noebond on the part of

the oontractor for 100 peroent of the
§84.48 Contract provisiODB. oontract price. A."performanoe bond"
The reoipient shall inolude, in addi- is one exeouted in Qonneotionwith a

t10nto provla1onsto deflnea soundand oontract to seourefl1lf1llmentof a.ll·the.
oompleteagreement, the followillgpro~ oontraotor'll Obllga.tiODllunder 8uob
visions in all oontl'a.Ots.The following oontr&.Ot.
provisionsshall &1sobe app].1edto sub~ (8)A pll,ymentbondon the part of the
oontraots. oontractor for 100 peroent of the oon-
(a) Oontraots jn exollllSof the SJnAll tract prioe. A ''payment bond" 1e one

purchase threshOld shall oonta1noon- exeouted in oonneotionwith a oontract
traotual provisions Dr oonditions tha.t to &llllUr8 payment as required by sta~
I!ollowfor adm1nistre.tive, oOntractual, ute of a.ll persons supplying labor and
or legal remedies in inSta.n08Sin which me.terial in the exeoution of the work
a oontractor violates or brea.cheathe providedfor in the oontraot.
oontr~t terms, and provide for such (4) Where bonds a.re required in the
remedial aotions as may be appro- sltua.tions described'herein, the bonds
priate. ' .(b) :All oontracts in eXOBBB'of $e shall be obta.1nedfrom oompanieshold-
smaJl purohaaethreshold shall oontain ing oert1:f'1catesof authority as a.ooe~
sult&bleproVisionsfOr termination by able sureties P1ll'S118Jltto 81OFB pa.rt
th ipi t inol di th b 228,"S1;Il'etYOompaniesDoingBusiness
w~:o ~atio: :..n e:a.::~tJ With the United St&tes."
and the ba.S18for settlement. In addi~ (d) All negotiated oontraots (exoept
tion, suchoontracts shalllieeoribe con- those for less tban the smaJIPUl'Dhaatt
ditio11llunder which the oontract.ma.y threshold) awarded by reoipients shall
be termina.ted for default as well as inolude 8. provilllon to the efieot that
oonditionswhere the oontraot ma.ybe , the reo1pient, HOD, the Comptroller
term1na.tedbeoause or olroumsta.noes General of the United States, or axiy of
beyondthe oontrol of the contractor. their duly autho.rized representatives,
(c) Except &iii othorwise required by shaJl have aooess to any booke, doou~

statute, an award tb.a.t requires the menta, papers and reoordll of the eon-
oontracting (or auboontra.ot1ng)fOl' traotor which a.redirectly pertinent to
oonstruction 01' fao1l1tyimprovements a speoifio progra.m for the purpose of
shall providefOl'the reo1p!entto follow making audita, examina.tions,excerpts
its own reqllil'&mentsrela~g to bid and transoriptions.
gua.ra.nteBB,performance bonde, and (e) All contracts including small
payment bondsunless the oonstruction ' .oontract or euboontra.ot exoeeds purchases, awarded by l'&cipienteand
$100,000. For tbose oontracts 01' eub~ their contraotors shall oontain the pro-
oontl.'actsexoeeding$100,000, HODmay ourement Pl'Ovlsiolleof AppendixA to
a.ooeptthe bonding policy and require- this rule, as applioable.
ments or the recipient, providedHOD

(b) JUStifioa.tiOllfor laok of oompeti-
tion when competitive bide or oHel'll
a.renot obtained; and
(0) Basisfor award ooator prioe.

§84.47 Contraotadministration.
Asystem for oontraot admin1etration

shall be ma.tnta:1lledto ensure OOD-
traotor oon1'ormanoewith the terms,
oonditions and speoifications of the
Qontraot and to enllure adellU8.teand
timely foUowup of all puroha.Bes.Re··
olplents sball evaJua.teoontra.otorper-
formanoe and dooum.ent, as a.ppro-
pria.te, whether oontra.otOl'llha.vemet
the terms, oonditions and splloifioa.-
ticms of the oontract.

,
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§84.50

REPORTS AND RECORDS

184.60 Purpose of reports and reoords.
Seotions 84.61 through 84.68 set forth

the prooedures ror monitoring a.nd re-
porting on the reoipient's :f1nanoial and
progra.m performanoe a.nd the nee-
88Bal'Ystanda.rd rellorting forms. They
a.lso set forth reooro retention requIre-
ments.

184.61 MODltoriDtr and reportin, pro-
palll peri'ormanoe.

(a) Recipients are 1'88pone1ble for
managing and monitoring each projeot,
program, suba.wanl, flmotlon or aot1v~
ity supported by the award. Reolplents
shall monitor subawards to ensure sub-
recipients have met the audit require-
ments a.e del1nea.ted in §84.26.
(b) HOD shall presoribe the frequenoy

with which the performance reports
shall be submitted. Exoept as provided
in §84.51(!), llerformanoe reports shall
not be required more frequently than
quarterly or less fl.'equentlythan annu-
a.lly. Annual reports shall be due 90 cal-
end.a.r days a.fter the grant year; qu~
terl:v or sem1-annuaJ reports shall be
due 80 days alter the reporting period.
HOD may require annuaJ reporte before
the a.nn1versa.ry dates of multiple year
a.wards in lieu of these requirements.
The final performanoe raporte are dUll
90 oaJend.a.r daYs a.fter the expiration or
termina.tion of the award.
(e) If inappropria.te, a final teobn1oa.l

or perfo~oe report shall not be re-
quired a.i'ter oompletion of the project.
(d) When reqUired, performanoe re-

ports shall generally oonta.in, for each
a.ward, brief information on each of the
following:
(1) A oompa.rison of actual a.ooom-

pl1sbments with the goals and objec-
tives estabHshed for the period, the
ftndin&1l of the invest1ptor, or both.
Whenever appropria.te a.nd the output
of programs or pro~ects oan be readily
qua.ntif1ed, such quantitative data
shoUld be related to oost data. for oom-
puta.tion of unit oosts.
(2) Bea.8oDs why estab11shed goals

were not met, if appropriate.
(8) Other pertinent inf'orma.t10n in-

cluding, wben a.pproprtate, a.na.lys1s
and expla.nation of oost overruns or
higb unit oosta.

24 CFR Subtitle A (4-1-11 Edition)

(e) Reoipiente sba1l not be required to
submit more tbs.n tbe original and two
ooples of parforms.nos reporta.
(!) Reoiplents shall lmmedia.tsly no-

tify RUD of developments tba.t ha.ve a
s1gn1ftoa.nt Impact on tbe a.wa.rd-sup-
ported aotivities. Also, notifioa.t1on
aball. be given in the oa.ae of problems,
delays, or adverse conditions whlob
ms.terially lmpair tbe abmty to meet
the objeotives of the a.wa.rd.This notifi-
oation shall lnolude a sta.tement of the
aotion taken or oontempls.ted, and a.ny
assistanoe needed to resolve the situa-
tion.
(g) BUD may make site visits. as

needed.
(h) HOD shall oomlllY with olea.ranoe

requirements of 6 OFR part 1S2O when
requesting performanoe data from re-
cipients.

§8'62 Financial repo~,
ea) The Federal 11na.no1a.l report

(ll'FR), or suoh other form a.e may be
a.pprovsd by OMB, is authoril8d for ob-
ts.1n1ng finanoial information from re-
cipients. The a.ppl1oa.bll1ty or the FFR
form shall be determined by the e,ppro-
prlate HtrD prorram., and the rrantee
wUl be 'notified of any progra.m require-
ments in referenoe to the FFR upon re-
oeipt of the awa.rd. A HOD program
ma.y. where approprls.te, waive the use
of the FFR for its rrantees and require
s.n alterna.tive reporting SYlltem.
(b) HOD shaJl p!'&BOr1bewhether the

FFR shall be on s. oash or aoorual
baais. If RUD requir88 aoorua.l informa-
tion and the reo1plent's acoounting
reoords a.re not normally kept on the
aooruaJ ba.sls, the recipient shall not be
required to oonvert Its aooounting SYB-
tem, but sha.ll develop suob a.oo.ruaJ in-
forma.t1oJi. throurh best estimates
ba.eed on an a.naJ:vs1sof the dooumenta-
tion on hand.
(0) HOD shall determine the fre-

quency of the FFR for each project or
program, oonaidering the me and oom-
plenty of the putioUla.r project or pro-
gram. However, the report shall not be
required more frequently tha.n qua.r-
terly or less frequently than annually.
The reporting period end dates sha.ll be
Ma.roh 31, June 80, September 80 or De-
oember 81. A f1naJ. FFR sball be re-
qu1ret1 a.t the oompletion of the a.wud
a.greement a.nd ehall use the end date of'

474

An ACHMENT ••-•••12 .
PAGE ••~~ •. OF ••.2.:1... PAGES



.':.
'.'

. .a .

.'

,_ .._.- -_._-. --. -._ .

orllce ofthe Secretary, HUP

the Projeot or grant pel'1od as the re-
porting end da.te.
(d) HUIi requires reciPients to su!>m1t

th& FFR no later tban 80 days a.ft;er the
end. or ea.$: speoifJ.ed reporting period
for quarterly a.nd ·Beml..a.nnuai reports,
and .90 .oa.1endar days- for a.1lJlual re-
ports: FinBJ reports shall be 81lbmitted
no later than 90 4&yB a.ft;er the projeot
or grant period end date. llIxtenaions. of
reporting due dates may be approved
by HOD upon request of the reoipient.
.BUD ma.y require a.wll.t'deea to Bubmit
·the 1I'FB. eleotronioally. Electronio sub-
miBsion ma.y be waived for oa.use in a.o-
oordanoe With HtJD's wa,iver pollor in
fi6,110 oHbis title. .
(e)(l)When funds are a.dvanoedto re-

oipients ROD sha.ll use the FiI'R 'to
monitor oa.Bh adva.noed to reo1pients
a.nd to obta.1n d1sl;)ursement informa.-
tion for each agreement With the re-
cipients. mID ma.y require foreoaets or
Federal caSh requirements in the "Re-
marks" seotion of the FFR and may re-
quire reoipienta to report in the ''Re-
inarks" Ileotlon the amount of oa.ah ad-
vances reDeived a.nd reta.1ned in excees
of three da.fS a.nd· anY in~r-ll8t eaJ.'Ded
on such oasli advanoes. B.eolpients BhaJl
provide short narrative exp1a.na.tions of
MtiOns taken to reduoe early

. dra.wdoWll8and 8X0885 balances.
(2) Recipients shall be requ.ired to

,submit not more than the original and
two.oopies of the FFR or submit the re-
port-~ei)tron1oaJly. BUD ma.y ttK{uire a
q\l&1'terly report ·fl.·om reoipients re-
oeiving adva.noes totaJing $1 million or -
more per :rear.
(f) When HOD needs additional infor-

mation or more frequent· reports, the
ionpwing sha;;llbe observed.
(1) When additional information 1s

needed to oomply with leg1al&~ve re-
qU1rementil Dr governmentwlde re-
quil;ements, HUD Bh&ll isBue instruc-
tiODs to l'equire reCipients to submit
such iJrlonnation tulder the ''Remarks''
Bllotlon oithe reports In' other means.
(2) When HUD determines that a re-

cipient's a.ooounting SYBtem does not
meet the standards in §84.21, additional
pertinent infonna.t1on to 1'1n1ihermon-
ltorawardsmli.y be obtained bywrltten
notioe to ~e reoip~B:nt uutn BUobtime
as the System is brought up.to sta.nd-
.ard. Jrul), in obtaining thie inft!l'ma.-

, I
1

I
I
i

§84.53

tion, shaJl oomply with report olear-
ance requ1remints Of6 OFR part 1320.
.(3) Ht1D may eleot to acoept the iden-

t10&.11nforma.tioD -from the reoipients
through a systsm to system da.ta. inter-
face ILIl determined by HUn. -
['111Fa 0088, July 16, 2010]

f 84.158 R;etention and 8008811' require- "
JIleny for records.

(a.) '1'.h1B seotion sets forth reQUire-
ments for reoord retention and acoess
to reoorlis for awards to reoipients.
HUD shall not impo811&11Y other record
retention or aocess requirements upon
re9ipienta.
(b) Fina.ncial reoords, suppo)'ting doc-

uments, Bta.t1Bt1ca.1recorda, a.nd -.all
other re(lorils 'pertinent to an award
BhaJl be reta.ined for a period of three
years from the date of Bubmiesion of
the final expenditure report or, for
aw'arlis that N'8 renewed quarterly or
amiuaJly, from·the date of the Bubmis-
sion Of the QUIl.t't8rly or annual finan-
cial report, B8 authorized by:s:uD. The
only exoeptions are the fonowing.
(1) H any l1t1ga.tion, ola.1m.;or audit 1e

ste,rted before the expira.tion o! the 8-
year period, the reoordS ahaJ.l be re-
tained. until aJl litigation, ola.:hns or
aUd1t findings involving the recOrds
ha.ve been resolved and final action
taken.
(2) ReoOJ:ds for real property and

equipment acquired with FederaJ funds
shall b& reta.1ned for 8 yea.rB after fl.naJ
disposition.
(3) When reoords are tra.nsferred to or

ma.intained by HUD, the S-yeil.l' reten-
tion requirement is not applioa.ble to
there~~ent. _
(4) Indireot cost ra.te pl·opoeal.s, cost

a.llooation plane, etc. 88 specified in
§B4.68(g).
, (0) Oople" of onginal feoords m&3' l?B
suPsti1;llted for the original records if
a.uthor1zed by HlJD. ,
(d) HUD Bhal1 request transfer of oer-

ta.in reoords to ita oustody from recipi-
ents when it determines 1;hll.t the
records . poeseBe lone- term retentioll
value. However, in order to avoid dupli-
Oli.tel'eoordkeeping, HUD may make ar-
rangenlents fln' reoipients to retain any
reoDrds' that are oontinuously needed
for joint use.
(8) HUD, the Inspeotor General,

Oompb.'oller General of- the United

j'
I
!

!
~
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S84.60
~tateB. or MY of their duly authorized
repreaenta.tives.Mve the right Oft1me~
ly and unrestrioted acoBsa' to any
books. doouments, papers, or other
reoords of recipients that are pertinent
to the awa.rds,in order to make audits.
examinations, exosrp\;8,transcripts and
copies of such doouments. This rtrht
alao inoludes timely lLndreasonable ao-
OBSB to a recipient's perBolltlel for the
purpose of interview a.nddiscussion re-
la.ted to suoh doouments, The rights of
&Boeu in this pa.ra.gra.ph(e) are not
limited to the required retention p8~
rlod, but sbaJ.l la.Bt'as long &sreoords
are retained,
(f) 'Unless required by Bta.tI1te,HUn

shall noli plaoe reatr1otions on recipi-
ents tha.t limit public aooess to the
reoords Ofreo1p1entsthat a.repertinent
to an a.ward, exoept when BUD oa.n
demonatra.te tAat BUchreoords shall be
kept oon:fidential and would bAvebeen
,,exempted tram d:lsolosure pursWL11tto
the Freeliom' of Informa.tion Aot (6
U.S.O. 662)if the reoords had belonged
toHUD.

(8') Indirect cost rate proposals. cost al-
location planr. etc. Pa.ragraphs (g)(l) &nd
(g)(2) of this section a.pply to the f01-
Ibwing type. of doouments, and their
supporting records-indireot cost ra.te
oomputa.tions or propoaa.ls,cost alloca-
tion plans, a.nda.nyeimUa.r aooounting
oompnta.t1cns of. the ra.te a.t which a.
pa.rtioula.r QTOUP of coats :Isohargea.ble
(suoh as oomputer usare ohargebaok
J,'a.tes oroo~posite t'l'inge benefit
ra.tes).
(1) If wlmritted for nll(lotiattcm.. If the

reoipient submlts to BUD 'or the llU~
. reoipient submlts to the reoipient the
proposal. pla.n,or other compu.tat10nto
form the bas1a for negotia.tlon of the
ra.te, then the 8-yea.r retention period
for its supporting records Bta.rts on the
da.te of BUchBubm1aB1on.
(2) If not IUbmitted lor negotiaUon. If

the reoipient Is not required to Bubmit
to ROD 'or the aubreoip1ent is not re-
quired to Bubmit to the reo1p1ent the
proposal, plan, or other oomputa.tion
for negot1a.t1onpurpoBell. then tbe 8-
yea.r retention period for the proposal.
plan. or other oomputa.tion and its sup-
portmg records sta.rts a.t the end Ofthe
fiBCa.lyear (or other a.Ooountin8'period)
covered by the propoaaJ..plan. or other
oomputa.tion. .

':

24 CFRSubtitle A (4-1-11 Edition)

TmR.MINATION AND liIN11'OROJIlMl!INT

Ii84.80 Purpose of termination and en-
forcement.

Seotions 84.61anel84.62Bet forth uni-
form suspension. term1na.t1on a.nd en-
foroement prooedur8ll.

§84.61 Tenninatiol1.
(a.) Awarda ma.y be termlna.ted in

whole or in pa.rt only if pa.ra.gra.phs
(a.)(I), (10)(2) or (aX3) of this seotion
apply.
(1)By HUD. 11'a.reoipient materially

fa.1leto oomply with the terms and con-
dItions of an a.ward•.
(2) By HUD with the consent of the

reolplent. 1nwhlch oa.aethe two pa.rttes
sball agree upon the termina.tion eon-
ditions. inoJudlng the effeotive ds.te
and. in the case of pa,rt1aJ,te~ina.tion,
the portion to be termina.ted.
.(8) By the recipient upon sendin&'to

HUn written notUioa.tion setting forth
the reasons for such termination, the
effectiveda.te, and, in the case of pa.r-
tiaI termination, the portion to be ter-
minated. However. if HUD determines
in the oase of partiaJ termina.tion tha.t
the reduoed or modified,portion of the
rra.nt will not aooompl1shthe purposes
for Which the gra.nt 'was,made, it ma.y
terminate the grant in its entirety
under elthe~ pa.ragra.phs (a.)(1)or (1.)(2)
of this Beotion.
(b) It' ooate a.re a.llowed under an

a.wa.rd, the resppnsibilities of the re-
o1pient referred to in 184.'71(1.).inoJud-
ing thoBe for property ma.nagement as
applioable. shall be oonsidered in the
termina.tion of the a.ward, and provi~
sion shall be made for oontinuing re-
sponsibilities of the reo1p1entat'ter ter-
m1na.t1on,as a.ppropr1a.te.

§84.U Enforcement.
(a.)Remed~esfor ncm.complfancll. 11'a.re-

oipient ma.ter1a.lly:rauB to oomp1i with
the terms and oonditions of an awa.rd.
whether sta.ted in a. Federal sta.tute,
regulation. UBuranoe, a.ppl1oa.tion, or
notios of award, HOD may, in addition
to imposing a.ny of the speotal oondi-
tions outlined in 184.14, take one or
more of the followtnr actions, &fl appro-
prIa~ in the ciroumsta.noes.
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584.72

Subpart O-After.~the-Award
.Requirements

§84.70 Purpose.
Sections 84.'11 through BUS conta.l.n

oloseout prooedures and other proce-
dures for subeequent disaJlow~oes a.nli
a.djustments.
.84..71 Clo.eout procedures.
(a) Reoipiente shall submit, wttb1n 90

oalendar days ~ the date of oomple-
tion of _the award, &11ftnanoi&1. per-_
!ormanoe, and other reports as required
by the terms Q:i1do()ndltions of the
a.ward. HOD ma.y approve extensions
when requested by the recipient.
(b) Unless HOD author1HB a.n exten-

Bion. a reo!,p1ent shan liquida.te· all ob-
liga.tions incurred under the a.Wal"dnot
later than 90 oa.lendar days after the
funding period or the date of oomple-
tion as s1)Elotfiedin tl1e terms a.nd oon-
ditions 01'the a.wardor in ROD instruo-
tiona.
(0) HUD sha.llmake prompt payments

to a 1'8cip1ent for allowable i'aim-burs-
a.bleooets under the award being; olosed
out: - '-
(d) The reoipient shaJl promptly re-

fund a.ny balanoes of unobligated oash·
tha.t RUD has advanoed or p8.1d and
that Is not a.uthon.ed to-be 1'8ts.inedby
the reoipient !or use in other projectS.
OMB Oiroular A-.l1l9 governs unreturn,d
amounts tha.t become delinquent debts.
(e)When authoraed by the tenns aud

COl1ditionBof the award, HUD shall
make a. settlement for any upwa.rd or
downward a.djustments to -the Federal
share of oosts a.fter oloseout reportS al'e
received. _ _
(f) The 1'8oipient; shall aoociunt for

any re&1 and personal property ac-
quired with Federal funds or reoeived
from the Fedel'aJ Govermnent in ao-
cordanoe with §§B4.81 tbtough 84.8'l.
(g) In the event a finaJ audit has not -

been Perf01'IIledpriol' to the oloseout·of
an aWal'd,HOD sha.lll'eta.1n the right to
reoover an appropria.te amount after
fally oonsidering the reoommendatiQns
on di!lallowed ooats resultinG' fl'om the
finaJ audit.
§84.'l2 Subsequent adjustments and

continuing responsibilities. -
(a.)The oloseout 0:Can a.ward does not

~ffeot a.ny 01the :Co]]owipg.

477
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(1) Tempormly. withhold oash pay-
ments pending' oorrection 01'the defi-
oienoy by the recipient or more aevere
enforcement aotion by HOD.
(2)'Disallow (tha.t lB. deny both use 'of

funds a.nd any a.pplioable matohing
credit for) all 01' part of the 008t of the
activity or a.otion not in complianoe.
(8) Wholly or pa.rtly suspend or tel'-

minate the current award. -
(4) Withhold further awa.rds for the

projeot or program.
(li) Take other remedies tha.t may b,e

legally ava.1lable.
(b) Hearings and aJ11)sa.lB.In taking an

enforoement action. BUD sha.ll provide
the recipient an opportunity for hB8.1'-
lng. a.ppeal. or other ailmtn1Btl'a.tive
prooeeding to which the recipient is en-
titled under a.nysta.tute or regulation
a.pplioa.bleto the a.otion involved.
(e) Effects oj B1IBP8n.ton aM tennf-

naffon. OostAlof a recipient resulting
from obllga.tions inourred by the re-
cipient durinra suspension 01' after
te~tlon of a.n a.ward are not allow-
able wesB HOD expressly authorizes
them in the notice of euspension 9r tar-
JJl1na.tionor subsequently. -Otherrecipi-
ent costs during suspension or aftel'
termination whioh a.rll neoes!la.t'f and
not reaaoDably a.voidable a.re aJlowa.ble
if paragraphs (0)(1) a.nd (0)(2r of this
section a.pply. .
(1) The coats result from obliga.tions

which wereproperly inoUl'l'edby the re-
oipient before the effeotive date of BUB-

penBion or termination, al'e not in an-
tioipa.tion of it, and in th4 oue of a ter-
mination. a.renonoancella.ble.

(1I) The ooste would be allowa.ble :If
the awa.ro'were not suspended 01' ex-
pired normally at the end 01'the f\1nd-
1ng period in whioh tPe termina.tion
ta.kes effect.
(d) -Relationsh.ip to d6barmsnt and BUB-

J)eMon. The - enfOroement l'emedieB
~dentified in this seotion. inoluding
suspension and term.1ria.tion, do not
preolude a recipient from being subjeot
to deba.rment and suspension. under
HUD's resulations at 2 on part 2424
(Bee684..18).
[69 FR 41011, Sept. 13, 1994, as amendet\ at '12
]I'll. '13492, DBD. 111.200'1]
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§84.73 24 CFRSubtitle A (4-1-11 Edition)

(1)The rill'ht c1'HUDto disallow oosts ab1Hty. For other awa.J.'ds.disnretlon
and recover. funds on the ba.sls 01' a may be provided, to Grant Officers to
later a.udltor other review. determine the fUnCHna'arrangement on
(3) The obliga.tion of the recipient to a. tra.nsa.otion baeis. In BUol\ eaees,

return any funds due as a. result of Grant Offioers sball dooument the ba.Bts
la.ter, refunds, oorreotions. or other for selection of the f\md:lng arl'8Jll'e-
tra.naaotlons. . ment 111 the negot1ation reoord. Appro-
(a) Audit requirements in 584..28. priate oonaldera.t1on to fixed 'amount
(4) Property M&.na8'ement require- (lump Bum)a.wa.rdsshall be ma.deif' one

mente in '184.31 through 84.3'1. ,or more of the following oonditions are
(6) Reoords retention as required in present:

§BUS. (1) The HOD funding amount Is defi·
(b) After oloseout of an award, a rela.· nltely leas than the tota.1l\.Otua.1oost of

tionship crea.ted under a.n a.wa.rdmAY the projeot.
be modified or ended :In whole or in (2) The HOD fundiDl'amount does not
part with the oonsent of'ROD and the exoeed $100,000 or the sma.!.lpurohase
recipient, provided the responsibilities threshold fixed at 41 U.S.C. 403 (11),
of the recipient referred to in IB4.'18(a), whiohever Is greater.
including those for property manage- 3 T jment as 8,ftK1ica.ble.are considered and () he pro eot loope Is very sPBQifio."""'" and a.dequate cost, historioa.l, or unit
provisions made for oontinuing respan- pricing data Is ava.1lableto establish a
slbU1ties of the reciPient. as appro- fixed amount award with aeaura.noe
prlate. that the reoiPient will realll!le'nomere-
fi 84.78 COUectlODof amounts due. ment above aotua.l oost. '
(a) ADy fUnds pa.id to a reoipient in (b) [Reserved]

exoees of the a.mount to which the re- 1184.81 DeliDltlon.
olplent 1st1naJlydetermined to be enti·
tIed under the terms and oonditione of (a) A lump sum a.wardis an a.wardfor
the a.wardoonstltute a debt to the Fed. a. predetermined a.m.ount, as set' forth
eral Government. If not paid within 8. in·the grant agreement. which amount
reasoJ;l8.bleperiod after the demand for does not vary with the amount of the
plloyment,BUD mAY reduce the debt by recipient's aotua.l inourred oosts.,Under
plloragra.phe(a.)(1),(a)(2) or (1.)(3) of this this type ot: awa.rd,BUD does not pay
section. the reoiplent for tta inourred oosts but
(1) Makine' an adm1n1stratlve offset rather for oompleting certain defined

a.ga.1nstother requests for reimburse- events in the work or a.ob1evement of
,menta. sorne other well-defined milestone.
(2) Withholding advance payments Some of the ways In which the grant

otherwise do.eto the recipient. amount may be paidll.l'e. but are not
(3) Taldng other aotipn permitted by limited to:

statute. . (1) In several pllorttaJpa.ymenta. the
(b) Exoept as otherwise provided by . amount of each agreed upon in ad·

la.w,HOD sba.ll oba.r8'einterest on a.n vanoe, and the "milestons" or event
overduBdebt in aooorda.noBwith 4 OFR triggering the pa.yment aleo &greed
Cha.Ptern, "Federa.!.Olaims Colleotlon upon in advanoe, 'and set forth in the
Standards. •• $Ta.nt;

(2) On a.unit prioe basis. for a defined
unit or units (suah as a housing ooun-
seling unit), a.t a defined prioe or
prloes, agreed to In a.dvanoeof perform·
anoe of the grant and Il6t forth in the
grant: or,
(8) l'ti one payment a.t grant oomple-

tion.
(b) The key diBtinotion between, a

lump .sum and a oost reimburaement
grant is the laok of a direot relation·
ship between the oosts inourred by the

Subpart E-U.8 of Lump Sum
Grants

§84.80 Condttlons for u.e of Lump
S~ (fixed price or fhed amount)
grant..

(a) Heads of a.wa.rdtnr aotivit1es
(HAAs)sha.!.ldetermine and publish the
fUnding' arrangement for award pro-
grams hlloV1nga published program reg·
111~tionor Notioe of Fund1n!f Avail-
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. Office of the·Secretary, HUD

reoiplent a.nd the a.mount paid by BUD
in the lwnp snni a.l'l'&11g81'1'lent.

§84.82 ProviBiODS appUoable ,only to
lump eum grants. .

. In addition to the provisione of this
subpart ]!Ii subpa.rta A and :13 or tbie
pm a.pply to lump sum granta.

(a) Financfal and progrcun' manage-
ment. ~aragrapbs (b) thrOurh (e) of th1s
seotion prllS01'1beatand&rds for 1'in1l»-
oial managmnent systams, methods for
,malting payments, budget revision a.p-
provsJ.s. and rila.1dnr audits.
(b) standardB 101'financial managsmsnt

83/stems. (1) Riloords ~t identity ade-
quately tbe source and a.pplioa.tlon of
funds tor federa.lly-sponaoredactivities
are reqlUred. These reoords sha.ll eon-
tain information perta.1n1ng to Federal
awards, a.uth~~ons, obligations,
unob1l.gated ba.la.noes, 'useta, outla.ys.
income and interest.
(2) lII1Ieot1ve control over and ac-

oountabiilty for all fUnds. property and
other &Baets ire required. Reoipientll
Bball adeQUately safegua.rd all suoh as-
sets and a.ssll1'8they are used solely for
a.uthoriHd purposes.
(8) Oomparlaon of outla.ys wlth budg-

et amounts for ea.oha.wud is required.
Whenever appropria.te, finano1a.1 infor-
mation should be related to perform-
anoe Il»d unit oost da.ta..
(4) Where HUD guarantees 'or msures

the repa.yment or money borrowe4. by
the reoipient. BUD. I!-t its discretion,
~y require adequate bondin&' and "in-
suranoe if the bonding and insurance
requirements of the reo1p1ent are not
deemed adequate to proteot the inter-
est of the Fed8raJ. Government.

,(6) ROD may reql11re adequate fidel-
itybond ooverap where the'l'eoip1ent
la.oks suflltJient ooverage to proteot the
FederaJ Gov,ernment's interest: ,
(6) Where bonds are r~u1red in the

situations desoribed a.bove, the bonds
B)1alibe obta.1ned from oompa.niBBhold-
ing .081-ttfi~ of authority as acoept-
.able sureties, as presorlbed in 81 OFR
pm 228, "Surety Oompa.n1es Doing
Business with the United Sta.tes."
(o) Payment. (1) The standard gov-

erning tbe use or banks a.nd other inst1- '
tutions as depOSitories 01' funds ad-
vanced under a.wudB 1e, KUD shall not
require separa.te depository' acoounts
for funds provided to a reo1pient or 88-

§84.82.

I
I
I

'j
;
!

i
I
I

I
I
;

ta.bliBh any elisib1l1ty requirements lOl'
depositories for funds provided to a re-
oipient. However, reoipients must be
a.ble to acoount for the reoeipt, obliga-
tion and expenditure of funds;
(2) OoDStstent with the na.tionaJ goal

01' expa.nd1ns' the opportunities for
women-owned and minority-owned
businese enterprl..ees, reoipients shaJl be
enoouraged to' use women-owned a.nd
mlnorlty-owned banks (a. bank whiob is
owned a.t least 60 paroent by women or
minority group members).

(d) Revflrion of budget ana program
pkmB. (1) The budget plan is the fJJI.an-
oial expreesion of the project or pro-
gram as a.pproved during the awud
prooess. It ma.y inolude either the Fed-
eral and non-FederaJ. Share, or only the
Federal share. depending upon HOD re-
quirements. It shall be related to per-
formanoe for program evsJ.ua.tion pur-
poses whenever a.pprcipria.te.
(2) R.eolp1ents are· required to report

deviations from pron-am plans. and re-
quest prior appJ.'ovals for budget lI.11d
program })lan revisions, in aooorda.noe
with this section.,.
, (8) For nonoonstruotion awards, re-
cipients shall request prior a.PI)rovals
from HUD for one Dr more or the tol-
'lowing program or budget rel/Lted rea-
sons.· ,

(1) Change in the scope or the, objec-
tive of the projeot or program (even it'
there is no assooia.ted budget revision
requ1J.:ing prior written approval).
Ul)The need for additionsJ. Federal

funding'.
(iii) Unless dBBorlbed in the IIopplloa.-

tion and funded .1n the approved
IIoWarda,.the Buba.ward, transfer or oon-
tl'a.ot1ng ollt at any work under an
a.warct This provieion does not apply to
the puroha.ae of su,ppli8ll, mater1a.l.
eCJUipment or goeneral support services.
(4) No other prior approval require-

ments fOl' speo1fic Items may be im-
posed 'unless a. deViation bas been ap-
proved by OMB.
(6) Bxoept for requirements listed in

paragraphs (d)(8)(1) a.nd (d)(8)(ii) of this
seot1on, BUD 1s authoril8d, at its op-
tion, to wa.1ve oost-rela.ted and a.dm1n-
istra.tive prior written a,pprovaJs .re-
quil'ed by Olroular A-110 and OMB Oir-
oulars A-21 and A-122. Such waivers
may .inolude a.uthor1z1ng reoipients to
do any one or more of the following:

I
I
I
I

f
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§84.83

(J) Initia.te a one-time extension of
the expira.tion da.te of the awa.rd of up
to 12 months unles8 ODeor more of the
following oonditions apply. For one-
time extensions, the reoipient must no-
t.ifY.HUD in writing with the sup-
porting reasons and rev1sed expiration
da.te at least 10 da.ya before the expira.-
tion da.te speoified in the awa.rd. Tbis
a.otion ma.:vbe ta.ken unless:
(A) The terms and oonditions of

a.ward prohibit the extension.
(B) The extension reql11res·addit1onal

Federal fUnds.
(0) The extenaion ·involves any

oha.nge in .the approved objeotives or
800pe of the projeot.
(6) For oonatruotion awards, reoipi-

ents 8ha.l1 reque8t prior written a.p.
prova.} promptly from HUD for budget
revisions whenever pa.ra.grapbs (d)(6)(i)
or (d)(8)(11)of this aeotton. apply.
(1) The revision reBUlts from oha.nges

. in the soope or the objeotive of the
projeot or program.
(11) The need mses ·for additional

Federal funds to oomplet& the proJeot.
(7) No other prior approval require-

ments for ·speoifto items· may be im-
posed unleBB a deviation ha.8 been a.po
proved by OMB..
(8),When BOD makes an award that

provides support for both oonstruotion
and nonoonatruotion work, HOD may
require the reoiplent to request Prior
approval from HOD before making· any
fund or budget tranafers between the
two types of work supported.
(e) Non.-Federal Q,udttB. (1) Recipients

and aubreoipients that are instttutiona
of higher eduoa.tion or other non-profit
organizations (inoluding hospitals)
shall be Bubjeot to the audit require-
mente oonts.ined in the Single Audit
Aot Amendments of 1996 (Sl U.S.O. 7601-
7607) and remed OMB Otroular A-18B.
"Audits of StatQ, Lo08.1Governments.
and Non-Prof'1t Orga.niza.tions."
. (1) Non-profit organizations subjeot
to regula.t1ona in the part 200 and pa.rt
800 series of this title which rsceive
awards sqbjeot to part 84 shall oomply
with the andJt requirements of revised
OMB OirouJl\r A-l8S. "Audits of States.
Looal Governments. a.nd Non-Profit Or-
ll'aniza.tions." For HOD prorra.ma. a.
non-profit organilsa.tlon ia the mort-
ll'8.ll'oror owner Ca.sthese terms are de·
fined in the regulatloni in the part 200

24 CFR Subtitle A (4-1-11 EditIon)

and part 800 series) and not a related or
aIfl.l1a.ted orpnlza.t1on or entity.
(11)[Iteaerved)
(2) State and Ipoal S'overnments shall

be subjeot to the audit requirements
oonta.ined in the SinS'le Audit Aot
Amendments of 1998 (81 U.S.O. "1501-
760'1) and revised OD 01roula.r A-l88,
"AndJts of States, Lo08.1Governments,
a.nc1 Non-Profit Orga.niza.tlons. tI

. (8) For-P1'9fit hOBpitals not oovere4
by the a.udit provisions of revised OMB
Circular A-183 sha.ll be su~jeot to the
audit .r~uii'ements of the Federal
awardinS' agenoies.
(4) Commeroial orga.n1zatlons shall be

subject to the audit reQuirements of
HOD or the prime reoipient as incor-
porated into the award dooument.
(GIlF!l. .'1011. Sept, 18, 1894. as &DIenc\e4 at M
Jl'B 818l'f. NOT. 18, 1887; '16 Jl'B 41090. July 16.
DOlO]

§84.88 Property atandards •
(a) Purpose of property .tanliarct s,

para.gra.phs (b) tb1'ollgh (S') of this eee-
tion eet forth \U11form.eta.nda.rdB gov-
erning management and diepDSit10n of
property furnished by the Federal Gov-
ernment whose ooat was charged to a.
pro:leot supported by a Federal a.wa.rd.
HOD shall require reoipients to observe
these standards 11J1tI.erawa.rds and sha.ll
not impose additional requiremente,
unless speoif1oaJly required by Federal
sta.tute. The reoip1ent ma.y ule ita own
property mll.!lagement ata.nda.rde and
Procedures provided it obeerves the
provisione of paragra.phs (b) through (8')
of this seotion. .
(b) 1118UYa'nCe 1l00000rage. Reoipients

shall. at a minimum, provide the equiv-
alent l.nsuranoe ooverage for real prop-
erty and equipment a.oquired with Fed-
eral funds as provided .to property
owned by the reoiplent. Federa.lly-
owned proPert7 need not be insured un-
less required by the terms and oondi-
.tions of the .a.wa.rd.

(0) Real property. RUD prescribes the
following' reQui1'emente for reoipients
oonoerning the 1188 a.nd dispos1t19n 01'
real property aoquired in whole or in
pa.rt under a.wards:
(1) Title to real property sha.ll vest in

. ,the reoipient lIubjeot to the oonditlon
that the. reoipient shall use the real
property tor the authori\lEld purpose of
the projeot a.s long as it ,is needed and
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BhaJInot enoumber the property with- ed, whether or not the projeot or pro-
out a.pproval ot BUD. gram oontmueB to be BUPportedby Fed-
(2)The recipient Bha.llobt&1nwritten el'8J fundS and sba1l not encumber the

a.pprovaJ ~ BUD for the use ilf rea.l eQuipment without approva.l of HUD.
property in other federa.lly-eponeored When the equipm~t is no longer need-
projects when the recipient determines ed for the oiiginaJ project or p!'Ogl'am.
that the property is no lODger needed the rec1ple,nt IIhall: 11Il8 the equipment
for the purpoBe of the ortg1naJ Pl'ojeot. in conneotion with ita other federa.lly-
Use in other projects sha.ll be limited sponBored activities, in the following
to lihose under tederaUy-eponeored order of priority:
projeots (i.e., awa.rda) or programe that (1) AotivitieB Bponsored by HOD
have purpoees oonBtstent wJth liholle whioh :fUndedthe orig1na.l projeot; then
a.uthorlzed for support by HOD. (i1) A01i1viti811sponsored by othlq'
(d) FllderalZV-ownsd and ~Bmpt prOf)- ll'ede.ra.laward1ng a.&'eno1es.

erty-(1)· FederaUy-owned property-,-{i) (8)During the time that equipment is
Title to federally-ow71stl 1'roperty remaf718. 1U!8don the project or prorram for
1I8Stedin the Federal GotlflT71ment.Rampi- .which it was aoquil'ed, the reo1p1~t
ents BbaJl submit annueJ1y an inven- Bhall ma.k;eit s;va.1lablefor use on other
tory -l1llt1ng of federally-owned prop- projeotB or programs t.r suOb.othel' use
arty in their OUlltOdy.to HOD. UPOD will not mteriere with the worlr 0». the
oompletion of the award or wli~ the projeot or progra,in for whioh the equip-
property ie no longer needed. the re- ment w.aa. or1g1naJ1y acq\ili'8d. First
oipient ~ rep~ the property to preference fOl' such other use shall be
JruD for fUrther:a:tJD utilitlation. gWen to other projeots or programB
(11)If KtJD haa no further need for eponeored by HUD th&.t fJn&noed the

the property. it sha.ll be declared U:08SS equipment; lIeooJ;ldpretwence shall be
aM· reported to the General Serv108ll given to projeotll or proera.ms epon~
Ad.m1niIItra.t1on,unle811BUD ha.e sta.tu- eored by othel' F.ederal awarding agen-
tory authority to dispose of the prop- oiea. If the eQuipment is owned by the
erty by alternative methodS (e.j., the Fedt!l'a], Government, lise on otherao-
authority provided 'by the FederaJ tivitiee not sponsored by the Federal .
Technology Transfer A.ct (16 U.S.O. 8710 Goverpmen~ sheJ1 be permieB1b1eif au-
(I» to dona.te research equipment to thorilled by RUD.
eduoational and non-profit organiaa.- (4) The recipient'B property ma.na.ge-
tiona in aooordanoe with B.O. 12821, ment standards for equipment acquired
"Improving Ma.thematioB a.nd Sc1ence with Federal fundS and federa.lly.-owned
~ducation in Support Of the Nationa.l eq)1ipmmt shall ~olude eJ1 of the f01-
Education Goale.") .Appropriate .m- lowing. ..
atruotions shall be 1811l,1edto tb.e racip!- (1) Equipment raoOl'de Bhall be ma.1n-
ant by ROD. tained acoUl'll,.telyand sh&llinolude the
(2) E%empt property. When sta.tutory followhig 1n:torma.tiOD.

authority exists, HUD baa the option (A)A description of the equipment.
to V811ttitle to :prDperty aOQUireciwith (B) Manufaoturer's serial number,
Federal funds in the recipient without model number, .Federal stock number,
fIlrthel' obligation to the Federal Gov- national atook number, or other identi-
emment and under condltiona HOD fication numb81'. .
.oonsiders a;ppropriate. Suob property is (0) Source of the equipment, ipolud-
"exempt property." Should HUD not 1ng the a.wa.rdnumber.
sstll.blish conditions, title to exempt (D) Whether title vests in $." rec1p1-
propel1iyupon aoquieition shall vest in ent 01'the Federal Government.
the reoipient without; farther oblige.- (E) AoquiB1tion date (or da.te ra-
tion to the Federal Government. ceived, if the equipment wa.e furnished
(e) Equipment. (1) Title to equipment by the Federal Government) and ooet.

acquired by e. reoipient with Federal (F) Location and oondition of the
funde shall vest in the reoipient, Bub- equipment and the da.te the :1nforma-
jeot to oondit10na of this seOtiOll. tion wll.Sreported. . .
(2) The l'eo1p1ent shall use the equ1p- (it) Equipment o'Wnedby the Federa.l

l1}ent in the' projeot 01' pr'.ogram for GoVernDlent shall be identified to indi-
.which it wa.eaoquired as long &B need- oate FeMral ownership,
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(i11) A physioa.l inventory of equip-
ment shall be ta.ken a.nd the results
reconoUed with the equipment reoords
at leaet once every two years. Any dif-
ferenoes between Q!1a.ntities deter-
mined by the physioaJ inspeotion and
those shown in the aooountiJllf reoorde
sha.ll be investigated to determine the
causes of tl1& differenoe. The recipient
shall, in oonneotion with the inven-
tory, verifY the exlstenoe, Ol1l'1'eJltuti-
llza.tion, and oontinued need tor the
equipment.

(1v) A oontrol system shall be in ef-
feot to 1nBure a.dequa.te safegua.rds to
prevent 10SB, damage, or theft 01'. the
equipment. Any 10_, dama,re, or theft
of equipment sb8Jl be investigated and
fully dooumented; if the equipment was
owned by the Federal Government, the
recipient shall promptly notify KUD.

(v) Adequa.te ma.mtena.nce prooedures
shall be implemented to keep the
equipment in rood condition.
(6) HOD may reserve the right to

tra.nsfer the title to the Federal Gov-
ernment or to a third party named by
the Federal Government when suob
third pa.rty is otherwise el1g1ble under
ex1sting 811a.tutee. Saob tranafer shall
. be subjeot to the followinr standardB.

. (1) The equipment eha.11 be a.ppro-
priately identified in the aWB.1'dor oth-
erwise made known to the reoipient in
writing.

(11) KUD shall Issue dispoB1tion in-
struotions within 120 oaJenda.r days
after reoeipt of a f'1na.l inventory. The
finaJ inventory shall Hst all equipment
aoquired with grant funds and feder-
ally-owned equipment. If HOD fails to
18sue disposition instructions within
the 120' oa.:Ienda.r day period, the reoipi-
entshall a.pply the standa.rdB of this
seotion, as appropriate.
(111)When HOD exeroises Its right to

take title, the equtpmen"l; shall be sub-
jeot to the provilllons for federally~
owned equipment.

(t) Inta.nglble fJTOfJert71. (1) The recipi-
ent ma.y oopyright any work tha.t is
subject to oopyright and was deVel-
oped, or for which oWns1'8h1pwas pur-
ohased, nnder an award. RUD reserves
a royalty-free, nonexolusive and irrev-
ooable right to reproduoe, pu'blish,or
otherwise use the work for Federal pur-
poses. and to a.uthor1ze others. to do 80•

24 CFR Sublllie A (4-1-11 Ed/llon)

(2) Recipients a.re 8ubjeot to applica-
ble re(fUla.tlons· governing patents &nd
inventions, inoluding government-wide
regulations inued by the Department
of Oommeroe at 8'1 CFR part 401.
"Rights to Inventions Made by Non-
profit Org&nizations and Small Busi-
neBBFirm8 Under Government Grants,
Oontra.ots a.nd Oooperative Agree-
ments."
(8) Unles8 waived b¥ KUD. the Fed-

eral Government has the right to para.-
graphs (0(3)(1) and (0(3)(11) of th1a seo-
tion.
. (1) Obtain, reproduce, publ1sh or oth-
erwiBe use the da.ta ftr8t produoed
wider an award.

·(11) Authorise others to reoeive, re-
produce, publish, or otherwise use 81lch
data. for Federal purpose •.
(4) Title to :intangible property &nd

4ebt instruments acquired under an
awa.rd or Bubaw8.l'd veste upon acqu1Bl-
tion in the recipient. The reoipient
Bha.ll use thAt property tor the origi-
nally-authorlzed purpose.
(g) Property trmt rBlatlomh.fp. Rea.!

property, equipment, intangible prop-
erty and debt :Instruments that B.1'eac-
quired or improved with FoderaJ funds
shall be held jp trust by the recipient
. as trustee for the benefiolartes of' the
pro,eot' or program under whioh the
property was a.oquired or improved.
ROD may 1'eq\11re reo1pients to reoord
liens or other appropria.te notioes of
record to indicate tha.t personal or real
property hae been acquired or improved
with Federal funds and that uae and
dispoB1tlon oonditions a.pply to .the
property.

§84.84 Procurement standards.
(a) Purpose of procurement .ttanaarcU.

Paragraphs (b) through (t) of this sec-
tion set forth standards for use by re-
oipients in establishing procedures for
the l1roourement of supplies And other
expendable property,equipment, real
Ptoperty and other servioea with Fed-
eral ft1n&I. These standards a.re fI1r-
niSbed to ensure that suob mater1a1s
and aervioes are obta.1ned in an effec-
tive ma.IIller and in oomplianoe with
the provisions of applioable Federal
stl!.tutes and exeoutive orders. No addi-
tional proourement standarde or -re-
qutremen,ts shaJl be imposed by HOD
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upon.l'eoi1'ients, \Uiless speoifioa.lly re-
quired by Federal statute or exeoutive
order or approved by OMB.
(b) &cIplent rupomibiZitfsB. The

standardll oontAIned in th1s seotion do
not relieve the reoipient of the oon-
tractual responsibilities a.r1sing under
its contraot(s). The reo1p1ent 1s the re-
sponsible authority, without reoourse
to BUD, regarding the settlement Ilo1ld
SBotiafaot1onof all oontra.otual and a.d-
ministrative lesues a.r1sing out of pro-
curements entered into in aupport of
an award or other agreement. 'l'h1s in-
oludes lii8Plltes, olaims, protests of
award, SO)ll'Oeevaluation or other mat-
ters of a. oontractual nature. MAtters
conoerning violation of statute are to
be referred to suob Federal, State or
looal authority 1108 may have proper ju-
risdiotion.

