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CONTRACT FOR CONTINUUM OF CARE

33561
THIS CONTRACT FOR CONTINUUM OF CARE PROGRAM (this

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

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

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

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

8 100 W. Broadway, Suite 5010, Long Beach, California 90802, and the CITY OF LONG

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

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

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

12 deals with the needs of the homeless; and

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

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

residents; and

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

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

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

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

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

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

22 and program accountability by the City;

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

24 contained herein, the parties agree as follows:

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

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

27 with the Grant Agreement.

28 11/
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Section 2.

A. Organization shall provide supportive services in conjunction

with housing, outreach and assessment, transitional housing and supportive

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

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

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

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

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

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

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

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

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

Compliance with the Health Insurance Portability and Accountability Act of 1996

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

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

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

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

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

been provided to Organization and are incorporated by this reference.

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

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

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

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

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

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

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

laws and regulations set forth in 24 CFR Part 578.

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

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

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

after the end of the operational period].

Section 4.

A. Organization shall affirmatively and aggressively use its best

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

available to continue the services identified in this Contract. Further, Organization

shall maintain cash reserves equivalent to three (3) months of funding necessary

to provide services under this Contract.

B. Total rental assistance and supportive services to be provided

under this Contract shall not exceed Four Hundred Sixty-One Thousand Seven

Hundred Sixty Dollars ($461,760) in grant funds over the term of this Contract.

The City's obligation herein is contingent upon the City's receipt of grant funds

from HUD, as specified in Attachment "B".

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

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

City backup documentation supporting the required Organization matching funds,

and APR certified by one of Organization's officers or by its Executive Director.

Section 5.

A. Organization's records relating to the performance of this

Contract shall be kept in accordance with generally accepted accounting principles

and in the manner prescribed by the City. Organization's records shall be current

and complete. The City and HUD, and their respective representatives, shall have

the right to examine, copy, inspect, extract from, and audit financial and other

records related, directly or indirectly, to this Contract during Organization's normal

business hours to include announced and unannounced site visits during the term

of the Contract and thereafter. If examination of these financial and other records

by the City and/or HUD reveals that Organization has not used these grant funds
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for the purposes and on the conditions stated in this Contract, then Organization

covenants, agrees to and shall immediately repay all or that portion of the grant

funds which were improperly used. If Organization is unable to repay all or that

portion of the grant funds, then the City will terminate all activities of Organization

under this Contract and pursue appropriate legal action to collect the funds.

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

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

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

improperly used.

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 the representative.

C. Organization shall comply with HUD's Homeless Management

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

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

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

elements that comply with HMIS data and HUD reporting requirements.

D. If Organization spends Five Hundred Thousand Dollars

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

shall submit an audit report to the City in accordance with 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,

4
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A. In the performance of this Contract, Organization shall not
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whichever is earlier. If Organization spends less than Five Hundred Thousand

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

the audited financial statement is required.

Section 6.

A. Organization will maintain the confidentiality of records

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

or treatment services through the project.

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

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

person responsible for the operation of such project.

C. Organization will establish policies and practices that are

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

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

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

services to individuals and families experiencing homelessness.

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

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

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

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

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

authorized under subtitle B of title VII of the Act.

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

suspended from doing business with the Federal Government.

F. Organization will provide information, such as data and

reports, as required by HUD.

Section 7.

ARW:bgA14.01635
L:\Apps\CtyLaw32\WPDocs\D025\P021 \00477491. DOC



A. In performing services hereunder, Organization is and shall

act as an independent contractor and not as an employee, representative, or

agent of the City. Organization's obligations to and authority from the City are

solely as prescribed in this Contract. Organization expressly warrants that it will

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

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

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

authority to bind the City for any purpose.

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

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

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

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

28 Organization's employees are not entitled to any of the usual and customary
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subcontractor because of race, color, religion, national origin, sex, sexual

orientation, gender identity, AIDS, HIV Status, AIDS related condition, age,

disability or handicap. Organization shall take affirmative action to assure that

applicants are employed or served, and that employees and applicants are treated

during employment or services without regard to these categories. Such action

shall include but not be limited to the following: employment, upgrading, demotion

or transfer; recruitment or recruitment advertising; layoff or termination; rates of

payor other forms of compensation; and selection for training, including

apprenticeship.

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

agency of the County, State or Federal governments to Organization's records of

employment, employment advertisements, application forms and other pertinent

data and records for the purpose of investigation to ascertain compliance with the

fair employment practices provisions of this Contract.

Section 8.
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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 "8") for the

28 duration of this Contract the following insurance and bond against claims for
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rights, benefits or privileges of City employees.

Section 9.This Contract contemplates the personal services of

Organization and Organization's employees. Organization shall not delegate its

duties or assign its rights hereunder, or any interest therein or any portion thereof,

without the prior written consent of the City. Any attempted assignment or delegation

shall be void, and any assignee or delegate shall acquire no right or interest by

reason of such attempted assignment or delegation.

Section 10. Organization shall indemnify and hold harmless the

City, its Boards, Commissions, and their officials, employees and agents (collectively

in this Section "City") against any and all liability, claims, demands, damage, causes

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

court costs, and expert and witness fees) (collectively "Claims" or individually "Claim")

arising, directly or indirectly, out of any negligent act or omission of Organization, its

officers, employees, agents, subcontractors or anyone under Organization's control

(collectively "Indemnitor"), breach of this Contract by Organization, misrepresentation

or willful misconduct by Indemnitor, and Claims by any employee of Indemnitor

relating in any way to workers' compensation. Independent of the duty to indemnify

and as a free-standing duty on the part of Organization, Organization shall defend the

City and shall continue such defense until the Claim is resolved, whether by

settlement, judgment or otherwise. Organization shall notify the City of any Claim

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

tender the defense of the Claim to Organization, and shall assist Organization, as

may be reasonably requested, in such defense.

Section 11.
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injuries to persons or damage to property that may arise from or in connectionwith

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

employees, volunteers or subcontractors.

(1) Commercial general liability insurance (equivalent in

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

than One Million Dollars ($1,000,000) per occurrence and Two Million

Dollars ($2,000,000) general aggregate. Such coverage shall include but

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

contractors liability, and products and completed operations liability. The

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

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

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

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

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

and Commission, and their officials, employees and agents.

(2) Workers' Compensation insurance as required by the

California Labor Code.

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

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

(4) Professional liability or errors and omissions insurance in

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

(5) Commercial automobile liability insurance (equivalent in

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

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

combined single limit per accident.

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

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

hereunder or Twenty-Five Thousand Dollars ($25,000), whichever is less, to
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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 satisfaction of the City's Risk Manager that Organization has no

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

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

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

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

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

case by case basis.

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

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

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

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

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

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

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

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

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

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

been voided by the insurer or cancelled by the insured.

C. Organization shall require that all contractors and

subcontractors that Organization uses in the performance of services under this

9
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A. Organization certifies that, if grant funds are used for

renovation or conversion of the building for which the grant funds will be used,
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Contract maintain insurance in compliance with this Section unless otherwise

agreed in writing by the City's Risk Manager or his/her designee.

D. Prior to the start of performance or payment of first invoice,

Organization shall deliver to the City certificates of insurance and required

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 this insurance,

furnish to the City certificates of insurance and endorsements evidencing renewal

of the insurance. The City reserves the right to require complete certified copies of

all policies of Organization and Organization's contractors and subcontractors, at

any time. Organization shall make available to the City's Risk Manager or his/her

designee during normal business hours all books, records and other information

relating to the insurance coverage required herein.

E. Any modification or waiver of these insurance requirements

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

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

his/her designee may require that Organization, Organization's contractors and

subcontractors change the amount, scope or types of coverages if, in his or her

sole opinion, the amount, scope, or types of coverages herein are not adequate.

F. The procuring or existence of insurance shall not be

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

performance or as full performance of or compliance with the indemnification

provisions of this Contract.

Section 12.
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services to homeless individuals for not less than ten (10) years nor more than

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

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

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

B. Organization certifies that the building for which the grant

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

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

homeless individuals during the term of this Contract.

C. Organization shall comply with all requirements of the City's

Municipal Code relating to building code standards in undertaking any activities or

renovations using grant funds.

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

Development Services has completed an environmental review under 24 CFR Part

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

Organization of the completion and conditions of said environmental review.

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

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

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

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

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

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

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

religious or denominational institution or organization or an organization

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

connection with a religious or denominational institution or organization.

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

in the following conduct:

(a) discriminate against any employee or applicant

11
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for employment on the basis of religion;

(b) discriminate against any person seeking housing

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

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

religion;

(c) provide religious instruction or counseling,

conduct religious worship or services, engage in religious

proselytizing, or exert other religious influence in the provision of

services or the use of facilities and furnishings;

(3) In the portion of. the facility used for housing or

supportive services only assisted in whole or in part under this Contract or

in which services are provided that are assisted under this Contract, contain

sectarian religious symbols or decorations.

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

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

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

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

be a religious or faith-based organization.

(1) Organization may not engage in inherently religious

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

the programs or services funded under this Contract.

If Organization conducts such activities, the activities must be

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

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

of the HUD funded programs or services.

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

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

continue to carry out its mission, including the definition, practice, and
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expression of its religious beliefs, provided that it does not use direct HUD

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

religious instruction, or proselytization.

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

facilities to provide HUD funded services, without removing religious art,

icons, scriptures, or other religious symbols.

A religious or faith-based organization retains its authority

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

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

include religious references in its organization's mission statements and

other governing documents.

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

providing program assistance, discriminate against a program beneficiary or

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

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

construction or rehabilitation of structures to the extent that those structures

are used for inherently religious activities.

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

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

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

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

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

rehabilitation that are attributable to eligible activities in accordance with the

cost accounting requirements applicable to HUD funds herein. Sanctuaries,

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

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

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

any change in use of the property during the term of the grant, is subject to
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government-wide regulations governing real property dispositions.

H. Organization shall provide homeless individuals and/or

families with assistance in obtaining:

(1) Appropriate supportive services, including transitional

housing, permanent housing, physical health treatment, mental health

treatment, counseling, supervision and other services essential for

achieving independent living; and

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

available for such individuals, including mainstream resources.

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

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

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

promulgated by HUD.

J. Organization shall execute a Certification Regarding

Debarment in the form shown on Attachment "H".

K. Organization shall execute a Certification Regarding Lobbying

in the form shown on Attachment "I".

Section 13. Organization certifies that it has. established a Drug-

Free Awareness Program in compliance with Government Code Section 8355, that it

has given a copy of said Program to each employee who performs services

hereunder, that compliance with the Program is a condition of employment, and that it

has published a statement notifying employees that unlawful manufacture,

distribution, dispensation, possession or use of a controlled substance is prohibited

and action will be taken for violation.

Section 14. The City shall facilitate the submission of all reports

required by HUD based on information submitted by Organization to the City. The

City shall act as the primary contact for Organization to HUD for services provided

under this Contract. The City shall facilitate directly to HUD the submission of any
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information related to all financial and programmatic matters in this Contract, including

but not limited to reimbursements of grant funds, requests for changes to

Organization's budget, requests for changes to Organization's application for grant

funds and requests for changes to Organization's Technical Submission.

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

writing and personally delivered or deposited in the U.S. Postal Service, certified mail,

return receipt requested, to the City at 2525 Grand Avenue, Long Beach, California

90815 Attn: Homeless Services Officer, and to Organization at the address first stated

above. Notice shall be deemed given on the date personal delivery is made or the

date shown on the return receipt, whichever is earlier. Notice of change of address

shall be given in the same manner as stated for other notices.

Section 16. The City Manager or his/her designee is authorized to

administer this Contract and all related matters, and any decision of the City Manager

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

Section 17. Organization shall have the right to terminate this

Contract at any time for any reason by giving ninety (90) days prior notice of

termination to the City, and the City shall have the right to terminate all or any part of

this Contract at any time for any reason or no reason by giving five (5) days prior

notice to Organization. If either party terminates this Contract, all funds held by

Organization under this Contract which have not been spent on the date of

termination shall be returned to the City.

Section 18. This Contract, including all exhibits and attachments

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

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

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

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

Contract.

Section 20. The acceptance of any service or payment of any
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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 21. 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 22. In the event of any conflict or ambiguity between this

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

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

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

MENTAL HEALTH AMERICA OF LOS
ANGELES, a California nonprofit
corpcration

\,
I /

j I

__ -,-7+1-t:.~_l-l-I,-/_/<t:?_:-'O_· J_J-i:..' 7'_/ __ , 2014
:;; I

__________ , 2014 By _
Name _
Title. _

"Organization"

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

r····· /1)'ll e t ,Il;;)BY'/y;):.:(l# / }Ltf{)tt:cc·/IL ../"
/ I r ! f"i+ M
L/ EX'f7!.fllYL ..<ilO~g~INT

TO SEC nON 3D! OF
THE CITY CHAFlTER."City"

This Contract is approved as to form on __ q-+-_-.....1.(_5'..L- , 2014.

Deputy
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City of Long Beach
2013 Continuum of Care (CoC) Program

Scope of Work

Agency: Mental Health America of Los Angeles Program Name: SPC 95/00

HUD Grant: CA0646U9D061306 CLB Contract: PENDING

Program Objective: The SPC 95/00 program is a partnership between the City of Long Beach DHHS-
Housing Authority, which administers the 37 certificates of rental assistance, and Mental Health
America of Los Angeles (MHA), which is the supportive service provider. It serves Long Beach,
California with a target population of homeless individuals who are disabled by serious mental illness or
the dual diagnosis of mental illness and substance abuse. These individuals consistently are identified
as having high needs in the Continuum of Care, and they are eligible under HUD's definition of
homelessness and Shelter Plus Care requirements. Individuals with mental illness are often
considered "hard to reach" or "hard to house." The complexity of issues they face reflects a need to
develop solutions that integrate strategies for meeting housing and service needs. They need
aggressive assistance in overcoming the barriers to obtaining and maintaining housing, along with
intensive services for their mental health treatment, physical health care and substance abuse
recovery needs. The project places individuals in 37 units of 1-bedroom apartments, using existing
complexes in Long Beach. MHA's supportive services consist of outreach, case management, life
skills, mental health and health services, employment placement and transportation. The project
benefits from MHA's new Homeless Innovations Project that integrates mental health, physical health
and substance abuse recovery services. Its Mobile Health Workers will work in pairs on outreach,
engagement and case management. As outcomes, the project helps individuals remain in permanent
housing and reach their highest possible levels of self-sufficiency. MHA's service coordinators help
participants develop and implement personal service plan, customized to each participant's housing
and living skills training, mental health treatment, employment placement, benefits assistance,
substance abuse recovery, education, peer support and community involvement goals.

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

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

Outcomes/Performance Measures ~_l~:)
Universe # Taraet # Target %

Persons remaining in permanent housing as

1
of the end of the operating year or exiting to

37 30 81%
permanent housing (subsidized or
unsubsidized) during the operating year.
Persons age 18 and older who maintained or

3
increased their total income (from all

37 24 65%
sources) as of the end of the operating year
or program exit.

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

3 (subsidized or unsubsidized) for 181 days (6- 37 28 76%
months) or longer as of the end of the
operating year.

Note: Universe number reflects project participant chart PIT
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DEPARTMENTOF HOUSINGAND
URBAN DEVELOPMENT

24 CFR Part 578
[Docket No. FA-5476-I-01]

AIN 2606-AC29

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

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

regulatory implementation of the
Continuum of Care program, including
the Continuum of Care planning
process. The existing homeless
assistance programs that comprise the
Continuum of Care program are the
following: the Supportive Housing
program, the Shelter Plus Care program,
and the Moderate Rehabilitation/Single
Room Occupancy (SRO) program. This
rule establishes the regulations for the
Continuum of Care program, and,
through the establishment of such
regulations, the funding made available
for the Continuum of Care program in
the statute appropriating Fiscal Year
(FY) 2012 funding for ffiJD can more
quickly be disbursed, consistent with
the HEARTH Act requirements, and
avoid any disruption in current
Continuum of Care activities.
DATES: Effective Date:August 50,2012.

Comment Due Date. October 1, 2012.
ADDRESSES: Interested persons are
invited to submit comments regarding
this rule to the Regulations Division,
Office of General Counsel, 451 7th
Street SW" Room 10276, Department of
Housing and Urban Development,
Washington, DC 20410-0500.
Communications must refer to the above

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

1. Submission of Comments by ¥aiJ.
Com men ts may be submitted by mail to
the Regulations Division, Office of
General Counsel, Department of '
Housing and Urban Development, 451
7th Street SW., Room 10276,
Washington, DC 20410-0500.

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

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

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

Public Inspection of Public
Comments. All properly submitted
comments and communications
submitted to HUD will be available for
public inspection and copying botwoen
8 a.m, and 5 p.m, weekdays at the above
address. Due to security measures at the
HUD Headquarters building, an advance
appointment to review the public
comments must be scheduled by calling
the Regulations Division at 202-708-
5055 (this is not a toll-free number).
Individuals with speech or hearing
impairments may access this number
through TTY by calling the Federal
Relay Service at 800-877-8339. Copies
of all comments submitted are available
for inspection and downloading at
www.regulations.gov.
FOR FURTHER INFORMATION CONTACT: Ann
Marie Oliva, Director, Office of Special
Needs Assistance Programs, Office of
Community Planning and Development
Department of Housing and Urban '
Development, 451 7th Street SW.,
Washington, DC 20410-7000; telephone
number 202-708-4300 (this is not a toll-
free number). Hearing- and speech-
impaired persons may access this
number through TTY by call1ng the

AIT ACHMENT ••.•••~ .••••••••
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Federal Relay Service at 800-877-8339
(this is a toll-free number).
SUPPLEMENTARY INFORMATION:

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

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

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

Summary of Major Provisions
The major provisions of this

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

law the planning system known as new to many HUD grantees. Until
Continuum of Care, but consolidated the regulations for HMIS are promulgated in

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

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

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

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

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

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

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

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

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

responsibilities and duties established
under Subpart B of this interim rule.
The Continuum of Care, as noted above,
carries out the statutory duties and
responsibilities of a collaborative
applicant. HUD established the
Continuum of Core in 1995. Local
grantees and stakeholders are familiar
with the Continuum of Care as the
coordinating body for homeless services
and homelessnass prevention activities

> across the geographic area.
Consequently, HUD is maintaining the
Continuum of Care terminology, and the
rule provides for the duties and
responsibilities of a collaborative
applicant to be carried out under the
name Continuum of Care.

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

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

Permanent housing is consistent with
the statutory definition of "permanent
housing" in section 4q1 of the
McKinney-Vento Act, but does not track
the statutory language. Hl.Ilr'sregulatory
definition of "permanent housing"
states: "The term 'permanent housing'
means community-based housing
witbout a designated length of stay, and
includes both permanent supportive
housing and rapid re-housing."
Additionally, in the regulatory
definition of "permanent housing,"
HUDclarifies that to be permanent
housing, "the program participant must
be the tenant on a lease for a term of at
least one year that is renewable and is
terminable only for cause. The lease
must be renewable for terms that are a
minimum of one month long. HUDhas
determined that requiring a lease for a
lerm of at least one year that is
renewable and terminable only for
cause, assists program participants in
obtaining stability in housing, even
when the rental assistance is temporary.
Those requirements are consistent with
Section 8 requirements.

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

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

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

Safe haven is based on the definition
of safe haven in the McKinney-Vento
Act prior to amendment by the
HEARTHAct. Although no longer used
in statute, HUD's position is that the
term remains relevant for
implementation of the Continuum of
Care program and, therefore, HUD
proposes to include the term in the
Continuum of Care program regulations.
The term "safe haven" is used for
purposes of determining whether a
person is chronically homeless. The
housing must serve hard-to-reach
homeless persons with severe mental
illness who came from the streets and
have been unwilling or unable to
participate in supportive services. In
addition, the housing must provide
24-hour residence for eligible persons
for an unspecified period, have an
overnight capacity limited to 25 or
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fewer persons, and provide low-demand
services and referrals for the residents. .

