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CONTRACT FOR SOCIAL SERVICES

31027

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

entered, in duplicate, as of November 24, 2008 for reference purposes only, pursuant to
a minute order adopted by the City Council of the City of Long Beach at its meeting on
September 18, 2007, by and between CHILDREN'S DENTAL HEALTH CLINIC, a
California nonprofit corporation (“Organization”), with offices located at 455 East
Columbia, Long Beach, California 90806, and the CITY OF LONG BEACH, a municipal
corporation (the “City”).

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

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

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

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

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

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

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

Section 1.  The above recitals are true and correct and are incorporated
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in the Contract.
Section 2.
A. Organization shall provide human or social services to very
low, low and moderate income residents of the City in accordance with Attachment
“A” entitled “Statement of Work”, Attachment “B” entitled “Budget”, Attachment “C”
entitled “Office of Management Budget (OMB) Circular A-110", Attachment “D”
entitted OMB Circular A-122", Attachment “E” entitled “OMB Circular A-133",
Attachment “F”" entitled “Health Information in Compliance with the Health
Insurance Portability and Accountability Act of 1996 Agreement”, Attachment “G”
entitled “Certification of Debarment’, and Attachment “H” entitied “Certification of
Lobbying”, all of which are attached hereto and incorporated by reference, and the
City of Long Beach Grants Monitoring Guidelines, which has been separately
provided to Organization and is incorporated by this reference.
B. Organization shall adhere to all policies, procedures, rules
and regulations established by HUD and sources including but not limited to the
OMB Circulars, Code of Federal Regulations, United States Codes, City of Long
Beach Grants Monitoring Guidelines, this Contract, the City’s contract with HUD
for the funds dispersed under this Contract, the Request for Proposal (“RFP”),
Organization’s proposal in response to the RFP, and all Information Bulletins
issued by the City's Department of Community Development, Neighborhood
Services Bureau. In addition to and without in any way limiting the foregoing,
Organization shall comply with all laws and regulations set forth in 24 CFR Part
570.
Section 3. The terms of this Contract shall commence at midnight on
October 1, 2008, and, unless sooner terminated as provided herein, shall terminate at
11:59 p.m. August 31, 2009.
Section 4.

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

B. Total disbursements made to Organization under this Contract
by the City shall not exceed Fifteen Thousand Dollars ($15,000.00) over the term
of this Contract. These funds shall be used to provide services within the City of
Long Beach. Upon execution of this Contract, the City shall disburse the funds
payable hereunder in due course of payments following receipt from Organization
of billing statements in a form approved by the City showing expenditures and
costs identified in Attachment “B”.

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

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

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

E. Within thirty (30) days of the date of this Contract first stated
herein, Organization shall submit to the City invoices, cancelled checks and other
documentation supporting the charges incurred and required matching funds for all
expenses incurred prior to the date of this Contract and related to this grant of
funds.

F. No later than fifteen (15) days after the compietion of eacn
twelve-month period (“Operational Year’) during the term of this Contract,
Organization shall submit to the City a final invoice, scope of work, and Capers
certified by one of Organization's officers or by its Executive Director. The City
reserves the right to refuse payment of any outstanding invoice if Organization
fails to submit a final invoice and reports within fifteen (15) days of the end of the
Operational Year.

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

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

4

LT:bg A0B-03608
LAApps\CtyLaw32\WPDocs\DO18\PO0B\00148958.DOC




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

333 West Ocean Boulevard, 11th Floor

Long;:Beach, CA 90802-4664

o O 00 N OO O A LN A

N N N N NN N N NN o ad v e & = wa
o ~N OO o o bHsE W N - O O 00N OO AW N -

and reports within fifteen (15) days after the end of the Operational Year may
result in loss of reimbursement of funds.

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

I All reimbursement by the City is contingent upon the City’s
receipt of funds from 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, shali have
the right to examine, copy, inspect, extract from, and audit financial and other
records related, directly or indirectly, to this Contract during Organization’s normal
business hours to include announced and unannounced site visits during the term
of the Contract and thereafter. If examination of these financial and other records
by the City and/or HUD reveals that Organization has not used these grant funds
for the purposes and on the conditions stated in this Contract, then Organization
covenants, agrees to and shall immediately repay all or that portion of the grant
funds which were improperly used. If Organization is unable to repay all or that
portion of the grant funds, then City will terminate all activities of Organization
under this Contract and pursue appropriate legal action to collect the funds.
Alternatively, to the extent the City has been refusing payment of any invoices, the

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

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

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

Section 6.

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

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

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

Section 7.

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

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

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

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

Section 10.

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

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

not be limited to broad form contractual liability, cross liability, independent
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contractors liability, and products and completed operations liability. The
City, its Boards and Commission, and their officials, employees and agents
shall be named as additional insureds by endorsement (on City’s
endorsement form or on an endorsement equivalent in scope to ISO form
CG 20 10 11 85 or CG 20 26 11 85), and this insurance shall contain no
special limitations on the scope of protection given to the City, its Boards
and Commissions and their officials, employees and agents.

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

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

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

(5) Commercial automobile liability insurance (equivalent

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

“in an amount not less than Five Hundred Thousand Doliars ($500,000j"

combined single limit per accident.

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

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

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

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

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

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

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

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

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

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

Section 11.

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

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

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

11

LT:bg A0B-03608
L\Apps\CtyLaw32\WPDocs\D018\P308\00148958.D0C




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

333 West Ocean Boulevard, 11th Floor

Long Beach, CA 90802-4664

—_—

S © 00 N OO g A W N

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

CHILDREN’S DENTAL HEALTH CLINIC,
a California nonprofit corporation

2. Db , 2008 By /,)/Q /7

Vo L. Blaks Onf

Type or Print Name
, 20 By
Type or Print Name
“Organization”

CITY OF LONG BEACH,za: mumplg,%l, sk

.....

corporation T SECYION 309] 6@

72 2009 By

City Manager
llCity,l |
This Contract is approved as to form on OI-W (2, 2027

ROBERT E. SHANNON, Cj# Attorney

By

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

AGENCY NAME: Children’s Dental Health Clinic CONTRACT NUMBER:

PROGRAM OBJECTIVE: To provide comprehensive, culturally sensitive dental care and oral health education to children from low income families residing
within the City of Long Beach.

‘ Actual\ "CurxnuI;tvlve A ] éu\rﬁrldléti\r()e o . . Cumu ative
1. Provide dental care ranging from general care 1o specialized
care for at least 315 unduplicated Long Beach children whose 315
economic status places them at high risk of not accessing quality
dental treatment
2. 75% of patients will complete their treatment, based on their 936
charted treatment plan.
3. 80% of patients will demonstrate understanding of good oral 259
hygiene practices at their next visits after receiving education.
Total Unduplicated Clients Served: 315

] L
- ‘/( j/Q Attachment "A"
& —

Signature, Page 1 of 1

08-09 Scope of Work.xis 12/10/08, 4:16 PM
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Social Services Grant Program 2008-2009
Program Budget for Children's Dental Health Clinic City Contract #

CITY OF LONG BEACH

ITEM/PERSONNEL

ALLOCATION BUDGET JUSTIFICATION

RDA (Registered Dental Assistant)

Assist Dentist in serving 315 unduplicated children over 12 months. Check patient
arrival status, review chart for proper consent forms, adequately setup various
procedures and instruments for dentist, clean area once procedure has concluded,

Signature

2RDAs @ .26 FTE $7,463 assist dentist with patient management and monitor patient under pre-medication
sedation. Assist Dentist, Director of Operations, Executive director, and the Dental
Director with operations of the Clinic.
Provide treatment for 315 unduplicated children over 12 months. Follows Clinic
Dentist (Contracted) .293 FTE $7.537 P_ohcnes and Procedures. of thg CDHC, regarding sten_hza.tlon, infection co.ntrol, and

disaster plan. Treats patients in accordance to the guidelines of the American
Academy of Pediatric Dentistry and the USC Clinical Guidelines.

TOTAL PERSONNEL $15,000 Total Personnel to be Reimbursed

OPERATIONS
TOTAL OPERATIONS $0 Total Operations to be Reimbursed

Attachment "B"
Page 1 of 1



PARTS 200-214 [RESERVED]

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

Sec
215.0 About this part

Subpart A—General

2153
2152
263
2154
21E.5

Purpose.
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Deviations.
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Codes of conduet.

Competiticn.

Procurement procedares
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Precurement records.

Contract administration.

Contract provisions.

REPORTE ANL EECORDS

215.50 Purpose of reports and records.

215,51 Monitoring and reporting program
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215.562 Financial reporting.

21£.52 Retention and access
{or records.

reguirements

TERMINATION ANL BNFORCEMENT

21£.80 Purpose of termination and enforce-
ment.

215.61 Termination

215.62 Eniforcement.

Subpart D-—Afier-the-Award Reguirernents

21570 Purpose.

215,71 (Noseoul procedures.

216.72 Subseguent adjustments
tinning responsipilities,

21573 Collection of amounts cue,

AFPENDIY. £ TO PaRT 215-—CONTEAGCT FPROVI-
SIONS

AUTHORITY: 31 U.S.C. B03; 31 U.E.C. 1111 41
U.8.0. 405 Reorganization Flzn No. 2 of 197
E.C. 11541, 35 FE 10737, 3 CFR, 10661370, p
jrich:

SOQURCE: 69 PR 26261, May 1l, 2004, unless
vtherwise noted.

and con-

§215.0 About this part.

{a) Purppse. This part contains OMEB
guidance to Federal agencies on the ad-
ministration of grants to and agree-
ments with institutions of higher edu-
cation, hospitals, and other non-profit

rganizations. The guidance sets forth
standards for c¢biaining consistency
and uniformity in the agencies’ admin-
istration of those grants and agree-
ments.

(b) Apphicability. (1) Except as pro-
vided herein, the standards set forth in
thie part are applicable to all Federal
agencies, if any statate specifically

39
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§215.1

prescribes policies or specific require-
ments that differ from the standards
provided in this part, the provisions of
the statute shall govern.

{21 The provisions of subparts A
through D of ghis part shall be applied
vy Pederal agencies to recipients. Re-
cipients shall apply the provisions of
those subparts to subrecipients per-
forming substantive work under grants
ang¢ agreements Gthat are passed
through or awarded by the primary re-
cipiant, if such subrsclplents are orga-
nizations described in paragraph (a) of
this section.

{3 This part does not apply to grants,
contracts, or other agreements be-
tween the Federal Government and
units of Sfate or local governments
covered by OMB Circular A-102,
‘“frants and Cooperative Agresements
with 3tabe and Local Governments''!
and the Federal agencies' grants man-
agement common rule {see §215.5)
which standardize the administrative
reguirements Federal agencies impose
oh State and local grantees. In addi-
tion, subawards and contracts to State
or local governments are not covered
by this part. However, this part applies
to subawards made by State and local
governments to organizations covered
by this part.

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

{c} OMB responsibilities. OMB is re-
sponsible for:

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

(23 Imterpreting the policy require-
menss in this part and providing assist-
ance to ensure effective and efficient
implementation.

{3) Reviewing Federal agency regula-
tions implementing the guidance in
this part, as required by Executive
Order 12865,

(4) Granting any deviations to Fed-
eral agpencies from the guidance in this
part, as provided in §215.4. Excepticns
will only be made in particalar cases

1See & CFR 13109 for availability of OMB
cireuiars.

40

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

where adeguate justification iz pre-
sented.
(5) Conduciing broad ovarsight of

rovernment-wide compiiance with the
puidance in this paru

(&) Federal agency responsibilities. The
head of each Federal agency that
awards and administers grants and
agreements subject to the guidance in
this part 1s respongible for:

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

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

(3} Requesting approval from OMB
for deviations from the guidance in
subparts A throwgh D of this part in
situations where the guidance requires
that approval.

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

(e) Relutionship to previous issuance.
The guidance in this part previously
was issued as OMB Circular 4-110. Sub-
parts A through D of this part contain
the guidance that was in the attach-
ment to the OMB circular. Appendix A
to this part contains the guidance that
was in the appendix tc the attachment.

() Information Contact. Further infor-
mation concerning this part may be ob-
tained by contacting the Office of Fed-
eral Financial Management, Office of
Management and Budget, Washington,
DC 20503, telephone {202) 305-3993.

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

Subpart A—General

£215.1 Purpose.

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

ATTACHMENT | C,z
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required by Federal svatute o eXelu-
vive arder Non-profit  organlzalblons
that impiement Federal programs for
rhe States are alsce subject Lo State re-
gulrements

$215.2 Definitions.

ia) Accrued erpenditures means the
charges incurred by the recipient dur-
mg & given period requiring the provi-
sion of funds for:

(1) Goode and other tangible property
received;

(2) Services performed by employess,
conuractors, subrecipients, and other
payess; and,

{3, Other amounts becoming owed
under pregrams for which no current
services or performance is reguired.

(b) Accrued tncome means the sum of:

(1) Eamings during a given period
irom:

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

(ii) Goods and other bangible prop-
erty delivered to purchasers, and

(2) Amounts Decorming owed to the
rgeipient for which neo current services
or performance is required by the re-
cipient.

(¢) Acguisition cost of eguipment means
the net invoice price of the eguipment,
inelnding the cost of modifications, at-
tachments, accessories, or auxiliary
apparatis necessary Lo malke the prop-
eruy usable {or the purpose for which it
was acguired. Other charges, such a8
the cost of installation, transportation,
vaxes, duty or protective in-transit in-
surance, shall be included or excluded
from the unit acguisifion cost in ac-
sordance with the recipient’s regular
aceounting practices.

(d) Advunce MEANs a payment Inate
by Treasury check or other appropriate
payment mechanism to a recipient
upon 1ts reguest either before outlaye
are made by the recipient or through
the use of predetermined payment
schedunles.

(&) Awwrd means financial assistance
that provides support or stimuiation to
accomplish a public purpose Awards
include grante and other agreements in
the form of money or property in lieu
of money, by the Federal Government
to an eligible recipient. The term does
not include: technical  assistance,
which provides

services instead of

§218.2

money, Olhel a5815LaNce W vhe lormn of
joane, Joan guarantecs, interest sub-
sidies, or insurance, direct payments of
any Eind v individaszls: and, contracte
which are reguired to be entered into
and administered under procurement
laws and regulations

(f) Cash contributioms means the re-
cipient’s cash outlay, Including the
putlay of money contrisuted to the re-
ciplent by third parties.

tg) Closeou! means the process by
which a2 Federal awarding agency de-
termines that all applicable adminis-
trative actions and all required work of
the award have been combpleted by the
recipient and Federal! awarding agency.

(hy Controct means a2 procurement
contract under an award or subaward,
and & procurement subcontract under a
recipient’s or snbrecipient’s contract.

iy Cost sharing or matching means
that portion of project or program
coste not borne by the Federal Govern-
ment,

(1) Date of completion means the date
on which all work under an award is
completed or the date on the award
document, or any supplement or
amendment thereto, on which Federal
sponscrship ends.

(k) Disallowed costs means those
charges to an award that the Federal
awarding sgency determines o De un-
allowable, in accordance with the ap-
plicable Federal cost principles or
other terms and conditions conteined
in the award.

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

(m) Ezcess preperly means DLroperty
under the control of any Federal
awarding agency that, as determinsd
by the head thereof, ie no longer re-
quired {or its needs or the discharge of
ite responsibilities.

(n) Ezempt property means tangible
personal property acguired in whole or
in part with Federa) funds, where the
Feferal awarding agency has statuiory
aathority to vest title in the recipient

| PAGE . 2
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§215.2

without further obligation $o the Fed-
eral Government. An example of ax-
empt property authority is condatned
in the Federal UGrant and Cooperative
Agreement Act (31 U.8.C. 6306), for
property acquired under an award o
conduct basic or applied research by 2
nor-profit institution of higher edu-
cation or non-profit organization
whose principal purpase is conducting
seientific research.

(0) Federal awarding agsncy means
the Federal agancy that provides an
award to the recipient.

(p) Federgl funds cuthorized means the
total amount of Federal funds obli-
gated by the Federal Government for
use by the recipient. This amount may
include any authorized carryover of un-
ohligased funds from prier funding pe-
riods when permitted by agency regula-
tions or agency implementing instriac-
tions.

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

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

(s) Intangible property and debt instru-
ments means, but is not limlted to,
trademarks, copyrights, patents and
patent applications and such property
as loans, notes and other debf instru-
ments, lease agreements, stock and
other instruments of property owner-
ship, whether considered tangible or in-
tangible.

(t) Obligations means the amounts of
orders placed, contracts and grants
awarded, services received and simdilar
trznsactions during a given pericd that
reguire payment by the recipient dur-
ing the same or a future period.

(W) Cutlays or erpendifures means
charges made to the project or pro-
gram. They may be reported on a cash
or accrual basis. For reports prepared
on a cash basis, outlays are the gum of
cagh disbursements for direct charges
for goods and services, the amount of
indirect expense charged, the value of
third party in-kKind contributicons ap-
nlied and the amount of cash advances
and payments made to subreciplents.
For reports prepared on an accrual
basis, outlays are the sum of cash dis-
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hursements for direct charges for goods
and services, the amount of indirsct ex-
pense incurred, the wvalue of in-kind
contributions applied, and the net in-
crease {(or decrease) in the amounis
owed by the recipient for goods and
other property received, for services
performed by employses, contractors,
subrecipients and ofher payees and
other amounts becoming owed under
programs for which no current services
or performance are required.

(v) Personel property means property
of any kind except real property. It
may be tangible, having physical exist-
ence, or Inftangible, having no physical
existence, such as copyrights, patents,
or securities.

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

(x) Program income means gross in-
come earned by the recipient that is di-
rectly generated by a supported activ-
ity or earned as a result of the award
(see exclusions in §215.24(e) and {(h)).
Program income includes, hut 18 net
limited to, income from fees for serv-
{ces performed, the use or rental of real
or personal property acquired under
federaily-fundeé proijects, the sale of
commodities or {tems fabricated under
an award, license fees and royalties on
patents and copyrights, and interest on
loans made with award funds. Interest
earned on advances of Federal funds is
not program income. Except as other-
wise provided in Federal awarding
agency regulafions or the terms and
gonditions of the award, program in-
come does not include the receipt of
principal on loans, rebates, credits, dis-
counts, etc., or interest earned on any
of them,

(¥) Project costs means all allowable
costs, as seb forth in the applicable
Federal cost principles, incurred by a
recipient and the valus of the contribu-
tions made by third parfies in accom-
plishing the objectives of the award
daring the project period.

(z) Project pericd means the period ss-
taplished in the award document dur-
ing which Federal! sponsorship begins
and ends.

(aa) Property means, unless otherwise
stated, real property, eguipment, in-
tangible property and debt instru-
ments.
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(b, Rew! properiy means land meiud-
ing lan¢ improvements, structures and
appurienances theresto, but excludes
movable machinery and equipment.

(on) Rtecten? ThegNs &n OTEAnlzation
receiving financial assgistance directly
from Federa)l zwarding agencies Lo
carry ont & projest or program. The
verm ncludes public and private 1nsti-
tationg of higher education, public and
private hospitals, and other quasi-pub-
lic znd private non-profit organizations
such as, bui not limited to, community
action agencies, research institutes,
educational asscciations, and health
centers. The term may include com-
mercial organizations, foreign or inter-
national organizations (such as agen-
cies of the United Nations) which are
recipients, subrecipients, or conirac-
tors or subcontractors of recipients or
subrecipients at the discretion of the
Federal awarding agency. The term
does not include government-owned
contractor-operated facilitiss or re-
search centers providing continued
support f{or mission-orientsed, large-
scale programs that are government-
owned or controlled, or are designated
as federally-funded research and devel-
cpment centers.

(dd) Ressarch and development means
all research activisties, both basic and
applied, and all development activitiss
that are supported at universities, col-
leges, and other non-profit institu-
tlons. “"Research’ 15 defined as a sys-
tematic study directed toward fuller
seientific ¥nowledge or uondersitanding
of the subject studied. 'Development’
is the systematic use of knowledge and
understanding gained from research di-
rected toward the production of useful
materials, devices, systems, or meth-
ods, including design and development
of prototypes and processes. The term
research also includes activities in-
volving the training of individuals in
research iechnigues where such activi-
Gies utilize the same facilities as other
research and development activities
and where such activities are not in-
cluded in the instruction function.

(ee) Smell awards means a grant or
cooperative agreement not exceeding
the small parchase threshold fixed at
41 1.5.C. 40311 (currently $25,000).

1y Suboward means an sward of fi-
nancial assistance in the

form of

fllw]

£215.2

MONEY, LI JIOperty 1n el of monex,
made unaer an award DY & recipient wo
ar eligivle subreciplent or py & suob-
reciplent we a lower tler subrecipient.
The term includes fingncia: assistance
when provided by any legal agresment,
gven 1f the agreement is calied a con-
wract, but does not include procure-
ment of goods and services nor does it
inciude any form of assistance which is
excluded from the definition of
vaward'' in §215.2(e).

(gg) Subrecipient means the legal enti-
Ly to which a subaward iz made and
which is accountable to the recipient
for the use of the funds provided. The
term may include foreign or inter-
national organizations (such as agen-
cies of the United Nations) at the dis-
cretion of the Federal awarding agen-
cy.
(hhy Supphies means all personal prop-
erty exclnding eguipment, intangible
property, and debt instruments as de-
fined in this section, and inventions of
a contractor conceived or first actually
reduced to practice in the performance
of work under a funding agreement
(“subject inventions), ag defined in 37
CFR part 401, “Rights to Inventions
Made by Nonprofit Organizations and
Small Business Firms Under Govern-
ment Grants, Contracts, and Coopera-
tive Agreements.”

(ii) Suspension means an aciion by a
Federal awarding agency that tempo-
rarily withdraws Federal spomsorship
under an award, pending corrective ac-
tion by the recipient or pending a deci-
sion to terminate the award by the
Federal awarding agency. Suspension
of an award is a separzate wciion Irom
sugpension under Pederal agency regu-
lations implementing E.0. 12548 (81 FR
6370, 2 C¥FR, 1986 Comp., p. 189) and E.C.
12688 (04 TR 34131, 3 CFR, 1989 Comp.. p.
238), '"Debarment and Suspension.”

(31) Termination means the cancella-
tion of Federal sponsorship, in whole or
in part, under an agreement at any
time prior to the date of completion,

(k¥) Third purty in-kind contribulions
means the value of non-cask contribu-
tions provided by non-Federal third
parties. Third party ir-kind contribu-
tione may be in the {orm of real prop-
erty, equipment, supplies and other ex-
pendable property, and the valune of
goods and services directly penefiting
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§215.3

and specifically idencifiable to whe
Project OT progra.

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

(mm} Unobligated balonce means the
portion of ¢he funds authorized by the
Federal awarding agency that has not
heen obligated by the reciplent and is
determined by deducting the cumu-
lative obligations from the cumulative
funds authorized.

(nn} Unrecovered indirect cost msans
the difference between the amount
awarded and the amount which could
have been awarded under the recipi-
ent’s approved negoiiated indirect cost
rate.

(o) Warking capital advance means a
procedure whereby funds are advanced
to the recipient to cover its estimated
disbursement needs for a given initial

period.

§215.3 Effect on other issuances.

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

§215.4 Dleviations.

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

§215.5 Subawards.

Unless sections of this part specifi-
cally exclude subrecipients from cov-
erags, the provisions of this part shail
be applied to subrecipients performing
work vnder awards if such subresecipi-
ents are institutions of higher edu-
cation, hospitals or other non-profit or-
ganizations. State and local govemn-
ment subrecipients are subject to the
provisions of regulations implementing
the grants management cornmon ruale,
‘Uniform  Administrative Require-
ments for Grants and Cceoperative
Agreements to State and Local Gov-
arnments,’" published at 7 CFR parss
3015 and 3016, 10 CFR part 60C, 13 CFR
part 143, 15 CFR part 24, 20 CFR part
437, 22 CTFR part 135, 24 CFR parts 44, 85,
131, 511, 570, 571, 574, 590, 830, 882, 905,
941, 668, 970, and 990, 28 CFR part 66, 20
CFR parts 97 and 1470, 32 CTR part 278,
34 CFR parts 74 and 80, 36 CFR part
1207, 38 CFR part 43, 40 CFR parts 30, 31,
and 33, 43 COFR part 12, 44 CFR part 13,
45 CFR parts 74, 82, 602, 1157, 1174, 1183,
1234, and 2015, and 49 CFR, part 18.

{69 FR 24281, May 11, 2004, as amended at 70
FR 51880, Aug. 31, 2005)

Subpart B—Pre-Award
Reguirements

§215.1¢ Purpose,

Sections 215.11 through 215.17 pre-
scribe forms and instructions and other
pre-award matters toc be used in apply-
ing for Federal awards.

§215.11 Pre-award policies.

(a) Use of Grants and Cooperative
Agreements, and Contracts. In each in-
stance, the Federal awarding agency
shall decide on the appropriate award
insitrument ({.e., grant, cooperative
agreement, or contract), The Federal
Grant and Cooperative Agresment Act
(31 U.S.C. 6301-08) governs the use of
grants, c¢ooperative agreements and
contracts. A grant or cooperative
agreement shall be used only when the
principal purpose of a transaction is to
accomplish a public purpose of support
or stimulation authorized by Federal
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sualube  The stalgwory criverion ol
choosing between grante and Coolers-
vive agreemente 18 that for the latler,
csubstantial involvement 18 expected
between the execubive apency and the
Siate, local povernment, or other re-
cipient when carrying out the activity
contemplated ip the agreement.” Con-
nracts snall be used when the principal
purpese i8 acquisition of property or
services for the direct benefit or use of
the Federal GOVernneit.

(b) Public Notice and Priority Set-
ting. Federal awarding agencies shall
notify the public of ite intended fund-
ing priorities for discretionary grant
prograrms, nnless funding priorities are
established by Federal statute.

§215.12 Forms for applying for Fed-
eral assistance.

(a) Federal awarding agencleg shall
comply with the &applicable report
clearance reguirements of 5 CFR part
1320, “*Controiling Paperwork Burdens
on the Public,” with regard to all
forms used by the Federazl awarding
agency in place of or ag a supplement
to the Standard Form 424 (SF-424) se-
Ties.

(b) Applicants shall use the SF-44
series or those forms and instructions
prescribed by the Federal awarding
agency.

(¢} For Federal programs covered by
E.0. 12372, “Intergovernmental Review
of Federal Programe,” (47 FR 300258, 8
CFR, 1982 Comp., p. 187 the applicant
shall complete the appropriate sections
of the SF-424 (Application for Federal
Assistance) indicating whether the ap-
plication was subject to review by the
State Single Foint of Contact (SPOC).
The name and address of the SPOC for
a particular State can be obtained from
the Federal awarding agency or the
Cuotalog of Federal Domestic Assistance.
The SPOC shall advise the applicant
whether the program {or which applica-
tion is made has beern selected by that
State for review,

(d) Federal awarding agencies that do
not use the SF-424 form should indi-
cate whether the application is subject
tc Teview by the Staie under E.0. 12372

£§215.18 Debarment and suspension.

Federal awarding agencies and re-
cipienie shall comply with Federal

§215.13

apency regulations impiementing £ G
12545 and 1%68%, “DLebarment and Sus-
pension.” Under those regulations, cer-
1ain parties whe are debarred, sus-
pended or otherwise excluded may not
ke participante or principals in Federal
assistance awarde and subawards, and
in certain contracts under those
awards and subawards.

176 FE 51879, Aug. 31, 2005]

£215.14 Special award conditions.

If an applicant or recipient: has a his-
tory of poor performance, is not finan-
cially stable, has a2 management sys-
tem that does not meet the standards
prescribed in this part, has not con-
formed to the terms and conditions of
& previous award, or is not otherwise
responsible, Federal awarding agencies
may impose additional requirements ag
needed, provided that such applicant or
recipient is notified in writing as to:
the nature of the additional require-
ments, the reason why the additicnal
requirements are being imposed, the
nature of the corrective action needed,
the time allowed for completing the
corrective actions, and the method for
requesting reconsideration of the aadi-
tional reguirements imposed. Any spe-
cial conditions shall be promptly re-
moved once the conditions that
rrompted them have besn corrected.

£215.15 Metrie
ment.

The Metric Conversion Act, as
amended by the Omnibus Trade and
Competitiveness Act (15 U.5.C. 205) de-
clares that the metric system is the
preferred measurement system for U.S.
trade and commerce. The Act requires
esach Federal agency to establish a date
or dates in consultation with the Sec-
retary of Commerce, when the metric
system of measurement will be used in
the agency’s procurements, grants, and
other pusiness-related activities. Met-
ric implementation may lake longer
where the use of the systermn is initially
impractical or likely to cause signifi-
cant inefficiencies in the accomplish-
ment of {federally-funded activities.
Federal awarding agencies shall follow
the provisions of E.O. 12770, “‘Meiric
Usage in Federal Government FPro-
grams®’ (66 FR 35601, § CFR, 1881 Comp..
P. 343).

system of measure-
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£ 815,16 Resource Conservation and

Recovery Act.

Under the Act, any State agency ar
agency of a political subdivision of a
State which is using appropriated Fed-
ara) funds must comply with section
4002 Section 8002 requires that pref-
erence be given in procurement pro-
grams to the purchase of specific prod-
nets conbaining recycled materials
identified in guldelines developed by
the Environmental Protection Agency
(EPA) (40 CFR parts 247-254), Accard-
ingly, State and local institutions of
higher edacation, hospitals, and non-
profit organizations that receive direct
FPederal awards or other Faderal funds
shall give preference in their procuare-
ment programs funded with Federal
funds to the purchase of recycled prod-
ucts purstant to the EPA guldelines.

§215.17 Certifications and representa-
fions.

Uniess prohibited by statuse or codi-
fied regulation, sach Federal awarding
agency is authorized and encouraged to
allow recipients to submit ocerbifi-
cations and representations reguired
by stattte, executive order, or regula-
tion on an annual basis, if the recipi-
ents have ongoing and continuing rela-
sionships with the agency. Annual cer-
tifications and representations shall be
signed by responsible officials with the
authority to ensure recipients’ compii-
ance with the pertinent reguirements.

Subpart C—Post Award
Requirements

FINANCIAL AND PROGRAM MANAGEMENT

§215.2¢6 Purpose of financial and pro-
gram management.

Sections 215.21 through 216.28 pre-
scribe standards for financial manage-
ment systerns, methods for making
payments and rules for: satisfying cost
sharing and matching requirements,
accounting for program income, budget
revision approvals, making audifs, de-
termining allowability of cost, and es-
tablishing fund availability.

$¢215.21 Standards for financial man-
agement systems.

(a) Federal awarding agencies shall

require recipients to reiate financial
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date to performance data and develop
gnit cost information whenever prac-
tical.

(0) Recipients' financial management
systems shall provide for the following.

(1) Accurate, current and compiete
disclosure ¢f the financial results of
each fedsrally-sponsored project or
program in accordance with the report-
ing requirements set forth in §216.52. If
a Federal awarding agsncy reguires re-
porting on an accrual basis from a re-
ciplent that maintains its records on
other than an accrual basis, the recipi-
ent shall not be required tc establish
an accrual accounting system. These
recipients may develop such accrual
data for its reports on the basis of an
analysis of the documentation cn hand.

(2) Records that identify adeguately
the source and application of funds for
federally-sponsored activifles. These
records shall contain information per-
taining to Federal awards, authoriza-
obligations, unobligated bal-
ances, assets, outlays, income and in-
terest.

(3) Bffective controi over and ac-
countability for all funds, property and
other assets. Reciplents shall ade-
quately safeguard all such assets and
agsure they are used solely for author-
ized purposes.

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

(5} Written procedures o minimize
the time elzpsing between the transfer
of funds to the recipient from the U.3.
Treasury and the issuance or redemp-
tion of checks, warrants or payments
by other means for program purposes
by the recipient. To the extent that the
provisions of the Cash Management Im-
provement Act (CMIA) (Pub. L. 101-453)
govern, payment methods of State
agencies, instrumentalities, and fiscal
agents shall be congistent with CMIA
Treasury-State Agreements or the
CMIA default procedares codified at 31
CFR part 206, “Withdrawal of Cash
from the Treasury for Advances under
frederal Grant and Other Programs.”

(6) Written procedures Ifor deter-
mining the reasonableness, allocability
and aliowability of costs in accerdance
with the provisions of the applicable
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Federal cos. principles and Lhe Lermes
zud conditbions of the award.

(7; Accounting records including cost
accounting records that are supported
by socurce docamentation.

‘) Where the Federal Government
guarantees or insures the repayment ol
money berrowed hy the recipient, the
Federal awarding agency, at its discre-
tion, may require adeguate bonding
and insurance if the bonding and insur-
ance requirements of the recipient are
not deemed adequate tc protect the in-
terest of the Federal Government.

{d) The Federal awarding agency may
reguire adeguate fidelity bond coverage
where the recipient lacks sufficient
coverage to protect the Federal Gov-
ernment’s interest.

() Where bonds are required in the
situations described above, the bonds
shall be cbtained from companies held-
ing certificates of anthority at accept-
able sureties, as prescribed in 31 CFR
part 223, “Surety Companies Doing
Business with the United States.”