(0) aDdu of cond'UCt. The reo1pient
aha.ll ma1ntain written standards or
conduot &'OverDiDi'the performan08 of
its employees 8Dg'aged in the a.w&rdand
administration of oontraots. No em-
ployee, offioer, or agent shall partioi-
pe.te in the seleot1o~, award, or admin-
istration of Bocontract supported by
Federal funds if a real or apparent GOD-
fliot of interest woul4 be involved.
BUM a oonf.l1ct would arise when the
employee, officer, or Il8'8Dt, any mem-
ber of his or her immediate family, his
or .her pa.rtner, or Ilo1l ()])ga.mr.a.tion
which emplo;Y8 or is about to emploY
any of the pa.rt1e8 indioa.ted. herein, has
a fina.no1al or other interest in the ilrm
seleoted for a.n a.ward. The offioers, em-
ployees, a.nd agents of the reolpient
shall neither sol101t nor &COept IlTLt!1-
ities, fa.vors, or anything of monsu.ry
value from contractors, or partieB to
subagreeml!Dts. However, reoipients
may set standards for sttua.tions in
which the flnanoial inj;e:rest is not BUb-
stantia] or the gift Is a.n unaoll01ted
item of nominal va.Iue. The standa.rds
of oonduot shall Pl'ovlde ror dis011'11-
narya.otiona to be applied for ~ola.-
tions of snob atlUlda.l'ciB by officers, em-
ployees, 01' agents of the reoipient.
(d) Oompetition. All proourement

tranBaotionsshaJl be oonduoted in a
ma.nlier to provide, to the maximum
extent praotloaJ, .open a.nd fl'ee com-
petition. The reoipient shal] be alert to
organizational oonfliots of interest 88
well a8 nonoompetitive praotioes

§84.84

among oontraotora that may restriot
01' eliminate competition or otherwise
restra.i1'l trade. In order to enaure objeo-
tive oontraotor performanoe and elimi-
nate unfa.1r oompetitive advanta.s"e,
contractors that develop or draft Bpeo1-
fioa.tions, requirements, statements of
work. inv1ta.tionB fQr bids and/or re-
quests for proposals shall be exoJuded
from competing for such proourements.
.Awards 8ha1l be made to the bidder or
offeror whoB8 bid or offer 18 responsive
to the solicitation IIoDd 1s most advan-
tageous to the reclpient. prioe, quaJjty
and other factors oonsidered. The other
factors shall inolude the bidder's or
offeror's oompJia.nce with Seotion 8 of
the Housing and Urban Development
.Aot of 1968 (12 U.S.C. 1'lOlu). herea.fter
referred. to as "Section 8." Seotion S
provides that, to the Sl'eatest extent
feasible, and oonsiBtent with existing
Federal, State. and looallawa, and reg~
l2lations, eoonomio opportunities gen~
era.ted by oertain JmD :flna.nc1a.l assist;...
anoe shall be direoted to low- and very
low-inoome.persona. Solioitations shall
olearly set torth all requirements that
the biQder or offeror shall fulfill in
order· for the bid 01' offer to be evaJu-
a.ted by the recipient. ~, and all bids
or offers may be rejeoted when it 1s in
the reoiplent'a interest to do 80, .
(e) Procurement fWOCfldUT88. (1) .All re-

oipients shall esta.bl18h written· pro-
ourement prooedures. These procedures
shall provide for, a.t a. minimum, tha.t
paiaiTaphB (e)(1)(1), (e)(I)(11) and
(e)(1)(111)of t'hiBseotion a.P1'ly.
(i) Reo1pientB a.void purohasing un-

neo8S8a.ry items.
(ii) Where appropriate, an analyBie is

ma.de of lease and puraba.se alter-
nativeB to determine whiob would be
the moat eoonomioa.l a.nd praotioal pro-
ourement fo·rthe reo1pient.
(iii) Sol101tations tor goods and serv-

i08a provide for a.11of the folloWing ..
(.A).A olea.r and acourate description

of ths teobn1oa.l requirements for the
material, Pl'Oduot Of service to be ].'l1'O-
otU'ed. In competitive proourements,
such a deaor1ption shall not oontain
tell.tures which unduly restriot oom-
petition.·
, (B)" ReQuirementS which the bidderl
ofieror must. !u1f1l1 and an other fac-
tors to be used in evaluating bl(1.s Dr
proposals. . .
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(0) A d88Ol'1ption,whenever prao-
tloable, .of teollllioa.1requirements in
terms of funotions to be performed or
performa.noe required, lnoluding the
rLDIl'eof a.ooepta.bleoba.ra.oterlstioa or
minimum &008ptableBta.ndards.
(D) The apeo1f10ret.tures or "bra.nd

na.rne or equa.l" delloriptlODBthat bid-
ders are required to meet when such
items are 1noluded1nthe solioitatlon.

(lD) The a.ooeptanoe, to the extent
pra.otloll.bleand eoonomioaUy feaa1ble,
of products and aervioeadimensioned in
the metrio system ormeasurement.
(F) Preferenoe, to the extent prac-

tioable and economioaJ.lyfea.a1ble,for
produote and servioes that conserve
nLtural resources and proteot the envi-
ronment and are energy emoient.
(2) Positive efforts eball be made by

reolpiente to utUise smaJI businllSll8B,
minority-owned :l'1rms, and women's
business enterpr1s118,·whenever pos-
sible. Recipients of Federa,] awa.rde
Bha.ll ta.ke aJI of the following steps to .
further th18goal.
(1) Blnsure that irnall businesses, mi-

nority-owned firms. and women's bust-,
ness enterpriSes are used to the fullest
extent pra.otioa.ble. .
(it) Make lDforma.tlon on forth-

ooming opportunit1es ava.11ableand a.r-
range time fra.meIl for purchases and
oontraots to enoourare and facUitlLte
pa.rtlo1pation by sma.ll businessllll, mi-
nority-owned firms, and women's busi-
ness enterpr1aea.. em) Oonsider in the'-oontra.ot proOllSll
whether firma competing for larger
contracts mtend to suboontraOt with
small businessea. minorlty-owned
firms, and woman's business enter-
prises.
(tv) Enoourage oontraoting with oon-

sortlums of sma.llbusinesses, minority-
owned firms a.ndwomen's business en-
terprises when a. oontraot Is teo J.a.rge
for one of theJlefirms to handle individ-
ually.
(v) USBthe servioes and assistance, as

a.ppropr.1a.~,of suob orp.nizations as
the Small Business Mmin1strs.tion a.nd
the Depa.rtment of OomJl1srce'sMinor-
ity Business Development Agenoy In
the sollotta.tion and· utilization of
small busineaess, minorlty-owned firma
a.ndwomen's business enterprises. .
. (8)The twe of proourin8'in/ltruments
used (e,g., fixed pri08 oontra.ots, cost

24 CFR SubHtle A (4-1-1) EdlllOn)

relmburaa.ble oontracts, purchase or-
ders, and inoentive contraots) shall be
de\ermined by the reolpient but shall
be appropriate for the partioular pro-
ourement and tor promoting the best
Interest of the program or projeot in- .
volved. The "oost-plua-a.-peroenta.re-ot-
oost" or "perosnta.ge of oonstruotion
ooet" methods of oontraoting shall not
be used.
(4) Oontraots sha.11be made only with

rssponB1ble oontraotors who .}lOll8eaa
the potential abillty to perform sue-
cellBfl1l1yunder ths :terms a.nd oondi-
tions ottha proposed procurement.
Oonsideration eha.11 be riven to suoh
matters as oontraotor integrity: oOm-
plla.noe with pubHo policY, ino1uding,
where t.pplioa.b1e, Seotion 8 of the
HOWlingand Urba.nDevelopment Aot of
1968 (12 U.S.O. 1701u);record .ot past
performanoe: and tinanota1 and teoh-
nical resouroee or aool!l8S1billt:vto other
neoessa.t'y resouroea. In oerta.1n oir-
oumatanoes, contra.ots with oertain
parties are restricted, a.s set forth at 2
OFRpart 2424.
(6) Reotpients BhaJI, Oil request, make

available tor the Federal awa.rding
Breney, prs-Lwa.rd review and prooure-
ment doouments, suoh as requests for
proposa.ls or invitations for bids, inde-
pendent o~t estima.tes, etc., when any
of the followin&'conditions s.pply.
(1) A reolpient's proourement proce-

dures or operation falls to oomply with
the proourement sta.nda.rds in HUD's
implementation of Oiroula.rA-ll0.
(n) The proourement ie expected to

exceed $100,000 or the emaIl paroha.se
threshold fixed at 41 U.S.O. 408 (11),
whichever is greater, and 1s to be
awarded without competition or only
one bid or offer 1s reoeived in responee
to a soliotta.tion.

(111) The procurement, which is ex-
pected to exoeed the smaJ1 puroba.ss
threshold, speolf1e~ a "bra.nd name"
produot ..
(tv) The proposed award over the

ema.ll purabase threshold Is to be
a.wa.rded to other· tha.n the apparent
low b1dder under a sea.1edbid proo:ure-
ment.
(v) A ProP9sed oontract mod1fl.oatlon

changes the soope of a. oontract or in-
o~es the oontraot amount by more
tha.n the amount of the small purchase
threshold. '
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(f) OOBtand prioe analysis. Some form
of oost or prioe an&lYs1sBhalJ.be mMe
and dooumeilted in the Proourement
files in o0111leotionwith every procure·
ment aotlon. Price a.na1Y81Bmay be &0.
'oomplished in va.rious wa.ys, lnolul'l1ng
the oompariBonof: prioe quotations Bub·
mltted, ma.rket prices and e1mUa.rindi-
01&,together with diaoounta. COstanaJ·
"3"s1eIs the review and evl!luation of
each element of: cost to determine rea.-
Bona.blen8BB,a.lloca.bill~ and allow-
abUlty. .
(g) Procurement recordl. Proourement

reoords a.nd fIlea for puroliaaes in ex-
oe88 of the am&ll purchase threshold
sha.1l inolude the following a.t a min-
imum:
(1)BasiBfor oontractor aelection.
(2) Juetif1ca.tion for la.ok 'of oompeti-

tion when oompetitive bids 'or otiers
are not obtained; a.nd
(8)Ba.s1sfor a:wa.rdoOBtor prioe.
(h) Oon'troot a.dmtnIBtraUon. A system

fer oontract admiuiatration Bha.ll be
maintained to ensure oontl.'a.otoreon-
formance with the terms, oonditicns
and apeoifica.tions of the oontra.ot and
to ensure adequate. and t1n1ely follow
up of all plU'Oha.ses.Reo1pients Shall
eva.luate contractor performanoe and
dooument, a.eappropriate, whether con-
traotoxs have met ~e term.a, condi·
tions a.nd Bpeo1f1oatioDSof the oon-
tract.
(1).Oon'tract proviBioni. The recipient

shall include. in addition to pro:v1s1ons
to defille a SOJ111dand complete agree-
D\ent, the followiIIg provisions in all
contraots. The followtng: ProviB1oDS
BhaJ)&leobe a.ppliedto suboontraots.
(1) Ooiltra.ots in 'exoess of 1;lleemaD

pUl'ch&Bethreshold ehall oontain con-
traotua.l provisions or oonditions tha.t
allow for adm1n1stI.'ative,contraotua.l,
or legal remedies In 1nBta.n09Sin which
a oontraotor' violates or breaoheil the
oontra.ot terms, a.nd provide for such
l'Bmedial actions a.e may be appro-
priate.
(2) All oontracts in ex09SS of the

emRJ.l purchase tbre8holi1 shall conta.in
suitable PJ,'ovisionsfor termination by'
the reoipient, 1nc1ud1ngthe ma.nDBl'by
whioh terl]rlnation sb~l be effeoted
and the ba.s1sfor settlement. In' a.ddi-
tion, s\1oboontraots shaJ.ld8lloribecon-
ditions under' which the' oontl'a(lt may
be terminated for defs.uit. as well &B
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.-oonditlona wh81'Bthe oontract may be
terminated because of o1roumStan08S
beyond the oontrol of the oontraotor.

(B) Exoept as OtherwiS8 reQlUred by
statute. ~ aWAl'lithat reqUires the
oontracting (or suboontraoting) for
construction 01' :Ca.o111tyimprovementS
Bha11provids for the recipient to follow
ite own requirements relatilll' to bid
guarantees, perfonnance bonds, me!
payment bonds unless the oonstruotion
oontra.ot or suboontraot exceede
$1.00,000. For those contracts. or sub·
.contracts exceeding $lOP,Ooo. BUD ma)'
aooept the bontling policy .and require-
ments of the reoipient, prolrtded HOD
has made a. determina.tion .tha.t the
Federa.l Govermnent's interest is ad8-
QJ1B.tel3'proteoted. If BUaha determina-
tion. baa not been ~e. the m1n1mwn
requirements Bha.llbe as follows:
(i) A b~dgua.rantee from ea.oh bidder

equ1va.lent to ftve pel'o~t of the bid
prioe. The "bid 8'tl&1'&Iltee"Bha.ll con-
s1et of a firm oommitment such a.e a
bid bond, cert1fted check, or other 11.8-
I'Otlable instrument aooompa.nybig a
bid as assura.noe that the bidder sha.ll,
upon aoceptanoe cf bis bid, execute
suob oontraotQ&ldoouments as may be
required within the time speoifie.i1.
.(11)A Perfonnanoe bond on the part
of the contraotor for 100 percent of the
oontra.ct prioe. A "Performanoe bond"
18 one exeouted in oonneotion with &.
oon1!i'aotto secure fulfillment of all the
contraotor's obltga.tions under such
.oonu'act.
(111).A payment bond on the pa.rt of

the oontractor for 100 pel'cent of the
oontra.ct prioe. A "pa.yment bond" is
one exeouted in conneotion with a eon-
tract to usura payment as required by
statute of all persons supplying labor
a.nd ma.te1'1alin the exeoution of the
work provided fol' in the oontract.
(iv) Where bonds are required in the

situ&.tions described herein, the bonds
BhaJlbe obta.1nedfrom compa.nies hold-
ing Oertifioa.tes of authority as a.coept-
.able s1ll'eties pursuant to 81 OFR part.
228,"B1ll'et3'Oompanies Doing Business
with the United Btates .•,
(4) All negotia.ted contr&.ots (8xoept

those fOl'1888than the emall purchase
tbreshold) aW8.1'liec1by l'eoiplents Bha.ll
inolude a provision to the effeot that
the reolpi8l).t, ..HUD, the Oomptl.·oller
General of the United Bta.tes, or any of
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their duly authorized repreeentatlveB,
shall have aooua t.o any bQoks, doou-
me~t8, papers and·records of the eon-
tra.otor whioh ars dlreotlY'pertinent to
a. speoific program tor the pllrpose ot
ma.1dngaudita, exa.mina.tioDs,excerptll
a.ndtra.nsoriptiDJls.
(5) All oontracts, inolucllngama.11pur-

IIhases,awarcledby reoipients &Del their
oontra.otors aha.11conta.in the prooure-
ment proviaiona of appencllxA to thla
rme, as a.pplioa.ble.
(5~ JIB 47011, S8J1~.13. 199., al amendedat 72
JI'R '8492, D80. 2', 2007]

184.8& Reports and records.
<a> PUT1'o,e oj reports Ana records,

Pa.ragraphs {b) and (0) ot this seotion
eet forth the prooedures for monitoring
•.nd reporting on the reoipient's f1na.n-
Dialand progra.m performance and the
neoessary Il~da.rd reporting forms.
They a.l80 eet forth reoord retention re-
quirements.
(b) Monitoring And rsportf~g program

JlerftwlnGnoe. (1) :Reo1plentsars respon·
sible for manaling and monltorlnr
ea.ohprojeot, prorram, Ilubaward, funa-
tion or activity supported by the
•.ward. Recipients sha.ll monitor aub-
a.wa.rdeto eneure subreoipiente ha.ve
met the auci1t requirements as c1elln-
ea.tedIn §84.82(e).
(2) The ll'ederal awa.rdtnr agenoy

sha.ll presor1be the frequenoy with
which the performanoe reports sha.1lbe
submitted. Except at provided in para-
graph (b)eB)of this aeotiOD,per1'orm-
anoe reports aha11 not be required more
frequently than quarterly or lees fre-
quently than annua.lly. Annual reports
8ha.1lbe' due 90 oalendar days a.fter the
ll'1'antyea.r; quarterly or eemi-annuaJ
reporte shall be due 80 days after the
reporting period, The Federal awa.rding
agency may require annuaJ reports be-
fore the amrlversary dates er multiple
yee.r awards 1n lieu of theee require-
ments. The f'lna.1performance reports
a.re due 90 oalendar days after the expi-
ra.t1onor termination of the award.
(3) If inappropriate, a. fina.1teobnioal

or performanoe report shall not be re-
quired after completion of the projeot.
(4) When required, performanoe re-

ports shall ll'ener8.11ycontain, for ea.oh
award, brief informa.tion on'each of the
following: .

24 CFRSubtitle A (4-1- J 1 Edition)

(1) A oompa.rlson of aotua.1 aooom-
pUsbments with the roals and objec-
tlvea eata.bUshed for the· period, the
findings of the Investigator, or both.
Whenever approprla.te and the output
of programa or projeots oan be rea.d1ly
quantified, auch quantita.tive data
should be rela.ted to oost data. for com-
puta.tlon of unit ooats.

(11) Reasons why established goale
were not mat,lf a.ppropriate.
(6) Reolpiente Ilhallnot be required to

Bubmlt more than the orig1naJand two
ooples of performance reporta.
(6) Recipients shall immediately no-

tlfy HUD of developments tha.t ha.ve a
a1&'nifioantimPact on the award-eup-
ported a.otivitiea. .AlBo. notification
shall be liven in the oaae of problems,
dela.ya, or &.dverse oonditions whioh
materially lmpa.ir the a.blllty to meet
the objeotives of the award. This notlfi·
cation shall include a ata.tement of the
actlon taken or contemplated, and any
aas1st8,Jl09needed to resolve the situa-
tion.
('1) HUD may make site visits, AS

needed.
(ll) HOD shaJl oomply with olearanoe

requirements of 6 Oll'Rpart 1800 when
requesting per1'ormance data from re-
otplents.
(0) Retention ana aooeBl requirements

Jor record8. (1) Thia paragraph (0) aete
forth reQuirementa [or record retention
and a.coeeato reoords for awards to re-
otpienta. Federal a.wa.rdinr agencies
shall not impolle any other reoord re-
tention or a00888 requirements upon
reotpients.
. (2) F1nancial reoords. supporting doc-
uments, statistical reoords, and all
other reoords perfitnent to an awa.r4
shall be retained for a period of tbJoee
yeara from the da.te of submisBionof
the fina.l expenditure report or, for
a.wards that are renewed q~lY or
annua.lly, from the date ot the submie-
Bion of the quarterly or annual fina.n-
cial report. as autbo'r1Iledby HOD. The
only exceptions are the follow1nr.
(i) If any l1t1ratiou, olaim, or a.wUti.B

atarted before the expiratiDJl of the 3-
year period, the records Ilha.ll be re-
tained until all l1t1ration, claims or
audit findings invo)vinr the reoords
have been resolved and fina.l action
taken.
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, (11) Reoords for real property and
equipment a.CIQuiredwith Federal funds
shall be retained for 8 ye8.l'8 aftar final
disposition.

(111) When ree01'de are transfer.red to
or maintained by the Federal a.warding
agency, the 8-year retention require-
ment is not appl1oa.ble to the recipient.
(8) Oopies of or1a1nal l'tloordB may be

substituted for the original reoords if
authorized by HOD.
(4) BUD aha.11request tranBfer of oer-

ta1n records to ita o~ from recipi-
ents when it determines tha.t the
reoords possess long term retention
value. HOW8V~, in order to av01d dupli-'
cate l'8cordkeeping, HOD ma.y make ar-
rangements for reo1pients to retain a.ny
reoorda that are oontinuously needed
for joint U88.
(6) HOD, the Inspeotor General,

Oomptroner General of the United
Sta.tea. 01'any of their duly a.uthorized
representa.tivsa. ha.ve the rfa"ht or time-
ly a.nd unrestrio1;8d aooeBS to any
booka, dooumen1;lJ, pa.pers, or other
reoorda of recipients that are pertinent
to the •.warde. in order to make audits.
examinations, exoerpts, tra.Jl8ai'iptB and
oopies 01' sllob doouments. Tbis r1ght
also includes timely and 1'888OD.a.bleac-
oe88 to a reoipient'e personnsl' for the
purpose o1interv1ew a.nd diJIous.1on ra-
1a.ted to suob doouments. The rights of
a.ooeas in th1a pa.ra.rra.ph (0)(6) are not
l1m1ted to the required retention pe-
riod, but sb&U lut 'as long as reoorda
a.re reta.ined. .
(6) Unl888 requil'8d by ata.tnte. HuD

shall not place restriotions on reo1pj.-
ents that limit publio a.CIOBSIIto the
reoords or recipients ibat are pertinent
to a.n award. exoept when BUD can
demonstrate tha.t such recorda Bhall' ba
'kept confidential a.nd would have been
exempted :trom dtllcloaure PW'8uant to
the .Freedom of Information .Aot (5
U.S.O. 552) if the reoords had belonged
toHUD.

§84.86 TermlulltioD BDdenforollJl]ent.
(a) Termination. (1) Awa.rdll may be

term1ua.ted in whole or In PBJ.'t only 11'
paragl'aphe (a.)(l)(i), (a)(l)(11). or
(a.)(1)(111)or this seotion apply.
(1) B;\' BUD. if a recipient mat8l'ia.Uy

fana to coinply with the termS an(l eon-
ditione of a.n a.Wa.l.'d.

!
I
I
I
I
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(11) By BUD with the ooneent of tHe
recipient. in which ~e the two parties
shall agree upon the termination eon-
ditione. including the efieotive date
and. in the case of pa.rt1al ternrlna.tion
the portion to beierm1nated. '
(111)By the reo1pient upon sending to

HOD written nQtWoa.tion Betting forth
the reasons ror suoli termination, the
efieotive date. and. in the oa.ee of par-
tia1 termination, the portion to be ter-
minated. Howwer. if HOD determines
in the oaBll,of pa.rt1a.l,termination that
the reduoed or mod1f.\ed portion of the
gra.nt will not aooomplish the purposes
for which thegJ;'ll.Ilt was made.1t may
termina.te the grant in its entirety
under either paragraphs .(a}(lXi) or
(a)(l)(11) or this seotio~.
(2) If ooats are a.11owe(l Under an

award. the responsibilities of the re-
cipient l'fI1arred to in 184.87(a)(1), in-
cluding thoee for property management
as applioa.ble. ~ be oonsidel'e4 in the
termination of the award. and provi-
1I10n shall be made for oontinu1Ilg ze-
sponll1bUlt1es of the reoipient atter ter-
mination, a.aappropria.te.

(8) !:C ooate a.re allowed. the cost prin-
cipleein §aU7 applY, even though the
awa.rd was made on a ltunp-sUIn basts.
Alternatively, a term1nation settle-
ment may be rea.obed by prorlloting the
grant e.mOW1t aga.1net the peroentBire
of compl&t1on or by Bome other lllethOd
as determined bY the Grant Qffioer. aa
long as the metho(l used results in an
equitable aettlement to both parties.
(b) EnJofCBment-(l) Remedfes lor non-

oompliance. If a recip1ent materially
fa.1la to oomply with the terms and eon-
ditione of an award. whether Btated in
a Federal statute, regulation. aasur-
anoe, a.pplication. or notice of awa.rd •.
HUn may,in addition to bnposhlg, any
or the special oonditione outlined in
584.14, take one or more ot the fol-
lOwing' actio.us, as apPl'oPlia.te in the
oiroUD'lsta.nces.
(1) Temporarily withhold oash pay-

ments pending correotion or the defi-
cienoy by the reo1pient or more severe
enforoement action by HOD.

(11) Wholly or partly suspend or ter-
mina.te the ourrent a.wa.rd~
(111)W:ltbhold further awarde for the

project 01' program.
(1v) Take other rem'ed1ea that ma.y be

legally available.
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. (2) Heal'lngs a.mIappeals. In ta.kinJ an
enforollment action. HUD sha.ll providll
the recipient a.n opportUlllty ror hear-
Ing, appe&l, or other a.dmlnistrative
prooeeding to which the reotpient Ie en-
ti tIed' under a.ny Bta.tute or regulation
a.ppl1oa.blllto the a.otion involved.
(8) Effeots '0/ BUBpension' and tatmi-

nation. OoBts of a. reoiplent resultinr
!rom obl1ll'a.tionil inolUTed by the re-
oipient durlnr &. auspension or atter
terin1na.tion of an award arll not aJ.low-
able unlesa HUD expressly authorises
them in the notice or 8usptm8lon or ter-
mination or subsequently. Other reotpi-
ent oOllts during 8uspension or atter
termina.tion which are nSOBBaary and
not reasona.blY a.volda.ble are allowable
if pa.ragra.pha (b)(8)(1) and (b)(8)(11) of
this seotion apply. .
(1) The coata result from obligations .

w~ich were properly inoUlTed by the re-
oipient before the etl'eot1ve date of SUB-
penelon or termination, are not in an-
ticipation or it. a.nd in the case or a ter-
m1na.tion. are Donoancell&ble.
(11) The DOBts would be a.llowa.ble 11'

the awa.rd were Dot suspended or ex-
pired norma.Ui a.t the end of the fund-
ing period in which the termination
takes effeot.
(4) ReICltiIlMhjp to dBbarment and BUB-

pen,slon. The enforoement remedies
Identified in this seotion, inoluding
IIllspension and tsrmin&tlon, do not
preolude a reo1plent from being subjeot
to deba.rment and. suspension under
RUD's reglllations at 2 OFRo pa.rt 11424
(see 184.18).
[69 FIt 4'011. Sept. 18, 11l9t. as amended a.t '1~
PIt '18dll2. Dao. 27. 200'/]

§84.8'7 Closeout procedUl'ell, subse-
quent adiustmente and contInumg
responslblnt18ll.

(a) Oloseout procedures. (1) Recipients
Bhall au~it, 'Within 90 oa.lendar d&YlI
after the date of completion of the
aWard. all fina.noiaJ, performance, and
other reports as requtred by the terms
and oonditione of the awa.rd. BUD may
approve extensions when requested by
the reo1p1ent.
(2) The reolpient shall aooount ror

a.ny raa.l and persona.! property t.O-
quired with Federa.l funds or reoeived
from the Federa.l Government in ao-
cordanoe with §§84..B8(b) through (g).

24 CFRSubtitle A (4-1-1 1 Edition)

(b) SubB6q1Ulnt aclJmtmentf and 0011-
tln.uint/ reBJ)OnBtbflttfeB. (1) The olcsecut
of an &.Ward doeenot a.Ueot any of the
following: .
(1) Audit requirements in §8U16.
(ii) Property management require-

ments in 1184..88(b)through (g).
(11i) Reoords retention II.Il required in

184..511.
(2) After closeout of &n award, a rela.-

tionship orsa.ted under an award may
be modified or ended in Whole or In
part with the ooneent of HOD and the
reoipient.provided the reipons1b1l1tles
or the reo1pient are oonsidered and pro-
vlBione made for oontlnulng respon-
aibUltles or the recipient, as appro-
priate.

APPBNDIX A TO PART B4-00N'1'1l.AOT
. PROVlBION8

All oontracts. aWaNed by a. reoipient in-
oludb>&' ema.U purobaeeB, shall oonta.ln the
followJng prQviaionB &I a.pp1ioable: .
. 1. BqtICIlBmJlIo1mt11C OJIportumtu-AU con-
traots Bhan oontam a. Pl'OviIion reQllir12lg
ooJDJillanoe With m.o. 11248,"Jlqual llImplo),·
ment OpportlDlitv," as am,nC)aIIbv 1lI.0.
11876. "AmencUng ]lxeGulltYIlOrder 111M8 Be-
l•.tl~ to EqU&l DmploYlllent Opportunity."
a.nd as aupplemented by recula.tions at 41
om part 80. "omoe or Federal Oon traot
OomplI~oe Pl'Orrama. Ilqual JPmploVJllent
OpportunS",. Dopa.rtmentofLe.bor."
~. ao"Jlond ".AnU-Klokbaak" Am (18 U.S.C.

'"1 and 10 U.S.C• .218Q}-AlIoontraote a.nd Illb·
rrants in exOIlll or HOOO tor OOIletruOtlOJl or
repll.1r awude4 bY reo1p1811taa.nd eubl'8ol.pi-
entllllba.11 molude aproyl8lon for complianoe
with the OO)lBla.nd "Antl·lOokbaok" Aot (1S
U.S.O. ~.). as sUpplemented by Department
of Labor relUlationB (29on part 8, "Oon-
traotal'll and SubDOntraotora on Publio BuUd-
Ing or Publio Work Flnuoa/l in Whole or in
Part bY LoeB or Gra.nte £rom the United
States"l. '1'he Aot proVides that ••.ob oon-
traotor or 81l.breol.pi8Dt shall ba prohibited
from Jndllolng. bY &IIVmeans. any person
employ.a in the ooutruotlon. oompletion. or
repa.ir of publio work, to live up any pa.rt or
the oamp_tlon to whlob he U otherwise
entitled. '!'hI! reolpient shall report all BUI-
peoted or reported 'l'1ola.t1onsW HUD. .
8. DlItolB·BMfIl'l Aelt. lIB lUIIended (40 U.B.a.

Z160 to A-r)-When required by Federal pro-
rram leg1slat1on. an oonetruotlon oontra.ots
awarded by the reotplente and Bubrlllc1piente
ot more tban $1000 lIball inolude a proYIe!on
tor oompl1a.noe with tbe Da.vle·Baoon Aot etO
U,S.O. 278•. to •. '1) aDd 81 Bupplemented bY
Department or Labor regulatlQnB (:19 on
part 6. "Labor St&ndar4a Provisions ~pplloa-
ble to Oontraots GOT'rlling p,aeran)' Fi·
nanoed MId AaIIl8ted ponBtl'll.otlon"). Under

4BB

ArrACHMENT •••••.0....•..._.
PAGE ~••~.k..OF _.?.J.... PAGES



-----------------~ --------,....,.-~----------

Office or .he secretary, HUD

lbia Aot. OODtraotora alla.11be required to Jl43"
wagaa to labDJ'lI1'IIand JIleobMlIOll a.t a :ra.te
not 18811 than tbe minimum wa.ps apeoltled
in a. ware determination made by the Seo-
retAry· or Labor. In addition, oontraotora
.baJl be req\dred to »1.7 wages Jlot lell than
OJlDBa week; Tbe reolplent all•.ll pla.oe a. oopY
or thll ourreDt pre,alHDg wage detlll'JDination
Jaaued by the Department ot Labor in eaob
80J1olta.tlDlllIDd the a.ward oC a oontraot ,ball
be oonditioDed UJlDDthe aooeptr,nOll ot the
w•.•.e daterm1Da.tlDD. The reD1Pient 1Bba.11re-
)lon a.11auapeoted or reported Violations to
BUD.
4. CtmtrlloJ' WlITk Hp'llTI lind 8rIIetv Standarlfl

Act (10 V.8.C. J2? U!.rough 333)-Whero •.ppll-
oa.ble, a.11Ilonla'aota •.warded by reoiplente In
exllell$ or SlI000 for oDDet1'uotlOllOODtraOtaand
In ex088ll or J2600 tor other oontra.ota tha.t bI-
volve the emplll3'Jllant ot JIlllObulaa 01' I•.bor-
era .haJJ inolude·a. P1'ovlelon tor ODmplianDB
wiSh SlIOtlOJll 103 and 107 or the Clcmtraot
Work Houra ud satety Sta.Ddards Aot (fO
U.S.O. 8l1'7..a88). aa so,pplemented by Dapa.:rt-
JIlBllt or La.bo1' :ra.guJ•.tlons (lit Oft part 6).
Under Slotton 102 ot the Act, ea.ol1 oon-
tra.otor Sha.lJ be reqUired to oompute 1lhe
w•.•.u or BVtll'Fmeoha.nlo and laborer 011the
baala of a. ata.nda.rd workwllltlk or «0 houra.
Work in U088II or the ,ta.Dda.rd workweek 111
)lermJaaible provided that tbe worker la oom-
penaated at a r •.ta ,oC not leBS thul'h t1mea
the ba.el0 ra.te or pa.y ror a.JJ boUl'll work&d in
ex~ oC «0 hoUl'll iD the workweek. SeotioD
10? or the Aot Is .,pplloable to· OOD8WuotlOD
work and provides that no Jabol'e1' or me-
obanl0 .aba.ll be requlrall to work 1D 1Ul'-
rolmdl:aes or UDder workln&' oondltloD8
wldob ar'e \UISIllI1t&17, huardoua or du-
,aroU8. Thele 1'IIqu1remantado not apply to
the purob •.••• er 8upp11111or JIlaterla.la or ar-
tiolaa ordlnar11J' ava11abla QlI the opan mar-
ket. or oontraote ror traDa]lllJ'tl\.t1on or trans-
m1Balon oCintaJllgenoa.
. 6. 1Ughtl tb InveMlon. Made Under a Ool~-
&raot lIT Agreement-Oontracts or &r1'eementa
tor the perform&noa or exper1mentsl, deval-
opmenta.l. or J'88aarob work Ihall provlde for
the 1'1,hts or the lI'ed81'&1GOV81'llDlant uti
the reolplant III U3" l'lIIulfllng invention 1n
a.ooor4l1DoeWith 87 OFR part fOl, ,"Rlgbte to
ID.vlIDtioD61IIMe by Nonprofit OrraniaatlOllB
apd Sma.lJ BuB1ne.1 J!'1rme Uadal', GoV81'l1-
JIleDb GI'anMl, OODllra.otll •.ud Ooopera.tive
Agreements." and anJ' Implementing regul..,
tiona iealled by RUD.

8. Gieo.n Air Aat (42 U.S.C. 7401 st Sllt/.) and
the Federcll Water J'ollll"orl Control Act (33
U.S.C. 1161 « 18".). lUI amllllded-Oontraota
and 8Ubgra.nts of amounts fu exoeaB or
1100.000 sba.J1 ooniain •• provision that re-
quires the reolplent to ".1'88 to oomply wIth
aU a.pplioable standarda, ol'del'lI Or l'llll'uJa-
tlon8 118ued pnratu\.Jlt to the Olean Ab' Aot
(42 U.S.O. 'fO) .t 18(1.) and the Fedel'Al Watsr
POl1UtlO1lOonu'ol·Aot as amended (83 U.S.O.
llSl « "(1.). Vlolatioils allall be l'8portell to
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BUD Uld the Regional Omoe 01' the lIlIlvlron·
mental Proteotlon Aren07 (lOPA).

7. Burd An"-LobbUlng Ammdlllmt (31 U.S.C.
1352)-Oontraoton who apply or bid lor aJI
&w•.1'4 of Sl00,OOO 01' more Ihall 1118 the re-
qu1rad oertif1oa.t1on.lDaoh tier oertifies to
the tim' above tha.t. It wlJl DOt.aJld hu not
used Federal a.ppro]ll'l&tad flIDti8 to PQ: any
penon 01' Dl'/r1lD11&ttonlor 1n1luano1ng or &t-
taJllPtlD, tQ innUIl108 Ul omoer Dr employee
or a.DY•.•.eIlO3'••. member 01' 001lP_. oMoer
01' employee oC OOI1ll1'888.01' an 8M»loyee or a
lDlllnb81' oC ClongrBll$ in oonneotion with 0b-
ta.1ninr a.Il3"Federa.l oontraoli. rrant or a.DY
other award ooverad Ii3' 81 U.S.O, 1ll62. lIIaoh
t1er allall a.lao dl101aae any lobbying with
DOll·FederaJ 1lulds that take. pl&oe moon-
Deotion with obkinlng any Federal aWard.
SuGh dlaoloeure8 'are forwarded from tier to
tier up to the reolplent.
[69 FR 4'1011, Sept. IS. lllllA; as amended •.I'. '12
FR 7M88. Deo. lI'1. 1I00'IJ

j
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PART 86-ADMINISTRATIVE RE-
QUIREMENTS FOR GRANTS AND
COOPERATIVE AGREEMENTS TO
STATE, LOCAL AND FEDERALLY
RECOGNIZED INDIAN TRIBAL
GOVERNMENTS

Subpart A-General t
I
I

I
SeD.
86.1 Purpoae and HOopaof th1l; part.
8&.2 Soope of BUbPI.l't
8U Def1nitiOJlI.
8&.4 A»Pl1oabDlW.
8&.6 Erreot on other laall8.l108a. ,
86.8 AddltlOJll a.Ji(Iezoaptions.

Subpar! 8-P'e·Award Requlrement$

8&.10 Forml ror applY1D8'tor !rl'&ll.ts.
8&.11 Stl!otllplans.
86.111 Speo~a.l grant 01' 8ubgrant oondlt101l&

ror'''high-r1Bk'' g1'wteeB.

Subpart C-':P6sl~Award Requirements

lI'INANQW, ADMINIsTRATION

8&.20 Standards ror finanola.l management
BYltamS.

8&.21 Pa.3'Dlenli.
8&.22 Allowable oOltS.
86.ll3 Parlod DCava.llablllty 01 funde.
86.24 Ma.tobtng or ooat sharing.
86.96 Pl·Ogra.m iDoome.
86.26 Non·Fadel'a) audit.

OBANGDB. l'RoPBRTl'. AND SUBAWAllDS- .,
86.80 OhUlgBS.
86.81 Rea.1P1'Opm'ty.
86.82 lIIqlii:Pm&nt.
'8US Supplies.
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PI. 230
8. Indireot ooa\ allooa.tlODJ not ualng ra.tes.

In oertain IItDatioD8, a ,ovlIl'J1ment&l DDtt.
beoau •• of the JllI,t~'B or lt1! awards, rna)' be
rsqulrllll to develop a 008t allooatlon pllUl
that dlatrlbutes Indlreot (lUld. in lome 0&8 •••
dlreot) oaeta to the aJHioiflo 1aD41ng 80\11'08 ••
In tbeae _a. a JUL~'J'atlYBCOlt &lIOOa.tlOD
methollo]ol'f should be developed. doou-
ment.ed. malnta.1nBd for a.ud1t, or IlUbmtttBd,
a.e a.pprO]lrl••tll. to tIle oopilallt ..,aDoy for
1'evlew, n8l'o$1atloJl, 'and a)ipronJ,
t. Appeals. If a dlaputeamie. tD a naroua.-

tion of a.n iDdlreot OOlt ra.te (or othel' rAte)
between the oopilllZlt lLf8l1C17ed the ,OY-
ernmentaJ tm1t, the dlapute BlulJI be resolved
In &ooordanOll with tbe appeaJa ]I1'ooedui'es or
tbe oocntl&Dt. UBJlC17:
6. Oollectlon of lUI&llowabJe ooste ••nd erro-

neous pa.somenta. Ooatll IPell11loaJ)y Identified
f.B unallowable Gd oba,rrtid to FBdera.l
a.warde BUber di~ot1y or Indl.reotl;Y will be
refUndell (IDo1ud\nf Interest aba.rpa.ble In
aooordUl08 with applfoa.bJe Jl'ederaJ arenoy
1'elr\1la.tloDB).
6. OMB aallBtanoe. To the extent ~at prob-

lems are enoountered among the. Federal
, agmo1.. anOl~' ,ovarmnental unita In Don·
neotlon with the DllI'o$1ation all. apprbval
pro0888, o:MilwtlI lind •••s1etanoa. as re-
quired, to r8lOlv8sDoh problems in •• t1mell'
mUUler.

PARTS226 ••.229 [.RESERVED]

PART 23D-COST PRINCIPLES FOR
NON-PROFIT ORGANIZATIONS
(OMB CIRCULAR A-122)

Sep.
280.5 PU11IOI8.
280.10 Soope.
280.15 POll!lJ.·
280.20 A,pplloabllity.
28Jl.ll6 DeUnltloDi
280.80 Ol\!B l'e8poDslb111ttBl.
280.l\fi lI'edera.1•.••noy 1'88POna1bll1tiu.
280.40 :m1'1eotl.vB(late of oh~8'ea.
28MIi ll.aI&tl.OJlIhtpto pra'floUli JaBuUloe.
280.50 Il1forma.tlon ODntaot ..
APPJINDlX A TO PABlt 28D-GlllNDRAL pJlJN.

DIPIBS .
APPJIINDIX B TO PART 28~ ITBMB OF

COST
APPBNmX 0 '.l'O PART 230-NON-PROJI'l'l' ORGA-

NIZATIONS NOT .8lll1JBOT'.l'9 Tms PART

AUTBOlU!l'r! 81 U.S,Q. 608; 81 V.S,O. 1111; 41
U.S.O. 405:Beol'pnlzt.G1oD Plan No. II ot 19'10;
n.o, 116U, 86 FR 10'l3~. a OF!!., 1866-1970. p. 889

SOUBtllll;'0 lI'll. 6192'1, AUIr. 81, IlO06, unleBB
otherwise noted.

2 CFRCh.n (1-1-09 Edition)

U80.1i Purpose.
This part esta.b1ishes principles fol'

determining ooste of gl'llJl.tB,oontrAots
and other ag'l'8ements with non-profit
organiza.tions.

U80.10 Soope.
(a) Th1e. pm does not apply to 001-

leges and univel'll1ties which a.re cov-
ered by 2 OFR pa.rt 220 Oost Prinoiples
for Eduoational J:n8t1tutl.onsCOMB Oir-
oulu .A-al); State, looaJ, and federaJ.ly-
reoognized Indian tribal governments
which ue oovered by 2 OFR pm 225
Oost .Prinoiples for State. Looal. and
Indian Tribal Govel'111DentB(OMB 01r-
otilu A-8'1);or hospitals.
(b) The prinoip1es deaJ with the sub-

jeot of oost determination, and make
no a.ttempt to identify the a1r-
oumsta.noes or diotate the extent of
agency and' non-profit orga.n1zll.tion
pa.rtlcipa.tion in the fJna.no1ntof a.pa.r-
tloula.r project. Prov1Bionfor profit or
other iDorement above oost; 18 outside
the ~oopeof this pa.rt.

1280.16 .po~oy.
The pi'1n.c1ples.a.re designed to Ill'O-

vide tha.t the Federal Government beu'
its fair share of oosts exoept whllre re-
strioted or prohib1ted by law. The prin-
oiples do not attempt to prel!Glibe the
extent of oost shuinlr or ma.toh1ng on
gra.nte, oontracts. or other agreements.
However, suob oost sh&riDgor ma.toh-
ing shall not be a<loompl1Bhedthrough
a.rbltrary limitations on mdtvic1Wltl
oost elements by Federal a.genoies.

t 280.20 Appl1oabllity.
(a) These prinoiples Bha.llbe used by

all Federal a.genoies in detel'm1D1ngthe
ooBts of work performed by non-pl'ofit
orga.n1l&tiOnBunder grants, ooopera-
tive a.greements, Dost reimbursement
oontl'aots, and other oontracts iDwhioh
oosts IlJ'8 used in pricing, administra-
tion, 01' settlement. All of these instru-
ments a.re herea.fter referred to as
a.wa.rdil.The prinoiples do not apply to
awards under which an orpnizl\tlon is
not required to aooount to the Federal
Government for a.otual oosts inourred.
(b) All cost re1mbursement sub-

awards (SUbgl'a.nts,suboontrac1;fi, etc.)

r
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a.re lubjeot to thOBBFederaJ oost prin-
ciples a.ppl1ca.ble to the partioular or-
ranl.lla.tion conoerned. .Thus,· if a.
lubaward ie to a non-profit ol'8'a.niza-
tion, thil part abaJl a.pply: if a
lubaward is to a. commero1a.l orga.n1za.-
t10n, the· OOlt prinoipltll a.pplioable to
commeroia.] oonoernl sha.ll apply: if a.
luba.ward 18. to a ooUep or universitv,
2 on part 1120 shall app1y: if a.
8ubaward ie to a Sta1iB, low, or feder-
allY-reoognized India.n triba.l govern-
ment, 2 OFR part 225 BhllJl apply.
(0) Rxolusion of lome non-profit or-

ga.niza.tions. Some non-profit Orga.nizJr
tions, beoause or their sime and na.ture
of operations, oa.n be oonsidered to be
similar to commercial oonoerns tor
purpoae of a.pplloabillty ot oost prin-
ciples. Buob non-profit org'a.niza.tions
shaJl operate under Federa.l coat prin-
ciples applioable to oommero1aJ. con-
oems, A listing of these Ol'8'aniotioll6
is oontamed in ApPflJ)dix C to this lIart.
Other orga.n1J:ations :ma.ybe a4ded from
time to time.

§280.26 DefbdtiOJ18.
(a) Non-profit organization means

any corporation, trust, assooia.tion, 00-
opera.tive, or other orll'a.n1zat1on whioh:

(1) Is ppsrated primarily for so1-
IlJ1tWo, eduos.tional, lamoa, oba.r1-
table,ore1mtlar purpOS88 in the publio
interest;
(2) Is not organized primarily for

profl.t: and
(8) Uses its net prooeeds to mainta.1n,

improve, and/Qrexpand itl! operations.
For this purpose, the term "non-profit
0l'8'Bn1za.tion" exoludes oolleges and
universities; hospita.ls: Sta.te, local,
a.nd federa.lly-reoogn1sed Indian triba.l

. governments: and those non-profit 01'-
ga.n1za.tions whioh are exoluded from
ooverage of this part in acoordanoe
with 1280.20(0).
(b) Prior a.pproval means seouring the

awa.rdiIig agency's perm1BSion in ad-
vanoe to mour cost for those items
that a.re deli1gnated IIoll requiring prior
approva.l by the part aJld tts App&n-
d1088.Genera.llY this permission will be
in writing. Where an item of oost re-
quir1ng prior approva.l 18 speoified in
the budget of an a.wa.rd, approva.l of the
budget oonstitute.! approva.l at tha.t
oost.

5230.50

§J80.80 OMB reeponslbiUties.
OMB may gra.nt exoept10ns to the re-

quirements ot this part when permis-
sible under existtnr law. However, in
the interest of aohievinll' ma.ximum
uniformity, exoeptions will be per-
mitted only in highly unusaal otr-
cumstanoes. ..

f 280.815 Federal Prenoy respouslblJ.
ltlllll,

The bead or eaoh Federal agenoy that
awa.rds and adm1ntsters grants and
agreements subject to this part is re-
sponsible for requaatmr approva.l from
and/or consulting with OMB (1Ioll appli-
o•.ble) for deviation. tram the guidance
in thea.pp81ldioes to this part and per"
forming the applicable f\motions Ipeci-
fied In the appendices to th1a part.

§280.40 EffectIve date of changes.
The provisions of this part are effec-

tive August 81, 2005. Implementa.tion
shaJl be phased 1n by moorporat1ng the
provisions into neW awards made after
the start of the orra.niza.t1on's next fis-
oal year. For ex1stmg awa.rds, the new
prinoiples ma.y be applied if an organi-
zation and the ooll'Jliza.nt Fe4era.l &.gtlD·
Oy agree. Bla.rlier implementation, or &
dela.y in implementation of indiv:l.dual
provisions, 1s a.1sopermltted by mutual
: agreement between an Ol'i'an1za.t1on
and the cogn1mant Federal agenoy.

f 280.46 RelatiOnship to previous
issuance.

(a) The guidance 1n this pa.rt pre-
Viously was issued a.s OMB Circular A-
132. Appendix A to this part oontains
the guida.noe that WIIoll in Attaobment A
(genera.l prinoiples) to the· OMB oir-
oula.r; Appendix Boonta1n8 the gu1d-
ance that was in A.ttachment B (Se-
leoted items of oost) to the OMB oir-
oular; a.nd Appendix C oont&1Da the in-
formation tha.t Will in A.ttachment 0
(non-profit orga,niIations not sub3eot to
the Oirotlla.r) to the OMB oiroula.r.

(b) HistorioaJly, OMB O1roular A-122
superseded oost prinoiples issued by in-
dividua.l a.gen01es for non-profit orga.n1-
za.tions.· .

1180.150 IDfol'Jllation oontaot.
Further informa.tion oonoerning this

part may be obtained by contacting thE!
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Offioe of Federal Financ1aJ Manage-
ment, aMB, Washington, DO 20608,
telephone (202) 996-8998.

MPENmX A TO PART 29O-GlIa'OIi&AL
PlUNOIPLBS

Gl1Jl1Ill.AL PJlJNQlPL1IlS

TABLa OF 00NT.mms

A. Baslo OODSideratioD.
1.Oomposltion of totaJ DOBts
~. Factol'll afl'llotlD&'aJiowabnlty at ooata
8.Il.eaIiDJI&bleoons
4. Allooable OOllti
6• .A,ppllClAbleDrllditl
6. AdvlIDoe uuderatllDdlnp
'I. Ooadl1i1ouaJexemptioDs

B. Direot Dolts . .
O. Indlreot Costs
D. Allooaticm of InL'lireot Oosts aDd Datar-

mlnatioli at Indlreot Ooat Rates
1. GeaBl'Al
2. Simlllined &llooation method
S.Multiple &lloo•.tiOJl bale method
4. Direot &l)oo•.tioa method
6. Speoi&l mdl1'8llt OOlltrates

lil. Negotiation and Approval of Ind!1'eot Oost
Rates

1.De1lJlltillJlfl
2. Nerotia.tI!ln- and aJl1l1'OVaIof ratu

G~ PJlJNIlIPLB$

A. Ba.&10OoJl81deratioDs
1. OQIDliollltion of tot.aJ ooats. Tbe total

oost of an award Is the IItWIof the &llowable
d1reot a.nd all00abla IndiTeot OOllts leas aDY
allJlliaable oradIts.
2. l1'aotol'li &fieoldng aJlowa.bflitly ot cOati.

To be aJlowable under an •.ward, OOBtamUllt
maet thelonowiDg genera.! orItlll.'ia:
a. Be reasonable for the :performanoe of the

award IIDd be aJlooable thereto under thea8
prinoiplea. -
b. Oonform to a.ny l1mltatloDB 01' exolu-

SiODBeet forth fn theae priDoipla8 or in the
a.wa.rd B8to WP88 or amolUlt 01 oost It8J1U1.
c. Be ODDaletent with poUoi8a and prooe-

dures that a.PJlly1U1lformly to botb federally'
flnanoed and other activitias oUhe orJra.nlsa.·
tion. _
d. Be aCOOl'dedoODsiabent treatmeDt.
e. Be de~ermfned I.JI aooordanoe with gen-

erally aooepted aooountiDl' prinolples
(GAAP).
r. Not beinolll.ded aa a oost or Dsed to_meat

cost Bharfnc or matohiag -raQu1raments of
any othar facllll.'a1ly-flnanoeil progra.nl tn ei-
ther th. olU'nnt ora prJol' :perJod.
If. B. adeQua\.ly dOC!IUDeJl,ted.-
8. Reasonable oosts. A -oostle reasonable ti,

1n 1ts nature or amomt, It dotis -not eX08Bd
tlla.~ whioh would be inourred by a )11'qdlint
perIOD milal' tbe o1rolUDstanoaB ]ll'8VanlDr at
the time the deoi&1on was made to 1nou1' the

.'~.