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

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

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

In general. The statutory authority for
the Continuum of Care program is
section 422 of the McKinney-Vento Act.
As stated under section 1002 of the
HEARTHAct, one of the main purposes
of the HEARTHAct is to codify the
Continuum of Care planning process.
Consequently, under this interim rule,
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HUD focuses on the rules and
responsibilities of those involved in the
Continuum of Care planning process
and describes how applications and
grant funds will be processed.
,As discussed earlier in the preamble,

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

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

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

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

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

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

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

establishes requirements within these
three major duties.

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

interim rule is the requirement that the
Continuum establish and operate a
centralized or coordinated assessment
system that provides an initial,
comprehensive assessment of the needs
of individuals and families for housing
and services. As detailed in the
Emergency Solutions Grants program
interim rule published on December 6,
2011, through the administration of the
Rapid Re-Housing for Families
Demonstration program and the
Homelessness Prevention and Rapid Re-
Housing program, as well as best
practices identified in communities,
HUD has learned that centralized or
coordinated assessment systems are
important in ensuring the success of
homeless assistance and homeless
prevention programs in communities. In
particular, such assessment systems
help communities systematically assess
the needs of program participants and
effectively match each individual or
family with the most appropriate
resources available to address that
individual or family's particular needs.
Therefore, HUD has required, through

this interim rule, each Continuum of
Care to develop and implement a
centralized or coordinated assessment
system for its geographic area. Such a
system must be designed locally in
response to local needs and conditions.
For example, rural areas will have
significantly different systems than
urban ones. While the common thread
between typical models is the use of a
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common assessment tool, the form,
detail, and use of that tool will vary
from one community to the next. Some
examples of centralized or coordinated
assessment systems include: A central
location or locations within a
geographic area where Individuals and
families must be present to receive
homeless services; a 211 or other hotline
system that screens and directly
connects callers to appropriate homeless
housing/service providers in the area; a
"no wrong door" approach In which a
homeless family or individual can show
up at any homeless service provider in
the geographic area but Is assessed using
the same tool and methodology so.that
referrals are consistently completed
across the Continuum of Care; a
specialized team of case workers that
provides assessment services to
providers within the Continuum of
Care; or in larger geographic areas, a
regional approach in which "hubs" are
created within smaller geographic areas.
HUDintends to develop technical
assistance materials on a range of
centralized and coordinated assessment
types, including those most appropriate
for rural areas.
HOD recognizes that imposing a

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

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

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

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

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

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

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

Continuum of Careplanning. The
Continuum is responsible for
coordinating and implementing a
system for its geographic area to meet
the needs of the homeless population
and subpopulations within the
geographic area. The interim rule
defines the minimum requirements for
this systematic approach under
§578.7(c)(1), such as emergency
shelters, rapid rehousing, transitional
housing, permanent supportive housing,
and prevention strategies. Because there
are not sufficient resources available
through the Continuum of Care progrem
to prevent and end hornelessness,
coordination and integration of other
funding streams, including the
Emergenoy Solutions Grants program
and mainstream resources, is integral to
carrying out the Continuum ofCare
System.
HUD has determined, that since the

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

.explicitly provided in section 402(f) of
the Act, HUD has included them to
facilitate and clarify the Continuum of
Care planning process. Consistent with
the goals of the HEARTHAct, HUD
strives, through this interim rule, to
provide a comprehensive, well-
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coordinated and clear planning process, designated for funding. The applicant. For-profit entities are not
which Involves the creation of the collaborative applicant will always be eligible to apply for grants or to be
Continuum of Care and the duties the the only applicant that can apply for subrecipients of grant funds.
Continuum of Care will have to fulfill. Continuum of Care planning costs. In Section 401(10) of the McKinney·
Other planning duties for Continuums the case that there is one application for Vento Act identifies that collaborative

established in this section of the interim projects, the recipient of the funds is applicants may be legal entities, and a
rule are planning for and conducting at required to have signed agreements with legal entity may Include a consortium of
least a biennial-point-in-tima count of its subrecipients as set forth in instrumentalities of a State.or local
homeless persons within the geographic §578.23(c), and is required to monitor government that has constituted itself as
area, conducting an annual gaps and sanction subreclpients ln an entity. HOD has not included a
analysis of the homeless needs and compliance with §578.107. consortium in the list of eliglble
services available within the geographic Whether the Continuum of Care applicants. As noted earlier in this
area, providing information necessary to submits the application or designates an preamble, a Continuum of Care is
complete the Consolidated Plan(s) eligible applicant to submit the defined to mean a group that is
within the geographic area, and application for funding, the Continuum composed of representatives of
consulting with State and local of Care retains all of its duties. organizations across the entire
government Emergency Solutions Unified Funding Agenoies. To be geographic area claimed by the
Grants program recipients within the designated as the Unified Funding Continuum of Care. A Continuum is
Continuum of Care on the plan for, Agency (UFA) for the Continuum of able to combine more than one
allocating Emergency Solutions Grants Care, the Continuum must select the metropolitan city or county into the
program funds and reporting on and collaborative applicant to apply to HOD geographic area that the Continuum
evaluating the performance of to be designated as the UFA for the represents. In essence-the Continuum of
EmergenCySolutions Grants program Continuum. The interim rule establishes Care acts as a consortium, and it is
recipients and subrecipients. the criteria HODwill use when therefore HUD's position that the

Preparing an appliooiion for funds. A determining whether to designate the inclusion of consortiums in the interim
major function of the Continuum of Care collaborative applicant as a UFA. These rule would be redundant.
is preparing and overseeing an standards were developed to ensure that Determining the Continuum's
application for funds under this part. collaborative applicants have the maximum award amount. The total
This section of the interim rule capacity to manage the grant and carry amount for which a Continuum of Care
establishes the duties ofthe Continuum out the duties in 678.11(b), and are is eligible to apply and be awarded is
of Care related to the preparation of the described below. determined through a four-step process,
application. This section of the interim The duties ofthe UFA established in including the following factors: A
rule establishes that the Continuum is §578.11 are consistent with the duties Continuum's PPRN amount: renewal
responsiblo for designing, operating, set forth in section 402(g) of the Act. demand: any additional increases in
and following a collaborative process for Even if the Continuum designates a amounts for leasing, rental assistance,
the development of applications, as well UFA to subrriit the application for and operating costs based on Fair
as 'approving the submission of funding, the Continuum of Care retains Market Rents (FMRs);planning and
applications, in response to a NOFA all of its duties. UFA cost funds; and the amounts
published by HOD. Remedial actions. Section 402(c) of available for bonus dollars.
The Continuum must also establish the McKinney-Vento Act gives HOD the Using the formula that will be

priorities for funding projects within the authority to ensure the fair distribution discussed below, HUD will first
geographic area and determine the of grant amounts for this program, such determine a Continuum of Care's PPRN
number of applications being submitted as designating another body as a amount, as authorized under section
for funding. As previously noted in this collaborative applicant, replacing the 427(b)(2)(B)of the McKinney·Vento Act.
preamble, since the Continuum of Care Continuum of Care for the geographic This amount is the sum of the PPRN
might not be a legal entity, and therefore area, or permitting other eligible entities amounts for each metropolitan city,
may not be able to enter into a to apply directly for grants. Section urban county, non-urban county, and
contractual agreement with HOD, the 578.13 of this interim rule addresses the insular area claimed by the Continuum
Continuum must select one or more remedial actions that may be taken. of Care as part of its geographic area,
eligible applicants to submit an excluding any counties applying for, or
application for funding to HOD on its Overview afthe Application and Grant receiving funds under the Rural
behalf. If the Continuum of Care is an Award Process (Subpart C) Housing Stability Assistance program,
eligible applicant, the Continuum of Eligibje applicants, Under this interim the regulations for which will be
Care may submit an application. If the rule, eligible applicants consist of established in 24 CFR part 579. The
Continuum selects more than one nonprofit organizations, State and local PPRN for each of these areas is based
application, the Continuum must select governments, and instrumentalities of upon the "need formula" under
one eligible applicant to be the local governments. An eligible applicant §579.17(a)(2) and (3). Under the
collaborative applicant. That applicant must have been designated by the McKinney·Vento Act, HOD is required
will collect and combine the required Continuum of Care to submit an to publish, by regulation, the formula
application information from all of the application for grant funds under this used to establish grant amounts. The
other eligible applicants and for all part. The Continuum's designation must need formula under §579.17(a)(2) and
projects within the geographic area that state whether the Continuum is (3) satisfies this requirement, and HOD
the Continuum has designated. If only designating more than one applicant to specifically seeks comment on this
one application is submitted by the apply for funds, and if it is, which formula. HUDwill announce the PPRN
collaborative applicant, the applicant is being designated the amounts prior to the publication of the
collaborative applicant will collect and collaborative applicant. A Continuum of NOFA on its Web site.
combine the required application Care that is designating only one To establish the amount on which the
information from all projects within the applicant for funds must designate that need formula is run, HUD will deduct
geographic area that the Continuum has applicant to be the collaborative an amount, which will be published in-------"!", ""'!C~---,

ATTACHMENT ••~•.••••••••~•••••

PAGE .•••.~ .... OF .•.~J~....PAG~S



45430 Federal Register/Vol. 77, No. 147/Tuesday, July 31, 2012/Rules and Regulations

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

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

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

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

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

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

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

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

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

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

Awardingfunds. HOO will review
applications in accordance with the
guidelines and procedures specified in
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the NOFA and award funds to recipients
through a national competition based on
selection criteria as defined in section
427 of the McKinney-Vento Act. HOO
will announce tho awards and notify
selected applicants of any conditions
imposed on the awards.

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

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

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

Executing grant agreements. If a
Continuum designates more than one
applicant for the geographic area, HUD
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will enter into a grant agreement with
each designated recipient for which an
award is announced. If a Continuum
designates only one recipient for the
geographic area, HUDmay enter into
one grant agreement with that recipient
for new awards, if any; and one grant
agreement for renewals and Continuum
of Care planning costs and UFA costs,
if any. These two grant agreements will
cover the entire geographic area, and a
default by the recipient under one of
these agreements will also constitute a
default under the other. If the
Continuum is a UFA, HUDwill enter
into one grant agreement with the UFA
for new awards, if any; and one for
renewal and Continuum of Care
planning costs and UFA costs, if any.
Similarly, these two grant agreements
will cover the entire geographic area
and a default by the recipient under one
of those agreements will also constitute
a default under the other.
HUD requires the recipient to enter

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

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

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

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

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

Appeals. The interim rule provides
certain appeal options for applicants
that were not awarded funding.
Under section 422(g) ofthe

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

of consistency with a consolidated plan
withheld, that applicant may appeal
such a decision to HUD. HUDhas
established a procedure to process the
appeals and no later than 45 days after
the date of receipt of an appeal, HUD
will make a decision.
Section 422(h) of the McKinney-Yento

Act provides the authority for a solo
applicant to submit an application to
HUD and be awarded a grant by HUD
if it meets the criteria under section 427
ofthe McKinney-Yento Act. The interim
rule clarifies that a solo applicant must
submit its application to HUDby the
deadline established in the NOFA to be
considered for funding. The statute also
requires that HUD establish an appeal
process for organizations that attempted
to participate in tile Continuum of
Care's process and believe they were
denied the right to reasonable
participation, as reviewed in the context
ofthe local Continuum's process. An
organization may submit a solo
application to HUD and appeal the
Continuum's decision not to Include it
in the Continuum's application. If HUD
finds that the solo applicant was not
permitted to participate in the
Continuum of Care process in a
reasonable manner, then HUDmay
award the grant to that solo applicant
and may direct the Continuum to take
remedial steps to ensure reasonable
participation in the future. HUDmay
also reduce the award to the
Continuum's applioant(s).
Section 422(hJ(1) of the McKinney-

Vento Act requires that "HUD establish
a timely appeal procedure for grant
amounts awarded or denied under this
subtitle to a collaborative application."
The interim rule sets an appeal process
for denied or decreased funding under
§578.35(c). Applicants that are denied
funds by HUD, or that requested more
funds than HUDawarded, may appeal
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by filing a written appeal within 45 days
of the date OfHUD's announcement of
the award. HUD will notify applicant of
its decision on the appeal within 60
days of the date of HUD's receipt of the
written appeal.

Program Components und Eligible Costs
(Subpart D)

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

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

permanent housing in seotion 401 of the
MoKinney.Vento Act and §578.3 ofthis
interim rule, the permanent housing
component is community-based housing
without a designated length of stay that
permits formerly homeless individuals
and families to live as independently as
possible. The interim rule clarifies that
Continuum of Care funds may be spent
on two types of permanent housing:
Permanent supportive housing for
persons with disabilities (PSH) and
rapid rehousing that provides temporary
assistance (i.e., rental assistance and/or
supportive services) to program
participants in a unit that the program
participant retains after the assistance
ends.
Although the McKinney-Vento Act

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

determined that programs should
require at least case management for
some initial period after exiting
homelessness, HUD has imposed the
requirement that rapid rehousing
include, at a minimum, monthly case
management meetings with program
participants (exoept where prohibited
by the Violence Against Women Act
(VAWA) and the Family Violence
Prevention and Services Act (FVPSA))
and allows for a full range of supportive
services to be provided for up to 6
months after the rental assistance stops.
Many other HUD programs, such as
Section 8 and HOME, provide housing
without supportive services to low-
income individuals and families.
With respect to rapid rehousing, the

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

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

HMIS oomponent is for funds that are
used by HMIS Leads only. Eligible costs
include leasing a structure in which the
HMIS is operated, operating funds to
operate a structure in which the HMIS
is operated, and HMIS costs related to
establishing, operating, and customizing
a Continuum of Care's HMIS.
As set forth in Section 424(0) of the

McKinney-Veto Act, Continuum of Care
funds may be used only for the
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homelessness prevention component by
recipients in Continuums of Care that
have been designated HPCs by HUD.
Eligible aotivities are housing relocation
and stabilization services, and short-
and/or medium-term rental assistance,
as set forth in 24 CFR 576.103,
necessary to prevent an individual or
family from becoming homeless.

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

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

Unified Funding Agency Costs. Under
this interim rule, HUD lists eligible UFA
costs in §578.41(b) and (c). Similar to
the cap on planning costs for CoC, HUD
will allow no more than 3 percent of the
FPRN, or a maximum amount to be
established by the NOFA, whiohever is
less, to be used for UFA costs. This
amount is in addition to the amount
made available for CoC planning costs.
UFA costs include costs associated with
ensuring that all financial transactions
carried out under the Continuum of
Care program are conducted and records
maintained in acoordance with
generally accepted accounting
principles, including arranging for an
annual survey, audit, or evaluation of
the financial reoords of each project
carried out by a subrecipient funded by
a grant received through the Continuum
of Care program. The funds made
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available to UFAs related to establishing section provides that rental assistance
fiscal controls will be added to a CoC's may include tenant-based, project-
FPRN to establish the CoCmaximum based, or sponsor-based rental
award amount. assistance. This section also provides

Leasing. Under this interim rule, grant that project-based rental assistance may
funds may be used to pay the costs of 'inc;:lude rental assistance to preserve
leasing a structure or structures, or existing permanent supportive housing
portions of structures, to provide for homeless individuals and families.
housing or supportive services. The Given that the availability of affordable
interim rule further clarifies that leasing rental housing has been shown to be a
means that the lease is between the key factor in reducing homelessness, the
recipient of funds and the landlord. availability of funding for short-term,
HUD recognizes that some grantees medium-term, and long-term rental
receiving funds through the Supportive assistance under both the Emergency
Housing Program may have been using Solutions Grants program and the
their leasing funds in a manner Continuum of Care program is not
consistent with the rental assistance inefficient use of program funds, but
requirements established in §578.51; rather effective use of funding for an
therefore, since the Continuum of Care activity that lowers the number of
program authorizes both leasing and homeless persons.
rental assistance, the rule provides for , As noted in the above discussion of
an allowance for projects originally rental housing available for funding
approved to carry out leasing to renew under the Continuum of Care program,
and request funds for rental assistance, one eligible form of rental assistarice is
so long as the rental assistance meets tenant-based, which allows the program
the requirements in §578.51. The rule participant to rotain rental assistance for
provides that a recipient of a grant another unit. The interim rule limits
awarded under the McKinney-Vento this retention to within the Continuum
Act, prior to enactment of the HEARTH of Care boundaries. HUDhas
Act, must apply for leasing if the lease determined that Continuum of Care
is between the recipient and the, program funds must be used within the
landlord, notwithstanding that the grant Continuum's geographic boundaries. If
was awarded prior to the HEARTHAct program participants move outside of
amendments to the McKinney-Vento the Continuum, the Continuum may pay
Act. moving costs, security deposits, and the
The interim rule provides that leasing first month of rent for another unit;

funds may not be used to lease units or however, the Continuum would have to
structures owned by the recipient, organize assistance with the relevant
subrecipient, their parent Continuum of Care for the program
organization(s), any other related participant ifrental assistance is to
organization(s), or organizations that are continue. The program participant may
members of a partnership where the ' be transferred to a rental assistance
partnership owns the structure, unless program in a different Continuum
HUD authorizes an exception for good without having to become homeless
cause. The interim rule establishes again. The recipient may also limit the
minimum requirements that a request movement of the assistance to a smaller
for an exception must include. These area if this is necessary to coordinate
exceptions are based on HUD's service delivery.
experience in administering the Under this interim rule, the only
Homelessness Prevention and Rapid Re- exception to the limitation for retention
Housing Program (HPRP). of tenant-based rental assistance is for
The interim rule establishes that program participants who are victims of

projects for leasing may require that domestic violence, dating violence,
program participants pay an occupancy sexual assault, or stalking. Under the
charge (or in the case of a sublease, rent) definition of "tenant-based" in the
of no more than 30 percent of their McKinney-Vento Act (section 401(28) of
income. Income must be calculated in the McKinney-Vento Act},these
accordance with HUD's regulations in participants must have complied with
24 CFR5.609 and 24 CFR 5.611(a). all other obligations ofthe program and
However, the interim rule clarifies that reasonably believe that he or she is
projects may not charge program fees. imminently threatened by harm from

Rental assistance. Under this interim further violence if he or she remains in
rule, rental assistance is an eligible cost the assisted dwelling unit.
for permanent and transitional housing, In the interim rule, HUD has clarified
and this rule clarifies that the rental that the imminent threat of harm must
assistance may be short-term, up to 3 be from further domestic violence,
months of rent; medium-term, for 3 to dating violence, sexual assault, or
24 months of rent; and long-term, for stalking, which would include threats
longer than 24 months of rent. This from a third party, such as a friend or
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family member of the perpetrator of the
violence. HUD requires that the program
participant provide appropriate
documentation of the original incident
of domestic violence, dating violence,
sexual assault, or stalking, and any
evidence of the current imminent threat
of harm. Examples of appropriate
documentation ofthe original incident
of domestic violence', dating violence!
sexual assault, or stalking Include
written observation by the housing or
service provider; a letter or other
documentatiori from a victim service
provider, social worker, legal assistance
provider, pastoral counselor, mental
health provider, or other professional
from whom the victim has sought
assistance; or medical or dental, court,
or law enforcement records.
Documentation of reasonable belief of
further domestic violence, dating
violence, sexual assault, or stalking
includes written observation by the
housing or service provider; a letter or
other written documentation from a
victim service provider, social worker,
legal assistance provider, pastoral
counselor, mental health provider, or
other professional from whom the
victim has requested assistance; a
current restraining order, recent court
order, or other court records; or law
enforcement reports or records. The
housing or service provider may also
consider other documentation such as
emails, voloemafls, text messages, social
media posts, and other communication.
Because of the particular safety
concerns surrounding victims of
domestic violence, the interim rule
provides that acceptable evidence for
both the original violence and the
reasonable belief include an oral
statement. This oral statement does not
need to be verified, but it must be
documented by a written certification
by the individual or head of household.
This provision is specific to victims of

domestic violence, dating violence,
sexual assault, and stalking who are
receiving tenant-based rental assistance
in permanent housing. This interim rule
contains other policies for moving
program participants receiving any type
of asslstance under this interim rule,
including tenant-based rental assistance,
within the Continuum of Care
geographic area, or smaller geographic
area required by the provider to
coordinate service delivery. Moving
program participants outside ofthe
geographic area where providers can
coordinato service-delivery is
administratively difficult for providers
and makes it difficult to monitor that
program participants have access to, and
are receiving, appropriate supportive
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services; therefore, moves outside of the
geographic area where the provider can
effectively deliver and monitor service
coordination are allowed only under
exceptional circumstances, HUD has
ostabllshed these provisions to provide
an exception and to address the
challenges that are associated with such
amove,
Based on HUD's experience in