§215.22 Payment.

(a) Payment methods shall minimize
the time elapsing between the transfer
of funds from the United States Treas-
ury and the issuance or redemption of
checks, warrants, or payment by other
meang by the reciplents. Payment
methods of State agenciss or insbtru-
mentalities shall be consistent with
Treasury-State CMIA agreements or
defanlt procedurss codified at 31 CFER
vart 205,

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

{1) Written procedures that minimize
the time elapsing between the {ransier
of funds and disbursement by the re-
cipient, and

(2} Financial menagement systems
that meet the standards for iund con-
trol and accountability azs establisned
in §215.21 Cash advances to a recipient
organization shall be ilimited to the
minimum amounts needed and Dbe
timed to be in accordance with the ac-
tual, immediate cash reguirements of
the recipieni organizaticn ip carrying
cut the purpose of the approved pro-
gram o©r project. The siming and
amount of cash advances shall be as
close 28 i adminisiratively feasible to

§218.22

the actua!l dispursements by the recipi-
ent organization {or direct prograi o
project costs and the proportionate
share of any allowable indirect costs.

(C) Whenever possible, advances shall
be conselidzned Lo cover anticipated
cash needs for all awards made by the
Federal awarding agency Lo the recipi-
ent.

{1} Advance payment mechanismes in-
clude, but are notv lirmited to, Treasary
check and elsctronic funds wransfer.

{Z) Advance payment mechanisms are
subjset to 31 CFR part 205

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

(d) Reqguestes for Treasury check ad-
vance payment shall be submittied on
S¥-270, “'Reguest for Advance or Reimi-
bursement,” or other forms as may be
authorized by OMB. This form is not to
be used when Treasury check advance
paymenis are made 10 the recipient
automatically through the use of a pre-
determined payment schedule or if pre-
cluded ©y special FPederal awarding
agency instroctions for electronic
funds transier.

{g) Reimbursement is the preferrec
methed when Ghe reguirements in
§215.12(b) cannot be met. Federal
awarding agencies may alsc nse this
method on any consiruction agree-
ment, or if the major portion of the
construction proiect 15 accomplished
through private market financing or
Federal loans, and the Federal assist-
ance constitutes a minor portien of the
project.

{1) When the reimbursernent method
is used, the Federa] awarding agency
shall make payment within 30 days
after receipt of the billing, unless the
billing is improper,

(2) Recipients shall be authorized to
submit reguest f{or reimbursement at
least monthly when electronic funds
trans{ers are not used.

Iy If & recipient cannot meet the cri-
teria for advence payments and the
Federal awarding agency hat deter-
mined that reimbursement is nob lea-
sible because the recipient lacks suffi-
cient working capital, the Federzl
awarding agency may provide cash on a
worliing capital advance basie. Under
this procedure, the Federzl awarding
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arency shall advance cash o the rs-
cipient to cover its estimatad disburse-
ment needs for an initial period gen-
erally geared to the awardee's dis-
hursing cycle. Thereafter, the Federal
awarding agency shall reimburse the
recipient for its actual cash disburse-
ments. The working capltal advance
method of payment shall not be used
for recipients unwilling or unable to
provide tlmely advances to their sub-
recipient to meet the subrecipient’s ac-
tual cash disbursements.

(@) To she sextent avallable, recipi-
ents shall disburse funds avaliable from
repayments to and interest earned onh &
revolving fund, program income, re-
bates, refunds, contract settlerments,
audit recoveries and interest earned on
auch funds before requesting additional
cash payments.

(h) Unless otherwise required by stat-
ute, Federal awarding agencies shall
not withhoid payments for proper
charges made by reciplents at any time
during the project period unless para-
graphs (X1) or (2) of this section
apply.

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

(2) The recipient or subreciplent is
delinquent in a debt to the United
States as defined in OMB Circular A—
120, *Managing Federal Credif Fro-
erams.” Under such conditions, the
Federal awarding agency rmajy, upon
reasonable notice, inform the recipient
that payments shall not be made for
obligations incurred after a specified
date until the conditions are corrected
or the indebtedness to the Federal Gov-
ernment is ligunidated.

(i) Standards governing fthe use of
hanks anrd other institutions as deposi-
vories of funds advanced under awards
are as follows. '

(1) Except for situations described in
paragraph (1X2) of this section, Federal
awarding agencies shall not require
separate depository accounts for funds
provided to a recipient or establish any
eligibility requirements for deposi-
taries for funds provided to a recipient.
However, recipients must be abie to ac-
count for the receipt, obligation and
sypenditure of funds.
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(2y Advances of Federal funds shall be
deposited and maintained in insured
accounts whenever possible.

(i} Consistent with the national goal
of expanding the opportunities for
women-owned and minority-owned
husiness enterprises, recipients shall be
encouraged to use women-owned and
minority-owned banks (a bank which is
owned at ieast 50 percent by women or
minority group members).

(k) Recipients shall matntain ad-
vances of Federal funds in interest
bearing accounts, unless paragraphs
(k)1), (2) or (3} of this section apply.

{1) The recipient receives less than
$120,000 in Federal awards per year.

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

{3) The deposditory would reguire an
average or minimum balance so high
that it would not be feasible within the
expected Federal and non-Federal cash
resources.

(1} For those entities where CMIA
and its implementing regulations at 31
CFR part 205 do not apply, interest
earned on Pederal advances deposited
in interest bearing accounts shall be
remitted znnually to Department of
Health and Human Services, Payment
Management System, Rockville, MD
20852, Interest amounts up to $250 per
year may be retained by ihe recipient
for administrative expense. Siate uni-
versities and hospltals shall comply
with CMIA, as it pertains to interest. If
an entity subject to CMIA uses its own
funds to pay pre-award costs for discre-
tionary awsards without prior written
approval from the Federal awarding
agency, it waives its right to recover
the interest under CMIA.

(m) Except as noted elsewhere in this
part, only the following forms shall be
autherized for the recipients in re-
guesting advanges and reimburse-
ments. Federal agencies shall not re-
quire more thar an original and two
copies of these forms. .

(1) S¥-270, Request for Advance or
Relmbursement. Each Federal award-
ing agency shall adopt the SF-270 as a
standard form for all nonconstruction
programs when electronic funds trans-
fer or predetermined advance methods
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wre mot used Federal awarding agen-
gles nowsver, have the option of GSing
this {orm {or cOMStruction Programs in
jiew of the 8F-271, “Outlay Report and
Eeguest for Reimbursement for Con-
svruction Programs.™'

(2; 87271, Outlay Report and Re-
guest for Reimbursement for Construc-
tior: Programg. Bach Federa]l awarding
agency shall adopu the SF-271 as the
standard {form to be used for reguesting
reimbursement Ior consiruction pro-
grams. However, a Federal awarding
agency may substitute the SF-270
when the Federal awarding agency de-
termmines that it provides adeguate in-
formation to meet Federal needs.

£215.23 Cost sharing or matching.

(a} Al contributions, including cash
and third party in-kind, shall be as-
cepted as part of the recipient’s cost
sharing or matching when such con-
tributions meet 211 of the following cri-
teria.

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

(2) Are not included as contributions
for any other {ederally-assisted project
OF PTOETAIN.

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

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

(b} Are not paid by the Federal Gov-
ernment under another award, except
where authorized by Federal statute to
be used for cost sharing or matching.

(8 Are provided for in the approved
budzet when required by the Federal
awarding agency,

(7} Conform to other provisions of
this part, as applicable.

(b) Unrecovered indirect costs may be
included as part of cost sharing or
matching only with the prier approval
of the Federal awarding agency.

{c) Valuss for recipient contributions
of services end property shall be esiab-
lished in accordance with the applica-
ble cost principles. If a Federal award-
ing agency authorizes recipients to do-
nate buildings or land for construction/
facilities acquisition projects or long-
term wuse, the vajue of the donatled
property for cost sharing or matching
shall De the lesser of payagraphs {ci{i)
or {2 of this secrion.
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{1; The cervified value of the remaln-
ing life of the property recorded in the
recipient's accounting records at the
Time of donatlon,

(25 The current falr market value.
However, when there g sufficient jus-
tification, the Federal awarding agen-
cy may approve the use of the current
tair market valne of the donated prop-
erty, even if il exceeds the certified
value at the time of donatlon to the
projecs.

(d) Volunteer services furnished by
professional and technical personnel,
consultants, and other skilled and un-
skilled labor may be counted as cost
sharing or matching if the service is an
integral and necessary part of an ap-
proved project or program. Rates for
volunteer services shall be consistent
with those paid for similar work in the
recipient’'s organization. In those in-
stances in which the reguired skills are
not found in the recipient organization,
rates shall be consistent with those
paid for gimilar work in the labor mar-
ket in which the recipient competes for
the kind of services involved. In either
case, paid fringe benefite that are rea-
sonabie, allowable, and aliocable may
be included in the vaination.

(e) When an emplover other than the
reciplent furnishes the services of an
employee, these services shall be val-
ued at the emplovee’s regular rate of
pay {plus an amount of fringe benefits
that are reasonable, allowable, and al-
locable, but exclusive of overhead
costs), provided these services are in
the same sgkill for which the smployee
1s normally paid.

{f) Donated supplies may include
such iterns as expendable equipment,
office supplies, laboratory supplies or
workshop and classroom  supplies,
Value assessed to donated supplies in-
cluded in the cost sparing or matching
share shall be reasonable and shall not
exceed the fair market value of the
property ai the time of the donation.

(g) The method used for determining
cost sharing or matching for donated
equipment, buildings and land Tor
which title passes ¢ the recipient may
differ according to the purpose of the
award, if paragraphs {g)(1} or (2) of this
section apply.

(1) 1f the purpose of the award is to
assist the recipient in the acguisition

eace 1 oF .20 paGes
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of equipment. buildings or iand, the
tosal value of the domated propercy
may be claimed as cost sharing or
matching.

{2y If the purpose of the award is to
support activities that require the use
of equipment, buildings or land, nor-
mally only depreciation or use charges
for equipment and buildings may be
made. However, the full value of equip-
ment or othar capital assets and fair
rental charges for land may be allowed.
provided that the Pederal awarding
agency has approved the charpges.

{n) The value of donated property
shall be determined in accordance with
the usual ascounting policies of the re-
cipient, with the following gqualifica~
tions.

(1) The value of donated land and
buildings shall not exceed its fair mar-
ket value at the time of donaticn to
the recipient as established by an inde-
pendent appraiser (e.g., certified real
property appraiser or General Services
Administration representative) and
certified by a responsibie official of the
recipient.

(2) The value of donated eguipment
shall not exceed the fair market value
of equipment of the same age ang con-
dition at the time of donation.

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

(4} The value of loaned equipment
shall not exceed {ts fair rental valne.

(5) The following requirements per-
tain $0 fthe recipient’s supporting
records for in-kind contributions from
third partles.

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

(1i) The bhasls for deterrmnining the
vatuation for personal service, mate-
rial, eguipment, bulidings and land
shall be documented.

§215.24 Program income.

() Federal awarding agencies shall
apply the standards set forth in this
section in requiring recipient organiza-
tions to0 account for program income

2 CFR Ch. i (1-1-D6 Edition)

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

(b)Y Excepi as provided in paragraph
(h) of thig section, program incorme
earned duaring the project period shall
be retained by the recipient and, in ac-
cordance with Federal awarding agency
regulations or the terms and condi-
tions of the award, shall be used in cne
or more of the ways listed in the fol-
iowing.

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

(2) Used to {inance the non-Federal
share of the project or program.

(3) Deducted from the total project or
program allowable cost in determining
the net allowable costs on which the
Federal share of costs is based.

(c) When an agency authorizes the
disposgition of program income as de-
seribed in paragraphs (B)(2) or (bX2) of
this section, program income in excess
of any limits stipulated shall be used in
accordance with paragrapn (b¥3) of
this section.

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

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

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

1
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(g Froceeds from the sale of property
shall be handied in accordance with the
reguirements ©of the Property Stand-
ards (see §210.30 througl §215.37;.

() Unless Federa! awarding agency
regulations or the termg and condition
of the award provide otherwise, recipi-
ente shall nave no obligation to bhe
Federal Government with respect te
program income earned from licenst
fees and royalties Jor copyrighted ma-
terial, patents, patent applications,
trademarks, and inventions produced
under an award. However, Patent and
Trademark Amendments (35 U.8.C. 18}
aDPIY¥ to inventions made ander an ex-
perimental, developmental, or research
award

£215.25 Revision of budget and pro-
gram plans.

{a) Tne budget plan is the firancial
expression of the project or Program as
approved during the award process. It
may inclode either the Federal and
non-Faderal snhare, or anly the Federal
share, depending upcn Federal award-
ing agency reguirements. 1t shall be re-
latef to periormance for program eval-
uabion purposes whenever appropriate.

(b} Recipients are regiiired to report
deviations from budget ané program
plans, and reguest prior approvals {or
budget and program plan revisions, in
accoréance with this section.

() For nonconstruction awards, re-
cipiepts shall regquest prior approvals
from Federal awarding agencies for one
or more of the following program or
bundget related reasons,

(1) Change in the scope or the objec-
tive of the proiect or program (even if
inere is no asspciated budget revision
requiring prior written approval),

{2; Change in a Xey person specified
in the application or award document.

(3) The absence for more than three
months, or a 25 percent reduction in
time devoted te the project, by the ap-
proved project director or principal in-
vestigator.

(4) The need for additional Federal
funding.

{6} The transfer of amounts budgeted
{or indirect costs 0 absort increases in
direct coste, or vice versa, if approval
is required by the Federal awarding
4 ency.

[

[
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&, The inclusion, unless waived by
the Federal awarding agency. of cosue
that require nrior approval in accord-
ance with any of the following, as ap-
plicable:

it 2 CFR part 220, “"Cost Principles
for BEdueational Institutions (OME Cir-
cular A-Z1LY

(i) 2 CFR part 230, “Cost Principles
for Nor-Profit Organizations (OME Cir-
cular A-122);"

(iiiy 45 CFE part 74, Appendix E,
“Principles for Determining Costs Ap-
plicable toc Research and Developrnent
under Grants and Contracts with Hos-
pitals," and

(iv} 48 CFR part 31, “Contract Cost
rinciples and Procedures. ™

{7y The transfer of funds allotted for
training allowances {direct payment 1o
trainees) to ovher categories of ex-
DENse.

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

(d) No cther prior approval require-
ments for specific iterms may be im-
posed unless a deviation has been ap-
proved by OMEB.

{e) Bxcept for requirements listed in
paragraphs ()1} and {c)(4) of this sec-
tion, Federal awarding agencies are au-
thorized, at their option, to walve cost-
related and administrative prior writ-
ten approvals reguired by 2 CFR parts
220 and 230 (OMBEB Circulars A-2! and A~
22). Buch waivers may include author-
izing recipients to do any omne or more
of the {ollowing.

(1} Incur pre-gward costs 80 calendar
daye prior to award or more than 90
calendar days with the prior approval
of the Federal awarding agency. All
pre-award coste are incarred at the re-
cipient’s risk (i.e., the Federal award-
ing agency iz under no obligation to re-
imburse such cosis i for any reasocn
the recipient does not receive an award
or if the award is less than anticipated
and inadeguate to cOVeT such costs).

{2} Initiate a one-time extension of
the expiration date of the award of up
to 12 months unless one or more of the
{ollowing conditions apply. For one-

<
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timea exiensions, the recipient mush no-
tify the Federal awarding agency in
writing with the supporting reasons
and revised expiration date at least 10
days before the expiration date speci-
fied in the award. This one-time exten-
ston may not be exercised merely for
the purpose of using uncbligated bal-
ances.

{1} The terms and conditions of award
prohibit the extension,

(i1y The extension requires additional
Federal funds.

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

(3) Carry forward unobligated bal-
ances to subseguent funding pericds.

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

(f) The Federal awarding agency
may, ab its option, restrict the transfer
of funds among direct cost categories
or programs, functions and activities
for awards in which the Federal share
of the project exceeds §100,000 and the
cumulative amcunt of such fransfers
exceeds or is expected to exceed 10 per-
cent of the total budget as last ap-
proved by the Federal awarding agen-
cy. No Faderal awarding agency shall
permit a transfer that would canse any
Federal appropriation or part thersof
to be used for purposes other than
those congistent with the original in-
tent of the appropriation.

(g} A1l other changes to nonconstruc-
tion budgets, except for the changes de-
seribed in paragraph {§) of this section,
do not require prior approval.

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

{1) The revision results from changes
in the scope or the ghjestive of the
project or program.

(2) The need arises for additional
Federa] funds to complete the project.

52

2 CFR Ch. Il (1-1-04 Edition}

{3) A revision s desired whieh in-
volves specific costs for which prior
written approval requirements may be
imposed consistent with applicable
OMB cost principles listed In §215.27.

(i) No ether prior approval require-
ments for specific ltems may be Im-
posed unless a deviation has been ap-
proved by OMB,

(j) When a Federal awarding agency
makes an award that provides support
for both construction and nonconstroc-
ticn work, the Pederal awarding agen-
¢y may require the recipient to reguest
prior approval from the Federal award-
ing agency before making any fund or
budget transfars between the two types
of work supported.

(k) For both construction and non-
construction awards, Federal awarding
agenclies shall require recipients to no-
tify the Federal awarding agency in
writing promptly whenever the amount
of Federal authorized funds is expected
to exceed the needs of the recipient for
the project pericd by more than $5000
or five percent of the Federazl award,
whichever i8 greater. This notification
shall no§ be reguired if an application
for additional funding is submitted for
a continuation award.

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

(m) Within 30 calendar days from the
date of receipt of the request for budg-
et revigions, Federal awarding agencies
shall review the request and notify the
recipient whether the budgef revisions
have heen approved. If the revision is
s6ill under consideration at the end of
30 calendar days, the Federal awarding
agency shaill inform the recipient in
writing of the date when the recipient
may expect the decision.

[69 FR 26281, May 11, 2004, as amended at 70
FR 51880, Auwg. 31, 2005]

§215.28 Non-Federal audits,

(a) Recipients and subrecipients that
are institutions of higher education or
other non-profit organizations (Includ-
ing hospitals) shall be subject to the
audit requirements contained in the
Single Audit Act Amendments of 1996
(31 U.3.C. 7501-7507) and revised QMB
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Oircular  A£-138. vAudils of  Sleles,
Tocal Governments and Non-Frofit Or-
canizalions

n, State and local governments shall
be sunject Lo the andli requirements
contained in the Single Audit Act
smendrments of 1996 (31 U.S.C. 75601-
7507) and revised OME Circular A-132
cAandits of States, Local Governmenis,
and Non-Profiy Organizations.”

(¢} For-profit hospitals not covered
by the audit provisions of revised OME
Circular A£-133 shall be subject Lo the
audit requirements of the Federal
awarding agencies.

(d) Commercizl organizations shall
e subject Lo the audit reguirements of
the Federal awarding agency or the
prime recipient as incorporated into
the award document.

£215.27 Allowable costs.

For each kind of recipient, there is a
set of Federal principles Ior deter-
mining aliowable costs. Allowability of
costs shall be deterrnined in accord-
ance with the cost principles applicable
te the entity incurring the costs. Thus,
allowability of cosbs incurred by State,
local or f{ederally-recognized Indian
tribal governmente is determined in
accordance with the provisions of 2
CFR part 225, “Cost Principles for
State, Local. and Indian Tribal Govern-
ments {OME Cirgular A-87." The allow-
ability of costs incurred by non-profit
organizations is determined in accord-
ance with the provisions of 2 CFR part
230, “Cost Principles for Non-FProfit Or-
ganizations (OMB Circular A-122)."" The
allowability of costs incurred by insti-
tutions of higher eduncation is deter-
mined in accordance with the provi-
siong of 2 CFR part 220, “Cost Prin-
ciples for Educaticnal Instituticns
(OMBE Circular A-21)."" The allowability
of costs incurred Dy hospitals is deter-
mined in accordance with the provi-
sione of Appendix E of 45 CFR part 74,
“Principles for Determining Costs Ap-
piicable to REesearch and Development
Under Grants and Contracts with Hos-
pitals,”” The allowability of costs in-
curred by commercial organizations
and those non-profity organizations list-
ed in Attachment C vo Clircular A-122 is
getermined in accordance with the pro-
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£215.29

vigiong ol the Federz! Licguisitior Reg-
ulation {FALE; at 48 CFE part 41.

{7 FER 51BBG, Aug. 32, 2006]

§215.28 Period of availability of funds.

Where 2 funding period iz specified, a
reciplent may charge to the grant only
allowable costs resulting from obliga-
tions incurred during the funding pe-
rioéd and any pre-zward coste author-
ized Dy the Federal awarding agency.

£215.29 Conditional exemptions.

(a) OMB authorizes conditional ex-
emplion from OM3E administrative re-
quirementis and cost principles circu-
lars for certain Federal programs with
staratorily-authorized consolidated
planning and consolidated administra-
tive funding, that are identified by 2
Federal agency and approved by ilhe
head of the Executive department or
sstablishment. & Federal agency shall
consult with OMPE during ite consider-
ation of whether to grant such an ex-
emption.

(o) To promote efficiency in State
and local oprogram administration,
when Federal non-entitlement pro-
grams with common puarposss have spe-
cific statutorily-authorized consoli-
dated planning and consolidated ad-
ministrative funding and where most of
the State agency's resources come
from non-Federal scurces, Federal
agencies may exempt these covered
State-administered, norn-entitlement
grant programs from certain OME
grants management reguirements. The
exempiions would be from:

(1) The requirements in 2 CFE part
2256, 'Cost Principles for Suate, Local,
and Indian Tribal Governments {OMB
Circular A-B7)" other than the
allocability of coste provisions that are
conteined in subsection C.3 of Appendix
A Lo that part;

{2) The requirements in 2 CFR part
220, “'Cost Principles for Edacational
Institutions (OMB Circular A-21)"
other than the allocability of costs pro-
vigions that are contalined 1n paragraph
C.4in section C of the 4ppendlx to that
part;

(3) The reguirements in 2 CFR part
23¢, “'Cost Principies for Non-Profit Or-
ganizgations (OMB Circular A-122)"

~ —
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§215.30

other than the allocabilisy of costs pro-
visions bhat are in paragrabh A4 in
section A of Appendix A to that part;

{41 The administrative requirements
provisions of part 215 (OMB Circular A-
110, “Uniform Administrative Reguire-
mernts for Grants and Agreemeants with
Institutions of Higher Education, Hos-
pitals, and Other Non-Profit Organiza-
tions,"'); and

{5} The agencles' grants managemsnt
common rile (see §215.5).

(c) When a Federal agency provides
this flexibility, as a prerequisite to a
State’'s exercising this option, a State
must adopt its own written fiscal and
administrative requirements for ex-
pending and accounting for all funds,
which are consistent with the provi-
sions of 2 CFR part 225, “Cost Prin-
ciples for State, Local, and Indian
Tribal Governments (OMB Circular A~
87y and extend such policies to all sub-
recipients. Thege fiscal and administra-
tive requirements must be sufficiently
specific to ensure that: funds are used
in compliance with all applicable Fed-
eral statutory and regulatory provi-
sions, costs are reazsonable and nec-
assary for operating these programs,
and funds are not be nsed for general
expenses reguired to carry out other
responsibilities of a State or its sub-
recipients.

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

PROPERTY STANDARDS

§215.30 Purpose of property stand.
ards.
Sections 21531 through 216.37 set

forth uniform standards governing
management and disposition of prop-
erty furnished by the Federal Govern-
ment whose cost was charged to a
project supported by a Federal award.
Federal awarding agencies shall re-
quire recipients 0 observe fhese stand-
ards under awards and shall not impose
additional requirements, unless specifi-
cally required by Federal statute. The
recipient may use itg own property
management standards and procedures
provided it observes the provisions of
§215.31 through §215.37.

a4
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§215.31

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

Insurance coverage,

§215.32 Real property.

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

{a) Title to real property shall vest in
the recipient subject to the condition
that the recipient shall ozse the real
property for the authorized purpose of
the project as long as it is needed and
ghall not encumber the property with-
out approval of the Federal awarding
agency.

{(b) The recipient shall obtain written
approval by the Federal awarding agen-
¢y for the use of real property in other
federally-sponsored projects when the
recipient determines that the propersy
is no longer needed for the purpose of
fhe oripinal project. Use in other
projects shall be limited to those under
federally-sponsored projects {i.e.,
awards) or programs that have pur-
poses consistent with those authorized
for support by the Federal awarding
agency.

(c) When the real property is no
longer needed as provided in para-
graphs (&) and (b) of this section, the
recipient shall reguest disposition in-
structions from the Federal awarding
agency or its successor ¥Federal award-
ing agency. The Federal awarding
agency shall observe one or more of the
following disposifion instructions.

{1) The recipient may be permitted to
retain title without further obligation
t0o the Federal Government after it
compensates the Federal Government
for that percentage of the current fair
market value of the property attrib-
utable to the Federal participation in
the project.

ATTACHMENT g/
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(%) The recipient may be direcied Lo
sell the propersy under guidellne:s pro-
vided by the Federal awarding agency
and pay vhe Federal Government for
that percentage of the current fair
market vaime of the property avtrib-
utable to the Federal participatior in
the project (afrer deducting actual and
ressonable selling and fix-up expenses,
if any, from the sales procesds). When
the rTecipient is authorized or required
tc 8ell the property, proper salee proce-
dures shal! be established that provide
{or competition to the extent prac-
ticable and result in the highest pos-
siple return,

(3) The recipient may be dirscted to
transfer title to the property to the
Federal Government or to an eligible
third party provided that, in suoch
cases, the recipient shall be entitied to
compensation for its atiributable per-
centage of the current fair market
value of the property.

§215.33 TFederally-owned and exempt
property,

(a) Federally-owned property. (1) Title
to federally-owned property remains
vested in the Federa! Government. Ee-
cipiente shall submit annually an in-
ventory listing of {federally-owned
property in their custedy to the Fed-
sral awarding agency. Upon cormnpletion
of the award or when the property ie no
longer needed, the recipient shall re-
port the property to the Federal award-
ing agency for further Federal agency
utilization.

(2) If the Federal awarding agency
has no further need {for the propersy, it
shall be declared excese and reporied to
the General Services Administration,
unless the Federal awarding agency
has statutory authority to dispose of
the property by alternative methods
(e.g., the autbority provided by the
Federal Technology Transfer Act (15
U.8.C. 370 (I)) tc donate research
eguipmen’ to educationsal and non-proi-
it organizations in accordance with
E.O. 12821, “Improving Mathematics
anf Science Education in Support of
the National Education Goals"” (57 FR
54285, 3 CFR, 1892 Comp., p. 323)). Ap-
propriate instructions shall be issued
Lo the recipient by the Federal award-
ing agency

il

o

§215.34

(i Erernt property Whsn suatotory
authority exisue, the Federal awarding
4Eency has The option Lo vesl title Lo
propervy acquired with Federal funde
ir; the recipient without further obliga-
tion to the Federzl Government and
under conditions the Federal awarding
agency considers appropriate. Such
property is “exemnpt property.” Should
4 Federal awarding agency nol estab-
lish conditions, vitle Lo exempt prop-
erty upon acquisition shall vest in the
recipient without further obiigaticn to
the Federal Government.

£215.34 Eguipment.

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

(b} The recipient shall not use equip-
ment acguired with Federal funds to
provide services 1o non-Federal outside
organizations for & fee that is less than
private companies charge for equiva-
lent services, unless specifically au-
thorized by Federal statute, for as long
as the Federal Government retains an
interest in the equipment.

{¢) The recipient shall use the equip-
ment in the project or program for
which it was acquired as long as need-
ed, whether or not the project or pro-
gram continues to be supported by Fed-
eral funds and shall not encumber the
property without approval of the Fed-
era] awarding agency. When no longer
needed for the original project or pro-
grain, the recipient shall use the equip-
ment in connection with its other fed-
erally-sponsored activities, in the {ol-
lowing order of priority:

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

(2y Activities sponscred by other Fed-
eral awarding agengies.

(d) During the time that eguipment
is used en the project or program for
which it was acquired, the recipient
shall make it available for use on other
projects or programs if such other use
will not interfere with the work on the
project or program for which the equip-
ment was originally acguired. First
preference for such other nse shall be
given o other projects Or pPrograms
sponsored by the Federal awarding
agency thal financed the equipment:;
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§215.34

second preference shall he given @
projects or programs sponsored by
nther Federal awarding ageuncies. If the
equipment is owned by the Federal
Covernrment, use on other activities
net sponsored by the Federal Govern-
ment shall be permisgible if authorized
by the Federal awarding agency. User
charges shall be treated as program in-
come.

{e) When acquiring replacement
aguipment, the recipient may use the
equipment to be replaced as trade-in or
se]l the equipment and use the pro-
ceeds (o offset the costs of the replace-
ment eguipment subject to the ap-
proval of the Federal awarding agency.

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

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

{1) A description of the equipment.

(i1) Manufacturer’'s serial number,
model number, Federal stock number,
national stock number, or other identi-
fication number,

{(iil) Source of the equipment. includ-
ing the award number.

(iv) Whether title vests in the recipi-
ent or the Faderal Government.

{v) Acquisition date (or date re-
ceived, if the equipment was furnished
Ly the Federal Government) and cost.

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

fvii) Location and condition of the
equipment and the date the informa-
tion was reported.

(viil) Unit acquisition cost.

(ix) Ultimate disposition data, in-
cluding gate of disposal and sales price
or the mathod used to determine cur-
rent fair market value where a recipt-
ent, compensates the Federal awarding
agency for its share.

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

(3) A physical inventory of equipment
shall be taken and the results rec-
onciled with the eguipment records at
least once every two years. Any dif-
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ferzneces  betwesen guantities deter-
mined by the physical inspection and
those shown in the accounting records
shall be investigated to determine the
canses of the difference. The recipient
shall, in connection with the inven-
tory, verify the existence, current uti-
lization, and continued need for the
squipment.

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

(5) Adequate maintenance procedurss
shall be implemented to keep the
equipment in good condition.

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

(g) When the recipient no longer
needs the equipment, the equipment
may be used for other activities in ac-
cordance with the following standards.
For equipment with a current per unit
fair market value of $5000 or more, the
recipient may retain the equipment for
other uses provided that compensation
is made to the oripinal Federal award-
ing agency or 1ts successor. The
amount of compensation shall be com-
puted by applying the percentage of
Federal participation in the cogt of the
original project or program to the cur-
rent fair market value of the equip-
ment. If the recipient has no need for
the equipment, the recipient shall re-
gquest disposifion instructions from the
Federal awarding agency. The Federal
awarding agency shall defermine
whether the eguipment can be used to
meet the agency's requirements. If no
requirement exists within that agency,
the availability of the equipment shall
be reported $o the General Services Ad-
ministration by the Federal awarding
agency to determine whether a require-
ment for the equipment exists in other
Federal agencies. The Federal award-
ing agency shall issue instructions to
the recipient no later than 120 calendar

1
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davs afier the reciplent's reguest and
the foliowing procedurss shall govern.

{1y If so instrucied or i disposition
instructione are 1ot issued within 120
calendar days after the recipient’s re-
gusest, the recipient shall sell the
eguipment and reimburse the Federal
awarding agency an amount computed
by applying to the szles proceeds the
perventvage of Federal participation in
the cost of the original project or pro-
gram. However, the recipient shall be
permitted to deduct and retain from
the Federal share $500 or ten percent of
the proceeds, whichever is less, for the
recipient’s seiling and handiing ex-
DENSEeE.

(2) 1f the recipient is instructed to
ship the eguipmen{ elsewhere, the re-
cipient shall be reimbursed by the Fed-
eral Government by an amount which
is computed by applying the percent-
age of the recipient’s participation in
the cost of the original project or pro-
gram bo the current fair market value
of the eguipment, plus any reasonable
shipping or interim storage costs in-
curred.

(3) If the recipient is imstructed to
otherwise dispose of the equipment, the
recipient shall be reimbursed by the
Pederal awarding agency for such costs
incurred in its dispesition.

(4) The Federal awarding agency may
reserve the right to transfer the title
to the Federal Government or to a
third party named by the Federal Gov-
ernment when such third party is oth-
erwise eligible under existing statutes.
Such transfer shall be subject to the
{ollowing standards.

(i The eguipment shall be appro-
pristely identified in the award or oth-
erwise mafe known Lo the recipient in
writing,

{ii) The Federal awarding agency
shzll  issue disposition imstructions
within 120 calendar days after receipt
of & final inventory. The final inven-
tory shall 1ist all equipment acguired
with grant funds and federzily-owned
equipment. If the Federal awarding
agency fails to issue disposition in-
structions within the 120 calendar day
period, the recipient shall apply the

standards of this section, as appro-
priate,
(iil) When 3Ihe TFederal awarding

agency exercises its right to take titie,

G|

§215.3¢

the sgulpment shaii be subjecl Lo The
provisions for federally-vwned equip-
ment.