2 CFRCh. II (1-10-09 Edition)

008t8. The question of the rlB8oDablen8BB of
apeoillo oosts must be lIDrDt.l.nisedwtbb par-
tioular oare 111oOUDeotion wtllh 01'll'ani18.tlonll
or lepa.ioa.tI dlv1l1OJle thereof which reoetva
the prepondaran08 of theil' eapport from
a.wards ma.de by lI'edera.1 &BBDoies.In deter-
mln1Dr tile reasonabien8BB of a given OOBt.
OODBld81'&tion811aJIbe given to:
a. Whethm' tha OOlt is or a type geDeraJly

reoognised as ordinlL1'F a.nd na088/1ary 1'01'liba
oparatioD of the organiza.tioD or tlIe perform-
a.uoa or the award.
b. Tbe rll/ltralnta or 1'8Qu1reml11ts impend

by Inob factol'li aa Irenerally acoepted sOUDd
buafn888 practtoee, arms leDl'tb bargal.Jl1ug,
Fsderal a.nd State la.wl a.ud regulations, a.ud
terms aDd oonditiOJIJI of the •.ward,
o. Whether·the fndividll.aJs oonD8rnad acted

with prudeDoe In tbe olrolUllBtanoes, oonald-
eriDr their rlllllloDBibillbl.es to li4e orPmma-
tlon, Its membar8, employees, a.nd ollen\ll.
the publio at larea, and libe 'Federal Govern-
ment. -

i1. Slrnifioant dllVla.tiDDBfrom the lllltab-
lIshed praot.loBB or the organ1Jlation whiob
ma.y nDjast11ta.bly fnoreaae tha a.ward ooete.
t, Allooabla DOlts. a. A ooat 18 allooa.bla to

a partl.oular 00Bt objeotive, euob I.e a. pant,
oontoraot, pr03ect, servioa, or oliber aot1vlty;
fn aooorda.nce with the ralative benefite re-
oaivad. A 0081; 18allooa.ble to a ll'ederal award
it it I. traa.tad obnll1Btently with other- ooate
iDourred tOl' -\be s&:me purpoae 1» like oir-
cum8tano88 a.nd If it:
(1) Is Inourred apeo1l1o&lb' for the a.ward. .
(la) Banefite both the a.ward &lid other work

and oan be cUatr1butad fn 1'tIII,1I0na.blepropor'
tion to tbe beDal1yraoeived, or
(8) 18 neoBBB&rY to the overaJl oJl8J'&tion or

the Orp.u1U.tiOIl, altlloUgl1 a cUreot 1',iation-
Bh1Ji to auy parUoolar cost ob,.otlve OI31Dot
be lIhown,
b. An3' oost alloOli.ble to a part;loolar award

01' other ooat objeotive under these prJ.no1plea
ma.y Dot be lIh1fted to other lI'adaraJ a.warda
to overoomeflmdfng'delloiBJIolei, 01' to a.void
restl'1otlonB imposed by la.w or by the te'rms
of tha aWard.6: Applioable 0l'8d1t1. &. Tbe term &}lPllo8.-
ble orad! ts l'arm'S to thoee reoeipts, 01' reduo-
tion of expenditures whiob operata to offllat
01'redDoe expSDae items tba.t are aUooa.ble to
a.wal'ds B8 dtreot or I.JIdb,.ot oosta. Typioa.l
examplas of sllah 1i1'&Dsaobionsare:Purobue
diaoouatB, l'eba.teB or &1lowaaoBI, 1'8ODVarlas
Dr fndllJl111ltleBon 10BSllB,l.JIsurl.DOB refunds,
aad adJ\lstments of overp&YJIlenta 01' Brro-
DeoWl cblol.'8'as.To the extent that ell,ch Dred·
Its !Loorulna' or reoalved byt.be orga.ulaa.tloD
relata to allowable oOBl;,they &halJ be ored-
Ited to the 11'8del'&1GoverDJllent Bither e.s a
ooet l'8duotlon or O&8b refuDd, as a.ppro·
Pl'1ats. _ '
b. In somelnBt&IlOeS, the amoDD\s-reoalved

-from the ll'edaral Governmant to f1I1anoe 01'-
ganl ••.tionai a.otivltles or 881'vioa opara.tioDs
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should be trea.ted u appl10able 0)'84tte. 8pe-
olDoaUy, the oonoept of netting 8uoh O1'8dlt
Items a.p.ln8t related expendJtllreB mould be
ajlpl1ed by the orpn1la.tlon· to determining
the ra.tea 01' amountl to be oharlfed to Fed·
eral awards ror servJoea relldered wbenevlll'
the fa.o1litlea or other 1'lIlIouroe. uasd III pro·
vldlna' suob BervloBll have been finanoell dl·
reotly, In whole or In part, by P'ederal flUId••
e, P'or rill •• oovlII'lnlf propam Inoome (I,e"

,rop Inoome euned from federally ••up.
ported aotlVitl8l) ••• ,SU,IK or 2 Oll'I/. JlI.I't
816 Uoltorm Admlnl.bra.tlve Reqlllrementa
ror Grants and AaTeamenlll wltb illallllluttODB
of lI1Jher mduoatlon, Hoaplllal8, and Otber
NOIl-ProDt Orran1ll8.tloDB (OM]! Olroular 11.-
110). .
B. Advanoe \UI/l8l'11t••ndlngll. Undlll' any

given ••ward, the reuon&blen •• s aDd
auooablltty of oertetD Items of ooatl may be
dlffloult to dets1'1'01ll8. This ill partioularly
trl1e 111oonneotlon with orp.nta.t1ons tba.t
reoelvs a prepondere.n08 01 their SUl/Port
from Pederal arenolea. In ordllr to avoid sub·
8ll(Jl1ent d18a1lowaDoe or dispute ballad on
lUlJ'8ll8Onablaness or oonallooabllity. It 18
orten desirable to leek a wrllltan •• reammt
with the oopta.nt or aWaJ'dJilg &gaO)' 1DIld-
vanoll of thll 1D0111TllDOlIof llJlIlolal or uDunal
oosts. The abllliiOll or a.n edV&lI08 agreement.
ODany elemllnt of 00110 will oot, tn ltee1f, af·
reot the reallODablllD8Il8 or allooabWty of
tbat 8lemeDt.

't.Conditional ulImptione. a. OMB author-
Izes 00n41t1one.l exemptloD from OMS admiD·
1atratlve requirementl aDd OOlt prlnotple8
lor oartato Jl'ed.ral program. with eiatu·
torily-authorl.ed oonaoltdated plaDmnr and
oonBollda.ted aclmiD1atra.lilve fUD41nr, thI.t
are identJ.fied by a Jl'ederal arenoy and ,,1)-
proved by the b.ad of the BxeoUtlvB depa.rll-
mel1t 01' eatabliBbment. A Jl'ederal •••.8II0y
lIhall oon.u1t with OMB durtng 1ta oone14er-
••tion of whether to Il1'llDt8uob IlDexemption.
b. '1'0 promots eft101enoy in Stats IlDd looal

prognm adm1Diltratlon, when Jl'adaral non-
entlUement programs with oommon pur·
p0888 have lIP801fio at •.tlltorllY-authorilBd
oOllliolidatad p)&DJIiJIr IlDd oOnlolldated ad·
m1n1etralilve fIlDd1nll'and wberemoat ot the
State •••.enoy·. reBOuroea oome from non-
Federal 80uroe8, Federa.l &genot.. may ax·
ampt theae oovered Stets-a.4m1ntstered. non·
entitlement .re.nt pro.rama from certain
OMB IT&DtB man •••.•ment reqlllramentB. The
8ltemptione would be trom all but the
allooabllity of ooatB ll1Ovl810n8 or AppmdlX
A. IIlbaeotioD O.e. ot S OJl'B part 2211 (OMB
OIroular A-8'1): AppendJx A, 8l1Otion 0.'. of J
WI/. part lIlIO (OMB Olroular A-I1): Seotion
A..4.. of tbtB al/PendJx: &114 from all of the ad·
m1DiIltra.t1vB requirements provtllOnl or 2
OJl'B part 2111(OMB Ol.1Oular A-ll0) a.nd the
•••.81101•• ' gra.n."tam&ZIapm.nt oomDl.on J.'lIle.
. e. Wben a Jl'ederal &glIIIoy proVidea thlB
nexlbllity. as a :prerequisite. to a Stata'. ax·
arolslng this op1;lon, •. Sta.ta mult adopt Ita
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own W3'Jtten CleollJ and administrative reo
qulrements for exPending and a.ooounting for
1.\1 funda, whloh are OODa:letaDtwith the pro.
vlBioDBor S am part lIlI6 (OMB 01roular A-
8'). and extend .uob 1101101•• to all lubreoipl·
enta. Tbeae Haoal alld admin1atra.tlve reo
qulremente must be aumoilliitly IIPaDlllo 1lO
eDBure that: FlUlda a.re u8ed in oompl1anoa
with all applloab)e Faderal ltatutory and
rerulatory provillolll. ooete are rea.aonabla
and n80 ••• ar3' tor O}l8l'&t.ingth8le programs.
&Ild fund. are not Ilo be nsed ror gener •.1 ex-
penua required Ilo Ol\l'ry out other r8apoll-
IlblUtfea 01 a. State or Ita sl1breoipleDta.

B. Direot. OO.llte
J. Dlreot OOlta are ~bo.s th.I.t. oa.n bs JdeDt.t-

ned epeotnoally with •• JlI.I'Uou!ar nnal OOlt
objeottve. t.e.: a pa.rUou1a.r award, projeot.
nrvloe, or other dtreot activity of a.n orp.nl·
I&tIon. However, a oolt may Dot be aea:lrned
to an award as a 4treot OOlt if any ot.ber OOlt
iDourred ror the aame purpo". In ·lIke olr-
oumet&lloe. has. been al1ooa.te4 to an award
aa a.n iDdJreot 008t. CoBts idenlilfied &peolll-
oally with awarda are d1reot DOBts or the
awards and are to b. &pIped dJreotly there-
to. Coati Identified .pao1fioall:v with other
f1Dal oost objeottvea or the organfu.tlon are
dlr,ot OOlta or thoa. ooat objeotiVell and are
not to be uBtll1led to oth.r awards dlreotly
or todJreotlV.
2. 4DY direct ODst ot a minor amol1Dt may

be treated as an fndlnot oOlt Cor reuons of
praotloa1lty ners the aooounting treatment
tor IUoh DOlt ill ooDBIBtently applied to all
nnal ODlt ob,eotiVeI. .
3. The 001t. or oertalll aot.lvttles are not al·

lowable at ob&r,.. to Jl'aderal award. (aae,
tor eX&m1l18,I_draWn, oolltB In pa.rq1'a.ph
1'1 or AJIP8Dd1X B to thla part). However, even
thourh these oone are unaI1C1W&blerar pur-
PONS DC oompl1tlJlf obarrea to Jl'edera!
a.wards, tlle7 nonethel_ mUlt be treated •.•
dJreot ooats tor PlI1'pO.a or detarmtlllJlf In41-
reot oost rates and be allocatld th.lr .hare
of the orrantution 'a b14ireot oo.te if they
rapr •• ent aot1vitlB8 whiob· fnolude the ••••1•.•
rlB1lof pBrSOJlDBl,OOOUllFBJIaOB. and benefit
from the organization's todJraot OO8tll.
4. Tbe ooata or aotlvllileB pertormed pr!-

marllY as a Il8rvioll to members. oUenta. Dr
the pneral publio when B1Il1It1loa.ntand neo-
lIBIIa17to the organiBIIoUoD.·amtBilon moat be
trea.ted as direot ooata whather or not allow·
able and be allDoated a.n equltable Ihare of
1Dd1reot ooata. 80me eXlIoDIplee01 thll88 typea
of aotlvit1aB 1Dolude:
a. M&1Dtenanoa of membll1'ahlp rolls: BUb-

aortptlons, publioatiODS. and related funo-
tiona.
b. PJ'ovtdJ~ .•• rviou lUld informatloD to

members. lBi1alatlve or a./lmPIlatrat1.ve bod-
iea. or ths publio.
e, Promot1oD. lobbylur. and other lorms of

publio relatlonll.
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d. M8st1llp a.nd oonf81'8Doll8 exoept libOll8
beld W oonduot the I'eneral a.dm1n1sta'llotlon
orth8o~aaUaMon. .
e. MainteDloUoll, proteotlon. a.nd Invest.-

ment of lIJIllo1al1\1nd8 Dot _d In operation
er the O~anBat1011.
r. AdmmlBA'llotion or I'I'OUp benefits on be·

half ormambel'll or 011ents. moluc1In, 11fea.nd
hOllpltal lneuranoe. anDuiW or rll1;lrement
plana. tinaDOiaI ald, eto.

O. Indi1'8Ot Ooate
1. lncUl.-eotooste are thOle tha.t ha.ve bean

1n01U'l'Od for DOmJIlon or joint objeotiv88 aDd
oa.nnot be re&d1ly identlfied with a pa.r.
tio.lllar finaJ ooat 0bjeotlve. Direot oOlt of
minor amo\lllts JDQ' be ttea.ted aa Indil'eot
D08ts 11Dder$)a. oondltlOl1l deacrlbed in JUb-
paragraph B-2 or this AlIpencl1x. After direot
DOlts have been·determbled &ild aasipa4 di-
reotly to awards or olibar work as AlIPfO·
P1'1ate. indireot ooN U'a thOlB remaining to
be &llooa.ted to benefitinr 008t Objeolilvea. A
OO8t ma.y Dot be a.lloaated to aD ••ward as a.n
indireot ooat 1f any otber oost inourred for
tbe eame JlIIl'PlI •.•• 1n 11k, OiroUmlt&n088, ball
baa asaIrnsd to a.n ••wa.rd as a direot ooat.
2. Beo&UII of the diV8l'IB obaraoterlatlos

a.nd aooountinll' pra.otl088 of DOll-profit' orga-
nization8, it 18 not poaelbIe to apeoify tlh8
tYPBBor ooat which may ba 01a.sa1fledaa 11141-
rect 008t :1Jl'all I1tu •.t1onB. Rowevert 1lyploal
eumples or indirect OOlt ror ma.ny nC!D-JIl'oC-
It or8'8l11AUone may inolude depreo1a.tloll or
UI' a.1I0'WI>ll08Son build1np aDd equipmllJlt,
the OOBte'or opera.tlDB' e.l:Idmatnalnblg fa-
CUitiIB, 8l1dgeneral adm1nllm..t1on a.nd ,en-
eral expenBB8. IUch a.s the aa.larles a.nd ex-
penseB 01 exeou~'Y8 0fi'1081'8, personnel ad-
mblilltratlon. a.nd a.ooounting.

• 8. Indireot OOlIteaM.11 be ola.ss1fied wltbin
two broad. OUtll'orlea: "lI'aoWt1e." a.nd "Ad·
minlBtratlolL" "]1'a.o111tlll." 15 defined 11II de·
preo1atlOll aad \la. allOWaDOBB011bu11d1np,
equipmeDt and o••plta1 Ullprovem8n\, luter-
est on debt U80oli.ted with D81'tain b\111d1DJl.
equipm8llt and oaprtat improvements, and
operatioDs &1Idmaintenanoe 8XPllDBBS."Ad·
m1n1Itl'Atlon" Is de1Jne4 as Il'llDel'a!lldm:1Jl1B-
tratiOD a.nd genar •.l expenses IUch as the di-
reotol". offloe, aooonntlnr. personnel. 1ibl'Ll'Y
eX]l8D88aa.ud all other typ8B of ~8DdltureB
Dot Hlted lpeol11oa.ll3' under ODe ot tlll lub·
oateror18& or "ll'ao1l1t1es" (Inolud1nr Dr08S&l.
10oa.tiODSftoom other pools. wbere •.ppHo•...
ble),'See iDdireot ooat l'~tereportln.r reQuire-
ments :1Jlsl1bpa.ra.cra.pha D .8.e and :0,8;1' 01
this appadlx.

D. Allocation ollDd1reot OOlts a.n4
Iietel'DlinatloD or ~d1reo~ 001110Ba.tes

1. General. a. Wbere 1\ non-J)l'ofit orra.nlma-
tion bas only .one major funotlon. or wllere
aU Its ma'ol' ilmotlcn8 bellefit lrom Ita Indl-
reot oosts to L'PPl·o:rdma.tely·the 8a.tl1edejTee,
the a.UocatiODor Indireot ooats a.nd the eem-

2 CFR Ch. II (1-1-09 Edition)

PQta.tioD 01 a.J1Indireot OOlltrate JD~ be ao-
oomp1iahed through aJmp1i1led allocation
procedl1l'8B, 11II deeor1bed in lIU'bpa.racra.ph D.2
or .this ••ppeudIX. .
. b. Whel'e a.J1organilllatlon baa IIl1Vera.lmajor
fI1noti0l18 wblolJ bana1tt 1i:'om its indireot
ooate in vU'Yblr decrees. alloo •.tJoll ot-Indi-
reot ooste m~ require libe aooumula.t1011 01
Iuoli ooets into SOparAte ooat croUJlinll'8
whloh tll111&re &llon.t8d 1ndlvldually to ben-
entina' fUnctlone by mean8 of a b8.Be 'WhiCh
baat meuvel the rela.t1ve dlliTee DCbenefit.
The indireot oolts aUocated to elLob fUnotion
are then dlatrlbuted to lnd1v1d~ awards and
other ailtlvlt188 1noluded In that tunotion by
mea.ne oll.l1iD4ireot oolt fate(a).
o. Tbe determ1natioD oC what oODlltitutee

a.J1 organi ••.tiou's ma.jOr fnnotlonB w11l de-
pend cn Its )ll.U'p088In be1nri the types. ot
Arvloes It randel'll to the publio, Ita 011ente,
••n4 ite mambersi and tbe amoun' ot effort It
devotes to BUch aotlvities 8.B l\lIIclr••ll1nr,
publio inlo1'JllatiOll I.I1d JDlIJllberehip a.otivi-
tie ••
d, apeo1fio JDelibode lor 1L1I0aatiDll'indtreot

ooate aDd oomputblr 1Ddlre¢; ooat rates
a1olll' with tlhe oonditions undar whiob each
method ahould 'beusad a.te deaor1bed in lub-
PIlo1'llll'1'll. D.ll tbroall'h Ii of thla appendix.
e, The baae period for the aUooat1on or in-

direot oOlts la the parJ.04 in w:blClJ:1.uoh ooets
· U'e inourred and aooumnlate\1 for a.llooatiou
· to work performed in tba.t period. Tbe bue
period normally ebpllld o01no1.dewllib tbe or-
r~tioD's fiscal year but, in.any event,
aha.ll be ao 8eleoted as to a.void inequities tn
the II.llooatlon Drthe coate,
2. Simplified a.lloo!LMonmethod. •.. Whal"

an organ1zll.'lon'. ntaJor ilmotiOnB benefit
·1l'om 1tl iDdireot OOBtsto approxtmatety tlhe
_e degree, the &1100&tlonof iDd1l.'eot OOBte
may be aoooDQll1ahe4 by I8JIIIoI'8.Mnrthe Orga-
nilation's total ooats tor the bUe period aa
eltlher . direct 01' indireot. ud div1dlnll' the
total •.no_bl. in41reot ooata (Ilet of •.ppH08·
ble ol'edits) by a.n equitable dlBt.r1butlon
base. The resalt or tbla Jll'OOI8818 a.n 'indireot
OOBtrate whiob 1&Illlll'l to distribute Indinot
ooats to indIvidual ILwards. The rate ahould
be Q.pr8B8ed as the peroentage whlob tlhe
totll.l ••mount or &llowa.ble IndJreot DOl'"
beare to the base aeilloted. 'l'h1I melibod
Bhollld &l80 be \laell wlIere aD orll'a.nisation
haB only one major ilmotlon eDODmpasB1nga
number oC indiVidual projeota or R.otlv1t1eB,
and ma.y b, uled where the level or Federal
aWIIo1'de to a.u orga.nisatlon is relatlvelY
lID1aJ.l.
b. :Both the dl1'eot DOlts and the Indireot

ooHlahll.lluolooeaa¢tal8~endiWreBand
unallowable 008te,' Bowev81', unallQ'Wa.ble
oosts whiob reJl!.·88ent aotlvltillB must be in-
Oluded in tile dlract ooate under the oondl-
tions aIBoriblKl In sllbpa.ragraph 13.S of this
Appendix. '.
0, The distribution blLaa may be totaJ di-

raot DOlts (sxolud1ng oapita.) expenditures
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.nd olihar dlatortlnll' ItomB. HUoh &II major
811boontraotll or lubgl.'lmtll). dlreot lalan8.
and Wll&'88.or obher b•.•• whJob resulte in an
equitable dt.trlbatloll. Tbe distribution b&118

Iha.1l ,eurAlly exolnde pl.rtlolJll.Dt 8upport
oosts lUI deOnea In par...-ra.ph 32 or Appendix
B,
d, lDxoopt where a. IP801•.1 rAte(B) II re-

quired In &ooorda.noowltlh 8nbp •.r •.•.r.ph 6 or
thl. appendix, thl Indlreot OOlt rata dlvel':
oped under tJaa above p~notp)es 1••. pplloable
to all a.w&1'\l8I.t ~h8 orranisatlon, J! •.apeolal
ra.te(8) II required. Approprl •.te modtrloatlon
1Iha.1lbe malle In order to. d,velop the IPeola1
ra.te(.).
e. 1l'or an orrailila.tlOll 'ha.t reaelve. more

lihan 110 mlWonln ll'aderal tundIDg ot d1reot
oosts In Itot1soal year. a bHa.kout ot the Indl-
reot oost oomPDDent Into MIlO broad oa.~
agoriea, lPao111t1l111and Admlnlellr •.tlon as d••
fined III lubparapa.llh 0.8 ot thle "PJIl1J!.dlx,Ie
reqntrad. The ra.te In eaoh oase eba11 be llta.~
ed lUI the ]l8l'OOJItageW'hiob the amout or
the partlou1ar 1Dcltreot DOst oategOl'3' (1.8,.
Faoilitlllll or Admlnilltra,tlon) 18 ot tba dIe-
trlbutlon baBe identified with tha.t e•.tqOl7.
8. MI1It1plaa1100a.'fon bue method..
a.. General. Where 1101I org&Dle&tlon'B 1DdJ·

reot oosts benef1t Ito maJor fIulotiona 111
va.l'3'1iIgd8lI'B88, IndJrllot oostB 1Iha11be a.oou.
mula.ted into •• pa.ra.te oost BTou:p1np, U d••
Borlbad 11:1lIubpara.era,pb D.a,) oC this appen-'
dlx. Baob rrouplnr lbaU Jiben be a1looated
individually to ben.nting· tunot1ona by
means of a bua which beet me •.•uree the rel-
a.tlve benants. The dafau1t a1100a.tlon baBee
by ooat pool are dl.CIt'l.bed In IUbparaJ1'aph
D.8.0 of tbtl a.]lP.BDdIx.
b. Idan'l11oa'lon or lnd11'eot DOste. OOlt

rrollPllllll Ihall be esta.blished 110&I ~ per-
mtt the a1100atlon of ea.oh rro1lP1nr on 'he
bl.al. ot baneflts provided to the major fIule-
tlon •. 1Iaoh croupinr .hall oon.llltl1te •. pool
of expanse. thltot are o£ like Dba.ra.oter In
terl1lll of fuDOtlon8 they benefit a.nd In terms
of the •.llooatiOD b•.•• wbloh but m88.8D1'ea
the rel •.tlve bane11ts Jl1'Ovt4~d to Baoh tuDe-
tion. Tho rroUJl\nr8 are o1&BB1fiedwithin the
two broad oat8ior1ea: "JI'aoIUtleJl" md '''Ad-
mlnlstra.t1Oll," U d8801'lbed. in ilnbparagraph
0.3 of thle appendix. The iudlreot oOlt poola
are deOned U fonows!
(1) DllJlI'eoIation md Wle a.Dowmoel. The

expllnBea 1ID4ar t.h1B hea.dJJIg are the portion
or the 008ta or the orl'&llll •.tlon '. bu1ld1nrll;
oa.pital1mprov8lDeuts to la.nd a.nd bulld1nrB,
and equipuient whJDb are oomputed In a.o-
oordanoe with PlU'llC1'aph 11 of Appendix B to
this part (UDBPreota.t1on a.nd WIll •.110,,·
anOBB").
(i) Intel'88t. Interest on 4ebt &laootated

with oertaln bulldtnp, eqllipment md oa.p-
ltal 1mprovementl are Illlmputed in _rd-
an08 witb pa.ragra.ph 28of AppllndlxB to tbt.

. p••rt ("IntereB\~'), . .
.. (8) Opera.tlon and ma.lnteDanoe· exp.n ••••
The eXpBDII88Ilnder thta headlnr are thOle
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lihat ha.VBbeen inourred for the a.4mln1ltra-
tlon. operation, mAlDtenanoe, Pl'88ll1'VlLtlon.
and proteotloJl or the Dl.'iranillatlou'8 phytdoa.l
pl&llt. They luolnda expBnl. Dormally tll-
ourred CorHUllhltel1lllu: J&D1tortal and I1tl1-
Ity prvlollll: rapalra anll or4lnanr or normal
•.ltera.tlonl or bl1tJdJnIB. 1lU'D1W1'8 ••lid equip·
ment: oare 01 sroUDdl; malntenanoe and op-
era'ion of bulldJnra IoIIdcit-her plant ra.011l-
'Ies; leoarlt37: eaMhqDaka and dI••.• ter pre-
p•.redneae: Bnylronm8lltaJ aatet,.: 1la.h.l'C\ouB
waete 41'))08101:pro]lBrty, II•.bOIIi)' and oCher
In8uranoe rel •.tlng to property:' Ipaol anel
QItoptta) lllUlnl': laolllW pla.llD1Dg a.nd man-
•.••em.nt: and, cleIItral reoa1vlnl'. The oper-
..tion and malDtBD&uoe RXpena8I o•.tegol7
1ha11 aJIO InDlllde III al100&l;ll8 ahare or
trlnae blll1lllt OOBta, dapreolatlon •.nd lIae a.1-
lowanoee. and inter. OOlte.
(4) Beura.! •.dmin.lik-atton and rener •.l ex-

P8ll8Jl11. (a) The expeDI8e under this hea.dfng
•.re tboee that have been Inourrad tor 'be
ovara11 pnera1 eXlOlltive and BdmIni8tra.tlve
oma.. or the orranllatlon aud other ex-
p_ of a. general nature whioh do not re-
la.te 801813' to 10117 ~or flmotlon of the 01'8'8·
nlea.tlon. Thill oateBOI7 IIha1l aJ80 Inolude tts
a1100a.blBllba.re or lr1D&'ebeneftt oOlte, opel'-
"~0Jl a.nd mlofntenu08 ex»enae, depreo1a.tlon
and 1188 aJlow&noee. md Interest ooats. !IX-
amp188 or tbtl D&tllJOl.'7inolud.e oentra.l of-
noee, auDb •.• the d1reotor'. omoe, the office
or ftnanoe, bUIIin... II8l'vi08I. budget a.nd
plannllll'. perlonnal, li&fety&lidr1ek man •.•.••
ment. Irensral oouuel, ma.ll&lr81DIl:ltInfor-
ma.tlon 8Y11t-,and 1Ibr8.t7_t..
(b) In developiDa' WI ooit pool. apeolal

oare Ihould be eXaro1Bedto _ure tha.t OON
Inourre4 Cor the ll&llIe purpDle In like olr-
OUll1BtIIo1I088 a.re treaHd oonlltentJ)' &I I'.
thlr dlreot Dr tndJreot ooets. Pol' axample,
atJa.r18. ot teobn1oal .aft. project IUll.Pli.a,
pro~eot publio •.tlon. tele]lhone toll obtlol'l'lll,
oomputer ooBllB.Dye! GOlts. ud IJleo1a1l•• a
aerv1oe. ooatl e..l1.belna.Mdu dIl'eot DOlta
wherever Idlll1t11iable to a. partiolUa.r pro-
rram. The laJar1IIa Ulll war •• ot a.dmIn1stra.-
tlve a.nd. pooled olerloa.l .taU llhouJd nor-
ma11y be trea.ted &II indirect ooate.· Dlreot
Oharpnr or these 00lU may be •.pproprla.te
Wbera •. major projaot or aotlvlty explioitly
requ1raa and budgets for admln1Btratlve or
olerloa1 Be:rvt08B I/oIld other Individl1lLle In-
volved can be ldlll1tlOed with the Jll'081'&llI or
aotlv1ty. Items lI10h as oMos IQ1IPUes, poet-
are, 100&1 telephone oilltll. per1odloaJa •.nd
memblll'8hlpa Ihould norma1ly be trea.ted as
indireot ooate.

D. AlIooa.tion bas ••• &o1;u••l oondltlons ahaJl
be taken Into aooOUJI$In .aleatlng the b•.••
to be used In a.llooa.tlInr the 'exPBnBBIIn ea.ob
grouping to benefltlnl tullOtionS. The BlllII1-
tial oOIlBideratlon. ill ealeotinr a method or •.
bu. I, t.ba.t it Ie the one be.t sl1ltlad tor •.e-
elplng the pool of OOlt. to OOlltob3ent.lv81 in
&OOOrdanoewith benellts derived: a. traoea.ble
OIIol1le&lid llffent relauOllllhIP: or 101'10 a.bd
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reuon. wbere neither tbe oause nor lille ef-
feot 01 the rel&tlonBh1Jl ta determ1neble.
When a.n allooatlon oa.n be made by uaip-
met of a.oost I1'OUlling dtreotlY to the !11nll- .
lion beueJ1tBd. the &1l00a.ttOD.ba.U be ma.4e
In tba.t manner. Wban the eX)leDlleBin II ooet
grouping are mora reD.rali» na.ture. the al-
100l0tion &ba.n be made throQl'h the UBe of a.
aeleolied bue Wll1ol1produoea 1'llB11lu that are
equltable to both the 1l'e4eral Government
U1d tbe organilation. The dietributton shall
bD made In' 8.Ooo~oe witb tha baBel de-
8orib04 berelll unIe •• it oa.n be demoDlltra.1led
that the UBeof & dUferant bue would' result
121 a more eQuttable a.11ooatton of the oo.tI.
or that a more readilY a"a.1la.ble bue would
Dot Inoreaee the oosta ohlLl'Bed Co 8]lonlored .
aW&1'da.The reeulta of .peotaJ ooat atudiea
(Iuob u im eDlineering utillty .tudy) Bhall
not be uaecl to determine llo1ldallooate the in-
direot 00Btl to BlloDeOred a.w&1'b.
(1) Deprellia.tion and U88allowa.noea. Depre-

olation ud UBe allowa.noelS 8XJIlSDIleaBhall be
allooated In the following manner:
(a) Depreo1a.tton or 1188 aJloWAD.lI8IIon

bulldtup used exolWl1VBly in libe ooJlduot of
II e1Dgle funation, ILJld on oapIt&l improva·
mBJIliead IQuipmimt Wledm IUob bu1ldUlp.
. Bhall be aaa1ped to tha.t ftU1otion.

(b) 'Depreotation or Ulle &llo.anll8ll on
bulldln8'8 Wled 1'01' mDl'8 than one tlmotlon,
aDd on oapfta11mproveriumtl and equipment
uaed tD suob bUPdlnp, aha.11be &llooate4 W
the tDd1vlduaJ tDnotiona lJ81'formed inaaob.
bulldinl' on the buie or lIBable aquare leet or
ap&OB. exolud!ng oommon araaB. noh u ball-
wa1flS,etairweUs. 8.nd reatroome.
(0) Depreola.tion 01' 1188 &llowa.noea on

buUdln8'8, oa.p;Ital improvements and eqatp..
J1lBJItrllll.ted epaoe ('.11 •• Indivldua.ll'oome.
and laboratories) used jointly by more than
one funotion (u determtne4 by t.be 111_ or
the epa.oe) IIlIa.ll be treatad •• rollowi. T.be
OOIl~or eaob jointlY used unit oC8pa08 lIhall
be allooated to the benefiting !Unotions on
the bae1e ot either lib. employees md other
lIBB1'Bon a. rull-time eQuivalent (JI"l'B)bula
or eallU'188 and wages of those ind!vidual
fnnotioDll benefi tlng from the UBe ot thl.t
aJl8.08j or orga.n!B8.tlon-wide employee 1I'TDs
pl' .a.ll.riea and W&l'es a.ppltoable to the beD.e-
fiting funotiOllB oC the lll'g&niB8.tlon.
(d) Depreolation 01' ule a.1lOWa.n088OIl oel'-

ta.1Doa.pit&l improvements to land. auoll u
]laved parldnr a.ree.a, CenoH, IIidlw&lka, and
the llke. not inollllied 121the ooat; 01 bu1ld-
Ings. &ball be aUooa.ted to Iiaer oatel'or1es on
a l1'TJll baele a.nd dlatributed to major !Uno-
tionlliD praportion to the aalarlBJ and war.
or all employees a.ppl1oa.ble to the flmotions.
(2) •InterelSt. Interest. oosts .hall be &110-

oated 1n thli eND. manner loS libe depreotll-
tlOD or 1188 allowanoes on li)le bul1&n18,
equl]lment and oa.plta.1 .qujpmenta to whioh
the Intel'Bst l'Blat.a. .
(8) Opara.tion and ma1Dtena.noe expeDllea.

Operation anll maintenanoe expen8es shall bs

r
I
,
r
I
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allocated in the '&'IDe manner as the depre-
. otattoD and DB8 allowances.
(l) General a.dm1u1etra.t1on and general ex-

peDBBJ. Genera) •.dmUUllil'ation and l'_ra.l
eXPllJlHl .hi.lJ be a.Uooated to benefitllil'
fUllotionB bUBd on modHled total direot
ooate CM'l'DO), u duor1bed In IUbpe.ragrapl!
D.S.! or thiB a.ppend!x. The exp8DIS8ISinoJuded
111thla oatll'Dtt oould be grollPed first 8.0'
oordinr to major funotions 01 the orrant ••.•
tton to which they render aemoea or provlde
b.eneflY. Tl:I8 &I&'1'BB&te8XJIIlJI.IlIBof .aoh
I'l'ou,p ahil.ll tbllD be allooa.ted to beDel1t1ng
!UnOt1~DBbue4 on MTDO.
d. Order or diatrlbntion. (1) Ind1reo1i oost

catel'orj.eB oo1l81ltiur or depreo1ation a.nd 1188
a.1lowanoea, interelt, operatlo)] and matnte·
nUM, end I'eneral adm1niBtratloD and I'Bn-
era) expensel abaJj be allooatell In that order
to the rema.Jntng lndireot 008t categories as
well 8.B to the major funotlons Of the orpni-
otlon. Other OOlt oata&'orlea oould be allo-
oated In the order determined to be mOlt ap-
proPriatB by thll orra.n1u.tion. WhBJIorO.1 &1-
location or COBtI18 made as proY1ded iIi Bub·
Pa.I'II.IT8.pb D.8.d.(1l) or thIa a.pJIlIDdb:.,WI
order or &110cat1ont\oee not apPlY•
(2) Normally, a.Jl 1nd1reot 00I1ioa.tel'017 will

be oonlliderad 0108ed onoe it hall been allo-
cated to other OOBt objectives, ILJld ooete
mall Dot be lubeequant1;v allooated to It.
However. a. m'Oll allooation or ooata between
wo or more indireot oolts oategories oould
.be UBed if 8110b allocation w111result in a
m01'e equlta.ble allooation or oosta. It •. orOBB
allooatloD iB l1Ied, an approJlliat;e modWca-
tion to the oODlPOBltion of the Indireot OOlt
oatel'Ori88 18 reqn1re4. '
e. ~plloatlon Of indlreot coat ra.lie or

1'&teJ. lllxoept wbere R epeolal mdireot OOlt
rata(') 18 reqUiftd in &OOO1'Clanaewitll aub·
Jl&ra.gra.llbD.B er tbts &JlPeJIdix, the Bepa.ra.te
rrOUP1DP of tDdireot ooats allocated to ••. ob
majOl' !Unotion sba.1l be ar.-repted and
treated u a oommon pOOl tor tha.t tunottOD.
The oostl in the oommon pool shall tben be
distributed to individual aw&rdr; inoJUdlld in
tha.t fUllolil.onby uaa of a Ilinrle Indlreot ooat
1'II.te.

t.Distribution buts. Indireot collts sbaJI be
dtstribtl~ed W a.pp1ioabla sponsored awards
and OthSl' beneflttng a.otIvlties within eaoh
major fllDotion on the bull of MTDC. :MTDO
OODllata 01 all Ba.1Rl'iesand wal'ea, 'lr1nge bBJI·
.6tB. mater1&1a and luppl1ee, .ervioel. t.Mve1,
and Ilubgre.nta a.nd luboonlil'aDliB up to the .
. firat $86,000 of eaob aubgrant 01' Bnboontr8.Ot
(reral'll.laBB or the parlod oovered by the
Bubgrant or 8uboontraot). lIqQJ)lJlI8nt, capita.1
8XPlIDditurell, ob&l'gee tor pa.tilSDtoare. renta.1
oOBta and 1;be p01·tiOJl U1' eXOBISof ~,OOO
Bha.1l be exolu/l8(1 from M'l'DC. PM'tiolp&nt
support ooats 81lall generally be exoluded
ft'Om MTDC. 0"1111' Items may on13' be ex-
oluded wb8n the Feael'!') ooat oognlzant

f
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IIBIIIOYdetermines that &IIel(olueioll I. nee-
eeBary to avoid a aerloUB Inequity III the dis·
trlbutlon or Indirect DOlts.
g. Indlv1dl1a.1 Bate Oomponen.ts. An Indl-

reot 008~ ra~e IlbaU be detarmlued ror Baoh
separa.te ludlrect 008t PDO) developed. The
rate In eaoh oalle lIhall be ltated 1.11the Pllr-
oentqe whloh the amount or the pN'tlCll11a.r
Indirect ooet. pool liar the distribution baee
Id8ntlfted with that pool. JDa.ohlodlreot ooet
rata narot-Iat-Ion IIr determlutlon arr •• ment-
ahall lnohlde develO)lm8llt or libe r••te lor
Baoh Indlreot 008t pool •• "ell 1.11the overall
Indlreot ooat fate. The Indlreot OOlt PDolB
lIhall be olaeelfled within two broad oat-
eJrOrJea: "FaollttI8ll" AIId "Admlnt,tratton."
as d8Boribed in Illbpal'll81'••pb O.lI of tbla ap·
peDeUx. .
t. Direct ••Ilooatlon method. a. SOJDeDon-

proftt·Qr8a.n1sation8 treat all OOlts as d1reot
DORtaexoept PDeral acIm1D1atratiOIlAIIdPD-
eraJ txp8llallll. Thue ol'poIeatloll8 8'8JIIll'a.l1y
aeparate Iibelr ODSts Into tlu'ee ba8l0 oat-·
elor1u: GeDerallWnlnietrat10n a;ad general
expenBeB. fWl.4raiellIg, AIId othlir dlraot fUJlo-
tlDII8 (InoJudlng projaots performed lIIIder
Federal aw&Td8). Joint DON. luob as depre-
olatlon. l'8]Ital DO_. opllration IIoIIdmaillte-
naDoe ot laollitlu. telephone ap8DIU. lLIld
the like a.re prorated Indlvlduall,. ••• dlreot
ooata to Ba.ohoatelrOry &lid to eaoh award or
other aotlvity ueIIlr a bue mOlt appropriate
to the parllioula.r .ooot being prol'lloW.
b. This meth~d I. e.oDeptable. provided eaob

~oint ooat la pror ••ted Wllll&' a bue Wbloh M-
ouratsl,. meul11'lll ~he b8IIeftta. provide4 to
eLoh aw&Tdor other aotlvity. The ba8ea mnet
.be eatabltabed in aooo1'l!anoe with l'8uona.ble
orlterla., lLIld bB I'Qpported by O\U'l'lD.tdata.
ThlB method lB oomJll.tlbl. Wltb the Btand·
ards of Aooountinr a;ad J'1Jlanol&l Iteportlnr
ror Volunt.a.ry Hea.lth IIoIIdWeIIlI:re Orpn!Ba-
tlons ISllled jointly by the National a.1I11ili
counoil. Ino •• libe N••tloD&) Ae8embly or Vol·
unta.ry Hea.1bb and Sootal Welta.ra Organlea-
tlon8. and libe UDtted Wa:, or Amerloa.
o. Under tbls method. indireot ooata 00II-

eIIt exolu.lVll.ly or lJ8D.ra.1 admlnt.tratlon
and general .XJI8I1•••• In 1111other rBBpeotll.
the OrglLlllsatiOD', lDdlreot OOBtrate. Bhall
be oomputed In the .une mllollller ••• that de-
aorlbed In subparacraJlh D.2 or this app8lldix.
6. Speolal ind1l'8ot 008t rates. In .ome In·

BtanoeS. L sinrle iDdireot 00811rate 10r all ao-
tlvit1e8 of an org&nizat1on Dr lor ea.oh mR40r
11lll0"on of the orrAllt.atlon IlIQ DOt be ap·
proprla.te. slnoe it would 1I0t take Into ae-
oount thole dltler8llt 1lI.otoJl whlob JDa:v.ub-
atantlally afTllot fibe Indlrllct oosl;a ••pplloable
to a pa.rt1oular elment or worlt. 11'011ih18
purpose, a partiolllar "gmen' or work may
be that performed under a 8111rl. award or It
m••y 00ll8l8t or work under a Cl'OUPof ••wara.
perlorme4 In •• DOmmon envlrollJDent. Thee
Caotorli ma.Y 11101ada the pbY810al JOoatiOIl at
the work, th.l.vel of'admlntstratlve 8UPport
reQuired, the nature 01 the 1aombJeB or other

i .~,:-.
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I'BBouroea employed. the eolentlfio diBolpllno.
or heohnioal aklUs IDvolved, the Ol'lalliB'
tlonal a.rranremants Deed, or any DOmbtlla-
1'.1011thereol. When a partloular IIIlIrment or
work 11 performed In an environmeDt wblob
a.PJlU.l'1 to generate a BIsnUtoa.Dtly dlfrerent
level or 1Dd1reot oOBb, prov1llon •• hould be
maile ror a. .epa.ra.te IlId1reot 008t pool appl!·
oabl. ill auob work. 'I'h. .apa.ra.te Indirect
ooat pool .hould be developed durtnr tbe
DO\U'Ieof tile reguJa.r a.11ocia.~onproDB8B.alld
th. BBparate lDdIreo' ooet rate rBBultlnl
therefrom .bould be \I8e4. pl'Ovlded It Is de-
termined tha.t the rats dUf'SJI 81a'ntnoantl»
£rom that whloh would b••ve beeD ob_tned
ullder eubpt.rlllrra.pha D.ll. 8, -.4 ( of bblll •.p.
PBlldlx. lLIldthe volume 01 work to whloh the
rate would appl)' 18material.

E. Negotiation lLIldA,ppl'Oval or IDdtraot Oost
Rat8B

1. DertnttioDB. As Ul8d in thlB aeotlon. the
followlDtr tel'J118ha.Vll tbe mea.niIIgB 8at forth
below:
•.• OOIl11aant ageDOf meana the Federal

agenoy l'8spoll8lbl. for IlIllf0ti•.t1ng and lop-
proviDr Indirect OOBtra.teB tor a nOll-profit
org&nillAtion on behalt or all Federal a.geD-
ole •.
b. Preiletermln.d rate mean. an Indlreo~

008t ra.te •••ppJ1oa.ble to a. apeoWed ourrent or
future period. uauaJly the 01'lanilla.tlon'a fiB,
0&1rear. The r •.te 18 haBed 011li0iiestimate or
the DOlts to be tnourrad during the per104. A
predetermined ra.te 18not IIIlbjeot to a.djU8t-
ment.
o. Paed rats m8lloll8 an iDdireot DOst rate

w1I1ohbaa the Bame oharaoterlatlos es a pre·
determined ra.te. exoept that the dlfferenoe
between libe estimated 008t8 and the aotua.l
00'" or the period oovered by the rata 18oar·
rled rorwa.rd all an adJDetment to the ra.te
oomputatlon of a aubaequent period.
d. Final rate m8lloll8 lioiilDdlreot ooet r •.te

aJlplloa.bls to a Bpaolf\84 put period whlob II
baaed on the a.otua.l DOBtaor tbe period. A
final rate II Dot .l1bjeot to adjuatm8llt.
e. Provla1onal rate or billinl rate melloJllle

temPorar7 Indlreot DOlt rate a.pplioil.b1e to &
BJlsoiOed perlod wbloh 11UBsd (or fundlnl". in·
terlm ra1mbU1'Bement. aIId reporting Indlreot
00_ 011awa.rd. pending the esta.bllllhm.8IIt o!
a filial rate tor the period;
r. Indireot ooat propoeal mean. the aoeu-

m8llta.tlon prepared by lLIl org&nillll.tlon to
Bublta.ntlate Ita olaim lor the reimbursement
at Indireot 00•••• Th1a Pl'o]lO.a1 provide. the
bae1a lor the rmew ud negotiation I_ding
to the eatab1tabment or ••n orga1llllll.tlon's III'
direot ooat rate. .
r. 008t objeotive mtII.D8a funotloll. orl'lLIll·

1&!llonal IUbdivlBlon. OOlltraot. Br..at, or
other work. IUIlt tor whtoh ooat data. are de·
sirad a.nd for Whloh provialoll 18 made to ae-
oumulate ••nd mel.llUl'1 the 008t or prooeues,
proJeots. jobs and oaJ)lH.l1ud projeota.
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2. Negotiation anll il.]Jproval or rat.as. &.Un·

1_ cHf'tBJ'8nt8J.'1'ILDlf8JI1entsare arrellll, to W
the arenoJlIlI oonoerned, the Federal .renoy
wIth 1i1Ielll:l'l'Ut dolla.r value or awa.rds wIth
an Ol'lfUillat.lon Will be deli •.nI.ted 1.8 tbe
oOll11ilaut a.renoy for the Dqot1a.tlon ed &:p-
praval of t1te lncHreot ooet ra.tel and" Where
neoeBll&.l'¥,other l'6tl1l1IUoh 1.8 triDg. benefit
and 1l00001UIlr Clba.rge·o11t ra.tee. O:noe an
agenoy 18 &allpad oopilanoe 1'or & JW'-
tlo11la.r Don·profit orp.nlla.tlon. t'he aaalg:n.
ment w1ll not be obaapd lUll_ tbare 1& a
major long·term IIhtf'lllD 1i1Iedolla.r volume of
1i1Iell'adllZ&lawa.rd8 to t'he otganll&t1on. All
Douoel'l1ed Jl'edaral apnoi81 Il11a1lbe riven
the oPJlortl1I111.yto lla.rtloipate In the nel'o·
tl •.tlon Jlrooeaa but, an81' & rate has been
arreed DJIOD,It will be &l108JItedby all Fed-
eral aglnoieB. Wben a Jl'lld81'l1JIlI"llnoy hal
reuou to bBUevll th&t i1Jl801alO]lerating tao-
toM a.tteot1nf its I.wa.rdl neoeasltate apeoia.l
lndireot OOBtrates lD aoliorda.noe w.Itb IUb-
Jla.rarr&ph D.1i or WI I.JIPIlIIcHx,UWill, prIor
to the time libe rat81 Me negotiated, noti1y
theoopiaDt a•.enoy. '
b. A non·profit orranDa.t1on whioh has not

preYlou1y lltabllllbid an lDdireot 00,1; Jll$e
with a Federal &I'IlD.OYshall aubmlt itl 1n1.
tla1lDd1reot ooet Pl'4poaal lmmecHately &!ter
the orpnlla.tlon Ie a.dYiHd ~t an &Ward
wlli be ma.de and, 1D no event, 1a.ter than
tau'ee monthe &ttel. the eft'eotlve date of tbe
award.
II. Orga.n1BatlonB that have preYlously ea·

tabllBheli lDd1reot oOBt ra1leilmnet I1Ubmlt a
new 1DdlrIot DOlt prOJioea1 to the 00l1l1B11t
&gen07 wiWn Bix montbB a~ the aloe. of
each fiBoal year. •
d. A predetermined rate may be nlll'otlated

for uee on &Wal.'dswh81'1 there IIreaaonable
B.11111l1'&J10Il,b&led on PUt eXJllrienoe and rall·
&ble projeotlon or the orp.n.llatlon'B ooa•••••
t'ha.t the rate ia not Itkel;y to n08e1l a ra.te
based on tbe or~l&liIon'lI aotnal 00It&.
e. ll'blad rates ~ b8 n8,ota.ted where

predetermined r&tes. &\'8 not oall81llered lop-
propl.'.Iate. A fixed rate. however, lIba1lnot be
negotiated it "11 or a .ubeGaDIda1 portion 01
the orpnllatton'a 'awarda are expeo~ed to ax-
p1re beCore the oarry-lorward lldjwaw8Jlt oa.n
be m&de: the ~x. ot Federal ud non·1I'ed81'&I
work at the orp;nJla.t1on 1& too errlLtao to
permit. u l/qultable oarry·rorwa.rd ad.!Ullt-
ment; or tbe 01'ga.]lll&Ci1on'soperationB fluo-
tIla.te Blln1f'1oantly from ylllo1'to year.