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

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

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

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

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

Other costs. In addition to the eligible
costs described in this preamble, the
regulation addresses the following other
eligible costs: acquisition, rehabilitation,
new construction, operating oosts,
HMIS, project administrative costs, and
relocation costs.
High-Performing Communities (Subpart
E)
Section 424 of the McKinney-Vento

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

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

Standards. In order to qualify as an
HPC, a Continuum of Care must
demonstrate through reliable data that It
meets all of the required standards. The
interim rule clarifies which standards
will be measured with reliable date from
a Continuum's HMIS and which
standards will be measured through
reliable data from other sources and
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presented in a narrative form or other
format prescribed by HUD.
Continuums must use the HMIS to

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

that HUD set forth standards for
preventing homalessness among the
subset of those at the highest risk of
becoming homeless among those
homeless families and youth defined as
homeless under other federal statutes,
the third measure above, one ofwhich
includes achieving independent living
in permanent housing among this
population. HUD has set forth the
standards of 95 percent and 85 percent.
HUD recognizes that these standards are
high, but standards are comparable to
the other standards in the Act, which
are high, It is HUD's position that HPCs
should be addressing the needs of those
homeless individuals within their
communities prior to receiving
designation of a HPC and being allowed
to spend funds in accordance with
§578,71. .
The final standard that the

Continuum must use its HMIS data to
demonstrate is provided under section
424(d)(4) ofthe Act. The statute requires
each homeless individual or family who
sought homeless assistance to be
included in the data system used by that
community, HUDhas defined this as
bed-coverage and service-volume
coverage rates of at least 80 percent. The
documentation that each homeless
individual or family who sought
homeless assistance be included In the
HMIS is not measurable by HUD,This
type of standard would be entirely
reliant upon self-reporting.
Additionally, individuals and families
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have the right to decline having their
data entered into the HMIS. HUDuses
bed-coverage rates and service-volume
coverage rates as a proxy for measuring
the rate of inclusion of persons who are
present for services or housing in the
HMIS. This is a measurable standard, '
and HUD defines 'the calculation in the .
HMIS rule; therefore, the measurement
will be consistent between Continuums.

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

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

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

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

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

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

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

For in-kind match, the
governmentwide grant requirements of
HUD's regulations in 24 CFR84.23 (for
private nonprofit organizations) and
85.24 (for governments) apply. The
regulations in 24 CFRparts 84 and 85
establish uniform administrative
requirements for HUDgrants. The
requirements of 24 CFRpart 84 apply to
subrecipients that are private nonprofit
organizations. The requirements of 24
CFRpart 85 apply to the recipient and
subrecipients that are units of general
purpose local government. The match
requirement in 24 CFR84.23 and in 24
CFR85.24 aprlies to administration
funds, as weI as Continuum of Care
planning costs and UFA's financial
management costs. All match must be
spent on eligible activities as required
under subpart D of this interim rule,
except that recipients and subrecipients
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in HPCs may use match on eligible
activities described under §578.71.

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

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

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

This provision further states that if
the purpose of the project is to provide
substance abuse treatment services,
recipients and subrecipients may
require program participants to take part
in suoh services as a condition of
continued participation in the program.
For example, if a Continuum ofCare
recipient operates a transitional housing
program with substance abuse treatment
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services, the recipient may require
program participants to participate in
those services. By contrast, in a program
that offers services but whose purpose is
not substance abuse treatment, a
recipient may not require a person who
is an alcoholic, for example, to sign a
supportive service agreement at initial
occupancy stating that he or she will
participate in substance abuse treatment
services as a condition of occupancy.
All program participants must, however,
meet all terms and conditions of
tenancy, including lease requirements.
If, as a result of a person's behavior
stemming from substance use, a person
violates the terms of the lease, a
recipient may consider requiring
participation in services or any other
action necessary in order for such a
person to successfully meet the
requirements oftenancy.
Finally, the interim rule clarifies that

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

acquisition. All recipients must ensure
that they have taken all reasonable steps
to minimize the displacement of
persons as a result of projects assisted
under this part. This section of the
interim rule is substantially revised
from the previous programs to increase
clarity and comprehension of the
directions to recipients and
subrecipients in the use of grant funds.
Time1iness standards. Recipients

must initiate approved activities and
projects promptly. Recipients of funds
for rehabilitation and new construction
must begin construction activities
within 9 months of the signing ofthe
grant, and such activities must be
completed within 24 months. HOD is
providing these requirements to assist
communities in meeting the obligation
and expenditure deadline historically
imposed by the annual HOD
appropriations act. HUDmay reduce a
grant term to a term of one year if
implementation delays reduce the
amount of funds that can be used during
the original grant term.
Limitation on use offunds. Recipients

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

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

HOD funds and participate in HUD
programs on an equal footing with other
organizations; that no group of
applicants competing for HODfunds
should be subject, as a matter of
discretion, to greater or fewer
requirements than other organizations
solely because of their religious
character or affiliation, or, alternatively,
the absence of religious character or
affiliatlon. HUD's general principles
regarding the equal participation of such
organizations in its programs are
codified at 24 CFR5.109. 'program-
specific requirements governing faith-
based activities are codified in the
regulations for the individual HOD
programs. (See, for example, 24 CFR
574.300(c), 24 CFR582.115(c), and 24
CFR583.160(b).) , '
HUD's equal participation regulations

were prompted by Executive Order
13279, Equal Protection of the Laws for
Faith-Based and Community
Organizations, issued by President Bush
on December 12, 2002, and published in
the Federal Register on December 16,
2002 (67 FR 77141). Executive Order
13279 set forth principles and
policymaking criteria to guide federal
agencies in ensuring the equal
protection of the laws for faith-based
and community organizations.
Executive Order 13279was amended by
Executive Order 13559 (Fundamental
Principles and Policymaking Criteria for
Partnerships With Faith-Based and
Other Neighborhood Organizations),
issued by President Obarna on
November 17,2010, and published in
the Federal Register on November 22,
2010 (75 FR 71319).
Executive Order 13569 expands on

the equal participation principles
.provlded in Executive Order 13279 to
strengthen the capacity of faith-based
and other neighborhood organizations to
deliver services effectively and ensure
the equal treatment of program
beneficiaries. Executive Order 13659
reiterates a key principle underlying
participation of faith-based,
organizations in federally funded
activities and that is that faith-based
organizations bo oligible to compete for
federal financial assistance used to
support social service programs and to
partici pate fully In social service
programs supported with federal
financial assistance without impairing
their independence, autonomy,
expression outside the programs in
question, or religious character.
With respect to program beneficiaries,

the Executive Order states that
organizations, in providing services
supported In whole or in part with
federal financial assistance, and in their
outreach activities related to such
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services, should not be allowed to
discriminate against current or
prospective program beneficiaries on
the basis of religion, a religious belief,
a refusal to hold a religious belief, or a
refusal to attend or participate in a
religious practice. The Executive Order
directs that organizations that engage in
explicitly religious activities (including
activities that involve overt religious
content such as worship, religious
instruction, or proselytization) must
perform such activities and offer such
services outside of programs that are
supported with direct federal financial
assistance (including through prime
awards or subawards), separately in
time or location from any such programs
or services supported with direct federal
financial assistance, and participation in
any such explicitly religious activities
must be voluntary for the beneficiaries
ofthe social sorvice program supported
with such federal financial assistance.
For purposes of greater clarity and
comprehensibility, the Executive Order
uses the term "explicitly religious" in
lieu of "inherently religious." The
Executive Order further directs that if a
beneficiary or prospective beneficiary of
a social service program supported by
federal financial assistance objects to
the religious character of an
organization that provides services
under the program, that organization
shall, within a reasonable time after the
date of the objection, refer the
beneficiary to an alternative provider.
Executive Order 13569 provides for

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

guidance before initiating any
rulemaking directed to broader changes
to HUD's existing faith-based
regulations, to ensure consistency with
faith-based regulations of other federal
agencies. However, BUD has revised its
regulatory provisions governing faith-
based activities to incorporate the
principles of Executive Order 13559
pertaining to equal treatment of program
beneficiaries and to adopt terminology,
such as "explicitly religious" and "overt

1The report Is available at: http://
l\~vlV.lI'lIJtehousfJ.govlsjtes/defaulllfiles/uploads/
finalfaithbasedworkinggroupreport.pdf·
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religious content," that offers greater
clarity to the limitations placed on faith-
based organizations when using federal
funds for their supportive services,
Additionally, HUD is putting in place
through this rulemaking the provision of
Executive Order 13559 that directs the
referral to alternative providers.
Executive Order 13559 provides that if
a beneficiary or prospective beneficiary
of a social service program supported by
federal financial assistance objects to
the religious character of an
organization that provides services
under the program, that organization
shall, within a reasonable time frame
after the date of the objection, refer the
beneficiary to an alternative provider.
While HUDwill benefit from OMB
guidance on other provisions of the
Executive Order, specifically those
which the Working Group is charged to
provide recommendations, the
"referral" provision of the Executive
Order is one that HUD believes it can
immediately put in place. HUD may,
following receipt of public comment
and further consideration of this issue,
revise how recipients and subrecipients
document the referral to other providers
when beneficiaries may assert
objections to the original provider. For
now, HUDis requiring that any
objections and any referrals be
documented in accordance with the
recordkseping provisions of §578.013.

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

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

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

over this requirement from the Shelter
Plus Care program.

Fair Housing and Equal Opportunity
requirements. The Continuum of Care,
as well as its members and
subreoiplents, are required to comply
with applicable civil rights laws.
Section 5'78.93,addressing
nondiscrimination and equal
opportunity requirements, is provided
to offer greater direction to recipients
and subrecipients on the use of grant
funds. Section 578.93(a) states that the
nondiscrimination and equal
opportunity requirements set forth in 24
CFR 5.105(a) apply. This includes, but
is not limited to, the Fair Housing Act,
Title VI of the Civil Rights Act of 1964,
Section 504 of the Rehabilitation Act of
1973 (Section 504), and title n of the
Americans with Disabilities Act.

Section 578.93(b) explains when
recipients and subreclplents may
exclusively serve a particular
subpopulation in transitional or
permanent housing. As part of these
requirements, recipients must also
administer programs and activities
receiving federal financial assistance in
the most integrated setting appropriate
to the needs of qualified individuals
with disabilities. This "integration
mandate" requires that HUD-funded
programs or activities enable
individuals with dlsabllitles to interact
with non disabled persons to the fullest
extent possible. In reviewing requests
for funding through the Continuum of
Care NOFA, HUD will be considering
each recipient's proposals to provide
integrated housing to individuals with
disabilities.

There are certain situations in which
a recipient or subrecipient may limit
housing to a specific subpopulatlon, so
long as admission does not discriminate
against any protected class, as well as
instances where recipients or
subrecipients may limit admission or
provide a preference to certain
subpopulations of homeless persons and
families who need the specialized
services provided in the housing. For
example, §578.93(b)(2) states that the
housing may be limited to homeless
veterans, so long as admission is not

, denied based on any membership in a
protected class; e.g., homeless veterans
with families must be admitted.
Similarly, housing may be limited to
domestic violence victims and their
families or persons who are at risk of
institutionalization, so long as
admission is not denied based on any
membership in a protected class.

Section 578.93(b)(3) states that
housing may be limited to families with
children.
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Section 578.93(b)(l) states that, in
consideration of personal privacy,
housing may only be limited to a single
sex when such housing consists of a
single structure with shared bedrooms
or bathing facilities such that the
considerations of personal privacy and
the physical limitations of the
configuration of the housing make it
appropriate for the housing to be limited
to one sex.

Further, §§578.93(b)(4) and (5) clearly
outline instances when sex offenders or
violent offenders may be excluded from
housing, and when projects providing
sober housing may exclude persons.

HUD's Section 504 regulations permit
housing funded under a particular
program to be reserved for persons with
a specific disability when a federal
statute or executive order specifically
authorizes such a limitation. Section
578.93(b)(6) states that if the housing is
assisted with funds under a federal
program that is limited by federal
statute orexecutlve order to a specific
subpopulation, the housing may be
limited to that subpopulation.

Section 578.93(0)(7) provides
clarification to recipients of funds under
this part as to when a project can limit
admission to a specific subpopulation of
homeless individuals and families based
on the service package offered in the
project. To help recipients better ,
understand these requirements, the
following paragraphs provide a detailed
explanation ofthe regulatory provision,
along with a few examples.

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

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

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

nonprofit organization applies for and
receives Continuum of Care funds from
a local governmental entity to
rehabilitate a five-unit building, and
provides servlces'lnoluding assistance
with dally living and mental health
services, While the nonprofit
organization intends to target and
advertise the project 6S offering services
for persons with developmental
disabilities, an individual with a severe
psychiatric disability who does not have
a developmental disability but who can
benefit from these services cannot be
denied.
Section 578.93(e) incorporates the

"preventing involuntary family
separation" requirement set forth in
Section 404 of the McKinney-Veto Act

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

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

Other standards. In addition to the
program requirements described in this
preamble, the interim rule sets forth
other program requirements by which
all recipients of grant funds must abide.
These include a limitation on the use of
grant funds to serve persons defined as
homeless under other federal laws,
conflicts of interest standards, and
standards for identifying uses of
pro8!am income.
Additionally, recipients are required

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

Technical assistance. The purpose of
technical assistance under the
Continuum of Care program is to
increase the effectiveness with which
Continuums of Care, eligible applicants,
recipients, subrecipients, and UFAs
implement and administer their
Continuum of Care planning process.
Technical assistance will also improve
tho capacity to prepare applications,
and prevent the separation of families in
projects funded under the Emergency
Solutions Grants, Continuum of Care,
and Rural Housing Stability Assistance
programs. Under this interim rule,
technical assistance means the transfer
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of skills and knowledge to entities that
may need, but do not possess, such
skills and knowledge. The assistance
may include written information, such
as papers, manuals, guides, and .
brochures; person-to-person exchanges;
and training and related costs,
Therefore, as needed, HUDmay

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

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

new or expanded requirements
regarding confidentiality, rights of
access to records, record retention
periods, and reporting requirements.
Most significantly, to protect the safety
and privacy of all program participants,
the Continuum of Care rule broadens
the program's confidentiality
requirements. The MCKinney-VentoAct
requires only procedures to ensure the
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confidentiality of records pertaining to
any individual provided family violence
prevention or treatment services under
this program. The interim rule requires
written procedures to ensure the
security and confidentiality of all
records containing personally
identifying information of any
individual or family who applies for
and/or receives Continuum of Care
assistance.

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

Sanctions, The interim rule
establishes sanctions based on existing
regulations and strengthens the
enforcement procedures and array of
remedial actions and sanctions for
recipients and subreoiplents of
Continuum of Care funds. These
revisions draw from the requirements at
24 CFR 85.43 and other HUD program
regulations.

Close-out. The interim rule provides
that grants must be closed out at the end
of their grant term if recipients are not
seeking renewal. Section 578.109 of thls
interim rule specifies the actions that
must be taken after the closeout,
including grantee submission of
financial, final performance, or other
reports required by HUD within 90 days
ofthe end of the grant term. Any unused
funds must be deobligated and returned
to HUD.
The interim rule stipulates, for grants

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

III. Regulations for HUD Homeless
Assistance Programs Existing Prior to
Enactment of HEARTH Act
Because grants arestiIJ being

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

IV, C?nforming Regulations
In addition to establishing the new

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

. Assisted Housing Serving Persons with
Disabilities, and Section 8 Project-Based
Assistance, the regulations for which are
in 24 CFR part 5, subpart F, specifically,
§5.601 (Purpose and Applicability),
paragraphs (d) and (e) oftbis section;
§5.603 (Definitions), specifically the
definition of "Responsible Entity;"
§5.617 (Self-Sufficiency Incentives for
Persons with Disabilities-Disallowance
of Increase in Annual Income),
paragraph (a) of this section; (2)
Environmental Review Responsibilities
for.Entities Assuming HUD
Environmental Responsibilities, the
regulations for which are in 24 CFR part
58, specifically §58.1 (Purpose and
Applicability), paragraph (b)(3) ofthis
section; and (3) the Consolidated
Submissions for Community Planning
and Development Programs, the
regulations for which are in 24 CFR part
91, specifically, §91.2 (Applicability),
paragraph (b) of this section.

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

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

2The Administrative Procedure Act (5 U.S.C.
Subohaptar JI) (APA), whIch governs federal
rulemaklng, provides In santlon 553(e) that matters
involving amilitary or forolgn affairs funcllon of the
United States or a matter releting to federal agency
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procedures may be omitted, however, if
HUD determines that, in a particular
case or class of cases, notice and public
comment procedure are "impracticable,
unnecessary, or contrary to the public
interest." (See 24 CFR 10.1.)
In this case, HUD has determined that

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

management or personnel or to public property,
loans. grants, benefits, or contracts are exempt from
the advance notIce end public comment
requirement of sections 653(b) and (D) of the APA.
In Its regulations in 24 CFR 10.1, HUn has waived
the exemption for advance notica and public
commont formatters that relate to public property,
loans, grants, benefits, or contracts, and has
committed to undertake noUce and comment
rulemaklng for these matters,
aAlthough HOD's regulation in 24 CFR10.1

provide that HUn will involve public participation
in its rulemakmg, thls regulation also provides that
notice and public procedure will be omitted If HOD
determines in a particular cas. Dr olass oI cases that
notice and public procedure are tmpreotlcable,
unnecessary, or contrary to the public interest.



45440 Federal Register/Vol, 77, No, 147/Tuesday, July 31, 2012/Rules and Regulations

has been discussed in this preamble, the
foundation for the Continuum of Care
regulations is the criteria and
requirements provided in NOFAs for the
Continuum of Care Homeless Assistance
Grants Competition program, which
HUDhas funded for more than 10 years,
Through the Continuum of Care
Homeless Assistance Grants
Competition program, HUDprovided
funding for the Supportive Housing
program, the Shelter Plus Care program,
and the Section 8 Moderate
Rehabilitation Single Room Occupancy
program, The HEARTHAct
consolidated these three competitive
programs into the statutorily established
Continuum of Care program, which was
established as a single grant program,
Interim regulations will provide
certainty with respect to funding
requirements and eligible expenditures
for FY 2012, and the public comment
solicited through this interim rule will
help inform the public procedures that
Hun is contemplating in its regulations
in 24 CFRpart 10, and this public
comment, in turn, will inform the final
rule that will follow this interim rule
and govern the funding years following
FY 2012,
'For the reasons slated above, Hun is

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

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

regulatory action, as provided under
section 3(f)(1)of the Executive Order),
As has been discussed in this

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

inspection in the Regulations Division,
Office of the General Counsel, Room
10276,451 7th Street SW" Washington,
DC 20410-0500, Due to security
measures at the Hun Headquarters
building, please schedule an
appointment to review the docket file by
calling the Regulations Division at 202-
708-3055 (this is not a toll-free
number), Individuals with speech or
hearing impairments may access this
number via TTYby calling the Federal
Relay Service at 800-877-8339,
Environmental Impact
A Finding of No Significant Impact

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

of 1995 (2 U,S,C, 1531-1538) (UMRA)
establishes requirements for federal
agencies to assess the effects of their
regulatory actions on State, local, and
tribal governments and on the private
sector, This interim rulo does not
impose a federal mandate on any State,
local, or tribal government, or on the
private sector, within the meaning of
UMRA,
Regulatory Flexibility Act
The Regulatory Flexibility Act (5

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

determination that this rule will not
have a significant effect on a substantial
number of small entities, HUD
specifically invites comments regarding
any less burdensome alternatives to this
rule that will meet HUD's objectivos as
described in this preamble.