£215.35 Supplies
able property.

and other expend-

{a) Title to supplies and other ex-
pendable property shall vest in the re-
cipient upon acquisition. If there is &
residual inventory of unused supplies
exceeding  $5000 1n  total aggregate
valne Upon termination or completion
of the project or program and the sup-
plies are not needed for any other fed-
erally-sponsored project or program,
the recipient shall retain the supplies
for use on non-Federal sponscred ac-
tivities or sell them, but shall, in ei-
ther case, compensate the Federal Gov-
sroment for its share The amount of
compensation shall be computed in the
same manner as for equipment.

(b The recipient shall not use sup-
plies acguired with Federal {umnds to
provide services 1o non-Federal outside
organizations for a fee that is less than
private companies charge for equiva-
lent services, unless specifically au-
thorized by Federal statute as long as
the Federal Government retains an in-
terest in the supplies.

§215.36 Intangible property.

{a) The recipient may copyright any
work thai is subject to copyright and
was developed, or for which ownership
was purchased, nnder an award. The
Federal awarding agency(ies) reserve a
royalty-free, nonexclugive and irrev-
ocabie 1ight to reproduce, publish, or
otherwise use the work for Federal pur-
poses, and to anthorize others to do sc.

(b) Recipients are subject to applica-
ble regulations governing patents and
inventions, inciuding government-wide
regulations issued by the Department
of GCommerce at 37 CFR part 401,
“Rights to Inventions Made by Non-
profit Organizations and Small Busi-
nesg Firme Under Government (Granis,
Contracts and Cooperative Agree-
ments.”’

{¢) The Federal Government has the
right to:

{1; Obtain, reproduce, publish or oth-
erwise use the data first produced
unger an award.

T
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§215.37

2} Authorize others Lo receive, repro-
duce, publish, or otherwise use such
date {ar Federal purposes.

fdY (1) In addition, 1n response to a
Preedom of Information Acy (FOILA) re-
guest for research data relating to pub-
lished research findings produced under
an award that was used by the Federal
Government in developing an agency
action that has the force and effsct of
law, the Federal awarding agency shall
request, znd the rectpient ghall pro-
vide, within a reasonable time, the re-
gearch data so that they can be made
available to the public through the pro-
cedures established under the FOIA. If
the Federal awarding agency obhtains
the research data solely in response to
a FOIA request, the agency may charge
the requester a reasonabie fee equaling
the full incremental cost of obtaining
the research data. This fee should re-
flect costs incurred by the agency, the
recipient, and the applicable subrecipi-
ents. This fee is in addition to any fees
the agency may assess under fthe FOIA
(5 U.S.C. 852(a)(4X}A)N.

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

(i) Research data is defined as the re-
corded factrzal material commonly ac-
cepted in the sclentific community as
necessary to vallidate research findings,
but not any of the following: Prelimi-
nary analyses, drafts of scientific pa-
pers, pians for future research, peer re-
views, or communications with col-
leagues. This “‘recorded” material ex-
cludes physical objects (e.g., laboratory
samples). Research data also do not in-
clude:

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

(B) Personnel and medical Informa-
tion and similar information the dis.
clogure of which would constitute a
clearly unwarranted invasion of per-
sonal privacy, such as information that
could be used fo identify a parvicular
person in a research study.

(i1} Published is defined as either
whern:

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

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

(B} A Federal agency publicly and of-
ficially cites the research findings in
support of an agency action that has
the force and effect of law.

{111} Used by the Federal Government
in developing an agency action that
has the force and effect of law ig de-
fined as when an agency publicly and
officially cltes the research findings in
suppert of an agency action that has
the force and effect of law.

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

[68 FR 26281, May 11, 2004, as amended at 70
I'R 51881, Aug. 31, 2005]

§215.37 Property trust relationship.

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

PROCUREMENT STANDARDS

§215.40 Purpose of
standards.

Sections 215.41 through 216.48 ss8t
forth standards for use by reciplents in
establishing procedures for the pro-
curement of supplies and other expend-
able property, equipment, real property
and other services with Federal funds.
These standards are furnished to en-
sure that such materials and services
are obtained in an effective manner
ang in compliznce with the provisions

procurement
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of applicanls Federal statutes and ex-
gculive orders. No additional procure-
ment standards or reguirements snall
pe imposed by the Federal awarding
apencies opon recipients, unless spe-
cifically required by Federal statute or
executive order or approved by OME.

¢215.41 HRecipient responsibilities.

The standards contained in this sec-
tion do not relieve the recipient of the
contractual responsivilities arising
under its contract{s). The recipient is
the respoasible authority, without re-
course to the Federal awarding agency,
regarding the settlement and satisfac-
tion of all contractual and administra-
tive issues arising out of procurements
entered into in support of an award or
other agreement. This includes dis-
putes, claims, protests of award, source
gvaluation or other matters of a con-
tractual nature. Matiers concerning
viclation of statute are to be referred
to such Federal, State or local anthor-
ity as may have proper jurisdiction.

t215.42 Codes of conduet.

The recipient shall maintain written
standards of conduct pgoverning the
periormance ol its employees engaged
in the award and administration of
contracts, No employee, officer, or
agent shall participate in the selsction,
award, or administration of a contract
supported by Federal funds if & real or
apparent conflict of interest would be
involved. Such a conflict would arise
when the employes, officer, or agent,
any member of his or her immediate
{fzmily, his or her partner, or an orga-
nization which employs or is about te
employ any of the parties indicated
herein, has 2 financial or other interest
in the firm selected for an award. The
officers, employees, and agente of the
recipient snall neigher solicit nor ac-
cept gratuities, {avors, or anything of
monetary value {rom contractors, or
parties to subagreements. However, re-
cipients may set standards for situa-
tione in which the financial interest is
not substantial or the gift is an unso-
livited item of nominal! wvalue. The
standards of conduct shall provide for
disciplinary actions %o De applied for
violations of such standards by offi-
cerg, employees, or agents of the re-
cipient.

o8

§215.44

L 215,43 Competition.

A1l procurement ransactions shall
be conducted in a manner to provide
to the maximum extent practiczl, open
and Iree competition. The recipent
shall e alert to corganizatgional con-
flicts of interest as well a8 noncompet:-
tive practices among contraciors that
may restrict or eliminate gompetition
or otherwise restrazin trade. In order to
ensure objectlve contractor periorm-
ance ang eliminate unfalr competitive
advantage, contractors that develop or
draft  specifications, reqguirements,
statements of work, invitaticns for
bids and/or requests for proposals shall
be excluded from competing for.sach
procuremsnts. Awards shall be made to
the bidder or offeror whose bid or offer
ie responsive Lo the solicitation angd is
most advantageons 1o the recipient,
price, quality and other {factors consid-
ered. Solicitations shall clearly set
forth all reguirements that the bidder
or offeror shall fulfill in order for the
bid or offer to be evaluabted by the re-
cipient. Any and all bids or offers may
be rejected when it is in the recipient’s
interest to do so.

§2156.44 Procurement procedures.

(a) ALl recipients shall establish writ-
ten procurement procedures. These
procedurss shall provide {or, at a min-
imum, that paragraphs (a)1), (2} and
(3) of this section apply.

(1) Recipients avoid purchasing un-
necessary items.

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

(3) Solicitations for goods and serv-
ices provide {or all of the following.

(i) 4 clear and accurate description
ol the technicai requirements for the
material, product or service to be pro-
cured. In competbitive procurements,
such a description shall not contain
features which unduly restrict com-
petition.

(i) Reguirements which the bidder/
offeror rnust fulfill and all other {ac-
tors to be used in evaluating bids or
propesals.

(111 A descripticon, whenever prao-
ticable, of technical requirements in
terms of functions to be performed or
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porformance  regaired, Including  the
range of acceptable characteristics or
minimum accepbable standards.

tiv) The specific features of ‘‘brand
name or equal" descriptions that bid-
ders are required to meet when such
iterns are included in the solicitation.

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

fvi) Prefersnce, to the extant prac-
ticable and economically fzasible, for
products and services that conserve
natural resources and protect the envi-
ronment and are energy efficient.

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

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

{(2) Make information on forthcoming
opportunities available and arrznge
time frames for purchases and con-
tracts to encourage and facilitate par-
ticipation by small businesses, minor-
ity-owned firms, and women's business
enferprises.

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

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

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

(5} Use the services and assistance, as
appropriate, of such organizations as
the Small Business Administration and
the Department of Commerce’s Minor-
ity Business Development Agency (n
the solicitation and gtilization of
small businesses, minorify-owned firms
and women'’s business enterprises.

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

{d) Contracts shall be made only with
responsible gontractors who possess
the potential ability to perform suc-
cessfully under the terms and condi-
tions of the proposed procurement.
Consideration shall be given te such
matters as contractor integrity, record
of past performance, financial and
technical resources or accessibllity to
other necessary resources. In certain
circumstances, contracts with certain
parties are restricted by agencies’ im-
plementation of E.O.5 12549 and 12689,
“Debarment and Suspension."

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

(1) A recipient’s procurement proce-
dures or operation fails to compiy with
the procurement standards in the Fed-
eral awarding agency's implementation
of this part,

{2) The procurement is expected to
exceed the small purchase threshold
flxed at 41 U.S.C. 403 (11) (currently
$25,000) and is to pe awarded without
competlition or only one bid or offer is
received In response Lo 4 solicisation.

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

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

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

§21545 Cost and price analysis.

Some form of cest or price analysis
shall be made and documented in the
procurement files in connection with

i
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every procurement action. Frice anal-
yele may De accomplished in various
waye, 1ncluding the comparison of
price guolations submitied, markst
prices and similar indicla, together
with discounts. Cost analysis is the re-
view and evaluation of each element of
cost 10 determine reasonableness,
allocability and allowability.

$215.46 Procurement records,

Procurement records and files for
purchases in excess of the small pur-
chase threshold shall inciude the fcl-
lowing at 2 minimurn:

{a.) Basis for contractor selection;

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

(c) Basis for award cost or price,

£21547 Contract administration.

A system for contract administration
shall be maintained to ensure con-
tractor conformance with the terms,
conditions and specifications of the
contract and to ensure adeguate and
timely follow up of all purchases. Re-
cipients shall evaluate contractor per-
{formance and document, as ADpro-
priate, whether contracbors have met
the terms, conditions and specifica-
tiong of the contract.

§215.48 Contract provisions.

The recipient shall include, in addi-
tion to provisions to define a sound and
complete agreement, the following pro-
visions in all contracts The [ollowing
provisions shall alsc be applied to sub-
contracts.

(a) Contracts in excess of the small
purchase threshold shall contain con-
tractual provisions or conditions fhat
allow for administrative, contractual,
cr legal remedies in instances in which
a contractor violates or Dreaches the
contract terms, and provide for such
remedial actions as may be appro-
priate,

(M Al contracts in excess of the
small purchase threshold shall contain
suitable provisions for termination by
the rscipient, including the manner by
which termination shall be effected
and the basis for settlement. In addi-
tlon, such contracts shall describe con-
ditions under which the contract may
he terminated for defaudt as well as

§215.48

conditiont wnere the contract may De
verminaied because 0l circumstances
beyong the conirol of the contraclor.

(o) Except as otherwise reguired by
statiute, an award thal reguires the
contracting {or subcontracting) Jor
construction or {acility improvements
shall provide {or the recipient to feliow
its own reguirements relating to bid
guarantees, periormance bonds, and
payment bonds uniess the constroction
contract or  subcontract exceeds
$100,000. For those contracts or sub-
contracts exceeding $100,000, the Fed-
eral awarding agency may zaccept tne
bonding pelicy and reguirements of the
recipient, provided the Federal award-
ing agency has made a determination
that the Federal Government’'s interest
i adequately protected. If such a de-
termination has not been made, the
minimum requirements shall be as {ol-
lows.

(1) & Did guarantee from each hidder
equivalent to five percent of the hid
price. The “hid guarantee® shall con-
sist of & {lrm commitment such as a
bid bond, certified check, or other ne-
gotiable instroment accompanylng =
bid as assurance that the bidder shall,
upon acceptance of his bid, execnte
such contractual decuments as may be
required within the time specified.

{2y & periormance bond con the part of
the contractor for 100 percent of the
cengract price. A ‘‘performance bond”
is one executed in commection with a
contract o segure fulfillment of all the
contractor's obligations under such
contract.

(3) & payment tond on the part of the
contractor for 100 percent of the con-
tract price. A “payment bond” is one
executed in connection with a coniract
to assure payment as reguired by stat-
ute of all persons supplying labor and
material in the execution of the work
provided for {n the contract.

(4) Where bonds are reguired in the
situations described herein, the bonds
shall be obtained from companies hold-
ing certificates of authority as accept-
able suretiegz pursuant to 31 CFR pari
223, "'Burety Companies Doing Business
with the Unlted Stabtes.”

{d) A1l negotiated contracts (except
those for lsss thap the small purchase
thresheld) awarded by recipients shali
include & provision to the effect that
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she recipient, the Federal awarding
agency, the Comptroller General of the
Unised States, or any of their duly au-
thorized representatives, shall have ac-
cess to any boolks, documents, papers
and records of the contractor which are
directly pertinent to a specific pro-
gram for the purpose of making audlis,

examinations, excerpts and tran-
scriptions.
te) All contracts, Including small

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

REPORTS AND RECORDS

§215.50 Purpose of reports and

records.

Sections Z215.61 through 215.63 set
forth the procedurss for monlitoring
and reparting on the recipient’s finan-
cial and program performance and the
necessary standard reporting forms.
They also set forth record retention re-
quirements.

§215.51 Monttoring and reporting pro-
gram performance.

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

(b) The Federal awarding agency
shall prescribe the freguency with
which the performance reports shail be
submitted. Except as provided In
§215.51¢f), performance reports shall
not be required more frequently than
quarterly or, less frequently than an-
nually. Annual reports shall be due 90
calendar days after the grant year:;
quarterly or semi-annual reports shall
he due 30 days after the reporting pe-
riod. The Federal awarding agency may
require annual reports befere the anni-
versary dates of multiple year awards
in lieu of these requirements. The final
performance reports are due 90 cal-
endar days after the expiration or ter-
mination of the award.

(c) If inappropriate, & final technical
or performance report shall not be re-
guired after completion of the project.

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

(dy Whnen required performance re-
ports shall penerally contain, for each
award, brief informetion on each of she
following.

(1) A comparison of actoal accotn-
piishments with the goals and objec-
tives established for ‘the period, the
findings of the investigator, or both.
Whenever appropriate and the output
of programs or projects can be readily
guantified. such quantitative data
should be related to cost data for com-
putation of unit costs.

(2) Reasons why established goals
were not met, if appropriate.

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

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

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

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

(h) PFederal awsarding agencies shall
comply with clearance requirements of
5 CFR part 1320 when requesting per-
fermance data from recipiente.

§215.52 Financial reporting.

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

(1) SF-289 or SF-269A, Financial Sta-
tus Report.

(i) Each Federai awarding agency
shall require recipients t0 use the S¥F-
268 or SF-268A to report the status of
funds for all noncenstruction projects
or programs. A Federal awarding agen-
¢y may, however, have the option of
not requiring the SF-269 or SF-269A
when the SF-270, Request for Advance
or Relrnburserment, or SF-272, Report
of Federal Cash Transactions, is deter-
mined to provide adeguate information
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LG ekl 1w needs, except that z final
ST-065 or S¥-2644 shall be reauired at
the compietion of vhe project when the
SF-276 ic used only for advances.

(117 The Federal awarding agency
ghall prescribe whether the report shall
be on & cash or accrual basis. 17 the
Federel awarding agency requires ac-
crual mformation and the recipient's
ACCOUNting records are DOT normally
kept on the accrual basis, the recipient
shall not be required to convert its ac-
counting system, but shall develop
such accrual information through best
estimates based on an analysis of the
documentation on hand.

{111y The Fedesral awarding agency
shall determine the freguency of the
Financial Status Report for each
project or prograrm, considering the
gsize and complexity of the particalar
project or program. However, the re-
port snall not be reguired moTe fre-
quently than guarteriy or less fre-
guently than annually. A final report
shall be reguired at the completion of
the apreement,

(iv) The Federa! awarding agency
shall require recipients to submit the
SF-259 or BF-269A (an original and no
more thar two copies) no later than 30
days after the end of each specifisd re-
porsing period for guarterly and semi-
annual reports, and 90 calendar days
for annual and final reports. Exten-
gions of reporting due dates may be ap-
proved by the Federal awarding agency
upon request of the recipient.

(2) SF-272, Report of Federal Jash
Transactions.

(i) When funds are advanced to re-
cipients the Federal awarding agency
shall reguire each recipient to submit
the S5F-272 and, Wwhen necessary, ite
continuation gheet, S¥-2123. The Fed-
eral awarfing agency shall use this re-
port to monitor cash advanced to re-
cipients and to obtain disbursement in-
{formation for each agreement with othe
recipients.

{ii) Federal awarding agencies may
reguire forecasts of Federal cash re-
guirements in the "“Remarks” section
01 the report.

{111) When practical and deemed nec-
essary, Federal awarding agencies may
require recipients to repert in tie
“ERemarks” section the smount of cash
sdvances received in excess of three
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Gays HRecipients shall provide short
narrative explaniations of atiions vaken
L reduce the excess balances.

{iv: Recipients shall pe required to
subrrnit not more than the original and
two copies of the SF-272 15 calendar
days following the end of each guarter
The Federal awarding agencies may re-
guire a rmonthly report {rom those re-
ciplents receiving advances Lotaling §i
million or more per year.

{v) Federal awarding agencies may
waive the reguirement for submission
of the SF-272 for any one of the {ol-
lowing reasons:

(A) When monthly advances 4o not
sxceed $25,000 per recipient, provided
that such advances are monitored
through other forms contained in this
section;

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

(C) When the electronic payment
mechanisms provide adeguate data.

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

(1y Wnen additional information is
needed to comply with legislative re-
guirements, Federal awarding agencies
ghall issue instructions Lo reguire re-
cipients to submit such information
under the “Remarks’’ saction 0f the re-
poris,

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

(3) Federal awarding agencles are en-
couraged to shade out any line item on
any report if nOT NeCessary.

(4) Federal swarding agencies may
accept the idenbical information {rom
the recipients in machine rsadable {or-
m&t or computer printouts or alsc-
tronic outputs in lieu of prescribed for-
mate.
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(55 Paderal awarding agencies muy
urovide computer or electronic ouiputs
to recipienfts when such ewpedites or
contributes to the accuracy of report-

ing.

$215.58 Retention and access require-
ments for records.

(a) This section sets forth reguire-
ments for record retention and access
to records for awards 0 recipients.
Federal awarding agencies shall not
impose any other record retention or
access requirements upon recipients.

(b) Financial records, supporting doc-
uments, statistical records, and all
other records periinent to an award
shall be retained for a period of three
vears from the date of submission of
the final expenditure report or, for
awards that are renewed gquarterly or
annually, from the date of the submis-
sion of the gquarterly or annual finan-
cial report, as authorized by the Fed-
ara) awarding agency. The only excep-
tions are the following.

{1) If any litigation, claim, or audit is
started before the expiration of the 3-
year period, the records shall be re-
tained until ail litigation, claims or
audit findings involving the records
have heen resoived and final action
faken.

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

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

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

{c) Copies of original records may be
substituted for the original records if
authorized by fthe Federai awarding
agency.

(d) The Federal awarding agency
shall request transfer of certain
records to its custody from recipients
when it determines that the records
possess long term retention value.
However, in order to aveid duplicate
recordkeeping, a Federal awarding
agpency may make arrangements for re-
cipients to retain any records that are
continuously needed for joint use.
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{eg) The Pederal awarding agency, the
Inspector General, Comptreller Gen-
eral of the United States, or any of
their duly authorized representatives,
have the right of timely and unre-
stricted access to any books, docu-
ments, papers, or other records of re-
cipients that are pertinent to the
awards, in order to make audits, ex-
aminations, excerpts, transcripts and
copiles of such doguments. This right
also includes timely and reasonable ac-
cess to 2 recipient’s personnel for the
purpose of interview and discussion re-
lated to such documents. The rights of
access ln this paragraph are not lim-
ited fo the reguired retention period,
but shall last as long as records are re-
tained.

(f) Unless reguired by statute, no
Federal awarding agency shall place
restrictions on recipients that lmit
public access to the records of recipi-
ents that are pertinent §o an award, ex-
cept when the Federal awarding agency
can demonstrate fthat such reocords
shall be kept confidential and would
have been exempted from disclosure
pursuant to the Freedom of Informa-
tlon Act (5 U.S.C. 552) if the records
had belonged to the Federal awarding
AgENCY.

(g) Indirect cost rate proposals, cost al-
locations plans, efc. Parazgraphs (g)1)
and (gX2) of this section apply to the
following types of documents, and their
supporting records: indirect cost rate
computations or proposals, cost alloca-
ticn plans, and any similar accounting
computations of the rate at which a
particular group of costs is chargeable
(such as computer usage chargeback

rates or composite fringe benefit
rates).

(1) If submitted for negotiction. If the
recipient subrits to the Federal

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

{2y If not submitied for negotiation. If
the recipient is not required {o submit
to the Federal awarding agency or the
subrecipient is 1ot reguired to submit
to the recipient the proposal, plan, or
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otner computasion ior negotiztion pur-
poses, then the 3-year retentioh period
for the proposal, plan, or othier com-
puvation and its sapporting records
starte at the end of the fiscal year (or
other accounting period) covered Dby
the proposal, plan, or Oother COMPULA-
tion.

TERMINATIOR AND ENFORCEMENT

$215.60 Purpose of terminegtion and
enforcement.
Sections 216.61 and 21562 set forth
uniform suspensicn, termination and
enforcement procedures.

§215.61 Termination.

() Awards may be terminated im
whole or in part only i paragraphs
(a)(1), (2) or (8) of this section AppIY.

{1y By the Federal awarding agency,
if & recipient rmaterially fails to com-
ply with the terms and conditions of an
award.

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

{3} By the reciplent upen sending to
the Federal awarding agency written
notification setting forth the reasons
{or suck termination, ithe effecfive
date, and, in the case of partial termi-
nation, the portlen to be terminated.
Iiowever, if the Federal awarding agen-
cy determines in the case of partial
termination that the reduced or modi-
fled portion of the grant will not ac-
complish the purposes for which the
grant was made, it may terminate the
grant in its entirety under either para-
graphs (a)(1} or {2) of this section.

(by 1f ecosts are allowed under an
award, bhe responsibilities of the re-
cipient referred to in §215.71(2), includ-
ing those {or property management as
applicable, shall be considered in the
termination of the award, and provi-
sion shall be made for continuing re-
sponsibllities of the recipient afver ter-
mination, as appropriate.

§216.62

‘a) Remedies for noncompliance. If & re-
cipient meierially {ails to comply with

Enforcement.
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e Lerme angé conditions of an awarg,
whether stated in & Federal statute,
regulation, assurance, application., or
notice of award, the Federal awarding
agency may, in addition 1w imposing
any of the special conditions outlined
in §218.14, teke one or more of the {fol-
iowing actions, as appropriate in the
CITCHUINSLANCES.

{1y Temporarily withhold cash pay-
ments pending correction of the defi-
ciency by the recipient or more severe
enforcement action by the Federal
awarding agency.

{2) Disallow (that is, deny both use of
funds and any applicable matching
credit for) all or part of the cost of the
activity or action not in compliance.

{3) Wholly or partly suspend or ter-
nyinate the current award.

{4) Withhold further awards for the
project, or program.

{5 Take other remedies that may e
legally available.

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

(cy Effects of suspension and iermi-
nution. Costs of a recipient resnlting
from obligations incurred by the re-
cipient during a suspension or afier
termination of an award are not allow-
able unless the zwarding agency ex-
pressly authorizes them in the notice
ol suspension Oor termination or subse-
guently. Other recipient costs during
suspension or after termination which
are necessary and not reasonably
avoidable are allowable 1f paragraphs
(cy1) and (2) of this section apply.

(1) The costs result from obligations
which were properly incurred by the re-
cipient beicre the effective date of sus-
pension or terminabion, are not in an-
ticipatvion of it, and in the case of 2 ter-
mination, are noncancellable.

{2y The costs would he allowable if
tne award were not suspended or ex-
pired normally at the end of the fund-
ing pericd in which the termination
takes effect.

(d} Relutionship te deborment cnd sus-
pension, 'The enforcement remedies
identvified in this section, including
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suspension and rtermination, do not
preclude a recipient {rom heing sublect
to debarment and suspension under
E 0.5 12549 and 12689 and the Federal
awarding agency implementing regula-
tions (see §215.13).

Subpart D—After-the-Award
Requirements

§215.70 Purpose.

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

§215.71 Closeout procedures,

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

{B) Unless the Feaderal awarding agen-
¢y authorizes an extension, a recipient
shall Hquidate all obligations incurred
under the award not later than 90 cal-
endar days after the funding period or
the date of completion as specified in
the terms and conditions of the award
or in agency implementing instruc-
ions.

{¢) The Federal awarding agency
shall make prompt payments to a re-
cipient for allowable reimbursable
costs under the award heing closed out.

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

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

(fy The recipient shall account for
any real and personal propserty ac-
guired with Federal funds or received
from the Federat Government in ac-
cordance with §215.31 through §215.37.

{g) In the event a final audit has not
bheen performed prior to the closeout of
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ar award, the Federai awarding agency
ghall retain the right to recover an ap-
propriate amount after fully consid-
ering the recommendaticons on dis-
zllowed costs resulting from the final
audis.

§215.72 Suhbsequent adjustments and
continuing responsibilities.

(a) The closecut of an award does not

© affect any of the fellowing:
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{1) The right of the Federal awarding
agency to disallow costs and recover
funds on the basis of a later aundit or
other review.

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

{3) Audit reguirements in §218.26.

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

(5) Records retention zs required in
§215.53.

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

[68 FR 26281, May 11, 2004, a5 amended at 70
FR 51881, Aug. 31, 20051

§215.73 Collection of amounts due.

(2) Any funds paid to a recipient in
excess of the amount to which the re-
cipient is finally determined to be enti-
tled under the terms and conditions of
the award constitute & debt 5o the Fed-
eral Government. If not pald within a
reasonable period after the demand for
payment, the Federal awarding agency
mzay reduce the debt by paragraphs
(aX1), (2) or (3) of this section.

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

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

(3) Taking other action permisted by
statute.

{b) Except as otherwise provided by
law, the Faderal awarding agency shail
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OME Circulars and Guidance

charge inlerest OL an overdue debi in

accorgance with 4 CFR Chapter II,
“Federal Claims  Collection  Stand-
ards.”

APPENDIE & TO PART 21—O0NTRACT
PROVISIONS

A1) contracts, awarted by A recipient in-
clufing smell purchasss, shall coniain the
{ollowipg provisions as applicable:

1. Egual Employment Opporiunity—All con-
tracts shazll contain a provision reguiring
complience with E.C. 1i246, "Equal Employ-
ment COpportunity' (30 FE 12319, 12835, &
CFR, 19641865 Comp., p. 339, as amended by
E.0. 11276, v Amending Exscutive Order 1124€
Relating 1w Egual Bmployment Oppor-
tunity,” and as supplemented by regulations
at 41 CFR part 60, “'Office of Federal Con-
tract Compliance Pregrams, Egual Employ-
ment Oppertunity, Department of Labor.”

2. Copelond “Anti-Kickback' Act (18 U.5.C.
#74 and 40 U.5.C. 276c)—Al sontractks and sub-
grants in excess of 32000 {or construction or
repalr awarded by recipients and subrecipli-
ents shall include & provision {for compliance
with the Copeland “Anti-Kickback™ Act (18
U.E.C. 874), as supplemented by Department
aof Labor regulations (2§ CFR part 2, “Con-
sractors aht Subcontractors on Pablic Bulid-
ing or Public Work Pinanced in Whole or in
Part by Loans or Grants from the United
States'). The Act provides that each con-
tractor or subrecipient shall be prohibited
from inducing, hy aRy means any persch
empioyed in the construction, completion, or
repair of public work, to give up any part of
the compensation t0 which he is otherwise
entitied. The recipient shall report all sus-
pected or reported violatioms to the Faderal
AWAlding agency.

3. Davis-Bucon Act, us amended (40 U.S5.C.
276e 1o o~7}-When requirsd by Federal pro-
gram legislation, all construction contracts
awardsd by the recipients and subrecipients
of more than $2000 shall include a provision
for cempliance with the Davis-Bacon Act (40
U.B.C. 2762 10 -7} and as supplemented by
Department of Labor regulations (29 CFR
pari 5, "'Labor Btandargs Provisions Applica-
bie to Contracts Governing Federally Fi-
nanced and Assisted Construction') Under
this Act, contractors snall Le reguired 1 pay
wages 10 laborers and mechanies at 2 rabe
not less than the minimum wages specified
in 2 wage determination made by the Sec-
relary of Labor. In addition, contraciors
shzll be regrired to pay wages pot lgas Lhan
once 2 week. The reclpient shall place a Gopy
of the current prevalling wage determination
1ssued by the Departmen: of Labor if each
solicitation and the award of 2 contract shall
e conditioned opon the accepiance ol the
wage delermination. The recipient shall re-

a7

Pt 215, App. A

port all suspecied oF reportel violalion: Lo
the Federal awardlig agency.

4 Centract Work Hours and Sufety Stetaards
Act (40 U.S.C. 327-333)—Where applicable, all
conrracte awarded Dy recipients in excess of
320060 f{or construcilon confracls anG In ex-
cess of 32600 for other conlracls that involve
tne empleyment of mechanlues or laborers
shall include z provision {or compliance with
sections 102 and 107 of the Copuraci Work
Hours and Safety Standards Act (40 U.S.C
a27-333), &t supplemented by Department of
Labor regulations (28 CFR part 5). Under sac-
tion 102 of the Act, each contractor shall be
reguired to compute the wages of every me-
cnanic and laborer on the basis of 2 standard
work week of 40 hours, Work in excess of the
standard work week ig permissible provided
that the worker is compensated ail a rate of
not less than 1% times the Dasic rate of pay
{for all hours worked in excess of 40 hours in
the work weel. Section 107 of the Act is ap-
plicable to construction work and provides
that no laborer or mechanic shall be required
to work in surrcundings or under working
conditions which are unsanitary, hazardous
or dangercus. These requirements do not
apply to the purchases of sapplies or mate-
rialg or articles ordinarily available on the
open market, or contracts for transportation
or fransmission of intelligence.

5. Rights to Inventions Made Under a Con-
troct or Agreement—Contracts or agreements
for the performance of experimental, devel-
opmental, or research work shell provide for
the rights of the Federal Government and
the recipient in any resulting invention in
accordance with 37 CFR part 401, “Rights to
Inventiong Made by Noeonprofit Organizations
and Bmail Bumness Pirms Under Govern-
ment Grants, Contracts and Cooperative
Agreements ” and any bnplementing reguala-
tions issued by the awarding agency.

6. Clean Air Acl (42 U.S.C. 740! el seg.) and
the Federal Wuoter Peliution Control Act (33
U.5.C. 1251 et seq.) oy amended—Contracts
angd subgrants of amounts in excess of
$100,000 shall contain a provision that re-
gaires the reciplent 10 agree to comply with
all applicable stangards, orders or regula-
tions issued pursuant to the Clean Alr Act
(42 U.8.C. 7401 ef seq.} and the Federal Water
Pollution Control Act as amended (32 U.8.C.
1251 et seg.). Vielatlons shall be reported to
the Fadera) awsrding agency and the Re-
gional Office of the Environmental Protec-
tion Agency (BPA).

1. Byrd Anti-Lobbying Amendment (31 U.S C.
1352)—Coniractors who apply or bld for an
award of $100,000 or more shall flle the re-
guired certification. Each tier certifies to
the tier above that it will not and has not
ased Federal appropriated funds to pay any
person or crganization for influencing or at-
tempting to influence ar oificer or employee
of any agency, a4 member of Congress, officer
or employee of Congress. or an employee of 4

—————
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P, 220

member of Congress in connection with ob-
sashing any Federal contract, grant or any
cther award vovered by 31 U.5.C. 1352 Each
tler shall also disclose any lohbying with
non-Federal {unds that takes place in con-
nection with obtalning any Tederal zward.
Such disclosures are forwarded from Sier to
tler up to the recipient.

8. Debarment and Suspension (E.C.s 12549
and 12809—A contract award with an
amount expected 0 egual or exceed $25.000
and certain other contract awards (see 2 C¥R
180.220) shall not be made to parties listed on
the government-wide Bxcluded Parties Lilst
System, in accordance with the OME gulde-
lines at 2 CPR part 180 that tmplement E.O.8
12549 (3 CFR, 18986 Comp., p. 189) and 12689 (3
CFR, 1988 Comp., p. 235), "Debarment and
Suspension.” The Bxcluded Partles List Sys-
tem contains the names of parfies debarred,
suspended, or otherwise excluded by agen-
cles, a8 well as parties declared ineligible
pnder statutory or regulatory authority
other than E.O. 12548,

{69 FR. 26281, May I1, 2004, as amended at 70
FR. 31879, Aug. 31, 2005]

PARTS 216219 [RESERVED]

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

Sec.