1'. Pl'Ovlalona.l LUd final rate. ahall be nego-
tla.ted where ne1thlll' predetermined nOlOl'1xed
r&t8. are &ppropriate.

f. The 1'88111""01 each n8l0\la.tloll shall be
form&ljBed :In a written lIlI1'eement between
the ·oOllll.ut aglllloy ud the nOD·profit er-
ga.n1za.t1on. The oopl,il.Dt ·agenoy ,hall dfs-
tl'.lbute oople. or tbe arreamentto &1190n-
O8J'lledFederal agsllo1es.
h. If a dispute arilles tn a nlli'otl.&t1on oC an

tndil'eot Dost '1·•.te between the oopt.ant
agenoy And tbe Don·proClt organllalilon. the

;,
j.
I
!
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cHapute IIMll be resolved In aooorduoe with
the a.PJl8a.1s pJ'ooednre8 of the oClPlzaDt
at'enoy.
1. To the extent that in'OblemJI are eDooun·

tered &l'llougthe Flder&l •.•.enoJeB in OOl111eD-
tion with tbe neloti&t1on and I.»Proval Jl1'OO-
8", OMll wlll lend aaa1etanoe &I l'tIQub'ed to
r8.BolveBUohprobleD18 In a t1mel:r maliJler,

APPIBNDIX B TO P All!I" 28G-SlILJDOTEIi
ITBMS OJ' 00B'l'

SIlL1KlTIID 1'1'.11III8 OJ!' ooll'1'

'I'AlIL1I 0'" ooNTJlN'Dl
1.A/lvert1e1ng and publlo rela.tions oosts
2. Adv1BDl'7oonnolla
8. Aloohollo bever&I'8I
t. Audit ooats and related 8ervloeB
6. Bad debts .
6. BoudiUl' ooa""
7. Oommunioa.tion oosts
B. Oompwa.tlon 1'0J'per80nal eel'YJoes
9. Oontlntenoy prov1a1ons
10. Dllenae and ]l1'0880UtiOll of 1I1'1mln&1 ed

oiYlJ prooeed1Dp, ala.1ms, a.ppeall Il.1Id
patent lDfr1npment

\ 11. DepreoJali1on and me a1lowanollll
12.DOl1B.tlom;and oontrJbutionB
18. EmploYee morale, hea.ltb, ed welf'a.re

ooetI
It. DIlterta1nment ooete
1&. ]Dqulpment and othOr oa.pltal expencH-

tures
16. Jl'1nes e4 ))8D.a1t1es
1'/. Fund J'&1Bln~and 1DvestInimt ma:nage·

mentooetl
16. GaJD. and 101l8a on depreola.ble •.••• te
18. Goodl or 881'Yl0881'or Plll'lloua.luse
llO, Bo1lal:og and perBona.l 11v1Dg 8XJIIlDBee
21. Idle lao1lttlell and idle oa.pao1ty
lIll. In,uranoa and lndemn1float1011
lllI. Intl1'8llt
st. IJa.bor relatione ooatl
iii. Lobb3'1Dg , . ,
211. Loee8s 011other Bponsored arreements

01'oontraots
2'I.ll4a1Dtmumoe and repair !losts
lllI.ll4I.terial. ~d supplies costs
2/1. MeBtinga and oont_oBa
80. MembereblJlll. 8ubsorl.ptlonB, a:nd ]ll'Ofes-

&1onalaotiYlty oa.tI
81. OI'p.niza.t1on ooetl
82. Pare OlIarps1D Pl'Ofeaa1onaljo1ll'11a.ls
88. P&rtloiP8Jlt lUPPort OOBts
St. PlloteDtoosta
86. Pla:nt and homeland aeourity oOBts
86,. Pfe·lI81'8ement DOste
8'/. ProC8I1B1ona.l.BrVlOeBODita
8B. Pnblloa.t1on and printing ooets
89. Real'l'&Dglmlllt &lid &Iteration DOBts

to. B.eoonverelon ooste
U. Rellrll1t1nl oOBts
42. Relocr.t1on 008ta
tao Renta.l OOlts o! bul1d1nga ed eq111pment
44.. Ro;yaltle8 and other oosts lor \188of pat-

ents aud 00JlY1'1I'bts

I

I
I
1
I

I
I
i
r
I
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46. Se111u a.lldmarketlnll'
~6.speolallzed IIIIrv10&raclll~je.G,. Tans
40. Tel'lllina.~toJl ooats a.pplloable to apon-

BOred&Il'reement.
49. Tra.lninr oosta
eo. Tr&llapor~tlon OOBts
61. Travel OOIts
62. Trusten

ApPIiINDIX B '1'0 PAm'286-SBLBOTDD I'J'IiIMB OIl'
008'1'

PM'll.l1'&Jlhs1 throUB'b 611 01 thi. a.ppendlx
prOvld8 )lI1notpl88 to be applied In 88~
!lahinB' the allowa.blltty or oemln ltema or
ooet.. TheBe prlnotpln a.ppl3'whether a. ooat Ie
t.rsa.ted a.s c1treot or indlreo~ Fa.lllU'e to men-
tion a partloula.r Item of 008t 1BlIot lntellded '
to 1mp}y tha.t It 16 11JI&1I0wable;ra.ther. de-
tsrmina.tton as to allowa.bOttN In eaoh O88e
Ihould be bued on ~ho _a.tment or prIll-
oiplBBprovided lor atml1a.r or r.la.1lild tWJIlIl
of oost.
1. AdvertiBinr a.ud pubUc relatioDl ooats. a..

The term advertialnr ooata mellllll t.be oosts
or advertlal1lll' media a.ud oorolla.r3' admin18-
tratlve POllta. Adver~ madja iDolu4e
ma.gu!nBB. newspapal'll. 1'Id10 0/1 telev1Blon.
dIreo~ ma.ll. llZhlblta, ele~roDio or oomputer
troBmlttalB. a.nll t.be 1Ike.
. b. The term pub1l0 relatlO1lB iDoludell eem-
munity relatlolls od m8&1llltho.e activities
dedloated to ma1nta.llling the imare of the
ncm-prottt orra.ntzatlon or mainta1l1lllg or
promotllllr 1llldel'lltandiDr od ta.;'orable rela.-
tloDl with the oommunity or publto a.t lvre
or a.ny Berment or the pub110.
o. The onlY allowable advertisblt ooats are

thoae whloh are 1I0iely for:
(1) The reorll1tmlJlt or peracmllel requtred

lor the pertorl'lllJloe by \lJle1I01l-prottt orrani-
latlon of obl1p.tiona aril1D1 under a 1I'ederlLl
a.w••rd (See ••180 J)&ra&'rapll 4l.1'teoruttlng
, ooatl. &114 pa.ra.graph 42. Relocatloll OOlti. or
,tbll appelldix);
(2) The proouremellt or rOOd8od ssrvices

ror the perlormanoe or a Fecleral award:
(8) The dlepoaal of Iora.p or' SUJ'JIllIBmate-

rial. e.oquired in the performanoe of a. Fed-
el'8.1awa.rd exoept when 1I000-profitorre.Jllza-
"ODa a.re re1mblU'lled for dlepDBt.1oosts ••t A
preileterm1Ded &mount; or
(4) Other speclfio purposes neOll8B&1'Yto

meet the rlllluiremeDtII of the Feilera.l award.
d. The only ILIlo_ble publlo fe1a.llioJlBooetll

a.re: •.
(1) Ooats apeotf1oe.11yreqll1red by t.be Fed-

era.l a.ward;
(2) Ooata or oommunloating with the publio

and Pl'8llllpertalniu to BpeoUl.oa.otivttiea or
aooompl1Bhmellts whloh reaul~ trom perform-
alice or Federal r.wILrdB(th_ co.ta are eee-
B14eredlIeOlllary as part or the outreach er-
fort tor the ll'eilera.l award); or
(8) Ooete or oollduotlnr ren.ra.l11alllon wlt.b

neWllmedia lLIId,.overnmeDt publlo relallione
omoar.. ~ ~e exteD~ tha.t suoh aotlvlties

pt. ~D. App. B

are limited, to oommunioa.tlon a.nd lla.i8Oll
llaoeeea.ry keep the publlo informed on ma.t-
tel'l or publlo oonoern •. Iuoh as notloes or
ll'edera.l oontraotl/lTlollt awards. finanoia.1
mattera, BtO.
e. Coats Ident11'1ediD aDbparqrILphB 0 od d

If inourred for more thall olle Federal award
o~'COl' both 8Pooored work and othsr work or
the non-profit or •••.nilllation. are allowable to
the extant that. tbe prlDoiplee iD APPIllldilt A
to thlB par~ para.rrapba B. ("DI1'8Ot OOlts")
••.114O. ("Illclt1'8OtOoeta") are ouened.

I. Un••.l1owable /iodvert1BiD&'and publlo relA-
tlollS oosts inolude the lollowiDg:
(1) All advertl.alnr and PIlbllo •••lAtlona

Doats other th&n as IP8oUl.ed In 8Ilbpa.ra-
graph. e, d. 8.11(1 e;
(2) OOBta of meetlllll's. 0011vellt101l8. 0011-

VOcat.1oDl. or other events related to other
aotlvlt188 of the nOJl-JlI'ofit orrantlllloMolI, 111-
oludiU:
(a) 008$a or 41spll\:Yl. demoDBtra.t.1oIlB...nC!

llZhIblts;
(b) Ooats or meating room •• bOlPitality

suttee. and ot-her B]l801al fa.o1l1ti. UIIed in
conjQll.otlon with &hOWl ed o~e,. Ipeolal
evalltl; od

(0) Sa.la.rie! 8011/1 W••••llB or emplOY88. ell-
raged III Mttlnlr up and dilpl...,.inll' exhIblte,
m&ki1)lrdamonsbrat.101l8. od provtdlDi brief-
ings;
(8) oosta of promotion ••.! Items and memo-

rabllta., InoludiDlr mollell. rut•. and seu-
venire;
(4) Coats cir adver~lainr an,d publio relationl

dutrned lolely to promote lihe non-profit 01'-
r8ol111 ••tlol1. ' ,
2. AdvlllOry OOllllolls. aoats {noulTed by ad-

vllory oouolll or oommittal. are allowa.ble
lUIa. dlreot; OOlt where r.1l1;boriHd by the Fed-
eral awa.rcl.iDr &Il'enoy or a.s an illdlrect OOBt.
where allooable to Federal a.wardl.
3••A.loohoJio bevIll'lll8.. Ooata or alooholio

bevlr".aa are unallowable.
t. Audit 001111 and related aervlo88 ••.• The

ooata of a.udlts requtred bl, and perro~etlin
aocordel:loe with. t:he Sillrle Audit Act, as
Implemented by Olrol1la.r &-.188, "Audits or
Stl.tea; Looe.l Govemments. &lid Non-Prol'lt
OrglLllillla.t1ons" are a.Ilowabl8. AI.o •• a 81
U.S.O. 'lG06(b) and BaotloJl280 ("Audit. 008ts")
of Clroular A-I88.
b. Other audit oOlta U'B allowable if In-

oluded In 0 ind1reot OOlLtrate prop~l. or If
apeotttoally approved bl t.be awarding a.ren-
oy as a. dtreot OOlltto &IIaward. -
o. The OOBtor a.rread-upoll prooedureB an-

rarements to monitor Bubreoipl81lts who ue
exempted trom A-18B1llldu' Motton 200(d) are
a.1lowa.ble. Illb;leot to the oondltiolls lilted ill
A-liS. ,eotlon 280 (b)(2). '
6. Bad debts. Bad 'debts. l110ludlllr 10.8e8 .

(wbether a.otua.l or e8timated) a.r1B1Ditrom
ulloolleotlble I.OOOUlltland other olalms. re-
lated oolleotlon ooatl, and related leglLl
DOstS,arB llIIa.llowable.
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6. :BontUlI' OOlIis. L. lIODdina ooet.s arJaB
when the Fedll!'lLl Government reQuirea all-
Burwoe Af8.InBt 1b1L11oJaJlOB8 to Itself or
others by reason 01 the aot or default .of the

, non-P1'Ofit orp.n1I&"on. They arllle alBO in
Instanoea where the DOD-profit 01'8'LI11lla.tloll
l'flQulrea B1mllar LBBurLnDB.Inoluded are luob
Donde lUI bid, perlO1'DlanOB,pa:vment. advanoe
p&:rment, Inlrlna-ement, and fldeU'Y bonds.
b. Oosta oC bonlUD•. l'BQalreit pnrauant Iio

the terms ot the LWard Ill •• I\JlowLble.
o. Coats oC bODdinr requlre4 by the nOD-

profit O1'BAUiIl&"onUl tb~ •.enera.] oonduot 01
Ita opera"ODI are allowable Iio the IIXtent
tha.t lUob bonmu. 11 Ul AOOorilanoe with
aound businlll praotiOll IIDd the nt.. and
prem!ume ere l'BaaDD&ble undlll' the otr-
OI1D1BtanoeB.
'7. OommUllI01.tion ODilia.Ooata 1nolU'reil (Dr

telephone aervloea, low and JoDI' tUSt.anOB
telephone oaJJe, tll8ITAD1s, p08ta.ge, mIlS-
88D8'8r, elllOtrODio or oomputer tranlJDittal
Bem_ IIDdthe J1ke are a.Uowable.
8. Oom~&tlon for pel'8DDal 1Illi'v10es. a.

De11nltion. Oolnpenl&tton for paraonaJ serv-
1088 mo1Dd.. an 'oOJJJPllllllAtion pajd our-
rently or a.oara8d by the Ol'I'8lI1u.tlon for
lemoes of emPloye •• reDdered dur1ng the
pariod of the award (BXOBptall otherwiee pro-
vIded 1n slJbpa.rqJ'&pb 80h of thll &ppentUx).
It inoludeB. but Is not limited to. a&l&r1ea.
wac-es. dlreotor's and exeouttve ooIl\mittee
member's Ie ••• 1Doentive awa.rdB. frinre bene-
fits. pena10D plan oosts. allowanoel for off-
site 11&7,m08Dtive ~, loo&tlon a1lowuIl8B.
he.rdBhlp PAY.and OOlItot llV1n8' tUfrerentialB.
b. AlIowab1l11iy. :mxoept as otherw1.e 8]le-

olfioa1l7 provided In tlds PAl'a8'1'Iopb. the
oosta or noll oomp_tton a.ra allowable to
the extent Ulat:
(1) Total oompenaa,tion to individual em-

ploye.. 11 realon&ble for the aerv!oe. ren-
dereit ADdoonforma to the eall8.bl1l1hedpolloy
Of the orpu1eatton oona1steiltly "pp1lid to'
both Federal LD.4 non-P'eIl.era.l "otivlt.lea; and
(2) OhLr£"e8to &w&rdl wbether tre&ted f,8

41l'llot 01' indireot oostll are determined Nld
supported as rsqu1re/l in thlB lHlo~-a.srI.pb.
D. Reasonableness. (1) When the orga.D1zllo-

tion i8 predoiD1nutly BDl"aged In aottvlties
other thLl1 those sponaored by the Federal
Govlll'Ilment. OOmJlBJl8&tioDfor employellB on
feder&UY-apoJIeored work wUl be oDllsidel'ed
rea.8onable to l;JJeextent tha.t It Is DDDsiitent
witll that paid lor 8lm11e.rwork in the Q1'I'•...
nlellotion's other aotivIttes.
(2) Wbenthe orranlllLtiDIlls predominNlWy

enpt'ed lu Iedarally-sPDDBOred aotiVI"llB and
In oases where th. ktnd of employee. re-
qn11'ed COl' th. Feder&l a.iltlvltles are not
10Llnd lu the orpnlAotlon'1I o1;ber aotlvlties.
OOIU))8DslIottonfor employe.. on 1'ederaUy-
lIllOnBoredwork w11Jbe oonsldered reMonable
to the extsnt thllot It Is oompa.re.ble Iio th&t
pa.!d [01' Blmila.r-'Work tn the Ia.bor mlLJ'kets 1D
wb10h the orpD1eatloll OOJDpetllBfor tlle
kind of enlployellB .Ul\·olvea.

2 CFR Ch. II (1-1"()9 Edition)

d. Speolal oonslder&tloDa ill determining
&lIowllb1Jlty. Oel'talD ,OO»dltlo118r.qml'B lpa-
Dial oonslderatlon and possible limitations In .
dBtermluinl' ooets under Federal aW&rdl
Where IlIDOUDta01' types of Oom~IIIIot1D1l &11-
peB.l' unrea8on&ble. AmonI' snoh oondltlons
.are the followUl&':

(1) Oompenea.tlon Iio msmblrB of nOD-prol1t
0lyan1l&tlonB. truta •• , iItl'eotor., ••••ooJ&tee.
offioers. Dr the 1mmetUate fa.mJ11es theriot.
Detlml1natlon Mouid be ma.d$ th&t Sl10b
oompenea.tion 18 l'BUDIla.ble for the aotl1&l
]lIlI'8ODlllBemllBl rendBl'tld ra.ther thllol;lr. 411-
trllll1tton ot eantinp mao ••• of oosta. .

(II) AD1 ~ •• in an O1'8'an1Ia.tlon·s oom-
pana"tlon po110y reaultbl8' 1D " substantial
more •.•• in the organisation's level ot eem-
]lIID8a.tlon, )lI.1'tlouJarly when n W&8 OOIlOur-
rent with IlJI more".e 111the ntio of Federal
awards to other aotivltiea of the orgaDil&-
tlon or any olIure 1D the trea.tm81lt ot.&I-
low&b1l1ty of 8]1801110types ot oOUlllensa.tion
ilue to obu&,es In Fedaral po1107. '
e. l1naJ1owable onllta. Oosts whlob &rtI 1IIl&I.

lowable under other )la.r&lll"llPba of Uble ap-
pendIX Iha.U not. be &11owLble. under th1I
»ararrr.pla eol.1y on the ba8ia thLt !!hey oon-
atltute per.onal oomPen8fotton..r. Overttme. extr •...pa.y eh1ft. and multi-
Bhlft prem1LlD\8. l'remium. fOf overtime.
extr •...P&7 Bh11'tB.&lid multi-lib1ft work are al-
lowable onlv wit11 the prior 'fI,pproval of the
&wai'dUlc-apllo;V exoept:
(1) WhIlD nellB88a.t'7 to oO)le with emlll'-

renoles. suob 'asth08e luult1n, lrom aooJ-
dentl. na.tural CU•••• ter.. brellkCloWDll ot
eqUl)lmllDt. or ooor.elonaJ O)l81'&tlonal bottle-
neoks of •. apora.d1o nature. .
(a) When employees are )larJ'orn;l1ng Indl·

reot tunotiOJlll, suob &8 admlni8t1'&tioll,. maiD-
tenIlJIoe. or LIloount1ng. .
(8) In the parformanoe of tests, iabor&to1'3'

}Q'OoBduru. Of other B1m11ar OPB1'&tlODs
whiob a.re oontlnuous in Dame &lid O&DIIOt
l'BMona.b1y blllntll1'rupted 01' otherwise com-
»lmd.
(4) When. lower overall ooet Iio the Federal

Government wDlreeLllt.
g. FrlDl'e benefits. (1) 11'rlD,8 benefits in

the {onn of regl111lol'oompBllsa.t1on paJd to
llJlwloyie8 4ul'llll' parlods oC aLlthorlzlld Ab-
BBnOBStram the job, sLloh as vaoa.t1on leave.
slok lene. m111ta1'3' laa.ve, ADd the Uke. are
allowable. P1'Ov1de~ .uob ooats Bl'8 Abllorbed
b7 &11o1'•.a.n1s&tlon aottvl tie. III Pl'oportiOJl
to the re1a.tlve LmOWlt of time Dr efl'ort AOtU·
I\Jly devoted to ea.ab.
(2) 11'ringe 'benefits In the rorm of IlI11ployer

oontrlbuttDllll or expeDIlIlIl :CorBOola.!880urtty.
employe. in.uruoe, worman's OOJtIJlIlllllf,-
tlon iD8Ura.no., )lenaloD plu oosta (Bee .ub-
pal'a.rrr.ph 8.h of this a.ppendix), 1\.114the I1l1:e,
are alloWLble, p!-'Ovli1ed BUob banefita 1Ll'tl
gruted In "cciorda.Do8 with eetnbll8he.!1 wrJt-
ten 01'gILDIz&tion po)101e8. Suoh benefits
whether la_teG all in/l1reot oosta 01' as d1reot
oosts, shall be dIBtrlb\\ted to llartloulr.l'

r

~
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awardl lloJldother aotlvitlea in A:ma.uller 0011-
811tent With $he pattern or benente A00l'uing
to the IIIdividaaJ8 or group of employe88
WhOIB DIArie. a.ud wa.pa IJ'8 ob8.1'pable to
auoh AWa.l'IlalloJldother a.oUvlU88.
(8)(a.) Provlslonl Cor a reaerve under a ee1t·

Insuranoe program ror unemlllo;vmellt oom·
pllnBD.UOnor workerB' oom])llDD~lon Are -.I.
10wa-ble to btle extent. thD.t. the provialoDi
reprllBent reaeona.ble eatlma.t.88 or the Uabll·
ItlBBfor auoh oompewtlon, tmd the typBBor
ooveraC'e, extent of ooYBrll8'l, &I1dra.tes I\J1d
premillma would bve been -.llow ••ble had Ill·
eUranoe been purohullll to Dover the rJlka.
However, provision. t01' elf-Inllured llablJ·
IMIIBwhlob do Jiot heoom8 pa.yable tor mo1'B
th&n one year a.fter the provlalon II ma.de
shall not exoeed lIbe preaent Wile 01 the 11-
ablUtq.
(b) Where an D1'I'lloJllu.t1ontolloWIl a oon-

Blatant. polloy or 8X1J'lIIl1nraotua.l Payments
to, or on beha.lf of, emp}oye88 OJ' foriner em·
ployees for unemplOYJllent. oompenDtlon or
workers' oompen8&Uon, auoh pa.YJIIente aTe
a.llow••ble In the YlW' ot payment with the
prior APPl'OValer the &Wa.rtl.1nr&PlIO)', pro-
vided theY &1'B-.llooated to -.JJ aottvltlea of
libe orp.n1.atton.
(t) Ooats 01 InaurlLIIoe on the lives of truat-

eas, ofi'ioei'a, or other employeBB holdIDg po.
B1t1ons or atmllar 1'lI8poll8lbllltT l!-1'B"UOW·
a.ble only to the extent th ••t the In~OII
1'BPl'BBBntea.adttlon-.l oompenla.tton. '!'he
oolltB of auob lnaura.nOll when the orglloJli••••
tion II na.med aa benel1ol&r7 IJ'8 unallow ••ble.
h. OrranIDtion·fl1r:al8hed ••utomobl1eli.

That porUon or thll ooat of orra.nlDtlon·fur-
ntabed automobile. that relatall to peraonllJ
lUIeb, IlmpIOYIl88(lnoluding tra.neportt.tloll
to and from work) II ullallowable u 1r1ll8'e
benefit. or Indlreot ooata rera.rdJ ••• of wheth·
er the OOlt Is reported •.• taD.blll Inooml to
the employeDs. Thell8 OOIte r.re allowable •.•
dlrellt ooatli to 8JIOneorllll award when neo·
88B&r7tor the perrorma.noe of the sponsored
award a.nd "pprOved by ••w8.1'dinr apDolll8.
1. P8llBlon plan ooats. (1) Coata or the orga-

nl8a.t1Dn's pensiOJl plan wblah are InGurred in
ll00urdtmOIl with the eeta.bUshed polloie! or
the orrlloJlilatlon are IIJlowable, provided:
(a.) Suob polloles meet. the tBBt ot reuon·

ablllDeBl:
(b) The methods or OOIlta.l1ooatlon t.rB not

d1sorlmlnatoryj
(0) The ooat a.aa1gned to eaoh f1aoal year 18

determined In aooordlloJloewith rBllera.lly a.o-
OIlpt8d aOllounting prfnolplea (GAAP), " pre-
IlO1'lbedIn AoooWltinl' Prlnolple. :Board Opin·
10n No. B l88Ued by the AmeriOlloJllnatltute of
Oertlfled Publlo AeoOWltlloJlta:a.nd
(d) The oo.te a.lImed to a 8"lv811filoal year

are fUnded fol' all pla.n partlolplll1te wltbIn
Blx month. after the end of that YlW'. Bow-
ever, Inore"e. to normal &lid p8.8t •• rvloe
])lID81onDO.tl oau8ed by a delay 111fUnding
the aotual'lal l1ablltt, beyond 80 days a.ttar
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eaoh qnarter or thll year to whloh BUM OOlte
are •.•slpable a.rll un&uowa,ble.

(II) Pension plan termln ••tloD 111811ra.noe
premium. paid puraumt to tbe lIImployeB
Retl1'Bment lnoom. Beonrlty Aot (DRlSA) or
19'14 (Pllb. L. 811-t1l8) Il1'Il ••Uowablll. Lata PA¥·
mllnt ohargea on suob premiums a.rlluna.llow·
e,blll.
(3) JIlxOI88taxll8 on aooumlll •.ted fllndlnr

daflolllnol88 and other pena.1t188 Impo.ed
under DlIJSA Al'Iluna.Jlowablll.
j. Incentive oompenDtioZl, Ina.DUn oom·

penaa.blon to emplo,1ltl1 bued on OOB~rlllIllo·
tlon, or eMolllnt performance, BUDIletion
..warda, aafet3' a.wa.rde, e$o.. are allowable to
thll extent that 'he over-.JJ oompenotlon 18
determined to be reaeona.ble &lid B\lob OOlIte
aft paid or &OO1'Iledpursuant to an •••.r ••..
~ent. entered into in good faith between the
ll1'Il'anillation and the employee. bafore the
.ervl088 wllre rendered, or pUrsuant to t.ll lie-
tab1lahed Plan followed by the orp.n1Dtton
80 conaI8~tl;v aa to imply, In etteot, t.ll
a8'1'Bement to make B\lobpayment.
k. SeVert.llDB pa.y. 11) Sevll1'lolloeN', a.lao

oommonly reflll'l'1ld to ••• d1sm1sBal wages, II
a. pa.;vment In addition to reilUa.r wartn and
wac... b, ol'ltl.lltsationa to workll1'8 who.e
em)llOYJllent Ie be1ur liermlDa.ted. OolltB or
8evera.n0ll PAYAl'Il aUowable ODb' to tho llX-
tant. that IlIllaah _,It ia required by: .
Ca.)La.w
(b) JIlmploYll~amploYlle arrellment
(0) DatabllBhed polioy that oonatltatea, In .t·
fllOt, &Ii Impllllll •.•.••••m.nt on the D1'I'lloJll·
Batton', part, or

(d) OIrOl1matancea of the partiol11a.r employ-
m.nt..
(2) OOBteor 81lV1l1'&1101pa.ymentat.re divided

Into two Oa._Cri88 •.• follow.:
Ca.)Aotual Dormal turnover BIlVert.llDBpay.

menta lhall be allooated to a.1l aotlvltl •• : or,
where thll orra.ni8&ticm provldu tor a r88erve
tor normal aeVere.D088, suob method will bll
a.ooeptabl. It the alwa'e to oU1'1'llnt ope!'-
a.tlon8 t. reaeonablll In light of payments ao-
tuaUy mAde 1'01' 1I0nn••l sever ••noes over ••
rllprll8elltatlvll put period, lloJldIt lLmOl1llta
oblL1'lTed&1'1allooa.ted to all aotivltl88 of the
orpntsa.ticm.
(b) Abnormal 01' mll88 sevll1'lloJl08pay Ia of

811Cha. oonj80tUl'al nature tha.t m8&ltlrement
or OOlite by mea.na at a.n aOCl'Q&\will not
a.oh1eve equit3' to both pa.rtleB. Thll8, aoorD-
-.18 for this P\1l'IlOIlSare lIot -.JJowabJa. Bow-
ever, the 11'00111'&1 Governmant reo08'lllAB Ita
oblliratloll to partio1p&te, to the Ilxtant ot Its
rw sha.re, In e.n;v Ilpacll1c PlWmllllt. Thus,. 1.1·
10wab111t3' wm be oonlldllr8d -on a oa•••.by·
oue baaI.1n thll event 01'ooourtllnce.
(0) Oostel1101H'1'IldIII oertaln 88vera.uOBpa.y

p••ckar81l . (oommonl;v known a8 "I. gOld8»
pa.raobDte" pqmllllt) whloh are In ••n
amount In eXOll18 or the normal •• veranoe
PloY p••ld by the org ••l11Ia.t1onto ••n employee
upon t8rmlna.tlon or emplO~IlDt ud are
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pa.1d to the employee DOntJJlgent UpOl! 8-
ohllJlpiD ma.nqemBJIi OOJltrol over; or OWJI-
el'8hip ot, tbll olTaJl111alilOD'e •.•• Ilta a.re una)-
lowable. ,
(d) 8ev8lllI1oe p8.3'1»BJl58to 10l'e1gJl Jla.tloJl-

ala employed by the olTa:nisation outalde the
United Sliatee, to the extent tba.t the amount
axOllllu libo ouatomlM7 or JIl'IIvall1nl' pra.o-
tloea for the O11ra:ni-.tloJl 1JI the, UJllj;11d
States are unallowable, uw_ they are nee-
eeaary for the pert01'JDIlJI08 of Federal pro-
Bl'&DIS and approve/l by awardlJlI' apDoles,
(e) BeV8llll108paymenta to tore1rn Jlation-

als smploy8Cl by tlle OIT&D1n,tiODoDtal/le th.
United Sliatee due to the termlJlatioll DC liha
fOl'8lp natJo:n$o1aa a nauIt ot the olosiDg of,
c»' ourtailmant ot a.otIvlt1ea bY, !lbe oriranill&-
tJon iDthat oountci'. are lUI&Uow&b1a,wei.
they are lI80ll88Ilo17,for ,the pllrfOnn&ll08 ot
FaderaJ :prorra;ma and ap:proved bY awa.rd1D1'
agenDtelS.
I, TralniDg oOlta, See pa.rapoaph 49 of t11lB

appendix.
m, Support ot Balarles and WlIlfel.
(1) Oharl'll to awarda tor Balarlea and

wages. whether trsated U iI1J'eot cOsta'or lJ1-
direot ooeta,' w1JI be baaed on doollmBJIted
payroJls approved by a J'NlIODIl1bleofftola1(s)
of the orrlllll&a.t1Oll. The dllltr1butlon or 8alll-
n811and wag811to awa.Ms must be l\1I!ported
by personnel aotlvity reporta. &I :preaoribed
III 8I1bpuarraph 8.m.(2) of tbia a.ppendIx, ex-
Dept when a lubst1tute IY8tem baa baOJl ap-
prove\! iD wrlt;bJg by the 008Dlzant lIlfenq;
(Bee 8I1b])&1'&lJ'apb]11.2 of 'APpendix Ato thlB
part.)
(II) BaPDI'tB re1'iaotlJlr the distribution of

activity of eaoh employee muat b~ maln-
talned for a1l aliaff mambBl'B (profBll8lona1B
and nOllprof81181.ol\&lB)whoae OOJDllllJl&tlOD:18
olIl\.l'll'Bd,in whola or iD ~. direotly to
a.warclB,In addition, 1JI order to aupport the
aJlooation of indireot ooata, BUOh reports
mUlt &leobe ma.1nta.1ned tOJ' other emplOys ••
whOle 'Nork lJIvolv88 two 01' more t'lmOtiODB
Dr aotivlt1'1 If a dJstrlbutlon' of theil' oom-
p&n8atlOll b.twaan IUolI t'IUlotionB or activi-
ties ta neadaCl1JI the detarm1l\llotlon of the Dr-
p.n1.l&tlon's1n41reot ooat rate(s) (e.,., an em-
ployea BlIBagadpa.rt-tlma in Indlreot 008t aD-
tlvitl81 and part.-t1me III a. dIl:eot tllllotlon).
Baporta maintained by non-)I1'ofit 01·g&l11&••-
tlonl to II&tlafy the.. nqUJramOJIts muat
meet the followlnl' sta.ndarcls: '
(a) The ~ports muat refJeot an alter-tha-

faot /letermlnation ot tha aoliual aotivlty of
ea.oh employea. BUdI'et eattmates (i,ll.. eatl-
ma.tss determinad before the Barvlollli are
performed) do ilot Quallf:v as aUPPOI-t fo)·
olla.1yas to awarde.
(b) lkoh rapor~ muet Looollllt tor tbe total

aotlvlt)1' lor which employelll' are com-
paJUlfl,tB/Iand whloll ia reQu1rad In fUlfillment
of theil' obligations to the ol'8'a.nilatloD.
(0) '!'he repo11i1smuat be Ilgned by tho indl-

,riduaJ employee, or by a reB]lone1ble SUp81'-
vtaOlT oifiolaJ hl\v1Dg Clret 'band knowledge
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of tbe aotlvltlea performed bY ~8 employee.
tha.t tile dlm.'lbut1on or aotivlt)l' reprllBnta a
reuoDll.ble .atlma.te of the actual W01'k pel-
tormed by the employaa durlJJl' lihe pe1'1oda
oovefed by the rapm'ts. '
(d) The reports mUllt be prepared a.t least

monthly a.nd muat oolJlo1de with one or more
pay periods, ,
(ll) Oha.rgea for tha BaJariaB 80IIdwlIBIlli of

nOilprotne1onaJ employe88, iD addition to
the sl1.PPort1:nirdooUmOJlta.tioD l1eaortbed In
BDbparqr8,1lbs (1) and (2), mlllt a110 be 8Up-
lIorted b;Vrecorda lnd1oa.tlJIg th. total nnm-
ber of bours worked eaoh da..,.malnta.1Ded in
Donformanoe with Department DCLabor 1'8g-
ulatlone implementing the Fair Labol'
Standa.rdl Aot (PLSA) (gg om]Jart 618). For
thle JIUl'POBB,the term •'nDDJIrofeeslona.1 em-
ployee" .hall ha.ve the Blmla mea.nJnr a8
"lIollexempt employee," nnder JI'LSA.
(t) Ba1a.r188and waps of employees DIed in

meetlntr ooat shRill&' m' matol1tni' rIQu1re-
menta on awa.rda must. be supported In the
Barne manner •.• aa1ariea and wlII'ell ola.1med
tor re1mblU'llllIIlOJItfrom awarding ",OJIolall.
9. Oonli1Dpnoy prov1e101ll. Oontrlbutlolll

to a oontJnpnoy teaens or any e1mllar pro-
v1aioD made for eVOJIa the ODOlU'reJlDBof
wbloh oazmot ,be fOJ'etDld with oertainty &I
to time, inten8lty, 01' with an &8llura.DOeof
their haPPOJJ1Jlg, a.re una110wable. 'I'h. term
"oontinl'enoy reslrve" l:xolndel l.lf-lD8\1l'-
&DOBrBII8J'VBS(B.. Appendix B to this pm,
paragrAph. 0••••(8) &J;Id ll\I.&(ll)(d»i pension
t'IUldll (188 paragraph 8.1): and reaervBB for
normal aeverano, pay (aee Pa.rlllftaph 8.k,)
10. D.f.nBe and proBeoution of orIm1Ila,l and

oiv1l prooeadlnp. olalms, &alPeal. and patent
1DfrIDgamOJlt, '
a.. DennttiDJIs, (1) OonvlotlOll, 88 llIed hate·

In, mea.na •. iudcmOJIt OJ' a oonvlotioD of a
oriJnJDal oU_e by a.ny Dourt DCDODlJl8te:nt
iU111d10tloD, whether enliered UPOIla8 •••ver-
diot 01' a ]J1sa, lJIo1ud1Dg a ooDvlDtiOll dDe to
a plea of 11010oont.elldere.
(2) OOBtamolllda, but are not limited to,

admlniBtrative a.nd olerloal explJI8BS; the
DOlt.of legllol lIerviooe, whellher JIIll'forJne/l by
lJI-houlB or )I1'lva.ta oOlUlael: and the ooatl of
tbe 8arv1oea of B.Ooounta.nta. oOl\8ultanta, or
othara l'stalned by llha organisation to &Islet
it; OOBtsof employees, offloara and trUBt.ellS,
and any 11m111lol'ooats inourrad bafon. dUl'-

, iDg, and a.Rer oommenoem8llt of a.j\ldio1a1 Dr
Il.dmlntatratlve prooeeding that baa.rs a dI-
reot l'B)aUolllbtp to the )I1'008ediJlllll.
(8) ~raud, all UBed 118l'elJl, ZIl8lo11S aota of

ll.••.ud oOJ'l.'npl'ion 01' attempts to dllA'aud the
Fed'l'al Govel'llment. 01'to oorrnpt Its lIBenta,
Il.ota that ooD.tltnte a 0&1I8Bfor debtmnBllt
Dr BUB]lBJlelon(aa Ilpeo1£l.d 1JI ageDoy ragul ••..
tlDll8), a.nd a.ots wll10h "Iolate the False
Clalms Aot, 81 U,S.C,. BIlOtJODl872&:-8731, or
the Ant,I·Xtokba.ok Aot, 41 U,S.C,. seDtloD8 61
and 64. '
(4) PeJla1ty does not 1JI01ude l'Bstltution, re-

Imburaament, Dr oompensatory /la.mag88.
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(6) Proa.edlnl1nolades a.n In" •• thrlL-tlon,
b, ell Bxoept as otherwteo d.eonbed herein,

008ta Inourred 111OOJlll80tlonwitb AnV onml·
naI, olv11 or administrative prooeedlng (In·
olalling nunr of Po falla oertll1oatJon) eem-
menDed by tha Faderal Govemment, or a
Btate, looal or forelrn lrOJlernJUeDt..are Dot
allowable If .the prooeedlllll': Relates to 8. vlo·
latlon ot, or ra.tlurB to oOmply with. I\. Fed.
eral. State, looal or toreip .tatnte or mu·
1.1lI01l by tbe orrani •• "on (lllolud1llr Its
&Il'8ntBand emPlo:veea), a.nd reaultl In Uy ·or
tbe foUowlng dlapolltlOll8:
(a) III a orlmlnal pro08edlng. 8. oollvlotloll.
(b) In a olv11 or administrative prooeedlllg

Invol"lng ••n ••11•••. "on or fraud 01" Bimll&l'
mleoonduot, a determinaCion er organa&-
tlollal lI••bl11t1r.
(0) In tbe DUB of anv olvll or adm1niatra·

tlve prooeedillr, the ImpollltlOll or a mone-
tary penaJby.
(d) A final deolslon by an ap])roprlate Fed·

eral offlolal to deb&l' or 81l8ll8Ddthe organ1.
••.tlon, to reaobad or void a.n award. or to ter-
mln ••te a.n .w&rd for defa11lt by relUlon of a
violation or fall1l1'8 to oomPl7 With a Ia.w or
regalatlon.
(e) A di,poaltion by oOD8ent Dr ODJD·

promlae, if the BOtlon 0011ldhave ,.eulted In
any. of the diapoa1"onB daBorlbed In aubJllLl'a-
graphs 10.b.(1)(a), (b), (0) Dr (d) of thtI a.ppan-
dlx,
(2) If more than one prooeedlnr 1IIvol"e.

the eame allerecl misoonduot, the D08t. of a.11
.uob prooeedinga lIhall bs llIlallowable It uy
one of them rellUlte In one oCthe cUllIoB1tiOD8
Ihown In subpara.rrLph 10.b.(1) of tbts &ppen·
dlx.
e, It· a proDfledlnr referred to in lubpara-

,ra.ph 10.b of thll appendix II oommeDoed b3'
the 1l'edera.l Governmellt and 1s reaolved by
oOD88Dtor OOJ!1promil8p~rauallt to 8Jl agree-
ment antered into by the orrantsa.tion &Dd
the Federal Gov_mant, Ilben the oOlta 111·
ourred by tbe Drganlu.tiOll In DDIlJleOticm
with BUchprooeecllJlP that &l'eot-barwile nDt
a.llDwa.ble under subparagraph ]O.b oCtlda ap-
pendix may be a.llowed to tbll extant BP80ifi-
oally provided In auob arreement.
d. If 8. prooBedllll' referred to lJ1 subpara·

gra.ph 10,b of this appendix II oommenoed b3'
a Sta.te. local Dr fora\p roverDmant, the 8.U·
thor1ed Fed81'llJ OtfiOIMmay allow tbe ooata
inoUJ'l'ed by the Drgantzatlcm tor eDoh pro-
oeedings. If BDOhanthomed offiolal deter-
mines bha.t tbe ooata were In01l1'red as a re-
sult oC a. lI]llloff1oterm or oonellticm or • feel·
erallY-lIpDnBOred award, DI' lI]leoff1o written
dlreotlon of an authorized offiolal of the
llPOllBorlnr ageDOV.
e. Coats InoDrred In oouneotlon wltb pro-

oeedlngs de.orlbed In 8ubpara.craph 1O.b of
this appendix, but whloh are not made llIlal-
lowable by that aubparagraph, ma.y be 1101·
low&d by the FelleraJ Govel'mneJlt, but o:o.1y
to'the extent tha.t: .
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(1) The ooate al'8 r••.•onable In rel ••tlon to
the BOtl"ltie. reqalred liDde.1 wltb the pro-
Deeding and the UJlderl3'1DrO&lIleof BOtlon;
(2) Payment of the ooata Inourred, IUla.Uow-

8.ble and allooa.ble ~Olts, 11 not JIl'ohlblted by
anl' other provlllon(l) of tbe 8poDaored
award: '
(3) The ooats at'll Jlot OtherwlB' reoovered

from the l1'edBP8.1Governmellt or & tblra
llarliy, either 41l'eollly u a reeult of the 1l1'o,
oeedlng 01' otbellWteo; ed. .
(4) The peroenta.ge of OOlts allowed doea

not lIxoeed the percentage determined by a.o
a.UtborlHd :redaral oUlo1aJ to be aPJlroprlata.
oODalderlnlr the o0D11l1exibyof the litigation.
renere.1l7 aooeptell. JIl'Jnofplea l'overninJr the
aw&rd of legal f888 In 01'911 actlonB Involvlng
the tJDited St ••tea as ••pa.r'y, and suoh othe~
faotOra &8 may be appropr1a.te. Suoh plroeIlt-
•••.e IIba.ll not exceed 80 peroent; However, if
an ll¥1'eBm8llt rll&Obed under 811bpar&gra.ph
10.0 of tb1a ap]l8ndix h&8 ell:Jll101tlr ooll81d-
ared tblB 80 p_t 11mltation ••nd pel'JD.ltted
•. btPer p8l'08Iltage, then the lI1ll amollDt of
oosta resulting from that agreement. thall be
Allowable.

f. Ooate iDOUlTed by the organisation In
oonneotion wltb the cleranae of 811tts brought
brlta emPlayeea or ex-employeea IlIld,r IIBO-
tlon IIot the Major Pra.ad Aot of 1888 (Pab. L.
100-'/00), Inoiudtng the 008t of ••11 relief nee-
_ary to make BUob emPloyee whole. where
the organieatlon W&8 fOWld liable or settled,
are unaJ.lowab1e. .
r. Ooate oC 1.81'&1,aoooUDtln" lLDd1l0D8ll.lt-

ut aervloe8, aDd rela.tsd OOlte, Inourred In
oouneotloD with de[eua8 ap.I.net Federal
Gove~DJUent ala.imI 01' appeal.. antltruat
lIUlta, or libe proeeoutlon of olalma or ••ppealll
N'a1nat the lI'edllral Government, are unal·
10wa.ble, .
h. Ooate of 1••.•• 1, aooountw, and OOD8Ult-

ant lI8J'Vioe., ud ra1atecl OOlts, Jnourred iD
oouneotion wltlh pa.tent 1n1lina'8ment litiga-
tion, are unalJOWloble ·unlB118otherwl.. pro-
vided CorIII the lI]lonaored awal'dB,
I. OOlts which ma.y be lUIallowa.ble Il.Ddef

tht, pa.J'llIP'&JIb,tJloluding direotlr a_olated
oom, llhall be Beirea'ated ud acoounted Cor
b:v the orga.niIIation eepara.tely. Durina' the
pendanoy of II.DJ'prooe8d1Dg oovered br 8\1b·
pa.ra.rra.phs 1O.b a.n.d f of thiB appendix. the
Federal Government 8hal.l lrenerally with-
hold pa.yment of euoh COlta. HowDver, if In
the best IIltereBta of tbe FedeniJ GOVIlr.n·
ment, tile :reder&1 Government JIl&3'provide
for oonditlonal ll¥oYJl1ent l\Jl0ll· JIl'oviB10Dof
a.delluate leour1ty, or other adelluate aasur-
anoe, ud agreemllllte by the organlRtlon to
repa.y all unMlo_ble ODBta,pIal interest, It
tile ooata are IUb88quentlv detarm1ned to be
una.l1owa.bl••
11. DepreollottoJl a.nd U88 allowanoee .•..

Oompelleatioll for tbe •• , DCbuildings. other
oa.p1tal Improvements, a.nd elluipment on
hand may be made throurh UBeallowanoe or
de:pt'eo1l\tloD. However, exoept as provided In
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]lll.rAlI'ra.]lh11.r of this &]l]lIIIldiX,a. oombJna-
tlon or the two methoclB mlJ' Dot be uaed in
DOWleotlOllwith a. lII1Ili'Ie016118oC fixed _eta
(e.g., bl11ldlngs, oMoe eQul]llUent, oompater
eQulpmant, e"'.l .

.Ir. The oomputAtloD 01 UlIe ll.l1owa.noea or
depreola.tlan aha.ll be baaed on the a.oqulsl-
tlora 008t 01 the _eta Involved. The aoql11Bl-
tlon oost of an a.sBlIt donated to tbe DOD-prOt-
it orp.nlza.tlOD by a tlli1'd pa.rty .hall be Its
tm ma.rket .,alne at the time or the dOJl&-
tlon.
e, The oomptlta.tlOJI of UBe allow&n08S Dr'

depreolatlon wUJ exolude:
(1) The 'OO8tof la.nd;
(2)Any portion or tha oost. 01 buildinp &lid

eQuipment borne by Dr dODated by the FIlII-
eraJ .Government irraa,peotlve of whe1'e title
was or1gin&l1y VIIl1t8d Dr whare 1t ]ll'llIlllDt1y
reBid81; a.Dd
(3) AD3' 1l0rtioD ot the DOlItof bu11dl.Dgs&lid

89u1)lmlillt OODtributsd by or for th8 non-
profit Drru1la.tlon in Bfotlefa.otlon of &lIta.tu-
tol1' mII.tohing requ1reDlent.
d. Genara.l critena wheredellre01atlOJl

method is fonow8d:
(1) The per:lod of uHfUl Hwioe (usefUl lHa)

eatablisbed in u.ch ll8.Ie for usable 6a.pltal
assets ml1llt taJr.e into oonBlderatlon 8uoh fao-
tors as tne or OODltl'Uotlon, natlU'e 01 the
eqnipmant uBSd, teBhnololioaJ developments
1D the Jl&rtlOlllar prol'1'lU2l &rea, a.nd th8 1'8-
Dewa.1801Idrepla_ent polloies rollowed fol'
the individual lliemB Dr 01•• 8&oC ·aseets In-
volved. '!'he method DCdepreolatlon uaeO to
assign the OOBtof· &II -.t (01' I'1'0UJl DCaB-
eets) to &OOOllDtlngpenoda 8ball reneot the
]I&tt8l'11DCoonSUJIl:ptlon of the aes8t durinll'
Ita UBefulure.
(ll) In the a.beanos or o1ea.r evidenoe indi-

oa.tlng that the exPelltell OODll1m;ptloDof the
aBBetwill be llsDifiollnt)y l'1'8&tar or le •• ar In
the early portions of ita _00 life t.hlLDIn
the la.ter portioDII, t.he ltl'a1ght-llJ:le method
sha.ll be ]ll'uumed to be the aP)lro]ll'iat;e
method.
(3) D8]ll'eol&tlon methoda ODlle 118ed shan

not be oha.npo. I1Dle88 apJlt'llveli In adva.nll8
by the ooifn,tB8J1tll'adel'8J 1II8J1OY.Wban the
depl'eol&tl.OJImethod Ie introduoed for &JlJlll-
oa.tlon to alB8ts ]l1'8viouBly Buh'ellt to a. u.e
a.JloWllJlll8, tbe oombJll&tlon oC uaB allow-
a.noaa enO deJll'8otation appUoallle to lSUllbas-
sets mUBt not exoeed the tota.1 allQu1eltlou
ODBtor tbe "lIsta.
B. WheD the depreoiatlon method i& used

f01' biUldIDlIS, a. bulldlUi"S ahell ma)' be 1811'-
reg&ted .!rom ea.o11bu1JdlDg ollm)lOneDt (lI,g.,
plumbinB' BY.tam, heatlnB', anll all' oontll-
tloumll' BYsbein, eto.) 1\110.eaoh item (Iepre-
ola.tsd over Its est1l:nated useful Ufe; 01' tbe
entire bulldillf (i.e., the abell IlJld 1\11oonlpo-
neDta) ma.y be tJ.oeated as a. sll1,le asset a.nd
depreola.ted OY8r&sl.Dgla UleCUlI1fe.
f. When the dllpreol&t\on method Ie used ror

a. pa.rliioUla.r 01_ of aSl8ts, no dll]ll'liola.tloD
ma.y b~ allowed on a.ny sUllb lIIl8eta tha.t,

j
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UDder IIl.lbPluafl'll.]lb 11.12 or this appandlx,
would he viewed as fully depreolated. How-
ever, &reasonable U8lI a.11owanoi may be n.-
ll'ot.!"bed Col' noh a_ts If WM'l'8Dted I\ftel'
ta.k\llg into OOJIai.dera.tlOJlthe a.mount oC de-
]l1'811l.&t\onpreviouslY· oh&1'l'8dto the FederaJ.
Government, the eBt1mat1ld 1llentl life re-
ma1n1l1g at time of nerotla.tiOJl, the affeot of
8011)'inor_eA matDten801l11eolla.rJlIS 01' de-
o.reased eMoteno), aUB to ue, IIoIIdany otl1er
falltors pertinent to the utIll.sa.t1on of the
&BIet 1'or the ]lUI'Jlo.e llODtem.Jlla.ted.
g. Orltarla where the a •• aJlow801loemethod

1.fonowed;
(1) 'l'he Ulle a.lJowan08 for bulldlDp and lm-

proVllJlleut (mlllaci1nl' la.nd 1JIlproVeDlBDts,
suoh as paved parking arla.e, fel1oes, &I1d
aidewllks)· w11l be llOJIl]luted at &D 8.1IJ1uaJ
rate not eXlleedlnll' two paroent or &OQu1ettiOD
ooBt.
ell) Tbe U88 a.l1ow&I111etor eql11]lment;wUl be

oomputed at I&D a.nnuaJ rate not exoeeding
II1x &11(\two-th1rde Jleroant of aoQu1s1tioD
oolt. When tha naa allowanos me~od Ie ueed
for bulld1nB8, the 8Jltlre bullding JIlust. be
tirea.t8d·a.e a slD!l'le _et: fih.e lm11clli1r's com-
ponents (8.1/., p1\UDbmg system, heat1na" aDd
m oonditloDml' •• to.) O&1IDotbe 18I'1'ell'ated
fr(IJIl the bn1ldlnlr'. abell.
(8) The tWll peroent 11m1ta.t1.l!u,however,

need not be &pplled to lqu1PJllant which Is
merely II.tta.ohed or fB.Iitaned to the buUdtng
but 110tperpum8JItl;y flzed to it 80111'1~oh 11
ueed as fIU'DlIIh1np or d800ratl0Jl8 or for BJl8-
olaliH/i pm'JlOlI88 (eJ/.; d8Jltist oba1rs a.nd
dental treatment units, oountsrs, labo~tonr
benches bllited to tbe fionr,cl:la1lwashers,
JIloduJar furn1tmoe, carpetln&', 8tC.). anah
eqniJllDBDt wJl1 be llODBidereOas Dot be1Dg
permaD8Jltly fixed to th8 buUdinr if it ll&Dbe
removed without tbe Deed f01' llOItly or ex-
tenllv ••• lteratioDB or l'8pa.1ra to the building
or .the eQuiJllDent. lIlQu1J11J1entthat meets
thl •• orlteria. wlll be subjeot to the lllli per-
oInt 8Ql11pmel1tu •• allow801loelbnltatlou.
h. Oba.rlfllll for nae allowa.nose llr de:preola.-

.tlon must be supported by ad841ua.tePl'0]l81'ty
reoorda 8011/1phyaioal 1Dventorlell must be
taken a.t lea8t onoe aveTl two yelU8 (a lItatlll-
tllla.1 u.rnpling baeiB II aooeJltallle) to 8JlllU'e
that a&IlllllBexiet and a.re usable and needed.
WlIen the dlJ)I1'eoiation JIlethod i8 followed.
adequate de]l1'lloia.t1on loeoorclBmdio&t1111'the
amount of depreolatlon ta.k8Jl ea.ol1 par10d
must 11.110he malnta.1ned.
12. DonatioDll\D.d oOl1trlbutloDB.
a. Oonllributione or dona.tlone rel1d81'8d.