Executive Order 13132, Federalism
Executive Order 13132 (entitled

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

substantial direct compliance costs on
State and local governments and is not
required by statute) or the rule preempts
State law, unless the agency meets the
consultation and funding requirements
of section 6 of the Executive Order. This
'final rule does not have federalism
implications and does not impose
substantial direct compliance costs on
State and local governments nor
preempts State law within the meaning
ofthe Executive Order.

Paperwork Reduction Act
The information collection

requirements contained in this interim

REPORTING ANDRECORDKEEPING BURDEN

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

collections in this interim rule is
estimated as follows:

Informationcolleollon Total annual
hours

Number of Response
respondents frequency

(average)
Total annual
responses

Burden hours
per response

§578.5(a) Establishing the QqQ .•... :•.•.•.•.•...•.••..••••.••.•.•.•••••.
§ 578.5(b) Establishing the Board .
§578.7(a)(I) Hold CoO Meetings .
§578.7(a)(2) Invitationfor New Members .
§578.7(a)(4) Appoint committees .
§578.7(a)(5) Governance charter .
§678.7(a)(6) and (7) Monitorperformance and evaluation
§ 578.7(a)(8) Centralized or ooordinated assessment sys-
tem .

§ 578.7(a)(9) Written standards .
§576.7(b) Designate HMIS .
§ 576.9 Appllcath;mfor funds : .
§578.11(c) Develop CoO plan .
§ 578.21(0) Satisfying oondltlons .
§ 578.23 Executing grant agreements .
§578.35(b) Appeal-solo .
§578.35(c) Appeal-denled or decreased funding .
§ 678.35(d) App.eal-competlng OoC , .
§578.35(e) Appeal-Consolidated Plan certlflcallon .
§ 578.49(a)-Leaalng exceptions .
§ 578.65 HPC Standards ....................................•................
§ 578.75(a)(I) State and local requirements-appropriate
servloe provision .

§578.75(a)(I) State and local requirements-housing
codes .

§576.75(b) Housing quality standards' .
§ 576.76(b) Suitable dwelling size .
§578.75(0) Meals .
§ 578.75(e) Ongoing assessment of supportive services .
§578.75(f) Residential supervision .
§578.76(g) Participation ol.homeless Individuals .
§578.76(h) Supportive service agreements .
§578.77(a) Signed leases/ocoupanoy agreements .
§578.77(b) Calculating oooupanoy charpes •.•.•.••.•.•.••.•.....•.
§578.77(0) Calculating rent .
§578.81(a) Use restriction I••••••••••••••••••••••••••••••••••••••••••••••

§ 578.91(a) Termination of assistance .
§ 578.91(b) Due process for termination of assistance .
§578.95(d)-Confllct·of·lnterest exceptions .
§578.103(a)(3) Documenting homeleasness •.•.•.•.•..•.•..•.•.•.
§578.103(a)(4) Dooumentlng at risk of homelessness .
§578.103(a)(5) Documenting Imminent threat of harm .
§578.103(a)(7) Dooumentlng program partiolpant records
§ 578.103(a)(7) Documenting case management .
§578.103(a)(13) Documenting falth·based acllvlties .
§ 578.103(b) Confidentialityprocedures .
§578.105(a) GranVproj!lctchanges-UFAs .
§ 578.105(b) GranVprojectChanges-multiple project appli-
cants .

450 1
460 1
450 2
4JiO 1
4qO 2
450 1
450 4

450 1
450 1
450 1
450 1
450 1

8.000 1
8,000 1

10 1
15 1
10 1
5 1
5 1
20 1

7,000 1

20 1
72,800 2
72,800 2
70,720 1
8,000 1
6,600 3
11,500 ·1
3,000 100

104,000 2
1,840 200
2,000 200

20 1
400 1

4,500 1
10 1

300,000 1
10,000 1

200 1
350,000 6
8,000 12
8,000 1
11,500 1

20 2
800 1

450
450
900
450
900
450
450

450
450
450
460
450

8,000
8,000

10
15
10
5
5
20

7,000

20
145,600
145,600
70,720
8,000
19,800
11,500
30,000
208,000
368,000
400,000

20
400

4,500
10

300,000
10,000

200
2,100,000

96,000
8,000
11,500

40

800

8.0
5.0
4.0
1.0
0.5
7.0
9.0

8.0
5.0
10.0
180.0
9.0
4.0
1.0
4.0
1.0
5.0
2.0
1.5
10.0

0.5

3.0
1.0

0.08
0.5
1.6

0.75
1.0
0.6
1.0

0.75
0.75
0.5
4.00
3.0
3.0
0.25
0.25
0.5
0.25
1.0
1.0
1.0
2.0

2.0

3,600
2,250
3,600
450
450

3,150
4,050

3,600
2,250
4,600
81,000
4,050
32,000
8,000

40
15
50
10
7.5
200

3,500

60
145,600
11,648
35,360
12,000
14,850
11,500
15,000

208,000
276,000
300,000

10
1,600
13,500

30
75,000
2,500
100

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

80

1,600

Total . ..................... " .
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1,921,710.5
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In accordance with 5 CFR
1320.8(d)(1), HUD is soliciting
comments from members of the public
and affected agencies concerning this
collection of information to:
(1) Evaluate whether the proposed

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

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

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

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

submit comments regarding the
information collection requirements in
this rule. Comments must refer to the
proposal by name and docket number
(FR-5476-1-01) and be sent to: HUD
Desk Officer, Office of Management and
Budget, New Executive Office Building,
Washington, DG'~0503, Fax: (202) 395-
6947, and Reports Liaison Officer,
Office of the Assistant Secretary for
Community Planning and Development,
Department of Housing and Urban
Development, 451 Seventh Street SW"
Room 7233, Washington, DC 20410-
7000.
Interested persons may submit

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

List of Subjects in 24 CFR Part 578

Community facilities, Continuum of
Care, Emergency solutions grants, Grant
programs-housing and community
development, Grant program-social
programs, Homeless, Rural housing,
Reporting and record keeping
requirements, Supportive housing

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

in the preamble, HUD adds part 578 to
subchapter C of chapter V of subtitle B
of 24 CFR to read as follows:

PART 578-CONTINUUM OF CARE
PROGRAM

Subpart A~~eneral Provisions
Sec,
576.1 Purpose and scope,
570.3 Definitions.
Subpart B-Establ/shlng and Operating a
Continuum of Care .
570.5 Establishing the Continuum of Cere.
576.7 Responsibilities of the Continuum of

Care,
576.9 Preparing an application for funds,
578.11 Unified Funding Agency,
578,13 Remedial action.
Subpart C-Appl/oatlon and Grant Award
Process
578.15 Eligible applicants.
578,17 Overview ofapplioation and grant

award process.
576.19 Application process,
578,21 Awarding funds.
576.23 Executing grant agreements,
!l78.25 Site control,
676.27 Consolidated plan.
578.29 Subsidy layering,
578,31 Environmental review.
570.33 Renewals.
578,35 Appeal.
Subpart D-Program Components and
EligIble Costs
570,37 Program components and uses of

assistance.
578,39 Continuum of Cere planning

aotivitios.
678,41 Unified Funding Agenoy costs,
578.43 Acquisition,
576.45 Rehabilitation.
578.47 New construction.
678.49 Leasing,
578.51 Rental assistance,
570,53 Supportive services.
570,55 Operating costs, .
678.57 Homeless Management Information

System,
578,59 Project administrative costs,
578.61 Relocation costs,
578,63 Indirect costs.
Subpart E-Hlgh·Performlng Communities
570.65 Standards.
578.67 Publication of application,
578.69 Cooperation among entities,
578,71 HPC-eligiblo activities.
Subpart F-Program Requirements
578,73 Matching requirements,
578,75 General operations,
578,77 Calculating oocupancy charges and

rent.
570.79 Limitation on transitional housing,
578,81 Term of commitment, repayment of

grants, and prevention of undue benefits,
578.83 Displacement, relocation, and

,acquisition,
578,85 Timeliness standards,

, CAIT ACHMENT •.••.••••••.••••.•
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578.87 , Limitation on use of funds,
576,89 Limitation on use of grant funds to

serve persons defined as homeless under
other federal laws.

578.91 Termination of assistance Lo
program participants.

576.93 Fair Housing and Equal
Opportunity,

578.95 Conflicts of interest,
578.97 Program income.
578.99 Applicability of other federal

requirements,
Subpart G-Grant Administration
678.101 Technical assistance,
678.103 Recordkeeping requirements.
578.105 Grant and project changes.
678,107 Sanctions,
576.109 Closeout.
Authority: 42 U.S.C. 11371 et seq., 42

U,S.C, 3535(d),

SubpartA-General Provisions
§578.1 Purpose and scope.
(a) The Continuum of Care program is

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

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

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

utilization of mainstream programs by
homeless individuals and families; and
(4) Optimize self-sufficiency among

indivlduals and families experiencing
homelessness, '
§578.3 Definitions.
As used in this part:
Act means the McKinney· Vento

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

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

Applicant means an eligible applicant
that has been designated by the
Continuum of Care to apply for
assistance under this part on behalf of
that Continuum.
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At risk of homelessness. (1) An
individual or family who:
(I) Has an annual income below 30

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

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

conditions:
(A) Has moved because of economic

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

because of economic hatdshir;
(C) Has been notified in writing that

their right to occupy their current
housing or living situation will be
terminated within 21 days of the date of
application for assistance:
(D) Lives in a hotel or motel and the

cost of the hotel or motel stay is not.paid
by charitable organizations or by
federal, State, or local government
programs for low-Income individuals;

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

institution, or system of care (such as a
health-care facility, a mental health
facility, foster care or other youth
facility, or correction program or
institution); or
(G) otherwise lives in housing that

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

qualify as "homeless" under this
section, but qualifies as "homeless"
under section 387(3) of the Runaway
and Homeless Youth Act (42 U.S.C.
5732a(3)), section 637(11) of the Head
Start Act (42 U.S.C. 9832(11)), section
41403(6) of the Violence Against
Women Act of 1994 (42 U.S.C. 140436-
2(6)), section 330(h)(5)(A) of the Public
Health Service Act (42 U.S.C.
254b(h)(5)(A)), section3(m) of the Food
and Nutrition Act of 2008 (7 U.S.C.
2012(m)), or section 17(b)(15) ofthe
Child Nutrition Act of 1966 (42 U.S.C.
1786(b)(15)); or
(3) A child or youth who does not

qualify as "homeless" under this

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

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

C,hronioally homeless. (1) An
individual who:
(i) Is homeless and lives in a place not

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

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

.more of the following conditions:
substance use disorder, serious mental
illness, developmental disability (as
defined in section 102 of the
Developmental Disabilities Assistance

. Bill of Rights Act of 2000 (42 U.S.C.
15002»), post-traumatic stress disorder,
cognitive impairments resulting from
brain injury, or chronic physical illness
or disability;
(2) An individual who has been

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

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

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

Consolidated plan means the HUD-
approved plan developed in accordance
with 24 CFR 91.

Continuum of Care and Continuum
means the group organized to carry out
the responsibilities required under this
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part and that is composed of
representatives of organizations,
including nonprofit homeless providers,
victim service providers, faith-based
organizations, governments, businesses,
advocates, public housing agencies,
school districts, social service providers,
mental health agencies, hospitals,
universities, affordable housing
developers, law enforcement,
organizations that serve homeless and
formerly homeless veterans, and
homeless and formerly homeless
persons to the extent these groups are
represented within the geographic area
and are available to participate.

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

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

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

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

limitations in three or more ofthe
following areas of major life activity:
(A) Self-care;
(B) Receptive and expressive

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

a combination and sequence of special,
lnterdlsclplinary, or generic services,
individualized supports, or other forms
of assistance that are of lifelong 01'

extended duration and are individually
planned and coordinated.
(2) An individual from birth to age 9,

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

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

Bmergenoyehelier ie defined in 24
CFR part 576.

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

High-performing community (HPC)
means a Continuum of Care that meets
the standards in subpart E of this part
and has been designated as a high-
performing community by HOD.

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

networks, e.g., family, friends, and faith-
based 'or other social networks, to obtain
other permanent housing.

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

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

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

Permanent supportive housing means
permanent housing in which supportive
services are provided to assist homeless
persons with a disability to live
independently.
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Point-in-time eounr means a count of
sheltered and unsheltered homeless
persons carried out on one night in the
last 10 calendar days of January or at
such other time as required by HUD.

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

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

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

in the provision of assistance.
A private nonprofit organization does

not include governmental organizations,
such as public housing agencies.

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

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

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

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

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

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

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

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

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

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

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

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

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

Subpart B-Establlshlng and
Operating a Continuum of Care

§578.5 Establishing the Conllnuum of
Care.

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

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

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

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

shall have 2 years after August 30, 2012

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

§578.7 Responslbllllles of the eonnnuum
of Care.
(a) Operate the Continuum of Care.

The Continuum of Caremust:
(1)Hold meetings of the full

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

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

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

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

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

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

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

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

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

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

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

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

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

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

designated a high-performing
community, as described in subpart G of
this part, policies and procedures set
forth in 24 CFR 576.400(e)(3)(vi),
(e)(3)(vii), (e)(3)(viii), and (e)(3)(ix).
(b) Designating and operating an

HMIS. The Continuum of Care must:
(1)Designate a single Homeless

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

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

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

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

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

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

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

assessment;
(il) Shelter, housing, and supportive

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

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

a place not designed or ordinarily used
as a regular sleeping, accommodation for
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humans must be counted as unsheltered
homeless persons.
(ii) Persons living in emergency

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

by HUD by Notice.
(3) Conducting an annual gaps

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

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

government Emergency Solutions
Grants program recipients within the
Continuum's geographic area on the
plan for allocating Emergency Solutions
Grants program funds and reporting on
and evaluating the performance of
Emergency Solutions Grants program
recipients and subrecipients.

§578.9 Preparing an applloatlon for funds.
(a) The Continuum must:
(1) Design, operate, and follow a

collaborative process for the
development of applications and
approve the submission of applications
in response to a NOFA published by
HUD under §578.19 of thlasubparf
(2) Establish priorities for funding

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

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

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

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

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

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

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

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

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

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

demonstrates the ability to monitor
aubreciptents, and
(4) Such other criteria as HUD may

establish by NOFA. .
(c) Requirements. Hl.Ifr-designated

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

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

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

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

grant agreement amendments by the
Continuum of Care before submitting a
request for an amendment to HUD.

§678.13 Remedial acllon.
(a) IfHUD finds that the Continuum

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

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

collaborative applicant for the
Continuum's geographic ares: and
(3) Accepting applications from other

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

written notice to the Continuum and its

An ACHMENT .~.•.•p...~..~•..
PAGE .•.~.~..••. OF ••..!iI..PAG~S

collaborative applicant and give them
an opportunity to respond.

Subpart G-Appllcatlon and Grant
Award Process

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

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

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

not eligible to apply for grants or to be
subrecipients of grant funds.

§678,17 Overview of application and grant
award process.
(a) Formula. (1) After enactment of the

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

to determine PPRN established in
paragraph (a)(3) of this section, to the
amount of funds being made available
under the NOF A. That amount is
calculated by:
(i) Determining the total amount for

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

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

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

determined under paragraph (a)(2) of
this section by using the following
formula:
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(i) Two percent will be allocated
among the four insular areas (American
Samoa, Guam, the Commonwealth of
the Northern Marianas, and the Virgin
Islands) on the basis of the ratio of the
population of each insular area to the
population of all insular areas.

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

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

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

(b) Calculating a Continuum of Care's
maximum award amount. (1) Establish
the PPRN amount. First, HUD will total
the PPRN amounts for each
metropolitan city, urban county, other
county, and insular area claimed by the
Continuum as part of its geographic
area, excluding any counties applying
for or receiving funding from the Rural
Housing Stability Assistance program
under 24 CFR J?art 579.

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

(3) Establishing FPRN.The higber of
PPRN or renewal demand for the
Continuum of Care is the FPRN, which

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

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

§578.19 Application process.
(a) Notice of Funding Availability.

After enactment ofthe annual
appropriations act for the flscal year,
BUD will issue a NOFA in accordance
with the requirements of 24 CFR part 4.
(b) Applications. All applications to

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

§678.21 Awarding funds.
(a) Selection. BUD will review

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

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

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

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

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

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

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

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

will be required to sign a grant
agreement in which the recipient agrees:

(1) To ensure the operation ofthe
project(s) in accordance with the
provisions of the McKinney-Veto Act
and all requirements under 24 eFR part
578:
(2) To monitor and report the progress

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

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

subrecipients that:
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(i) Subrecipients will maintain the
confidentiality of records pertaining to
any individual or family that was
provided family violence prevention or
treatment services through the rroject;
(il) The address or location 0 any

family violence project assisted under
this part will not be made public, except
with written authorization of the person
responsible for the operation of such
project;
. (Iii) Subrecipients wlll establish
policies and practices that are consistent
with, and do not restrict, the exercise of
rights provided by subtitle B of titlo VII
of the Act and other laws relating to the
provision of.educational and related
services to individuals and families
experlencing homelessness; .
[ivlIn the case of projects that provide

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

employees are. not debarred or
suspended from doing business with the
Federal Government; and
(vi) Subrecipients will provide

information, such as data and reports, as
required by HUD; and
(5) To establish such fiscal control

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

and report on match to HUD;
(7) To take the educational needs of

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

annually;
(9) To use the centrallzed or

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

meets HUD's minimum requirements
and the victim service provider uses
that system instead;
(10 To follow the written standards

for providing Continuum of Care
assistance developed by the Continuum
of Care, including the minimum
req.uirements set forth in §578.7(a)(9);
(11) Enter into subrecipient

agreements requiring subreclpients to
operate the project(s) in accordance
with the provisions of this Act and all
requirements under 24 CFR part 578;
and
(12) To comply with such other terms

and conditions as HUD may establish by
NOFA.

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

be used for acquisition, rehabilitation,
new construction, operating costs, or to
provide supportive services, the
recipient or subreclpient must
demonstrate that it has site control
within the time frame established in
section § 678.21 before HUD will
execute a grant agreement. This
requirement does not apply to funds
used for housing that will eventually be
owned or controlled by the individuals '
or families served or for supportive
services provided at sites not operated
by the recipient or subrecipient.

(b) Evidence. Acceptable evidence of
site control is a deed or lease. If grant
funds will be used for acquisition,
acceptable evidence of site control will
be a purchase agreement. The owner,
lessee, and purchaser shown on these
documents must be the selected
applicant or intended subrecipient
identified in the application for
assistance.
(c) Tax credit projects. (1) Applicants

that plan to use the low-Income housing
tax' credit authorized under 26 U.S.C. 42
to finance a project must prove to HUD's
satisfaction that the applicant or
subrecipient identified in the
application is in control of the limited
partnership or limited liability
corporation that has a deed or lease for
the project site.
(iJ To have control of the limited

partnership, the applicant or
subrecipient must be the general partner
of the limited partnership or have a 61
percent controlling interest in that
general partner.
(ii) To have control of the limited

liability company, the applicant or
subrecipient must be the sole managing
membor.
(2) If grant funds are to be used for

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

§578.27 Consolidated plan.
(a) States or units of general 10001

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

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

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

§578.29 Subsidy layering.
HOD may provide assistance under

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

§578.31 Environmental review.
(a) Activities under this part are

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

project partners, and their contractors
may not acquire, rehabilitate, convert,
lease, repair, dispose of, demolish, or
construct property for a project under
this part, or commit or expend HUD or
local funds for such eligible activities
under this part, until HUD has
performed an environmental review
under Z4 CFR part 50 and tbe recipient
or subrecipient has received HUD
approval of the property.