220.5 Purpose,

220.10 Scope.

220.15 Policy.

220.20 Applicanillvy.

220.25 OMB responsibiiities.

220.30 Federal agency responsibilities.

220.35 Effective date of changes.

220.40 Relationship to previous iSsuance.

22045 Information contact.

APPRMDIX A 10 PART 220—PRINCIPLES POR DE-
TERMINING JOSTS AFPPLICABLE TO (RANTS,
CONTRACTS, AND OTHER AGREEMENTS WITH
EDUCATIONAL INSTITUTIONS

AUTHORITY: 31 U.B.C. 503; 31 U.8.C. 1111; 41
U.8.C. 405; Reorganization Plan No, 2 of 1970¢;
E.Q. 11541 356 FR 10737, 3 CFR, 1986-1370, p.
939,

SOURCE: 70 FR 51881, Aug. 31. 2006, unless
otherwise noted.

§220.5 Purpose.

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

68

2 CFR Ch. Hl (1-1-0D6 Ediiion}

§220.10 Scope.

The principles in this part deal with
the subject of cost determination, and
make no attempt to identify the cir-
cumstances or dictase the extent of
agency and Institutional participation
in the financing of a particular project.

rovision for profit or other increment
ahove cost is cutside the scope of this
part.

§220,15 Policy.

The principles in this part are de-
signed to provide that the Federal Gov-
ernment bear its fair share of total
costs, determined in accordance with
generally accepted accounting prin-
ciples, except where restricted or pro-
hibited by law. Apgencies are nof ex-
pected %0 piace additional restrictions
on individual ltems of cost. The suc-
cessful application of cost accounting
principles requires development of mu-
tual understanding between represent-
atives of educational institutions and
of the Federal Government as to their
scope, implementation, and inferpreta-
tion.

§220.20 Applicability.

(a) AYl Federal agencies that sponsor
researcn and development, training,
and other work at educational institc-
tions shall apply the provisions of Ap-
pendix A to this part in determining
the costs incurred for such work, The
principles shall also be used as a guide
in the pricing of fixed price or Jump
sum agreements.

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

§220.25 OMB responsibilities,

OMB is responsible for:

{a) Issulng and maintaining the guid-
ance in this part.

(b} Interpreting the policy require-
ments in this part and providing assist-
ance Lo ensure effective and efficient
implementation.
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T mEE HERDS (F THSTUTIVE DEPARRTMENTS ENL ESTABLISHMENTE

SUBJECT:  Cost Frincivles for Won-Frofaic Orgatlizetions

1. Purpcse. This Circular estab:ishes principles for determining costs ©
grants, contracts and other agreements with non-profit organizations. It does
not apply to coileges and universities which are covered by Office of Management
and Budget (OMB) Circular B-21, "Cost Principles for Educational Inst-tutions®;
State, local, and federalliy-recognized Indian trikal governments which zre
covered by OME Circular 2-87, "Cost Principles fox State, Local, and Indiarn
Tribal Governments”; or hospitals. The principles are designed to provide that
the Federal Government bear its falr share of costs except where restricred or
prohibited by law. The principles do not attempt to prescribe the extent of

coS% sharing or matching on grants, contracts, or other agreements. However,
such ¢ost sharing or matching shall not be accomplished through arbitrary
limitations on individuzl cost elements by Federazl agencies. Provision for
profit or other increment above cost is coutside the scope of this Circular.

2. Supersession. This Circular supersedes cost principles iegsued by individual
agencies for non-profit organizations.

3. Applicability.

a. These principles shall be used by all Federal sgencies in determining
the costs of work performed by non-profit organizations under grants,
cooperative agreements, cost reimbursement contracts, and other contracts in
which costs are used in pricing, administration, or settlement. 211 of these
instruments are hereafter referred to as awards. The principles do not apply to
awards under which an organization i1s not reguired to account to the Federal
Government for actual costs incurred.

. Bll cost reimbursement subawards (subgrants, subcontracts, etc.) are
subject to those Federal cost principles applicable to the particular
organization concerned. Thug, if & subaward is to a non-profit organization,
thieg Circular shall apply:; if & subaward is to & commercial organization, the
cost principles applicable to commercial concerns shall apply; if & subaward is
to a college or university, Circular 2-21 shall apply: if a subaward is to a
State, local, or federally-recognized Indian tribal government, Circular A-87
shall apply.
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For o Chis purpose, The o
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Tollieges and universities; {ii) hosp: i 3 V-
recognized Indlan tribal governments; {iv} OS5
non-profic organizations which are excluded from coverage of tnis Circular In
accordance with paragraph 5.
by . Prior approval means securing the awarding agency's permission in

advance to incur cost for those items that are designated as rsguiring prior
approval by the Circular. Generally this permission will be in writing. Where
an ltem of cost requiring prior approval is specified in the budget of an award,
approval of the budget constitutes approval of that cost.

5. Exclusion of some non-profit organizations. Some non-profit organizations,
bezause of their size and nature of operations, can be considered tCo be similar
to -ommercial concerns for purpose of applicability ¢f cost principles. Such
non-profit organizations shall operate under Federal cost pranciples applicable
to commercial concerns. A listing of these organizations i1s contained in
Attachment T. Other organizations may be added from time to time.

5. Responsibilities. Agencies responsible Zor administering programs that

invclve awards to non-profit organizations shall implement the provisions of
this Circular. Upon request, implementing instruction shall be furnished to
OMB. BAgencies shall designate a liaison official to serve as the agency
representative on matters ralating to the implementation of this Circular.
name and title of such representative shall be furnished to OMB within 30 days
of the date of this Circular.

n

7. BRttachments. The principles and related policy gu:des are sst forth in the
following Attachments:

Bttachment & - General Principles

Selected Items of Cost

w
1

ARttachment

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

this Circular when permissible under existing law. However, in the Ilnterest of
achieving maximum uniformity, excepilons will be permittfed only in Bighly
unusuzl circumstances.

B. Reguests for excepticns. OMP may grant exceptions to the reguirements of

9. Effective Date. The provisions of this Circular are =ffective immediatzaly.
Implementation shall be phased in by LnuorporaLﬂng the provisions into new
awards made after the start of the organization's next fiscal ysar. ror
existing awards, the new principles may be applied if an crganization and the
cognizant Federal agency agree. Barlier implementation, or a delay in
2 T .
ATTACHMENT
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ol Be accorded consistent freatment

& Be determirnad ir accordance with gesneraily accepted zscoounting
principles [GRAD)

f. Not be included &s a o208t or used o meet COsST sharing oY
ma ching raguivements of any otner federzlly-financed program in e2ither tThe

currant or a prior peraod.

adequately documented.
I b

jte]
o
0

riature or amgunt,
urred by a prudent pzrson under The
= the decislon was made o incur the cosis.

L5 costs mest bz scrutinized with

3. PReasonable costs. A Cos
17 does not exceed that which woul
sircumstances prevailling at the i

The gquestion of the reasonableness of specific

particular care in connection with organizations or separate divisions the 20t
which recsive the przponderance of their suppoert from awards made by Federal
agencies. 1In determining the reasorableness of a given cosi, consideration

shall be given to:

t is of a type genesrally rec

3 o 5 ordinary
n of the organization 2r the pe

a. Whether the co
z O the

and necessary foxr the operazi

award.
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(1) Is incurred specifically for the award.

(2] Benefits both the award and other work and can be
distributed in reasonable proportion o the benefits received, or

{3} 1Is necessary toc the overzll operation of the crganization,
although a direct relationship tc any particular cost objective cannot be shown.

b. Any cost allocable to a particular award or other cost objective
under these principles may not be shifted to other Federzl awards to overcome
funding deficiencies, or to aveoid restrictions imposed by law or by the terms of
the award.

5. Ripplicable credits.

a. The term applicable credits refers to those receipts, or
reducticn of expenditures which operate to offset or reduce expense items that
are allocable tc awards as direct or indirect costs. Typical examples of such
transactions are: purchase discounts, rebates or allowances, recoveries or
indemnities on losses, insurance refunds, and adjustments of overpayments or
erroneocus charges. - To the extent that such credits aceruing or received by the
organization relate to allowable cost, they shall be credited to the Federal
Government either as a cost reduction or cash reiund, as appropriate.

b. In some instances, the amounts received from the Federal
Government to finance organizational activitiss or service operations should ke
treated as applicable credits. Specifically, the concept of netting such credix
items against related expenditures should be applied by the organization iun
determining the rates or amounts to be charged to Federal awards for services
rendered whenever the facilities or other resources used in providing such
services have been financed directly, in whole or in part, by Federal funds.

c. For rules covering program income {i.e., gross income earned
from federally-supported activities) see Sec. .74 of Office of Management ang
Budget [(OMEB} Circular 2-110, "Uniform Administrative Reguirements for Grants and

Agreements with Institutions of Higher Educaticon, Hospitals, and Other Non-
Frofit Organizations.™
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Tondationsl exemptions
a OMEB authorlires condifional sxemptlon from OMB administrati
regulrenents and Ccost principles circulars for certain Federal programs wiih
scatutorily-autnorized consclidated planning and consolidated administrative
Tunding, that are identified by a ¥Federal &dency and approved by the head of
tne Brecutive depariment or establishment. & Faderal sgency shall consult wotn
OMB dur:ing ins consideration ol whether to grant such an exemptlon.

b, To promote efficiency in State and local program administretion,
when Federal non-entitlement programs with common purpeses have spec!
statutorily-authorized consolidated planning and Zonsolidated administrative
funding and whers most of the State agency's resources come from non-fFederal
sources, Federal! agencies may sxempt these covered State-administered, non-
entitlement grant programs from certain OMB ¢ranis management regulirements. Ths
exemprions would be from all but the allocability of costs provisions of OMB
Cireculars 2-87 (Attachment A, subseciion C.3), "Cost Principles for State,
LOCal and Indian Tribal Goveraments," B-21 (Section C, subpart 4), "Cost
rinciples for Educational Institutions,” and R-12Z {Attachment A, subsection
A.4), "Cost Principles for Nen-Profit Organizations,” and from zll of the

administrative reguirements provisions of OMB Circular A-3110, "Uniform
Administrative Requirements for Grants and Bgreements with Institutions of
Higher Education, Hospitals, and Other Non-Profit Organizations,'" and ths
agencies' grants management common rule.

4

s

c. When a Federal agency provides this flewibiiity, as a

eguisite tc a State's exercising this option, a State must adopt its own
ten fiscal and administrative requirements for expending and accounting fo

funds, which are consistent with the provisions of OMB Circular BA-87, and
ztend such policiaes to all subrecipients. These fiscal and administrative
requirements must be sufficilently specific to ensure that funds are used in
compliance with all applicable Federal statutory and regulatory provisions,
cos5ts are reasonable and necessary for operating these programs, and funds are
not be used for general sxpenses recuired to carry out other responsibilities of
2 State or its subrecipients.

3. Direct Costs

1. Direct costs are those that can be identified specifically with a
ticuiar final cost objective, i1.e., a particular award, project, service, or
er direct activity of an organization. However, a cost may not be assigned
n award as a direct cost if any other cost incurred for the same purpose, in
i circumstance, has been allocated to an award as an indirect cost. Costs
identified specifically with awards are direct costs of the awards and are to be
assigned directly thereto. Costs identified specifically with other final cost

8 —
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ol certair &
for examplie, C S I Lalé
= ThoUgh These £osts aze unéiliowapie f
ederal awards, tThey nonetheless must b
determiring indirect cost rates and be
's indirect costs if they represent ac
personnel, [Z} occupy space, and (2] b
ts
4 The costs of activities perfcrmed primarily as & service tc membhers,
clients, or the generzl public wnen significant znd necessary to the
crganizetiorn’s mission must be treated zs direct costs whether or not allowable
and be zllocated an eguitable share of indirect costs. Some examples of these
types of activitles include:

&. Malntenance of membership rolls, subscriptions, publications,
and related functions.

b. Providing services and information to members, legislative or
administrative bodies, or the public.

¢. Promotion, lobbving, and other forms cf public relations.
’ Ying j!

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

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

f. Administration ¢f group benefits on bekalf of members or
» zncluding life and hospital insuerance, annuity or retirement plans,
ial aid, etc.

C. Indirect Costs

1. Indirect costs are those that have been incurred for common or joint
objectives and cannot be readily identified with & particular fimal cost
objective. Direct cost of minor amounts may be treated as indirect costs under
the conditions described in subparagraph B.2. After direct costs have been
determined and assigned directly to awards or other work as appropriate,
indirect costs are those remaining to be allocated %o benefiting cost
objectives. 2 cost may not be allocated to an award as an indirect cost if any
other cost incurred for the same purpose, in like circums*tances, has besn
assigned tc an award as a direct cost.

2. Because of the diverse characteristics and accounting practices of
non-profit organizations, it is not pessible to specify the types of cost which
nay be Class fled as indirect cost ip a&ll situstions. However, typical examples
of indirect cost for many non-profit crgarizations mey include depreciation or

9 ATTACHMENT
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L. Allmzatiorn of Indirect CZosts and Determination of Indirsct Cost Bates

;,4
o
o

0
o
o

ization has only one major function, or
whers 231 its maior functions besnef: om its indirect costs to approzimately
the same degree, the allocation of indirect costs and tne computation of an

indirect cost rate may be accomplished through simplified azllocation precedures,

g. Where a npon-profit org
i t

e o

s described .in subparagraph Z.

ol

b. Where an organization has several major functions which benefit
from jts Indirect ©os%s in varying degrezes, alleocation of indirect cosis may
reguire :he accumulation of such cosis into separate cost groupings which zhan
are allocated individually to benefizing functions by means cof a base which best
measures the relative degree of benefit. The indirect costs allocatsd to zach
function are than distributed to individual awards and other activities included

ctlo
in that function by means of an indirect cost rate(s).

=. The determination of what constitutes an organization's major
functions will depend on its purpese in bzing; the types of services it randers
to the public, its clients, and its members; and the amount of effort it devotes
to such activities as ship activities.

fundraising, public information and membershi

d. Specific methods for allocating indirect costs and computing
st rates along with the conditions under which sach method should be
scribed 1in subparagraphs 2 through 5.

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

2. Simplified allocation method.

a. Where an organization's major functions benefit from its
indirect costs to approximately the same degree, the allocation of indirect
costs may be accomplished by (i) separating the crganization's total costs for
the base period as either direct or indirect, and (ii) dividing the total
2llowable indirect costs (net of applicable credits) by an equitable
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awarde o al
zuste sngll wroiude
unaliowaprle cosis whRich
in The direct costs under the congitions
c. Tne distribution base may be Total direct costs {sxcluding
capirtzl expenditures and other distorting ltems, such as major subcontracts or
supgrents), direct sglaries and wages, oY o,rez ;ase which resulte Zn an
eguitaple distribution. The distribution base shall generzlly exclude
participant supporxt costs as defined 1nm peragraph 32 of Attachment B.

d. Except where a special rate(s) is reguired in accordance with

subparagraph 5, the indirect cost rate developed under the above principles is
i i 11 awards at the organization. If a special rate(s} is reguired,
ifications shall be made in order to develop the speclial ratels).

am~

e. For an organization that receives more tharn $10 million in
Federal funding of direct costs in a fiscal year, s breakout of the indirsct
cost component intc two broad categories, Facilities and Administration as
defined in subparagraph C.3, is required. The rate in sach cazse shail be stated
as the percentage which the amount of the particular Indirect cost category
(i.e., Facilities or Administration) is cf the distribution base identified with

that category.
3. Mulriple zlleocation base method

a. General. Wnere an organization’s indirect costs benefit its
major functions in varying degrees, indirect costs shall be accumulated into
separate cost groupings, as described in subparagraph . Each grouping shail
then be zilocated individually to benefitting functions by means cf a base which
best measures the relative benefits. The default allecation bases by cost pocl
are described in subparagraph c.

b. Jdertification of indirect costs. Cost groupings shall be
established sc as to permit the allocation of each grouping on the basis of
benefits provided to the major functions. Each grouping shall constitute a pool
cf expenses that are of like character in terme of functions they benefit and In
terms of the allocation base which best measures the relative benefits provided
to each function. The grouplngs are classified within the tTwo broad categories:
"Facilities"™ and "Administration,” as described in subparagraph C.3. The
indirect cost pools are defined as follows:

(1) Depreciation and use allowances. The expenses under this
heading are the portion of the costs of the organization's buildings, capitzl
improvements to land and buildings, and egquipment which are computed in
accordance with paragraph 11 of Bttachment B {"Depreciation and use
a2llowances"y .
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share

14y General administration and general expenses. The expenses
under thls heading are those that have been incurred for the overall general
anses oI a

exacutive and administrative offices of the crganization and other 2u#p
general nature which do not relate sclely to any major Ifuncticen of the
organization. This category shall also include its allocable share of fringe
penefit costs, operation and maintenance expense, depreciation and use
allowances, and interest costs. Examples of this category include central
offices, such as the director's oZfice, the office of finance, business
services, hudget and planning, personnel, safety and risk management, general
counsel, management information systems, and library cests.

In developing this cost pool, special care should be exercised to ensure that
costs incurred for the same purpose in like circumsStances are treated

r direct or indirect costs. For sxample, salaries oif
t supplies, preoject publication, telepbone toll cha

consistently as eith
r < r

nsts, and specialized services costs shall be treat
25 a

£

tezhnical s:tzfif, p
computer <£0sTs, ra
direct costs wherev

a

W o~
0

M

(SRS

bt identiiiable teo a particular program. The salar
wages of administr ve and pocled clerical staff should ncormelly be tr
indirect costs. Direct charging of these costs may be appropriate wher
project or activity explicitly requires and budgets for administrative or
clerical services and other individuals involved can be identified with the
program or activity. Items such as office supplies, postage, local telephons
costs, periodicals and memberships should normally be treated as indirect costs.

c. ARllocation bases. Actual conditioms shall be taken into account
in selecting the base to be used in allocating the expenses in each grouping to
benefitting functions. The essential consideration in selecting a method or a
base is that it is the one best suited for assigning the pool of costs to cost
chjszctives in accordance with benefits derived; a traceable cause and effect
relationship; or legic and reascn, where neither the cause nor the effect of the
relationship is determinable. When an allocation can be made by assignment of a
cost grouping directly to the function benefited, the zllcocation shall ke made
in that manner. When the expenses in a cost grouping are more general in naturs,
the allocation shall be made through the use of a selected base which produces
results that are eguitable to both the Federal Government and the organization.
The distribution shall be made in accordance with the bases described herein
unless 1t can be demonstrated that the use c¢f a different base would result in a
more eguitable allocation of the costs, or that a more readily available base
would not increase the costs charged to sponsored awards. The rasults of
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(b} Depreciarvion or use &allowances on buildings usec for
more tThar one functaon, and on capitel ‘mprovements and eguipment used in such
buildings, shall he allocailed to thne individual Zunctions performea in cach
prilding on the basis of usable sguare feet of space, excluding common areas,
such &s hellways, stalrwells, and restrooms.

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

{i) the employees and other users on a full-time
egquivalent (FTE) basis or salaries and wages of those individual functicns
penefitting from the use of that space; or

(ii} organization-wide employese FTEs or salaries
and wages applicakbie to the bemefitting functions of the organization.

{d} Depreciation or use allowances on certain capital
improvements to land, such zs paved parking areas, fences, sgidewalks, and the
iike, not included in the cost of buildings, shall be allocated to user
categories on a FTE basis and distributed to major functions in proportion Lo
the salaries and wages of all empioyees applicable to the functions.

{?) Interest. Interest costs shall be allocated in the same
manner as the depreciation or use allowances cn the buildings, equipment and
capital eguipments to which the interest relates.

(3] Operation and maintenance expenses., Operation and
maintenance expenses shall be allocated in the same manner as the depreciation
and use allowances.

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

e

p —

d, Order of distribution.

{1) Indirect cost categories consisting of depreciation and
use zllowences, interest, operation and malntenance, and general administration
-
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. an Lndlrect CoLST Categury e Considarad
Toousad anne neary allocated to other cost oblectives, and costs s3hae .l no
D mhiaaguans avern to it Howswvey, a cross allocation of c2osts bhetueen
TRU3T MG custs zatzgories couid pe used LI su } o :
cesvlt o lnoa cable allocation oI costs if a zro
an appropriare igation o the composition oI the lndl
poorequilred,
e. Rpplilzavion of indirect cost rate or rates BRCcept whers o
special indirect costT rateis; 1s requirsed in accordance with subparagraph D.5,
the separate groupings of indirect costs ailocated to gach major Zfunciion shalil
B2 aggregated and treated as a common pool for that function. The costs in the
t

ommon pool shall

a
an e distributed o individual awards included iIn that
function by use of s

ingle indirect cost rate.

f. Distribution basis. Indirect costs shall be distributed to
applicable sponsored awards and other benefitting actfivities within each major
function on the basis cof MTDC. MTDC consists of all salaries and wages, £rings
benefits, matsrials and supplies, services, travel, and subgrants and
subcontracts up to the Tirst $25%,000 of esach subgrant or subcontract {regardle
f the period covered by the subgrant or subcontiract). Egquipment, capital
ayxpenditures, charges for patient care, rental costs and the portion in exces
525,000 shzil be excluded from MTDC. Participant support costs shall

nerally be =xcluded from MTDC. Other items may only be excluded when ths
Faderal cost cognizant agency determines that an exclusion Is necessary o avoid
a serious inequity in the distribution of indirect costs.

w
4]

i

W

oF
e

[

al Rate Components. An indirect cost rate shall bhe
rate indirect cost pool developed, The rate in zach
the percentage which the amount of the particular

pocl is of the distribution base identified with that pool. Each
t rate negotiation or determination agreement shall include

ment of the rate for each indirect cost pool as well as the overall

ct cost rate. The indirect cost pools shall be classified within two
broad categories: "Facilities" and "Administration," as described in
subparagraph C.3.

Direct allocation method.

iy

a. Some non-profit organizations treat all costs as direct costs
except general administration and general expenses. These organizations
generally separate their costs into three basic categories: {i) General
administration and general expenses, {(ii) fundraising, and (iii) other dirsct
functions (including projects performed under Federal awards}. Joint costs,
such as depreciation, rental costs, opsration and meintenance cf facilities,
telephene sxpenses, and the like are prorated individually as direct costs to
each category and to each award or other activity using a base most appropriate
to the particular cost beling prorated.

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

e

" U
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- yvates. Irn some instances, a single indirect
es of an organization or for each majer function of
be appropriate, since it would not tzke 1into account
which may substantially affect the indirect costs

those b nt =

applicaple to a particular segment cf work. For this purpose, a particular
segment of work may be that performed under a single award or 1t may consist of
work under a group of awards performed in a comuon environment. These Factors

may include the physical location of the work, the level of administrative
support required, the mature of the facilities or other resources emploved, the
scientific disciplines or technical skills involved, The organizational
arrangements used, or any comblnaticn thereof. When a particular segment of
work is performed in an environment which appears Lo generate a significantly
different level of indirect costs, provisicns should be made Ior a separate
indirect cost pool applicable te such work. The separate indirect cost pool
should be developed during the course of the regular allocation process, and the
separate indirect cost rate resulting therefrom should be used, provided it is
determined —hat (i) the rate differs significantly from that which would have
been obtazined under subparagraphs 2, 3, and 4, and (ii] the volume of work to
which the rate would apply i3 material.

E. DNegotiation and kpproval of Indirect Cost Rates

1. Definitions. As used in this section, the following terms have the
meanings set
forth be.ow:

&. Cognirant agency means the Federal agency responsible for
negotiating and approving indirect cost rates for a mon-profit organization on
behalf of zil Federal agencies.

. Predetermined rate means an indirect cost rate, applicable to a
specified current or future period, usually the organization's fiscal year. The
rate is based on an estimate of the costs to be incurred during the period. 2
predetermined rate is not subject to adjustment.

c. Firxed rate means an indirect cost rate which has the same
characteristics as a predetermined rate, except thet the difference Letween the
estimated costs and the actual costs of the period covered by the rate is
carried forward as an adjustment to the rate computation of a subseguent period.

4. Finsl rate means an indirect cost rate applicable to a specified
past period which is based on the actuel costs of the period. & final rate is
* subiject to adjustment.
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Z. Megotiation and approval of rates.
a. Urless different arrangements are agreed o by the agencies

moncerned, the Federal agency with the largest dollar value of awards with an
organization will be designated as the cognizant agency for the negotiation and
approval of the indirect cost rates and, where necessary, other rates such as
fringe benefit and computer charge-out rates. Once an agency 1s ascsigned
cognizance for a particular non-profit organization, %he assignment will not be
changed unless there 15 a major long-term shift in the dollar volume of the

Federal awards to the organization. Bll zoncerned Federal agencies shall be
given the opportunity to participate in the negotiation process but, after a
2 has been agreed upon, it will be accepted by all Federal agencies. When a

rat
Tederal agency has reason to believe that special operating factors affecting
te awards necessitate special indirect cost rates in accordance with
subparagraph D.5, it will, prior to the time the rates ars negotiated, notify
cthe cogniczant agency.

n. A non-proflit organization which has not previously =ssta
Federal agency shall submit its initial 1
he

an indireci cost rate with a Fede ndi
cost proposal lmmediately after © organization is advised that an award will
e made and, in no event, later than three months after the efifective date of
the award.

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

(

d. B predetermined rate may be negotiated for use on awards where
there is reasonable assurance, based con past experience and reliable projection
of the organization's costs, that the rate is not likely to exceed a rate pased

o the organization's actual costs.

e. Fixed rates may be negotiated where predefermined rates ar
considered appropriate. A fized rate, however, shall not be negotiated if (i}
all or a substantial peortion of the organization's awards are expected to exp
befpre the carry-forward adjustment can be made; {(il) the mix of Federal and
non-¥Federal work at the organization is too erratic to permit an eguitable
carry-forward adjustment:; or (iii) the organizaticn's operations fluctuate
significantly from year toc year.

hall be negeotiated where neither

g
In}

f ovisicnal and Ifin
predetermined nor Zized rates are a
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Adverticsing and pub o re
Advisory counclis

Z0sTS

Compensation Ior persongl servica

Contingsancy

Defense and 1 and : wroneedinns, clalms, apopea
and patent i
Dapreciation and use allowances
Jonations and contributions
Employes morale, hzalth, and welfare <osts
Entertalnment <coOSts
Equipment and other capitzl sxpenditures
Fines and penaltiss
Fund raising and investment management COSTS
Gaina and losses on depreclable assets
Goods or services for personal u
Housing and personal living expenses
Tdle facilities and idie zapacitwy
Insurance and indemnificgtion
Interes
Labor relations costs
Lobhying
Losses on other sponsored igreements Or SORLYacts
Maintenance and respalr costis
Materials and supplies costs
Meecings and conferences
‘wtions, and orcfessioneal

Memberships, sub
Organization cos
Page <harges in

Participant suppor

oot @
8]
=}
te
s

Patent costs

Plant and homeland sscurity costs
Pre-agresment coOSts

Professional services costs
Puklication and printing costs
Rearrangement and alteration costs

Recruiiing costs

relocation costs

Rental costs of buildings and =gulpme
Royalties and other costs for uses o
Selling and marketing

Specialized service facilaties

Taxes

Termination costs applicable to sponsored agreomen
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o. The only alliowable advertising costs are those which zre solely for

1) The recruitmant of personnel reguired ior The wperigrmance Ly the
non-profit organization of obligations arising under & Federzl award (5ee al3c
Btzachment B, paragraph 41, Recruiting costs, and paragraph 47, Relocation
CO5LsI

{23 The procurzment oI goods tne perfiormance of 3
Federal award;

f3Y The disposal ¢ scrap or surplus materials acquired in the
performance of a Federal award except when non-profit orgarnizztions are
reimbursed for disposal costs at a predetermined amount; or

{4} Otner specific purposes necessary to meet the regulirements o

d. The only allowable public relations costs are:

(1) Costs specifically reguired by the Federal award;

{2) Costs of communicating with the public and press pertaining o
specific activities or accomplishments which result from periormance of Federal
awards {(these costs are considered necessary as part of the outreazch =2fZort for
the Federal award), or

(3) Custs of conducting general liazlson with news media and
government public relations offizers, to the extent that such activitvies ar=e

limited tco communi cation and liaison necessary keep the public informed on
matters of public concern, such as notices of Federal contract/grant awards,
financial matters, elc.
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{7y “gnt= of mesTings, conventions, convocations, ©r other #Vents
i f:t ocrganization, Including:

[

ties of tThe non-prod
‘zy Ceosts of displaye, demonstratione, anc exhibits;

y Cests of meeting rooms, hospitality suites, and other
special facilities used in conjunction with shows and other specizl events; and

(3} Costs of promoticnal items and memorabllia, including models,
gifts, and souveniz

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

7. Advisory Councils

Costs incurred by advisory councils or committees are zllowable as & direct cost
where authorized by the Federal awarding agency ©r as an indirect cost where
gllecable to Federal awards.

3. Alcocholic beverages. Costs of alcoholic beverages are unzllowable.

4. mudit costs and related services

a The costs of audits reguired by , and performed inm accordance with, the
Singie Budit Act, as implemented by Circular A-132, "mudits of States, Local
Governments, and Non-Profit Organizations” are allowable. 1150 see 31 USC
7505(b) and section 230 (“RBudit Costs”) of Circular A-133.

5. Other audit costs are allowable if included in an indirect cost rate
proposal, or if specifically approved by the awarding agency as & direct cost to
an award.

c. The cost of agreed-upon procedures engagements Lo monitor subrecipients who
are erempred from A-133 under section Z00(d) are zllowable, subject to the
conditions listed im B-133, section 230 (b)) (2).
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.  Twosts of bonding reguired by the non-profit organization in the
general conduct of 1:s operations are allowable to The extent that such onondira
iz in acoordance with sound business practice and the rates and premiums are
reasnnable under the circumstances.

7. Commurication costs. Costs incurred for felephone services, local and long

dlstance telephone calls, telegrams, postage, messenger, electronic oy compuizr

transmi-tal services and the like are allowable.

8. Compensazion for personal services.

a Definition, Compensation Zor personal services includes all
compensation paid currently or accrued by the organization for services of
empioveas rendered during the period of the award (except as otherwlse provided
in subparagraph h). Tt includes, but is not limized to, salaries, wages,
director's and executive committesz member's fees, incentive awards, fringe
benefits, pension plan cosis, allowances for off-site pay., incentive pay,
location allowances, hardship pey, and cost of living differentials.

b. Bllowability. Fxcept as ostherwise specificalily provided in this
paragraph, the costs of such compensation are allowable to the extent that:

i1) Total compensation te individual employeses is resasonable for the
services rendered and conforms to the established policy of the organization
consistently applied to both Federal and non-Federal activities; and

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

¢. Reasonableness.

{1) When the organization is predominantly engaged in activit
other than those sponsored by the Federal Government, compensation for em
on federally-sponsored work will be considered reasonable to the exte t
is consistent with that paid for similar work in the organization's other

activities.

{2} When the organization is predominantly engaged in federally-
sponscrad activi ies and in cases where the kind of employees reguired for the
Faderal activities are not found in the organization's cther activities,

22 —
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vendered rather than a distribution of earnings in excess (o4

(77 Rny change 1L an organizaticn’s compensation policy resutiting im
a substantial increase in the organization's level of compensation, particularly
when -t was concurrent with an increase in the ratioc of Federal awards Lo OTher
activities of the organization or any change 1n the treatment of allowability of
specific Types of compensatlon due %o changes in Federal pollcy.

=. Unaliowable costs. Coste which are unallcowable under other paragraphs
of this Attachment shall not be allowable under this paragraph scolely on the
basis that they constitute personal compensatlon.

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

{i) When mecessary to cope with emergencies, such as zhcose resulting
from accidents, naturzl disasters, breakdowns of egquipment, oI occasional
operationzl bottlenecks of a sporadic nature.

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

{37 In the performance of tests, laboratory procedures, or other
similar operations which are contlnuous in nature and cannot reasonably be
interrupted or otherwise completed.

(4) When lower overall cost to the Federal Government will result.
¢. Fringe bepefits.

{1} Fringe benefits in the form of regular compensation pald to
employees during periods of authorized absences from the job, such as vacation
leave, sick leave, military leave, and the like, are allowable, preovided such
costs are absorbed by all organization activities in proportiocn to the relative
amount of time or effort actually devoted to each.

(2} FTringe benefits in the form of employer contributions or
expenses for social security, employee insurance, workmen's compensation
insurance, pension plan costs {see subparagraph h), and the like, are allowable,
provided such benefits are granted in accordance with established written
crganization poclicies. Such benefits whether treated as indirect coOSTsS Or &S
direct costs, shzll be distributed to particular awards end other activities in
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{p) Where an organization follows a consistent po of
axpensing actual payments to, or on behalf of, employees or for
anemo Loyment COmpensatlion 0r wor " compensation, 3Such peymen

in the vear of payment witn the

o]
or approval of the awa1dAn agency, provided
tney are allocated te all activities

of the organization.