OMtrlbuttonB or dOJla.litODl,InDll1dinr oa.8b.
]ll'O]lart:v, and s81'Vioes, made by the organl-
IIIotlon, rega.rdlesl of the reoip1ent, 111'6nna.l-
lowa.blo.
b. Donatall 8Bl'Vioes reoeived:
(1) Donated 01' volunteer serVi081 ma.y be

farnlsbed to an organisalitou bY ]l1·ofeeslona.l
and teohnloa.J personnel, oonBulta.nte, and
othel' 8kllled and anlkille4 labor. The value
ot thellll BervtoBll i8 not relJJlb1ll'8II.bJeeither
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lIB a dlreot or indlreot OOlt. However, the
value ot donated servl081 m~ be ulell to
meet ooat 1Ih&1'ln8'or matohlD&' requlrementa
In l.o00rdanoe With the Oommon Bule.
(2) The value of donated Banloes utUlIla4 In

tile performanoe DC a cUreot DOlt aotlvity
shall, when materl&l In amount, be oon81d-
ere4 In the cletermlna.tlon of the uou-!»'oIU
ot'ltaJlll&tlou'a Indlreot; OOBtior rate!.) and,
aooordlnrl:y, aha.ll be alloo&ted •. prollOr-
tlon •.te ahare ot applloable 1ndlreot ooats
when the roll Owblll'exlet:
(a) The a;rhrate value or the aervloes 18

ml.tel'lal:
(bl The servloes are supported by a algntfi-

OMt •.mount ot $hB Indlreot. ooats Inourred
by the non-pront orra.n1latlon: aDd
(or The dlreot 001t. activity 18 not p\l1'8ued

primarily ror the benefit of the Federal.Gov-
ernment.
(3) In those Inatu.noas where there Is no

b•.•1a ror determining the talr market value
DCthe servio.. rendered, the reolplent and
the ooplBallt &BeDO:ylIbaJI negotiate aD ap-
propl'late allooatlon oC Indlreot ooat to the
Bel'Vi08ll.
(4) Where dona.ted lerv10es dlreotly benefit.

a prc'aot supported by an aWlIOl'd,the 1nd1reot
oosta allocated to the selvlou wiD be ooneld- .
ered •.• a part ot the toal ooata or bbe
projeot. Sullb indirect ooate ma.y be relm-
burled under the award or used to meet. 008t.
ah•.l'Ing or me.tohb:1g requirements.
(0) 'l'h. val ue" of the dona.ted lervl08. may

b~ l1Ied to meet oolt ahar!Dr or JIl&klhlnr re-
quirements. "under oondltlon. 48101'1bed 111
Seot!.on lIlli.28 or g 0lJ'R part lIlo (OMB Olr-
oular A-iUO)_ Where donated sarvloelare
treated •• lncUreot oOlts, lncUreot oolt rates
wlll leparate bba value ot the doJtat!.ona BO
that relmlmraement will not be made.
e, Dona.ted rood8 or apaoe. (1) Donated

I'oods: f.e., expeudable peraODa.1propertylaup-
p\188, aDd dona.ted uee or apa.oa ma.y be 1I1r-
nlshed to a non-proftt orga.niB&tlon. The
vaJue of the roode and spaDe la not reimburs-
able either &IIa direot. or Indireot oost.
(i) The value of the doptlo» m~ be used

to meet oo.t 8barliag or ma.toh1Dg ahare re-
quirements under the oondl tlDDlld•• o1'Ibed in
2 CFR part ll1li COMBOlrcular A-ll0). Where
dona.tlons are trea.tB4 88 1IIdlraot ooate. indl-
reot oost ra.te8 wID .epe.rate the v•.lu8 of the
dona.tioDl BOthat ralmburBemllnt WiDnot be
made.
18. Employee mora.lll, heaJth, and welfare

oosts.
a. The OO8ts or employee Intorma.tlon pub-

11o&tiOIlI,health 01' fJrBt-ald oliD101 U1d1or
infirmari •• , l'Ilorea.tlonaJ actlvltie., eiD-
ployee oouna.llng Be1"l10u, and aDYother ex-
Pln8111nourred In aooordanoe with bbe non-
proftt orBanllllLt!.oJt'. eata.bl1lhed praotloe or
ouatom (01' the improvement or worklnll' OOD-
dltlons. employer-employe. rell.tloDl, em-
ploye. mor •.le, and employee perCormanoe
.e.re allowa.ble. .

Pl. 230, App. B·

b. Suoh ooets wUl be equitably apportioned
to all aotlvltle. of the non-profit. o1'Il'MiBa-
tlon. lnoome ,enere.ted hom any or tbeBe 11.0-
tlv1t11111will be oredited to the OOlt tbereol
unl88ll such IDoome hal baen lrrevoaably Bet
over to employee welCare organlaatlolls.
14. lDntarta.lnment OOItIl. Coate DCenter-

t.a.inmeut.. hlOlu4lDg amusement, dlver8101l.
alld 800la.1 a.otlVitl8. and aDY ODats 41reotly
aaeool •.ted With B\lllb 008te (sullb •• tloketa
to .hOWB or .ports eyente. mealB, lodgiu"
rentala, nnaportulon, and gra.$nltlea) l\.l'8
unallowl.bl ••
16. JIlqulpment ud other oapltal llXpendl-

turu.
I.. Jl'or PIU']lOIIBS at thll aubpt.r&ll'l'8.pb. lObe

tollmDB' det1nlttonB •.pply:
(1) "Oqltal lllx)IIlDdltures" meaua expendl-

turea ror the aoqutaltlon oost; of oapltal •.•..
.ets (eqllipment, buildln,lI; laDd), Dr expendl-
turu to make impro.emente to oaplta.1 all-
lew that ma.te1'Ialll' moreue thslr va.lne or
uaeful life. Aaqulaltlon 001t; meanl the ooat
of the aseet InoludlDl the DOlt to put It 111
place. AcQuisition ooat lor equipment. tor ex-
ample, m8llDll the net invoice prioe ot the
equipment, Inoludlng the ooat oC any modi-
fioatlons, atta.obments, &008I80riee, or Bull-
1111'1 &JlPll.1'l.tuaneo8aaa.ry to m •.ke It uRble
for the purpose tor whlob It 11 a.oqulre4. An-
onl..r:v llba.rrel, 8110h88 tax88, duty, proteo-
tlve In tra.llI1t 1n8uru08, trela-ht. a.1ldluate.l-
ll.tlon mll3' ·be luoiudld fn, Dr exoluded from
the aDQulsl1ilon OOlt In aooordaDoe \Po1.ththe
non-profit ~iu.tlon'B l'eau1ar •.ooountlnr
pra.otloes. .
(i) "JIlqulpment;" mea.na an &rt.lole of non-

expendable, t •.nglble pereona.I property ba.v-
!Dg •. usefl11 l1fe of more thu one ysa.r and
an foOqul81tlon DOlt wblllb IQuals or exoeeds
the le8ler or the oapltallsa.tlon level eaab-
l1Bhed W the non·pront orrant_tlcn lor 11-
na.nolal .t&~ent PIU1lO•••• or 1110011.
(8) "Speola.l purpoee equipment" means

eq1l1pment wbillb is l1IIed onlY tor r •• oaroh.
medloal, .otentlfio, Dr other teobnlOl.l aotlvl-
tlu. Bxa.mpl88 of lIIPllolalpurpoee equipment
l.noIude mlcroBoopu. x-ray machines. Bur-
gloa.liDstruments, and apeotrometel'Jl.
(4) "GeneraJ Jl1l1'Poae equipment" mea.ns

equipment, Whloh Ie uot Umtted to luearoh,
mediO&l, aoillntiflo or other t.eohnl.o•.l a.otl.vl-
ties. Bxampl88 m01ude oMoe equipmllZlt aDd
£UrD1ablnga, moduJu omON. telephone net-
works, 1D1'ormat.lon teohnology equipment
and ayetems, air oondltl.oDtDg equipment, re-
produotion a.nd printlna' equfpment. and
motor vehiole8.
b. The tollowiDll' rulu or allowa.blllty BhaJI

apply to equipment. aDd other oa.p1tal ex-
pendlturu:
(1) Oaplte.l exp8Ddttur8B tot 1l'8nera.l pur-

pos. eqUipment, bulldlnga, and land are unal-
lowable •• cUreot ohe,rges, exoept where &p-
proved In ,!-dv&noebY the a.wa.rdlnr all'enoy.
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C~)Or.pital expeditur •• for IPeo1al JlU1'1lD18
eQll1pmet are r.l1ow&ble ••• dll'eot OON. pro-
vided th\I.t IteUUI with a, l1IIit ooat er SIiOOO OJ'
more ha.ve the prior It.Jlprov&1of the a.wlloJ'd1n&'
&genoy.
(8) O&pital expenditw.'88 for lmpl'ovlmellts

to laud. bu1Jdlnp. or equipment wblob mate-
rially li10reue their vr.lue 01' uuCal liCe r.re
UD&l1owableae a. dh'8ot ooat exoept With tbe
prior &P.JI1'Ovalof the &w&rd1Jl,8Benoy.

(4.) WheD approved ••••. .direot ohar,e pursu-
ant to JW'arra.])b lli.b.(l). (2). and (8) above.
oa.pJtaJ 8XJlIDdttin'aB will be charred In the
period in wlI10h the explllidililU'e 11 Inourred,
or u ollbB1'W1.edetermined ~oprlr." by
and negotiated with the a.wa.rdinl' &ranDY.
(6) ]lqD1pment and othar DIt.JlltaJ expeudi-

toree &1'e11IIaJ.lowable&8 IDdireot OOlts. Bow-
ever, Illle']lAragra.ph 11•• Depreota.tiDJI a.ud U88
allowa.uoe. ot tbll a.ppendix for rul •• 011tbe
alloW&bllUy of 98 allowuo •• OJ' depreo1a-
tion 011bulldlnra. outtalimJ)1'l1vements. a.ud
eqll1pmet • .AlBO, 8ee p&:&graph (8.. Rental
ooata of bllildinp ud eqll1pmet, Of.tht8 ~
pendix fOl'l'~" 011tbe allow&b1l1ty of ren~
ooeta for lud. buUdInp. &l1deQU1pment. -
(8) The lI:IllImort1zed )lOJ'Ii1on01 NIY llClUill-

ment wrlttBn off as a rHDU of a oha.uge In
oapJta.l1zat1on level. mll¥ be reoovered by
oontinuing \0 01&1mthe oth81'wl8B aUow&bl\l
use a.IlowanOH 01' depreo1atton 011the eql11p..
mBnt. 01' bJ' amortlizlng the amount to be
Written off over a period of year. De,otJ.&tad
with the oopiBa.Dt &lenoy.
. 16: Fine8a.Dd p8D&ltiea. Coate of!ln •• &lid
penaJti •• reallltlnr from violations of. or
£a.ilore oC the or/flo1l1B&tionto oomply ,With
Federal, Stete, a.ud looa1 laws and regula-
ti01lB &l'1 lI.DaIloW&l!leexoept when InOI11'1'8d
as &result of OOmpl1lUl.08with ap8011Joprovl-
llion8 of an ·award OJ' 1n8trl1ot10118In wrltin,
from the awarding 88'8110),.1'. Fund ra1e1n, and inv •• bment m&1lIIlre-
ment ooate. a. Coeta olorrauJ,led tlmd r&is-
m,. lnoJl1d1nJ 1Jna.D.01aloamPatrns. endow-
ment dl'lVII8, 801101ts.tlon of rl.1ta and be-
quests. and a1JnUa.r exp8Dses 1nourred 101e13'
to ra.1l1eDapltal or .obta.ln oontrlbutione &l'll
unallowable.
b. Ooata or lnnsbmllllll ODuneel a.nil ataff

a.nd simDII3' el[Jlen8llll inourred 80)e)3' to en-
hanDe moome from Inveatmllntll a.re UD&llow-
able.
o. FuDd rllilllilg and Innawent aotivJtieB

sball be allDoated an &ppropria.te sh&re ot in-
dlreot ooste UDder the oondltiom deaarlbeil
In ISIlbpa.rll&l·&ph]U ot Appendix A to t;his.
pa.rt.
18. Ga.1naand 108ses ODdepreo1&bls &Nets.

a, (1) Galm aud )osBes 011 11&1•• retil'8Dlent. or
other dlBJlOIIltion of delll'.o1able property
m&U be moladed m the yea.r In wbloh jihey
OOOU1'&I oredits 01' oharras to DOBtgroup..
inll'(B) In whloh t.he de)ll'801a.tion appl1o&bla \0
sl10b property W&81JIOlt.l(led.The amolUlt oC
the ga.ll1 or loes. to be iuo1l1.dea as a OI'8dlt or
oba.rge to the appropriate 008t groupIDr(8)
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shllJl be the d11C81'enoebe1iween the smOllUt
rellJII8II. O!I the properliy &Dd tbe
undepreol&ted balds of the proJIBl'ty.
(ll) Gel.ne and 10UII8 en the disposition of

de)ll'801&blllproperty shall not be r.oorntsed
&8•. separate credit or ohBl'B'e'under the fol-
loWing oonditlone:
Ca) Tbe pjn or 1088 Ie pl'ooeSBBdthroUl"h a.

deprao1l1.tlol1 &DOOlDltand iBraneotail In the
llepl'8ol&tloD allowablll under p&ra.graph 11 of
this l.1I)lend1x. .
(b) The property is liven In exohange all

pa.rt oC the pilroballe prioe 01 II a1mila.r item
and the ,&in or 1088 1. hken Into &OOOlllItIn
determ1nlnr IIbe dQ1'llo1&tiou DoSt buls of
the new 1tem. .
(0) A Ion r •• lllts from. the fAilure to main-

tB.in permlsalble mllureno.. exoept as other-
wise provided in p&rarraph 211 ot this &ppen-
dix. .
(d) OOJll]l8D8&t1onfor the use 01 tbe prop-

erty 1'1&8provJded through un llJlowa.uoae In
lieu ot depreota.t1on In aooorda.n08 wlth pe.ra-
I1'&Ph 8 of We appendix.

(0) Goa &1lci lo.ea •• &1'l11D&'from mue or
extraol'd!nar7 iales, retlremenVl, or other
d1e)1081tions ah&lJ be ooneldere4 on __OiUle-by-
o&BebaS1s.
b. Gal.nll or 10.... of &113'_~ore &rising

from the Ble or exohange of property other
t1Ian the PI.'DP81'tyoovered in aubpa:r88'1'aph a
shall be exo1u4eclln oomputtn, &w&rd ooets.
19. Gooda' or lI81'V1oeeCor pereonal UBe.

Coats of gooda or servioea for p,reona.J UBeof
the Ol'ga.ni5&tiou'a empl07eea are UDallow-
&bIe rer&l'd1eaa of wbether t;.be ClOst Is re-
ported as taxable I1100me to lIbe 81JI1Iloyeea.
lll.BO\JIlnJr &1IdpersonllJ liviD&'expeD.IIlIS.a.

Ooste of hoasinr (e.,., depreo1&t1on, mainte-
n&Doe. lI.t1lltie.. 1lIrII1sh1nga, rent. ate.),
h09ing &llOWa.n088IoBd ]l8I'8OIIa1 living ex-
peDSes forlof the Orrauiza.li10D·8 ol'£\oerB 8.1'e
una.Jlow&ble as ffiDra beneDt or indlreot
ooata 1'8p.rdl... of whether the ODSt iB re-
pONd &8 taxa.ble inoome to the P1IJlIoyees.
Thea8 DOSts&re allowable ••• direot oOBlieto
IJIODsOred&wlU.'dwhen lIeoaisai-y for the pel'-
fOrm&D08 01 the lpoD80red &ward &nd &p'
proveil by &W&rdinga,ano1ea.
b. The tarm "omoen" Inoludes ourrent &na

put 01'£\081'8a.ud employees.
lll. IiIle 1&0111t1ea&Ud iille oapa.o1ty. a. Ail

used in Ulla Hotion the followln, terme ha.ve
the meauJngs set for~ below:
(1) ••lI'a.o1lftl•••• meana l&l1d ana buildlnra

or &DYportiOIl thareof, equlJr,l:iient Indlvld.
ually or oolleotiVIIl:v. or &D3'other ta.ngJble
oapJtal aIleet, wherevel' 100&tld. IIondwhether
owned or le&8ed }ly the nOD-proUt organiza-
tiOD. .
(2) "Idla £a0111tles" meana oompletlllyun·

lI.Bld £a.oUltleB that. a.re exoeea to the non-
pJ'ofit ol'p.u1zt.tion'. ourrant Deea s,
(8) "Idle oapso1Uy" mea.ns the unused ee-

paolty of p&l'tially gea f•.o01tle8. It 18 the
dlael'eDOe betwelil1: Tha.t whioh a CI\0111ty
oould aohleva DPllel' 10D percent. operating
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time on a onHhU'li balle Ie.. oper •.tlns
InterrllJltlolUl rullltlnr·lrom time lost (oJ' re-
pairs, 8aWPlli lUIe•.tiafaotory ma.tanAle,. IJ.lld
other Jlol'mal delQ'B; a.nd the extellt to whloh
tbe i'aolHty waB aotually ullId to meat dB·
ma.nde durlnr the aooolUltinlr pel'iod. A
maltl ••hllt b•.•l. aboald be Uled If It llIl.ll be
BhOWIl~ •.t tblll amoullt ot Ulage wollld llor·
ma.lI;y be 8xpeoted Cor the tyPll or CaollJty In·
volved.
('.I)"Ooet or Idle fao11ttl•• or Idl. o•.paol$Jr"

me •.nB 008ta auob •.• malntananoe, rep&\r,
hOlUlJ.nr. rellt, alltl D~er re1&ted OOlta, e.g.,
tn.ur •.noe, lnterut, property tax.. ..nd de·
prllola.tlon Dr use a1loWAllolIB.
b. 'l'bll oOlta at Idle fBDlUtlee are unallow·

a.ble exoept to the extent tha.t:
(l)'1'be;y are n80eeauy to meet nuotuatlone

In workload; OJ'
(II) AlthOllgh DOt neoeeea.ry to meet fiuo·

tua.t1DnB In workload, they were ne0eB8a.ry
when a.oqu1rad AIId are now Idle beD&Ule of
ohanll'88 III prOll'1'&1Jll'equJramenta. er101't11to
•.ohillve more DOOnomJoa.Iopera.tiolUl, reo1'r&-
n11a.:t!0D.termlna.tlon, or other oanBllIlwhioh
oould not ha.ve been 1'888ODa.bly foreeesn.
Under the exoeption lltated in thlB Il\'l.bpa.ra.-
rraph. ooatil or Idle raotUties are allowa.ble
tor a l'8UOII&bla period or time, ordinarily
not to BXOBadone ;yea.r, dependiDI' on the 1u1-
ti •.tlve t •.kBll to a•• , tea.se, or dlllIO•• or lIUoh
raolUMes.
e, The OOBtaot Idle oa.pr.olt;y ue nonnal

ooate of dolnl' buslnels r.nd are •. Caotor in
the norm •.l au01l\1atioDB~r11••.•.e or .Indlreot
oost r •.tllIl from period to period. Sl1ch ooate
ars a.llowa.ble, provided l;he.t the O")l8.Olty ill
rea.sone.bly a:ntlo1pated to be IUIOBliaatY or
waa orJginally re •.•_I)le a.nd ia Ilot wbleot
to reduotion or elimination by U18 on other
lI'edera.l a.warda, lublett1Dlr, rent1n&', or nle.
tn a.ooord.&uoe with .0l1nd bualn.... eee-
nomio, or eeoUrl$Jr pr •.ofllo8B.Wldeaprea.d idle
oapa.olt;y thl'OUl'hout &U enllire faoiU'Y or
amoUl' & rroup at &llata hav1DI' lub.t.&D.tla.lly
the lI&JIIetunotion may be OODlldered idle fa...
o111tl88.
llll. Insuranoe and tndamDifioatlon. a. lnaur·

a.noe fnoludea IDBW'&I1oewhloh the orp.u1z •..
tlOll 18 raQU1red to oa.rry, or whtoh IB &p.
proved, under the terms of the .ward and
any other insuranoe whloh the orp.nl.za.tion
~tnt&lDl In oonneatlon with tale renera.l
oonduoli of ita operatfoDli. 'I'bla pa.rarr&)lb
doe8 not .pply to lneuranoe whloh repr •• snte
filnre benents lor employees (Ie. IUl!pa.ra.·
rra.pbs 8.1' a:ncl.8.i(1l)ot tb1s a.ppend1x).
(1) Ooate oClnauranoe requlred or •.pproved,

•.nd ma.tnt&lD.d. ]IUrsua.nt to the a.wa.rd Me
•.llow •.ble.
(2) OoBWor other IDliuranoe ma1nta.ined 1)1"

the o!'l'a.D\••.tion In oODDeotlon with the Iren·
eral oonduot of Illi opera.tlOJlB are a110wa.ble
Illbjeot to the lol1oJl'lnrluntta.tionB:
(•.) '1'JPllIl and extent of oover •.•.e Jlha.ll be in

aooorda.noe wltllaound bualness pre.otloe a.nd
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tile rates •.nd premium8 sh •.n be reAllon•.ble
under the olroumata.no •••
(b) Coste allowed tor buatnllllll Interruption

or otber similar 1n811J'1,1Joeaball ballml tad to
exolude oovai'&II'eof manarem.nt t•••.
(Il) OO8Wer InllUl'&llOeor or all)' provleloDl

ror 8 rlSlI'Ve Qoverlng the rillk ot loIS or
d•.ma.r. t.1l Federe.1 property a.re &llowable
on1;y to the extent tha.t. the ora'anlza.tlon Is
lI •.ble for lIUob108 or dama.p.
(d) Prov1a1ons tor a. l'I\88l'Veunder a lelt·ln·

.uranoe proara.m a.re aIJowa.ble 110'the extent
tha.t typeB or OOYllr&ll'e.extent oC oover"re.
. rates. IUId premll1lD& would ha."e been &1·
. lowed ha.d in8l1ranoe been JlIUOh••••d to DOver
the riek •• How.""r. prov1lJlon tor kDOw.n or
raaaoDa.b13' e.t1mated I.U-ttl8I1rad HabUitl •••
wblob do not. beoome pfo3l'ablefor more thAII
ona Y8&1' after the provtslon 18 made, sha.ll
not 'XOBed the prBBBIlt'Value 'oC the liability.
(e) Coate or lnaara.n08 on libe )1vel ot. truBt·

ees, omoera, or other empl07ees boldllig po·
st tloDa or II1miltL1'ruPODIII~lIti81 a.re allow·
a.ble onlY to the extent tba.t the1lUlura.noe
rapr.18nw addlt10nal ODmP8Dlla.tiOD(Bee Bub-
para.rrallh 8.1(4.) of thts a.ppsnd1x). The DOet
oC such 1IUIura.noe whell litis orra:n1lalilon lB
idsnt1fled as the benefto1at'711 unallowable.
(I) lD8uranoe ar&InBt dBl'aote. OOlts of 111-

suranoe with rllll)lBot to IIoD)' DOlts Inourred to
oorreot dllfeota In the OrrMllu.t1on'l ma.te-
ria.18 or workmaDBblp a.re uDallowa.ble.
(g) Medioa.l llablU~ (ma.1pra.otloe) ID8W'·

&I1oa.Ma"loa.t li •.bllity 1D11aranoe'II an •.now-
a.ble DOst of Pedert.l ruea.roh prorra.mB only
to the extant th&t the lI'ecleJ'&.l·reeearob pl'O~
gr&'llllinvolve huma.u 8ab~eots or tra.lnillll' or
parttol)la:nw In ~ •• a.roh teohDlqu ••. Medloa.l
lIa.blll ty lnauranoe ooats .balJ be trea.ted •.• a
direot oOBt &Ud 8ba.l1 be ••••lrnecl to Indl·
Vidu•.l pro,eota b•.•• d OJ!the ma.nDer In whlob
the 1nstIrer allooa.tes th8 1'11k to the PO]II1-
la.fllon oovered by the 1Deul'&Doe.
(8) Aotua.1 lo•• el whIch oould h •.ve beell

oovered by permJeelble 1IUIuranoe (throllP
the )l1l1'ClluUleor 1n81U'&D08or a. IIIJ·WllU1'&JIOB
pl'Ol'ram) are unallowable 1IDl_ eXJll'8ssly
provided for In the a.ward. exoept:
Ca.) Coste Inourred lJeD&IlI8DC 108888 not

oovered under nomina.! declullt1ble ln8uranoe
ooverage provided In keeping with 80Wld
bU81nllllllpra.otloe are allowa.ble. .
(b) :Mlnor 10BBBBnot OOVlll'edby lD.BUl'&Doe.

woh a.s apo1laJe. braa.Ju.re. a.nd dl.8appear-
IUIOBof .uppllu. whiob ooour In the ordinary
oourle of op_liIoDl. are a.1lowa.ble.
b. Intlamnlftoatlon Inoludu leourlnlr the

Orp1lill&t101l a.g&lDBtlla.bWtl8B to third per-
aone and llo1I1' other 1088or damBlre, DOt oom-
penlla.ted b;y lneuranOB or Oth8l'W1BB.The Ped-
era.I Government ill obl1•.••ted to IndemnUy
the orl'a.nlu.tion onl)' to the extent expreasl;v
Pl'ovlded 1n tile a.ward.
113.IDterest. •.. OOBtaInourred tor Interest

on borrowed oa.p1t&1,ll8mpoJ'&.1'7USBof en·
dowmeDt f1mdB. or litIe use of litIe DOD-profit
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ol'guli • .,tJcm'. own fluids, however rap-
re.anted. an una.1lowable, However, Interest
on dabt lJIoul,'1'8dt.Ctar September 29,1886 to
a.oqllire or :rell1a.oa oaplta.1 assatB Clnolu4l!lir
renovations, &1teratlimll, llQu1]Ilnant. 1a.nd,
a.nd ~t&1 &IlIIIltsaaqwred throua-b o8]l1ta.1
lellllea), aoquh'Bd a.fliar Beptember lIB, 1885and
uaed in 8QJlJlort of Federal awards 11 aDow-
able, ]IrOvidedfhat:
(1) Por laoIllties aoquisltlons (exoludiDg

renovation. a.nd &1teratlone) ooeting over $10
mUlion wh8J'8 the Fel!ar&1 Government'. ra-
1mblU'8llJDeni 11 lIXJIeoted to equal or __ d
40 pe1'OIll1t01 an 8.IIut'l DOlt, ~e Don-]lrottt·
!ll'fUlI ••.tioD PreParta, pl'lor to the a.oqWs!·
ticm or rell1&Dement ot the O8JIital &eaet(s), a
jastifioatloD that I!&moastr&tes t.he need tor
the f&Dl.lItyIn tbe oonduot ot feder&1lY-lI]IOn·
BOrell aotivitlu, U]IOD.request., the Deeds jus-
t11'ioation Jllust be ]ITOvided to the Federal
ageno)' wJ~' ooat oogmlla.nee authorlty 8.11a
]Il'ereql1Jstte to the oontmued aJlow •.b111t)' ot
interest on debt and dQraolaj;1on related to
the ta.ol.lity. The Deeds jnaWloatiol:l for the
a.oquiBltlOD of a taoWty abould Include, •.t a
mtDIJll\Ul1,the {ono~:
(a) A atstBJllant of ]IU11lose and just1fios.-

tlon tor faoillty aoquialtlo):l or replaoemet.
(b) A ststBJllant 8.11to wb:v lll11Tent f&OUI-

ties art not adeQuate, .
(D) A statemeDt of plUlDed future U88 01

the taoWW.
(d) A desor1ptlol:l or the Dna.nomg agres-

ment to be arra~ed for t.he faotllty. '
(e) A 8\1D1JJ1aryof the bIUldiDa' oontraot

with eatlmated ODst lD1'01'JlIIl.tlonand sta.a·
ment ot Bource a.nd nae ottunda,
(f) A aobedl1le oC pl&DDed ODOUpa.uoydete~,
(2) For 1&o111tiesooeb1nc over S&OO.OOO, th'e

non-prollt orpailatJon p1••p&rBB,prior to the
aoquiB1tlion or l••plaollJl]ent of the 1'l\.Oll1t)',a
le8.llelpurohue an&1V818In BllOOl'd&Doewith
the ]lrov1sloDB of Hm.80 thr~h. 1116.8'1or J
ClFR 216 (om Cl1l'oular A-nO), whlch shOWI
that &,financed pul'Ohase or oapitAl lease 11
le88 oostly to the IIrtaDIsatlion th&ll other
leulng al ternativea, on a net llrleent V&1U8
ba.sla. D~oUDt rates used Ihould be eQual to
the non-profit orl'aDIsatlon'. &IItJolpated 'no
tenet 1'&teaIIDdIhould be no h1per 1:31&11the
fair muket l'a.1;e&'vaila.ble to the non-}ll'Ortt
organlllLtlon froID &II unrelated ("&l'DI'a
IBJ:lgt.h") third-party. The leasBlpnroh8.ll8
&nalVllB Iball molude &,oolDpa.riBOn ot the
net P1~ant v&1ue or the projeDted tot&! ooat
oomparisoDs or both &1terl:la.tlveBoVlr the pe·
riod the AlIBt 18 expeoted to be UBBdby blIe
non-prol1t Ol'Ira.uIB8.t1on,The OOlt oomparj·
SODSaesoolaliell With purohUlnB' the f&,oll1t;y
shan include the estImated JI1IrObase llrioe,
antto1)la.ted Opel'&tl!Ig a.ud mainteDa.IlOB oOlite
(IDOludlDg propel'ty taxes, If 8]I1llloa.b1e) Dot
inoluded III the debt finanolng, IN8 a.uy IIStl-
ma.ted 118setsalvage niue at the end or the
period defined allove, The 008t oODlJla.risOD
for •. oapital leuB man Inoluda ilia esti-
mated tot&l leue pa;,yments, a.ny esllimated
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b•.X'C'Lln purobase option, 0;p81'atlng a.ud
mainten&lloe OOlite,&lid taxes not inoluded 'in
tbe oa.llU&1le8.lllnlrarl'&DglllD.nt, less IlDY lIB'
tmated oredltl due under the lease At the
end or the peliod deCIDed above. Projeoted
operating le •••• ooate aball be baaed on th,
a.ntlolPAted OOlt of 11BB1ngoOJll]llo1'&b1efao1li-
Ilie. at faJr muket rates under rentAl agree-
mentl that would bs renewed 01' rll8llta.b-
1Iahed over the ]lIIrlod dean,d •.'bove, a.ud any
expeoted ma.1ntanlJloe OOlts &lid aJlowable
property taxes to be borne by tbe nOJl-proflt
orraDIlatJon dlrelltly 01' 8.11pal'~ of the lease
arranr'JllBJ:lt.

(8) Tbe actu&1 lJlw'88t ooat claimed 1&
predioated U]lon .Interest ~'ates that are no
b1l1Jer tb&D the lair market rate avauable to
the Don-pl'ofU orra.nlBatJon from an unre-
lated ("&rJll'slenrth") t.bIrd party,
(4) Inveaiment earn1~, Inoladinr IntereBt

lnoomll, on bond or 10&11]Il'1nolpal, lleDdinll'
PAYJDBDtDf the oonstruotion or aoliuteitiOD
OON, a.re u.ed to 0&8t allowt.b1e interest
oolt. Arbltrap earnmp reportable to the In·
ternal Revenua Serviee are Dot required to
be olteet a.ga.1net allowa.ble Int8l'Bllt ooate.
(&) Relmb1lrllBmentB are limlted to the

lell8t oost!3' aJterna.tlve buad OJI the total
OO8t a.na.1yll1llrequ1red uDder aubPa.racr&Jlh
23.b. of thlB •.ppendlX. For exa.mple, 1£ a.u op-
eratin&, lease 11 determined to be leH ooetly
t.ha.n purohlUl1ng througb debtt1na.noinlr.
then relmbur8BJ1leDt ill llmlted to the
a.mOl1Dtdetermtnsd·1f 1ealllnr had beeJl used;
In all O8.IIN·where a leasefpw.'olIaae anaJ7IIIa
18 performed, Federal reimbureement sblJ.I
be b&esd gpOJl the 1e8.llt upBDlllve alter-
Dative,
(8) Non-pl'Ollt orraDIsationa are also sub-

jeot to tbe tollow1nll' OOIUl1tionl:
, (a) Int_1i on debt Inourred to 11na.nOBor
reCIDa.noe IlIIB8te aoqulr.d bei'ore or re8Q-
qu1red t.Cter September 211.1886, Ie not •.llow-
able.
(b) IntereBt atlirlbutable to fully depre·

ol•.ted ulete 15 unaliowab1e.
(0) Por debt N'1'a.ngllments over S1 III1lllon,

UDlBlBthe Don-profit Ol'I'&IIIIa.tlon mAkes an
Inttlal eQuity oontl1butlon to the &eaet pur-
ch8.lle DC lIIipercent or more, non-profit orp-
nlsatiODs ab&11reduoe clailDB lor Interest 1lX-
peJlll8 by an &mOUDtequal to lmPllted mter-
eet eal"lI.lnp on exoeee oub now, wb1ch ls to
be oa1ou1ated as follows. Annually, JlOII-]Il'Of-
It organllaliiODB Iball P1'l1pare a oumulatlve
(trom the inoeption of the projeot) report or
Jllontbl)' 0ABhDows tha.t Inolud88 1n110WIa.ud
oatOowa, J'elra1'dl888 of the fllDd.lDir sourae.
lDI:lowe oonldet or depreolation expenee. am-
ortleatlon or oaplta.1lsed ooniltruotlon inter-
est. and l\.I1Jlual interest exp8lJlle. 11'01'oaeh
now oa.1oulatlons, the l\.I1Jlual inOo'l' firuros
aball be divided by tho number of mODths In
the yea.r (uaUa.Jly 13) ~at the bll11dlrig 111In
Ilsrvloe tor monthly amotIDt.B. Oatt110W8con-
B1,t of Initial eqll1t)' oontrlbutions; debt
p1'1nolpal paymente (1B1iBthe pro J'Ata llh&,l'u
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OMS Circulars CcmdGuldal"lce
•.ttrlbutable to tllo ulIAllowa.ble ooata of
l•.n4) and Interest pa.:rmenta. Where oumu·
IAtlve lnl1ow. exoead oamuIa.tlve outflow..
Interest Ihall be oa.louleted on tlle exoeaa
lAnoWBror tIIa.t pB1'lodAlld be treated a.aa re-
duotlon to Allowable Intereet expeneB. The
ra.ta or Interest to be uaeil to oomputa ea.rD-
Illp on exo_ oaah now. IIhAll be the tbl ••e
month 'l'rea.aul7 Blll o1o,lnll' uta a.a or the
1I18t buIlD ••• dll¥ ot &bat. month.
(d) SUbata.Dtla.! reloDAtion er teder •.•l,.-

apoDBored aot\vltleB trom a. Iaollity ftna.noed
by Indebtecln818, the 00110or Wb10hwu fllnd-
ed in whole or part librOUll'hJ'ederal l'eim-
burl8menu, to Ulotber ra.oult)' prior 110libe
eX)llntlOll ot a. )leriad ot 1IO 1'11.1'8 requlrel no-
tloe to the Flct_1 oopil&Dt NenOy. Tha ex-
teD~ or tbe relooa.t!on, thl &lDount of the
Vederal pa.rlilolpa.t1ODIn the fJD&no1nJr, &tid
lIhed8prenl.&tl0li Uld lnterel& oba.rtred to cta.t8
may require negotiatioD and/or dOWllward
a.dju8tmenu of replaoemen.\ IIJl&08 oharged to
'eder&1 JIl'OITamBIn the future.
(8) The allowable 0011iBto acquire Iao1l1tl8S

aDd eqllJpment are l1m1tecl to a fm ma.rk',t
va.lue available to the non-prot1t or,&Diza.-
tlon from &1l lUI1'el •.ted (fla.rm'a lengtb")
th1rcl Pa.rt:r.
b. 1I'or non-profit Org&D1z&tIODBaubJ80t to

"lull ooverage" uDder the Coat Aooountlng
Stand&rda (OAS) u def1ned at C8 011'&
9908.lI01, tbe inter88t allowa.b1l1t:r provl8loDl
or lubpa.rqraph 'a do not a.pply. blatead,
&baae orpnlllaliloDl' .ponlore4 &Il'l'8l1U1ents
a.re aubJeot to OAS «1. (.0 OFR 1lt08.414), ooat
or money all an elllUl811tor the OII8tof faojll-
tleB o•.plta.l, and OM «1.? (48 on GSOS.tJ.?).
ooat ot money 11.1 an element. or tbe ooat of
oaplta.l _eta llIlder OODatruolilon.
o. The toUDWinr defiDtlllona are to be used

ror purpo.e. of t.h18)l&l'&P'&ph:
'(1) Re-aoqutred •• uta meall8 _eta beJd by

lIhe Don-profl.t orramaation prior to Sep-
tember 89, 1896 tbat have ar&1ll oOllle to be
heJd by the orr&Diza.tlon, whether through
raparaha.le or J'tIi11IanolAg, It doea not in-
clude _eta aoqqired to repJaoe 01c1er•.•• u.

(II) ln1t1a1 aqllJt7 aontrlbulilon mean. the
amount. or value ot oontrfbutlcma made by
non-)lroflt 01'lr1oUIlIattonator the acquIBlttOD
of the &Il88tor prior to ooouploUoy of faoDl-
tlea,
(8) A_t DOlt. meanB the o-.pl1i8JllIable

ooata or an •.••at, inoluding oonatruotlon
oolta, aoql1tB1t1onooata, an4 other IUoh ooata
O&JIlta1IlIadin aooord&Doe with GAAP.

14, Labor 1'8lalilllDllDOata. Coate inaurred 1D
maiDt&lAlng a••t18ta.otory relalllOll8 between
tbe orpn1lla.tlon loUdIta emilloYBBI, Jno1l1d-
Ing ooatll of l•.bor management oommttteea,
employee J)I1bllo&lllon8,ad otber r.latad 11.0-
tlvltlea &1'8allowable.

DO, Lobbyblg. a:. NOtwtth8tandl.r other
provlBloDI or thlll appendix, ooata _oolated
with tbe foliowlng aotlvltlea arB un •.Uow-
•.ble:
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(]) Attempts to inQueDOB the outoome. or
'any Federal, State. or 100&1 eleotloJl, ret-
el'8ndum, initiative, or a1m11ar prooedure.
tbrougb in k1Dd or oa.ab oontrJblltlOD8, en-
dOl'lllll'Denta,publtolt)', or almi1ar aotlvlf,J';
(2) Deta.bllBhtDr, aclm!nlBtarlng, oontorlb-

utiJIll' to, or paying the expenB•• of " pollt-
loa.! pa.J'ty, oampallll1, polltlcia.l aotlan OOIU'
mltt..e •.or other 'Orp.lllB•.Mon •• _bUllied for
the pUl1J08a or lnnueDoiq the outoom88 or
eJeotlon8;

(II) Any atliBmpt to Jllfluenoe: The IIIt.rocluo-
tlon oC Federal or Stallt lel'1Blatlon; or the
enaotment 01' modll'Jor.tlOli or &Ill' 'pending
Jl'edera.1 or State JerlB1"tloD throqh oommu-
n1oa.tlon with a:ny member or employe. or
the Congreaa or State lerlBJa.turll (b1ollldinl
efforts to 1nI1uenoe state or looa.! oroolal. to
enrllCe In Jdmllar 10bb71nr aollIVtf,J'), or with
allY Govel'DJDent oUIoit.l or employee In oen-
JleDtlon willb a. deotaloD to allll1 or v.to en-
rolled Jeg1ala.t1on;

(4)All'Natumpt to innuenoe: The In\rOduo-
Mon or Fedlll'lll or state legislation: or the
enactment or modSDoa.tIon 01 &Ill' peDd1nll'
Federa.! or State leglalallion by prepa.rinll',
dimJbutlng or ua1nc publloity or propa-
Banda, pr by urging m8Jl1b81'11oC the genera.l
publio or an:r l!lI&'JI'Ien~tbereof to oon,"bate
to or pa.rtlolpate In UIY _ damOll8tratlDD,
ma.roh, ra.Uy, func1ra.1B1na'drlve, 10bby!lIg
O&IDpall'llor letter wrItlAll"or teJe)lbolle O&ID-
patlll; or

(6) I.eBlBlative 1Ia.18Olle.otivltl •• , ino1udillg
t.ttendanoe a.t legl.latlve a8l8101l8 or eem-
mlttae bea.r1n,., I'atheiolng information 1'8-
Bardlnll" leBlBlat;lon, &lid ana.1pillg the effoot
ar legiela.tlon,. when 8uob aolllvitiea are ou-
rled on 1D IUPPort or or b1lmowt'nr prepara-
tion for an effort to enB'&ll'8in un •.Uowable
Jobbylnlf.
b. The (alloMnr eotlvlli1ea are ex~J1tBd

from the OOVel'lol'Bof aubpll3l'ra.pb 16.1. of
thlB t,ppBncUx:

(1) :provldlng a tao1Ulloa.l and raot~ pres·
entation or Jnforma.tion on a toplo dlreotly
related to the performaDOll of a IlT&1It,0011-
traot or oliber agreement tbrolll'h bear1nl'
teltlmony, ltatamentB or Jettera to the Oon-
11'1'818 or a State leglll •.ture, or IDbdivialon,
member, or oopilant ata.ft member thereof.
in reapoDle to a. dooumented reQllu' (lnolud-
ing a CongreaB1ona.11l.eoOrdnotice 1'8qu88ting
lleBtlmony or atatementa for tile reoord a.t a.
reruIarl7 sol!eduled bea.rtDg) mde by libe re-
o1plent'member, lel'1l1atlve body or 8I1bdivl-
aton, or a ooplBa.llt 1liB.ffmember thereof;
provldlld BUob lnformat1on IB readily obta.ill-
able and oan be reac1lly put in dellvera.bIe
Corm; &nd further proyj,ded tbat OOBtBIIDder
this laotion tor avel, 10cl.g1ngor meals a.1'e
UJla.llowa.ble unl881 lnoWTe4 to offer teatl·
mOllY at •. ragull.l'ly lClbedule4 Congresllonal
hearlnr pumant to a wrllltan requelt tor
auob presentation made by the Oha.1rmAll,or
RankinII' Minority Mem)Jer of the Oommlttee
or Suboomintllta8 oon.4uotblg 8110b hea.rinB •
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(2) Any JOb\ly.lDgma.cle lU'lallowabJe by Bub-
par~1'I.]lh 26••.•(8) or tbiB a.pp&ndb: to 1nJ1u-
8Jloe Sta.te le8iaJation in order to dirllOtly 1"-
dUOll tile -ooat, or to avoid ma.ter1al lmpa.1r-
m8Jlt of the orgllDllI8.t1on'a a.utborJty to JIllr-
torm the gra,ut, oontra.ot, or other agree-
ment. _
(8) Any a.otlv1ty lIPeotfioally allthorlzed by

atatute to be undertAkeD witll fUnds 1rDm
the grant, oontra.ot, or otber ag1••ement.
D. (1) When a.u orgllD1U.tiOD leeks reim-

bursement for lDcUreot ooata. total lobb71nll'
ooats ahall be e8Jlatate1y identified in the in-
direot OOlt rate ]D'OJlOIal. lIDd thll1'8a.fter
treated as ot'ller IUll.Uowable a.otivlty 00.
in aoo01'dllDoe w1~ libe Jl1'OoedUl.'8llor Bub-
Jlatll8'1'&phB.8 01AJlJlllDdixA to this part.
(1I) Or8'&JlIl&tions IIhaJl BUbmi t, as }lart of

tile aDUua1lnd1reot cost ra.te :proposal, a oer-
t1!:\oation tba.t tIlll requlremeDts and .tlIDd-
ards of t1l1s paragrapll ha.ve beeD oomXll1ed
-with.