§678.33 Renewals.'
(a) In general. Awards made under

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

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

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

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

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

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

under title IV of the Act, as in effect
before August 30, 2012 are eligible for
renewal in the Continuum of Care
program even if the awardees would not
be eligible for a new grant under the
program, so long as they continue to
serve the same population and the same
number of persons or units in the same
type of housing as identified in their
most recently amended grant agreement
signed before August 30, 2012. Grants
will be renewed if HUD receives a
certification from the Continuum that
there is a demonstrated need for the
project, and HUD finds that the project
complied with program requirements
applicable before August 30, 2012. For
purposes ofmeeting the requirements of
this part, a project will continue to be
administered in accordance with 24
CFR 582.330, if tho project received
funding under the Shelter Plus Care
program, or 24 CFR 583.325, if the
project received funding under the
Supportive Housing Program.

(2)Renewal of awards made after
August 80, 2012. Review criteria for
competitively awarded renewals made
after August 30, 2012 will be described
in tho NOFA.
(e) Unsuccessful projects. HUD may

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

condition. HUD may terminate the
renewal of any grant and require the
recipient to repay the renewal grant if:
(1) The recipient foils to timely

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

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

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

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

(2) Notice of intent to appeal. The
solo applicant must submit a written
notice of intent to appeal, with a copy
to the Continuum, with their funding
application.
(3) Deadline for submitting proof. No

later than 30 days after the date that
HUD announces the awards, the solo
applicant shall submit in writing, with
a copy to the Continuum, all relevant
evidence supporting Its claim, in such
manner as HUD may require by Notice.

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

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

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

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

(2) Decision. HUD will notify the
applicant of its decision on the appeal
within 60 days of HUD's receipt of the
written appeal. HUD will reverse a
decision only when the applicant can
show that HUD error caused tbe denial
or decrease.
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(3) Funding. Awards and increases to
awards made upon appeal will be made
from next available funds.
(d) Competing Continuums of Care.

(1) In general. !fmore than one
Continuum of Care claims the same
geographic area, HUDwill award funds
to the Continuum applicant(s) whose
application(s) has the highest total
score. No projects will be funded from
the lower scoring Continuum. No
projects that are submitted in two or
more competing Continuum of Care
applications will be funded;

(2) Who may appeal. The designated
applloantls) for the lower scoring
Continuum may appeal HUD's decision
to fund the application(s) from the
competing Continuum by filing a
written appeal, in such form and
manner as HUD may require by Notice,
within 46 days of the date ofHUD's
announcement ofthe award.

(3)Decision. HUDwill notify the
applicantls) of its decision on the appeal
within 60 days of ths date of HUD's
receipt of the written appeal. HUD will
reverse a decision only upon a showing
by the apr,licant that HUDerror caused
the denia . . .

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

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

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

(il) A copy of the jurisdiction'S
response stating the reasons for denial,
including the reasons the proposed
project is not consistent with the
jurisdiction's Consolidated Plan in
accordance with 24 CFR91.500(c); and

(iii) A statement of the reasons why
the applicant believes its project is
consistent with the jurisdiction'S
Consolidated Plan ..

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

decision within 45 days of the date of
HUD's receipt of the jurisdiction's

response. As part of Its review, HUD
will consider: .

(A)Whether the applicant submitted
the request to the appropriate political
jurisdiction; and

(E)The reasonableness of the
jurisdiction's refusal to provide the
certificate.

(ii) If the jurisdiction did not provide
written reasons for refusal, including
the reasons why the project is not
consistent with the jurisdiction's
Consolidated Plan in its initial response
to the applicant's request for a
certification, HUD will find for the
applicant without further inquiry or
response from the political jurisdiction.

Subpart D-Program Components and
Eligible Costs . .

§578.37 Program components and uses of
asslstanc~.

(a) Continuum of Care funds may be
used to pay for the eligible costs listed
in §678.39 through §678.63 when used
to establish and operate projects under
five program components: permanent
housing, transitional housing;
supportive services only; HMIS; and, in
some cases, homelessness prevention.
Although grant funds may be used by
recipients and subreclpients in all
components for the eligible costs of
contributing data to the HMIS
designated by the Continuum of Care,
only HMIS Leads may use grant funds
for an HMIS component. Administrative
costs are eligible for all components. All
components are subject to the
restrictions on combining funds for
certain eligible activities in a single
project found in §578.87(c). The eligible
program components are:

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

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

(il)Rapid rehousing. Continuum of
Care funds may provide supportive
services, as set forth in §678.53, and/or
short-term (up to 3 months) and/or
medium-term (for 3 to 24 months)
tenant-based rental assistance, as set
forth in §578.51(c), as necessary to help
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a homeless individual or family, with or
without disabilities, move as quickly as
possible into permanent housing and
achieve stability in that housing. When
providing short-term and/or medium-
term rental assistance to program
participants, the rental assistance is
subject to § 578.51(a)(1),but not
§578.51(a)(1)(i)and (il); (a)(2);(e) and
(f)through (i); and (1)(1).These projects:

(A)Must follow the written policies
and procedures established by the
Continuum of Care for determining and
prioritizing which eligible families and
individuals will receive rapid rehousing
assistance, as well as the amount or
percentage ofrent that each program
participant must pay.

(B)May set a maximum amount or
percentage of rental assistance that a
program participant may receive, a
maximum number of months that a
program participant may receive rental
assistance, and/or a maximum number
of times that a program participant may
receive rental assistance. The recipient
or subrecipient may also require
program participants to share in the
costs of rent. For the purposes of
calculating rent for rapid rehousing, the
rent shall equal the sum of the total
monthly rent for the unit and, if the
tenant pays separately for utilities, the
monthly allowance for utilities
(excluding telephone) established by the
public housing authority for the area in
which the housing is located.

(C)Limit rental assistance to no more
than 24 months to a household.

(D)May provide supportive services
for no longer than 6 months after rental
assistance stops.

(E)Must re-evaluate, not less than
once annually, that the program
participant lacks sufficient resources
and support networks necessary to
retain housing without Continuum of
Care assistance and the types and
amounts of assistance that the program
participant needs to retain housing. Tho
recipient or subrecipient may require
each program participant receiving
assistance to notify the recipient or
subreoiplent of changes in the program
participant's income or other
circumstances (e~g.,changes in
household composition) that affect the
program participant's need for
assistance. When notified of a relevant
change, the recipient or subrecipient
must reevaluate the program
participant's eligibility and the amount
and types of assistance that the program
participant needs.

(F)Require the program participant to
meet with a case manager not less than
once per month to assist the program
participant in ensuring long-term
housing stability. The project is exempt
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from this requirement if the Violence
Against Women Act of 1994 (42 U.S.C.
13925 ei seq.) or the Family Violence
Prevention and Services Act (42U.S.C.
10401 et seq.) prohibits the recipient
carrying out the project from making its
housing conditional on tho participant's
acceptance of services.

(2) Transitional Housing (TH).
Transitional housing facilitates the
movement of homeless individuals and
families to PH within 24 months of"
entering TH. Grant funds may be used
for acquisition, rehabilitation, new
construction, leasing, rental assistance,
operating costs, and supportive services,

(3) Supportive Service Only (8S0).
Funds may be used for acquisition,
rehabilitation, relocation costs, or
loosing of a facility from which
supportive services will be provided,
and supportive services in order to
provide supportive services to
unsheltered and sheltered homeless
persons for whom the recipient or
subreciplent is not providing housing or
housing assistance. SSO includes street
outreach.

(4) HMIS. Funds may be used by
HMISLeads to lease a structure in
which tho HMIS is operated or as
operating funds to operate a structure in
which the HMIS is operated, and for
other costs eligible in §578.57.

(5) Homelessness prevention, Funds
may be used by recipients in
Continuums of Care-designated high-
performing communities for housing
relocation and stabilization services,
and short- and/or medium-term rental
assistance, as described in 24 CFR
576.105 and 24 CFR576.106, that are
necessary to prevent an individual or
family from becoming homeless.
(b) Uses of assistance. Funds are

available to pay for tho eligible costs
listed in §578.39 through §578.63 when
used to:
(1)Establish new housing or new

facilities to provide supportive services;
(2) Expand existing housing and

facilities in order to increase the number
of homeless persons served;
(3)Bring existing housing and

facilities into compliance with State and
local government health and safety
standards, as described in §578.87;
(4)Preserve existing permanent

housing and facilities that provide
supportive services;
(5JProvide supportive services for

residents of supportive housing or for
homeless persons not residing in
supportive housing;
(6) Continue funding permanent

housing when the recipient has received
funding under this part for leasing,
supportive services, operating costs, or
rental assistance;

(7)Establish and operate an HMIS or
comparable database; and
(8)Establish and carry out ~ ,

Continuum of Care planning process
and operate a Continuum of Care.
(c)Multiple purposes. Structures used

to provide housing, supportive housing,
supportive services, or as a facility for
HMIS activities may also be used for
other purposes. However, assistance
under this part will be available only in
proportion to the use of the structure for
supportive housing or supportive
services. If eligible and ineligible
activities are carried out in separate
portions ofthe same structure or in
separate structures, grant funds may not
be used to pay for more than the actual
cost of acquisition, construction, or
rehabilitation ofthe portion ofthe
structure or structures used for eligible
activities. If eligible and ineligible
activities are carried out in the same
structure, the costs will be prorated
based on the amount of time that the
space is used for eligible versus
ineligible activities.
§578.39 Continuumof Careplanning
activities.
(a) In general. Collaborative

applicants may use up to 3 percent of
their FPRN, or a maximum amount to be
established by the NOFA, for costs of:
(1)Designing and carrying out a

collaborative process for the
development of an application to HUD;
(2) Evaluating the outcomes of

projects for which funds are awarded in
the geographic area under the
Continuum of Care and the Emergency
Solutions Grants programs; and
. (3) Participating in the consolidated
planes) for the geographic area(s).
(b) Continuum of Care planning

activities. Eligible planning costs
Include the costs of:
(1)Developing a communitywide or

regionwide process involving the
coordination of nonprofit homeless
providers, victim service providers,
faith-based organizations, governments,
businesses, advocates, public housing
agencies, school districts, social service
providers, mental health agencies,
hospitals; universities, affordable
housing developers, law enforcement,
organizations that serve veterans, and
homeless and formerly homeless
individuals;
(2) Determining the geographic area

that the Continuum of Care will serve;
(3)Developing a Continuum of Care

system;
(4) Evaluating the outcomes of

projects for which funds are awarded in
the geographic area, including the
Emergency Solutions Grants program;
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(5) Participating in the consolidated
plants) ofthe jurisdiction(s) in the
geographic area; and
(6) Preparing and submitting an

application to HUD on behalf of the
entire Continuum of Care membership,
including conducting a sheltered and
unsheltered point-in-time count and
other data collection as required by
HUD.
(c)Monitoring coste. The costs of

monitoring recipients and subreoipients
and enforcing compliance with program
requirements are eligible.
§678.41 Unified Funding Agency costs.
(a) In general. UFAs may use up to 3

percent of their FPRN, or a maximum
amount to be established by the NOFA,
whichever is less, for fiscal control and
accounting costs necessary to assure the
proper disbursal of, and accounting for,
federal funds awarded to subreolpienta
under the Continuum of Care program.
(b) UFA costs. UFA costs include

costs of ensuring that all financial
transactions carried out under the
Continuum of Care program are
conducted and records are maintained
in accordance with generally accepted
accounting principles, including
arranging for an annual survey, audit, or
evaluation of the financial records of
each project carried out by a
subrecipient funded by a grant received
through the Continuum of Care
program.
(c)Monitoring oosts, The costs of

monitoring subreciplents and enforcing
compliance with program requirements
are eligible for costs.
§678.43 Acquisition.
Grant funds may be used to pay up to

100 percent of the cost of acquisition of
real property selected by the recipient or
subrecipient for use in the provision of
housing or supportive services for
homeless persons.
§678.45 Rehabilitation.
(a) Use. Grant funds may be usod to

pay up to 100 percent of the cost a!
rehabilitation of structures to provide
housing or supportive services to
homeless persons.
(b)EligibJe costs. Eligible

rehabilitation costs include installing
cost-effective energy measures, and
bringing an existing structure to State
and local government health and safety
standards.
(c) Ineligible oosts. Grant funds may

not be used for rehabilitation of leased
property.
§578.47 Newconstruction.
(a) Use. Grant funds may be used to:
(1) Pay up to 100 percent of the cost

of new construction, Including the
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building of a new structure or building
an addition to an existing structure that
increases the floor area by 100 percent
or more, and the cost of land associated
'with that construction, for use as
housing.
(2) If grant funds are used for new

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

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

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

include the following: .
(i)A description of how leasing these

structures is in the best interest of the
program,
(li) Supporting documentation

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

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

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

(2) Leasing individual units. When
grants are used to pay rent for
individual housing units, the rent paid
must be reasonable in relation to rents
being cbarged for comparable units,
taking into account the location, size,

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

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

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

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

(6) Calculation of occupancy charges
and rent. Occupancy charges and rent
from program participants must be
calculated as provided in §678.77.
(7) Program income. Occupancy

charges ond rent collected from program
participants are program income and
may be used as provided under
§ 578.97.

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

for rental assistance for homeless
individuals and families. Rental
assistance cannot be provided to a
program participant who is already
receiving rental assistance, or living in
a housing unit receiving rental
assistance or operating assistance
through other federal, State, or local
sources.

(i) The rental assistance may be short-
term, up to 3 months of rent: medium-
term, for 3 to 24months of rent: or long-
term, for longer than 24 months of rent
and must be administered in accordance
with the policies and procedures
established by the Continuum as set
forth in §578.7(a)(9) and this section.
(ii) The rental assistance may be

tenant-based, project-based, or sponsor-
based, and may be for transitional or
permanent housing.
(2)Grant funds may be used for

security deposits in an amount not to
exceed 2 months of rent, An advance
payment of the last month's rent may be
provided to the landlord, in addition to
the security deposit and payment offirst
month's rent.

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

(c) Tenant-based rental assistance.
Tenant-based rental assistance is rental
assistance in which program
participants choose housing of an
appropriate size in which to reside.
When necessary to facilitate the
coordination of supportive services,
recipients and subrecipients may
require program participants to live in a
specific area for their entire period of
participation, or in a specific structure
for the first year and in a specific area
for the remainder of their period of
participation. Program participants who
are receiving rental assistance in
transitional housing may be required to
live in a specific structure for their
entire period of participation in
transitional housing.
(1)Up to 5 years worth of rental

assistance may be awarded to a project
in one competition.
(2)Program participants who have

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

complied with all program requirements
during their residence and who have
been a victim of domestic violence,
dating violence, sexual assault, or
stalking, and who reasonably believe
they are imminently threatened by harm
from further domestic violence, dating
violence, sexual assault, or stalking
(which would Include threats from a
third party, such as a friend or family
member of the perpetrator of the
violence), i£they remain in the assisted
unit, and are able to document the '
violence and basis for their belief, may
retain the rental assistance and move to
a different Continuum of Care
geographic area if they move out of the
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assisted unit to protect their health and
safety.
(d) Sponsor-based rental assistance.

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

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

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

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

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

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

assistance awarded may be spent in any
year of a 5-year grant term; or
(ii) A higher percentage if approved in

advance by HUD, if the recipient
provides evidence satisfactory to HUD
that it is financially committed to

providing the housing assistance
described in the application for the full
5-year period.
(3) A recipient must serve at least as

many program participants as shown in
its afPlication for assistance.
(4 If the amount in each grant

reserved for rental assistance over the
grant period exceeds the amount that
will be needed to pay the actual costs
of rental assistance, due to such factors
as contract rents being lower than FM~s
and program participants being able to
pay a portion of the rent, recipients or
subrecipients may use the excess funds
for covering the costs of rent increases,
or for serving a greater number of
program participants.
(iJ Vacancies. If a unit assisted under

this section is vacated before the
expiration of the lease, the assistance for
the unit may continue-for a maximum
of 30 days from the end of the month
in which the unit was vacated, unless
occupied by another eligible person. No
additional assistance will be paid until
the unit is occupied by another eligible,
person. Briefperiods of stays in
institutions, not to exceed 90 days for
each occurrence, are not considered
vacancies.

(j) Property damage. Recipients and
subreolplents may use grant funds in an
amount not to exceed one month's rent
to pay for any damage to housing due
to the action of a program partiolpant.
This shall be a one-time costper
participant, incurred at the time a
participant exits a housing unit.
(k)Resident rent. Rent must be

calculated as provided in §578.77.
Rents collected from program
participants are program income and
may be used as provided under
§ 578.97.
(I)Leases. (1) Initial lease. For project-

based, sponsor-based, or tenant-based
rental assistance, program participants
must enter into a lease agreement for a
term of at least one year, which is
terminable for cause. The leases must be
automatically renewable upon
expiration for terms that are a minimum
of one month long, except on prior
notice b,yeither party.

(2) Initial lease for transitional
housing. Program participants in
transitional housing must enter into a
lease agreement for a term of at least one
month. The lease must be automatically
renewable upon expiration, except on
prior notice by either party, up to a
maximum term of 24 months;
§57,8.63 Supportive services.
(a) In general. Grant funds may be

used to pay the eligible costs of
supportive services that address the
special needs of the program

, .. ' c.
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participants. !fthe supportive services
are provided in a supportive service
facility not contained in a housing
structure, the costs of day-to-day
operation of the supportive service
facility, including maintenance, repair,
building security, furniture, utilities,
and equipment are eligible as a
supportive service.
(1) Supportive services must be

necessary to assist program participants
obtain and maintain housing. '
(2)Recipients and subrecipients shall

conduct an annual assessment of the
service needs of the program
participants and should adjust services
accordingly.
(b)Duration. (1) For a transitional

housing project, supportive services
must be made available to residents
throughout the duration of their
residence in the project.
(2) Permanent supportive housing

projects must provide supportive
services for the residents to enable them
to live as independently as is
practicable throughout the duration of
their residence in the project.
(3) Services may also be provided to

former residents of transitional housing
and current residents of permanent
housing who were homeless in the prior
6 months, for no more than 6 months
after leaving transitional housing or
homelessness, respectively, to assist
their adjustment to independent living.
(4)Rapid rehousing projects must

require the program participant to meet
with a case manager not less than once
per month as set forth in
§578.37(a)(1)(ii)(F), to assist the
program participant in maintaining
long-term housing stability.
(c) Special populations. All eligible

costs are eligible to the same extent for
program participants who are
unaccompanied homeless youth;
persons living with HIV/AIDS; and
victims of domestio violence, dating
violence, sexual assault, or stalking.
(d) Ineligible costs, Any cost that is

not described as an eligible cost under
this section is not an eligible cost of
providing supportive services using
Continuum of Care program funds. Staff
training and the costs of obtaining
professional licenses or certifications
needed to provide supportive services
are not eligible costs.
(e) Eligible costs.
(1)Annual Assessment of Service

Needs. The costs of the assessment
required by § 578.53(a)(2) are eligible
costs.