14) Costs of insurance on the lives of trustees, officers, or osther
employees holding positions of similar responsibility are allowable only to the
extent that the insurance represents additional compensaticn. The costs of sucn
insurance when the organization is named as beneficiary are unallowabls.

h. Organization-furnished automobiles. That portion of the cost of
organization-furnished automebiles that relates to personzl use py employees
it

{including transportation to and from work) is unaliowzble as fringe beane or
g

indirect costs regardless of whether the cost is reporied as taxable income to
the amployees. These costs are allowable as direct costs to sponsored award

when necessary for the performance of the sponsored award and approved by
awarding agencies.

1. Pension plan costs.
1} Costs of the organization's pension plan which are incurred in

7
accordance with the established policies of the organirzation are allowable

} Such policies meet the test of reasonablensss;

5:

The methods of cost azllocation are not discriminatory;

=

ned 1

n
ib
-
C

J

[

(cy The cost assigned to each fiscal year is determ
accordance with generally acceptsd accounting principles (GRAP), as prescr
in Bocounting Principles Board Opinion No. 8 issued by the American Institu
Certified Public Beocountants; and

d

2 of

Pt
(Y

r

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

{2} Pension plan termination insurance premiums paid pursuant to the

Employee Retirement Income Security Act (ERISAR} of 1974 (Pub. L. 93-406) are
allowabls. Late payment charges on such premivms are unallowable.

.
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. Severance pay.
1, Severance pay, alsco commoniy referred to as cdismissal wages, 9
L

& payment wn addition to reguler salarles and wag
wnGse employment is being Terminated. Costs of se
to the extent that in each case, 1t is reguired b
(a; law,
1 employer—employee agreement,

{c) established pclicy that constitutes, in effect, an implied
agreement on the organization's part, or

{dj circumstances of the particular employment.

(&
{

0 o

{2) Cests of severance payments are divided into two categories as
follows:

{a) Bctual normal turnever severance payments shall be
llocated %o 21l activities; or, where the organization provides for a reserve
for normal severances, such method will be acceptabkle if the charge Lo current
operations is reasonable in light of payments actually made for normal
Severances over a representaztive past period, and if amounts charged are
allocated to all activities of the crganizaticn.

i

(L) Abnormal or mass Sseverance pay 1s of such a conjectural
nature that measurement of costs by means of an accrual will not achieve eguity
to both parties. Thus, accruals for this purpose are not allowable, However, the
Federal Government recognizes its okligation to participate, to the extent of
ite fair share, in any specific payment. Thus, allowability will be considered
on a case-by-case basis in the event or occurrence.

{c} Costs incurred in certain severance pay packages {commonly
known as "a golden parachute” payment) which are in an amount in excess of the
normal severance pay paid by the organization to an employee upon termination cf
enployment and are paid to the employee contingent upon a change in management
contrcl over, or ownership of, the organization's assets are unallowable,

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

{e] Severance payments to foreign nationals employved by the
crganization outside the United States dve to the termination of the fcoreign
naticnal as & result of the closing of, or curtailment of activities by, the
organization in that country, are unallowable, unless they are necessary for the
performance of Federzl programs and approved by awarding agencies.
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mist alaso bhe maintainezd r other employees whose work involves t
fun=ilons or activities if a distrivbution of their compensatien b
=3 i5 neaded in the determination ¢f the organiza

{e.g., an employee engaged part-time 1p indirec: cos:

Mzt De maintained for a
whose compensation is char
add.tion, in order %o su
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n a direct function). Repeorts maintailned by no
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i i r
zations to satisfy these regquirements must meet the followl

(&) The reports must reflect an after-the-fact determination
crivity of zach employes. Budget estimates (i.e., e3t
re the services are periormed) do not gualify as suppo

(b)Y Each report must account for the toital activity for which
employeas are compensated and which i1s reguired in fulfillment oI their
obiigations to the organization.

(¢} The reports must be signed by the individual employes, or
bv a respongible supervisory official having first hand knowledge of the
activities performed by the employee, that the distribution of activity
represents a reasonable estimate of the actual work performed by the employes
during the periods covered by the reports.

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

(3] Charges for the salaries and wages of nonprofessional emplo 2as
in addition to the supporting documentation described in subparagraphs (1) and
{2y, must also be supported by records indicating the total number of hours
worked cach day maintained in conformance with Department of Labor regulations
implementing the Fair Labor Standards Act (FL3A) (29 CFR Part 516). For this
pu*pose, the term "nonprefessional employse™ shall have the same meaning as

"nonexempt employee," under FLSA.

laries and wages of employees used in meeting cost shari
nts on awards must be supported in the same manner as sa
for

{4)
matching regqguirem
lai reimbursement from awarding agencies.

and wages ¢

9. <Contingency provisions. Contributions to a contingency reserve or any
similar provision made for events the occurrence of which cannot be foretold
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(. Defense and prosecution oF criminal anc o
.

= DesiniTions.

{7y Convictiorn, as used herein, means a judgment or & conviction of
& criminzl offense by any court of competent jurisdiction, whether entered upcen
as z verdict or 3 pleg, inciuding & Convicrion due to 2 piea of nolo contendere.

.

{2y Costs include, but are not limited to, administrative and
clericai expenses; the cost of legal services, whether performed by in-house or
private counsel; and the costs of the services of accountants, consultants, oz
others retained by the organization to assist it; costs of emplioyees, officers
and trustees, and any similar costs incurred before, during, and after
commencement of a judicial or administrative proceeding that bears a dirsct
relationship to the proceedings.

{3) Fraud, as used herein, means (i) acts of fraud corruption or
attempts to defraud the Federal Government or to corrupt its agents, (ii) acts
that constitute z cause for debarment or suspension (as specified in agency
regulations), and {(iii} acts which violate the False Claims Act, 21 U.5.C.,
sections 3729-32731, or the anti-Kickback Act, 41 U.5.C., sections 51 and 54,

[

{4) Penalty does not include restiturion, reimbursement, o
compensatory damages.

(5) Proceeding includes an investigation.

b, {1) Except as otherwise described herein, costs incurred in
connection with any criminal, civil or administrative proceeding (including
filing of & false certification) commenced by the Federal Government, cr a
State, local or foreign govermment, are nct allowable if the proceeding: (1)
relates to & violation of, or failure to compiv with, a Federsl, State, local or
foreign statute or regulation by the organization {including its agents and
employvees), and {2} results in any of the following dispositions:

{2} In a criminal proceeding, & conviction.

(b) Iw a civil or edministirative proceeding involving an
f fraud or similar misconduct, a determination of organizational

cellegation o
liability.

{c) In the case of any civil or administrative proceeding, the
impesiticr of & monetary penalty.

icial to

id) B final decision by an appropriate Federal of i
r to terminate

debar or suspend the organization, to rescind or void an award, ©

et th
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[a}
Twse not 4;;0delo under s‘bpaan?aph b may be al}owed to the exient

d. If a proceeding referred to in subparagraph b is commenced by a State
reign government, the authorized Federal official may allow the costs
lncurraed »ny the organization for such proceedings, if such avthorized official
determines that the costs were incurred as a result of {1} a specific term or
condition of a federally-sponsored award, or (2) specific written diresction of
n authorized oificigl of the sponsoring agency,

e, Costs incurrsd in connection with prozeedings described in
subparagraph b, but which are nct made unallowable by that subparagraph, may be
allowed by the Federal Governmant, but only toc the extent thaz:

{1} The costs are reasonable in relation to the activities required
to deal with the proceeding and the underlying cause of action;

{2} Payment of the zosts incurred, as allowable and allocable costis,
is not prohibited by any other provision(s) of the sponsored award;

i2) The n~osts are not otherwise recovered from the Federal
Government or a third party, either directly as a result of the proce
otherwi:se; and,

{4) The percentage of costs allowed does not zxceed the percantage
determined by an authorized Federal cfficial to be appropriate, considering the
complexity of the litigation, generally accepted principles governing the award
of legal fees in civil actions involving the United States as a party, and such
ther factors as may be appropriate. 5Such percentage shall not exceed 80
ercent. However, if an agreement reached under subparagraph c has explicitly
cnsidered this 80 percent limitation and permitted a higher percentage, then
the full amount of costs resulting from that agreement shall be allowable.

0w o0

f. Costs incurred by the organization in connection with the defense of
Suits brought by its employess or ex-employses under section 2 of the Major

Fraud Act of 1988 (Pub. L. 100-700}), including the cost of all relief necessary
to make such employee whole, where the organization was found liable or settled,

are unalliowable.

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

..
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: 5
Federal Government may provide for conditions! payment upon provision of
adequate securaity, or other adequate assurance, end agreements by the
crgan 1on to repey 211 unellowaple costs, plus inferest, 1f the costs gre
sub

a O
seguently determined to be unzllowable.

[
1

Deprecietion and use allowances.

a. Compensation for the use of bulldings, other capital Zmprovements, and
equipment on hand may be made througn use sllowance or depreciation. However,
except as provided in Attachment B, paragraph I, a combination of the two
methods may not be used in connection with a Single class of fixed assets (e.3.,
buildings, office equipment, computer equipment, &TC.).

b. The computation of use allowances or depreciaticn shall be based on the
acguisition cost of the assets inveolved. The acguisition cost of an asset
donated to the non-proiit organization by a third party shall be its fair market
value at the time of the donatiomn.

¢. The computation of use allowances or depreciation will exclude:
{1) The cost of land:;

(2) Any portion of the cost of buildings and egquipment borne by or
donated by the Federal Government irrespective of where title was originally
vested or where 1t presently resides; and

{2} Any porticn of the cost of buildings and eguipment contributed
by or for the non-profit organization in satisfactlon of a statutory matching
reguirement.

d. Where depreciation method is followed, the period of useful service
(useful life) established in each case for usable capital assets must take into
consideration such factors as type of construciion, nature of the eguipment
used, technological developments in the particular program arez, and the renewal
and replacement policies followed for the individual items or classes of assets
involved. The method of depreciation used to assign the cost of an asset (or
group of assets) to accounting pericds shall reflect the pattern of consumption
of the asset during its useful life.

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

Depreciation methods cnce used shall not be changed unless approved in edvance

by the cognizant Federzal agency. When the depreciation method 1s Introduced for

T
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#. Whan Tne de metnod 13 used for osuildings, s
Gregan ng compongnt {2.g., plumbing
5 Dondl N iOnLng and zach item deprecizted o
iife; or the g ii.z., tne shell and all =z
nrey 48 a4 singlis depreciated over single useful
£, When ! iation method is used for a particular c<lass of aczets,
i1 orepreciacion may any such asssts that, under subparagraph d,
would he viewad as f ad., Howsvar, a r=asonable use allowance may
e negotiated for such warranted after taking into considaration the
amount of doo charged to the Faderal Government, the

time of negotiation, the sffect of anvy

ecreased efficiency due to age. and any other
ion of the asset for the purpose contempleteaed.

g. Wnere the use allowance method is followed, the use allowance for
buildings and improvement f{(including land improvements, such as paved parking
areas, fences, and sidewalks) will be computed at an annual rate not exceeding
two percent of acguisition cost,

(D

eeding
hod is
the

aquipment will be computed at an annual rate not

e f acguisition cost. When the use allowance m
re puilding must be treated as & single asset:
lumbing system, heating and air conditioming,
from the building‘s shell.

o
lD e

t O

six and two-thirds
vsed for buildings, the
building's :omponnnts

eftc. ] cannot be re

The use allowancze fo
P

.rTE
L].LQ
i)

The two percent limitation, howaver, need not be applied to =sguipment which is
mersly attached or fastened to the building but not permanently fixed Zo 1t and

which is usad as furnishings or decorations or for specialized purposes (e.g.,
dentist chairs and dental trseiment units, counters, laboratory benches bolted
to the floor, dishwashers, medular furniture, carpeting, etc.}. Such eguipment

will he considered as not being permanently fixed to the building if it can be
removad without the need for costly or extensive alterations or repairs to the
building or the egquipment. Eguipment that meets these criteria will be subject
to the & 2/3 percent eguipment use allowance limitation

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

12. Donations and contributions.

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

. Donated sarvices received:

[N
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) The services are supperted by a gignificant amount of the
indirect costs incurred by the non-profit organization and

(¢) The direct ceost activity is not pursued primarily for the
penefit of the Federal Government.

) In those instances where there is no basis for determining the
© velue of the services rendered, the recipient and the cognizant
agency shall negotiate an appropriate zllocation gf indirect cost to the
Services.

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

(%) The value of the donated services may be used to meet cost
sharing or matching requirements under conditions described Im Sec. .23 of
Circular £-110. Where donated services are treated as indirect costs, incirect
cost rates will separate the value of the donations so that reimbursement will
not be made.

. Donated goods or space.
{1) Donated goods; i.e., expendsble personal property/supplies, and

)
donated use of space may be furnished to 2 non-profit organization. The value of
s and space is not reimbursable either as a direct or indirect cost.

]

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

13, Employee morale, health, and welfare costis.
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i, Eguipment and other capital expenditures.
a. ©tor purposes of this subparagraoh, the following definitions apply:

Capital Expenditur
o f

23" means expenditures for the acguizsizi
ment, builidings, 1 )

L
expenditures Lo mak

cost of capital assets leguip land}, or
improvements To capital assets that matarially increase their wvalue or uselul
life heoguisition cost means the cost of the asset including the cost to put it
in place. Bcquisition cost for equipment, for example, means the net involice
price of the zguipment, including the cost of any modifications, attachments,
acressories, or auxlliiary apparatuis necessary Lo make it usable for the purpose
f5r which 1t is acguired. 2ncillary charges, such as taxes, duty, protective In
transit insurance, freight, and installation may be included in, o0r excluded
from the acquisition cost in accordance with the non-profit organization's
regular accouncting practices.

{Z) "Egquipment™ means an ariicle of nonexpendable, tanglble psrsonsl
prop t

2rzy having a useful life of more than one yzar and an acqulsition co
which =zzguals or excesds the lesser of the capitalization level establishe
the non-profit organization for financial statement purposes, or $>3000.

{2) "Special purpose eguipment® means equipment which is used only
medical, scientific, or other technical activities. Vyamp“es of

a :
special purposs seguipment Include micruoscopes, x-ray machines, surgical
instruments, and sSpectromelers.

{4) "General purpose eguipment” means eguipment, which is not
limited to research, medical, scientific or other technical activities. Examples
include office esquipment and furnishings, modular offices, telephone nstworks,

information technology egquipment and systems, alr conditioning eguipment,

reproduction and printing equipment, and motor vehicles

b. The following rules of allowability shall apply tc eguipment and cther
capital expenditures:

32 4 *1 M‘“r*.yv\Em‘T' P ___________
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& un.t cost oof ZO000 or nozre heve The
Capitel spaEnditures Ior LHpYOVEmsnT: Lo
egoapment whicoh materisi.y ancrease Therr value or useliul
i & Cirect CofT except with the prior approval ol the awerding agency.

{4} When approved as a direct charge pursuant Lo paragraph SIN SR )
(21, and {3, above, capital expenaitures will pe charged in the period in wnich
the expenditure incurred, or as otherwise deternined appropriate by and

oy »
5 red,
neqoriated with the awarding agency.

{5} Equipment and other capital expenditures are unallowalle as
indirect costs. Howsever, see Attachment B, paragraph 1l1., Depreciat:icn and use
zllowance, for rules on the allowability of use allowances oI depreciation or
buildings, capital improvements, and eguipment. Also, see Attachment E,
paragraph 43., Rental costs of buildings and eguipment, for rules on the
zllowability of rental costs for land, buildings, and eguipment.

{6) The unamcrrtized portion of any equipment written off zs a result
of & change in capitalization levels may be recovered by continuing to clzim the
otherwise allowable use allowances ¢r depreciaTtion on the eguipment, or by
amortizing the amount to be writtem off over a periocd of years negotiated with
the cognizant agency.

16. Fines and penalties. Costs ¢f fines and penalties resulting from
viclations of, or failure of the organization to comply with Federal, State, and
local laws and regulations are unzllowable except when incurred as a result of
compliance with speciflic provisions of an award or instructions in writing from
the awarding agency.

Y-

17. Fund reising and investment management cosSts.

z. Costs of organized fund raising, including financial campaigns,
endowment drives, solicitation of gifts and beguests, and similar expenses
incurred solely to raise capitel or obtsin contributions are unzllowable.

L. Costs of investment counsel and staff and similar expenses incurred
sclely to enhance income from investments zre unallowzble.

c. TFund razising and investment activities shall be aliocated an
appropriate share of indirect costs under the conditions described in
subparagraph B.3 <¢f Attachment A.

18. Gains and losses on depreclable assets.
a. (1) Gains and lcsses on sale, retirement, or other disposition of

gepreciakle property shall be included in the year in which they occur as
credits or charges to cost groupingis) in which the depreciaztion applicable to
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{d} Compensation for the use o the property was provided
throvugh use allowances in lieu of depreciation in accordance with paragraph

[te]

') Gains and losses arising from mass or extraordinary sales,
retirements, or o-her dispositions shall be considered on a cass-by-case basis.

r exchange of

. Gains or losses of any naturg arising Zrom the sal
a = 1 be axcluded in

property other than the property covered in subparagraph
computing award costs.
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19, Goods or saervices f
personal use of the orga
whether the cost is 1epo

20. Housing and personal living esxpenses.

using (e.g., depraciation, maintenance, utilities,

, housing allowances and personal living expenses for/of
ers are unallowable as fringe benefit or indirect costs
2 cost is reported zs taxable income Lo the employees.
wable as direct cosis to sponsoraed award when necessary for
the sponsored award and approved by awarding agencies.
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. The term "officers" includes current and past officers and employees.

1. Idle facilities and idle capacity.

+

& Bs used in this section the following terms have the meanings set for

{1) "Facilities™ means land and buildings or any portion therenf,
squipment individually or collectively, or any other tangible capital asset,
rever located, and whether owned cor leased by the non- profit organization.
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‘4% "Cost of idle faclilivies or idle capacity” means costs such as
maintenance, Ifpall, heusaing, rent, and other related costs, €.g., insurance,
interest, property taeres and depreciatiorn or use allowances.

k. The costs of idle facilities are unallowable except to the extent that:
(i} They are necessary to meet fluctuations in worklocad; or

{7} mlthough not necessary to meet fluctuations in worklcad, they
were necessary when acguired and are now idle because of changes in program
requirements, efforts to achieve more economical operations, reorganization,
termination, or other causes which could not have been reasconably foreseen.
Under the exception stated in this subparagraph, costs of i1dle facilities are
allowable for a reasonable period of time, ordinarily not to exceed one year,
depending on the initiative taken to use, lease, or dispose of such facilities.

<. The costs of idle capacity are normal costs of doing businesg and are a
factor in the normal fluctuations of usage or indirect cost rates from period to
peried. Such costs are allowable, provided that the capacity is reasonably
anticipated to be necessary or was originally reasonable and is not subject to
reduction or elimination by use on other Federal awards, subletting, renting, or
sale, in accordance with scund business, economic, Or security practices.
Widespread 1dle capacity threoughout an entire facility or among a group of
2ssets having substantially the same function may be considered idle farcilities.

22, Insurance and indemnification.

a. Insurance includes insurance which the organization is required to
carry, ©r which is approved, under the terms of the award and any other
insurance which the organization msintains 1ip connection with the general
conduct of its operations. This paragraph does not apply to nsurance which
represents fringe benefits for employees {see subparagraphs &.g and 8.1(2)).

{1y Costs of insurance reguired or approved, and maintained,
pursuant toe the award are allowable.
{2y Costs of other insurance maintained by the crganization in
connection with the general conduct of its operations are allowable subject To
the following limitations:

(g} Types and extent of coverage shail be in accordance with
sound business practice and the rates and premiums shall be reasonable under the
circumstances.
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nther emplovess nolding positions of similar responsibilities are a
“n the extent that nie insurance reprasents additional compensation (ses
subparagraph B.gi4i:. The cost of such insurance when the organization is
idertified 4z the beneficjary is unallowable.
{fi insurance against defects. Costs of insurance with
respact to any costs incurred to correct defects in the srganization's materials
2 u

C
or worrkmanship ar

{g) Medical liability [malpractice’ insurance. Medical
liability insurance i3 an allowable cost of Federal ressarch programs only
the extent that the Federal ressarch programs involve human subjects or tral
of participants in research technigues. Medical liability insurance £osts s
be treated as a dir cost and shall be assigned to individual projects bpas
on the manner in which the insurer allocates the risk to the populaticon cover

()

o}

e

9]
rr

by the insurance.

(3} Actual losses which could have been covered by permissible
insurance {through thes purchase of insurance or a self-insurance program) are
unallowable unlass expressly provided for in the award, sxcept:

a) Ceosts incurred becauss of 1osses not covered under nominal

{

1
deductible insurance coverage provided in keeping with sound business practice
are aliowablie

(p) Minor lecsses not covered by insurance, such as spoilage,
breakage, and disappearance of supplies, which occcur in the ordinary course of
operatlions, are allowable.

b. Indemnification includes securing the organization against liabilities
to third persons and any other loss or damage, not compensated by insurance or
otherwise. The Federal Government is cbligated to Indemnify the organization
only to the extent expressly provided in the award.

23, Interest.

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

September 29, 1995 to acquire or replace capital assets {including

™
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The needs jusri ior for the
at @ minimum, The following:

purpose and justification for faciligy

{n) B statement as to why current facilities are not adeguate
{c} A statement of planned future use of the facility

{d) A description of the financing agreement to be arranged

for the Jacility

{e} A summary of the building contract with estimated cosi
information and statement of source and use of funds

(f} A schedule of planned occupancy dates

(2) Tor facilities costing over £500,000, the non-proiit
rganization prepares, prior to the acguisition or replacement of the facility,
lease/purchase analysis in accordance with the provisions of Sec. __ .30
nrough _ .37 of Circular A-110, which shows that a financed purchase or capital
case 15 less costly To the organization than other leasing zlternatives, on &
net present value basis. Discount rates used should be equal to the non-profit
organization's anticipsted interest rates and should be no higher than the fair
market rate available to the non-profit corganization Ifrom an unrelated ("arm's
length"} third-party. The lease/purchase analysis shall include & comparison of
the net present value of the projected total cost comparisons of both
alternatives cver the pericd the asset is expected to be used by the non-profit
organization. The cost comparisons associated with purchasing the facility shall
include the estimated purchase price, anticipated operating and maintenance
costs {including property taxzes, if applicable) not included im the debt
financing, less any estimated asset salvage value at the end of the period
defined zbove. The cost comparison Zeor a capital lease shall include the
estimated tutal lease payments, any estimated bargain purchase opticon, operating
and mzintenance costs, and taxes not included in the capital leasing
arrangement, less ary estimated credits due under the lease at the end of the
period defined above. Projected operating lease costs shall be based on the
anticipated coust of leasing comparable facilities at falr market rates under
rentzl agreements that would be renewed or reestablished over the period defined
above, and any erpected maintenance costs and zllowable property taxes to be
horne by the non-profit organization directly or as part of the lease
arrangement .

oot o
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naLySLS feth =3 under Jubya agr b} . For example, 17 an
se is determined to be less gostly than p ::hasing througn debt
f.rAancing, then reimbursemant is limited %o the amount determined I leasing had
bear wsed. In all zases where a lzasc/purcnase analysis 1s performed, Federal
reimbursement shall be based upon the laast sxpensive aligrnative
{5, Non-profit organizations are also subject To the [ollowing

conditions:

nance or reflnance assets

ptember 29, 1995, ls not allowabls

(c) For debt ““aﬂgﬂmpnfs over 5@ miliion, uniess the non-
it organirzation makes an initial eguity contribution to th !
5 percent or more, non-profit organizations shall raduce claims
v an amount egual to imputed intsrest earnings on excess cash flow,
which itz to be calculated as follows. Annually, non-proiit organizations shall
prepare & cumulative (from the inception of the project) report of monthly cash
flows that includes inflows and outflows, regardless of the funding socurce.
Inflows consist of depreciation expense, amortization of capitalized
ronstruction interest, and annual interest expense. For cash flow calculations,
the annual inflow figures shall be divided by the number of menths in the year
{usually 12) that the building is in service for monthly amounts. OQutflows
consist of initial equity contributions, debt principal payments (less the pro
rata share attributable to the unallowable costs of land) and interest payments.
Wnere cumulative inflows exceed cumulative outflows, interest shall be
calculated on the excess inflows for that periocd and be treated as a reduction
to azllowable interest expense. The rate of interest to be used to compute
carnings on excess cash flows shall be the threze month Treasury Bill closing
rate as of the last business day of that month.
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{d) Substantial relocation of federally-sponsored activities
from a facility financed by indebtedness, the cost of which was funded in whole
or part through Federal reimbursements, to another facility prior to the
expiration of a period of 20 yesars requires notice to the Federal cognizant
agency. The extznt of the relocation, the amount of the Federal participation in
the financing, and the depreciation and interest charged to date may require
negotiation and/or downward adjustments of replacement space charged to Federal
programs in the future.

(e} The allowable costs to acquire facilities and egquipment
are limited to a fair market value available to the non-profit organization from
an unrelated ("arm's length") third part Ly,

S 38 P**ACHMFNT
PAGE .28

.. OF . 55 PAGES |




(1] ke-acquired assets meanhs 2ssets Deld by the non-proil
organizerion prior to September 29, ve again come to be held by
tne organization, whether through zepu 5 refinancing. It doe:s not inciude
©$ acguired to replace older asse

agse

(7} Initial eguity contribution means the amount cIr vaiue of
contributions made by non-profit orgarizations for the acguisition of the asset
or prior to occupancy of facilities.

{3} Esset costs means the capitelizable costs of an zsset, incliuding
construction costs, acquisition costs, and other such costs capitalized in
accordance with GAAP.

24 Labor relatiecns costs. Costs incurred in maintalining satisfactory
relaticns between the organization and 1ts employees, including costs of labor
management committess, employee publicaticns, and other related activities are
z2llowable.

25. Lobbying.

a. Notwithstanding other provisicns of this Circular, costs associated
vith the following activities are unallowakble:

{1} attempts to influence the outcomes of any Federal, S5tate, or
local election, referendum, initiative, or similar procedure, through in kind or
cash contributions, endorsements, publicity, or similar activity;

{2} BEstablishing, administering, contributing to, or paying the
expenses of 2 political party, campaign, pclitical action committee, cr other
organization established fer the purpose of influencing the cutcomes of
elections;

(3) Zny attempt to influence: {i} The introducticn of Federal or
State legislation; or {ii) the enactment or modification of any pending Federal
or State legislation through communication with any member or employee of the
Congress or State legislature (including efforts to Influence State or local
oificials to engage in similar lobbying activiiyl, or with any Government
official or employee in connection with a decision to sign or veto enrolled
legisletion;

{4} Eny attempt to influence: (i) The introduction of Federal cx
State legislation; or (1i) the enactment or modification of any pending Federal
cr State legislation by preparing, distributing or using puablicity or

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

SUNe M agrann Lo

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

r thereof; provided such infeormation is readily obtainable

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

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

Member of the Committse or Subcommittes conducting such hearing.

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

]

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

1]

with funds from tne grant, contr

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

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

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

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

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

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

" - Y
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providsd; nowever, That tris shell not bpe construed Lo Drevent & CORLI&TTOr OF
grantee rfrom COnTesting the _awlfulipness of such & determination.

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

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

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

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

Z28. Materizls and supplies cosis.

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

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

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

d. Where federally-donated or furnished materials are used in performing
the Federzl award, such materials will be used without charge.
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4]
pace U1 oF LS5 paces




Lhe Non-opr.

echnical p

sf membership in any civic or community orgarization are
rior approval by Federal ¢ :

4. Costs oif membership in any country <lub or sociel or dining ¢
organization are unallowable.

2. Organization costs. Ezxpenditures, such as incorporation ifee
fess, fees to promoters, organizers or management consultants, at
accountants, or invesiment counselors, whether or not employees of the
organization, in connection with establishment or reorganization of an
organization, are unallowable except with prior appreval of the awarding agency.

22. Page < ges in professional journals. Page charges for professiona
journat publ ations ars allowabkle as a necassary part of research -55ts, where

apers report work supported by the Federal Government;

©
w
r
I
j= g
o

a. The res
and

b, The charges are levied impartially on all research papers published by
the jourmal, whether or not by federally-sponscored authors.

33 Participant support costs. Participant support costs are Hi“ect costa for
items such as stipends or subsistence allowances, travel allowance and
registration fzes paid to or on behalf of participants or tralnees ’buL not
ewployees) in connection with meetings, conferences, symposia, or training
projects These costs are allowable with the prior approval of the awarding
agency.

34 Patent costs,

a. The following costs relating to patent -and cepyright matters are
allowable: (i) cost of preparing disclosures, reports, and other documents
required by the Federal award and of searching the art to the extent necessary
to make such disclosures; {(ii) cost of preparing documents and any other patent
costs in connection with the f£iling and prosecution of a United States patent
application where title or royalty-free license is required by the Federal
Governmenti to be conveyed to the Federal Government; and (iii) general
counseling services relating to patent and copyright matters, such as advice on
patent and copyright laws, regulations, clauses, and employee agreements (but

42 ™~
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L. Tne following oogLs releTed O DETent ahLd COvIridnt MmalTer &If

UliE L TSR ELLE
(1) Tost of preparing digtlosures, reporis, and CTREr QoCUmEnts and
of mearCLlla Tle art to THE erTeli NeCeSEary Lo make CGiSClCSures Nt rYeguirsd Dy

71 Coste inp connection with Fil ng anc prosecuting any fcreign
patent ap,=icat_oj, cr any United S5tates patent appiication, where e Fed
award does ot require conveying title 0r & royality-free license © Fe
Government {but see paradgraph 4%5., Royelties and other zosts for us
and copyrights)
235 Blant and homeland security 2osts. MNecessary and reasonable expenses
incurred for routine and homeland security to protect facilities, personnel nd
work products are allowakle. Such costs include, but are not 1

, a

imited to, wadeés

and uniforms of personnel engaged in security activities; egulpment; barriers;

contractual security services; consultants; etc. Capital expenditures for

homﬂland and rlant security purposes are subject to paragraph 15., Eguipment and
ther capitazl expenditures, of this Circular.

36. Pre-agreement costs. Fre-award costs are those incurred prior Lo the

effective date of the award directly pursuant to the negotiation and in

anticipation of the award where such costs are necessary to comply with the

proposed delivery schedule or periocd of performance. Such costs are allowable
-

only to the extent that they would have heen allowable i1f incurred after the
date of the award and only with the written approval cof the awarding agency.

37, Professional services Costis.

a. Costs of professional and consultant services rendered by persons who
are members of z particular profession or possess a special =kill, and who are
not officers or employees of the nen-profit organization, are allowable, subject
to subparagraphs © and ¢ when rezasonable in relation tc the services rendered
and when not contingent upon recovery of the costs from the Federal Government.

n addition, legal and related services are limited under Attachment B,
ar
. In determining the allowability of costs in a particular case, no
gingle factor or any specisal combination of factors is necessarily

determinative. However, the following factors are relevant:

{1} The nature and scope of the service rendered in relatlion to the
service required.

(2} The necessity of contracting for the service, considering the
non-prefit organizaetion's capability in the particular area.

The past pattern of such costs, particularly in the vears pricr

g
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15 WheTtner <ne

amy. TyenT rasner Than gonTracting.

{7y The gualificazions of the individual or zoncern rendering one
a |

service and the customary fees charged, espesially on non-Faderal awards.
‘B, Adeguacy of The contractual agreement o Che jervice fe.g.,
of the sarvice, astimaze i time reguired, rate of compensation, and

provisLons).

c. In addition t¢ the factors in subparagraph b, retainer fees t
llowable must be supported by evidence of bona fide services availabl
(=]

a. Publication costs include the costs of printing (including the
esses of composition, plate-making, press work, binding, and the end
ts produced by such processes), distributicn, promotion, mailing, and
1 handling. Publication costs also include page charges in prefessicnal
ations. '

h. If these costs are not identifiesble with a particular ¢
they should be allocatad as indire L 11 beneiiting acti

“

non- D"OJ.¢'C orc:anl ation.

c. Page charges for professional journal publications are allowable as &
necessary part of research costs where:!

{1) The research papers report work supportad by the Federzl

Governmant: and
{2) The charges ars levied impartially on &ll research papers
published by the journal, whether or not py federally-sponsored authors.

28 Rearrangement and alteration costs. Costs incurred for ordimary or normal
rearrangement and alteration of facilities are allowable. Special arrangomewt
and alteration costs incurred specifically for the preject are allowable with
the prior approval of the awarding agency.

40, PReconversion costs. Costs incurred in the restoration or rehabilitation of
the non-profit organizetion’'s facilities to approzimately the same condition

existing immediately prior to commencement of Federal awards, less costs ralated
to normal wear and tear, are allowable.
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Subparagraphs L, ©, ahd o, anc pruvided That Lhe
ME:TT 2080 L8 D kaep.ng Witk workloac requlr
LT agdvert: U,ng sgete O el emp_Cyient
5 m& LT steif, cosie of opereting
&y ucs al & a TesTine progran, Lravel cgots of empdoyess dn
engaged in recruiting perscnnel, travel costs ol appsiCants for inter
prospective emplioyment, and relocaTtion COSLS LnCurred pzident To recruitme b
new emplioyvees, are allowable to the ewtent that such costg are incurred pursuant
to a well-managed recruitment program. Whnere the organizaticn uses employment
agencies, ccsts that are not in excess of standaxd commercial ra for suzh
services are allowable
b. In publications, costs of help wanted advertising that includes colior,

includes advertising material for other than recruitment purposes, or is
excessive in cize (taking into consideration recruitment purposss for wnich
intended and normal organizational practices in this respect), are unzliowable.