(8) OJ'B'&1I1I&t1onJahaJl ,ma.lntaiD a.clsquate
r800rde to damonltra.te tha.t the determina-
tion or DOetsas bB1Dgallow..ble or unallow-
able )l'Ql'IIUlDt to ;paragraph 1I6oomplles with
the requirements of th1I Allpan41x.
(4.) Time lop, oalendBrs, or lB1m11••r reoorlSB

IIhalI not be required to be oreated for pl11'-
P08llS or oomJll11nr With thiJ plI.1'&Il1'apbdur-
ing a.ny partlouluo oalen4a.r mODtll when: the
&mplo;ye8 eDrares iD 10bbylDI' (as defined In
eubparagraplls lID.a..and b. or WI a.ppendix)
1I6 peroeut Dr leu of tlle emploYBll'. oom-
penBated b0111'/!of emplo73Dant during that
oalendar month, and Witb1D tlle preoediDg
five-;vear Jlllriod, the orga.uill8.tion haa .bot
ma.tI.riaJly miBlltated allow ••ble or unallow-
a.ble ooata 01 ••D;Ynature, molud1ng legiaJa-
t1ve 10bbfiDI 008ts. When the oOD41t10DBde-
scribed in Urls lubpuoagrapb are met, orp.nl-
r.&tiOJIBare _not required to eat-.bllah 1'8(iQ1'ds
to support tbB eUowab1llty or olal.med ooats
in addition' to reoordB alread;y required or
mab:i.ta.1ned, Aleo, when the DollllltiODB de-
,orlbad in this .nbpa.1'agraph arB mBt, tha &b-
Benoe of time lop, oalenda.1's, or Bim1lar
reoords will DO~ Bern &8 a bulB too' dl8-
allOWing 00" by oontut1Dg estimates of
10bb3"1Dgtime SPBDt b;y emp10yeu during •.
oalendlU' mouth. .
(6) AgeDoiBBsh&U uta!>l1sb P1'008dl11'e8foo'

I'esolving In a.clvanoe, in oonsulta.t1on Wilih
DMB, &113'airn1llOllDt QU8B1iionBor 41u.rree-·
menta coDDerning the lnterpreta.tioil 01' &p-
p11oa.t1on DC pM'I.I'rapllll6. Any BUch r,dVIUlOB
reBolutioD shall be bindinll' in IIoIIJ' lIubaeqUBIlt
aet;t)ements, audita or 1nvest1Ptlons with
respeot to that gl'lUlt or oontract for pur-
posea of lDtaJ.'Pl'eta.tion of thl. APPeudlx; pro-
vided, however, that tIllB shall not be con-
Btrued to prevent a. oontraotor or grantee
from oontesting the laTdu!Deu of BUoha de-
termlnatloa.
d. lDxeoutivelobb3"1D1l'ooeta. 008tB hlDUl'l'Bd

lD a.ttemptiDC' to Im})l'Operly InOu8.noB either
dU'eotly or indireotly, lID employee 01'ofCi08r
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- or the lDxeout1ve Branoh or the Fede1'a.! Gov-
el'UmBD1ito gin ooD81derat1on or to act re-
p.rdlD8' a 8poDBored a.l'rBemant or •• relfl1-
l••tory Jll&ttsr are. unallowable. Jm]l1'oper 1)1-
fluenoe mllLl1BanyinOuenoe that mdnoes or
tends to 11:I4uoe•. ]Pedera.) emploiee or omOBr
to &1ve oODllderatlon 01' to act r~a.l'dlnB' a
fadel'allY-tlponeored a81'eement or rel'Ulator;v
matter on lIDYbaslB Othll' thllD the m81its 01
the ma.tter.
28. X,088es on Othll' lpoDlored agreements

or oontraots. Any IXOBBB of OOlts over In-
llOpIe on a.uy awuod ill un.,uo.wable &/l a oost
of a.ny oth81' •.ward. ThiB Inoludes, but Is not
llmited to, tbll orruiBa.t1on "s oDlltrlbuted
;portion b7 reason DC DOlt 8h&r1ng a&'l'eemants .
01' auy under-reooVDries through n~ot1atl1on
of lump Buma for, 01' OIl1liDgaon, lDdlreot
oosts. J

2'l. Ma1DtennOll lIDd l'8palr OOBta.Oost.\l1n-
ourred Cor n.Oll88a.ry malntenan08, repair, 01'
1lJJke8Jl or bu11dlngB and equipment (iDolud-
IDI' Federal ]I1'OJl81'l;y unleBB otherwiae pro-
vided- for) whloh neltber add to tbe perma.-
nent value or tbe ]Il'OpeJ1;ynor a.p)lreolably
Jl1'Olongits lDtlended l1fe, but keep It in an eC-
Clo1ent oparail1ng condition, are allowable.
Oost& Inourred for ImJl1'Ovements which a.dd
to the p8rmauent value of thIl b~14InBa &nd
equipment or appreolab17 prOlODg 1ihe1r in-
tended llfll shall be tr.a.ted as oapitlal ex-
pan41tureB (S88 JlM'agraph 16 of thls a»}lel\.-
cUx).
28. Materla.ls and 8Upp1iU OOBts. a. OOBts

lDOI11Ted ror materials, supplies, a.nd 1'••b-
rioa.ted :parts neOll88ary to carry out a. Fed-
eral award are allowabl e.
b. PlU'ohaaed m ••ter1als -lUld SUpplies /lJI.a.ll

be Dha.rgad at their actua1:pr10ll8, Det of a.p-
pl1oa.ble oredlt&. Withdrawal. 1rom general
.'ores or stookrooms IhoUld be Dha.rred l!ot
the1r aotuaJ net DOlt under allY feooll11lzed
method of' :pr1olng lnvanto17 wlthdrawalli,-
oonaiBtently applled.· Inoomlng traDBpor-
tation Dh&1'l'llB 8.1'11 a prOJllll'ps.rt of materlaJli
&.nO BUPPl1esoOlta.
o. Only ma.ter1als lIDd supplies aotually

uBed tor t'he parlOrJllllDOll or a Fedei'llJ a.ward
may be oharpll as 411'8OtOOltl.
d. Wh.l'e tedara.1l;Y-don&t.d or !U1'Dlllhed

ma.terials are l1Badin perfD1'Dl.ingthe Federal
award, sllch ma.ter1als wID be used without
ollar •.•.
Ill. Maatinp a.nd oODfsl·WOllB.Ooste or

meetll18'J1 and oonf81'enoes, the primary pur-
pose of which Is the dl.leminatioD 01 teob-
moa.! Infonna.tloD, are ••Uowable. 'I'l11B In-
olndu ooate of mea.!a, tr8oDBportation, rental
of laomtle., Ipeak81'll' re •• , and other ltemB
inoldental to suoh meeil1ngs 01' oontereDoee.
:But Bee paragrapbs !t., mnterte.l1lmant oosts,
a.nd 88., Partlolpant Bupport 008ta of tbls a.p-
Jleudix.
80. MllJD.Q81'lIhips,IIUb&01'!ptioDB,and })l'ofe8-

alonal aotl1vity 008tB. a. OostB of the non-

i
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OMB Circulars and Guldanc$
pront organimatlon·. memb8l'8hlp In bUIll-
nUB. teohnloaJ. al1d )lrotelllllonaJ. ofr •.nllla-
tlone are allow",blt.
b. 008. ot the non-protlt orcanl~tlon'B

8ub8orlptlon. to bll.ll1 •••• ·profe•• lonal. and
teohn1oal perlodlo •.]. aft allowable.
o. OOlta or membsrahlp In any olvlo or

oommUDlty Orpn\ll •.tiOD ar.tl alloWable with
prior a.pPl1Ova.!.by Federal oopllll.llt areDOY.
d. Oosta or membereblp III any oonntry olub

01' eoola.! or dinlnc olub or orra.nlll ••tlol1 are
unallowable.
31. Orra.nla01on ooata. llIx]lenditure., auob

u lnool.'JlOl'abion Ieee. brokere' ree •• Celli to '
promot8l'8. Orpnilllrll or ma.n&lement oon-
lultan., attorn.ye. aoOOlUltanta. or lDv•• t-
ment oounealore. whether or not empl07888
of the orga,DiBtlon, lD oonnBotloD' with 88-
tabl1ahment or reorraniB&tlon of an orranl-
B8.tion, are nna.llowable llXoept with prior all-
P"lva.1.of the awarding aBflloY.
82, pa.ge ohU'll'e. In proCealllollal JOI1l'Da.1.,

PAI'8 oha.r8'1lIror prolB881onaJ jODr.l1a.1publl-
oatione are allowable ae •• n_ary part or
ruearoh OOlta.where: '
a. The reaea.roh pa)lBre repor~ work sup.

ported by the Federa.1 Govermnent: and
b. The obVll''' are levied 1mpa.rI;1a.llyODall

re8ea.roh pap8re )lnbl1abed by the jOIl1'D&l.
whether 01' not by redera.11,--ePQnlored au-
thOl'll.
8lI. Partloipant luppOrt oOlta. Partlol)lllDt

aupport .000ta are' direct 00.t8 for ItelDB enob
aa ltipend. or 8ubllatel108 a.11owan08•• travel
a.1lowllDoea.and rerlatration rees pa.1d to or
on beb ••U ot pa1'01olpants or trainees (but not
employeea) ID oonneotion with mee01np.
oonterenoBli. qmpol1a. 01' traln1nc" projeota,
These ooata are a.llowa.1llewith the prior ap-
proval of the awardill8' &8'eDOy,
84. Patent ooltB••.. The folloMnr ooata re-

lating to pattnt and oOPFl'irht mattars are
•.1I0_b1e: oo,t of preparll1( dleoloauree, re-
ports. ..nd otber doOl1meJltll required by tbe
PO.dera! aw&1'lland or lea.rohlng the art to
the extent n80eBll&l"J'to m&ke BUah dl8010-
lures: OOlt oC pl'8)la1'lJ1r dooumentl ad a.n;v
other patent ooeta lD OODneotion with the fil-
ing and proeeol1tion or a U»itad Statee pat-
ent .aPPlioation where title or roya.1ty-ftee 11-
ollnee 1a required by the Federa.1 GO'l8l'mnent
to be oonveyed to the Federal Gov81'll1Dent;
nd genera.1 ollUDlleling servioee relatlnC to
patent and oop;vrlll'bt ma.tterB. auah aa advi08
on pata»t and o01lYrirht lawa. regu]atione.
olaue.s. a.nd emploYee' &8're8JD.ents (but 888
pa.ra&'l'8.)lha3?. Prolee8lona.1 88rvloe. OOlta.
nd 44..,Royaltie. llDd oth8l' OOlt~ for use of
pate». and oop;vrl8'hte. or tll18 appendix).
b. The fol1owinr ooat. related to p&tent

a.nd oopyrl.e'ht matter &l'lllUlallowable:
(1) Oolt of preparinr dllo1oaurel. reporte.

a.nd other dooum,nta nd of learoblDtr the
B.Tt to the extent niioelll&rF to ,makB d18010-
8ur •• not ~l1I.red by the award.
(11) Ooata ·In oousotion with nIllIl' a.nd

proBaoutlll&' a.ny foralp pa.tent applloa.tion.
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01' any Unlted 8~teB patent a.pplloatloD.
where t.b8 li'e4el'AI award d088 not reql1lre
oonveylllll' blUe or a royalty~free lIoenle to
the Federal Government (hilt 888 par ••••.raph
46., Ro;valtll. and other 008t. lor Ulla of pat.-
en. and oopyrirh., oCtha. appendix).
811. Pint And homslan4 eeourity OOlte.

Neoes8ary a.nd l'8a.eonab18 8Xpena•• Inol11'red
ror rou01ne and homelaud eeDl1r1ty to proteot
raoilltle •• perlODDe). aad work prodnota are
a.1lowable, Suob ooata lDOIude. bnt are not
lImitad to • .,.. •• and uniform, 01 jleraonnel
enraged In .eOl1l'It;v ao"villl •• ; equipment;
harrlel'll: oonllraotual Hourlll)' .e"I08.; oon-
1I11tanta:' eto. Oaplta.! expelldlturlll Corhome-
land and plut allOl1rltJ purpo ••• are 8ub;iaot
to P-I1')lh 111•• DIqlll)lmtmt aDd other GAP-
ltal expend1~Ul'88, or WI apptmdUt. ,
38. P1'8•.••••.reBmellt ooata, PrB-award OOlts

a.re thoee lDoDl'l'edprior to the effeo"ve date
or the •.ward dil'8OtIy PI1l'llU&11tto the nBgo-
tilotion and in an0101plotioZl or the award
whare 8uob OOlta are D80IlIBa.r,v to oomply
with the propo88d clBlt'llll'F8Ohed\11eor period
or per!orma.uo&, Snob ooats are a.110wa.b1e
only to the extent tlia.t they would Mve been
aJlowable it incurred r.fter the date of the
award _d only with tIhe written a.pprova.l of
the a.WlLI'IlliI.rarenoy.
3'/. Prof_lonal lIB1'V1oeeooata. a. OOlta or

protela1onal and OOD8D1ta.Dtaervioea ren-
dered by par/iOna Who are memb8l'8 of a )lIl.r-
tiOl1lar profeallion or PO_88 A BPBolal .klll.
and who are not omoere or emp10:veeB of ~be
non-profU orp,ulla.1;Jon, are a.11owable. Bub-
,eot to IIUb)lll.r&&'l;'aphl'b and c whlll reaaOD-
able in rela.tion to the BI1'Vlou rendered and
when not oontiDrent upon reoovel'F of the
ooate from the Federal C)overnment. In a.c1dl-
tion. 1era.1 and relate« eerylo.. Iol'll llmUed
lUId8l' p&rarra)lh 10 or WI a.ppendtX.
b. In determlDlDr the a.110wa.blllty or ooate

In a. pa,rtioul&r O&8e,no e1nrle faoter or any
apeollol oomblnatlon DC fa.otors 18 neo ••••. l'1lY
determinative. Bowever. the lollow1nr !ac-
tors are relevant:
(1) The Dature llDd 800PBof the eervl08 ren-

dered in relatioll to. the eervloe required.
(11)The n80ullltJ of oODtraottDg for the

I18rvl08. oonaldering tbe non-profit organlll •...
tJiOD'SGA~lobllil;yin the p•.rtioular arelo.
(8) The paat pattern or IIl10booste, partiou-

larly In the yeal'll ]lrior to ll'ed8l'a.l awards.
(4) The impa.ot or :r,llera.l AW&rd. on the

non-profit orrantBtloa'. bUliness (f.e•• what
new problema Mve a.rIIBn).
(6) Wbether the proportion or Federa1 work

to the Don-profit orpntB&tion'B tota.1 bul-
neBS18 IUob as to IDflUSn08the non-profit or-
, •.•.D1••.tlOD lD ravor or inourriDlr the OOlt.
partloularly where the aarvioBB rendered a.re
DOt of a oontinuinr na.ture anG have little re-
lati011ablp to work \Ul.d8I'Federal &T&l1tBand
oontracts.
(8) Whether the .'l'IIloe oan be performed

more eoonomloally by direot emllloyment
ra~ than oontraotlnr.
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m The qual1l1catloDB oC libe ill.dlvlduaJ or
001l.08l'JIrender~g the B8J'Vloaand the on8-
tolna.t7 fe88 ohlU'Ied, eapeola.Uy Oil DOll-JI'ed-
erAI a.wucls.
(8) .AdliQnaoy of the oonva.otUal a.grBlllnellt

for tba saMoa (e.g .• deaodptlon of libe aerv-
loa. estimate of t1m. l'equ1red, l'a.te or eom-
peJlIIatillJl; a.nd tllrmiJlation )l1'OV1alollB).
e, In lltIclition to the taotora ill aubpara-

graph M.b or thia ap]l8llll1x. retaillllr feee to
be allowable Inust be a~ted by evldenoe
or bona. tid. 881"1108aanllable or 1'eI)derad
88. Pllbl1oation aDd printing ooata. a. Publi-

oation 00llts iDolude the 00Bta ot )l1'iDtiq (111-
olad1llg the prooa •• eB of OOlnJlOll1tion,]llatll-
JIlaldnr. pr,8lISwork, biDdilll'. a.nd the end
produots )U'oduoed by auoh ]11'00881811),di8-
tributiOll. )l1'ODlotion, ma.l11Dr. &DOpn_l
ha.ndl111&'.PUbl1oatiOll 008ta lIlao inalude :page
al1ar&'esIn 3lrofeeslouaJ pflblloafi10l3B.
b. If th ••• OOBtslU'e l30t identifiable with a.

pa.rli1oula.r eoat objeotlve, thel' lIhould be al-
looa.ted u u:.direot ooate to all bllDeJltiDg IIW-
tlViti.a of the nOI1-]Il'Ol1torr&l11al.tlon.
e, Pan oba.rgee Cor profeealouaJ 'ourual

pabUcatlOJlll &ra allowable &8 a l1eoeaea.ry
pm o£reaearoh ooate where:
(1) 'I'hl rell8&1'CbpaperB report work i'up-

ported by the1l'ederal GovermnllDt: md
(2) Tbe obargeB 1U'8levied lmpa.rtla.lly Oil

al) reeearoh Jl&Pers publlabeO by the jourual.
whether or not by £ellerally-BpOl1Iored au-
tbOr&.

811. Rell.l'l'BJlg1llll8llt a.nd altera.tlon costa.
OD8ta Jnoarred l'or ordinary or Dormal rear-
r&D&'lIIIlenta.neialteration or la.0111t1es&ra al-
lowable. Bpeol.al ~anlemat and altera.tlOll
oosta InoD1Tadspeo111oally ror the pro'eot are
allowa.ble with the prior approval ot the
••"uding agency.
4.0. ReoOll.V8l'Blonooate. Ooaa Inourl'ad In

the reetora.llion or reha.b1l1b.tlon or the non-
proJlt organ1llatiOll's tao1lltle8 to apploxi-
ma.\ely the _8 oOl1ditiOll existing iJl1DlB-
dl ••\e]y lU'i0l' to oommenoemel3t or Fed_I
awards, leBS ooats ••alated to n01'l11al wear
aDd tear, are allowable.
C, ll.eo1'U1tillBoosts. •.. Subjeot to Bubpa.ra-

gra.ph. C.b, e, I\.1ldd or this appendb:, and
provided that the slBB 01 the ata.fi 1'8Oruited
a.nd lna.intaiDed 1e 111 keeping with workJoa.d
requlremllJlta, oosts of "help wlLl1tlld" adVel'-
tilling. op81't.t1nf DOlts 01 a.n IIIIlploym81lt of-
fioe neD8llsa.ry to .eoure abd ma.intain aD
a.deqlla.ta atarf, ooats of Opel'lLtingan aptitude
IIJId educational teat1Dg ]Il'OgraDl, tra.vel
oosts of emplOyees wblle elll'apd In :l'801'111t-
13311':PB1'8011l3al.tra.val ooats of a.ppl1caDtIl ror
interviews tor )lros)leoti va employment. I\.1ld
relocation oosta Inourred inoldlll1t to reOl'll.lt-
maDt of new employeBII. are allowable to libe
extent tha.t suoh ooate 11.1.'8IllOurred pUl'8Uant
to a. well-InI\.D•.•.ed recruitment )l1·ogra.m.
Wh81'B the orpnlBlLtion l18e& emplo»mllnt
a.gBlloles. oosta tha.t arll not 111 ex0888 or
sta.nda.rcl oommerolal rat88 fOl' suoh servtoes
lU'eallowa.ble.

b. In publloa.tiOlls. lIOsta or help wl\.1lted &d-
vertilling tha.t iDoludes Dolor. lnoludlls &dver-
tising materJal lor other than reoru1tm81lt
purposeB. or la exoeas1V8 111alae (taJdug iJlto
oonsldera.tlon reorllitment PlU'POB8S ror
wbloh Intended andnormllJ organ1lafi1oual
praotio's In this reepeot). &ra lUIallowable.
e. Ooata oC help wa.nted advertla1n8', JI]leolal

eJDoJu,menta. fr1l1&'ebaDents. and Ilalln' &1-
lowanoN 1I10urnO to a.ttraot profesa1on&1
pB1'801l11e]from otbel' ol'l'U1II&t10l3fl tha.t do
not meet the telt or ••euona.bI81l8SS or do nbt
. oonform with tbe eatab11ebed pri.otloea of the
orp.uIBlLtiOll. are uualJowablll;
d. WllIl1'8relooatlOll lIOsta lnOllrred inoldent

to rllorultment or a Dew lIm)lloiee have bll81l
aU owed either a.s a.tI al10cable d1reot or indi-
rect oost, and the newly hired empioyee re-
alps lot: reaiollB wltib1n hi. oontrol witbiJl
twelve JI1011tbaAfter bll111&'hired. tbe Ol'gJmI-
zatlO1l wm be required to re1'iuId or oredit
1II10bJ'elooation oosts to the Fed8re.l Govaril~
:mlll1t.
42. Ralooa.tlon ooats. a. Relooa.tlon OOlIts

a.re 008ts InDldat to the JlIIl'JIlanlll1t change
er duty &lIIIiJJlmat (for an indBilDtte :period
or for a stAted p~od, or not leas than 12
:months) or 'an exlat1ng empl0788 or upon re,
omltmllDt or' a nell' aJl1ployee. :B.elooatlOl1
,oosta a.re &Dowable. Bub3eot to the ~ta.tion
de.or1bed ill IIUbpe.r1\.lH,JJha42.b. c. a.ud d of
this appendix, ]I1'ovlded tha.t:

(1) The move Is rm' the benll1'1t of' the em-
ployer. , . '
(2) :B.II1Jnblll'sement to the employee 11 1D

aooord&Doe with an eata.b11ehad written pol-
l~' oonBiatently followed bJ' thll ell1ployer.
(8) Tbe re1Jnburaement dOee not llXoeod the

employee's aotual (or r8uoDably 8lltimated)
8XJl8Illa.. ,
b. .Allowable relocation ocate for ourrent

employees a.re11mlted to tbe £ollowlug:
. (1) The oollta 01 tra.I1JportatiOll of the em-
plo)'ee. members of hie 1lnmed1a.te fam1ly
and hill houaehold. and ]l81'8onal eCleDte to
the new looatlon.

(a) The OOBtaor l1nd1Dg a new home, 8110b
&8advanoe trJpa by employeeB and IlJlOU811Bto
locate llv1ng qnarter& I\.Ddtempo1'8.1'3'lodPng
durin, tile tra.naltioD period, up to ma.ximmn
period DC 80 da.ys, lllllludiDJr advl\.1loe trip
tlJne.
(8) Ololl1ng lIOBta.Buob ae l!rOlt_ge. 181al.

&nd ap}:ll.'lL1Ba.lI••••,iDoldent to the dlapoll1-
tiOD or the employee's tormer home. ThBlle
ooata, toJrllther with th088 deaodbed 10 Bub-
paragrapb a.b.(4) of this a.ppend14. are I1m-
lted to 8 p81'08nt of the Bales »1'108or the em-
plOY8s's1'ormer nome, ,
(4) The oontll3lling ooats oC ownership or

the vaoaut forlnal' hOlne aner the BUttllllll81lt
or leaee date or the employes's new perJDll-
nent borne, noll ea ma.intananoe or buildings
II.1Idgrounds (exolueive or fixing up eXJlllJl8e8).
utllltlee, taxell. I\.Ddproperty'1nanranoll.
(6) ottler n8088llary and rea.BOI1a.ble ex-

p8l1.e8 normally Inoldent to relooation, BUal1

r
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0.8the OOBtIIof _oeUng AIl unexpired leuo.
dlaoonneotinlr &Dd I'ainaalllnll' bouaebold ap-
pll&lloeB, a.nd purobaalD, Inau1'&Doe a.galDat
1088 of or damAIl'88to »er.ona.l,propem. The
DOlt Df o&l\08l1nll'an unexpired laaae Is 11m-
Ited to three time, the Jl1Onthl" rent ••l.
o. Allowable relocation 00.'" [or new em-

ploye88 lIol'8 limited to ~hoae deeorlbe4 In Bub-
par&fl'raph 42.b(1) a.nd (II) of thta a.ppendiX.
Wben relocation DOlts Inourred lDo111ent to
tbe reorultment of new employee. have been
allowed either &I a dll'eot or Indlreot oOlt
a.nd the employee r.III'DII for reUODe wlthlD
hie ODntrol wlthiD 1ll monthe at'ter htre, the
orga.nlBatlen 1lla11 refluad or orellit the 11'ed-
eraJ Government for I~ lhue 01 the !lost.
However, tbe ooatll of avel to an overae ••
looatlon 8ha3l be oODa1dered travel OOlta In
loOoordanoewith }l&r&l1'&Ph 60 aD4 not relooa-
tlon OCBtl! tor the purpose of thl8 pa.ra,rra.ph
Ie dependente are not permitted ,at the loca-
tloD for any 18&Ion aDd the ocate do not in-
olude ocate or traDllPort1nc houaehold gooda.
d. The fonowlng ocste related to relooat1oD'

lore unaJlowabJe:
(1) Fees &Ildother ooste &88Oo1a.tedwltb a,o..

qatrtng a Dewhome. '
(ll) A lOll on the Jt.le of a former home.
(8) OontloUing mortg •.•.e prJno1pa.1 ADd in-

~er88t paymentil on •. home being lold.
(4) mocme t&1c88pa.td· by an employee re-

lated to re1mburIBd relooa.tloD oosts.
43. Rental ooata o[ bulldlDarl &1Id equip..

ment. a. SubJeot to the J1mitat1oDa delOribad
In 81lb)l&rallTa.phB ~8.b. through d. 01 this ap..
pendlx, rental ooata are allowable to the ex-
tentthat the rate& are reaebnable In l1pt ot
laoh fa.otora u: R.cmtal OClta of comparable
pro»ert7, it any; mlloZ'bt oondltl0D8 in the
•.rea; alternative. avallable; and, the Wpa,
lIIe expeota.n07. oondlt1OD, and value of the
property I_ad. Renta.l al'l'&DI'emente ehould
be revieWed perlodioally to determine If ob'-
olimatloDOBshave ob&npd and other options
are available.
b. Rental ocalillllDder •••••le and I•••Beba.ok"

arrangements are allowable only up to the
&lUount that wol1ld be aUowed bad the non-
pront orl&lllst.tion continued to CIWJI the
property. ThIB amount would molude ax-
penaes Builh ae depraotatlon DrUP t.l1OW&1loe,
ma.tnten&lloa. taxes. t.nd wuran08.
o. RaDta.l ocate under "leas-tha.n-U'm8-

length" leu •• ara t.l1owable ollly up to the
amolUlt (ae explained in Bl1bparagraph .tS.b.
of this append1x) Qlat would be allowed bad
"tle to the property vested 121 the non-profit
orp.n1h.tion. For tht, P\U'PDle, a 188B-th&n-
&rDIa-la%il'thleu8 ta ODe under wb.1oh ODe
]lIIl'ty to th8 le&8., •• reameDt IB able to oon-
trol or Bubst&lltial1:v mOuen08 tha aotloDB of
the other. Suolr lea8a8 moluda. but are not
limited to tho •• between dlvteloJ18 of a Don-
profit organlU.tloll;llOll-prOtlt org&llil&tloD8
IInder oommOD oQntrol throl1P oommoll oM-
oers, dlreotora, 01'members; &I1d" non-proOt
orga.nlia.tlon and a direotor. trustee. oMoer,
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or key emplo3'ee or the non-pront organisa-
tion or hie immediate 1'am1l:v.either dlraotly
or throurh oorporatlol1l. trusts. or .i1mtlar
arrAlllfementa In which ther hold a oontorol-
lIn8" intereat. For IXalDple, a non-pronto orga-
nisation m~ eatabJtIb a •• :parate 'oorpora-
tlon ror the lole· purp088 01 ownln&' property
&nil leaatnll' It baok to the non-profit organl-
I&tlpn.
d. Rente.l DOsta IIDder leael& Whioh are re-

qUired to be trea.tad as oapite.l tea.B1lIlunder
OAAP are allowable olll)' l1P to the amount
(&8 explained in aub)l&r&lrl'aphb) ~&Il would
be aJlowfd lUI.d the DOn-profit oMU-ll1Atlon
P\U'Oh&Bedthe P1'D»lrty en the date thl leallB
...-raam8nt wu e"eouted. The provisiOns of
11'1n&llolal AooolUlttnr StanlllloZ'dI Boud
BtD.tamllDt 18. AcooUJIting lor Leae88. ah.,l1 '
be W1Bdto determine whether a leue Is a
oaplta.1 lea ••• Interest OO8ta related to oap-
lta.1 leu88 a.re t.l1owahle to the extent they
mnt the orIterta. In parallTaph 113 ot this •.p..
PIIJl41x. U~lowa.ble OGatamoluel. amolUl.te
paid tor profit, mana.pment feoa, u-d taJce8
that would not bt.va beal1 inourred had the
nOD-profit 01'll"antlt.tion purohued the fa.oll-
.ity.«. :R.o:va1t1ea&I1dot1J.eroosts for 1188or pat-
enlill &Dd OOPl'l'ilrhts. a. Boya.lt1ea on a patent
or OO)lYl'1rht or amortla&tion or ~e 008t of
aoQt\l1'iDe-by ])lIJ'Oha.BIl a ollP.Yl'l&'ht.patent., or
rlrhte thereto, n80ll88ll'3' lor the proper per-
formanoa ot the award are a.l1owable unleea:
(]I The Federal Govermnent baa a JloaMa

or the r1.rht to Jre. uae oUbe patent. or oopY-
rl8"ht.
, (2) The patent or oo»)'1'lcht baa been adju-
dicated to be invalid, or bae baeD adnlini8tra-
tive1y datarminad to bemva1td •
(8) The patent or ciowrilrht i8 oonlldered to

be lUleutoroaable.
, (4) The Jl&tN!t or OOP11'ilrbtis expired.
b. Spaoial oare .benld be IXerol88d in de-

termlntnr ret.8onablell888 .here the royal-
ties may have arrived at u t. reault 01 lese-
t.h&l1-t.1'm '.-lBD&'lih blol'JlLlntnr. e.II.:
(]) Royalt1u paid W lIel'llOJle. including

oorporatloJll. att:lt1a.tad with the DOD-proBt
Of8"a.mlllotion.
(ll) R.oyaltlea paid to lIDafilllated parties,

luoJull1nr oorJloratlQnB, un4ar an &fl'1'8ement
entered into in oontempJt.t1on that a Federal
a.war4 would btl made.
(8) ll.oYa.ltiea paid UDder an a.greemeDt en-

tIred into after an awM'll.18made to •. nOD-
proftt orra.nisatlon.
o. m a.n:v 0&88 involving a pa.teDt or ocpy-

r1e'ht tormerly oWDed by the non-profit orlra-
Dilation. the amount of roya.lty allowe4
should not lIXOeedthe ooat whloh would ba.ve
blllU allowacl bad the non*pro1tt orBanlllAtion
retained title thereto.
46. Selling an4 marketing. Ooats of lalUulr

and marketln&' a.n:v produots or 8erv!088 ,ot
the non-profit OMuiHotion &\'Bunallowa.ble
(unlen al1o"ed under pa.r&81'Ioph1. or tIlia ap-
peudlx aa allowable publlo relat1on. ooet.
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However, tllBae ooate are allowable as direot
ooats. with prior a.pprovaJ by awardillll' apD-
olell, wheD ",01' are neoeeear;v for tbe pm~
tormano. ot Federal ]lrQJ'r&lD8,
(6. Spao1a1l1od 8ervi08 .Cao!Utiea, &, The

ooste or Ber\'1oeBprovided by htl"hlJr oom]llex
or 8paGialiaed CaoUlti •• operated by the ~on.
pront orglLDisa.Uon. BUM IIlI oomputers, wind
tunnels. AJldreao'orll a.re allowable, ]l1'oYJded
the aha.rfllll Cor the servioes ·meet the oondl·
tlons ot either pa.rql>a»h (6 b. or o. ot th18
appandlx and, in a.dditlOD, ta.ke into aoooet
&DYitrnna of inoome or Jl'ederal fiDoo1l1J;
tha.t qual1lr as appllO&ble'ored1te under Bub-
llL1'•.•.ra.ph A.6. of APPendix A to We :part.
b. The oosta of BUoh servioe8, whll1l mate·

rial, muet b. olla.rged d1reotly to applloab1e
•.wards baeed on aotual ue •.•.e ot the 8.rvioe8
on the bulll of a aohedule of ratea or eata.b-
liahed methodology thAt.does not diaDr1m1-
nate ara.inat f'edel'a.1lY-flUpported aotivities of
the nOll~pl'oflt orga.D1sa.tlon, inclUding usage
by the DOll·profit ol'ganilatlon lor internal
purposes, 04 1Bdes1pe4 to reoover wy the
anr •••.t. ooate or the aervioea. The 008te of
eaoh 881'Vioe.ba.lJ Oonsllt DOl'Jl1a11yor both
1ts direot ooats and itll allOOe.ble B1Ial'eof all
Indireot ooaR. :a.a.tea Ilball be a.djuetell at
least blellD1eUy. and Ilball talte into OOD8I.d·
eratillJl DVmtmder allJl11ed ousts of the pre.
vioue ]lsriod(s).
e, Where the DOEtGinourrod for a eerYlee

are lIot materiliJ. they may be allooa.ted as
ind1reot OOlta.
d. UDcler BOme .extr&ordlnary 01r:-

oumatano8l. whel'e it Is in the beat inte1'8st
of the Fedaml Government 110114themsUta·
tiOD to eata.blJllb aJ.ternative oolt1Dg U'rauge-
mentll, 111M arrao.gemantG may be worked
out With tbll DClID1BantFederal &Benoy.
4.7. Taxi., a. In /l'82leral. taxi. which the or-

gantsa.tion ill reqa1r8d ~ pay and whioh M'e
paJ.d Dr aoorued m aooordanoe with GAAP,
and ]la.ymlnte ma.de to looaJ. rovernmenta in
lIeu of taxu Whioh &l'8 oommllnBurate with
the 100aJ "ol'ernment lervloes reoeivell are
allllwable, 8ltOB]lt fill' tax81 from whloh IlX'
em]ltions art aval1able to tbe organisatlon
d1reotly or whIoll are avanable to &'be organi·
zatlOD basell on an exemption afim'tled the
FoderAI Qovernmll1lt and m the latter O&8e
when the aw&l'd1ng arenO)' makes available
the ne_al'1 exemption oert111oatea, IIJlllo1aJ.
a81enmanta on land whiol1 re]l1'8l8llt Da]lltal
ImprOVBmeDb, anti Federal moomll taxes.
b. Any 18lUD/1of taxes, &IliI any payment to

the or,aD1sation er in1;81'Bat tbe18on, whtoh
were allowed as award oOllta, w11lbe ol'8d1ted
Ilither all •. OOBtreduotion 01' ow l'efund, as
a.ppropriate, '0 thll Federal Government.
48. Termma:tlon OOltS appJloa.ble to epon-

lored agreamente. Te1'lllina.tlon of aW&1.'dB
generaJly ,lvll3 rise llo thll Inom'renee of
oosta, or tbe Deed for speo1aJ tl'aatm8nt of
oosta, whloh woullI not ha.ve L1'iMn bad the
FederaJ award Dot beeD termiDatsd. Oost
PrlnGi]lles oovm'iIlg th88ll Items a.re Bet forth

2 CFRCh. /I (1-1-{)9 Edition)
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below. They L1'e to be Died in oonjunotioD
with the other provlB1oDBot We append1x in
termiDablon B1taa.tlODB,
a.. Tlie DOst ot ltsDIB l'8a8onably usable OD

the DOD-]l1'oflt Orgllo'l1lJil.tiOD'Sother work
aha.ll not be allo\v"ble unleee the non-profit
orr&D1aatlon .ubmlta evidll1lee that Itwol1ld
:!loll ret&1n' lUob Iteme a.t DOBtwlthllut sus·
taining a lou. In deoldlng whether suoh
ltem.s L1'ereuonably l1Bable on otber work ot
the Jlon-proftt orr&D1l&tfon, the' awardlDg
•••.mo), Ilhould oon.lder the nOD-profit orge.-
nlHot1on'. 11lanB and orders for 0111T8Dtand
scbe4uled aotivlty. CloJItemJlol'llo1leOUIPtl~
olla888 of oommOn itsma by the nOJl']l1'OtU
orpniu.tlon thaJl be regarded a8 eviilenoe
that tuoll Item. M'Bl8&IoJla.bly l1Bable on the
nlln'Profit ol'p.n1sa.MOJI'e otl1er work. Any
aOoe]lte.Iioe of oommon Items as allocable ·to
the term1nated portion of the Federal aw-.rd
ehaJl be ltmlt8d.~ the anent that the Quan·
tltles of euch items em hand. in trane1t. llJId
on brder an m exoeBS of ~e reaaDll8.ble
QU&Jltite,tlve reqlW'8ment.ll or other work.
b. If 1n a ]la.rtloula.r oase. d88Jl1te all 1'8a.-

lIOD&hle eiYortll by 1;he DOJI']l1'oJlt ortaD1aa.-
. tlO1l, oerta1Jl ooete _ot be dlloDDttnued
immediately ..nIX' lilie e1feotlve date or'ter-
nUJI&ti01l, SUM oosb an generally allowable
within thll limit ••tiODB let forth in t1$ ap-
PIl11d1x, exoept; tba~ any euoll ooste een-
t1nu12llr &itel' termination du.e to the nell'-
llg$t OX'willful tauure of the DOJl'-]l1'OOtor-
ganization ~ diaoontlnue euah DOste llball be
unallowe.ble.
e, LollS of' uaefUl value of speoia.] toolin&,.

maohine1'7, and 1Bgenlll'a.lq allowable if:
(1) Suah speo1a1 tool1nJ:, lpeo1al JD&DbiDer;v.

Dr eqD1pment 11 not. l8&IOJle.b17 oa]lable of
uel in the other wlIrlr. of the nlin-proOt orga.-
nisation, .
(II)The interest of the Federe.l Government

Is ]l1'otlloteil by transfer lit tltle or by other
m_ deemed aJl]l1'DprJate by the awa.rd1DB'
aranoy. and
(3) The loss of useful vaJue for anyone tel"

minatedJl'ederal award il5 limited to tbat
]l1ll't10Jl of t.he aoQuJaltiOJl DOSt Wblcl1 beara
the Bame ratio to the 'total aoqu1Bltion OOlt
a8 the terminated pll1'tiOJl of' the Federal
"'W"'I'd bean to the entire terminated FederaJ'
••ward and otheX' Fedm .••] awards 1m' whiah
the BP\lOlaJ booUng. .B]lIIo1a1maoh1nll1'3', Dr
eqUipment WAIlacquired. . .
d, Rental OCIJItBundm' unexpired lea8B1 are

generally allowable where clearly ebown to
have beeD reasonably neoe8lary COl'the per.
tortnllolloe of' the terminated Federal a.warcl
1818the residual value of IUch leas8l, if:
(1) The amount of BUch rll1l~l claimed does

not exoeed Ill:ie reaSODAble USIl va.luB of' tbe
]lroperty leaBed for the period of tbe Federal
a.wa.rd &lid suah further Jleriod 8.8may be rea·
Bona.ble, aud
(ll) The Dlln'profit ol'raniz&tlOD malt81 all

l'e&.8ouable eUortl to tel'JDina.te, 8.8llgn, let-
tls, Dr otherwise reduce tbe 008t of suob
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lelLn. There •.leo m••y be Inoluded t.he ooat of
n.1t&rf.tiOllBof 8uoh I_ad proJlllrW, provided
Illob 11.1ter ••tIODBwere Deoe••• 1'&'for tile per-
COrm&l108at the ]Pedera.! ••wal'4, and of 1'88-
aonable reawrallion reql1lred bY the pioovl-
nona of the lel88.
e. set~emeJlt expell8llll 1110ln411111the (0\-

lowlnr a.ra ranar •.lly a.Uow••ble:
(j) AooountinJr, 18••••1, olarloa.!, •.Dd 8lmllt.r

oolts reuan •.bJ;vlIe0888&1'Y101':
(a) The prllpa.ra.lilon Il.IId prtlll8DtIotlOD to

t.he a.warcl1D1 aganoy of la1l1llement O~al.ml
and 8uppol'1l1l1rdata. with reepeot to the ter-
minated portion or the Federa.1 Iowa.r4, lUll ••
the termlna.tion 18 tor c1eta.lllt lillie Ul6.81 or
2 on ])Iortm (OMB Clrolll •.!' A-ll0»; and
(b) 'l'he teTmIn •.l;lon &I1dIIllttlemellt of lub-

a.wArda.
(II) ReUlonable oOlta tor tohe ltorare, tl'UllI-

porta.tlon, proteo1lloJl, and dtapoaltloJl or
proper")' provlc1ed b)' the Federal Qovel'l1'
men t or aoql11red or produ08d £01'the Federa.1
aw8.1'd,ooept when rra.nteeB or OOlltractors
Al'e reimbursed for dlap08&lBAt a. precleter-
Il\1ned &mount til a.ooorda.noB with 5216.32
through 1116.8'1of I on pa.1't :116 (OMB ee-
oular A-llO),
(3) Ind1reot ooeta related to B&la.r1l1Ba.nd

W8.I'8B IJloorrell 88 aettlement lIXJlllllU8 111
Bnbpa.ra.rra.phl 4R.e.ll) md (I) of llh1BIo1lpen-
Mit. NormallY, 8nOb Indireot ooBts ell••ll be
l1mlted to fringe benetltll, OOOUPaDDY~Bt,
and Immediate lupervlBlon ..
r, Ola.lme uller Bub •.wa.rdB. Inolud1llr the

•.1l00•.ble portion of o1aI.mBwhlob a.re oom- .
ilion to the Federa.l •.",a.rd, and to other work
of the non·proflt orpn1aa.tlon are ronere.11y
..uow •.ble.
All approPrla.te Ih&re of the non·prol1t or-

rlJllza.tlOJl'8 IDdlreot 8XPBJll18 ma.:v be •.Do-
oa.ted to the •.mount 01BettlementB with lub-
oontraotors and/or 8ubrrADtees, provided
that the &mount ••Uooa.tell ta o1;hel'willl ODn-
Bletent With the ba.B1orulde1tneB oOJlta.llI8d
In AllPIIJldix A. The Indlreot el[Jl8D8e10 allo-
oa.bed IIh8.Il exolude the 8&me and BImlIa.r
ooste olal.med dlreotl~ or lnd.1reo~r Be .ettle-
lIIent IlX)IllIIJlBB.
.48. TraIJl1nr 008te ••.. ooate Of prapt.ratlon

md ma.1nteDa.JlOBof a progr&m of In.motlon
Ino1l\dJng but not. ltmltell to on·the·job,
olaaaroOlll, and a.pprentioeabip tra.1D1nr, de-
atgned to Inorease the vooa.ttonal efteotlve-
ne88 of emploFM8, 1IIo1ud1Dr tra1ninr ma.te-
r1a.lB, textbooks, lIal&r1e801' W&gesDC tra.lneel
(exolud1Da' overtime oompenaatlon whloh
might arillll therefrom), and (1) BIL1a.l'1esof the
director of tra.lnlng and lta.fi When the tra.ln-
Ine' Pl'o&'Rm 11 ODJlduotell b7 1;he orcamza-
tlon; or (II) tuition aDd teeB whBn the tra.l11-
In&'II in &DlnBtttntion not oPlll'a.ted bY the
orpnl ••.tion, are allow •.ble.
b. Oo8ta ot part-time education, •.t an nn-

dergra.du •.i;e or Poat-rl'&.d\18.te ooUelB level,
Inoludlnr that provided a.t the orraD.1aation'l
DWDta.ellttlel, "1'8 allowable only when the
ooura8 or degree pursued Is rela.tlve to tile

PI. 230, App. 8

field In whlob. the emploF88 Is now wOl'~IDG'
or ma.y re880nably be eXJlIlOtedto wOI'k, aDd
Al'8Umlted-to:
(1) Tra.iDlnll' mai;el'lala.
(2) 'l'extbooke.
(8) Feea oba.r8'e. bF !;he Bduoa.tiona.! inetl tn-

tloD. .
(4) Tuition oharged b)' tbe eltuoa.tlonal In-

stltution 01', In lieu ot tuition, 1n8trnotora'
la.larlea &Dd the related lIhare ot Illc1lroot
ooatll of the eduoa.tional IDBtl'Utloll to the
extent Ilbat the ltl1m thereof Ie not In exoolI8
of the tl1ltlon Whloh 'Would have been pa.1d to
. the l'la.rt101pa.tinll' eduoational1llltltatlOn.

(II) 8al8.1'l88 and l'alated OOltllof 1IIItrllotor8
who 8.1'8 emplo:ve88 of th8 or.anlsatllon.
(8) Stra.t&rht-tImB oompIDB&tion 01 aa.ab

BlIIplo~ee for time apent attandlngolaaeBB
dur:lnr worklng honn Jlot ill exoeae of 166
hours PIIr 1"eal' and only to the extent that
o1roumlt&noea do not parmit 'he op8l'&Mon of
o1aaeell 01' ••ttendanOB at OI_DS after reB'lllAr
'Worklnr ho\U'B; otherw1Be, woh oompen.a.-
tian Is 1UlIIJ111wable.

D. Oom ot tuition, leea, tralnllli materials,
and textboolta (bUt not BUbatateuDll. Bala.rF.
or UIY o1;her emolumentll) In (lOilDeetlDn
witb f'I1l1-tlme eduoa.tlOD. lnoludiJlir that pro-
vided IIotthe orr&DtI&t1on'll OWD1'&CJlltlBB.at
a polt-rra.duate (but not undergraduate) eei-
lece laval. IIore a.1lowable only when the
ODIU'IIlIor dBgree pur.lled 11 related to the
field in wbitih tho 8IIIploYBeiB now worldnG'
or m.,y l'8&IIon••bl)' be 8ltPeoted to work, and
only where the 008t11reoeiva the prior a.p-
proval of the a:wardlllr arenO)l •. Suoh 008tB
8.1'8 limited t"o the 0011:1 ••ttl'lbut&ble to a
toW period IIOt to IlKOBedODe80hool yea.r Jor
ea.oh emploFee BO tra.1ned. In un1l8ual 088l1B
llhe period may be extended.
d. Oolta of atllendanae of \1Jl to 18 weeks per

llIDPloyae par ye8.1' IIotepBo1a.11BedPl'orra.me
apeottl.oa.11~ deatped to enhalloe the erreD-
tlven.IB or 8Xeoutlv8ll or ma.Da.r8l'll 01' to pre-
pa.re employe •• for BUahpoBltlonB loTe•.Uow·
able. Such ooatB Inolude eDrollment fe88,
tra.1nlnr mater1ll1., textbooks and rela.ted
tihlU.'ll'ea, IlDIPloyeea' a&1a.r1BB,subaiBtenoe,
aud travel. OOBta a.110wa.blllunder this para.-
rra.Ph do not 1no1ude thOIB for OOUr88J1that
&rIl P&1't of a. c1ecrell-Orlented ourr1ou.1um,
whloh a.re allow •.ble only to t.he extent •• t
forth In 8\l.bJ'lllol'&Sl'a.phab and o.
e. Ma.lnten&noe expeJlBe, &Ddnormal depre-

o1atton or fm rllDal, on ra.ollltieB oWDed or
l888ed by the orra1liMMOII for tra1n1nr pill"
P08l1B8.1'eallowa.b1B to·the extent 88t fortb 1D
.arra.pha 11, ~, and all of thIB append.1x.
r, Oontrlbntlone or donllotlone to edu·

oa.tlona.l or tra.1nlng tnstltutlODB, inolwUng
the dOn&tlon of 'a.o1Ut1ea or other propertillB,
aDd BObola.rahlpi1 or tellowehtPl. lI.1'euna.llow·
•.ble.

g. Tra.1ntnr &Dd eduoatlon OOlIte In exoeeB
of thoa" otherwise a.1lowa.ble under BubpMol.
grf.phll 48.b &Dd0 of thl8 appendix ma.y be al·
lowed with prior a.pprov~ of tha awa.r41D&'

I'll
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l!.gaoGy. To be DOlJlIldel'8dfor I.pJlrovAl, the
ora-anize.tIOJl mlllt demOJletrI.te tb&t suoh
OOSy are oonaistantJy inOl11'J'ed JlUl'IIlIl\.1ltto
&D esta.bllBbad tl'8.lnlnr a.nd eduoa.tion pro-
rra.m, a.nd tba.t tb8 oolltsa or dall'ee pursued
Is rela.tlve to the field in Whlob tbe employss
ie now working or Dl&Y reaBona.bly be ex-
peoted to work. '
60. Tra.1ieporta.tlon OOlite. Tra.D8Jlort&tlon

oosta 1nalud. fl'lIl8'ht, expl'llJll, oa.rta.p, uel
pOBta.re Ohlll'8'BBrel&ting either to loods pur-
ohued, 1n )l1'OO8llll, or delivered. Th.BS ooata
&1'Sa.11owable, When Illlob DOats ONI 1'8aclfiy
be Ident1t18d wltJJ libe jteJn8 involved,tJJey
m&y b8 dlJ'eotly oh&l'pd &I traDllPQl't&tlon
oosta or &ddell to the ooat 01 allob ttama (II'
paragra.pb 28 of thla apJIendIX), Where ~dentl-
.tioatlon 1I':Ithtbe m&ter1a.l8 reoeived oa.nno~
rea.ct1ly ba made, tr&Daport&t1on DOatsm&Ybe
oba.rled to tbe ~propr1ate lndlreot oOlt &0-
oounts if the orra.n1zatlon ronows a oon-
sietent, equitable prooecJ.ure 1n thl. reapeot;
6L Travel ODilia.
I.. General, Tra."el ooets are the HJ)SDB8B

for tra.naportatlon, lodlin" 8ubllsten.OIi, &nll .
1'81a.tedltema1nourred bY employ-eBBwho IL1'8
in travel .tatus DD of1lolAl baa1n8lll of tbe
non.profit orr&nisatlon, Suob OG8ta mal' be
obarpd on en aoIlIlaI 008t ba.s1B, on a. per
diem or mileage baa18 1n Ueu or &otuAl OOlltB
inourred, or on a. oomb1natlon of the wo,
lI1'OVidedthe methoel unelie a,ppUed to &11en-
tire trlp &nllnot to seleoted daye of the Vip,
&DdrBBults In lIharree DOlJIlstent with thOBe
normally allowed tn like otroUIll8t&l1oes in
the, non-profit 01'g&Dlza.tlon's non-federAlly-
spoD801'8d aotlvitles,
b, Lodg1ng &nel1Ub8iIlten.oe, Ooate inourred

bY employees &lid oJ'tioera tor tl'&vel, 1nobld-
U1&' oosta ot lodr1nr, other Jube1stenoe, a.nd
inoident&1 expeD88B, sb&1l be ooDBidered rea.-

, 801la.ble &lid allowable on17 to the extent
8uob ooBlia do not expeed chUI. 1I0rmal1y
a.11owellby the nOD-prol1t ol'8'anlutloll'1n Ull
relular Opu"tiODB ae the result of the non-,
profit Ora-anlsatioll'l written travel policy,
In the a.blenoe of &11&ooept&ble, written 1I0n-
pI'oDt ol"anlsatlon policy regarlllnr travel
OOBts, the rates a.nd amounta' 8sta.bUflbed
under luboba.pte1' I 01 Chapter 6~, Title 6,
United States Oode ("Tra.vel uti SubslateDoe
Expenses; Mileage AUOW&DOBSn),or by the
Adminlstr&tor of GenerAl SerVIoe., 01'by the
President (or his or her dea1rnee) P\l1'll11&Dt
to &117 prDvlaiolis of BUoh BIlbohapter shall
a.pp17 to travel under D'ederI\J &warclB (48 Oll'R
81.206-46(&».
,0. Oommel'OiAl a1t' travel, (1) Alr1a.re oosts
in exoess ot the oustomary ata.nda.rd eemmer-
01&1a.irf&1'1l(ooaob 01' equivAlent), F,del'8J
GOVel'nmBDt.oontJ.'aot; lI.Il·!are (where alitbol':
ll1ed aud a.Va1Iable), 01'the lowest oommBrolaJ
dlBoount &lrf&re&1'eunallowa.ble exoept when
such aooommod&t1ons would: l'8Ql1ire oll'Oui-
taus foUtlug: require travel during unreason-
able hOUl:a:exoe88lvely Pl'olonr tra.vIII; reault
In additional OOBts tba.t· would oUBet the
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tra.uBportatlon II&v1nrs: 01' offer aooommoda-
, tione 1I0t reaaona1:ll:v acl8lluate ror the trav-
eler's med10al ]leeds, The lion-profit Ol'/l'ani-'
Btlon muet JustifY and dooament these 001I-
d1tt01l8 on a oase-by-oue ball1l1 in or4er for
the UBe of first-ola88 a11'fa.1'e to be nJlow&blll
111 suob GaBBS.
(2) Unl8B8 •. p&ttarn of a.voldanoe ie de-

teoted, ,the Federa.l GOVlll'llDleDtwnl pn-
erAlly 1I0t Qu"tIQII & non-Pl'oll t orrani ••.-
Uon'. 4et.erm1natlona that oUBtorna:ry Bt&Dd-
&1'd&1r!a.re or other dl&oount a.irla.re is un-
&,,&11able1'01'.speolfio trip. If the non-profit
ora-a.n1z&t1on DIlA demoDBtrate 81 tiler of the
followllJg: tha.t 8uob a.irflL1'8wu not avaU-
able 'in the BPSo1J10DaIle: or that It 18 the
non-profit ora-&1l1Atton'a OV81'8Jlpraotloe to
make routine use or 8uob a.11we,
d, Ail' travel by otber tba.n oommerol&1

DjIl'1'ier,CoBIia of lil'&vel by non-profit orranl-
satloll.ovmed., -leased, or -oba.rtered a.1rcr&l't
11101udelib8 ooet of leaBe, obl.1'ter, operation
(1noJud1ng perBOWle1ooata), m&1ntenanOB, de·
Pl'801&t1on, 1DBura.noe, and, other I'll1&ted
oostB. The portJon or 8110b008ts tha.t exoeeda
the ooat of allowable oommeroial &11'tr&ve1,
,as provided for in 8ub]l&1'8o/l'rapbJ0•• lB una.l-
low&ble.
8. lI'ore1p. tra.ve1. Dlreot olJargea ror for-

81m tr&vel oon.lIl'e allowable on)y when tbe
lir&ve! hu reoelvsd prior a])l)1'OVAlor the
r.warlllDg agen07. Jllaoh 88Jl&rate foreirn t11P
mnBt l'eoe1ve BUch &pprovAl. Par P\1l'PD8BB of
tbls proV1sion, "foreign fir&vel" inoludes !lotI7
tr&vel outside Oa.u&cla,Meldoo, tile United
St&t8B, &lId&1l7United Sba.tea tenltor188 and
P0888Ba1ou; Dowever, the term "rol'8irn'
travel" for a lion-profit organisation 10Gated
III •• lorelrn oountry me&1l8 tra.vel out;lllde
libat ooant:ry.
62. 'l'l'\J8teea. 'l'l,&Vel &1IelIUbalsten.oe ooeta

of truate. (or directors) are allow&ble. The
ooats are Bubjeot to reatl'1otlona rega.rl1111g
lodgin/l', Bublll8tenoe and a1r tra.vel oosts pro-
vided :ID pl.1'8.If1'&Pb61 or this appendIX.