(2)Assistanoe with moving costs.
Reasonable one-time moving costs are
eligible and include truck rental and
hiring a moving company.
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(3) Casemanagement. The costs of
assessing, arranginp' coordinating, and
monitoring the delivery of
individualized services to meet the
needs ofthe program participant(s) are
eligible costs. Component services and
activities consist of:
(I)Counseling;
(ii)Developing, securing, and

coordinating services;
(iii) Using the centralized or

coordinated assessment system as
required under §578.23(c)(9).
(iv)Obtaining federal, State, and local

benefits;
(v)Monitoring and evaluating

program participant progress;
(vi)Providing information and

referrals to other providers;
(vii) Providing ongoing risk

assessment and safety planning with,
victims of domestic violence, dating
violence, sexual assault, and stalking;
and
(viii) Developing an individualized

housing and service plan, including
planning a path to permanent housing
stability. '

(4) Child care. The costs of
establishing and operating child care,
and providing child-care vouchers, for
children from families experiencing
homelessness, including providing
meals and snacks, lind comprehensive
and coordinated developmental
activities, are eligible.
(i) The children must be under the age

of 13, unless they are disabled children.
(ii) Disabled children must be under

the age of 18.
(iii) The child-care center must be

licensed by the jurisdiction in which it
operates in order for its costs to be '
eligible. '

(5) Education services. The costs of
improving knowledge and basic
educational skills are eligible.
(i) Services Include instruelion or

training in consumer education, health
education, substance abuse prevention,
literacy, English as a Second Language,
and General Educational Development
(GED). '
(ii) Component services or activities

are screening, assessment and testing;
individual or group instruction;
tutoring; provision of books, supplies,
and instructional material; counseling;
and referral to community resources.

(6) Employment assistance and job
training. The costs of establishing and
operating employment assistance and
job training programs are eligible, .
including classroom, online and/or
computer instruction, on-the-job
instruction, services that assist
individuals in securing employment,
acquiring learning skills, and/or
increasing earning potential. The cost of

providing reasonable stipends to legal services provider and performs the
program participants in employment services itself, the eligible costs are the
assistance and job training programs is subrecipient's employees! salaries and
also an eligible cost. other costs necessary to perform the

(1) Learning skills include those skills services.
that can be used to secure and retain a (iv) Legal services for immigration
job, including the acquisition of and citizenship matters and issues
vocationallicensos and/or cortiflcates, related to mortgages and
(il) Services that assist individuals in homeownership are ineligible. Retainer

securing employment consist of: fee arrangements and contingency fee
(A)Employment screening, arrangements are ineligible.

assessment, or testing; (10) Life skills training. The costs of
(B)Structured job skills and job- teaching critical life management skills

seeking skills; that may never have been learned or
(C)Special training and tutoring, have been lost during the course of

including literacy training and pre- physical or mental illness, domestic
vocational training; violence, substance abuse, and
(D)Books and instructional material; homelessness are eligible. These
(E)Counseling or job coaching; and services must be necessary to assist the
(F)Referral to community resources. program participant to function
(7) Food. The cost of providing meals independently in the community.

or groceries to program participants is Component life skills training are the
eligible. budgeting of resources and money

(8) Housing search and counseling management, household management,
services. Costs of assisting eligible, conflict management, shopping for food
program participants to locate, obtain, and other needed items, nutrition, the
and retain suitable housing are eligible. use of public transportation, and parent
(i) Component services or activities training.

are tenant counseling; assisting
individuals and families to understand (11)Mental health services. Eligible
leases; securing utilities,' and making costs are the direct outpatient treatment

ofmental health conditions that aremoving arrangements. 1
(li) Other eligible costs are: provided by licensed professiona s.
(A)Mediation with property owners Component services are crisis

and landlords on behalf of eligible interventions; counseling; individual,
program participants: family, or group therapy sessions; the
(B)Credit counseling, accessing a free prescription of psychotropic

personal credit report, and resolving medications or explanations about the
personal credit issues; and use and management of medications;
(C)The payment of rental application and combinations of therapeutlc

fees. approaches to address multiple
(9) LegaJservices, Eligible costs are problems.

the fees charged by licensed attorneys (12) Outpatient health services.
and by person(s) under thssupervision Eligible costs are the direct outpatient
of licensed attorneys, for advice and treat~ent of ~edical cond~tions when
representation in matters that interfere provld~d by h.cense~ medical
with the homeless individual or family's ' pr~fesslO~~s Including: .
ability to obtain and retain housing. (1) Providing an an?irSlS or
(i) Eligible subject matters are child assessment Of an Individual's health

support; guardianship; paternity; problems and the development of a
emancipation: legal separation; orders of tre~~ent.plan; .
protection and other civil remedies for (n) Assisting Individuals to
victims of domestic violence, dating understand their health needs;
violence, sexual assault, and stalking; (iii) Providing directly or assisting
appeal of veterans and public benefit individuals to o~tain and utilize
claim denials; landlord tenant disputes; appropriate medical treatment;
and the resolution of outstanding (iv) Preventive medical care and
criminal warrants. health maintenance services, including
(il) Component services or activities in-home health services and emergency

may include receiving and preparing medical services;
cases for trial, provision of legal advice, (v) Provision of appropriate
representation at hearings, and medication;
counseling. (vi) Providing follow-up services; and
(iii) Fees based on the actual service (vii) Preventive and noncosmetlo

performed (l.e., fee for service) are also dental care.
eligible, but only if the cost would be (13) Outreaoh services. The costs of
less than the cost of hourly fees. Filing activities to engage persons for the
fees and other necessary court costs are purpose of providing immediate support
also eligible. If the subrecipient is a and intervention, as well as identifying
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potential program participants, are
eligible.
W Eligible costs include the outreach

worker's transportation costs and a cell
phone to be used by the individual
performing the outreach.
(ii) Component activities and services

consist of: initial assessment; crisis
counseling; addressing urgent physical
needs, such as providing meals,
blankets, clothes, or toiletries; actively
connecting and'provldlng people with
information and referrals to homeless
and mainstream programs; and
publicizing the availability of the
housing and/or services provided
within the geographic area covered by
the Continuum of Care.

(14) Substance abuse treatment
services. The costs of program
participant intake and assessment,
outpatient treatment, group and
individual counseling, and drug testing
are eligible. Inpatient detoxification and
other inpatient drug or alcohol
treatment are ineligible. ,

(15) Transportation. Eligible costs are:
(i) The costs of program participant's

travel on public transportation or in a
vehicle provided by the recipient or
subrecipient to and from medical care,
employment, child care, or other
services eligible under this section.
(li) Mileage allowance for service

workers to visit program participants .
and to carry out housing quality
insp,ections;
(Iii) The cost of purchasing or leasing

a vehicle in which staff transports
program participants and/or staff
serving program participants;
(iv) The cost of gas, insurance, taxes,

and maintenance for the vehicle;
(v) The costs of recipient or

subrecipient staff to accompany or assist
program participants to utilize public
transrortation; and
(vi If public transportation options

are not sufficient within the area, the
recipient may make a one-time payment
on behalf of a program participant
nooding car repairs or maintenance
required to operate a personal vehicle,
subject to the following:
(A) Payments for car repairs or

maintenance on behalf of the program
participant may not exceed 10 percent
of the Blue Book value of the vehicle
(Blue Book refers to the guidebook that
compiles and quotes prices for new and
used automobiles and other vehicles of
all makes, models, and types);
(B) Payments for car repairs or

maintenance must be paid by the
recipient or subrecipient directly to the
third party that repairs or maintains the
car: and
(C) The recipients or subreclpients

may require program participants to

share in the cost of car repairs or
maintenance as a condition of receiving
assistance with car repairs or
maintenance.

(16) Utility deposits. This form of
assistance consists of paying for utility
deposits. Utility deposits must be a one-
time fee, paid to utility companies.

(17)Direct provision of services. If the
service described in paragraphs (e)(1)
through (e)(16) of this section is being
directly delivered by the recipient or
subrecipient, eligible costs for those
services also include:
(I) The costs oflabor or supplies, and

materials incurred by the recipient or
subreclplent in directly providing
supportive services to program
participants; and
(if) The salary and benefit packages of

the recipient and subrecipient staff who
directly deliver the services.

§578.55 Operating costs.
(a) Use. Grant funds may be used to

pay the costs of the day-to-day operation
of transitional and permanent housing
in a single structure or individual
housing units.

(b) Eligible costs. (1) The maintenance
and repair of housing:
(2) Property taxes and insurance;
(3) Scheduled payments to a reserve

for replacement of major systems of tho
housing (provided that the payments
must be based on the useful life of the
system and expected replacement cost);
(4) Building security for a structure

where more than 50 percent of the units
or area is paid for with grant funds:
. (5) Electricity, gas, ana water:

(6) Furniture; and
(7) Equipment.
(c) Ineligible costs. Program funds

may not be used for rental assistance
and operating costs in the same project.
Program funds may not be used for the
operating costs of emergency shelter-
and supportive service-only facilities.
Program funds may not be used for the
maintenance and repair of housing
where the costs of maintaining and
repairing the housing are included in
the lease.

§578.57 Homeless Management
Information System.
(a) Eligible costs. (1) The recipient or

subrecipient may use Continuum of
Care program funds to pay the costs of
contributing data to the HMIS .
designated by the Continuum of Care,
including the costs of:
(i) Purchasing or leasing computer

hardware:
(ii) Purchasing software or software

licenses;
(iii) Purchasing or leasing equipment,

including telephones, fax machines, and
furniture;
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(iv) Obtaining technical support;
(v) Leasing office space;
(vi) Paying charges lor electricity, gas,

water, phone service, and high-speed
data transmission necessary to operate
or contribute data to the HMIS;
(vii) Paying salaries for operating

HMIS, including:
(A) Completing data entry;
(B) Monitoring and reviewing data

quality;
(C) Completing data analysis;
(D) Reporting to the HMIS Lead:
(E) Training staff on using the HMIS;

and
(F) Implementing and complying with

HMIS requirements;
(viii) Paying costs of staff to travel to

and attend HUD-sponsored and HUD-
approved training on HMIS and
programs authorized by Title IV of the
McKinney-Vento Homeless Assistance
Act;
(lx) Paying staff travel costs to

conduct intake; and
(x) Paying participation fees charged

by the HMIS Lead, as authorized by
HUD, !fthe recipient or subrecipient is
not the HMIS Lead. .
(2) If the recipient or subrecipient is

the HMIS Lead, it may also use
Continuurri of Care funds to pay the
costs of:

(1) Hosting and maintaining HMIS
software or data;
(li) Backing up, recovering, or

repairing HMIS software or data;
(iii) Upgrading, customizing, and

enhancing the HMIS; .
(iv) Integrating and warehousing data,

including development of a data
warehouse for use in aggregating data
from subrecipients using multiple
software systems;
(v) Administering the system;
(vi) Reporting to providers, the

Continuum of Care, and HUD; and
(vii) Conducting training on using the

system, including traveling to the
training.
(3) If the recipient or subrecipient is

a victim services provider, or a legal
services provider, it may use Continuum.
of Care funds to establish and operate a
comparable database that complies with
HUD's HMIS requirements.
(b) General restrictions. Activities

funded under this section must comply
with the HMIS requirements.

§578.59 Project admInIstrative costs.
(a) Eligible costs. The recipient or

subrecipient may use up to 10 percent
of any grant awarded under this part,
excluding the amount for Continuum of
Care Planning Activities and UFA costs,
for the payment of project
administrative costs related to the
planning and execution of Continuum
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of Care activities. This does not include
staff and overhead costs directly related
to carrying out activities eligible under
§578.43 through § 578.57, because those
costs are eligible as part ofthose
activities. Eligible administrative costs
include:

(1) General management, oversight,
and coordination. Costs of overall
program management, coordination,
monitoring, and evaluation. These costs
include, but are not limited to,
necessary expenditures for the
following:
(i) Salaries, wages, and related costs of

the recipient's staff, the staff of
subreclplents, or other staff engaged in
program administration. In charging
costs to this category, the recipient may
include the entire salary, wages, and
related costs allocable to the program of
each person whose primary
responsibilities with regard to the
program involve program
administration assignments, or the pro
rata share of the salary, wages, and .
related costs of each person whose job
includes any program administration
assignments. The recipient mal use
only one of these methods for each
fiscal year grant. Program .
administration assignments include the
following:
(A)Preparing program budgets and

schedules, and amendments to those
budgets and schedules;
(B)Developing systems for assuring

compliance with program requirements;
(C)Developing agreements with

subrecipients and contractors to carry
out program activities;
(D)Monitoring program activities for

progress and compliance with program
requirements;
(E)Preparing reports and other

documents directly related to the
program for submission to HlJD;
(F) Coordinating the resolution of

audit and monitoring findings;
(G)Evaluating program results against

stated objectives; and
(H)Managing or supervising persons

whose primary responsibilities with
regard to the program include such
assignments as those described in
paragraph (a)(l)(i)(A) through (G)of this
section.
(ii) Travel costs incurred for

monitoring of subrecipients:
(iii) Administrative services

performed under third-party contracts
or agreements, including general legal
services, accounting services, and audit
services; and
(iv) Other costs for goods and services

required for administration of the
program, including rental or purchase of
equipment, insurance, utilities, office

supplies, and rental and maintenance
(but not purchase) of office space.

(2) Training on Continuum of Care
requirements. Costs of providing
training on Continuum of Care
requirements and attending HUD-
sponsored Continuum of Care trainings.

(3)Environmental review. Costs of
carrying out the environmental review
responsibilities under § 578.31.

[b) Sharing requirement. (1) UFAs. If
the recipient is a UFA that carries out
a project, it may use up to 10 percent
ofthe grant amount awarded for the
project on project administrative costs.
The UFAmust share the remaining
project administrative funds with its
subrecipients ..

(2)Reoipients that are not UFAs. If the
recipient is not a UFA, it must share at
least 50 percent of project '
administrative funds with its
subrecipients.
§578.61 Relocation costs.
(a) In general. Relocation costs under

the Uniform Relocation Assistance and
Real Property Acquisition Policies Act
of 1970 are eligible.
(b)Eligible relocation costs. Eligible

costs are costs to provide relocation
payments and other assistance to
persons displaced by a project assisted
with grant funds in accordance witb
§578.83.
§578.63 IndIrect costs,
(a) In general. Continuum of Care

funds may be used to pay Indirect costs
in accordance with OMDCirculars A-87
or A-122, as applicable.
(b)Allocation, Indirect costs may be

allocated to each eligible activity as
provided in subpart D, so long as that
allocation is consistent with an indirect
cost rate proposal developed in
accordance with OMBCirculars A-87 or
A-122, as applicable.
(c)Expenditure limits. The indirect

costs charged to an activity subject to an
expenditure limit under §§578.39,
578.41, and 578.59 must be added to the
direct costs charged for that activity
when determining the total costs subject
to the expenditure limits.

Subpart E-Hlgh-Performlng
Communities

§678.66 Standards.
(a) In general. The collaborative

applicant for a Continuum may apply to
HUDto have the Continuum be
designated a high-performing
community (HPC).The designation
shall be for grants awarded in the same
competition in which the designation is
applied for and made.
[b)Applying for HPC designation. The

application must be submitted at such
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time and in such manner 6S HUDmay
require, must use HMIS data where
required to show the standards for
qualifying are met, and must contain
such information as HUD requires,
including at a minimum:
. (1) A report showing how the
Continuum of Care program funds
received in the preceding year were
expended;
(2) A specific plan for how grant

funds will be expended; and
(3) Information establishing that the

Continuum of Care meets the standards
forHPCs.

(0) Standards for qualifying as an
HPC.To qualify as an HPC, a
Continuum must demonstrato through:
(1)Reliable data generated by the

Continuum of Care's HMIS that it meets
all ofthe following standards:
(i) Mean length of homelessnese.

Either the mean length of episode of
homelessness within the Continuum's
geographic area is fewer than 20 days,
or the mean length of episodes of
homelessness for individuals or families
in similar circumstances was reduced
by at least 10 percent from the
preceding federal fiscal year.
(ii) Reduced recidivism. Of

individuals and families who leave
homelessnees, less than 5 percent
become homeless again at any time
within the next 2 years; or the
percentage of individuals and families
in similar circumstances who become
homeless again within 2 years after
leaving homelessness was decreased by
at least 20 percent from the preceding
federal fiscal year.
(iii) HMIS ooverage.The Continuum's

HMIS must have a bed coverage rate of
80 percent and a service volume
coverage rate of 80 percent as calculated
in accordance with HUD's HMIS
requirements.
(lv) Serving families and youth. With

respect to Continuums that served
homeless families and youth defined as
homeless under other federal statutes in
paragraph (3) ofthe definition of
homeless in §576.2:
(A) 95 percent of those families and

youth did not become homeless again
within a 2-year period following
termination of assistance; or
(D)85 percent of those families

achieved independent living in
permanent housing for at least 2 years
followin~ termination of assistance.
(2) Reliable data generated from

sources other than the Continuum's
HMIS thatis provided in a narrative or
other form prescribed by HUDthat it
meets both of the following standards:

(I) Community action. All the
metropolitan cities and counties within
the Continuum's geographic area have a
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comprehensive outreach plan, including
specific steps for identifying homeless
persons and referring them to
appropriate housing and services in that
geo~aphic area.
(h) Renewing HPGstatus. If the

Continuum was designated an HPC in
,the previous federal fiscal year and used
Continuum of Care grant funds for
activities described under §578.71, that
such activities were effective at
reducing the numberqf individuals and
families who became homeless in that
community.
§578.67 Publication of application.
HODwill publish the application to

be designated an HPC through the HOD
Web site, for public comment as to
whether the Continuum seeking
designation as an HPCmeets the
standards for being one,
§678.69 Cooperation among entllles.
An HPCmust cooperate with HOD in

distributing information about its
successful efforts to reduce
htimelessness.
§678.71 HPc-ellglble acllvilles.
In addition to using grant funds for

the eligible costs described in subpartD
of this part, recipients and subrecipients
in Continuums of Care designated as
HPCsmay also use grant funds to
provide housing relocation and
stabilization services and short- and/or
medium-term rental assistance to
individuals and families at risk of
homelessness as set forth in 24 CFR
576.103 and 24 CFR576.104, if
necessary to prevent the indiv.idual or
family from becoming homeless.
Activities must be carried out in
accordance with the plan submitted in
the application. When carrying out
housing relocation and stabilization
services and short- and/or medium-term
rental assistance, the written standards
set forth in §578.7(a)(9)(v) and
recordkeeping requirements of 24 CFR
576.500 apply.

Subpart F-Program Requirements

§678.73 Matching requlrements,
(a) In general. The recipient or

subrecipient must match all grant funds,
except for leasing funds, with no less
than 25 percent of funds or in-kind
contributions from other sources. For
Continuum of Care geographic areas in
which there is more than one grant
agreement, the 25 percent match must
be provided on a grant-by-grant basis.
Recipients that are UFABor are tho solo
recipient for their Continuum, may
provide match on a Continuum-wide
basis. Cash match must be used for the
costs of activities that are eligible under

subpart D of this part, except that HPCs
may use such match for the costs of
activities that are eligible under
§578.71.
(b)Cash sources. A recipient or

subrecipient may use funds from any
source, including any other federal
sources (excluding Continuum of Care
program funds), as well as State, local,
and private sources, provided that funds
from the source are not statutorily
prohibited to be used as a match. The
recipient must ensure that any funds
used to satisfy the matching
requirements of this section are eligible
under the laws governing the funds in
order to be used as matching funds for
a grant awarded under this progrlll}'l..
(c) In-kind contributions. (1)The

recipient or subrecipient may use the
value of any real property, equipment,
goods, or services contributed to the
project as match, provided that if the
recipient or subrecipient had to pay for
them with grant funds, the costs would
have been eligible under Subpart D, or,
in the case ofHPCs, eligible under
§578.71. .
(2)The requirements of 24 CFR 84,23

and 85.24 apply. .
(3)Before grant execution, services to

be provided by a third party must be
documented by a memorandum of
understanding (MOU)between the
recipient or subrecipient and the third
party that will provide the services.
Services provided by individuals must
be valued at rates consistent with those
ordinarily paid for similar work in the
recipient's or subreclplent's
organization. If the recipient or
aubreclpient does not have employees
performing similar work, the rates must
be consistent with those ordinarily paid
by other employers for similar work in
the same labor market.
(i) The MODmust establish the

unconditional commitment, except for
selection to receive a grant, by the third
party to provide the services, the
specific service to be provided,the
profession of the persons providing the
service, and the hourly cost of the
service to be provided,
(ii) During the torm of the grant, the

recipient or subrecipient must keep and
make available, for inspection, records
documenting the service hours
provided.
§578.75 Gansra! operations.