¢. Costs of help wanted advertising, special emoluments, fringe benefits,
and salary allowances incurred to attract professicral personnel from cther
crganizations that do not meet the test of reasonableness ¢r do not conform with
the established practices of the organization, are unallowable.

d. Where relocation costs incurred incident to recruitment of a new
employee have been allowed either as an allocable direct or Indirect cost, and
the newly hired employee resigns for reasong within his control within twelve
months after being hired, the organization will be reguired to refund or credit
such relecation costs tc the Federal Government.

£72. Relocation costs.

a. Relocation costs are costs incident to the permanent change of duty
assignment {(for an indefinite period or for & stated period of neot less than 12
months) of an existing employee or upon recruitment of & new employee.
Relocation costs are allowable, subjest te the limitation described in
subpearagraphs b, ¢, and d, provided that:

{1} The move is for the benefit of the employer.

(2} Reimbursement to the employee is in accordance with an
established written policy consistently followed by the employer.
imbursement does not exceed the employee's actual (or

(3} The rei
] expenses.

reasonably estimated

L. Lllowable relccation costs for current employees are limited to the
following:

{1} The costs of transportation of the empleyee, members of his

immediate family and his household, and personal effects to the new location.

.
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4 Tne oontinuing zsosts of ownership of the vacant former home
afTar Tne zstilisment or lease date ol the smployee's new parmanent nome, sUlh =8
meintenanze of buiidings and grounds fexclusive of fixing Up expenses.,
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Taxes, and DroperTy insurance.

sary and reasonabhle sxpenses normally lncident to

t5 of canceling an unerpired lease, disconnecting and
i s, and purchas.ing insurance against 1loss ol or

f canceling an unexpired lesase is
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c. Allowable relocation costs for new employees are limited to those
ribed in 1i) and (2) of subparagraph b. When relocation costs incurred
ident to the recruitment of new smployees have been allowed eithar as a
¢t or indirect cost and the smployee resigns for reasons within his cont
ip 12 months after hire, the organization shall refund or credit the Fad
rnmen* for its share of the cost. However, the costs of travel to an
eas lncation shall be considered travel costs in accorcance with paragraph
d not relocation costs for the purpose of this paragraph if dependents ars
e if’ed at the location for any reason and the costs do not include costs
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(1) Pees and other =osts associated with acguiring a new home.
{27 B loss on the sale of a former home.

(3} Continuing mortgage principal and interest payments on a home

Income taxes paid by an smployee related to reimbursed

43. Rentzl costs of buildings and squipment.

a. Subject to the limitations described in subparagraphs b. through d. of
this paragraph 43, rental costs are allowable to the extent that the rates are
reasconable in light of such factors as: rental costs of comparable property, if
any; market conditions in the area; alternatives avallable; and, the type, life
expectancy, condition, and value of the property leased. Rental arrangements
should be reviswed periodically to determine if circumstances have changed and

other options are avallable.

k. Rental costs under “sale and lease back” arrangements are allowable
only up to the amount that would be allowed had the non-profit organization
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lanL-arme~tength” lezsec
of nera
the NoOn-preflZT Crgai_let_on
r. 'S P one Unaer Whicl one SerIv
EaSE ree T or supstantlially influence ths atl:ions
CLLher Such leases include, put are not limoted to those betwesn (20 divigl
of &= non-profit organkization; (li; non-prolilt 0rganizalliong under COMMOn TOLTE
through common officers, directors, or members; and {z1l) & non-prof.z
crganization and & director, Trustee, officer, or key emmloyee of the non-proiit
grganization or nis lmmediate family, eitner directly or through corporations,
“ruste, or similar arrangements in which they hold a2 controlling Interest. For
example, 2 non-profit organizarion may establlish a separate corporation for the
sole purpose of owning property and lieasing 1T back to the non-profis
Grganlaation.

d. Rental costs under leases which are regquired to be treated as capital
leases under GEAF are allowable only up to the amount {as explained in
subparagraph b) that would be zllowed had the non-profit organization purchased
the property on the date the lease agreement was executed. The provisions of
Financial Accounting Standards Beoard Statement 13, Accounting for Leases, shall
be used to determine whether a lease is a capital lease. Interest costs related
to capital leases are allowable to the exient they meet the criteriz in
subparagraph 23. Unallowazble costs include amcunts paid for profit, management
fees, and taxes that would not have been incurred had the non-profit
organization purchased the facility.

44. Royaliies and other costs for use of patents and copyrights.
a. Royalties con z patent or copyright cr amortization of the cost of
acquiring by purchase z copyright, patent, or rights thereto, necessary for the

proper performance of the award are allowakle unless:

{1} The Tederal Government has a license or the right to free use of
the patent or copyright.

(2) The patent or copyright has been adjudicated to be invalid, cr
has been administratively determined to be invalid.

(3) The patent or copyright 1s considered to be unenforceable.
{4) The patent or copyright is expired.

b. Special care should be exercised in determining reascnableness where
the royalties may have arrived at as a result of less-than-arm'e-length
bazrgaining, e.g.:

(1) Rovalties paid to perscns, including corpeorations, affiliated
with the non-profit organization,

{?) Royalties paid to unaffiliated parties, including corporations,
under an agreement entered into in contemplation that & Federel award would be
made .,
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44. Gpecialized service facilities,

4 The zosts of services provided by highly complex or specialized
farilities operated hy the non-profit organization, such as Compuiers, wind
tunnals, and reacrors ave aliowable, provided the c¢harges [or the services maeet
the conditions of sither 46 b. or cC. dﬂd in addition, take into account any
ivems of income or Federal financing that gualify as applicable <redits under

Attachment A, subparagraph R.5. of this Circular.

b. The costs of such services, when material, must be charged directly to
applicable awards based on actual usage of the services on the basis of a
schedule of rates or established methodology that (i) does not discriminate
against federally-supported activities of the non-prol fit organization, including
usage by the non-profit organization for internal purposes, and (ii) is desiagnead
to recover only the aggregate costs of the services. The costs of sach service
5t normally of both its direct costs and its allocable share of all
s. Rates shall be adjusted at lesast biennially, and shall zake
ration over/under applied costs of the previgus period(s).

shall consi
indirect co
into consaid
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c. Where the costs incurred for a
aliocated as indirect costs.

d. Under some extraordinary cirgumstances, where it 13 In the best
interest of the Faderal Government and the institution to establish alterniative
costing arrangements, such arrangsements may ba worked cut with the cognizant
Federal agency.

47. Tazes.

a. 1In genserzl, taxzes which the organization is reguired to pay and which
ars paid or accrusd in accordance with GARP, and payments made to local
governments in liew of taxes which are commensurate with the local government
services received are allowable, except for (i) tazes from which exemptions are
available to the organization dirsctly or which are available to the
rganization based on an exemption af fforded the Federal Government and in tha
latter rase when the awarding egency makes available the necessary eremption
certificates, {(ii) special assessments on land which represent capital

improvements, and (iii) Federal income taxes.
b. Any refund of taxes, and any payment to the organization of intere
a

thereon, which were allowed as award costs, will be credited either as
reduction or cash refund, as appropriate, to the Tederal Government.

“'\_
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Contemporanecus purchases of common items by the non-profit Grganlizatlon sha
he regarded as evidence that such irems zre reasonably usable on the non-profit
organization's other work. Any acceptance of common items as allocable to the
terminated portion of the Federal award shall ke limited to the extent that the
quantities of such items on hand, in tramnsit, and on order are in excess of the
reasonable guantitative requirements of other work.

p. If in a particular case, despite all reascnable efforts by the non-
profit corganization, certain costs cannot be discontinued immediately after the
effective date of termination, such costs are generally allowable within the
Jimitations set forth in this Circular, except that any such costs continuing
after termination due to the negligent or willful failure of the non-profit
organization to discontinue such costs shall be unzllowable.

c. Loss of useful value of special tooling, machinery, and 1s generally
allowable if:

s not

1) Such special tooling, special machinery, or eguipment 2
zation,

(1]
reasonably capable of use in the other work of the nen-profit organi

[2) The interest of the Federal Government is protected by transfer
cf zitle or by other means deemed appropriate by the awarding agency, and

{3) The loss of useful value for any one terminated Federal award is
limited to that portion of the acquisition cost which bears the same ratio to
the teotal acguisition cost as the terminated portion of the Federal award bears
to the entire terminated Federal award and other Federzl awards for which the
specizl tooling, special machinery, or equipment was acguired.

¢. Rental costs under unexplred leases are generally allowable where
clearly shown te have been reasonably necessary for the performance of the
term:nated Federal award less the residual value of such leases, if:

{1} the amount of such rental claimed does not exceed the reasonable
use vaiue of the property leased for the periced of the Federal award and such
further pericd as may be reasonable, and

{2} the non-profit organization makes 21l reasconable efforts to
terminate, assign, settle, or otherwise reduce the cost cf such lease. There
zlso mey be included the cost of zlterations of such leased property, provided

Vi
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Aot v Lamant Coalms and supporting deta spaent to fne tarminated portion of
the Fadaral award, unleszs tne termination s for defauls {sze Subpart el ol
Tlrovear A-110. 0 and

(h) The “ermination and settlement of subawards.

!27 Reasonable zeosts for the storage, transportation, proisction,
and dlsposition of property provided by the Federal Govarmmant or acgulred or
produced for the Federal award, except when grantess or contracters ars
reimbursed for disposals at a predetermined amount in accordance with 3ubparcts

3 through 37 of Circular R2-110.

(3} Indirect costs related to salaries and wages incurred as
sevtlement expensss in subparagraphs (1} and {2). Normally, such indiresct costs
shall be limited to fringe benefits, ozcupancy cost, and immediate supervision.

f. Claims under sub awards, including the allocable portion oi c¢laims
ch are common to the Federal award, and to other work of the non-profit
organization are generally allowable.

ailocated to the amount of setilements with subcontractors and/ocr subgrantees,
providad that the amount zllocated is otherwise consistent with the basic
guidelines contained in Attachment A. The indirect expense so allocated shall
arzclude the same and similar costs claimed directly or indirectly as setilement

An appropriate share of the non-profit organization’s indirsct sxpsnse may be

c2xpenses.
49, Training costs.

2. Costs of preparation and maintenance of a program of instruction
including but not limited to on-the-job, classroom, and apprenticeship training,
designed to increase the vocational effectiveness of employees, inciuding
training materials, textbooks, salaries or wages of trainees (excluding overtime
compensation which might arise therefrom), and (i) salaries of the director of
training and staff when the training program i1s conducted by the crganization:
or {ii} tuition and fees when the training is in an institution not operated by
the organization, are allowable.

. Costs of part-time education, at an undergraduate or post-graduate
college level, including that provided at the organization's own facilities, are
allowable only when the course or degree pursued is relative to the field in
which the employee is now working or may reasonably be zxpectaed to work, znd are
limited to:

{1} Tralning materials.

{2y Texthooks.
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{£) Strzight-time compensation of cach emplcyee for time spent
artending classes during working hours not in excess ¢f 156 hours per year and
T ermit the operation of classes or

onily to the sxtent
atrencance at clas
ig unalliowakle.

nat circumstances do not p
s o)

ses after regular working hours; otherwise, such compensation

c. Coste of tuition, fees, training materizls, and textbooks {but not
subsistence, salary, or any other emoluments) in comnecticon with full-time
education, including that provided at the organization's own facllities, at a
post-graduate {(but not undergraduate] cellege level, are allowable only when the
course or degree pursued is related to the fieid in wkich the employee is now
working or may reasonably be expected to work, and only where the costs receive
the prior approval of the awarding agency. Such costs are limited to the costs
attributable to a total period not to exceed one school year for each employee
so trained. In unusual cases the period may be extended.

d. Costs of attendance of up to 16 weeks per employee per year at
speciglized programs specifically designed to enhance the effectiveness oi
executives or managers Or 10 prepare employees for such positions are allowable.
Such ¢osts include enrollment fees, training materials, textboocks and related
charges, employees' salaries, subsistence, and travel. Costs allowable under
this paragraph do not include those for courses that are part of a degree-
oriented curriculum, which are allowable orly to the extent set forth in
subparagraphs b and c.

€. Maintenance expense, and normal depreciation or fair rental, omn
facilities owned 0r leased by the organization for training purpcses are
zllowable to the extent set forth in paragraphs 11, 27, and 50.

f. Contributions or donations to educaticonal or training institutions,
including the donation of facilities or other properties, and scholarships or
fellowships, zre unallowable.

g. Training and educatlion costs in excess of those otherwise allowable
under subparagraphs b and ¢ may be allowed with prior approval of the awarding
agency. To be considered for approval, the o¢rganization must demonstrate that
such costs are consistently incurred pursuant te an established training and
education program, and that the courses or degree pursued 1s relative to the
field in which the employee is now working or may reasonably be expected to
work.

50, Trensportation costs. Transportation costs include freight, express,
cartage, and postage charges relating either to goods purchased, in process, or
delivered. These costs are alliowable. When such costs can readily be ldentified
with The items inveolved, they may be directly charged &s transportetion costs or
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ar. actuss cost Dasis, on oa per diem or mileage bpasis
Lnaourred, or on a combination of the “wo, provided ti o apr. L
an =ntire trip and not to selected days of the trip, and results in charass
consistent with those normally aliowed in like circumstances in the non-profit
organiczation’s non-federally-sponsored activities

b. Lodging and subsistence. {0sts incurred by employees and oificers
el, including costs of lodging, other subsistence, and incidental expans
1 be copsidered reasonable and allowable only to the QXLnnt such costs do
(=P,

O

[

43

;
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&
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gu1ar operations as the result of the non- proflt organlgatlon s wrluten travel
licy. In the absence of an acceptable, written non-profit organization policy
garding travel costs, the rates and amounts established under subchapter I of
a
i
a

m O

5

<

Z2 D

"
o "1 -

pter 37, Title 5, United Statss Code [“Travel and Subsistence Expenses;

eage Allowances”), or by the Administrator of General Services, or by the
sident {or his or hsr designee) pursuant to any provisions ¢f such subchapter
all applv to travel under Tederal awards {48 CFR 31.205-46{aj}}.

1

(5]

2, Commercial alr travel.

commercial
2 {where

{1) Airfare costs in excess of the customary standa
airfare {(coach or equivalent), Federal Government contract airf
aurtheorized and available), or the lowest commercial discount airfare are
uriallowable excapt when such accommodations would: {a) requ*’rQ circultous
routing; (b} redquire travel during unreasonable hours; (¢} ezcessively prolong
travel; (d) result in additional costs that would ofiset the transportation
savings; or (e} offer accommedations not rezasonably adeguate for the traveler’s
medical needs. The non-profit organization must justify and document these

.

conditions on & case-by-case basis in order for the use ¢f first-class airfa
to be allowable in such cases.

-
r
=3

h 14 (L

=

(2) Unless a pattern of avoidance is detectad, the Federal
Govarnment will generally not guestion a non-profit organization's
determinations that customary standard airfare or other discount airiare is
unavailable for specific trips if the non-profit organization can demonstrate
her of the following: (a) that such airfare was not available in the
specific case; or (b} that it is the non-profit organization’s overall practice
to make routine use of such airfare. ’

d. Bir travel by otler than commercial carrier. Costs of travel by non-
profit organization-awnad, -leased, or -chartered aircraft include the cost of
lease, charter, operation {(including perscnnel costs), maintenance,
depreciation, insurance, and other related costs. The portion of such costs
that axceeds the cost of allowable commercial air travel, as provided for in
subparagraph] c., is unallowable.

~
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hourance Toaonnoogy Instituete (2T20, Tnarisston, South Zarciins
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ernSpate Tornarat oo, A1 Segundo, Calilornia

aJton LT

PBavtaellse Memorial Inst: Headaguarzered in Tolumbus, Dhi

KNew

Braakhaxven National LanpuraZory,

aczhusetis

1

Criaries Stark Drapey Laboratory, Incorporated, Cambridgs, Mas

CNA Corporation (TNACY, 3dlexandria, Virginia

Goeorgia Institute of Tachnology/Georgia Tech Applised Research Zorporation/
Senrgia Tech Research Institute, Atlanta, Georgdla
Hanford Lruvirpnmen=al Healtn Foundation, Pachland, Washington

71T Reszarch Institute, Chicago, Illincis

Inszitute of Gas Technology, Thiczago, Ililnois
Institute for Defense Analysis, Alexandriz, Virginia

LMI, MclLean, Virginia

Mitre Corporation, Bedford, Massachusetts

Mi-retek #ystems, Inc., ralls Church, Virginia

Mational Radiological Astronomy Observatory, Sresn Bank, West Virginiz

Naticnal Renswable Energy Laboratery, Golden, Colorado

Gak PRidge Zssociated Universities, Oak Ridge, Tennessee

0

Rand Corperation, Santa Monica, California
Research Triangle Institute, Research Triangle Park, North Carolina

Piverside Research Institute, New York, New York

Sputh Carolina Research ARuthority (SCRR), Charleston, South Carolina

oy
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hud.t costs
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Part - Data Ceollection Form [(Form SF-SAT).
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kuditcy means an auditor, that is a public accountant or a Faderal,
State or Jocal govarnment audit orJjanization, which meets the general
standards specifled in genzrally accoepted government audiving standards
(EAGAS) . The term auditor does not include internal suditors of non-profic

organizatisns

hudit finding means defic the auditor is reguired by
§ 510 (a) o report in the sC nd-rqs and guestioned costs

DB _nymber means the number aszigned to a Federal program in the
Ca:aloc of Pederal Domestic Assistance (CFDA).

Cluster of programs means a grouping of closely related programs that
shars common compliance reguirements. The types of clusters of programs are
research and develepment (RaD), student financial aid {(5FA), and other
clustavrs. "Ocher clugters" are as defined by the Office of Management and
Budget (OMB} in the compliance suppiemnnf or as designated by a Stats for
Federa] awards the State provides to its subrecipients that meet the
definition of & czluster of programs. %nen designating an "other cluster," &
State shall idesntify the Federal awards included in che cluster and advi"ﬂ o
subrecipients of compliance reguirsments applicable to the cluster, consistent
with §  .400(d) (1} and §__ .400{(d}(2), respectively. A cluster of programs
shall be considerad as one p*og*am for de:nrm1n¢ng major programs, as
described in § .520, and, with the exception of R&D as described in
§ .200(c}, whether a program-speciiic audit may be elected.

Coonizant agencv for audit means the Federal agency designated to carry
out che responsibilities degcriped in § .400{a}) .

Compliance supplement refers to the Clrcular 2-133 Compliance
Supplement, included ag RAppendix B to Circulary A-133, or such documents as
OMB or its designee may issue to replace it. This document is svailable from
the Sovernment Printing 0ffice, Superintendent cf Documents, Washington, DT
20402-9325. :

Corrective action means action taken by the auditze that:

(1) Corrests identified deficiencies;
{2} Produces recommended improvaements; oOr

{2} Demonstrates that audit findings are either invalid or do not
warrant auditee action,

Federal agency hag the game meaning as the term agency in Se22tion 351 (1)
of ticle 5, United States Code

7aderal award meansg Federal financial assistance and ¥Fezderazl cost-
reimbursement contracts that non-Faderal entities recszsive diractly from
Federal zwarding agencies or indirsctly from pass-through antities. Iz doss
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rogram means:

number 11 the CFDA.

(23 Wher no CFDE number ic assigned, &1l Federal awards from the sams
agency made for the same purposs should be combined and conesidered one
program.

(2 Notwithstanding paragraphs (1) and (2) of this deizmnition, &
riuster of programs. The tvpes of clusters of programs are:

(1) Pesearch and development (R&D);
{iiy Studemnt financial =zid (SF&); and
{iii) "Other clusters," as described in the definition ol cluster
of programs in this section.
sued Dy

GAGES weans generally accepted government auditing standards i
the Comptroller Geéneral of the United States, wnich are applizable ©
financial audits.

Generslly a
generally accepte
Certified Public

Indian tribe means any Indisn tribe, band, nation, or other corganized
group or community, inciuding any Rlaskan Native wvillage or regional or
village corporation (as defined im, or established under, the Aliaskan Hative
Claime Settlement &Act) that is recognized by the United States as eligible for
the special programs and services provided by the United States to Indians
pecause of their status as Indians.

Internal cemtrol means z procese, effected by ap entiity's management and
other personnel, designed to provide reascnable assurance regarding the
achisvement of obiectives in the following categories:

(1) Effectiveness and efficiency of operations;

23 Reliabpility of finanzial reporting; and

(%) Compiiance wizh applicable laws and regulations.

Incernzl control mertaipning to the gompliance reguirements for Federeld
crograms (Internal control over Fedeval programs) means & process--cifected by

tr
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(1) ovisions of contracts or grant
agraamencs that effect on a Faderal program;
and

(i1} Any ot-her laws and regulaticons chat are identified in the

compliance supplement; and

{3) Funds, pro
=2

vy, and other assecs are safsguarded against l1oss
from unauthorized us i

pert
or digpogition.

er
-
4

LOan means a Federal loan or loan guarantee received or administersd by
a non-rederal enticy
Local government meansz any upit of local government wichin a Starte,
including a =ounty, borough, municipality, city, town, fownship, parish, lozal
public authority, sp=cial district, school district, intrastate districo,
government

council of govermments, and any other instrumentality of local

Maior program means a rederal program determined by the auditor to be a
major program in accordance with § 520 or 2 program identified as a msjor
program by a Federal agency or pass-Lhrough entity in accordance with

§ .215(c) .

Management degision means the evaluation by the Federal awarding agsncy
oT pass-through entity of the audit findings and corrective action plan and
the igsusnce of a2 written decision as to what corresctive action is necessary.

Non-Federal sntity measns a State, local government, or non-proiit
crganization. )

Non-profit orcanization means:

{1) any corporation, trust, assoclation, cooperative, or other
organ:zation that

{1) is operated primarily for scientific, educational, service,
charitable, or similar purposes in the public interest;

{ii) Is not organized primarily for proifit; and

{iii) Uses its net proceeds teo maintain, improve, cor expand its

operaticonsg; angd

{2z} The term non-profit organization includes non-profit insticuticns
of higher education and hospitals.
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Effeccive July 2§, 100X, the foliowing 1 add fiprtion

L Federal aaency wWith oversgight fo* an zudite I oversighl LG

ano-hier Federal agency wnich provides supstant arnd agresg Lo

e The cversight agsncy for audilt. Within 20 d any

reazssignment, bothk the old and the new oversigh cr sudlit snall

notify the auditees, and, 1f known, the auditor ceignment .

Fzes-*hroual entitv means @ non-Feaeral entity thetl preovides & Tederal
awerd To & subrecipient Lo carry out e Federal program.

Frogram-swpegcific sudit means an audit of ome Federal program &s provided
for im §___.200(c) and §___.235.

Dues ioned cost means & cost that 15 guestiomed by the auditor becauses
of an audit findin

lQ

11 Which resulted from & violation or possible viclation of &
provision of 2 law, regulation, contract, grant, cooperative agreement, or
other sgreement or document governing the use of Federzl funds, :including
funds used to match Federzl funds;

(Z) Wnere the costs, at the time of the audit, &re notv supported by
ad=custe documentation; oI

(31 Where the costs incurred appear uhreascnable and do not reflect
the aciione a prudent perscn would take in the circumstances.

ecipient means a non-Federal en that expends Federal awa
received directly from gz Federzl awarding agency tc carry out a Fed
LYCgYam.

, both basgic
a non-

ed tToward

o=

Resesrch and development (R&aD) means @il resezrch a
and applied, and all development actiVities that are perf
Federal entity. Ressarch is defined as a systematic stud
fuller scientific knowledge or understandlng of the subject d. The term
research alsc includes activities inmvolving the training of imdividuals in
research technigues where such activities utilize the same facilitlies as other
research and development activities and where such activities are not includec

in the instruction function Development is the systematic vse of knowledge
and understanding gained from resezrch directed towzrd the production of

rseful materizls, devices, eystems, or methods, including design and
development of prolotypes and processces.

Single sudit means an audit which includes both the entity's financial
statements and the Federal awards as described 1in § .500.
Stzte means an: ! i i Stat 1 : dF Colambia,

he CoImonwe
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subrecioient means a non-rFederal sniity that erxpends Federal awards
reczived from a pags-through entity to carry out a Federal program, »ut cdoss
not include an individual that 1s a beneficiary of such a program. B
sunreciplent may also be a reciplent of otnher Federal awards directly from 4
Ferderal award:ing agency. Guidance on distinguishing between a subrecipient
ant a vender g provided in §_  .Z210.

Types of compliance regujirements refers to the Zypes of compliance
reguirements listed in :he complldn 2 supplement. Examples include:
activities allowed or unallowad; allowable costs/cest principles; cash
management,; eligibility; matching, level of eflort, sgarmarking,; and,
reporting.

Yendor means & de stributor, merchant, or othe
of a F

ler, di
re raguired for the condugct

rh

aoods or services that F ¥

The=se goods or services may be for an organization's own use or for ths use of
beneficiaries of the Federal program. BAdditional guidence on distinguishing
bhetween a subrecipient and 3 vendor is provided in §_ .210,

Subpart B-—Audits

5 .200 indit regquirements.

{a) sudit reguired. MNon-Federal entitiss that expend 5300, 0C0
(7500,000 for fiscal yeers Dndlng 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 part. Guidance on
determining Federal awards expended is provided in § .205.

() Single audit. MNon-Federal entitles that sxpend $200,000 (5300,00
for fiscal years ending arter December 31, 2003) or more in a year in Federal
awards shall have a single audit conducted in accordance with §  .500 except
whan they elect to have a program-specific audit conducted in accordance wit
paragraph (g} of this section.

{c) Program-specific audit election. Wwhen an auditee expends Federal

awards under only one Federal program (excluding R&D) aznd the Federal
program's laws, regulations, or grant agrsements do not reguire a financial
statement audit of the auditee, the auditee may elect te have a program-
specific sudit conducted in accordance with §_ .235. A program-specific

audit may not bhe elected for R&D unless all of the Federal awards expended

wera received from the same Federal agency, or the same Federal agency and the

same pzss-through entity, and that Federal agency, or pass-through entity in
ase of a subrecipient, approves in advance a program-specific audit.

Exemption when Federal awards expended zre less than $300,000
(5$500,000 for fiscal vears ending aftrer December 31, 2003). HNon-Federal

ATTACHMENT .. &
PAGE .. ¥.. OF .22 pAGES




Ziw
Slatel
Fed
zO
sESLC c
and direct
subreciplen
programs; T
recelpt or
COMModitTies
al} InCerest
oy
at rask fox
used te cal
ercept &5 n
wlus

GOVernment

received,

wheh al:

award

a g OLE
witDh grants, cosT-reimbursement contractis, COOPEralive agreslents,
appropriations; the disbursement of funds passed through t
ts; the use of luan proceeds under loan and loan guarantee
ne receipt of property; the receipt of surplus property; the
use of program income; tThe distribution or comsumptien cf food
; The disbursement of amounts entitling the non-Tederal entiity 1o
subsidy; zpd, the period when insurance 28 in force.
Loan and loan guarantees (loancsi. Since the Federal Sovernment Ls
loane until the debt is repaid, The following guldelines shell be
culete the value of Federal awzrds zrpended under lcan programs,
oted in paragraphs {c) and (d) <f this section:
(1) Vzlue of new loans mads or received during the fiscal yesar;
(2) Ealance of loans from previous vesrs for wnich the Feceral
lmposes cont ing compliance reguirements; pilus
(23 ny interest subsidy, cash, or administrat cest allowance

c: Loan end loan agusrantees (lcans) at institutignes of higher
educetion. When lcans are made to students of an institution of higher
educatlon put the institution doss not make the _eoans, then ornly the value of
loans made during the year shall be considered Tedera) awards expended in that
vezr. The balance of loans for previocus years is not included as Federal
awards expendec because the lender accounts for the pricr balances

i Prior ican and loap guaraniees (losns).  Leans, the proceeds of
which were received and expended in pricr-years, are not considered Feceral
eweras ezpended under this part h L regulatlo d provissons

I grant agreements i < Car 5€ CORTANUING

=
endowment
in ecach yea

empn s oLner the

endowment funds. The cumuliative belance of Fed

der ards
funds which zre federzlly restricted zre considered awards expended

r in which the funds are still rest

Free rant. Free rent received by itself is not counsidered &
r¢ expended under this part Howsver, Tree rent receilved as part
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Non-

nroper

“he time ol recelpt or The

s
i Medicaid. Medicald payments To a subreclpient Ior providing
patient care services to Med#ca;d 2ligible individuals are nnt considered
Federal awards expended under this part unizss a State reguires the funds o
ne rtrested as Federal awards ezpended pecause reimbursement is on a cost-
reimbursement bacis
il Tertain loans nrovided by the Natiogpal Credit Union

tdminigtration. For purposes of thig part, loans made from the National

e

Cred:t Union 3hare Insurance Fund and the Central Lignidity Facility :ha: ar
funded by contribuvtions from insured institutions are not considerad Federal
awards expended.

5 .210 Subrecipient and vendor determinations.
ral) General. ®n zudites may be a recipient, & subrecipient, =znd &
vendor . Federal awards expended as a recipient or a subrecipient would be
subject to audit under this part. The payments raceived for goods or s2rvi
5

5
provided as a vendor would not he considered Federal awards. The guidanc
paragraphs (b} and (c) of this ssction should be considersd in determining
wnvukﬂ* Dayments constitute a Faderal award or a payment for goods and

i) Federal award. Characteristics indicative of 2 rederal award
received by a subrecipient are when the organizaticn:
{1) Determines who is eligible to receive what Federal financial
2zsistance;
{2) BEas its oe*‘o"mance measured against whether the objectives

of the Faderal program are me

{3) Has responsibility for programmatic decision making;

g

(4} Has respons
program zcompliance reguiremen

bility for adherence to applicable Faderal
d

{5} Uses the Federal funds to carry out a program of the
rganization as compared to providing goods cor services for a program of the
pass—through entity.

(c) Pavment for zgoods and serviges. Characteristics indicati ve of a
vayment for goods and services received by a vandor are when the organization:
t13 Pravides “he goods and services within normal business
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Cince This part doss not apply to for-
pro r Lgh entity is responsikbile for establishing
reg compiitance by Ior-profzt subrecipiente
The ecipient should describe gpplicable
COMmp. c = rofit subrecipient's complilance
resp b ty. ] Sur ompliance for Federal awards made to for-
profit subrecipients may include pre-award audits, monitcring during the
contract, and posi-award audilts

| Compliang “DSDORSibl;ltV for vendors. In most caeses, tThe
guditee’'s complliance respons ibility for vendors is only to ensure that the
procurement, receipt, and payment for goods and services comply with laws,
regulations, and the provicsions of contracts or grant agreements. Program
compliance reguirements normelly do not pass through to vendors. However, th
aufites 1§ responsible for ensuring compliance for vendor transactions which
are structured such that the vendor is responsible for program compliance or

the vender's records must be reviewed to determine program compliance., Rlsc,

‘-<

mn

when these vendor transactions relate tc a major program, the scope of the
audit shail include determining whﬂthe* these transaciions are in compliance
witl: iaws, regu-ations, and the provisione of contracts or grant agreements.
& __.21% Relaticn to other audit reguirements.

iz, Budit under this wart v ieuy of other audits. An audit made in
accordence with this part shall be in lieu of any financial audit required
under individuel Federel awards. To tne extent this audit meets & Federal
agency's meeds, it shall rely upon and tse such audite. The provisions of
ihis part peither limit the authority of Federal agencies, including their
Inspectors Generai, or GAC o conduct or arrange for additional audits (e.c.,
financizl sudits, performancs audits, evaiusticns, Inspections, or reviews)
nor auwincrize any suditee to constreln Fede:al gcencies IrOom Carrying out
additional audite. Any additional audits shall he anned and performec in
fuch & wey &8 to bullid upon work ypfformec Ly ot h@r auditor
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G , Such

Foihe Tiscel v

its auditor, s

agency whether

—he risk-baszed aw

zd Lnorementa: O3

“he suditze wWnhetner

50370 T ersd ! program.  IF the Drogram 15 To D
program Dazed upon This Fede cy raguest, and
o opay “he full incremental then the audites
audiTed as a maior Srogram. through 2ntity

thils paragraph for a subrec.pient.

5 .220 Frequency of audits.

Fuzept For she provisions ior biennizl azudits previded -0 saragraphz ()
and (b) of this section, audits reguired by this part shall be performed
annually. DAny biennial audit shall cover both yesars within the biennial
period.