APPBNDIX C TO PART 28D-NON-PaoJ'lT
ORGANmATIONS NOT SUllJEO'l' TO
TBlSPART

1, Adva.noe Teohnology Inatlt\1te (ATI),
Oh&l'18ston, South O&rollnl\

ll. Atll'OB]la.oeOorpora.tlon, :mt Segtllldo, O&li-
fonlla. '

8. Amel'ioa.n InatltuteB or Resea.rob (AIR),
W&lhllll'tou DO

4. Argonne N&t1on&1L&bol,&to~·\ Chioago, 11-
linoiB

6, Atomio Oa8ua.lty Oomm!aa1oll, Wash-
lugton, DO

0, ll••tteUe Memoria.) In8tltute,
HeadQua.rtered in OolumbUII, Obl0

~, 1ll'ookbavBD N&tlon&1 LabDra.~Ol'Y, Upton,
New York

8, Ohll.rJeB Si&1'k Dra.pBl' Laborato1'Y, Inoor-
pOl'a.ted, Ot.mbl·idre, Ma.aeaobuaetta

l

172



OMBCirculars and Guidance
P. ONA cOrporAtion (CHAO). AlexlUldrla. Vir-
81nla

10. JIlnvironmentaJ InBtitllk of MJobllrlUl.
ADnArbor. Mlobll~

11. Georgia Iustltllte of TeobIlOJOlYiGBOl'1l'la
Taeh Ap)ll18d Relearoh Ool'JloratlollfGllor-
81.. TIloh R•••••••ob Inat.It.l1k. Atlanta..
Geol'll'la

12. Hl.Iltord lDnvlrollmenta.l Hoalth 1"01lD4a-
t.lon. RiohJa.n4. WllBh1Ila-ton

18. lIT ReBea.roh1111t1tl1te.OhIOIlIfO. DI1nol8
H. In8tltUIie or au TeobnololY. Ohloaro. JI.
UDol.

16. In8Mtute ror Derllne An •.I,lla, Alexan-
drl •••V1l'8'lnla

18. LMI. MoLean. Vll'1l'lnla
11. Mitre OoI'JIoratlon. Bedford. 1IIaa.aobu-
•• tlie

18. Mitr.tek 8111tame. Ino.. hila Ob\U'llh. .
vtrrlnla

18. HaMona.)RadlologloaJ AltroDOml' ObsIll'V-
atory, Or.an Bank. Weal'.Vlrrinia

20. National Renewable Energy Laboratorv,
Ooldan. Colorado

ai, cak Ridge Alleoolated Univerattillll, Oak
Ridge, Tenneaeee

PI. 230, App. C

22. Rand Oorporatlon, Banta. 1110)110&,OaJj-
rornla.

D. RllHlLroh Triangle lnel;ltute. Re8ea.l'Oh
TrlAnSle PArk. NorO OVollna.

24. RI'flI1'8lde Rea.al'Oll Institute. New York.
New York .

26. South carolina Ra8earoh Au~hol'ltJ
(BORA). ChArleston. South Oarollna.

28, South.rn R8aearob lnat.lt.ut,e. Bh--
mtnll'h&11l.Ala.b&11Ia.

27. Southweet Rea•••••ob 1118111tn1;8,San Anto-
nio. T8XIl8 .

2B.SRI Intlll'DAtlona.l. Menlo PArk. OalUOl'nla
29, ByraoUllB· Reaearoh OOr)loratlon. syra-
ouae, N.w York

SO. UniVBl'81ti881l.e8eaI'oh A_olation, Inoor-
porated (Nalliona.) o\OOIlerAtion La.b). Ar-
10Dn., mlnou

81. Urba.J1 Institute. WublngtoD DO
82. Non-profit lnsuranoe oompa,nles, suob as
Blue OroBB and Blue Shield OrgUlla.tlODB

33. Otober nOD-profit orga.nI.lIa.tion8 as UBII'O-
ttated wtth a.wardlllI ~nole8

PARTS 231-299 [RESERVED]
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Audits of States, Looal,Governments. and NonwP:ofit Organizat~ons
TO THE HEADS OF EXECUTIVE DEPARTMENTS A1IlD ESTABLISHMENTS
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SUBJECT: Audits of States, Local Governments, and Non-profit organizations
1. Purpose. This Circular is issued pursuant to the Single Audit Act of
1984" P.L. 98-502, and the single Audit Act Amendments of 1996, P.L. 104-156, ,
It sets forth stal}dards for obtaining consistency and uniformity among 'Federal
agencies for the audit of States, local governments, and non-profit
organizations expending Federal awards.
2. 'Authority. CirClular A-133 is issued under the authority of sections
503, 1111, and 7501 et seq. of title 31, United states Code, and Executive
Orders 8248 and 11541.
3. Rescission and Supersession. This circular rescinds circular A-128,
"Audits of State and.Loca),Governments/· issued April 12, 1985, and supersedes
the prior Circular A-133, "Audits of Institutions of Higher Education and
other Non-Profit Institutions,· issued April 22, 1996. For effective dates,
see paragraph 10.
4. Policy. Except as provided herein, the standards set forth in this
Circular shall be applied by all Federal agencies. If any statute
specifically prescribes policies or specific requirements that differ from the
standards provided herein, the provisions of the subsequent statute shall
govern. I

. Federal agencies shall apply the provisions of the sections of "this
Circular to non-Federal entities, whether they are recipients expending
Federal awards received directly from Federal awarding agencies, or are
subrecipients expending Federal awards received from a pass-through entity (a
recipient or another subrecipient) .

This Circular does not apply to non-U;S. based entities expending
Federal ~wards received either ~rectly as a recipient or indirectly as a
subrecipient.
5" Definitipns. The definitions of key terms used in this Circular are
contained in § ,105 in the Attachment to this Circular.
6. Required Action. The specific requirements and responsibilities of
Federal agencies and non-Federal entities are set forth in the Attachment to
this Circular. Federal agenciesmaking awards to non-Federal entities, either directly or indirectly, shall
adopt the language in the Circular in codified regulations as provided in
sectio~ 10 (below), unless different provisions are required by Federal
statute or are approved by the office of Management and Budget (OMB).
7. OMB Responsibilities. OMB will review Federal agency regulations and
implementation of this circular, and will provide int;:erpr,etationsof policy
requirements and assistance to ensure unifor.m, effective and efficient
implementation.
B. Information Contact. Further information concerning Circular A-133 may
be Obtained by contacting the Financial Standards and Reportin~ Branph, Office
of Federal Finimcial Management, Office of Management and Budget,Washington,
DC 20503, telephone (202) 395-3993" .

1



· .9. Reyiew Date .. rrhis'Ci:l;cularwill have a policy review three years t;rom
the date of issuance.
10. Effectiye Dates. The standards set forth in § .400 of the Attachment
to this circular, which apply directly to Federal agencies, shall be effective
July 1, 1996, and shall apply to.audits of f-iscal years·beginning after June
30, 1996, except as otherwise specified in § .400(a).

The standards set forth in this Circular that Federal agencies shall
apply to non-Federal entities shall be adopted by Federal agencies in codified
regulations not later than 60 days after publication of this final revision
in the Federal Register, so that they will apply to audits of fiscal years
beginning after June 30, 1996, with the e~ception that § .305(b) of the
Attachment applies to audits of fiscal years beginning after June 30, 1998.
The requirements of Circular A-128, although the Circular is rescinded, and
the 1990 version of Circular A-l33 remain in effect for audits of fiscal years
beginning on or before June 30, 1996.

The revisions published in the Federal Register June 27, 2003, are
effective for fiscal years ending after December 31, 2003, and early
implementation is not permitted with the e~ception of the definition of
oversight agency for audit which is effective July 28, 2003.

Augustine T. Smythe
Acting Director

The revisions published in the Federal Register June 26, 2007, are
effective for fiscal years ending·on or after December 15, 2006.

Rob Portman
..Director

Attachment
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--AUJ;lITS OF STATES, LOCAL 'GOVERNMENTS, AND NON-PROFIT
ORGANIZATIONS.
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Program-specific audits.
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E--AuditorsScope'of audit.
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":Bubpart A--(;eneral
1 ".100 Purpose.

This part sets forth standards for obtaining consistency and uniformity
among Federal agencies for the audit "of non-Federal entities expending Federal"
awards. "
1_.105 Defin:i.tiOl1s.

Auditeemeans any non-Federal entity that expends Federal awards which
must be audited under this part.

Auditor means an auditor, that is a public accountant or a Federal,
State or local government audit organization, whioh meets the general
standards specified in generally accepted government auditing standards
(GAGAS). The term auditor does not include internal auditors of non-profit
organizations.

Audit finding means deficiencies which the auditor is required by
1 ,510 (a) to report in the schedule of findings and questioned costs.

eFDA number means the number assigned to a Federal program in the
catalog of Federal Domestic Assistance (eFDA).

Cluster of programs means a grouping of closely related programS that
share common compliance requirement~. The types of clusters of programs are
research and development (R&D), student financial aid (SFA), and other
clus~ers. "Other clusters" are as defined by the Office of Management and
Budget (OMB) in the compliance supplement or as designated by a state for
Federal awards the State provides to its sUbrecipients that meet the
definition of a cluster of programs. When designating an "other cluster," a
State shall identify the Federal awards included in the cluster and advise the
subrecipients of compliance requirements applicable to the cluster, consistent
with 1 ,400 (d) (1) and 1 ,400(d)(2), respectively. A cluster of programs
shall be considered as one program for determining major programs, as"
described in 1 ,520, and, with the exception of R&D as described in
1 .200(c)"whether a program-specific audit may be elected.

Cognizant agency for audit means the Federal agency designated to carry
out the responsibilities described in 1 ,400 (a) •

ComPliance supplement refers to the Circular A-133 Compliance
SUpplement, included as Appendix B to Circular A-133, or such documents as
OMB or its design"ee may issue to replace it. This document is available from
the Government Printing Office, Superintendent of Documents, Washington, DC
20402-9325.

Corrective action means action taken b.Y the auditee that:
(1) Corrects identified deficiencies;
(2) Produces recommended improvements; or
(3) Demonstrates that audit findings are either invalid or do not

warrant Auditee action.
Federal agenev has the same meaning as the te:m agency in Section 551 (1)

of title 5, United States Code.
Federal award means Federal financial assistanoe and Federal cost-

reimbursement oontraots that non-Federal entities receive direotly from
Federal awarding agenoies or indirectly frampase-through entities. It does

4
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notJ~c:J.udeprocurement contracts, under grants or contracts, used to buy
goociSpr services fram vendors. Any audits of such vendors shall be covered
by the terms and conditions of the contract. contracts to operate Federal
Government owned, contractor operated facilities (GOCOs) are excluded fram the
requirements of this part.

Federal awarding agency means the Federal agency that provides an award
directly to the recipient.

.:
!
I
I
I
• I
I
IFederal finADCial assistance means assistance that nan-Federal entities

receive or administer in the form of grants, loans, loan guarantees, property
(including donated surplus property), cooperative agreements, interest
subsidies, insurance, food commodities, direct appropriations, and other
assistance, but does not include amounts received as reimbursement for
services rendered to individuals as described in 5 .205(h) and 1 .205(1).

Federal program means:
(1) All Federal awards to a non-Federal entity assigned a single"

number in the CFDA.
(2.) When no CFDA number is assigned, all Federal awards' from the same

agency made for the same purpose should be combined and considered one
program.

(3) Notwithstanding paragraphs (1) and (2) of this definition, a
cluster of programs. The types of clusters of programs are:

(i) Research and -development (RJd» I

(ii) Student financial aid (SFA); and
(iii) "Other clusters," as described in the definition of cluster

of programs in this section.
~ means generally accepted govermnent auditing standards issued by

the COIl\PtrollerGeneral of the United States, which are applicable to
financial audits.
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Generally accepted accounting principles has the meaning specified in
generally acoepted auditing standards issued by the American Institute of
Certified Public Accountants (AICPA).

Indian tribe means any Indian tribe, "band, nation, or other organized
group or comnunity, including any Alaskan Native village or regional or
village cor,poration (as defined in, or established under, the Alaskan Native
Claims Settlement Act) that is recognized ~ the United states as eligible for
the special programs and services provided by the United States to Indians
because of their status as Indians.

Internal control means a prooess, effected by an entity'S management and
otberpersonnel, designed to provide reasonable assurance regarding the
achievement of objectives in the following categories:

(1) Effectiveness and efficiency of operations;-
(2) Reliability of financial reporting; and
(3) Compliance with applicable laws and regulations.
Internal control-pertaining to the compliance requirements for Federal

programs (Internal oontrol over Federal programs) means a process--effected by

5



an entH.y "smanagement and other personnel--designed. to provide :reasonable
assurance regarding the achievement of the following, objectives for Federal
programs:

(1) Transactions are properly recorded and acoounted for to:
(i) Permit the preparation of reliable financial statements and

Federal reports;
(ii) Maintain accountability over assets; and
(iii) Demonstrate compliance with laws, regulations, and other

compliance requirements;
(2) Transactions are executed in oompliance with:

(i) Laws, regulations, and the provisions of contracts or grant
agreements that could have a direct and material effect on a Federal program;
and

(H) Any other laws and regulations that are identified in the
compliance supplement: and

(3) Funds, property, and other assets are safeguarded against loss
from unauthorized use or disposition.

~ means a Federal loan or loan guarantee received or administered by
a non-Federal' entity.

Local government means any unit of local government within a State,
including a county, borough, municipality, city, town, township, parish, local
public authority, special district, school district, intrastate district,
council of governments, and any 'other instrumentality of local government.

Major program means a Federal program determined by the auditor to be a
major program in accordance with 5 .530 or a program identified as a major
program by a Federal agency or pass-through entity in accordance with
1_.215 (0) •

Management decision means the evaluation by the Federal awarding agency
or pass-through entity of the audit findings and corrective action plan and
the issuance of a written decision as to what corrective aption is necessary.

Non-Federal entity means a State, local government, or non-profit
organiza.tion.

Non-profit organizati~ ~eans:
(1) any corporation, trust, association, cooperative, or other

organization that:
(i) Is operated primarily for scientific, educational, service,

charitable, or similar pu~oses 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 ter.m non-profit oraanization includes non-profit institutions

of higher education and hospitals.

6
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· ~ means the.Executive Office of"the President, Office of Management
and Budget. . '

I
I

r
!
i
I
i

I
~
i

I
!
I
!

OVersight agencv for audit means the Fed~ral awarding agency that
provides the predominant' amount of direct funding to a recipient not assigned
a cognizant agency for audit. ·When there is no direct funding, the Federal
agency with the predominant indirect funding shall assume the oversight
responsibilities. The duties of the oversight agency for audit are desqribed
in 5_.400 (b) •

E:f:fective July 28, 2003, the :following is added to this de:finition:
A Federal agency with oversight for an auditee may reassign oversight to
another Federal agency which provides substantial funding and agrees to
be the oversight agency for audit. Within 3.0days after anY
reassignment, both the old and the new oversight agency for audit shall
notify the Buditee, and, if known, the auditor of the reassignment. II

, Pass-through entity .means·a non-Federal entity that provides a Federal
award to a subrecipient to carry out a Federal program. .

Program-specific audit means an audit of one Federal program as provided
for in 5_,200(0) and S , .235,

Questioned cost means a cost that is questioned by the auditor because
of an audit finding:

(2) Where the costs, at the time of the .a~dit, are not supported by
adequate documentation; or

[
I
I
I.j
l

(1) Which resulted from a violation or possible violation of a
provision of a law, regulation, c9ntract, grant, cooperative agreement, or
other agreement or document governing the use of Federal funds, including
funds used to match Federal funds;~

(3) Where the costs incurred appear unreasonable and do not reflect
the actions a prudent person would take in the circumstances.

Recipient means a non-Federal entity that expends Federal awards
received directly from a Federal awarding agency to ,carry out a Federal
program.

Research and development (R&D) means all research activities, both basic
and applied, and all development activities that are performed by a non-
Federal entity. Research is defined as a systematic study directed toward
fuller scientific knowledge or understanding of the subject studied. The term
research also includes activities involving the training of individuals in
research techniques where such aotivities utilize the same facilities as other.
research and development activities and where such activities are not included
in the instruction function. Development is the systematic use of knowledge
and understanding gained from research directed toward the production of
useful materials, devices, systems, or methods, including design and
development of prototypes and processes. .

Single audit means an audit which includes both the entity's financial
statements and the Federal awards as described in § .500,

~ means any State of the United States, the District o~ Columbia,
the Gommonwealth of Puerto Rico, the Virgin Islands, Guam, American Samoa, the
Commonwealth of the Northern Mariana Islands, and the Trust Territory of the
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Pacific Islands, any instrumentality thereof, any multi~State, regional, or
intersta'te entity which has 90vernmental functions, and any Indian tribe as
defined in this section.

Student Financial Aid (SFA) includes those programs of general student
assistance, such as those authorized by Title IV of the Higher Education Act
of 1965, as amended, (20 U.S.C. 1070 et seq. r wh,ich is administered by the
U.S. Department of Education, and similar programs provided by other Federal
agencies. It does not include programs which provide fellowships or similar
Federal awards to students on a competitive basis, or for specified studies or
research.

Subrecipient means a non-Federal entity that expends Federal awards
received from a pass-through entity to carry out a Federal program~ but does
not include an individual that is a beneficiary of such a progr~. A
subrecipient may also be a recipient of other Federal awards directly from a
Federal awarding agency. Guidance on distinguishing between a subrecipient
and a vendor is provided in § .210.

Types of compliance requirements refers to the types of compliance
requirements listed in the compliance supplement. Examples include:
activities allowed or unallowed; allowable costs/cost principles; cash
management; eligibility; matching, level of effort, earmarking: and,
reporting.

vendQr means a dealer, distributor, merchant, or other seller providing
goods or services that are required for the conduct of a Federal program.
These goods or services may be for an organization's own use or for the use of
beneficiaries of the Federal program. Additional guidance on distinguishing
between a subrecipient and a vendor is provided in 5 .210.

Subpart S--Audits
8 .200 Audit requirements.

(a) audit required. Non-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 or program-specific audit conducted for
that year in accordance with the provisions of this pa~t. Guidance on
determining Federal awards expended is provided in 5 .205.

(b) Single audit. Non-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 8 .500 except
when they elect to have a program-specific audit conducted in aocordance with
paragraph (a) of this section.

(c) Program-specific audit election. When an auditee expendS Federal
awards under only one Federal program (excluding R&D) and the ,Federal
program's laws, regulations, or grant agreements do not require a financial
statement audit of the auditee, the auditee may elect to have a program-
specific audit conducted in accordance with § .235. A program-specific
audit may not be elected for R&D unless all of the Federal awards expended
were received from the same Federal agency, or the same Federal agency and the
same pass-through entity, and that Federal agency, or pass-through entity in
the case of a subrecipient, approves in advance a program-specific audit.

(d) 'Exemption when Federal awards expended are less than $300.000
($500,000 tor tiScal years ending after Deoember 31. 20Q31. Non-Federal

8
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,'entities that expend less ,than $300,000 ($500,000 for fisca) year,s ending
after December 31, 2003) a year in Federal awards are exempt from Federal
audit requ~rements for that year, except as noted in § , .215(a), but records
must be available for review or audit by appropriate officials of the Federal
agency, pass-through entity, and General Accounting Office (GAO).

(e) Federally Funded Research and pevelopment Centers (FFRDC).
Management of an auditee that owns or operates a FFRDe may elect to treat the
FFRDC as a separate entity for purposes of this part.
§_.205 Basis for determining Federal awards e~pended.

(a) Determinina Federal awards expended. The determination of when an
award is expended should be based on whep the activity related to the award
occurs. Generally, the activity pertains to events that require the non-
Federal entity to comply with laws, regulations, and tqe provisions of
contracts'or grant agreements, such as: expenditure/expense transactions
associated with'grants, cost-reimbursement contracts, cooperative agreements,
and direct appropriations; the disbursement of f~nds passed through to ,
subxecipients; the use of loan proceeds under loan and loan guarantee
programs; the receipt of property; the receipt of surplus property; the

.receipt or use of program income; the distribution or consumption of food
commodities; the disbursement of amounts entitling the non-Federal entity to
an interest subsidy; and, the period when insurance is in force.

(b) Loan and loan guarantees ,(loans). Since the Federal Gov~rnment is
at risk for loans until the debt is repaid, the following guidelipes shall be
used to calculate the value of Federal awards expended under loan programs,
except as noted in paragraphs (0) and (d) of this section:

(1) Value of new loans made or received during the fiscal year;
plus "

(2) Balance of loans from previous years for which t~e Federal
Government imposes continuing compliance requirements; plus

(3) Any interest subsidy, cash, or administrative cost allowance
received.

(e) Loan and loan guarantees (loans) at institutions of higher
'educatton. When loans are made to students, of an institution of higher
education but the institution does not make the loans, then only the value of
loans made during the year shall be considered Federal awards expended in that
year. The balance of loans for previous years is not included as Federal
awards expended because the lender accounts for the prior balances.
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(d) Prior loan and loan guaranteeslloans). Loans, the proceeds of
which were received and expended in prior-years, are not considered Federal
awards expended und~r this part when the laws, regulations, and the provisions
of contracts or grant agreements pertaining to such loans impose no continuing
compliance requirements other than to repay the loans.

, I

(e) Endowment funds. The cumulative balance of Federal awards for
endowment funds which are federally restricted are considered awards expended
in each'year in which the funds are still restricted.

(f) Free rent. Free rent received by itself is not considered a
Federal award expended under this part. However, free rent received as part
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·of an award to carry out a Federal program shall be included in determining
Federal awards· expended and subject to audit under this part.

(g) valuing non-cash assistance. Federal non-cash assistance, such as
free rent, food stamps, food commodities, donated property, or donated surplus
property, shall be valued at fair market value at the time of receipt or the
assessed value provided by the Federal agency.

(h) Medicare. Medicare payments to a,non-Federal entity for providing
patient care services to Medicare eligible individuals are not considered
Federal awards expended under this part.

(i) Medicaid. Medicaid payments to a subrecipient for providing
patient care services to Medicaid eligible individuals are not considered
Federal awards expended under this part unless a State requires the funds to
pe treated as Federal awards expended because reimbursement is on a cost-
reimbursement basis.

(j) Certain loans provided by the National Credit Union
Administration. For purposes of this part, loans made from the National
Credit Onion Share Insurance Fund and the Central Liquidity Facility that are
funded by contributions from insured institutions are not considered Federal
awards expended.

(;_.210 Sub:r:ecipiant and vendor detarm.i.nations,

(a) General. An auditee may be a recipient, a subrecipient, and a
vendor. Federal awards expended as a recipient or a subrecipient would be
subject to audit under this part. The payments received for goods or services
provided as a vendor would not be considered Federal awards. The guidance in
paragraphs (b) and (0) of this section should be considered in determining
whether payments constitute a Federal award or a payment for goods and.
services.

(b) Federal award. Characteristics indicative of a Federal award
received by a subrecipient are when the organization:

(1) Determines who is eligible to receive what Federal financial
assistance;

(2) Has its performance measured against whether the objectives
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 services. Characteristics indicative of a
payment for goods and services received by a vendor· are when the organization:

(1) Provides the goods and services within normal business·
oper,ations;

10
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(2) Pr9vides similar gQods or services.to many different
purchasers;

(3) Operates in a competitive environment;
(4) Provides goods or services that are ancillary to the

operation of the Federal program; and
(5) Is not subject to complianoe requirements of the Federal

program.
(d) Use of iudgment in making determination. There may be unusual

circumstances or exceptions to the listed characteristics. In making' the
determination of whether a subrecipient or vendor relationship exists, the
substance.of the relationship is more important than the form of the
agreement. It is not expected that a~l of the characteristics will be present
and judgment should be used in determining whether an entity is a sUbrecipient
or vendor.

(e) For-profit subrecipient, ~ince this part does not apply· to for-
profit subrecipients, the pass-through entity is responsible for estabiishing
requirements, as necessary, to ensure complianqe by for-profit sUbrecipients.
The contract with the for-profit subrecipient should describe applicable
compliance requirements and the for-profit subrecipient's oompliance
responsibility. Methods to ensure compliance for·Federal awards made to for~
profit subrecipients may include pre-award audits, monitoring during the
contract; and post-award audits.

(f) Compliance/responsibility for vendors. In most cases, the
auditee's compliance responsibility for vendors is only to ensure that. the
procurement, receipt, and payment for goods and services comply with laws,
.regulations, and the proyisions of contracts or grant agreements. Program
compliance requirements normally do not.pass through to vendors. However, the
auditee is responsible for enBuring compliance for vendor transactions which
are structured suoh that the vendor is respons.:l.biefor program compliance or
the vendor's records must be revieweq to deter.mine program compliance. Also,
when these vendor transactions relate to 'a major program, the scope of the
audit shall include deterDdning whether these transactions are in 90mpliance
with laws, regulations, and the provisions of cont~acts or grant agreements.

6_.215 Relation to other audit requirements.

I
I
I
I
I:

(a) Audit unde. this part in lieu of other audits. An audit made in
aocordance with this part shall be in·lieu of any financial audit required
under individual Federal awards. To the extent this audit meets a Federal
agency's needs, it shall rely upon and use such audits. The provisions of
this part neither limit the authority of Federal agencies, including their
Inspectors General, or GAO to conduct or arrange for additional audits (e.g.,
financial audits, performance audits, evaluations, inspections, or reviews)
nor authorize any auditee to constrain Federal agencies from carrying out
additional audits. Any additional audits shall be planned and performed in
such a way as to build upon work performed by other auqitors.
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(b) Federal agency to pay for additional audits. A Federal .agency
that conducts or contracts for additional audits shall, consistent with other
applicable laws and regulations, arrange for funding the full cost of such
additional audits.
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(c) Request for a program to be audited As 8 maior program. A Federal
agency may request an auditee to have a particular Fe~eral program audited as
a major program in lieu of the Federal agency conducting or arranging for the
additional audits. To allow for planning, such requests should be made at
least 180 days prior to the end of the fiscal year to be audited. The
auditee, ,after consultation with its auditor, should promptly respond to such
request by informing the Federal agency~hether the program would otherwise be
audited as a major program using the risk-based audit approach described iri
5 .520 and, if not, the estimated incremental cost. The Federal agency
shall then promptly confirm to the auditee whether it wants the program
audited as a major program. If the program is to be audited as a major
ptogram based upon this Federal agency request, and the Federal agency agrees
to pay the full incremental costs, then the auditee shall have the program
audited as a major program. A pass-through entity may use the provisions of
this paragraph for a subrecipient.

5_.220 Frequenoy of audits.
Except for the provisions for biennial audits provided in paragraphs <a'

and (b) of this section, audits required by this part shall be performed
annually. Any biennial audit shall cover both years within the biennial
period.

(a) A State or local government that is required by constitution or
statute, in effect on January 1,. 19B7, to undergo its audits less frequently
than annually, is permitted to undergo its audits pursuant to this part
biennially. This requirement must still be in effect for the biennial period
under audit.

(b) Any non-profit organization that had biennial audits for all
biennial periods ending between July 1, 1992, and January 1, 1995, is
permitted to undergo its audits pursuant to this part biennially.

§_.225 Sanotions.
No audit costs may be charged to Federal awards when audits required by

this part have not been made or have been made but not in accordance with this
part. In cases ,of continued inability or unwillingness to have an audit
conducted in accordance with this part, Federal agencies and pass-through
entities shall take appropriate action using sanctions such as: '

(a) Withholding a percentage of Federal awards until the audit is
completed satisfactorily;

(b) Withholding or disallowing overhead costs;
(c) Suspending Federal awards until the' audit is conducted; or

(d) Terminating the Federal award.

§_.230 Audit cost.s.
(a) Allowable costs. Unless prohibited by law, the cost of audits

made in accordance with the provisions of this part are allowable charges to
Federal awards. The charges may be considered a direct cost or an allocated
indirect cost, as determined in accordance with the provisions of applicable
O~B cost principles circulars, the Federal Aoquisition'Regulation (FAR) (48
eFR parts 30 and 31), or other applicable cost principles or regulations.

12
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(b) .Unallowable costs. A non~Federal entity shall not 'charge the
,following to a Federal award:

(1) The cost of any audit under the single Audit Act Amendments
of 1'996 (31 U.S.c. 7501 et seg.) not conducted in accordance with this part.

(2) The cost of auditing a non-Federal entity which has Federal
awards expended of less than $300,000 ($500,000 for fiscal years ending after
December 31, 2003) per year and is thereby exempted under 8 .200(d) from
having an audit conpucted under this part. However, this does not prohibit a
pass-through entity from charging Federal awards for the cost of limited scope
audits to monitor its subrecipients in accordance with § .400(d) (3),
provided the subrecipient does not have a single audit. ~r purposes of this
part, limited scope audits only include agre~d-upon procedures engagements
conducted in accordance with either the AICPA's generally accepted auditing
sta~dards or attestation standards, that are paid for and arranged by a pass-
through· entity·and address only one or more of the following types of
compliance requirements: ,activities allowed or unallowed; allowable
costs/cost principles; eligibility; matching, level of effort, earmarking:
and, reporting.
5 .235 Program-specific audits.

(a) program-specific audit auige available. In many cases, a program-
specific audit guide will be available to provide specific guidance to the
auditor with respect to internal control, compliance requirements, suggested
audit procedures, and audit reporting requirements. The auditor should
contact the Office of Inspector General of the Federal agency to determine
whether such a guide is available. When a current program-specific audit
guide is available, the auditor shall follow GAGAS and the guide,when
performing a progr~-specific audit.

(bl 'Proaram~specific audit guide not available. (ll When a program-
specific audit guide is not available, the auditee and auditor shall have
basically the same responsibilities for the Federal program 8S they would have
for an audit of a major progr~m in a single audit.

(2) The 8uditee shall prepare the financial statement(s) for the
Federal program that includes, at a minimum, a schedule of expenditures of
Federal awards for the program and notes that describe the significant
accounting policies used in preparing the schedule, a summary schedule of
prior audit findings consistent with the requirements of § :315(b), and a
corrective action plan consistent with the requirements of 6 .315 (c)•.

(3), The auditor shall:
Ii} Perform an audit of the financial statement(s) for the

Federal program in accordance with GAGAS;
(ii) Obtain an understanding of internal control and

perfor~ tests of internal control over the Federal program consistent with the
requirements of 5 .500(0) for a major program;

(iii) Perform procedures to determine whether the auditee
has complied with laws, regulations, and the provisions of contracts or'grant
agreements that could haves direct and matetial effect on the Federal program
consistent with the requirements of § .500(d) for a major program; and
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(iv) Follow up on prior audit findings, perform procedures
to assess the reasonableness of the summary schedule of prior audit findings
prepared by the auditee; and report, as a current year audit finding, when the
auditor concludes that the summary schedule of prior audit findings materially
misrepresents the status of any prior audit finding in accordance with the
requirements of § ~500(e),

.(4) The auditor's report (s) may be in the form of either
combined or separate reports and may be organized differently from the manner
presented in this section. The auditor's reportes) shall state that the audit
was conducted in accordance with this part and include the following:

(i) An opinion (or disclaimer of opinion) as to whether
the financial statement(s) of the Federal program is presented fairly in all
material respects in conformity with the stated accounting policies;

(ii) A report on internal control related to the Federal
program, which shall describe the scope of testing of internal control and the
results of the tests;

(iii) A report on compliance which includes an opinion (or
disclaimer of opinion) as to whether the auditee complied with laws,
regulations, and the provisions of co~tracts or grant agreements which could
have a direct and material effect on the Federal 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 S .505(d) (1) and findings
and questioned costs consistent with the requirements of s ,505 (d) (3) ,

(c) Report submission for program-specific audits.
(1) The audit shall be completed and the reporting required by paragraph
(a) (2) or (a) (3) of this section submitted within the earlier of 30 days after
receipt of the auditor's report(s), or nine months after the end of the audit
period, unless a longer period is agreed to in advance by the Federal agency
that provided the funding·or a 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 of the auditor's
report(s), or 13 months after the end of the audit period, unless a different
period is specified in·a program-specific audit guide.) Unless restricted by
law or regulation, theauditee 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 i .~2o(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
required by the program-specific audit guide,

(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) 9f the Federal program, a summary schedule of prior audit
findings, and a corrective action plan as described in paragraph (1:»(2) of
this section, and the auditor's report(s) described in paragraph (1:»(4) of
this section. The data collection form prepared in accordance with
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§ ,320 (b), as applicable ·to a pr~gram-specif~c aUdit, and one copy of this
reporting package shall be submitted to the Federal clearinghouse designated
by OMB to be retained as an archival copy, Also, when the schedule of
findings and questioned costs disclosed audit findings o~ the summary schedule
of prior audit findings reported the status of any audit findings, the auditee
shall submit one copy of the reporting package to the Federal clearinghouse on
behalf of the Federal awarding agency, or directly to the pass-through entity
in the case of a subrecipient. Instead of submitting the reporting package to
the pass-through entity, when a subrecipient is not required to submit a
reporting package to the pass-through entity, the subrecipient shall provide
written notification to the pass-through entity, consistent with the
requirements of 8 ,320(e) (2). A subrecipient may submit a copy of the
reporting package. to the pass-through entity to comply with this notification
requirement,

(d) Other sections of this part may apply. Program-specific audits
are subject to 8_.100 through s ,215 (b), ·S__ .220 through 8__ ,230,
S ,300 through S ,305, 8 ,3l5, § .320(f) through § .320(j), 9 ,400
through § .405, § ,510 through 8 ,515, and other referenced provisions
of this part unless-COntrary to the provisions of this section, a program-
specific audit guide, or program laws and regulations.

(a) Identify, in its accounts, all Federal awards received
expended and the Federal programs under which they were received.
program and award identirication shall include, as applicable, the
and number, award number and year, name of the Federal agency, and
pass-through entity.

(b) Maintain internal control over Federal programs that provides
reasonable assurance that the auditee is managing
Federal awards in compliance with laws, regulations, and the provisions of
contracts or grant agreements that could have a material effect on each of its
Federal programs,

and
Federal
CFDA title
name of the

Subpart C--Auditees
§ ,300 Auditee responsibilities.
The auditee shall:

(c) Comp+y with laws, regulations, and the provisions of contracts or
grant agreement~ related to each of its Federal programs.

(d) Prepare appropriate financial statements, including the schedule
of expenditures of Federal awards in accordance with .6 •310.

. .ATtACHMENT ••.••.•E .
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(e) Ensure that the audits required by this part are properly
performed and submitted when.due. When extensions to the report submission
due date required by 6 ,320(a) are granted by the cognizant or oversight
agency for audit, promptly notify the Federal clearinghouse designated by OMB
and each pass~through entity providing Federal awards of the extension.

(f) Follow up and take corrective action on audit findings, including
preparation of a summary schedule of prior audit findings and a corrective
action plan in accordance with §__ ,315(b) and 8__ ,315(0), respectively,
§_,305 Auditor selection.
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(a) Auditor procurement. In procuring audit serv~ces, auditees shall
follow the procurement standards prescribed by the Grants Management Common
Rule (hereinafter refe"rredto as the "A-I02 Common Rule") published March 11,
1988 and amended April 19, 1995 (insert appropriate CFR oitation], Circular
A-ll0, "Uniform Administrative Requirements for Grants and Agreements with
Institutions of Higher Education, Hospitals and Other Non-Profit
Organizations," or the FAR (48 eFR part 42), as applicable (OMB Circulars are
available from the Office of Administration, Publications Officer room 2200,
New Executive Office"Building, Washington, DC 20503). Whenever possible,
auditees shall make positive efforts to utilize small businesses, minority-
owned firms, and women's business enterprises, in procuring audit services as
stated in the A-I02 Common Rule, OMB Circular A-liD, or the FAR (48 CFR part
42), as applicable. In requesting 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 request for proposal, relevant experience, availability
of staff with professional qualifications and technical abilities, the results
of external quality control reviews, and price.

(b) Restriction on auditor preparing indirect cost proposals. An
auditor who prepares the indirect cost proposal or cost allocation plan may
not also be selected to perfoX11\the audit reQUired by this part when the
indirect costs recovered by the auditee during the prior year exceeded $1
million. This restriction applies to the base year used in the preparation of
the indirect cost proposal or cost allocation plan and any subsequent years in
which the resulting indirect cost agreement ,or cost allocation plan is used to
recover costs. To minimize any disruption in existing contracts for audit
services, this paragraph applies to audits of fiscal years beginning after
June 30, 1998.

(c) Use of Federal auditors. Federal auditors may perform all or part
of the work required under this part if they "comply fully with the
requirements of this part.
5_,310 Pinancial statement••

(a) Financial 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
au~ted. The financial statements shall be for the same organizational unit
and £isca1 year that is Chosen to meet the requirem~ts of this part.
However, organization-wide financial statements may also include departments,
agencies, and other organizational units that have separate audits in
accordance with 1 .500(&) and prepare separate financial stat~ents.

(b) Schedule of expenditures of Federal awards. The auditee shall
also prepare a schedule of expenditures of Federal awards for the period
covered by the Iluditee's"financial statements. While not required, the
auditee may choose to provide information requested by"Federal awarding
agencies and pass-through entities to make the schedule easier to use. For
eXaIl\P1e,when a Federal program has multiple award years, the auditee may list
the amount of Federal awards expended for each award year separately. At a
minimum, the schedule shall:

"(1) List individual Federal programs by Federal agency. For
Federal programs included in a cluster of programs, list individual Federal
Programs within a clulilterof programs. For R&D, total Federal awards expended
shall be shown either by individual award or by Federal agency and major
subdivision within the Federal agency. For example, the National Institutes
of Health is a major subdivision in the Department of Health and Human
Services.
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(2) For Fed~ral awards received as a subrecipient, the name of
the pass-through entity arid identifying numberassigned by the pass-through
entity shall be included.

(3) Provide total Federal awards expended'for each individual
Federal program and.the CFDA numberor other identi fying numberwhen the CFDA
information is not available.

(4) Include notes that describe the significant accounting
policies used in preparing the scpedule.

(5) To the extent practical, pass-through entities should
identify in the schedule the tptal amountprovided to subrecipients from each
Federal program. .

(6) Include, in either the schedule or a note to the schedule,
the value of the Federal awards expended in the foxmof non-cash assistance,
the amountof insurance in effect during the year, and loans or loan
guarantees outstanding at year end. While not required, it is preferable to
present this information in the schedule.

~ I
I
1
j
!

,_.315 Audit finding' follow-up.

(a) General.. The auditee is responsible for follow-up and corrective
action on all audit findings. ~ part of this responsibility, the auditee
shall prepare a summaryschedule of prior audit findings. The auditee shall
also prepare a corrective action plan for current year audit findings. The
summaryschedule of prior audit findings and the corrective action plan shall
include the reft;lrence numbersthe auditor assigns to audit findings under
,_.510(0). Since the summaryschedule mayinclude audit findings from
multiple years, it shall include the fiscal year in which the 'finding
initially ocourred..

(h) SUllU1laryschedule of prior audit findings. The summaryschedule of
prior audit findings shall report the status of all 'audit ·findings included in
the prior audit's schedule of findings and ~estioned costs relative to
Federal awards. The summaryschedule shall also include audit findings
reported in the prior audit'S 'summaryschedule of prior audit findings except
audit findings listed as corrected in accordance with paragraph (b)(l) of this
section, or no longer valid or not warranting further action in accordance
with p~ragraph (b){4) of this section.

(1) Whenaudit findings were fully corrected, the summary
schedule need only list the audit findings and state that corrective action'
was taken.

(2) Whenaudit findings were not corrected or were only
partially corrected, the summaryschedule shall describe the planned
corrective action as well as any partial corrective action taken.

(3) Whencorrective action taken is significantly different from
corrective action previously reported in a corrective action plan or in the
Federal agency's or pass-through entity's managementdecision, the ~ummary
schedule shall provide an explanation. .'

(4) Whentbe' auditee believes the audit findings are no longer
valid or do not warrant further action, the reasons for this position shall be
described in the summaryschedule. Avalid reason for considering an audit
finding as not warranting further action is that all of the following have
occurred:

(i) Twoyears have passed since the audit report in which
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the finding ooourred was submitted to the Feder~l clearinghouse;
(ii) The Federal agency or pass-through entity is not

currently following 'up with the auditee on the audit finding; .and
(iii) A management decision was not issued.

(c) Corrective action plan. At the completion of the audit, the
auditee shall prepare a corrective action plan to address each audit finding
included in the current year auditor's reports. The corrective action plan
shall provide.the name(s) of the Qontact person(s) responsible for corrective
action, the corrective action planned, and the anticipated completion date.
If the auditee does not agree with the audit findings or believes corrective
action is not required, then the corrective action plan shall include an
explanation and specific reasons.
1__ .320 '. aepozot submission.

(a) General. The audit shall be oompleted and the data collection
form desoribed in paragraph (b) of this section and reporting package
desoribed in paragraph (0) of this section shall be submitted within the
earlier of 30 days after receipt of the auditor's report(s), or nine months
after the ~nd of the audit period, unless a longer period is agreed to in
advance ~ the cognizant or oversight agency for audit. (However, for fiscalyears beginning on or before June 30, 1998, the audit shall be oompleted and
the data oollection form and reporting package shall be sublllittedwithin 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 ~ law or regulation,
the auditee shall make copies available for public inSpection.

(b) Data Collection. (l) The auditee shall submit a data oollection
form which states whether the audit was completed in accordance with this part
and provides infonnation about the auditee, its Federal programs, and the
results of the audit. The form shall be approved by OMB, available from the
Federal clearinghouse ~esignated by OMS, and include data elements similar to
those presented in this paragraph. A seni.or level representative of the
auditee (e.g., State controller, director of finance, chief executive offioer,
or chief financial officer) shall sign a statement to be included as part of
the form certifying that: the'auditee complied with the requirements of this
part, the form was prepared in accordance with this part (and the instructions
accompanying the form), and the infonnation inoluded in the form, in its
entirety, are accurate and complete.

(2) The data collection form shall include the following data
elemenj::s:
(i) The type of report the auditor issued on the financial statements of

the auditee (i.e., unqualified opinion, qualified opinion, adverse
opinion, or disclaimer of opinion).

(ii) Where ~licable, a statement that significant deficiencies in internal
control were disclosed by the audit of the financial statements and
whether any such conditions were material weaknesses.
A statement· as to whether the audit disclosed any nonoompliance which
is material to the financial statements of the auditee.
Where applicable, a statement that significant deficiencies in internal
.control over major programs were disolosed by the audit and whether
any such conditions were material weaknesses.
The type of report the auditor issued on compliance for major

(iii)

(iv)

(v)
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prpgrams (i.e., unqualified opinion, qualified opinion, adverse
opinion, or disclaimer' of opinion) .

(vi) ,A list of the Federal awarding agencies which ~ill receive a copy of
the reporting package pursuant to 5 ,320(d){2) of OMB circular
A-133.

(vii) A yes or no statement as to whether the auQitee qualified 'as a ~ow-
risk auditee under 5 ,530 of OMB circular A-133.

(viii) The dollar threshold used to distinguish between Type A and Type B
programs as defined in §_, __ ,520(b) of OMS Circular A-133.

(Ix)

(xl

(xi)

(xii)

(xiii)

(xiv)

(xv)

(xvi)

The Catalog of Federal DOmestic Assistance (CFDA) number for each
Federal program, as applicable.
Th~ name of each Federal program and identification of each major
program. Individual programs within a cluster of programs should be
listed in the same level of detail as they are listed in the schedule
of expenditures of Federal awards. '
The amount of expenditures in the schedule of expenditures of Federal
awards associated with each Federal program.
For each Federal program, a yes or no statement as to whether there
are audit findings, in each of the following types of compliance
requirements and the total amount of any questioned costs:

(A)
(B)
IC)
(D)
(E)
(F)
(G)
(H)
(I)
(J)
(K)
(L)
(M)
(N)

Activities allowed or unallowed.
Allowable costs/cost principles.
Cash management.
Davis-Bacon Act.
Eligibility.
.Equipment and real property management.
Matching, level of· effort, earmarking.
Period of availability of Federal funds.
Procurement an-d suspension and debarment.
program income. '
Real property acquisition and relocation assistance.
Reporting.
SUbrecipient monitoring.
Special tests and pro~isions.

Auditee Name, Employer Identification Number(s), Name and Title of
Certifying Official, Telephone Number, Signature, and Date.
Auditor Name, Name and Title of Contact person~ Auditor Address,
Auditor Telephone Number, Signature,.~d Date.
Whether the auditee has either a cognizant or oversight agency for
audit.
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The name of the cognizant or oversight agency for audit determined in
aCC9rdance with ,5 ,400 (a) and § ,400(b), respectively.

(3) Using the information included in the reporting package
described in paragraph (e) of this section, the auditor shall complete the
applicable sections of the form. The auditor shall sign a statement to be
included as ;part of the data collection form that indicates, at a minimum, the
source of the information included in the form, the auditor's responsibility
for the information, that the form is not a substitute for the reporting
package described in ,para!;IXaph (e) of this section, and that the content of
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the form is limited to the data elements prescribed by OMB.
,!c) , Beporting package. The reporting package shall include the:

(1) Financial statements and schedule of expenditures ofFederal awards discussed in § '.3~O(a) and S .310(b) , respectively;
(2)

5_.315(1:1) ;
Summary schedule of prior audit findings discussed in

(3 )

(4)

Auditor's report(s) discussed in 1 .505; and
Corrective action plan discussed in 1 .315(0).

(d) Submission to clearinghouse. All auditees shall submit to the Federal
clearinghouse designated by ONB a single copy of the data collection form
described in paragraph (b) of this section and the reporting package described
in paragraph (c) of this section.

(e) Additional submissign by subrecipients. (1) In addition to the
requirements discussed in paragraph (4) of this section, auditees that are
also subrecipients shall submit to each pass-through entity one copy of the
reporting package described in paragraph (oj of this section for each pass-
through entity when the scheduie of findings and questioned costs disclosed
'audit findings relating to Federal awards that the pass-through entity
provided or the summary schedule of prior audit findings reported the status
of any audit findings relating to Federal awards that ~e pass-through entityprovided.

(2) Instead of submitting the reporting package to a pass-
through entity, when a subrecipient is not required to submit a reporting
package to a pass-through entity pursuant to parag~aph(e) (1) of this section,
the subrecipient shall provide written notification to the pass~through entity
that: an audit of the subrecipient was conducted in acoordance with this part
(including ~e period covered by the audit and the name, amount, and CFDA
number of the Federal awardes) provided by the pass-through entity); the
schedule of findings and questioned costs disclosed no audit findings relating
to the Federal award(s) that the pass-through entity provided I 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 sul:mdta copy of the reporting package described
in paragraph (0) of this section to a pass-through entity to comply with this
notification requirement.

If) Requests for report copies. In response to requests by a Federal
agency or pass-through entity, auditees shall submit the appropriate copies ,of
the reporting package described in paragraph (0) of this section and, if
requested, a copy of any management letters issued by the !;,-uditor.

(g) Report retention requirements. Auditees'shall keep one copy of
the data collection form described in paragraph (b) of this section and'one
copy of the reporting package described in paragraph (0) of this section on
file for three years from the date of submdssion to the Federal clearinghouse
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designa~ed ~ OMB. Pass-through entities shall ke$P subrecipients'
submissions on file for three years from date of reoeipt.

(h) Clearinghouse responsibilities. The Federal clearinghouse
designated ~ OMS shall distribute the reporting packages received in
accordance with paragraph (d)(2) of this section and 1 ,235(0)(3) to
applicable Federal awarding agencies, maintain a,data base of cORPleted
audits, provide appropriate information to Federal agencies, and follow up
with known auditees which have not submitted the required data collection
forms and r$Porting packages.
, (i) Qlearinqhouse address. The address of the Federal clearinghouse
currently designated by Olm is Federal Audit Clearinghouse, BUreau of the
Census, 1201 E. 10th street, Jeffersonville, IN 47132.

(i) Electronic filing. Nothing in this part shall preclude electronic
submissions to the Federal clearinghouse in such manner as may be approved by
OMB. With OMS approval, the Federal clearinghouse may pilot test methods of
electronic submissions. .
Subpart D--Federal Agenoies and Pass-Through Bntities
1 .400 Re.PQD.i~iliti.s,

(a) Cognizant agency for audit responsibilities. Recipients expending
more than $25 million ($50million for 'fiscal years 'ending after December31,
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
OMB makes a specific cognizant agency for audit assignment.
Following is effective tor fiscal years ending on or before December 31, 2003:
To provide for continuity of cognizance, 'the determination of the predominant
amount of direct f~din9 shall be based upon direct Federal awards expended in
the recipient's fiscal years epding in 1995, 2000, 2005, and every fifth year
thereafter. For exanple, audit cognizanc,e for periods ending in 1997 through
2000 will,be determined based 'on Federal awards expended in 1995. (However,
for States and local governments, that expend more than $25 million a year in
Federal awards and have preViously assigned cognizant agencies for alldit, the
reqUirements of this paragraph are not effective until-fiscal years beginning
after June 30, 2000.)
Follt;)wing is effective for fiscal years ending after December 31, 2003:
The determination of the 'predominant amount of direct funding shall be'based
upon direct Federal awards expended in the recipient's fiscal years ending in
2004, 2009, 2014, and every fifth year thereafter. For example, audii '
cognizance for periods ending in ,2006 through 2010 will be determined based on
Federal awards expended in,2004. (However, for 2001 through 200S,the
cognizant agency for aud! 1:- is determined based on the predominant amount of
direct Federal awards expended in the,recipient's fiscal year ending in 2000).
Notwithstanding the manner in which audit cognizance is determined, a Federal
awarding agency with, cognizance for an auditee may reassign cognizance to
another Federal awarding agency which providel)lsubstantial, 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 shall notify
the !l.uditee,and, if known, the auditor of the reassignment. The cognizant
agency for audit shall:

(1) Provide technical audit advice and liaison to auditees and
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auditors.
(2) Consider auditee requests for exten~ions. to the report
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submission due'date ~equired byl .320(a). The cognizant agency for audit
may grant extensions for good cause. .

(3) Obtain or conduct quality control reviews of selected
audits made by non-Federal auditors, and provide the results, when
appropriate, to other interested organizations.