(a) State and local requirements. (1)
Housing and facilities constructed or
rehabilitated with assistance under this
part must meet State or local building
codes, and in the absence of State or
local building codes, the International
Residential Code or International
Building Code (as applicable to the type
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of structure) of the International Code
Council.
(2) Services provided with assistance

under this part must be provided in
compliance with all applicable State
and local requirements, including
licensing requirements.
(b) Housing quality standards.

Housing leased with Continuum of Care
program funds, or for which rental
assistance payments are made with
Continuum of Care program funds, must
meet the applicable housing quality
standards (HQB) under 24 CFR982.401
ofthis title, except that 24 CFR
982.401(j) applies only to housing
occupied by program participants
recoiving tenant-based rental assistance.
For housing rehabilitated with funds
under this part, the lead-based paint
requirements in 24 CFR part 35,
subparts A, B, J, and R apply. For
housing that receives project-based or
sponsor-based rental asslstencerze CFR
part 35, subparts A, B, H, and R apply.
For residential property for which funds
under this part ore usod for acquisition,
leasing, services, or operating costs, 24
CFRpart 35, subparts A, B, K, and R
apply.
ll) Before any assistance will be

provided on behalf of a program
participant, the recipient, or
subrecipient, must physically inspect
each unit to assure that the unit meets
HQB. Assistance will not be provided
for units that fail to meet HQS, unless
the ownor corrects any deficiencies
within 30 days from the date of the
initial Inspection and the recipient or
subrecipient verifies that all deficiencies
have been corrected.
(2)Recipients or subrecipients must

inspect all units at least annually during
the grant period to ensure that the units
continueto meet HQS.
(c) Suitable dwelling size. The

dwelling unit must have at least one
bedroom or living/sleeping room for
each two persons,
(1) Children of opposite sex, other

than very young children, may not be
required to occupy the same bedroom or
living/sleeping room.
(2)If household composition changes

during the term of assistance, recipients
and subrecipients may relocate tho
household to a more appropriately sized
unit. The household must still have
access to appropriate supportive
services.
(d)Meals. Each recipient and

subrecipient of assistance under this
part who provides supportive housing
for homeless persons with disabilities
must provide meals or meal preparation
facilities for residents.
(e) Ongoing assessment of supportive

services. To the extent practicable, each '
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project must provide supportive
services for residents of the project and
homeless persons using the project,
which may be dosigned by the recipient
or participants, Each recipient and
subrecipient of assistance under this
part must conduct an ongoing
assessment of the supportive services
needed by the residents of the project,
the availability of such services, and the
coordination of services needed to
ensure long-term housing stability and
must make adjustments, as appropriate.
(f)Residential supervision. Each '

recipient and subrecipient of assistance
under this part must provide residential
supervision as necessary to facilitate the
adequate provision of supportive
services to the residents of the housing
throughout the term of the commitment
to operate supportive housing.
Residential supervision may include the
employment of a full- or part-time
residential supervisor with sufficient
knowledge to provide or to supervise
the provision of supportive services to
the residents.

(g) Participation of homeless
individuals. (1)Each recipient and
subrecipient must provide for the
participation of not less than one
homeless individual or formerly
homeless individual on the board of
directors or other equivalent
policymaking entity of the recipient or
subrocipient, to the extent that such
entity considers and makes policies and
decisions regarding any project,
supportive services,or assistance
provided under this part. This
requirement is waived if a recipient or
subrecipient is unable to meet such
requirement and obtains HUD approval
for a plan to otherwise consult with
homeless or formerly homeless persons
when considering and making policies
and decisions.
(2)Each recipient and subrecipient of

assistance under this part must, to the
maximum extent practicable, involve
homeless individuals and families
through employment; volunteer
sorvices; or otherwise in constructing,
rehabilitating, maintaining, and
operating the project, and in providing
supportive services for the project.
(li) Supportive service agreement.

Recipients and subrecipients may
require the program participants to take
part in supportive services that are not .
disability-related services provided
through the project as a condition of
continued participation in the program.
Examples of disability-related services
include, but are not limited to, mental
health services, outpatient health
services, and provision of medication,
which are provided to a person with a
disability to address a condition caused

by the disability. Notwithstanding this
provision, if the purpose of the project
is to provide substance abuse treatment
services, recipients and subrecipients
may require program participants to
take part in such services as a condition
of continued participation in the
program.

(iJ Retention of assistanceafter death,
incarceration, or institutionalization for
more than 90 days of qualifying
member. For permanent supportive
housing projects surviving, members of
any household who were living in Iiunit
assisted under this part at the time of
the qualifying member's death, long-
term incarceration, or long-term
institutionalization, have the right to
rental assistance under this section until
the expiration of the lease in effect at
the time of the qualifying member's
.death, long-term incarceration, or long-
term institutionalization.
§578.77 Calculating occupancy c/1arges
lind rent.

(a) Occupanoy agreempnts and leases.
Recipients and subrecipients must have
signed occupancy agreements or leases
(or subleases) with program participants
residing in housing. '

(b) Caloulation of oooupancy chargee,
Recipients and subrecipients are not
required to impose occupancy charges
on program participants as a condition
ofresiding in the housing, However, if
occupancy charges are imposed, they
may not exceed the highest of:
(1) 30 percent of the family's monthly

adjusted income (adjustment factors
include the number of people in the
family, ,ageof family members, medical
expenses, and child-care expenses);
(2) 10 percont ofthe family's monthly'

income; or
(3)If the family is receiving payments

for welfare assistance from a public
agency and a part of the payments
(adjusted in accordance with the
family's actual housing costs) is
specifically designated by the agenoy to
meet the family's housing costs, the
portion of the payments that is
designated for housing costs.

(4) Income, Income must be
calculated in accordance with 24 CFR
5.609 and 24 CFR 5.611(a). Recipients
and subreciptents must examine a
program participant's income initially,
and ifthere is a change in family
composition (e.g., birth of a child) or a
decrease in the resident's income during
the year, the resident may request an
interim reexamination, and the
occupancy charge will be adjusted
accordingly. '

(c) Resident rent. (i) Amount of rent.
(i)Each program participant on whose
behalf rental assistance payments are
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made must pay a contribution toward
rent in accordance with section 3(a)(1)
of the U.S. Housing Act of 1937 (42
U.S.C. 1437a(a)(1)).
(ii)Income of program participants

must be calculated in accordance with
24 CFR5.609 and 24 CFR 5.611(a).

(2)Review. Recipients or
subrecipients must examine a program
participant's income initially, and at
least annually thereafter, to determine
the amount of the contribution toward
rent payable by the program participant.
Adjustments to a program participant's
contribution toward the rental payment
must be made as changes in income are
identified.

(3) Verification. As a condition of
participation in the program, each
program participant must agree to
supply the information or
documentation necessary to verify the
program participant's Income. Program
participants must provide the recipient
or subrecipient with information at any
time regarding changes in income or
other circumstances that may result in
changes to a program participant's
contribution toward the rental payment.

§678.79 Limitation on transilional
housing.
A homeless individual or family may

remain in transitional housing for a
period longer than 24 months, if
permanent housing for the individual or
family has not been located or if the
individual or family requires additional
time to prepare for independent living.
However, HODmay discontinue
assistance for a transitional housing
project if more than half of the homeless
individuals or families remain in that
project longer than 24 months.
§578.81 Term of oommltment, repayment
of grimts, and prevention of undue benefits.
(a) In general. All recipients and

subrecipients receiving grant funds for
acquisition, rehabilitation, or new
construction must operate the housing
or provide supportive services in
accordance with this part, for at least 15
years from the date of initial occupancy
or date of initial service provision.
Recipient and subrecipients must
execute and record a HUD-approved
Declaration ofRestriotive Covenants
before receiving payment of grant funds.
(b)Conversion. Recipients and

subrecipients carrying out a project that
provides transitional or permanent
housing or supportive services in a
structure may submit a request to HUD
to convert a project for the direct benefit
of very low-income persons. The request
must be made while the project is
operating as homeless housing or
supportive services for homeless
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individuals and families, must be in
writing, and must include an
explanation of why the project is no
longer needed to provide transitional or
permanent housing or supportive'
services. The primary factor in HUD's
decision on the proposed conversion is
the unmet need for transitional or
permanent housing or supportive
services in the Continuum of Care's
geographic area.

(c) Repayment of grant funds. If a
project is not operated as transitional or
permanent housing for 10 years
following the date of initial occupancy,
HUDwill require repayment of the
entire amount of the grant used for
acquisition, rehabilitation, or new
construction, unless conversion of the
project has been authorized under

. paragraph (b) of this section. If the
housing is used for such purposes for
more than 10 years, the payment
amount will be reduced by 20
percentage points for each year, beyond
the 10-year period in which the project
is used for transitional or permanent
housing.
(d) Prevention of undue benefits.

Except as provided under paragraph (e)
of this section, upon any sale or other
disposition of a project site that received
grant funds for acquisition,
rehabilitation, or new construction,
occurring before the 16-year period, the
recipient must comply with such terms
and conditions as HUDmay prescribe to
prevent the recipient or subrecipient
from unduly' benefiting from such sale
or disposition,
(e)Exception. Arecipient or

subrecipient will not be required to
comply with the terms and conditions
prescribed under paragraphs (c) and (d)
ofthis section if:
(1)The sale or disposition ofthe

property used for the project results in
the use of the property for the direct
benefit of very low-income persons; ,
(2) All the proceeds are used to

provide transitional or permanent
housing that meet the requirements of
thisrart;
(3 Project-based rental assistance or

operating cost assistance from any
federal program or an equivalent State
or local program is no longer made
available and the project is meeting
applicable performance standards,
provided that the portion of the project
that had benefitted from such assistance
continues to meet the tenant income
and rent restrictions for low-income
units under section 42(g) of the Internal
Revenue Code of 1986; or
(4) There are no individuals and

families in the Continuum of Care
geographic area who are homeless, in
which case the project may serve

individuals and families at risk of
homelessness.

§618.83 Displacement, relocation, and
acquisition.

(a) Minimizing displaoement.
Consistent with the other goals and
objectives ofthis part, recipients and
subrecipients must ensure that they
have taken all reasonable steps to
minimize the displacement of persons
(families, individuals, businesses,
nonprofit organizations, and farms) as a
result of projects assisted under this
part. "Project," as used in this section,
means any activity or series of activities
assisted with .Continuum of Care funds
received orantloipated in any phase of
an undertaking, .
(b) Temporary relocation. (1) Existing

Building Not Assisted under Title N of
the MoKinney-Vento Act. No tenant may
be required to relocate temporarily for a
project if the building in which the
project is being undertaken or will be
undertaken is not currently assisted
under Title IV ofthe McKinney-Vento
Act. The absence of such assistance to
·the building means the tenants are not
homeless and the tenants are therefore
not eligible·to receive assistance under
the Continuum of Care program. When
a tenant moves for such a project under
.conditions that cause the Uniform
Relocation Assistance and Real Property
Acquisition Policies Act of 1970 (URA),
42 U.S.C, 4601-4655, to apply, the
tenant must be treated as permanently
displaced and offered relocation
assistance and payments consistent with
paragraph (c) ofthis section.

(2) Existing Transitional Housing or
Permanent Housing Projects Assisted
Under Title N of the MoKinney-Vento
Act. Consistent with paragraph (c)(2)(ii)
of this section, no program participant
may be required to relocate temporarily
for a project if the person cannot be
offered a decent, safe, and sanitary unit
in the same building or complex upon
project completion under reasonable
terms and conditions. The length of
occupancy requirements in §678.79
may prevent a program participant from
returning to the property upon
completion (See paragraph (c)(2)(iii)(D)
of this section), Any program
participant who has been temporarily
relocated for a period beyond one year
must be treated as permanently
displaced and offered relocation
assistance and payments consistent with
paragraph (c) of this section. Program
participants temporarily relocated in
accordance with the policies described
in this paragraph must be provided:
(i) Reimbursement for all reasonable

out-of-pocket expenses incurred. in
connection.with the temporary
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relocation, including the cost of moving
to and from the temporarily occupied
housing and any increase in monthly
rent/occupancy charges and utility
costs; and
(li) Appropriate advisory services,

including reasonable advance written
notice of:
(A)The date and approximate

duration of the temporary relocation;
(B) The location of the suitable,

decent, safe, and sanitary dwelling to be
made available for the temporary
period;
(C)The reasonable terms and

conditions under which the program
participant will be able to occupy a
suitable, decent, safe, and sanitary
dwelling in the building or complex
upon completion of the project; and
(D)The provisions of paragraph

(b)(2)(i)of this section, .
(c) Relocation assistance for displaced

persons. (1) In general. A displaced
person (defined in paragraph (c)(2)of
this section) must be provided
relocation assistance in accordance with
the requirements of the URA and
implementing regulations at 49 CFR part
24. A displaced person must be advised
of his or her rights under the Fair
Housing Act. Whenever possible,
minority persons must be given
reasonable opportunities to relocate to
decent, safe, and sanitary replacement
dwellings, not located in an area of
minority concentration, that are within
their financial means. This policy,
however, does not require providing a
person a larger payment than is
necessary to enable a person to relocate
to a comparable replacement dwelling.
See 49 CFR24.205(c)(2)(ii)(D).

(2) Displaced person. (i) For the
purposes of paragraph (c) of this section,
the term "displaced person" means any
person (family, Individual, business,
nonprofit organization, or farm) that
moves from real property, or moves
personal property from real property,
permanently, as a direct result of
acquisition, rehabilitation, or
demolition for a project. This includes
any permanent, involuntary move for a
project, including any permanent move
from the real property that is made:
(A) After the owner (or person in

control of the site) issues a notice to
move permanently from the property, or
refuses to renew an expiring lease, if the
move occurs after the date of the
submission by the recipient or .
subrecipient of an application for
assistance to HUD (or the recipient, as
applicable) that is later approved and
funded and the recipient or subrecipient
has site control as evidenced in
accordance with §578.26(b); or
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(B) After the owner (or person in
control of the site) issues a notice to
move permanently from the property, or
refuses to renew an expiring lease, if the
move occurs after the date the recipient
or subrecipient obtains site control, as
evidenced in accordance with
§578.25(b), if that occurs after the
application for assistance; or
(C) Before the date described under

paragraph (c)(2)(i)(A) or (B) of this
section; if the recipient or HUD
determines that the displacement
resulted directly from acquisition,
rehabilitation, or demolition for the
project; or
(D) By a tenant of a building that is

not assisted under Title IV of the
McKinney-Vento Act, if the tenant.
moves after execution of the agreement
covering the acquisition, rehabilitation,
or demolition ofthe property for the
project; or
(Ii) For the purposes of paragraph (c)

oftbis section, the term "displaced
person" means any person (family,
individual, business, nonprofit
organization, or farm) that moves from
real property, or moves personal
property from real property,
permanently, as a direct result of
acquisition, rehabilitation, or
demolition for a project. This includes
any permanent, involuntary move for a
project that is made by a program
participant occupying transitional
housing or permanent housing assisted
under Title IV of the McKinney-Vento
Act, if anyone of the following three
situations occurs:
(A) The program participant moves

after execution of the agreement
covering the acquisition, rehabilitation,
or demolition ofthe property for the
project and is either not eligible to
return upon project completion or the
move occurs before the program
participant is provided written notice
offering the program participant an
opportunity to occupy a suitable,
decent, safe, and sanitary dwelling in
the same building or complex upon
project completion under reasonable
terms and conditions. Such reasonable
terms and conditions must include a
lease (or occupancy agreement, as
applicable) consistent with Continuum
of Care program requirements, including
a monthly rent or occupancy charge and
monthly utility costs that does not
exceed the maximum amounts
established in §678.77; or
(B) The program participant is

required to relocate temporarily, does
not return to the building or complex,
and anyone of the following situations
occurs:
(1) The program participant is not

offered payment for all reasonable out-

of-pocket expenses incurred in
connection with the temporary
relocation;

(2) The program participant is not
eligible to return to the building or
complex upon project completion; or

(3) Other conditions of the temporary
relocation are not reasonable; or
(C) The program participant is

required to move to another unit in the
same building or complex, and anyone
of the following situations occurs:

(1) The program participant is not
offered reimbursement for all reasonable
out-of-pocket expenses incurred in
connection with the move;
(2) The program participant is not

eligibleto remain in the building or
comflex upon project completion; or
(3 Other conditions of the move are

not reasonable.
(iii) Notwithstanding the provisions of

paragraph (c)(2)(I) or (iI) of this section,
a person does not qualify as a
"displaced person" if: '
(A) The person has been evicted for

serious or repeated violation of the
terms and conditions of the lease or
occupancy agreement; the eviction
complied with applicable federal, State,
or locnl requirements (see §578.91); and
the recipient or subrecipient determines
that the eviction was not undertaken for
the purpose of evading the obligation to
provide relocation assistance;
(B) The person moved into the

property after the submission of the
application but, before signing a lease or
occupancy agreement and commencing
occupancy, was provided written notice
of the project's possible impact on the
person (e.g., the person may be
displaced, temporarily relocated, or
incur a rent increase) and the fact that
the person would not qualify as a
"displaced person" (or for any
relocation assistance provided under
this section), as a result of the project;
(C) The person is ineligible under 49

CFR 24.2(a)(9)(1I));
(D) The person is a program

participant occupying transitional
housing or permanent housing assisted
under Title IV of the Act who must
move as a direct result of the length-of.
occupancy restriction under §578.79; or
(E) HUD determines that the person

was not displaced as a directresult of
acquisition, rehabilitation, or
demolition for the project.
(iv) The recipiont may request, at any

time, HUD's determination of whether a
displacement is or would be covered
under this section.

(3) Initiation oj negotloilone; For
purposes of determining the formula for
computing replacement housing
payment assistance to be provided to a
displaced person pursuant to this

c .ATTACHMENT ..•.••••..•.••....
PAGE •••~Q.... OF ••••'11...PAGES

section, ifthe displacement is a direct
result of privately undertaken
rehabilitation, demolition, or
acquisition of the real property,
"initiation of negotiations" means the
execution of the agreement between the
recipient and the subrecipient, or
between the recipient (or subrecipient,
as applicable) and the person owning or
controlling the property. In the case of
an option contract to acquire property,
the initiation of negotiations docs not
become effective until execution of a
written agreement that creates a legally
enforceable commitment to proceed
with the purchase, such as a purchase
agreement.
(d) Real property acquisition

requirements. Except for acquisitions
described in 49 CFR Z4.101(b)(1)
through (5), the ORA and the
requirements of 49 CFR part 24, subpart
B apply to any acquisition of real
property for a project where there are
Continuum of Care funds in any part of
the project costs.
(e) Appeals. A person who disagrees

with the recipient's (or subreoipiont's, if
applicable) determination concerning
whether the person qualifies as a
displaced person, or the amount of
relocation assistance for which the
person is eligible, may file a written
appeal of that determination with the
recipiont (see 49 CPR 24.10). A low-
income person who is dissatisfied with
the recipient's dotermination on his or
her appeal may submit a written request
for review of that determination to the
local HUD field office.