‘3) A State or local government that is required by constitution or
: in effect on January 1, 1987, to undergo its audits less f{requently
chan arnnually, is permitted to undergo its audits pursuant to this part
Diannizlly.  This reguirement muast still be In effect for the biennial period
under audit

oy Eny non-proiit organization that had biennial audits for all
piennial periods ending between July 1, 1922, and January 1, 1285, is
permitred to undergo its audits pursuant to this part bisnnially.

§ .225 Sanctions.

No audit costs may be charged to Federal awards when audits required by
this part have not been made or have been made but not in accordance with this
part. In cases of continued inabllity or upwillingness to have an audit

rd cted in accordance Nihh this part, Federal agencies and pass-through
arntities shall take appropriate actlion using sanctions such as:

+

tas percentage of Federal awards until the audit is
ed

0
o
=
o
e
[
o

fc} Suspending Federal awards until the audit is conducted; or

{d} Terminating the Federal award.
S .230 Audit costs.

{ai 2llowaple costs. Unless prohibited by law, the cost of audits
made in accordance with the provisions of this part are allowable charges to
Federael zwards. The charges may be considered a direct cost or an allocated

indirect cost, as determined in accordance with the provisions of applicabls
OMB cost principles circulars, the Federal Aocquisition Regulation ([FER) (48
CFR parts 30 and 31), or other applicable cost principies or regulations.

1=
8]
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& it cf limited sCcone

suC.TE LI anooraznce wilth & oC(ay {2y,
provid neve a sSingle zudlit For purposes of tlis
part, LT u0Ee AagresC-upon ProceGures engeagements
condac The AEITPE' S generzlily accepted suditing
standa “hat are paid for and srranged by & pass-
Tnroudfl cr mere of tne followinc tTypes of
compicar sl owed ¢r unzlliowed; eliowable
CCELS ma ng, leve f effcrt, esarmarking;

§__ .235 Program-specific audits.

(=} Program-swecific audit guide zvailable. . @ program-
specific audit guide will be available to provide specific guidance to tThe
auditor with respect to internel contrel, compliance reguirements, suggested
auc>t procedures, and audit reporting requlrements. The aucitor should
contact the 0ifice of Inspectcr Generzl of the Federal agency to determine
whetner such & gulde 1s available. When & current program-specific audit
guide is ilakle, the auditor shall follow GAGAS and the guide when

program-specific audit.

a
perfcrming

b Program—specific audit ouide not sve
specific audit guide is not available, the auditee
Lagicelly the same responsibilities for the Federal
£ udit of a major program in a single audit.

ie. (1) When a program-
nd auditor shall have
program &£ they would have

IAJ
|
]
mtr

L’\
=
Dl
H
b

(27 The auditee shall prepare the financial statement{s) for the
Federal program that includes, at & minimow, & schedule of expenditures of
Feasral awards for the program end notes that describe the significant
aczcounting policies used in preparing the schedule, a summary schedule of
pricr audit findings cdnsistent with the reguiremente of §_ .315(b), and e
corrective action plan consistent with the reguirements of § . 31E(e).

(2} The auditcor shelil:
(1) Perform an audit ¢f the financial statement (s} for the
Fegderal program in accordance with GAGLES;

{11}  Oprein an understand-ng of internsl control and
rfcrm tests of internal control over the Fedsral program cohfistent with the
reguirements of § .500{g) for a meicy program;

{11i) Pericrm procedures to determine whether the zuditee
has complied with laws, regulstions, and the provisions ¢f contracis or grant
acrzements that could have z direct aznd meterzzl L on the Federal program
cong_stent with tThe reguirements of § . 500(2) for a major program; and
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1

~onbiined or
arenentad in ot
Wwas Conductad

imer of opinion; as to whetner
m Ls presented falrly in ail
accounting peolicies;

rt on internal control related to zh
the scope of tTesting of internal con

rijl; A report on complisnce which Includes an opinion (or
imer of opinion) 4s to whether the auditees complied with laws,
tions, and the provisions ol contracts or grant agreements which covid
direct and material efiect on <he Faderal program; and

(iv) A schedule of findings and questionad costs for the
rogram that includes a summary of the auditor's results relat! :
program in a forma:t comsistent with §  .505(d) (1) and find
ad costs consistent with the IEQUlfemeﬂtS of §  .505(4) (3}.

i) Report submission for program—specific audits.

Thne audit shall be completed and Che reporting regquired by paragradh

) or (c){3) of this section submitted within the earlier of 30 days aite

pt of the auditor’s reportis), or nine months after the end of the audit

unless a longer period is agrezed to in advance by the Federal agency

vided the funding or a different pariod is specified in a program-
audit guide. (Howewer, for fiscal years Pbeginning on or before Juns
, the audit shall be completed and the required reporting shall be

4 within the earlier of 30 days after receipt of the auditor

Yy, or 13 months after the end of the audit period, unless a dl faerent
3
2

specified in a program-specific audit guide.) Unless restricted by
ulation, the audites shall make report copies available for public

—
R Qrt it W'y o

(2} When a program-specific audit guide is available, th
auditee shall submit te the Federal clearinghouse designatad by OMB ¢
collection ‘owm prepared in accordance with s .320(b), as applicable to a
program-specific aud¢t, and the reporting quul“ﬂd by the program-specific

audit guide to be retained as an archival copy. Also, the auditee shall
submit 4o the Federzl awarding agency cor pass-through entity the reporting
reauired by the program-specific auvdit guide.

(2) When a program-specific audit guide is not available, the
reporting package for a program-speciiic audit shall consist of the financial
statement (s) of the Federal program, a summary schedule of prior audit
findings, and a corrective actlon plan as described in paragraph (k) (2} of

i
this section, and the auditor's report{s} described in paragraph (b} (4) of
tnis section. The data ceollection form prepared in accordance with

14
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regulrsmnsnts o £ L 320(e) {2) L subreclpient mey supmit & copy of The
Irepcriing Lachkadge Lo The Le hoentity to comply with thile notificatiorn
reguiremnsnt

id Oiper sectogrne of 1hie Rart mey apply.  Program-specific audites
are subsect o § 100 through & S215(by, & 220 tnrough § 230,
5 300 through & L3085, & L3:5, & 220 (f)y nroual: § L320(3), € 400
through § 405, § .510 tnrough & .51h, and cther referenced provisions
cf this part unless contrary to the provisions of this secticrn, & program-
specific audit guide, or program laws and regulations
Subpart C--ZAuditees
s .300 Zuditee responsibilities.
The zuditee shall

=y Identify, in Zts accounts, all Federel awards received and
expended and the Federal programs under which they were received. Federal
rrogram and award identification shall ZInclude, as applicabple, the CFDZ title
and number, award number and year, name of the Federel agency, and name of the
pags-through entity.

pe) Maintain Internal control over Eederal programs that provides
reasonable assurance that the auditee is mahaging
Federal awards in compliance with laws, regulations, and the provisions of
contracts or grant agreements that could heave a materisl effect on each of its
Federel programs.

(i Comply with laws, regulations, and the provisions of contracts or
grent agreements related to each of its Federzl programs.

id; Frepare appropriate financiael statements, including the schedule
¢t expesnditures of Federal awards in accordance with § .310.

Ensure that

erfo and submiited when due. When extensions to the rep

us date required by §_ .220(a) zre granted by the cognizant or oversight
gency for audit, "*ompt ¥ notify e Federal clearinghouse decsignated by OME
0 gse-through ent;ty p:cv;c;ng Federal awards of tLhe exitension.

the agudits required by this part are properly
ort

4]

£ Fellow up end take corrective zction on audit findings, including
preparetion of a summery schedule of pricr audit findings end & corrective
action plan in accordance with § .315 (k) &nd 8§ .315{e), respectively.
£ 305 2uditor selection
ATTACHMENT ..
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ng spizals and Other

3¢ zre 42 5 applil oMz e
svaliable fr tratio ation Tfice, * Ka
Hew Lxecutive OFFice Building, ington, ) Wnunever pDSSiD¢E
auditess shall make positive 2fforts to urilize small businssses, IneTiTy-
owned firms, and women's business enterprises, in procuring audic serviozs as
stated in the A-~102 Common Rule, OMB Circular A-1310, or ctche FhR 48 CF® part
42z}, as applicable. 1In requesting proposals for audit services, the
objectives and scope of the audit should be made clear. Factors to be

considered in evaluating =ach proposal for audit services include the
resvowg'vﬂness to the raguest for proposal, relevant sxpevrience, avallanility
of sta with profﬁ551onal gqualifications and technical abilities, the rssulcs
Kt ‘:al quality control reviews, and price.

-iction on auditor premaring ipndirect cost proposals. An
res the indirect cost proposal or cost allocation plan may
ted to perform the audit required by this part when the
s

g
~

audizor who
not also be
indirect cost
million. Thi
the indirez: zos
which the result:
Yacover costs.

zred by the auditee during the prior year excesded 351
triction applies to the base year used in the preparation
proposal or cost azlloczation plan and any subsequent y=sars

ng indirect cost agreement or cost allocation plan is used
o minimize any disruption in existing contracts for audit
ragraph appii=s to audits of fiscal vears beginning after

r; ot ot
(o]

0 m o im
1 FeQ
[ad~]

of Federal auditors. TFederal auditors may perform all or part
uired under this part if they comply fully with the
thnis part.

of the work
reguirements
§ L3310 Financial statements.
(al Financial statements. The audites shall prepeare financial
statements that reflect its financial position, results of opsrations or
changes in net assets, and, where appropriate, cash Ilows for the fiscal yesar
audited. The financial statsments shall be fpr the same organizational unit
and fiscal year that is chosen to mest the reguirements of this part.
However, organization-wide financial statements may also include departments,
agenciss, and other organizational units that have separate audits iwm
acoordance with §_ .500{a} and prepare separats financial statements.

h) Schedule of expenditures of Federal awards. The auditse shall
also prepare a schedule of expenditures of Federal awards for the perioed
covered by the auditee’s financial statements. While not reguired, ithe

audisee may chooge to provide information resgquested by Federal awarding
agencies and pass-through entities to make the schedule sasier to use, Fo
example, when a Federal program has multiple award years, the auditee may
the ampunt of Federal awards expended for sach award year separately. &t
minimum, the schedule shall:

r
lzet
a

(1) List individual Federal programs by Faderal agsncy.
Federal programs incdluded in a cluster of programs, list individual Fede
programs within a clustsr of programs. For R&D, total Federal awards expended
shall be shown either by individual award or by Federal agency and major
subdivigion within the Federal sgency. For example, the National Institutes
of Healzph is a major subdivision in the Department of Health and Human

Servicesg.

Joat
N
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rent nracTtlcal, pass-

o € Ter
schedule the ToLali amount oo

from sach

L6 Incliuge, 1n either the schedole or a2 note Lo the schecul
the va:ue ol the Federal awards expended inn the form of non-cash z28Sls5Tance,
the amount of insurance in effect during the vezsy, and _cans oY lcan
guarantees outstanding at year end. While mot regulired, It is preferacle :tc
present this information In the scheauie.

§ .3L5 Aud:it findings follow-up.
-9 General. The auditee is responCLDIE for follow-up and correc
action orn =1l audit findings. As part of this responsibility, the audite
shall prepare a summery schadule of prior audit findings. The auditse shal
zlsc prepare 2 corregtive action plan for current year audit findings. The
summary schedule of prior audit findings and the corrective actlion plan sha
include the reference numbers the audicor zssigns to audit findings under
§ .520{c). Since the summary schedvle may include audit findings Zxom
miltiple vears, it shall inciude the fiscal year in which the finding
initially occurred.

() Summary schedule of pricr audit findings. The summary schedule of
prior audit findings shall report the status of 2ll audit findings included in
the pricr audit's schedule of findings and guestioned costs relative To
Federasl awards. The summary schedule shall also Include audit findings
reported in the prior audit's summary schedule of prior audit findings except
audit findings listed as corrected in accordance with peragraph (b) {1) of this
section, or no longer valid or not werranting further action in acCcOrGance
with paragraph (b){4) of this ssotion.

‘

R When audit findings were fully corrected, the summary
schedule need only list the audit findings and state bthat corrective action
was taken.

{2} When audit findings were not corrected or were only
pertiazlly corrected, the summary schedule shall describe the planned
corrective action as well as any partizl corrective action taken.

£2) Wnen corrective action taken is significantly different from
corrective action previously reported in & corrective action ;‘an or in the
Federal agency’s or pass-through entlly's Management decision, the summary
schedule shall provide an explanaticn.

i4) When the auditee believes the audit findings are mo longer
valid or do not warrant further actiopn, the reasons for this position shall be
described in the summary schedule. 2 valld reason for comeidering an audit
finding as not warranting further action is that &all of the following nave
occurred:

(il Two years have passed gince the audit report in which
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121t The
curront by foilowing up wizh
1iit B oma
- Jgrrective actio N
shail prepare a cory - A ¢ address each audit
in the currsnt vzay auvdicor eports. The corrective acoi:
nvide zhe name ‘s of the zontact personis) resseonsible for o
“he correctiive ac-ion planned, and -he anticipated et
uditee does not agree with the audit findings or
s not reguired, then the ocorrective action plan
10D and speciiic reasons
5 -320 Report submission,
a General. The audit shall bz completed and the data collzction

fa)
form described in paragraph (b) of this secrticn and reporting package
described in paragraph (c) of this section shall be submitted within the
szrlier of 30 days after receipt of the auditor’'s reportis), or nine monchs
after the =nd of rLhe audit period, unless a longer period is agreed o in
advance by the ¢ognilzant or oversight agency for audit. (However, for fiscal
years beginning on or before June 30, 1998, the audit shall be completed and
the Zata collection form and reporting package shall be submitted within the
earlier of 30 days after receipt of the auditor’'s report(s), or 13 montins
after the end of the audit period.) Unless restricted by law or regulation,
che auditee shall make copies available for public inspection.

(o) Data Collection. {1) The auditee shall submit a data collection
form which states whether the audit was completed in accordance with this part
and provides information about the auditee, its Federal programs, and the
regults of the audit. The form shall be approved by OMB, available frowm the
Federal clearinghouse designated by OMB, and include data elements similar to
those presented in this paragraph. A senior level representative of the

auditee (e.g., State contreller, director of fimnance, chief executive officer,
or chief finanecial officer) ehall sign a statement to be included as part of
the form certifying that: the audites complied with the reguirements of thi

Tnis
part, the form was prepared in accordance with this part {and the instructions
accompanying the form), and the information included in the form, in its
entirety, are accurats and complets,

(2} The data collegtion form shall include the following data
zlemants:

(i) The type of report the auditor issued on the financial statemants of
the audites (i.e., ungualified opinion, gualifisd opinion, adverse
opinion, or disclaimer of opinicn).

{11} Wheres applicable, a statement that repertable conditions in internal
control wers disclosed by the audit of the financial statements and
whether any such conditions were material weaknesses.

(1ii) A statement as to whether the audit disclosed any noncompliance which
ig material to the financial statemsnts of the auditee.
{iv} Where applicable, a statament that reportable conditions in intarnal

control over major programs were disclosed by the audit and whether
anty such conditions were material weaknesses,

() Tne type of report the auvditor issuved on compliance for major

18
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20 The name of each Federal prograrm and Zdentification of each major
pregram.  Individual programs withim a cluster oI programs should e
tisted ir the same ~evel of detz:l as they are llsted in the scheause
of expenditures cof Federal awards

121 The amount of expenditures in the scheduie of expenditures of Federal
awards associated with each Federsl program.

fxid) For each Federazl program, & yes or no statement as to wherher there
zre andit findings in each of ths following types of compliance
requirements and the total amount of any guestioned costs:

(B} Lerivities allowed or unallowed.

{B) Rllowable costs/cost principles.

(<) Cazsl: management.

(D} Davis-Bacon Act.

(E) Eiigibility.

(F) Eguipment and real property management.
(G) Matching, level of eifort, sarmarking.

(H) Period of availability of Federal funds.
(1) Procurement and suspensicon and debarment.
(3] Program income.

(X} Rezl property acguisition and relecation assistance.
(L) Reporting.

M) Subrecipient monitoring.

(N} Specizl tests and provisions.

auditee Name, Employer Identification Number (s), Names and Title of
Certifving Officizl, Telephone Number, Signature, and Date.

(xivi huditor Name, Kame and Title of Contact Person, Auditor Address,
muditor Telephone Number, Signature, and Date.

Aty Whether the auditcee has either & cognizant or oversight agency for
audit.
Pavs ) The name of the cognizant or oversight agency for audit determined in
ancordance with § . 400(s) and §  .400(b), respectively
{z) Using the informartion included in the repcrting package
described in paragraph (¢) of this section, the auditor shall complete the
applicable sections of the form. The auditor shall sign = statement to be
included as part of the data ccllection ferm that indicetes, at a minimum, the
source of the information included in the form, the auditor’s responsibility
for the information, tha r i

the form is not & supstitute Lo
s

¥ this section, and

at the reporting
package described in paragraph {(c} of Tt £

ne content oI

18 -l
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V2 sudizor s repor:t’'s) discussad in § .505; and

T4 Correcrive action plan discussed n § .215(z}.
(dy 3ubmission to clearinghous=s. A&l11 auditees shall submit o the
Federal clisaringhouse d351gnated by OMB che data collection form described In
paragraph (b) of thig section and one copy of the raporting package described
:n paragraph {(c) of this section for:
(1) The Federal clearinghouse te retain as an 2rchival copy;
and
(2} Bach Federal awardlng agency when the schedule 2f findings
and guestioned costs disclosed audit findings relating to Faderal awards fhat

the Federal awarding agency provided dlraCLLy or the summary schedule of prior
audit findings reported the status of any audit findings relating to Federal
awarde that the Federal awarding agency provided directly.

“he

-
=
b

ie) Bdditionzl submizsion bv subrecipisnts. (1) In addition <o
requiremants discussed in paragraph (d) Sf chis seciion, auditess that av
z2lso subrecipiencs shall submit to sach pass-through entity one copy of i
reporting packade described in paragraph (c) of this section for each pas
rhrough entity when the schedule of findings and guestioned costs discles
a3

e

[T
2

I

sC
auvditr findings relating to Federal awards chat the pass—throuuh mnh_ty
provided or the summary schedule of prior audit findings report “he status
of any audit IZindings relating to Federal awards that the pass hrough 2nt ity
crovided.

(23 Instead of submitting the reporting package to a pass-
through =ntity, when a subrscipisnt is not reguired to submit a reporting
package Lo a pass-through entity pursuant to paragraph f{(e) (1) of this section,
“he subrecipient shall provide WIlthn notification to the pass-through entity
that: an audit of the subrecipient was conducted in accordance with this par:
{including the period covered by the audit and the nawme, amount, and (FD2
number of the Federal award(s) provided by the pass-through entity); the
schedule of findings and guestioned costs disclosed no audit £indings relating
to the Federal award(s) that the pass-through entity provided; and, the
summary schedule of prior audit findings did not report on the status of any
audit findings relating to the Federal award(s) that the pass-through entity
provided. A subrecipient may submit a copy of the reporting package described
in paragraph {¢) of this section to a pazs-through entity to comply with this
notification requirsment.

{£) Regussts for report copies. In response Lo redquests by a Fadar
agency ©r pass-through entlty, auditees ghall submit the appropriate copies of
the reporting package described in paragraph (c) of this section and, if
requegted, a copy of any management letters issued by the auditor.

(g) Report refention reguirements. Auditees shall kesep one copy of

he data collection form described in paragraph (b) of this section and one
opy of cthe reporting package described in paragraph (¢) of this section on
ile for three years from the date of submission to the Federal clearinghouse

Fh (} T
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e zceived In
& 2E{z) (2) tc
ay =i completed
& anda folliocw up
: s cocilectlon
ghouge addreszs . The address of the Federel cliesringhouss
d py OME is Federal Zugit Clearimghouse, Bureau ci the
Srreet, Jeffersonville, IN 47232
Flectronic filing Nothing in this part sghall preclude electronic
tc tne Federal ciearinghouse in Such ManNer &s may be approved by
OME. Witk OME approval, the Federal clearinghouse may pilot test methods of
elecrtronis submilcssions.

fal

Coani

- -Federzl Agencies and Pass-Through Entities
Responsibilities.

cant agsncy for audit responsibilities. ecipiente expending

than $25 ma

& Year in
designated cogni
thar provides th
OME makes

[=3

Following I
To provide
amount of direct
the recipient's
after. For
be det

for States and 1

& ef
for

Fedsrzl awards and have previously assigned cognizant agenciss for audit,

re qul remencs of

speci

vears ending after December 21,
Federz]l awards shall have cognizant agency for audit. The
zant agency for zudit shall be the Federal awarcing agency

e predominant amount of direct funding to & recipient unless
fic cognizant agency for audit assignment.

llion (£50 million for fisca

i

=

i

oy

fective for Ffiscal years ending on or before December
continuity of cognizance, the

, 2003
determinpation of the predominant
funding shall be bas=d upon direct Federzl awarde expended
fiscal years endwng in 1995, 2000, 2005, and every fifth yearz
example, audit cognizance for per;odﬂ ending in 1987 through
erminad based on Federal awards expended in 199%5. (However,

ocal governments that expend mere than $25 million & year in

the
this paragraph are not sffective until fiscal years beginning

zfter June 0, 2000.}

Following it effective for fiscal years ending afrer December 21, 2003:

The determination of the predominant amount of direct 1=unding shall be based
upon direct Federal awards expended in the recipient's fiscal yvears encing in
2004, 009, 2014, and every f£iftnh year thereafter., For example, audit
cogrizance for periods ending in 2006 through 2020 wiil be cpterm“ned based on

Federal awards e
cognizant agency
Girect Federal a

'*Jg agency

xpcnded in 2004. {However, for 2001 through 2005, the
for audit is determined based on the predominant amount of
wards expended in the recipient's fiscal year ending in Z000) .

the manner in which audit cognizance is Getermined, & Federal
with cognizance for ap auditee may reassign cognizance Lo

ano:he* Federal awarding agency which provides substantial direct funding and
agrees tco he the cognizant agency for zudit. Within 230 days after any
resssignment, both the old and the new cogrnizant sgency for audit shall notify
the auditee, and, if known, the auditor of the reassignment. The cognizant
agency for audit shall:
(o) Provide techpiczal audit advice and lisison to auditees znd
auditors,
[z} Conzider auditee reguests for extensions o the report
“ o
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iy Chtain or concucs gusility ooniroi s
: audizsrs, and provi ‘d= The results, when

{5) Bdvise tne auditor and, where appropriate, the audiuvszs of
any deficizncies found in the audits when the deficiencies reguirs corrzciive
action by thne audicor. When advised of deficiencies, the auditee shall work
with the auditeor to zake corrzctive action. If corrective action is not
taken, the cagnizant agency for audit shall notify the auditor, the auditees,
and applicable Federal awarding agencies and pass-through entities of the

facts nd make rezcommendations for follow-up action. Major inadeguacies Or
repetitive substandard periormance py auditors shall be “DL,rred to
appromriate State licensing agencles and professional bodies for disciplinary
action

(6] Coordinate, to the extent practical, audits or reviaws
made by or for Federal agencies that are in addition to the audits made
pursuant to this part, so that the additional audits or reviews build upon
audits periormed in accordance with this part.

(7) Coordinate a managemant decision for auwdit findings that
he Fedsral programg of more than one agency.

LY
-
[
3

9]

I3
ct

(8) Coordinate the audit work and reporting responsibilities
among auditors to achisve the most cost-effective audit.

(9} For biennial audits permitted under § .220, consider
auditee reguests to gualify as a low-risk auditee under § L530(a) .
fb) Oversight agency for_ audit respeongibilitiss. An auditee which

does not have a designated cognizant agency for audit will be under the
generz]l coversight of the Federal agency determined in accordance with

§ .105. The oversight agency for audit:

(L Shall provide technical advice to auditeess and auditors as
requested.

(2} May assume all or some cof the responsibilities normally

performed by a cognizant agency for audit.

(c) Federal awarding agencv responsibilities. The Federal awarding
agency shall perform the following for the Federal awards it makes:

(1} Identify Federal awards made by informing each recipisnt
of the CFD2 title and number, award name and number, award y=ar, and if the
award is for R&D. When some of this information is not available, the Fedexral

ancy shall provide information necessary to clearly describe the Federal

ard.

(2) Advise recipients of requirements imposed on them by
deral laws, regulations, and the provisions of contracts or grant
reements.

ko

2d
g

w

Insurs that audits are completed and reports are raczived
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~through entlty

fl luen__fy Fecderal awards made by Informing each
subrecipient o¢f CFDA vitlie and number, award name and numbner, award ysar, oI
rne award is Ra&l, and name of Fegerzl agency. Wnen some of Zhis information
is nor availlarle, the pass-through entity enall provide the best information

ilakble to dGescripe the Federal award.

(2 Advige subrecipients of reguirements impoesed on them by
Federal laws, *eguTafion and the provicicnes of contracts or grant agreements
ag well az= any suppl emnn_al reguirements imposed by the pass-through sntity.

(2} Monitor the activities of subrecipients as necessary to
ensure what Federal awards are used for authorized purposes in compliance with
laws, regulations, and the provisions of contracts Or grant agresments and
that performance goals are achieved.

(4} Ensure that subrecipients expending $300,000 (£500,000 for
fiscal years ending after December 31, 2003) or more in Federal awards during
the subrecipient's fisczl year have met the audit reguirements of this part
for that fiscal year.

(5) Issue a managemsnt decision on audit findings withim six
monthe after receipt of the subrecipient's audit report and ensure that the
gubrecipient takes appropriate and timely corrective action.

(e) Consider whether subrecipient audits necessitate
adjustment of the pass-through entity's own records.

) Fequire each subrecipilent to permit the pass-through
itors to have acress to the records and finamcial statements as
necessary for the pasg-through entity to comply with thisg part.

5 . 405 Management decisiomn.

. e . - - _

ral General. The management decision shall cliearly state whether or
not the audit finding is sustained, the reasons for the decision, and the

expected auditee action to repay diszllowed costs, make financial adjus:mnan,
or :ake other action. If the auditee has not completed cerrective action, a
fellow-up should be given, Prier to issuilng the management
Federzl agency or pass-Through entity wmay reguest

additional information or documentaticon from the auditee, including a reguest
for auditor assurance related to the documentation, as a way of mitigating
disellowed costs. The management deciszion should describe any appeal procsse

available to the auditse.

<) Faderal agency. As provided in § L400{2) (7)., the cognizant
agency for zudit shell be responsible for coo rdirnating & management decision
for audit findings that affect the programs of more than one Fedsral agency
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ol La provrided in §__.400(d] (5)., the pass-
nrough =anTic for making the maxaa°m=1_ declsien Loy
i Y - ;
aud.t Iindings L awards ir makes To subrecipisnts

a2nce numnbars. Management decisions shall include the
g
The

auditor assigned tfo =zach audit finding In zccordance

Subpart E--Rkuditors
§ .500 Scope of audit.

(a} Generali. The audit shall be conducted in accordance with GAGAS.
The audit shall cover the entire onerations of the auditee; or, at the option
of the auditee, such audit shall include a ssries of audits that cover
departments, agencies, and other organizational units which expended or
otherwise administered Federal awards during such fiscal year, provided thas
zach such audit shall encompass the financial statements and schedule of
expenditures of Faderal awards for each such departwent, agency, and other
organizational unit, which shall be considered to be a non-Federal entity.
The financial scatements and scheduise of sxpenditures of Federal awards shall
be for the same fiscal year.

(b) Financial statewents. The auditor shall determine whether the
financial statements of the auditee are presented fairly in all material
respects in conformity with generallv accepted accounting principles. The
auditor shall also determine whether the schedule of expenditures of Federa
awards is presented fairly in all material respects in relation to the

auditee's financial statements taken as 2 whole.

1

{c) Internal control. (1} In addition to the reguirements of GAGAS,
auditor shall perform procedurss to cbtain an understandlng of internal
1 over Fsderal programe sufficient to plan the audit to support a low
ed level of control rigk for major programs.

{2} Except ag provided in paragraph (e} (3) of this section,
the auditor shall:

(i) Plan the tasting of internal contrel over major
programs to support a low assessed level of control risk for the assertions
relevant to the compliance reguirsments Ior sach major program; and

{ii) Perform testing of internal control as planned in
paragraph (e) (2) {i) of this section,

(3) When internal control over some or all of the compliance
eguirements for a major program are likely to be ineffective in preventing or
detactlng noncompliance, the planning and performing of testing describesd in
paragraph (e} (2) of this section are not reguired for those compliance

_equirements. However, the auditor shall report a reportable condition
{incliuding whether any such condition is a material weakness) in accordance
with § .510, assess the related control risk at the maximum, and consider

Wbe“hﬂr addl*lonal compliance tests are raguired because of ineffective
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1) For the compllance reguiremsnte related Lo Federzl
programs contained in the compliance SLDyl&mﬁA' an audit of these comgrianc
reguiraments will meet the reguiremente of this part. Where there have been
Crnandss Lo Che compliance rsguirements and :he changes are not reflected in
the compliance supplement, the auditor snzll determine the current compllance
requiremente and medify the audit procedures aczordingly. For those Federal
programs not covered in the compllance supplement, the zuditor should use the
types of compliance reguirements contained in the compliance supplement as
guxdance for 1aent_fy1ng the types of compliance regulrements to cest, and
determins the reguirements governing the Federal program by reviewing the
provigions of contracts and grant agreements and the laws and regulations
referred Lo in such contracts and grant agreements.

{4} The compliance testing shall include tests of transsctions
and such other auditing procedures necessary tc provide ths auditor sufficient
evidence to support an opinlon on compliance.

’&j zugit foliow-up. The suditor shzll follow-up on prior audit
Indings, perform procedures to assecse the reasonablenssse of the summary
scnedu*e of prior sudit findings prepared by the auditese in accordance with
§ .225(b), and report, a5 & current year zudit finding, when the auditor
concludes that the summary schcdtle of pricr audit findings materially
micrepreSQHts the status of any pricr audit finding. The auditor shail
periorm audit fellow-up procedures regardless of wnegn=r & prior auditr finding
relates to a major program in the current vsar.

i) Data CTgllection Form. Zsg required in § .320(b) (3}, the auditor
sheall complete and sign specified sectionme of the datz collection form.

§ .505 Audit reporting.

The auditor’s reportis) may be in the form of either combined cor
Separate reports and may be organired differently from the manner presented in
this section. The auditor's repert{s) shall state that the audit was
conducted in accordance with this part and include the following:

(&) An opinion {or disclaimer of opinicn) as to whether the financial
statements are presented fairly in all material respects in conformity with
generally accepted accounting principles and an opinion (or disclaimer of
opinion) as to whether the schedule of expenditures of Federzl awards is
presented fairly in all materiasl respects in relation Lo the financial

Srtatements taken as a whole.

(b)Y 2 report con internzl control related to the fimancial statements
ana msjor programs. This report shall describe the scope of test*ng of
internal control and the results of zhe tesgts, and, where applicable, rsfer to
Lhe sepsrate schedLWe of findings znd qguestioned costs descrilbed in paragraph
{d} of this section.

(o) 2 report on compllance with Zaws, regulations, and the provisions
of contracte or grant agreements, noncomgliance with which could have a

M)
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& summary 37 the auditor’'s resulls which shall incluode:

i1y The tvpe 5f report the auditcr issuszd on the

: . statements of the zuditeze li.z., ungualified opinion, gualifisd
.ion, adverse opinion, or disclalmer of opinioni;

{ii}) Where applicable, a statement that reportable
conditions in internal control were disclosed by the auwdit of the financial
statement s and whebther any such conditions were material wealknesszes;

{iii} A statemsnt as to whether the audit disclosed any
noncompliance which is material to the financial statements of the audizee;

(iv) Where applicable, a statement that reportable
conditions in internal control cvezr major programs were disclosed by the audit
and whether any such conditions were material weaknesses;

tv} The type of report the auditor issuved on compliance
for major programs [i.e., ungualifisd opinion, gualified opinion, adverse
opinion, or digcliaimer of opinion);

{vi) 2 statement as to whether the auwdit disclesed any
audit findings which thes auditor is required teo report under § . 510 (a);

(vii) An identification of major programs;

{viii)The deollar threshold used to distinguish berween

Type A and Tvpe B programs, as described in § .520(b}; and
{ix) 4 statement as to whether the audites gqualified as
a low-risk auditee under § .530.

Fin dlngs relating to the financial statements which ar
reported in accordance with GAGAS.

(3) Findings and gquesticned costs for Federal awards which
shall include audit findings as defined in § .510 (a).
(i) pudit findings {e.g., internzl control findings,

compliance findings, guestioned costs, or fraud} which relate to the same
issue should be presented as a single audit finding. Where practical, audit
findings should be organized by Federal agency or pass-through entity.

(11} audit findings which relate to both the financial
statements and Federal awards, as reported under paragraphs (d) {2} and (d)(3)
of this section, respectively, should be reported in both sections of the
schedule. However, the reporting in one section of the schedule may be in
summary form with a refersnce to a detailed reporting in the other section of
the schedul=s.

§ .510 kudit findinge.