(41 promptly inform other affeoted Federal agencies and
appropriate Federal law enforoement offioials of any direct reporting by the
auditee or its auditor of irregularities or illegal acts, as required by GAGAS
or laws and regulations.

(5) Advise the auditor and,'where appropriate, the 8uditee of
any deficiencies found in the audits when the deficiencies require corrective
action by the auditor. When advised of deficienoies, the auditee shall work
with the auditor to take· corrective action. If corrective action is not
taken, the cognizant agency for audit shall notify the auditor, the auditee,
and applicable Federal awarding agencies and pass-through entities of th~
facts and make recoIllllendationsfor follow-up aotion. Major inadequacies or
repetitive substandard performance by auditors shall be referred to
appropriate State licensing agencies and professional bodies for disciplinaryaction.

(6) Coordinate, to the extent practical, audits or reviews
made by or for Federal agencies that are in addition to the audits made
pursuant to this part, so that the additional audits o~ reviews build upon
audits performed in accordanc~ with this part.

(7) Coordinate a management decision for audit findings that
affect the Federal programs of more than one agency ..

(8) Coordinate the audit work and reporting responsibilities
among auditors to achieve the most cost-effective audit.

(9) For biennial audits permitted under 1__ .220, consider
auditee requests to qualify as a low-risk auditee under 1 .530(a).

(b) .Oyersight agency for audit reSPonsibilities. An auditee which
does not have a designated cognizant agency fo+ audit will be under the
general oversight of the Federal agency determined in accordance with
1__ ,105. The oversight agency for audit:

(1) Shall provide technical advice to auditees and auditors as
requested.

(2) May assume all or same of the responsibilities normally
performed ~ a cognizant agency for audit.

(c) Federal awarding agency responsibilities. 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 year, and if the
award is for R&D. When some of this information is not available, the Federal
agency shall provide information necessary to clearly describe the Federal
award.

(2) Advise recipients of requirements imposed on them by
Federal laws, regulations, and the provisions of contracts or grant
agreements.

(3) Ensure that audits are completed and reports are received
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in a timely manner and in acoordance with the requirements of this part ..~ "

(4) Provide technical advice and counsel to auditees and
auditors as requested.

(5) Issue a management decision on audit findings within six
months after receipt of the audit report and ensure that the recipient takes
appropriate and timely corrective action.

(6) Assign a person respo~sible for providing annual updates
of the compliance supplement to OMB.

(d) Pass-through entity responsibilities. A pass-through entity shall
perform the following for the Federal awards it makes:

(1) Identify Federal awards made by informing each
subrecipient of CFDA title ·and number, award name and number, award year, if
the award is R&D, and name of Federal agency. When some of this information
is not available, the pass-through entity shall provide the beet information
available to describe the Federal award.

(2) Advise subrecipients of requirements imposed on them by
Federal laws, regulations, and the'provisions of contracts or grant agreements
as well as any supplemental requirements iulPosedby the'pass -through entity.

(3) Monitor the activities of subiecipients as necessary to
ensure that Federal awards are used for authorized purposes in compliance with
laws, regulations, and the provisions of contracts or grant agreements and
that performance goals are achieved.

(4)' Ensure that subrecipients expending $300,000 ($500,000 :for
:fiscal years ending atter December 3J.,2003) .oz more in Federal ·awards during
the subrecipient' s fiscal year have met the audit reQUirements, of this part
for th~t fiscal year.

(5) Issue a management decision on audit findings within six
months after receipt of the subrecipient's audit repo~t and ensure that the
subrecipient takes ~ropriate and timely corrective action.

(6) consider whether subrecipient auaits necessitate
adjustment ~f the pass-through entity's own records.

(7) Require each subrecipient to permit the pass-through
ent.ityand auditors to have access to the records and financial statements as
n~cessary for the pass-throUgh entity to comply with this part.
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1_.405 Management decision.
(a) General. The management decision shall clearly state whether or

not the audit finding is sustained, the reasons for the decision, and the
e~ected auditee aotion to repay disallowed costs, make financial adjustments,
or take other action. If the auditee has not cOll\Pletedcorrective action, a
timetable for follow-up should be given. Prior to issuing the management
decision, the Federal agency or pass-through entity may reQUest
additional information or documentation from the auditee, including a request
for auditor assuranoe related to the documentation, as a way of mitigating
disallowed costs. The management decision should describe any appeal process
available to the auditee.

(b) Federal agency. As'provided in § .400(a)(7), the cognizant
agency for audit shal~ be responsible for coordinating a management decision
for audit findings that affect the programs of ~ore than one Federal agency.
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As provided in I .400(e) (5), a Federal aw~rding agency is responsible.for
issuing a management decision for findings that relate to Federal awards it
makes to recipients. Alternate arrangements may be made on a case-~-case
basis by agreement among the Federal agencies concerned.

(e) Pass-through entity. As provided in § .400(d) (5); the pass-
through entity shall be responsible for making the management decision for
audit findings that relate to Fl!lderalawards it makes to subrecipien.ts.

(d) Time requirements. '!'heentity responsible for making the
management decision shall do so within six months of receipt of the audit
report. Corrective action should be initiated within six months after receipt
of the audit report aridproceed as rapidly as possible.

(e) Reference numbers. Management decisions shall include the
reference numbers the auditor assigned to each audit finding in accordancewith 1__·__.510(c).
SUbpart B--Au4itor8
1 .500 Soope of audit.

(a) General. The audit shall be conducted in accordance with GAGAS.
The audit shall cover the entire operations of the auditee; or, at the option
of the auditee, such audit shall include a series of audits that coverdepartments, agencies, and other organizational units which expended or
otherwise administered 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 schedule of expenditures of Federal awards shall
be for the same fiscal year.

(b) Financial statements. ~he auditor shall determine whether the
financial statements of the auditee are presented fairly in all material
respects in conformity with generally accepted accounting principles. ~he
auditor shall also determine whether the schedule of ~enditures of Federal
awards is presented fairly in all material respects in relation to the
auditee's financial statements taken as a whole.

(c) Internal control. (1) In addition to the requirements of GAGAS,
the auditor shall perform procedures to obtain an understanding of inte~nal
control over Federal programs sufficient to plan the audit to support a low
assessed level of control risk for major programs. .. .

(2) Except as provided in paragraph (e)(3) of this section,
the auditor shall:

(i) Plan the testing of internal control over major
programs to support a low assessed level of control risk for the assertions
relevant to the compliance requirements for each major program; and

(ii) Perform testing of internal control as planned in
paragraph (c)(2)(i) of this section.

(3) When internal control over some or all of the cOII\Pliance
requirements for a major program are likely to be ineffective in preventing or
detecting noncompliance, the planning and perfonning of testing described in
paragraph (e)(2) of this section are not required for those compliance
requirements. However, the auditor shall report a significant deficiency
(including whether any such condition is a material weakness) in accordance
with 1 .510, assess the related control risk at the maximum, and consider
whether additional compliance tests are required because of ineffeotive
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internal control.

(d) Compliance. (1) In addition to the requirements of GAGAS,the
auditor shall determine whether the auditee has conplied with laws,
regulations, and the provisions of contracts or grant agreements that mayhave·
a direct and material effect on each of its major programs.

(2) The principal compliance requirements applicable to most
Federal programs and the complianoe requirements of the largest Federal
.programsare included in the cOJl1Pliancesupplement.

\
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(3) For the compliance requirements related to Federal
programs oontained in the compliance supplement, an audit of these compliance
requirements will meet the requirements of this part. Wherethere have been
changes to the compliance requirements and the changes are not reflected in
the compliance supplement, the auditor shall detennine the current cOJl1Pliance
requirements andmodify the audit procedures accordingly. For those Federal
programsnot covered in the complianoe supplement, the auditor should use the
types of conpliance requirements contained in the compliance supplement as
guidance for identifying the types of compliance requirements to test, and
deteonine the requirements governing the Federal programbY reviewing the
provisions of contracts and grant ~greements and the laws and regulations
,referred to in such contracts and grant agreements.

(4) The compliance testing shall include tests of transactions
and such other auditing procedures necessary to provide the auditor sufficient
evidence to support an opinion on compliance.

(e) Audit follow-up. The auditor shall follow-Up on prior audit
findings, perfoIn procedures to assess the reasonableness of the swnmary
schedule of prior audit findings prepared by the auditee in aooordance with
Ii_. 315(b) t and report, as a ourrent year audit finding, whenthe auditor
concludes that the SUllllJlarysohedule of prior audit Undings materially
misrepreserits the status of any prior audit finding. The auditor shall
perform audit follow-UpproceClures regardless of whether a prior audit finding
relates to a major program in the current year.

(f) Data Collection Form·. As required in §_._~320 (b) (3), the aUditor
shall complete and sign specified sections of the data collection form.

1_·_.505 Aud!t reporting.

The auditor's report (s) maybe in the form of e1ther combinedor
separate r~rts andmaybe organized differently from the mannerpresented in
this section. '!'heauditor's report(s) shall state that the audit was
conducted in accordaQcewith this part and include the following:

(a) An opinion (or disclaimer of opinion) as to whether the financial
statements are presented fai:i:'ly in all material respects in confoxn\ity with
generally accepted acoounting principles an4 an opinion (or disclaimer of
opiniop.) as to whether the schedule of eXpenditures of Federal awards is
presented fairly in all material respects in relation to the finanoial
statements taken as a whole.

(b) A report on internal control related to the financial statements'
and major programs. This report shail describe the scope of testing of
intf!rnal control and the results of the tests, and, where applicable, refer to
the separate schedule of findings and questioned costs described in paragraph
(4) of this section. .

(c) A report on COIl\Pliancewith laws, regulations, and the provisions
of contracts or grant agreements, noncompliancewith which oould have a
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material effect on the financial statements. This report shall also include
an opinion (or disclaimer of opinion) as to whether the auditee .complied with
laws, regulations, and the provisions of contracts or grant agreements which
could have a direct and material effect on each major program, and, where
applicable, refer to the separate scnedule of findings and questioned costs
described in paragraph (d) of this section.

(d) A schedule of findings and questioned costs which shall include
the following three components: .

(1) A summary of the auditor's results which shall include:
(i) The type of report the auditor issued on the

financial statements of the auditee (i.e., unqualified opinion, qualified
opinion, adverse opinion, or disclaimer of opinion);

(ii) Where applicable, a stat~ent that significant
deficiencies in internal control were disclosed by the audit of the financial
statements and whether any such conditions were material weaknesses;

(ili) A statement as to whether the audit disclosed any
noncompliance which is material to the financial statements of the auditee;

(iv) Where applicable, a statement that significant
deficiencies in internal control over major programs were disclosed by the audit
and whether any such conditions were material weaknesses;

(v) The type of report the auditor issued on c01TQ;>liance
for major programs (i.e., unqualified opinion, qualified opinion, adverse
opin~on. or disclaimer of opinion); .

(vi) A statement as to whether the audit disclosed any
audit findings which the auditor is required to report under 1 .510(a)/

(vii) An identification of major programs;
(viii)The dollar threshold used to distinguish between

Type A and Type B programs, as described in 1 .520(b); and
(ix) A statement as to whether the auditee qualified as

a low-risk auditee under 1 .530.

(2) Findings relating to the financial statements which are
required to be reported in accordance with GAGAS. .

(3) Findings and questioned costs for Federal awards which
shall include audit findings as de!ined in 1 .510(a).

(i) Audit findings (e.g., internal control findings,
compliance findings, questioned costs. or fraud) which relate to the same
issue should be presented as a single audit finding. Wher~ practical, audit
findings should be organized by Federal agency or pass-through entity.

(ii) Audit findings which relate to both the financial
statements and Federal awards, as reported under paragraphs (d)(2) and (d)(3)
of this section; respectively, should be reported in both sections of the
schedule. However, the reporting in one section.of the schedule may be in
summary fo~ with a reference to a detailed reporting in the other section of
the schedule.
1_.510 Aud:l.t: f:l.nd:l.ngs.
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(a) Audit finrUpgs reported .. The auditor shall report the following

as audit findings in a schedule of findings and questioned costs:
(1) Significant defipiencies in internal control over major

programs. The auditor's deitennination of whether a deficiency in internal
control is a significant deficieicny for the purpose ~f reportin.g an audit
finding is in relation to a type of comPliance requirement for a major program
or an audit objective identified in the compliance supplement. The auditor
shall identify significant deficiencies which are individually or cumulatively
material weaknesses.

(2) Material noncompliance with the provisions of laws,
regulations, contracts, or grant agreements related to a'major program. The
auditor's dete~ation of whether a noncompliance with the provisions of
laws, regulations, contracts, or grant agreements is material for the purpose
of reporting an audit finding is in relation to a type of compliance
requirement for a major pro~am or an audit objective identified in the
compliance supplement.

(3) Known questioned costs which are greater than $10,000 for
a type of cOXl\Pliancerequirement for a major program. Known questioned costs
are those specifically identified b& the auditor. In evaluating the effect of
questioned costs on the opinion on compliance, the auditor considers the best
estimate of total costs questioned (likely questioned costs), not just the
questioned costs specifically identified (known questioned costs). The
apditor shall also report known questioned costs when likely questioned costs
are greater than $10,000 for a type of compliance requirement .for a major
program. In reporting questioned ·costs, the auditor shall include information
to provide proper perspective for judging the prevalence and consequences of
the questioned costs.

. (4) Known questioned costs which are greater than $10,000 for
a Federal program which is not audited as a major program. Except for audit
follow-up, the auditor is not required under this .part to perform audit
procedures for such a Federal progr8m; therefore, the auditor will normally
not find questioned costs for a progr8m which is not audited as a major
program. Ho~ve,r, if the auditor does become aware of questioned costs for a
Federal program which is not audited as a major program (e.g., as part of
audit follow-up or other audit procedures) and the known questioned costs. are
greater than $lOiOOO, then the auditor shall report this as an audit finding.

(5) The circumstances· concerning why the auditor's report on
compliance. for major programs is other than an unqualified opinion, unless
such circwmstances are otherwise reported as audit findings in the schedule of
findings and questioned costs for Federal awards. .

(6) Known .fraud affecting a Federal award, unless such fraud
is otherwise reported as an audit finding in the schedule of.findings and
questioned costs for Federal awards. This paragraph does not require the
auditor to make an additional reporting when the auditor confirms that the
fraud was reported outside of the auditor's reports under the direct reporting
requirements of GAGAS. .

(7) Instances where the results of audit follow-up procedures
disclosed that the sununary schedule of prior audit findings prepared by the .
auditee in accordance with 1 .315(b) materially misrepresents the status of
any prior audit finding~
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(b) Audit finding
sufficient detail for the
corrective action and for
at a management decision.

detail. Audit findings shan be presented in
au~itee to prepare a corrective action plan and take
Federal agencies and pass-through entities to arrive
The following specific information shall be
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included, as applicable, in audit findings:
(1) .Federal program and specific Federal award identification

including the CFDA title and number, Federal award number and year. name of
Federal agency. and name of the 'applicable ,pass-through entity. When
information. such as the CFDA title and number or Federal award number. is not
available. the auditor shall provide the best information available to
describe the Federal award. ' ,

(21 The criteria or specific requirement upon which the audit
finding is based. including statutory. regUlatory. or other citation.

(3) The condition found. including facts that support the
deficiency identified in the audit finding.

(4) Identification of questioned costs and how they were
computed.

(5) Information to provide proper perspective for judging the
prevalence and consequences of the audit findings. such as whether the audit
findings r~resent an isolated instance or a systemic problem. Where
appropriate, instanoes identified shall be related to the universe and the
number of cases examined and be quantified in ter.msof dollar value.

(6) The possible asserted effect to provide sufficient
information to the auditae and Federal agency. or pass-through entity in the
case of a subrecipient. to permdt them to determine the cause and effect to
facilitate prompt and proper corrective action.

(7) Recommendations to prevent future occurrences of the
deficiency identified in the audit finding.

(8) Views of responsible officials of the auditee when there
is disagreement with the audit findings. to the extent practical.

(e) Reference numbers. Each audit finding in the schedule of findings
and questioned costs shall include a r~ference number to allow for easy
referencirig of the audit findings during follow-up.
5_.515 Audit W'ork:l.ngpapers.

(a) Retentipn 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 theauditee, unleSS the auditor is notified in
writing by the cognizant agency for audit, oversight agency for audit, or
pass-through entity to extend the retention period. When the auditor is aware
that the Federal awarding agency/ pass-through entity, or auditee is
contesting an audit finding. the auditor shall contact the parties contesting
the audit finding for guidance prior to destruction of the working papers and
reports.

(bl Access to working papers. Audit working papers shall be made
available upon request to the cognizant or oversight agency for audit or its
designee. a Federal agency providing direct or indirect funding, or GAO at the
completion of the'audit. as part of a quality review. to resolve audit
findings, or to carry out oversight responsibilities consistent with the
purposes of this part. Access to working papers includes the right of Federal
agencies to obtain copies of working papers, as is reasonable and necessary.
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&_.520 Ma~or program deter.mination.
(a) General. The auditor shall use a risk-based approach to determine

which Federal programs are major programs. ThiS risk-based approach shall
include consideration of: Current and prior audit experience, overj;ight by
Federal agencies and pass-thrOUgh entities, and the inherent risk of the
Federal program.. The process in paragraphs (b) through (i) of this section
shall be followed.

j
I
i
I
i
I
I
I

I

(bl Step 1. (1)
programs, which shall be
as Federal programswith
exceeding the larger of:

The auditor shall identify the larger Federal
labeled TypeAprograms. TypeA pr9grams are defined
Federal awards expended during the audit period

\

(i) $300,000 or three percent (.03) of total Federal
awards expended in the case of an auditee for which total Federal awards
expendedequal or exceed $300,000 but are less than or equal to $100 Ini.llion.

(ii) $3 million or three-tenths of one percent (.003) of
total Federal awards expended in the case of an auditee for which total
Federal awards expendedexceed $100~llion but are less than or equal to $10
billion.

(iii) $30 million or 15 hundredths of one percent (.0015)
of total Federal awards expended in the case of an auditee for which total
Federal awards expendedexceed $10 billion.

(2) Federal programs not labeled TypeA under paragraph (b)(1)
of this section shall be labeled TypeB programs.

(3) The inclusion of large loan and loan guarantees (loans I
should not result in the l'i!xclusionof other programs as Type A ;programs, When
a Federal programproviding loans si~ificantly affects the number or size of
TypeAprograms, the auditor shall consider this Federal program as a Type A
program and exclude its values in detennining other TypeA programs.

(4) For biennial audit.s permitted under 5__ .220, the
determination of TypeA and TypeB programs shall be based upon the Federal
awards expended during the two-year period.

(cl Step 2. (1) T~ auditor shall identify TypeA programs which are
low-risk. For a Type·Aprogram to be considered low-risk, it shall have been
audited as a major program in at least one of the twomost recent audit
periods (in the most recent audit period in the case of a biennial audit),
and, in the most recent audit period, it shall have had no audit findings
under 5 .510(a) . However, the auditor mayuse judgment and consider that
audit findings from questioned costs under 5 ,510(a) (3) and 1 .510 (a) (4),
fraud under 5_,510(a) (6), and audit follow-up for the summaryschedule of
prior audit findings under 5_,510(&) (7) do not preclude the Type A program
from being low-risk. The auditor shall consider: the criteria in 1 •525(0),
5 ,525(d)(1), 1 ,525(4)(2), and 1 ,525(d) (3) ; the results of audit
follow-up I whether any changes in personnel or systems affecting a Type A
program have significantly increased risk; and apply professional judgment in
determining whether a Type Aprogram is low-risk,

.(2) Notwithstanding paragraph (c) (1) of this section, OMS may
approve a Federal awarding agency's request that a TypeA program at certain
recipient~ maynot be considered low-risk. For example, it maybe necessary
tor a large TypeAprogram to be audited as major each year at particular
recipients to' allow the Federal agency to ccmlplywith the Government
ManagementReformAct of 1994 (31 U.S.C. 3515). The Federal agency shall
notify the recipient and, ·if known, the auditor at least 180 days prior to the

l
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end of the fiscal year to be audited of OMB's approval,
(d) Step 3. (1) The auditor shall identify Type B programs which are

high-risk using professional judgment and the criteria in 1 .525. However,
should the auditor select Option 2 under Step 4 (paragraph (e) (2)(i)(3) of
this section), the auditor is not required to identify more high-risk Type B
programs than the number of low-risk Type A programs. Bxcept for known
significant deficiencies in internal control or compliance problems as discussed
in 1 ,S2S{b) (1), 5 .525 (b) (2), and 1 .525(c){1), a single criteria in
1 .525 would seldom cause a Type B program to be considered high-risk.

(2) The auditor is not expected to perform risk assessments on
relatively small Federal programs. Therefore, the auditor is only required to
perform risk assessments on Type E programs that exceed the larger of:

(i) $100,000 or three-tenths of one percent (.003) of
total Federal awards expended when the auditee has less than or equal to $100
million in total Federal awards expended.

(ii) $300,000 or three-hundredths of one percent (.0003)
of total Federal awards expended when the auditee has more tban.$100 million
in total Federal awards expended.

(e) Step 4, At a minimum, the auditor shall audit all of the
following as major programs:

(1) All Type A programs, except the auditor may exclude any
Type A programs identified as low-risk under Step 2 (paragraph (0)(1) of this
section) .

(2) (i) High-risk Type B programs as identified under
either of the following two options:

(A) Option 1. At least one half of the Type B
programs identified as high-risk under Step 3 (paragraph (d) of this section),
except this paragraph (e)(2){1)(A) does not require 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
each Type A program identified as low-risk·under Step 2.

(ii) When identifying which high-risk Type B programs to
audit as major under either Option 1 or 2 in paragraph (e) (2) (1) (A) or (:8),
the auditor is encouraged to use an approach which prov;i.desan opportunity for
different high-risk Type B programs to be audited as major over a period of
time.

with the
section.
as major

(3) Such additional programs as may be necessary to comply
percentage of coverage rule discussed in paragraph (f) of this
This paragraph (e){3) may require the auditor to audit more programs

than the number of Type A programs.
(f) percentaae of coyerage rule. The auditor shall audit as major

programs Federal programs with Feaeral awards expended that, in the aggregate,
encompass at least ·50 percent of total Federal awards expended. If the
auditee meets the criteria in 5 .530 for a low-risk auditee, the auditor
need only audit as major programs Federal programs with Federal awards
exPended that, in the aggregate, encompass at least 25 percent of total
Federal awards exPended.

(g) Documentation of risk. The auditor shall document in the working
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papers the risk analysis process used in determining major programs.
(h) Auditor's 1udgment. Wllen the major program determination was

performed and documented in accordance with this part, ·the auditor's judgment
in applying the risk-based approach to determine major programs shall be
presumed 'correct. Challenges by Federal agencies and pass-through entities
shall only be for clearly improper use of the guidance in this part. However,
.Federa1 agencies and pass-through entities may provide auditors guidance about
the risk of a particular Federal program and the auditor shall consider this
guidance in determining ~jor programs in audits not yet completed.

(i) Deviation from use of risk criteria, For first-year audits, the
auditor may elect to deter.minemajor programs as all T,ypeA programs plus any
Type B programs as necessary to meet the percentage of coverage rule discussed
in paragraph (f) of this section. Under this option, the auditor would not be
reguired to perform the procedures discussed in paragraphs (0), (d), and (e)
of this section.

(1) A first-year audit is the first year the entity is audited
under this part or the first year of a change of auditors.

(2) To ensure that a frequent change of auditors would not
preclude audit of high-risk Type B programs, this election for first-year
audits may not be used by an auditee more than 'onl?ein every three years.
11_.525 criter:l.a for l"edera,l program r:l.ek.

(a) General. The auditor's dete:rmination should be based on an
overall evaluation of the risk of nonco~liance' occurring which cou1d be
material to the Federal program. The auditor shall use auditor judgment and
consider criteria, such as described in paragraphs (b), (e), and (d) of this
section, to identify risk in Federal programs. Also, as part of the risk
analysis, the auditor may wish to discuss a particular Federal program with
auditee management and the Federal agency or pass-through entity ..

(b) Current and prior audit experience. (1) weaknesses in internal
control over Federal programs would indicate higher risk. Consideration
should be given to the control environment over Federal progr~ and such
factors as the expectation of management's adherence to applicable laws and
regulations and the provisions of contracts and grant agreements and the ,
competence and experience of personnel who administer the Federal progra~.

(i) A Federal program administered under mUltiple
internal control structures may have higher risk. When assessing risk in a
large single audit, the auditor shall consider whether weaknesses are isolated
in a siilgleoperating unit (e.g., one college campus) or pervasive throughout
the entity. '

(ii) When significant parts of a Federal program are
passed through to subrecipients, a weak system for mQnitoring subrecipients
would indicate higher risk.

(iii) ~he'extent to ~hich computer processing is used to
administer Federal programs, as well as the complexity of that processing,
should be considered by the auditor in assessing risk. New and recently
modified computer systems may also indicate risk.

(2) Prior audit findings would indicate higher risk,
particularly when the situations identified in the audit findings could have a
significant impact on a Federal program or have not been corrected.

(3) Federal programs not recently audited as major programs
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may be of higher risk ~han Federal programs recently audited as major programs
without audit findings.

(c) oversight exercised by Federal agencies and pass-through ftntities.
(1) oversight exercised by Federal agencies or pass-through entities could
indicate risk. For eXaIIQ;)le,recent monitoring or other reviews performed by
an oversight entity Which disclosed no significant problems would indicatelower risk. However, monitoring which disclosed significant problems. would
indicate higher risk.

(2) Federal agencies, with the concurrence of OMB, may
identify Federal programs which are higher risk. 9MB plans to provide this
identification in the compliance supplement.

(d) Inherent risk·of the Federal program. (1) The nature of a
Federal program may indicate risk. consideration should be given to the
complexi ty of the program and the extent to which the Federal programcontracts for goods and services. For example, Federal programs that disburse
funds through third party contracts or have eligibility criteri"amay be of
higher risk. Federal programs primarily involving staff payroll costs may
have a high-risk for time and effort reporting, but otherwise be at low-risk.

(2) The phase of a Federal program in its life cycle at the
Federal agency may indicate risk. For example, a new Federal program with new
or interim regulations may have higher risk than an established program with
time-tested regulations. Also, significant changes in Federal programs, laws,
regulations, or the provisions of contracts or grant agreements may increase
risk.

(3) The phase of a Federal program in its life cycle at the
auditee may indicate risk. For example, during the first and last years that
an auditee participates in a Federal program, the risk ~y 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 substantially smal~er Federal awards
expended.
1_.530 c~it.:ia fo: a lQww:isk auditee.

An auditee which meets all of the following conditions for each of the
preceding two years (or, in the case of biennial audits, preceding two audit
periods) shall qualify as a low-risk auditee and be eligible for reduced audit
coverage in accordance with 1 .520:

(a). Single audits were performed on an annual basis in accordance with
the provisions of this part. A non-Federal entity that has biennial audits
does not qualify as a low-risk auditee,unless agreed to in advance by the
cognizant or oversight agency for audit.

(b) The auditor's opinions on the financial statements and the
schedule of exp~ditures of Federal awards were unqualified. However, the
cognizant or oversight agency'for audit may judge that an opinion
qualification does not affect the management of Federal awards and provide a
waiver.

(c) There were no deficiencies in internal control which were
identified as material weaknesses under the requirements of GAGAS. However,
the cognizant or oversight agency for audit may Judge that any identifiedmaterial weaknesses do not affect the management of Federal awards and provide
a waiver.

32

A". ACHMENT ••••• •••.•.••••••
PAGE •..•??:f.: .. OF •••1~....PAGES



(d) Noneof the Federal progr8IIIShad audit findings from any of the
following in either of the preceding two years (or, in the case of biennial
audits, preceding two audit periods) in Which they were .classified as Type A
programs:

(1) Internal control deficiencies which were identified as
material weaknesses; .

. .
(2) Noncompliancewith the provisions of laws, r~gulationsl

contracts, or grant agreements which have a material effect on the Type A
program; or .

. (3) Knownor likely questioned costs that exceed five percent
of the total Federal awards expended for a Type Aprogram during the year. .

AppendixA to Part _ -Data collection FoXIl1 (Fonn SF-SAC)
(insert SF-SACafter finalized]

AppendixB to Part _ - circular A-133 Compliance Supplement
Note: Proviaional OMBCircular A-133 Compliance SUpplementis available
from the Offioe of Administration, Publications Office, room 2200, New
Executive Office Building, Washington, DC20503. .
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2525 GRAND AVENUE • LONG BEACH, CALIFORNIA 90815 • (562) 570·4000 • FAX: (562) 570·4049

CITY OF LONG BEACH
DEPARTMENT OF HEALTH AND HUMAN SERVICES

Health Information In Compliance With the Health Insurance Portability
And Accountability Act of 1996 (HIPAA) and the Health Information Technology

for Economic and Clinical Health Act (HITECH Act)

BUSINESS ASSOCIATE AGREEMENT

THIS BUSINESS ASSOCIATE AGREEMENT ("Agreement") is made and
as of vJ , 20~ by and betw~n

.!...L!.!~!L.....L.~ 1!!...£:]~e~TiJl~~J.bl£t~~~t$L , a dtlrtoy,..;,. n""...e._Y6fft'-----_
*RR4R~, whose business address IS

Q080
(hereinafter referre to as "Business Ass iate"), and the CITY OF LONG BEACH, a
municipal corporation (hereinafter referred to as "City" or "Covered Entity").

WHEREAS, the City has a Department of Health that provides a multitude of
health care and related services; and

WHEREAS, in the course of providing health care and related services the City
obtains protected health information; and

WHEREAS, Business Associate performs particular duties and/or provides
particular services to the City; and

WHEREAS, the City wishes to disclose some information to Business Associate,
some of which may contain protected health information; and

WHEREAS, the City and Business Associate intend to protect the privacy and
provide for the security of protected health information in compliance with the Health
Insurance Portability and Accountability Act of 1996, Public Law 104-191 ("HIPAA"), the
Health Information Technology for Economic and Clinical Health Act, Public Law 111-
005 (the "HITECH Act"), and regulations promulgated thereunder by the U.S.
Department of Health and Human Services (the "HIPAA Regulations") and other
applicable laws.

NOW, THEREFORE, in consideration of the mutual terms covenants, and
conditions in this Agreement, the parties agree as follows:

1. DEFINITIONS. Terms used, but not otherwise defined, in this Agreement
shall have the same meaning as those terms in the HIPAA Regulations,
including the Privacy Rule and the Security Rule codified in Title 45,
Sections 160-164 of the Code of Federal Regulations, and under the
HITECH Act.
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BusinessAssociate Agreement
Page2

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 or disclosure of the protected health
information. Business Associate shall comply with the policies and
procedures and documentation requirements of the HIPAA
~egulations.

c. Mitigation. Business Associate agrees to mitigate, to the extent
practicable, any harmful effect that is known to Business Associate
of a use or disclosure of protected health information by Business
Associate in violation of the requirements of this Agreement.

d. Notice of Use or Disclosure, Security Incident or Breach. Business
Associate agrees to notify the designated privacy official of the
Covered Entity of any use or disclosure of protected health
information by BusinessAssociate not permitted by this Agreement,
any security incident involving electronic protected health
information, and any breach of unsecured protected health
information without unreasonable delay, but in no case more than
thirty (30) days following discovery of breach.
1. Business Associate shall provide the following information in

such notice to Covered Entity:
(a) The identification of each individual whose unsecured

protected health information has been, or is
reasonably believed by Business Associate to have
been, accessed, acquired, or disclosed during such
breach;

(b) A description of the nature of the breach including the
types of unsecured protected health information that
were involved, the date of the breach and the date of
discovery;

(c) A description of the type of unsecured protected
health information acquired, accessed, used or
disclosed in the breach (e.g., full name, social security
number, date of birth, etc.);

(d) The identity of the person who made and who
received (if known) the unauthorized acquisition,
access, use or disclosure;

(e) A description of what the Business Associate is doing
to mitigate the damages and protect against future
breaches; and

(f) Any other details necessary for Covered Entity to
assess risk of harm to individual(s), including
identification of each individual whose unsecured
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BusinessAssociate Agreement
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protected health information has been breached and
steps such individuals should take to protect
themselves.

2. Covered Entity shall be responsible for providing notification
to individuals whose unsecured protected health information
has been disclosed, as well as the Secretary and the media,
as required by the HITECHAct.

3. Business Associate agrees to establish procedures to
investigate the breach, mitigate losses, and protect against
any future breaches, and to provide a description of these
procedures and the specific findings of the investigation to
Covered Entity in the time and manner reasonably requested
by Covered Entity.

4. The parties agree that this section satisfies any notice
requirements of Business Associate to Covered Entity of the
ongoing existence and occurrence of attempted but
unsuccessful security incidents for which no additional notice
to Covered Entity shall be required. For purposes of this
Agreement, unsuccessful security incidents include activity
such as pings and other broadcast attacks on Business
Associate's firewall, port scans, unsuccessful log-on
attempts, denials of service and any combination of the
above, so long as no such incident results in unauthorized
access, use or disclosure of electronic public health
information.

e. Reporting of disclosures. Business Associate agrees to report to
Covered Entity any use or disclosure of the protected health
information not provided for by this Agreement of which it becomes
aware.

f. Business 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.

g. Availability of Information to City. Business Associate agrees to
provide prompt access to protected health information in a
designated record set to Covered Entity or, as directed by Covered
Entity, to an individual upon Covered Entity's request in order to
meet the requirements under 45 CFR § 164.524. If Business
Associate maintains an electronic health record, Business
Associate shall provide such information in electronic format to
enable Covered Entity to fulfill its obligations under the HITECH
Act.

h. Amendment of Protected Health Information. Business Associate
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agrees to promptly make any 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.

i. Internal Practices. Business Associate agrees to make internal
practices, books, and records, including' policies and procedures
and protected health information, relating to the use and disclosure
of protected health information received from, or created or
received by Business Associate on behalf of, covered entity
available to the Secretary of the U.S. Department of Health and
Human Services for purposes of the Secretary determining the
Business Associate's compliance with the Privacy Rule.

j. Reporting of Disclosures. Business Associate agrees to document
such disclosures of protected health information and information
related to such disclosures as would be required for the City to
respond to a request by an individual for an accounting of
disclosures of protected health information in accordance with the
Privacy Rule, including but not limited to 45 CFR § 164.528, and
the HITECH Act.

k. Availability of Information to Covered Entity. Business Associate
agrees to promptly provide to Covered Entity or an individual
information collected in accordance with Section 20) of this
Agreement, to permit Covered Entity to respond to a request by an
individual for an accounting of disclosures of protected health
information in accordance with the Privacy Rule, including but not
limited to 45 CFR § 164.528, and the HITECH Act.

3. PERMITTED USES AND DISCLOSURES BY BUSINESS ASSOCIATE.
Except as otherwise limited in this Agreement, Business Associate may
use or disclose protected health information to perform functions,
activities, or services for, or on behalf of, Covered Entity as specified in
this Agreement, provided that such use or disclosure would not violate the
Privacy Rule or the HITECHAct if done by Covered Entity or the minimum
necessary policies and procedures of the Covered Entity. The specific
use and disclosure provisions are as follows:
a. Except as otherwise limited in this Agreement, Business Associate

may use protected health information for the proper management
and administration of the Business Associate.

b. Except as otherwise limited in this Agreement, Business Associate
may disclose protected health information for the proper
management and administration of the Business Associate,
provided that disclosures are required by law, or Business
Associate obtains reasonable assurances from the person to whom
the information is disclosed that it will remain confidential and used
or further disclosed only as required by law or for the purpose for
which it was disclosed to the person, and the person notifies the
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business associate of any instances of which it is aware in which
the confidentiality of the information has been breached.

c. Except as otherwise limited in this Agreement, Business Associate
may use protected health information to provide data aggregation
services to covered entity as permitted by 42 CFR §
164.504(e)(2)(i)(B).

d. Business Associate may use protected health information to report
violations of law to appropriate federal and state authorities,
consistent with § 164.502U)(1).

4. PROHIBITED USES AND DISCLOSURES BY BUSINESS ASSOCIATE.
a. Business Associate shall not use or disclose protected health

information for fundraising or marketing purposes.
b. Business Associate shall not disclose protected health information

to a health plan for payment or health care operations purposes if
the individual has requested this special restriction and has paid out

. of pocket in full for the health care item or service to which the
protected health information solely relates.

c. Business Associate shall not directly or indirectly receive payment
or remuneration in exchange for protected health information,
except with the prior written consent of Covered Entity and as
permitted by law, including HIPAA and the HITECH Act. This
prohibition shall not effect payment by Covered Entity to Business
Associate.

5. OBLIGATIONS OF COVERED ENTITY.
a. Notification of Limitations in Notice of Privacy Practices. Covered

Entity shall notify Business Associate of any limitation(s) in its
notice of privacy practices of covered entity in accordance with 45
CFR § 164.520, to the extent that such limitation may affect
Business Associate's use or disclosure of protected health
information.

b. Notification of Change or Revocation of Permission. Covered entity
shall notify Business Associate of any changes in, or revocation of,
permission by individual to use or disclose protected health
information, to the extent that such changes may affect Business
Associate's use or disclosure of protected health information.

c. Notification of Restrictions. Covered Entity shall notify Business
Associate of any restriction to the use or disclosure of protected
health information that Covered Entity has agreed to in accordance
with 45 CFR § 164.522, to the extent that such restriction may
effect Business Associate's use or disclosure of protected health
information.

6. PERMISSIBLE REQUESTS BY COVERED ENTITY. Covered Entity shall
not request Business Associate to use or disclose protected health
information in any manner that would not be permissible under the Privacy
Rule if done by Covered Entity, except that this restriction is not intended
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and shall not be construed to limit Business Associate's capacity to use or
disclose protected health information for the proper management and
administration of the Business Associate or to provide data aggregation
services to Covered Entity as provided for and expressly permitted under
Section 3 (a), (b), and (c) of this Agreement.

7. TERM AND TERMINATION.
a. Term. The term of this Agreement shall be effective upon

execution, and shall terminate when all of the protected health
information provided by Covered Entity to Business Associate, or
created or received by Business Associate on behalf of Covered
Entity, is destroyed or returned to Covered Entity, or, if it is
infeasible to return or destroy protected health information,
protections are extended to such information, in accordance with
the termination provisions in this Section.

b. Termination for Cause. Upon either party's knowledge of a material
breach by the other party, the party with knowledge of the other
party's breach shall either:
1. Provide an opportunity for the breaching party to cure the

breach or end the violation and terminate this Agreement if
the breaching party does not cure the breach or end the
violation within the time specified by the non-breaching
party;

2. Immediately terminate this Agreement if Business Associate
has breached a material term of this Agreement and cure is
not possible; or

3. If neither termination nor cure is feasible, the violation shall
be reported to the Secretary.

c. Effect of Termination.
1. Except as provided in paragraph (2) of this Section, upon

termination of this Agreement for any reason, Business
Associate shall return or destroy all protected health
information received from Covered Entity, or created or
received by Business Associate on behalf of Covered Entity.
This provision shall apply to protected health information that
is in the possession of subcontractors or agents of Business
Associate. Business Associate shall retain no copies of the
protected health information.

2. In the event that Business Associate determines that
returning or destroying the protected health information is
infeasible, Business Associate shall provide to Covered
Entity notification of the conditions that 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
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destruction infeasible, for so long as Business Associate
maintains such protected health information.

8. ASSISTANCE IN LITIGATION OR ADMINISTRATIVE PROCEEDINGS.
Business Associate shall make itself and any subcontractors, employees,
or agents assisting Business Associate in the performance of its
obligations under this Agreement with the Covered Entity, available to
Covered Entity, at no cost to Covered Entity to testify as witnesses or
otherwise, in the event of litigation or administrative proceedings
commenced against Covered Entity, its directors, officers, or employees
based on a claimed violation of HIPAA, the HIPAA Regulations, the
HITECH Act, or other laws relating to security or privacy, except where
Business Associate or its subcontractors, employees or agents are named
as an adverse party.

9. MISCELLANEOUS.
a. References. A reference in this Agreement to a section in the

HIPAA Regulations or the HITECH Act means the section as in
effect or as amended. .

b. Amendment. The parties agree to take such action as is necessary
to amend this Agreement from time to time as is necessary for
covered entity to comply with the requirements of the Privacy Rule,
the Security Rule, HIPAA, the HITECH Act and other privacy laws
governing protected health information. Amendments must be in
writing and signed by the parties to the Agreement.

c. Survival. The respective rights and obligations of Business
Associate under Section 6(c) of this Agreement shall survive the
termination of this Agreement.

d. Interpretation. Any ambiguity in this Agreement shall be resolved to
permit Covered Entity to comply with the HIPAA Regulations and
the HITECH Act.

10. LAW. This Agreement shall be governed by and construed pursuant to
federal law and the laws of the State of California (except those provisions
of California law pertaining to conflicts of laws). Business Associate shall
comply with all laws, ordinances, rules and regulations of all federal, state
and local governmental authorities.

11. ENTIRE AGREEMENT. This Agreement, including Exhibits, constitutes
the entire understanding between the parties and supersedes all other
agreements, oral or written, with respect to the subject matter herein.

12. INDEMNITY. Business Associate shall protect, defend, indemnify and
hold City, its officials, employees, and agents (collectively in this Section
referred to as "City") harmless from and against any and all claims,
demands, causes of action, losses, damages, and liabilities, whether or
not reduced to judgment, which may be asserted against City arising from
or attributable to or caused directly or indirectly by Business Associate,
Business Associate's employees, or agents in the performance of the
duties under this Agreement or any alleged negligent or intentional act,
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omission or misrepresentation by Business Associate, Business
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

• costs, Business Associate agrees to and shall reimburse City within a
reasonable time. Business Associate shall give City notice of any claim,
demand, cause of action, loss, damage or liability within ten (10) calendar
days.

13. AMBIGUITY. In the event of any conflict or ambiguity in this Agreement,
such ambiguity shall be resolved in favor of a meaning that complies and
is consistent with HIPAA, HIPAA Regulations, the HITECH Act and
California law.

14. COSTS. If there is any legal proceeding between the parties to enforce or
interpret this Agreement or to protect or establish any rights or remedies
hereunder, the prevailing party shall be entitled to its costs and expenses,
including reasonable attorneys' fees and court costs, including appeals.

15. NOTICES. Any notice or approval required hereunder by either party shall
be in writing and personally delivered or deposited in the U.S. Postal
Service, first class, postage prepaid, addressed to Business Associate at
the address first stated herein, and to the City at 333 West Ocean
Boulevard, Long Beach, California 90802 Attention: Director, Health
Department. Notice of change of address shall be given in the same
manner as stated herein for other notices. Notice shall be deemed given
on the date deposited in the mail or on the date personal delivery is made,
whichever first occurs.

16. WAIVER. The acceptance of any services or the payment of any money
by City shall not operate as a waiver of any provision of this Agreement, or
of any right to damages or indemnity stated in this Agreement. The waiver
of any breach of this Agreement shall not constitute a waiver of any other
or subsequent breach of this Agreement.

17. CONTINUATION. Termination or expiration of this Agreement shall not
affect rights or liabilities of the parties which accrued pursuant to Sections
7,12 and 14 prior to termination or expiration of this Agreement, and shall
not extinguish any warranties hereunder.

18. ADVERTISING. Business Associate shall not use the name of City, its
officials or employees in any advertising or solicitation for business, nor as
a reference, without the prior approval of the City Manager or designee.

19. THIRD PARTY BENEFICIARY. This Agreement is intended by the parties
to benefit themselves only and is not in any way intended or designed to
or entered for the purpose of creating any benefit or right for any person or
entity of any kind that is not a party to this Agreement.
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IN WITNESS WHEREOF, the parties hereto have caused these presents to be
duly executed with all of the formalities required by law as of the date first stated herein.

(Y)entol Hta In, Americ~ i-~ A"..,Jtr
(Name of Business Associate)' "7

a Ii Dyni4 on yJ1/
(corporation, . " ..

---+-+--==-+-, 20l!j B0.r-,,~ <' -

Title: fr t'( ,,t, t oJ: CE:{)

______ ,20_ By _

Title: _

/}u. It, ,20ft

CITY OF LONG BEACH, a municipal
corporation

~

Asslstarit''CltyMahoger ,

By -,~ EXECUTED PURSUANT'
Ity Manager or desiqnee TO SECTION 301 OF

. THE CITY CHARTER.

"City"

The foregoing Agreement is hereby approved as to form this;2 w:f day of

-OCto$&L,20J1.
CHARLES PARKIN, City Attorney

By ~e-p-u-ty----
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2626 GRAND AVENUE • LONG BEACH. CAUFoRNIA 90816 • (682) 670-4000 • FAX: (662) 670-4049

CITY OF LONG BEACH
DEPARTMENT OF HEALTH AND HUMAN SERVICES

CERTIFIC~TION REGARDING DEBARMENT

By, signing and submitting this document, the recipient of federal assistance funds is
providing the certification as set out below:

1. The certification In this clause is a material representation of fact upon which
reliance was placed when this transaction was entered Into. If It is later determined
that the recipient of federal assistance funds knowingly rendered an erroneous
certification, In addItion to other remedies available to the Federal Government, the
department or agency with which this transaction ori'ginated may pursue available .
remedies, including suspension and/or debarment.

2. The recipient of Federal assistance funds shall provide immediate written notice to
the person to which this agreement Is entered, If at any time the recipient of Federal
Assistance funds learns that its certification was erroneous, when submitted or has
become ~rroneous by reason of changed .clrcumstance.

3. The terms "covered transectlon," "debarred," "suspended," "ineligible," "lower tier
covered transaoncn," "partlclpant," "person," "primary covered, transaction,"
'principal," "proposal," and "voluntarily excluded," as used In this clause, have the
meanings set out in the Definitions and Coverage sections of rules implementing
Executive Order 12549.

4. The recipient of Federal assistance, funds agrees by submitting this document that It
shall not knowingly enter into any lower tier covered transaction with a person who is
debarred, suspended, declared ineligible, or voluntarily excluded from participation in
this covered transaction, unless authorized by the department or agency with which
this transaction originated.

5. The recipient of Federal assistance funds further agrees by 'submitting this document'
that it will include the clause titled "Certification Regarding Debarment, Suspension,
Ineligibility and Voluntary Exclusion - Lower Tier Covered Transactions," without
modification, in all lower tier covered transactions and In all solicitations for lower tier
covered transactions ..

6. A participant in a covered transaction may rely upon a certification of participant in a
lower tier covered transaction that it is not debarred,suspended, ineligible, or
voluntarily excluded from the covered transaction, unless it knows that the
certification Is erroneous. A participant may decide the method and frequency by
which it determines the eligibility of Its principals. Each participant may, but is not
required to, check the list of parties excluded from procurement or non-procurement
programs.

7. Nothing contained in the foregoing shall be constructed to require establishment of a
system of records in order to render in good faith the certification required by this
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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.

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 NumberCAt29iJ9A?'1.3£:>O Contract Agency: /YJeniJ J.I~JH.,~eria:f J ~~Jt:!
e and Title of Auth . d R esentative: /I.. ~,,~ (J. n <I-C£O

Signature
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CITY OF LONG BEACH
DEPARTMENT OF HEALTHANO HUMAN SERVICES

. 2626 GRANO AVENUE .' LONG Bl;ACH. CALIFORNIA 90816 • (682) 67O-,,!!OO • FAX: (662)570-4049

CERTIFICATION REGARDING LOBBYING

Contractor(s) and lobbyist firm (s), as defined in the Los Angeles County Code Chapter
2.160 (ordinance 93-0031), retained. by the Contractor. shall fully comply with the
requirements as set forth in said:County Code. The Contractor must also certify in writing
that it Is familiar with the Los Angeles County Code Chapter 2.160 and that all persons
acting on behalf of the Contractor will comply with the County Code.

Failure on the part of the Contractor and/or Lobbyist to fully comply with the County's
Lobbyist requirement shall constitute a material breach of the contract upon which the City
of Long Beach may immediately terminate this contract and the Contractor shall be liable for
civil action.

The Contractor is prohibited by the Department of Interior and Related Agencies
Approprl,atlons Act, known as the Byrd Amendments.· and the Housing and Urban
Development Code of Federal Regulatio~6 24 part 87, from using federally appropriated
funds for the purposeof Influencing or attempting to influence an officer or employee of any
agency, a Member of Congress. an officer or employee of Congress, or any employee of a
Member of Congress in connection with the awarding of any Federal contract, the making of
any Federal grant. loan or cooperative agreement, and any extension, continuation,
renewal, amendment or modification of said documents. I

!

I
l

!

I

The Contractor must certify in writing that they are familiar with the Federal Lobbyist
Requirements and that all persons and/or subcontractors ~cting on behalf of the Contractor
will comply with the Lobbyist Requirements.

Failure on the part of the Contractor or persons/subcontractors acting on behalf of the
Contractor ·to fully comply with Federal Lobbyist Requirements shall be subject to civil
penalties. The undersignedcertifies, to the best of his/her ~nowJedgeand belief, that:

1. No Federal appropriated funds have been paid or will be paid, by or on behalf of the
undersigned. to any person for Influencing or attempting to i1ifiuerice an officer or
employee of an ag~ncy, 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 ccoperative agreement,
and any extension, continuation, renewal, amendment or modification of said.
documents.

2. If any funds other than Federal appropriated funds have been paid or will be paid to
any person for influencing or attempting to influence an officer or employee of any
agency. a Member of Congress. an officer or employee of Congress, or an employee
of a Member of Congress in connection with this Federal contract, grant. loan, or
cooperative agreement, the undersigned shall complete and submit Standard Form-
LLL "DisclosureForm to Report Lobbying" In accordance with Its instructions.
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3. The undersigned shall require that the language of this certification be included in
the award documents for all sub-awards at all tiers (including subcontracts, sub-
grants, and contracts under grants, loans, and cooperative agreements) and that all
sub--recipientsshall certify and disclose accordingly.

4. This certification is a material representation of fact upon which reliance was placed
when this transaction was made or entered into. Submission of this certification is a
prerequisite for making or entering into this transaction imposed by Section 1352
Title 31, U.S. Code. Any person who fails to file the required certification shall be
subject to a civil penalty of not less than $10,000 and not more than $100,000 for
each such failure.
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