26
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-y Mater-al noncomp-rlance with the provisions of laws,
r i £, CORIracis, oY grant asreemente related T & MEjor program.  The
& determination oI whether & noncompliance with the provieions of
B lmrions, contracts, or grant agreements is material for the purpoce
& ‘ng an audit finding 1g in relation teo z type of compliance
r nt for z mejory prograwm or an audit cbjective identiiied in the
o! suppiement
(Z3 Frnown guestioned costs which are greater than 520,000 for
& type of compliance reguirement for a major pr g*am Fnown guestioned costs
are those specifically identified by th udito In evaluating the effect of
guzstioned costs on the opinion on compliamcs, the auditor considers the bect
eatimate of total coste quastioned (1ikely guestioned costs}, not Jjust the
guestioned costs specifically identified (known guestioned cos The
auditor szhall alsc report known guestioned costs when likely questioned CoSTS
ere greater than 510,000 for & type of compliznce reguirement for & major
program. In reporting guastioned costs, the auditor shall include information
o p?ov‘d; proper perspective for judging the prevalsnce and conseguences of

The gusstioned coBLs.

14}
a Fedsrszl
follow-up, the auditor is not
procedures for such a Federal
not find guestioned costs for
program. However, if

program;

Federzl program which is not audited as a major progzam
procedures)
ditor shall

audic folliow-up or other audit
greater than $10,000, then the au

Xnown guestioned cosSte which are grealter
program which is not audited as a major program.

required under this part to perxform audlt
therefore,
a program which is not
The auditor does become aware of guestioned costs for a

than SlO 000 for
Except

the aunditor will normally
aundited as a major

e.g., as part of
and the known guestiocned costs are
report this as an audit findinc.

{5} The clrcumstances CONCEYning why the auditor's report on
compliance for major programs is other than an unquali‘*ed op;nion unless
such circumstances are otherwise reported as auwdit findings tn the scnedule of
findings and questioned costs for Federal awards.

(&) ¥nown fraud affecting a Federal award, unless such fraud
is otherwise reported as an audit Zinding in the schedule cf findings and
questﬂonﬁd costs for Federal awards. Thig paragraph does not require the

aud.tor to make an additional reporting when the auditor confirms that the
fraud was reported outeside of the auditor's reports under the direct reporting

reguirements of GAGAS.

(74 Instances where the results of sudit folilow-up procedures
disclosed that the summary schedule of priocr audit findings prepared by the
auditee in accordance with § .315 (b)) materially misreprese nts the status of
any pricr audit finding.

(b} Eudit finding rudit findings shall be presented :In
gsufficient detail for the auditee to prepare a corrective action plan and take
corrective action sand for Federal agenciss and pess-through entlties to arrive
al g management deciglion. The following spsciilc Inicrmation shall be

27
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io rageral award identiilicazion

award number znd vezr, name oI

ss-through enticy Anen

r or Federzl award number, 15 0oL
inizrmation available to

) The zond:ition found, inciuding facts Znat support the
ancy identiiied in the audit finding.

4 identification of guestioned costs and how they wers

153 Information ©o provide proper verspechtive I
prevalence and conseguences of the audit findings, such as whether ¢
findings represent an isolated instance or a systemic problem. Wher
appropriate, instances identified shall be related Zo the universe and the
number of cases examined and be quantified in terms of dollar value.

(6} The possible asserted effect to provide sufficient
information to the auditee and Federal agency, or pass-through =sntity in the
case of a subrecipient, to permit them to determine the cause and effect to
facilitate prompt and proper corrective action.

{7 Recommandations to prevent future sccurrences of the
3

deficiency identified in the audit finding.

{8} Views of responsible officials of the audites when there
is diaagreement with the audit findings, fo tche extent practical.

Reference numbers. Each audit finding in the schedule of findings
ioned costs shall include a refersnce number to allow for sasy
ing of the audit findings during follow-up.

§ .515 audit working papers.

(&) Retention of working papers. The auditor shall retain working
papers and reports for a2 minimum of three years after the date of issuance of
he auditor's report{s} to the auditee, unless the auditor is notified in
writing by the cognizant agency for audit, oversight agency for audit, or
pass-through entity to =xtend the retention period. When the auditor iz awars
the Federzl awarding agency, pass-through entity, or auditese is

; b

-

¥

th I-
conuesting an audit finding, the auditor shall contact the parties contesting
£ audit finding for guidance prior to destruction of the working papers and
reports.

b} bhocess to working papers. Audit working papers shall be made

available upon reguest to the cogmizant or oversight agency for audit or its
designes, a PFaderal agency providing direct or indirect funding, or GAO at the
completion of the audit, as part of a guality review, to resolve audit
findings, or to carry out ovarsight responsibilities consistent with the

to working papers includes the right of Paderzl

purposes of this part. Access
agencies to ohtain copies of working papers, as ls reasonable and necsssary.
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T Tie ; Tne .arger Federzl
which sneil be Zabel Type E programs are deflned
programs with Federal awards expended during the audit period
“he larger of:
(1] €300, 000 or three percent {.02) of total Federal
awards axpmnded in the case of an audizee for which total Federal awards
pended egual or exceed $300, 000 but are less bthan or equal to 5100 milliior.
(i3] €2 million or three-tenths of one percent (.002) of
total Federzl awards expended in the case of an auditee for which total
Federal awards expended exceed S1060 milliorn but are less than or egual to $10
milliorn.

{1311 €30 million or 1& hundredths cf omz percent (.0013Z)
of total Federzl awards expendesd in the case of an auditse for which total
Federal awards sxpsnded exceed $10 billion.

{Z} Federal pfograms not labeied Type & under paragraph (b) (1)
of this section shell be labeled Type B programs.

[ The inclusion of large lcan and loan guarantees [(loans)
should not result in the exclusion of other prograng as Type B programs. When
& Federal program providing loans significantly affects the number or size of
Type A programs, the auditor shall consider this Federzl program as & Type A
program and exclude its valuss in determining other Type E programs.

(4} For biennizl auvdits permitted under § .220, the
determination of Type 2 and Type B programs shall be based upon the Pederal
awards expended during the two-year period.

(ch Step 2. (1} The auditor shall identify Type A programs which zare
low-risk. For a Type A program to be considered low-risk, it shall have been
zudi-ed ac a major program in at least one of the two most recent audit

eriods iin the most recent audit pericod in the case of a biennial audit),
and, in the most recent audit period, it shall have had no audit findings
under 5___.510{}, However, tne auditor may use judgment and consider that
andit findings from qunstlonnd costs under §_ .510(z)(3) and § .510{a) (4),
fraud under § .510{a) (), and audit follow-up up for the summary “schedule of
prior audit findings under § .510(a) (7) do not preciude the Type A program
Tom bsing low-risk. The auditor shall consider: the criteria in §_ .5Z5(c),
52 Y{1), § .525(d) {2), and §  .525(d){3); the results of audit

&

@ th

folliow- um whether sny changes in personnel or systems affecting a Type A
program have significantly imcreased risk; and apply professional judgment in
determining whether & Type A program 18 low-risk.

123 Notwithstanding paragraph (c}{l) of this section, OMB may
approve z Federal awarding agency's reguest that a Tvpe 2 program at certain
recipients may not be considered low-risk. For example, it may be necessary
for a large Type k program to be audited as wa;o* each year at particular
recipients to allow the Federal age ply with the Government
marnagement Feform Lot of 15894 (21 £.C. ) The Federal agency shall
notify the recipient and, 17 known, the auditor at least IBC cavys pri Lo The
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sy Stzp 3. 2y The audlior zhall L SEv TV B programs whiop ave
r:3k uging profsssional judgment and the Sriters §_.3525 dowsver
7 the auditor select Option 2 under Stap 4 (paragraph {e} (2) (1) {B) ol
saCoion), Ih noT reguived wo Ident:iy more nigh-risk Type B
rAmME Than on w-risk Tvps B programs.  BxCcept Io
nal controi or zompliance problems

{2y, and § .525(c) {1}, a singles
Type B program o be considered bl

) The auditor is not expected to periorm risk ass=ssmeEnits on
relavively small Federal programs. Therefore, the auditor is only reguirzd to
nerform risk asssssments on Type B programs that exczed the larger of:

(1) $100,000 or three-ze2nths of one pzrzent [.003) of
total Federal awards zxpended when the auditze has¢ less than or egual to 3100
million in total Federal awards expended.

{11} $300, 000 or three-hundradths of one pesrcant 2003

{
(
of tonal Pederal awards ewpended when the auditee has more than $I100 million
wn rotal Fedeval awards 2xpended.

{e) Step 4. At a minimum, the auditor shall audit all of the
following as major programs:

{1} All Tvpe A programs, except the auditor may exclude any
Type A programg identified as low-risk under Step 2 (paragraph (e) (1) of this
szatlon) .

(zy (1) High-risk Type B programs as identified under
either of the feollowing two options:

{(A) Option 1. At least one half of the Type B
programg identified as high-risk under Step 3 (paragraph (4} of this section},
except this paragraph (e) {2) (i} (a) does not require the auditor to audit mcre
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 Typz B program for
gach Type b program identified as low-risk under Step 2.

(11} Whan identifying which high-risk Tyoe B programs to
audit zs major under either Option 1 or 2 in paragraph (e) (2) {i}({d) or (B),
the auditor is encouraged to use an approach which provides an opportunity for
diffzrent nigh-rigk Type B programs to be audited as major ovsr a period of
time.

(3) Such additional programsg as may be necessary to comply
with the percentage of coverage rule discussed in paragraph (£} of this
section. This paragraph (e){3) may reguire the auditor to audit more programs
a8 major than the number of Type A programs.

{f) Percentage of coverage rule. The auditer shall audit ag major
programs Faderal programs with Federal awards expended that, in the aggregate,
sncompass at l=ast 50 percent of total Federal awards expended, 1f the
auditee meets the criteria in §_ _ .530 for a low-risk auditee, the auditor
need only audit as major programs rFederal programs with Federal awards
expended that, in the aggregate, encompass at least 265 percent of total
raderal awards expended.

(gl Documentation of risk. The auditor shall document in the working
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fix a st Yea¥ tne entity ieg audited
wnder tanis part or the first year of & change of auditors.

(2} To ensure that a freguent change cof auditors would not
preciude audit of high-risk Type B programs, this election for first-year
audits may not be used by an auditee more Than once in every tLhree years.

§_ .525 Criteria for Federal program risk.

(g} generzl. The auditor's determination should be based on an
overall evaluation of the risk of noncompliance occurring which could be
material to the Federal program. The azuditor shall use sudiror Jjudgmsnt and
congider criteris, Su”h zs described in paragraphs (b), (¢}, and (d) of this
secticn, to identify risk in Federal programs. Alsc, as part of the risk
analysig, the auditor may wish to discuss a particular Federsl program with
auditee nanagement and the Federal agency or pass-through sntity.

rrent and prior audit experienge. (1) Weaknesses in internal
control over Federzl programs would indicate higher risk. Consideration
should be given to the control environment cver Federal programs and such
factors &s the expectation of managemsnt's adherence to applicable laws and
regulations and the prov_b_ons of contracts and grant agresments and the
competence and expsrience of psrsonnel who administer the Fedexral programs.

(1) A Federal program administered under multiple
internal conrrol structLres may have higher risk. When assessing risk in &

largs single audit, the auditor shall consider whether weaknesses are isolated

‘n a single opsraring unit (e.g., cne college campus) O pervasive throughout
the entity.

{iz) When significant parte of a Federal program are
passed through o subrecipients, & weak system for monitoring supbrecipients
would indicate higher risk.

tiii) The extent to which compuleY procescsing

aaminister Federzl programs, &8 well ag the complex_*y of that processing,
should pe considered by the audlter in essesssing risk. New and re tly
modified computer systems may also indicate risk.

(2} Prior atdit findings would indicate higher risk,
particularly when the situations identified inm the audit findings could have a
sigrificant impact om & FPedsral program or have not been corrected

a2}
o
mn
x|

i Federazl programs not recently audited zfor programs




Q

LN

t

o0 m e

concurrence o OMB, mav
OMB plans to provide thus

{d) Inherent risk of the Federal program. (1} The nature of a
Fzderal program may indicate risk., Consideration should be given to the
compiexity of the program and tne extent to which the Federal program
contrzcos for goods and services. Far a3 amply, Federal programs that disburse
funds through chird party contracts or have eligibility criteria may be of
higher risgk. Federal programs prim avl;y involving staff payroll costs "EY
have a high-risk for time and effort rzporting, but otherwise be at low-risk.

(2) The phase of a Federal program i1n its 1ife cycie at the

Federal agency may indicate risk. For example, a new Fed=sral program with new
or interim rsgulatcions may have higher risk than an established program with
cime-gested regulations. Also, significant changes in Federal programs, laws,
requiationg, or the provisions of contracts or grant agrsements may incrzass
risi.

(3) The phases of a Federal program in itg life cycle ab the

+

auditee may indicate risk. For example, during the first and last years “hat

an auditee participates in a Federal program, the risk may be higher due :o
start-up or clossout of program activities and staf
(4} Type B programs with larger Federal awards expended would

be of higher risk than programs with substantially smaller Federal awards
aypended .

§ .5320 Criteria for a low-risk auditee.

An zuditee which meets all of the fcollowing conditions for sach of che
preceding two yvears (or, in the case of biemnnial audits, preceding two audit
eriods) shall gualify as a low-risk auditee and be v__g¢Dlm for reduczd audic
coverage in accordance with § .520:

() Single audits were performed on an annual basis in accordance with
the provisions of this part. B non-Federal entity that has biennial audiis
does not gualify as a low-visk auditee, unless agreed fo in advance by “he
cognizant or oversight agency for audit.

(b} The auditor's opinions omn the financial statemsnts and the
schedule of expenditures of rederal awards were ungualified. However, zhe
cognizant or oversight agency for audit may judge that an opinion
gualification doss not affect the managsment of Federal awards and provide a

waivayry .

) There ware no deficienciss in internal control which were
identified as material weaknesses under the ragquirements of GAGAS. However,
the cognizant or oversight agency for audit may judge that any identified
material wsaknesses do not affect the managemsnt of Federal awards and provide
a walver,

.
Q
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ATTACHMENT “F”



Health Information In Compliance With The Health insurance Portability
And Accountability Act Of 1996 (HIPAA)
BUSINESS ASSOCIATE AGREEMENT

THIS BUSINESS ASSOCIATE AGREEMENT (“Agreement”) is made and entered as of October 1

2008 by and between@hilie Tt etz Hedrth Cllupe a So\ce) (3 EQ-E/;:ﬁtg,ﬂ

[corporation, partnership, dba], whose business address is: - h L :

(hereinafter referred to as “Business Assocnate”)

and the CITY OF LONG BEACH, a municipal corporation (hereinafter referred to as “City” or

“Covered Entry”).

WHEREAS, the City has a Department of Health that provides a multitude of health care and

related services; and

WHEREAS, in the course of providing health care and related services the City obtains

protected health information; and

WHEREAS, Business Associate performs particular duties and/or provides particular services

to the City; and

WHEREAS, the City wishes to disclose some information to Business Associate, some of

which may contain protected health information; and

WHEREAS, the City and Business Associate intend to protect the privacy and provide for the

security of protected health information incompliance with the Health insurance Portability and

Accountability Act of 1996 (“HIPAA”) and regulations promulgated thereunder by the U.S. Department

of Health and Human Services and other applicable laws, including, but not limited to Title 45, Section

164.504(e) of the Code of Federal Reguiation.

NOW,

THEREFORE, in consideration of the mutual terms covenants, and conditions in this

Agreement, the parties agree as follows:

1. DEFINITIONS. Terms used, but not otherwise defined, in this Agreement shall have the same
meaning as those terms in the Privacy Rule codified in Title 45, Sections 160-164 of the Code
of Regulations.

2. OBLIGATIONS AND ACTIVITIES OF BUSINESS ASSOCIATE.

a. Non-disclosure. Business Associate agrees to not use or disclose protected health
information other than as permitted or required by the Agreement or as required by law.

b. Safeguards. Business Associate agrees to use appropriate safeguards to prevent use of
disclosure of the protected health information

c. Mitigation. Business Associate agrees to mitigate, to the extent practicable, any harmful
effect that is known to Business Associate of a use or disclosure of protected health
information by Business Associate in violation of the requirements of this Agreement.

d. Reporting of disclosures. Business Associate agrees to report to Covered Entity any use or
disclosure of the protected health information not provided for by this Agreement of which it
becomes aware,

e. Business Associate’s Agents. Business Associate agrees to ensure that any agent,
including a subcontractor, to whom it provides protected health information received from,
or created or received by Business Associate on behalf of Covered Entity agrees to the
same restrictions and conditions that apply through this Agreement to Business Associate
with respect to such information.

f. Availability of Information to City. Business Associate agrees to provide prompt access to
protected health information in a designated record set to Covered Entity or, as directed by
Covered Entity, to an individual upon Covered Entity's request in order to meet the
requirements under 45 CFR § 164.524.
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g.

Amendment of Protected Health Information Business Associate agrees to promptly make
any amendment(s) to protected health information in a designated record set that the
Covered Entity directs or agrees to pursuant to 45 CFR § 164.526 at the request of
Covered Entity or an individual.

Internal Practices, Business Associate agrees to make internal practices, books and
records, including policies and procedures and protected health information, relating to the
use and disclosure of protected health information received from, or created or received by
Business Associate on behalf of, covered entity available to the Secretary of the U.S.
Department of Health and Human Services for purposes of the Secretary determining the
business Associate’s compliance with the privacy rule.

Reporting of Disclosures. Business Associate agrees to document such disclosures of
protected health information and information related to such disclosures as would be
required for the City to respond to a request by an individual for an accounting of
disclosures of protected health information in accordance with 45 CFR § 164.528.
Availability of Information to Covered Entity. Business Associate agrees to promptly
provide to covered Entity or an individual information collected in accordance with section
2(i) of this agreement, to permit Covered Entity to respond to a request by an individual for
an accounting of disclosures of protected health information in accordance with 45 CFR
§164.528.

PERMITTED USES AND DISCLOSURES BY BUSINESS ASSOCIATE.

Except as otherwise limited in this Agreement, business Associate may use or disclose
protected health information to perform functions, activities, or services for, or on behalf of,
Covered Entity as specified in this Agreement, provided that such use or disclosure would not
violate the Privacy Rule if done by Covered Entity or the minimum necessary policies and
procedures of the Covered Entity. The specific use and disciosure provisions are as follows:

a.

d.

Except as otherwise limited in this Agreement, Business Associate may use protected
health information for the proper management and administration of the business
Associate.

Except as otherwise limited in this Agreement, Business Associate may disclose protected
health information for the proper management and administration of the Business
Associate, provided that disclosures are required by law, or Business Associate obtains
reasonable assurances from the person to whom the information is disclosed that it will
remain confidential and used or further disclosed only as required by law or for the purpose
for which it was disclosed to the person, and the person notifies the business associate of
any instances of which it is aware in which the confidentiality of the information has been
breached.

Except as otherwise limited in this Agreement, Business Associate may use protected
health information to provide data aggregation services to covered entity as permitied by 42
CFR § 164.504(e)(2)(i)(B).

Business Associate may use protected health information to report violations of law to
appropriate federal and state authorities, consistent with § 164.502(j)(1).

OBLIGATIONS OF COVERED ENTITY.

a. Notification of Limitations in Notice of Privacy Practices. Covered Entity shalli notify

Business Associate of any limitations(s) in its notice of privacy practices of covered entity in
accordance with 45 CFR § 164.520, to the extent that such limitation may affect Business
Associate’s use or disclosure of protected health information.

Notification of Change or Revocation of Permission. Covered entity shall notify business
Associate of Any changes in, or revocation of permission by individual to use or disclose
protected health information to the extent that such changes may affect Business
Associate’s use or disclosure of protected health information.
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c. Notification of Restrictions. Covered Entity shall notify Business Associate of any
restriction to the use or disclosure of protected health information that Covered Entity has
agreed to in accordance with 45 CFR § 164.522, to the extent that such restriction may
effect Business Associate’s use or disclosure of protected health information.

PERMISSIBLE REQUEST BY COVERED ENTITY.

Covered Entity shall not request Business Associate to use or disclose protected health

information in any manner that would not be permissible under the Privacy Ruie if done by

Covered Entity, except that this restriction is not intended and shall not be construed to limit

Business Associate’s capacity to use or disclose protected health information for the proper

management and administration of the Business Associate or to provide data aggregation

services to Covered Entity as provided for an expressly permitted under Section 3 (a), (b}, and

(c) of this Agreement.

TERM AND TERMINATION.

a. Term. The term of this Agreement shall be effective upon execution, and shall terminate
when all of the protected heaith information provided by Covered Entity to Business
Associate, or created or received by business Associate on behalf of Covered Entity, is
destroyed or returned to Covered Entity, or, if it is infeasible to return or destroy protected
health information, protections are extended to such information, in accordance with the
termination provisions in this Section.

b. Termination for Cause. Upon Covered Entity's knowledge of a material breach by
Business Associate, Covered Entity shall either:

1. Provide and opportunity for Business Associate to cure the breach or end the violation and
terminate this Agreement if Business Associate does not cure the breach or end the
violation within the time specified by Covered Entity;

2. Immediately terminate this Agreement if Business Associate has breached a material ferm
of this Agreement and cure is not possible; or

3. If neither termination nor cure is feasible, Covered Entity shall report the violation to the
Secretary.

c. Effect of Termination.

Except as provided in paragraph (2) of the Section, upon termination of this Agreement

for any reason, Business Associate shall return or destroy all protected health

information received from covered Entity, or created or received by Business Associate
on behalf of Covered Entity. This provision shall apply to protected health information
that is in the possession of subcontractors or agents of business Associate. Business

Associate shall retain no copies of the protected health information.

2, In the event that Business Associate determines that returning or destroying the

protected health information is infeasible, Business Associate shall provide to Covered
Entity notification of the conditions that make return or destruction infeasible and shall
extend the protections of this Agreement to such protected health information and limit
further uses and disclosures of such protected health information to those purposes that
make the return or destruction infeasible, for so long as business Associate maintains
such protected heaith information.

ASS|STANCE INLITIGATION OR ADMINISTRATIVE PROCEDDINGS.

Business Associate shall make itself and any subcontractors, employees, or agents assisting

Business Associate in the performance of its obligations under this Agreement with the

Covered Entity, available to Covered Entity, at no cost to Covered Entity to testify as witnesses

or otherwise, in the event of litigation administrative proceedings commenced against Covered

Entity, its directors, officers, or employees base on a ciaimed violation of HIPAA, the HIPAA

regulations or other laws relating to security or privacy, except where Business Associate or its

subcontractors, employees or agents are named as an adverse party.

—
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10.

11.

12.

13.

14.

MISCELLANEOUS

a. References. A reference in this Agreement to a section in the Privacy Rule means the
section as in effect or as amended.

b. Amendment. The parties agree to take such action as in necessary to amend this
Agreement from time to time as is necessary for covered entity to comply with the
requirements of the Privacy Rule and the Health Insurance Portability and Accountability
Act of 1996. Amendments must be in writing and signed by the parties to the Agreement.

c. Survival. The respective rights and obligations or Business Associate under Section 6(c) of
the Agreement shall survive the termination of this Agreement.

d. Interpretation. Any ambiguity in this Agreement shall be resolved to permit Covered Entity
to comply with the Privacy Rule.

LAW. This Agreement shall be governed by and construed pursuant to federal law and the
laws of the State of California (except those provisions of California law pertaining to conflicts
of laws). Business Associate shall comply with all laws, ordinances, rules and regulations of
all federal, state and local governmental authorities.
ENTIRE AGREEMENT. This Agreement, including Exhibits, constitutes the entire
understanding between the parties and supersedes all other agreements, oral or written, with
respect to the subject matter herein.
INDEMITY. Business Associate shall protect, defend, indemnify and hold City, its officials,
employees, and agents (collectively in this Section referred to as “City”) harmiess from and
against any and all claims, demands, causes or action, losses, damages, and liabilities,
whether or not reduced to judgment, which may be asserted against City arising from or
attributable to or caused directly or indirectly by Business Associate, Business Associate’s
employees, or agents in the performance of the duties under this Agreement or any alleged
negligent or intentional act, omission or misrepresentation by Business Associate, Business
Associate’s employees or agents, which act, omission or misrepresentation is connected in
any way with performance of the duties under this Agreement. If it is necessary for purposes
of resisting, adjusting, compromising, settling, or defending any claim, demand, cause of
action, loss, damage, or liability, or of enforcing this provision, for city to incur or to pay any
expense or cost, including attorney's fees or court cost, Business Associate agrees to and
shall reimburse City within a reasonable time. Business Associate shall give City notice of any
claim, demand, cause or actions, loss, damage or liability within ten (10) calendar days.

AMBIGUITY. In the event of any conflict or ambiguity in this Agreement, such ambiguity shall

be resolved in favor of a meaning that complies and is consistent with HIPAA, HIPAA

Regulations and California law.

COSTS. If there is any legal proceeding between the parties to enforce or interpret this

Agreement or to protect or establish any rights or remedies hereunder, the prevailing party

shall be entitled to its costs and expenses, including reasonable attorney’s fees and court

costs, including appeals. o )

NOTICES. Any notice or approval required hereunder by either party shall be ir writing and

personally delivered or deposited in the U. S. Postal Service, first class, postage prepaid,

address to Business Associate at the address first stated herein, and to the City at 444 W.

Ocean Bivd., Ste. 1700, Long Beach, California 90802, Attention: Neighborhood Services

Bureau Manager, Community Development Department. Notice of change of address shall be

given in the same manner as stated herein for the other notices. Notice shall be deemed given

on the date deposited in the mail or on the date personal delivery is made, whichever first
occurs.
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15.  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.

16.  CONTINUATION. Termination or expiration of this Agreement shall not affect rights or
liabilities of the parties which accrued pursuant to Sections 7, 12, and 14 prior to termination or
expiration of this Agreement, sand shall not extinguish any warranties hereunder.

17. 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.

18.  THIRD PARTY BENEFICIARY. This Agreement is intended by the parties to benefit
themselves only and is not in any way intended or designed to or entered for the purpose of
creating any benefit or right for any person or entity of any kind that is not a party to this
Agreement.

IN WITNESS WHEREOF, the parties hereto have caused these presents to be duly executed with all
of the formalities required by law as of the date first stated herein:

(Name of Business Associate)

a_CHiorEAS Pea ™A HEATH Cliknz
(corporation, partnership, individual)

ZL QOec 200X By: ﬂﬂ 76@

pers€n legally allowed to bind organization)

Title: _Exge N E  DWE ¢T3

, 20 By:

(person legally allowed to bind organization)

Title:

CITY OF LONG BEACH, a municipal corporation

‘Z. Z 20 o By: &\JAssistant City Manager

: ; Bt or o
%tl Vianager or designee 20 ‘Lé}?a;b SUANT
THg soL oF
CITY enaRrTgg,

A AN B s ,20

. . s W ag
The foregoing Agreement is hereb{ approved as to form this day of

v
ROBERT E. SHANNON

City Attorney W /@
By: J/\ i
Deputy \/
(ATTACL—!MENT E
5 of 5 PAGES




ATTACHMENT E
PAGE 5 of 5 PAGES



ATTACHMENT “G”



CERTIFICATION REGARDING DEBARMENT

By signing and submitting this document, the recipient of federal assistance funds is providing the
certification as set out below:

1.

The certification in this clause is a material representation of fact upon which reliance was
placed when this transaction was entered into. If it is later determined that the recipient of
federal assistance funds knowingly rendered an erroneous certification, in addition to other
remedies available to the Federal Government, the department or agency with which this
transaction originated may pursue available remedies, including suspension and/or
debarment.

The recipient of Federal assistance funds shall provide immediate written notice to the
person to which this agreement is entered, if any time the recipient of Federal Assistance
funds learns that its certification was erroneous, when submitted or has become erroneous
by reason of changed circumstance.

The terms “covered transaction”, “debarred”, “suspended,” “ineligible,” “lower tier covered
transaction,” “participant,” “person,” “ primary covered transaction,” “principal,” “proposal,”
and “voluntarily excluded,” as used in this clause, have the meanings set out in the
Definitions and Coverage sections of rules implementing Executive Order 12549.

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, uniess authorized by the departmental or agency with which this fransaction
originated.

The recipient of Federal assistance funds further agrees by submitting this document that it
will include the clause titled “Certification Regarding Debarment, Suspension, Ineligibility
and Voluntary Exclusion — Lower Tier Covered Transactions,” without modification, in all
tower tier covered transactions and in all solicitations for lower tier covered transactions.

A participant in a covered transaction may rely upon a certification of participant in a lower
tier covered transaction that it is not debarred, suspended, ineligible, or voluntarily
excluded from the covered transaction, uniess it knows that the certification is erroneous,.
A participant may decide the method and frequency by which it determines the eligibility of
its principals. Each participant may but is not required to, check the list of parties excluded
from procurement or non- procurement programs.

. Nothing contained in the foregoing shall be constructed to require establishment of a

system of records in order to render in good faith the certification required by this clause.
The knowledge and information of a participant is not required to exceed that which is
normally possessed by a prudent person in the ordinary course of business dealings.
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8. Except for transactions authorized under paragraph 4 of these instructions, if a participant
in a covered fransaction knowingly enters into a lower tier covered transaction with a
person who is suspended, debarred, ineligible, or voluntarily excluded from participation in
this transaction, in addition to other remedies available to the Federal Government, the
department or agency with which the ftransaction originated may pursue available
remedies, including suspension and/or debarment.

The regulations implementing Executive Order 12549, Debarment and Suspension, 24 CFR Part
24 Section 24.510 Participants’ Responsibilities require this certification:

1. The recipient of Federal assistance funds certifies that neither it nor its principals are
presently debarred, suspended, proposed for debarment, declared ineligible or
voluntarily excluded from participation in this transaction by any Federal department or

agency.

2. Where the recipient of Federal assistance funds is unable to certify to any of the
statements in this certification, such participants shall attach an explanation to this
document.

Agreement Number: Contract Agency: /\h”dﬁ_ﬂé,bzﬂa/( ‘H{L{M\ O([‘/](‘C/

Name and Title of Authorized Representative:

2 “BQQ

Signature”
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CERTIFICATION REGARDING LOBBYING

Contractor(s) and lobbyist firm(s), as defined in the Los Angeles County code Chapter 2.160 (ordinance 93-0031),
retained by the Contractor, shall fully comply with the requirements as set forth in said County Code. The
contractor must also certify in writing that it is familiar with the Los Angeles County Code Chapter 2.160 and that
all persons acting on behalf of the Contractor will comply with the County Code.

Failure on the part of the Contractor and/or Lobbyist to fully comply with the County’s Lobbyist requirement shall
constitute a material breach of the contract upon which the City of Long Beach may immediately terminate this
contract and the contractor shall be liable for civil action.

The Contractor is prohibited by the Department of Interior and Related Agencies Appropriations Act, known as the
Byrd Amendments, and the Housing and Urban Development Code of Federal Regulations 24 part 87, from using
federally appropriated funds for the purpose of influencing or attempting to influence an officer or employee of any
agency, a Member of Congress, and office or attempting to influence an officer or employee of any agency, a
Member of Congress, and office or employee of Congress, any employee of a Member of Congress in connection
with the awarding of any Federal contract, the making of any federal grant, loan or cooperative agreement, and
any extension, continuation, renewal, amendment or modification of said documents.

The Contractor must certify in writing that they are familiar with the Federal Lobbyist Requirements and that all
persons and/or subcontractors acting on behalf of the Contractor will comply with the Lobbyist requirements.

Failure on the part of the contractor or persons/subcontractors acting on behalf of the Contractor to fully comply
with Federal Lobbyist Requirements shall be subject to civil penalties. The undersigned certifies, to the best of
his/her knowledge and belief, that:

No Federal appropriated funds have been paid or will be paid, by or on behalf of the undersigned, to any
person for influencing or attempting to influence an officer or employee of an agency, a Member of
Congress, an officer or employee of Congress, or an employee of a Member of Congress in connection
with the awarding of any Federal contract, the making of any Federal grant, loan or cooperative
agreement, and any extension, continuation, renewal, amendment or modification of said documents.

If any funds other than Federal appropriated funds have been paid or will be paid to any person for
influencing or attempting to influence an officer or employee of any agency, a Member of Congress, an
officer or employee of Congress, or an employee of a Member of Congress in connection with the Federal
contract, grant, loan, or cooperative agreement, the undersigned shall complete and submit Standard
Form — LLL "Disclosure Form to Report Lobbying” in accordance with its instructions.

The undersigned shall require that the language of this certification be included in the award documents
for all sub-awards at all tiers (including subcontracts, sub-grants, and contracts under grants, loans, and
cooperative agreements) and that all sub-recipients shall certify and disclose accordingly.

This certification is 2 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 shalt be subject to a civil penalty of not less that $10,000 and not more that $100,000 for each

such failure.
Agreement Number: Contract Agency: _ Chit QS DEATAC MHéa T <tinnt
Name and Title of Authorized Representative: _ 3y . 2. . Te TIE )28 10
/,ég ) 122 /6P
Signature Date
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