§578.85 Timeliness standards.
(a) In general. Recipients must initiate

approved activities and projects
promptly.
(b) Construction activities. Recipients

of funds for rehabilitation or new
construction must meet the following
standards: '
(1) Construction activities must begin

within 9 months of the later of signing'
of the grant agreement or of signing an
addendum to the grant agreement
authorizing use of grant funds for the
project.
(2) Construction activities must be

completed within 24 months of signing
the grant agreement.
(3) Activities that cannot begin until

after construction activities are
completed must begin within 3 months
of the date that construction activities
are completed.
(c) Distribution. A recipient that

receives funds through this part must:
(1) Distribute the funds to

subrecipients (in advance of
expenditures by the subreclpients);
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(2)Distribute the appropriate portion
of the funds to a subreniplent no later
than 45 days after receiving an
approvable request for such distribution
from the subrectpient, and
(3) Draw down funds at loast once per

quarter of the program year, after
oligiblo activities commence,

§578.87 Limitation on USBof funds.
(a) Maintenance of effort. No

assistance provided under this part (or
any State or local government funds
used to supplement this assistance) may
be-used to replace State or local funds
previously used, or designated for use,
to assist homeless persons.

(b) Faith-based activities, (1) Equal
treatment of program panioipanis and
program benefioiarles. (i) Program
patticiponis. Organizations.that are
religious or faith-based are eligible, on
the same basis as any other
organization, to participate in the
Continuum of Care program. Neither the
Federal Government nor a Stato or local
government receiving funds under tho
Continuum of Care program shall
discriminate against an organization on
tho basis of the organization's religious
character or affiliation. Recipients and
subreclpients of program funds shall
not, in providing program assistance,
discriminate against a program
participant or prospective program
participant on the basis of religion Or
religious belief.
(ii) Benefioiaries. In providing

services supported in whole or in part
with federal financial assistance, and in
their- outreach activities related to such
services, program participants shall not
discriminate against current or
prospective program beneficiaries on
the basis of religion, a religious belief,
a refusal to hold a religious belief, or a
refusal to attend or participate in a
religious practice.
(2) Separation. of explioitly reJigious

aotivities. Recipients and subrecipients
of Continuum of Care funds that engage
in explicitly religious activities,
including activities that involve overt
religious content such as worship,
religious instruction, or proselytization,
must perform such activities and offer
such services outside of programs that
are supported with federal financial
assistance separately, in time or
location, from the programs or services
funded under this part, and
participation in any such explicitly
religious activities must be voluntary for
the program beneficiaries of the HUD·
funded programs or services.

(3) Religious identity. A faith-based
organization that is a recipient or
subrecipient of Continuum of Care
program funds is eligible to use such

funds as provided under the regulations
of this part without impairing its
independence, autonomy, expression of
religious beliefs, or religious character.
Such organization will retain its
independence from federal, State, and
local government, and may continue to
carry out its mission, including the
definition, development, practice, and
expression of its religious beliefs,
provided that It does not use direct
program funds to support or engage in
any explicitly religious activities,
including activities that involve overt
religious content, such as worship,
religious instruction, or proselytization,
or any manner prohibited by law.
Among other things, faith-based
organizations may use space in their
facilities to provide program-funded
services, without removing or altering
religious art, icons, scriptures, or other
religious symbols. In addition, a
Continuum of Care program-funded
religious organization retains its
authority over its internal governance,
and it may retain religious terms in its
organization's name, select its board
members on a religious basis, and
include religious references in its
organization's mission statements and
other governing documents.

(4) Alternative provider. If a program
participant or prospective program
participant of the Continuum of Care
program supported by HUD objects to
the religious character of an
organization that provides services
under the program, that organization
shall, within a reasonably prompt time
after the objection, undertake reasonable
efforts to identify and refer the program
participant to an alternative provider to
which the prospective program
participant has no objection. Except for
services provided by telephone, the
Internet, or similar means, the referral
must be to an alternate provider in
reasonable geographic proximity to the
organization making the referral. In
making the referral, the organization
shall comply with applicable privacy
laws and regulations. Recipients and
subrecipients shall document any
objections from program participants
and prospective program participants
and any efforts to refer such participants
to alternative providers in accordance
with the requirements of
§578;103(a)(13). Recipients shall ensure
that all subrecipient agreements make
organizations receiving' program funds .
aware ofthese requirements.

(5) Sttuctures, Program funds may not
be used for the acquisition,
construction, or rehabilitation of
structures to the extent that those
structures are used for explicitly
religious activities. Program funds may
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definition of homeless in §576.2. To
demonstrate that it is of equal or greater
priority, applicants must show that it is
equally or more cost effective in meeting
the overall goals and objectives of the
plan submitted under section
427(b)(1)(B)of the Act, especially with
respect to children and unaccompanied
youth.
(b)Limit. No more than 10 percent of

the funds awarded to recipients within
a single Continuum of Care's geographic
area may be used to serve such persons.
(c)Bxaeptioti. The 10 percent

limitation does not apply to
Continuums in which the rate of
homelessness, as calculated in the most
recent point-in-time count, is less than
one-tenth of one percent of the total
population.
§678.91 Termination of assistance to
program participants.

(a) Termination of assistance. The
recipient or subreciplent may terminate
assistance to a program participant who
violates program requirements or
conditions of occupancy. Termination
under this section does not bar the
recipient or subreclpient from providing
further assistance at a later date to the
same individual or family.
(b)Due process. In terminating

assistance to a program participant, the
recipient or subrecipient must provide a
formal process that recognizes the rights
of individuals receiving assistance
under the due process of law. This
process, at a minimum, must consist of:
(1)Providing the program participant

with a written copy of the program rules
and the termination process before the
participant begins to receive assistance;
(2)Written notice to the program

participant containing a clear statement
of the reasons for termination;
(3)A review of the decision, in which

the program participant is given the
opportunity to present written or oral
objections before a person other than the
person (or a subordinate ofthat person)
who made or approved the termination
decision; and
(4)Prompt written notice of the final

decision to the program participant.
(c) Hard-to-house populations.

Recipients and subrecipients that are
providing permanent supportive
housing for hard-to-house populations
of homeloss porsons must exercise
judgment and examine all extenuating
circumstances in determining when
violations are serious enough to warrant
termination so that a program
participant's assistance is terminated
only in the most severe cases.

§578.93 Fair Housing and Equal
Opportunity. '
(a) Nondiscrimination and equal

opportunity requirements. The
nondiscrimination and equal
opportunity requirements set forth in 24
CFR5.105(a) are applicable.

(b) Housing for specifio
subpopulations. Recipients and
subrecipients may exclusively serve a
particuler homeless subpopulation in
transitional or permanent housing if the
housing addresses a need identified by
the Continuum of Care for the
geographic area and meets one of the
following: '
(1)The housing may be limited to one

sex where such housing consists of a
single structure with shared bedrooms
or bathing facilities such that the
considerations of personal privacy and
the physicallimitatlons of the
configuration of the housing make it
appropriate for the housing to be limited
to one sex;
(2)The housing may be limited to a

specific subpopulation, so long as
admission does not discriminate against
any protected class under federal
nondiscrimination laws in 24 CFR5.105
(e.g., the housing may be limited to
homeless veterans, victims of domestic
violence and their children, or
chronically homeless persons and
families).
(3) The housing may be limited to

families with children.
(4) If the housing has in residence at

least one family with a child under the
age of 18, the housing may exclude
registered sex offenders and persons
with a criminal record that includes a
violent crime from the project so long as
the child resides in the housing.
(5) Sober housing may exclude

persons who refuse to sign an
occupancy agreement or lease that
prohibits program participants from
possessing, using, or being under the
influence of illegal substancos and/or
alcohol on the premises.
(6) If the housing is assisted with

funds under a federal program that is
limited by federal statute or Executive
Order to a specific subpopulation, the
housing maybe limited to that
subpopulation (e.g., housing also
assisted with funding from the Housing
Opportunities for Persons with AIDS
program under 24 CFRpart 574 may be
limited to persons with acquired
immunodeficiency syndrome or related
diseases).
(7)Recipients may limit admission to

or provide a preference for the housing
to subpopulations of homeless persons
and families who need the specialized
supportive services that are provided in
the housing (e.g., substance abuse
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addiction treatment, domestic violence
services, or a high intensity package
designed to meet the needs of hard-to-
reach homeless persons). While the
housing may offer services for a
particular type of disability, no
otherwise. eligible individuals with
disabilities or families inoluding an
individual with a disability, who may
benefit from the services provided may
be excluded on the grounds that they do
not have a particular disability.

(e) Affirmatively furthering/air
housing. A recipient must implement its
programs in a manner that affirmatively
furthers fair housing, which means that
the recipient must:
(1)Affirmatively market their housing

and supportive services to eligible
persons regardless of race, color,
national origin, religion, sex, age,
familial status, or handicap who are
least likely to apply in the absence of
special outreach, arid maintain records
of those marketin~ activities;
(2)Where a recipient encounters a

condition or action that impedes fair
housing choice for current or
prospective program participants,
provide such information to the
jurisdiction that provided the
certification of consistency with the
Consolidated Plan; and
(3)Provide program participants with

information on rights and remedies
available under applicable federal, State
and local fair housing and civil rights
laws.

(d) Aoceesibiiity and integrative
housing and services for persons with
disabilities. Recipients and
subrecipients must comply with the
accessibility requirements of the Fair
Housing Act (24 CFRpart 100), Section
504 of the Rehabilitation Act of 1973 (24
CFRpart 8), and Titles IT and III of the
Americans with Disabilities Act, as
applicable (28 CFRparts 35 and 36). In
accordance with the requirements of 24
eFR 8.4(d), recipients must ensure that
their program's housing and supportive
services are provided in the most
integrated setting appropriate to the
needs of persons with disabilities.

(e) Prohibition against involuntary
famjly separation. The age and gender
of a child under age 18 must not be used
as a basis fO!: denying any family's
admission to a project that receives
funds under this part.
§678.96 Conflicts of Interest.
(a)Proourement. For the procurement

of property (goods, supplies, or
equipment) and services, the recipient
and its subreclplents must comply with
the codes of conduct and conflict-of-
interest requirements under 24 CFR
85.36 (for governments) and 24 CFR
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84.42 (for private nonprofit
organizations).
[b) Continuum of Care board

members. No Continuum of Care board
member may participate in or influence
discussions or resulting decisions
concerning the award of a grant or other
financial benefits to the organization
that the 'member represents.

(c) Organizational conflict. An
organizational conflict of interest arises
when, because of activities or
relationships with other persons or
organizations, the recipient or
subrecipient is unable or potentially
unable to render impartial assistance in
the provision of any type or amount of
assistance under this part, or when a '
covered person's, as in p'aragraph (d)(1)
of this section, objectivity in performing
work with respect to any activity
assisted under this part is or might be
otherwise impaired. Such an
organizatlorial conflict would arise
when a board member of an applicant
participates in decision ofthe applicant
concerning the award of a grant, or
provision of other financial benefits, to
the organization that such member
represents. It would also arise when an
employee of a recipient or subrecipient
participates in making rent
rsaaonableness determinations under
§578.49(b)(2) and §578.51(g) and
housing quality inspections of property
under §578.75(b) that the recipient,
subrecipient, or related entity owns.
(d) Other oonfllots, For all other

transactions and activities, the following
restrictions apply:
(1) No covered person, meaning a

person who is an employee, agent,
consultant, officer, or elected or
appointed official of the recipient or its
subrecipients and who exercises or has
exercised any functions or
responsibilities with respect to activities
assisted under this part, or who is in a
position to participate in a decision-
making process or gain inside
information with regard to activities
assisted under this part, may obtain a
financial interest or benefit from an
assisted activity, have a financial
interest in any contract, subcontract, or
agreement with respect to an assisted
activity, or have a financial interest in
the proceeds derived from an assisted
activity, either for him or herself or for
those with whom he or she has
immediate family or business ties,
during his or her tenure or during the
one-year period following his or her
tenure .
. (2) Exceptions. Upon the written
request of the recipient, HUD may grant
an exception to the provisions of this
section on a case-by- case basis, taking
into account the cumulative effects of

the criteria in paragraph (d)(2)(ii) of this
section, provided that the recipient has
satisfactorily met the threshold
requirements of paragraph (d)(2)(ii) of
this section.
(i) Threshold requirements. HUD will

consider an exception only after the
recipient has provided the following
documentation:
(A) Disclosure of the nature of the

conflict, accompanied by a written
assurance, if the recipient is a
government, that there has been public
disclosure of the conflict and a
description of how the public disclosure
was made; and if the recipient is a
private nonprofit organization, that the
conflict has been disclosed in
accordance with their written code of
conduct or other conflict-of-interest
policy; and

(E) An opinion ofthe recipient's
attorney that the interest for which the
exception is sought would not violate
State or local law, or if the subrecipient
is a private nonprofit organization, the
exception would not violate the
organization's internal policies.
(if) Factors to be considered for

exceptions. In determining whether to
grant a requested exception after the
recipient has satisfactorily met the
threshold requirements under paragraph
(c)(3)(i) of this section, HUD must
conclude that the exception will serve
to further the purposes ofthe
Continuum of Care program and the
effective and efficient administration of
the recipient's or subreolplent's project,
taking into account the cumulative
effect ofthe following factors, as
applicable:
tA) Whether the exception would

provide a significant cost benefit or an
essential degree of expertise to the
program or project that would otherwise
not be available;
(E) Whether an opportunity was

provided for open competitive bidding
or negotiation;
(C) Whether the affected person has

withdrawn from his or her functions,
responsibilities, or the decision-making
prooess with respect to the specific
activity in question;
(D) Whether the interest or benefit

was present before the affected person
was in the position described in
paragraph (c)( 1) of this section;

(E) Whether undue hardship will
result to the recipient, the subrecipient,
or the person affected, when weighed
against the public interest served by
avoiding the prohibited conflict;
(F) Whether the person affected is a

member of a group or class of persons
intended to-be the beneficiaries of the
assisted activity, and the exception will
permit such person to receive generally
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the same interests or benefits as are
being made available or provided to the
grouf or class; and
(G Any other relevant considerations.

§678.97 Program Income.
(a) Defined. Program income is the

income received by the recipient or
subreeiplent directly generated by a
grant-supported activity.

(b) Use.Program income earned
during the grant term shall be retained
by the recipient, and added to funds
committed to the project by HUD and
the recipient, used for eligible activities
in accordance with the requirements of
this part. Costs incident to the
generation of program income may be
deducted from gross income to calculate
program income, provided that the costs
have not been charged to grant funds.

(c) Rent and occupanoy charges.
Rents and occupancy charges collected
from program participants ere program
income. In addition, rents and
occupancy charges collected from
residents of transitional housing may be
reserved, in whole or in part, to assist
the residents from whom they are
collected to move to permanent
housing.

§578.99 Applicability of other federal
requlremente.
In addition to the requirements set

forth in 24 CFR part 5, use of assistance
provided under this part must comply
with the following federal requirements:
(a) Environmental review. Aotivities

under this part are subject to
environmental review by HUD under 24
CFR part 50 as noted in §578.31.
(b) Section 6002 of the Solid Waste

Disposal Act. State agencies and
agencies of a political subdivision of a
state that are using assistance under this
part for procurement, and any person
oontractlng with such an agency with
respect to work performed under an
assisted contract, must comply with the
requirements of Section 6003 of the
Solid Waste Disposal Act, as amended
by the Resource Conservation and
Recovery Act. In accordance with
Section 6002, these agencies and
persons must:
(1) Procure items designated in

guidelines of the Environmental
Protection Agenoy (EPA) at 40 CFR part
247 that contain the highest percentage
of recovered materials practicable,
consistent with maintaining a '
satisfactory level of competition, where
the purchase price of the item exceeds
$10,000 or the value of the quantity
acquired in the preceding fiscal year
exceeded $10,000;
(2) Procure solid waste management

services in a manner that maximizes
energy and resource recovery; and
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(3)Must have established an
affirmative procurement program for the
procurement of recovered materials
identified in the EPA guidelines.

(e) Transpurenoy Act Reporting.
Section 872 of the Duncan Hunter
Defense Appropriations Act of 2009,
and additional requirements published
by the Office of Management and
Budget (OMB),requires recipients to
report subawards made either as pass-
through awards, subrecipient awards, or
vendor awards in the Federal
Government Web site www.fsrs.gov or
its successor system. The reporting of
award and subaward Information is in
accordance with the requirements of the
Federal Financial Assistance
Accountability and Transparency Act of
2006, as amended by section 6202 of
Public Law 110-252 and in OMBPolicy
Guidance issued to the federal agencies
on September 14, 2010 (75 FR 55669).

(d) The Coastal Barrier Resources Act
of 198.2(16 U.S.C; 3501 ot seq.) may
apply to proposals under this part,
depending on the assistance requested.

(e) Applicability ofOMB Circulars,
The requirements of 24 CFRpart 85-
Administrative Requirements for Grants
and Cooperative Agreements to State,
Local, and Federally Recognized Indian
Tribal Governments and 2 CFRpart
225-Cost Prinaiples for State, Local
and Indian Tribal Governments (OMB
Circular A-87)-apply to governmental
recipients and subreclplents except
where inconsistent with the provisions
of this part. The requirements of 24 CFR
part 84-Uniform Administrative
Requirements for Grants and
Agreements with Institutions of Higher
Education, Hospitals, and Other Non-
Profit Organizations; 2 CFRpart 230-
Cost Prlnoiples for Non-Profit
Organizations (OMBCircular A-122);
and 2 CFRpart 220-Cost Principles for
Education Institutions apply to the
nonprofit recipients and subrecipients,
except where inconsistent with the
provisions of the McKinney-Vento Act
or this part.

(f) Lead-based paint. The Lead-Based
Paint Poisoning Prevention Act (42
U.S.C. 4821-4846), the Residential
Lead-Based Paint Hazard Reduction Act
of 1992 (42 U.S.C. 4851-4856), and
implementing regulations at 24 CFRpart
35, subparts A, B,H, J, K, M, and R
apply to activities under this program.
19)Audit. Recipients and

subrecipients must comply with the
audit requirements of OMBCircular A-
133, "Audits of States, Local
Governments, and Non-profit
Organizations ."

(h) Davis-Bacon Aot. The provisions
of the Davis-Bacon Act do not apply to
this program.

(i) Section 3 of the Housing and
UrbanDevelopment Act. Recipients and
subrecipients must, as applicable,
comply with Section 3 of the Housing
and Urban Development Act of 1968
and its implementing regulations at 24
CFRpart 135, as applicable.

SubpartG-Grant Administration
§578.101 Technical assistance.
(a)Purpose. The purpose of

Continuum of Care technical assistance
is to increase the effectiveness with
which Continuums of Care, eligible
applicants, recipients, subrsclplents,
and UFAs implement and administer
their Continuum of Care planning
process; improve their capacity to
prepare applications; prevent the
separation of families in projects funded
under the Emergency Solutions Grants,
Continuum of Care, and Rural Housing
Stability Assistance programs; and
adopt and provide best practices in
housing and services for persons
experiencing homelessness.
(b)Defined. Technical assistance

means the transfer of skills and
knowledge to entities that may need, but
do not possess, such skills and
knowledge. The assistance may include,
but is not limited to, written
information such as papers, manuals,
guides, and brochures; person-to-person
exchanges; web-based curriculums,
training and Webinars, and their costs.
(c) Set-aside. HUDmay set aside

funds annually to provide technical
assistance, either directly by HUD staff
or indirectly through third-party
providers. .
(d)Awards. From time to time, as

HUD determines the need, HUDmay
advertise and competitively select
providers to deliver technical
assistance. HUDmay enter into
contracts, grants, or cooperative
agreements, when necessary, to
implement the technical assistance.
HUDmay also enter into agreements
with other federal agencies for awarding
the technical assistance funds.
§578.103 Recordkeeplng requirements.
(a) In general. The recipient and its

subrecipients must establish and
maintain standard operating procedures
for ensuring that Continuum of Care
program funds are used in accordance
with the requirements of this part and
must establish and maintain sufficient
records to enable HUD to determine
whether the recipient and its
subrecipients are meeting the
requirements of this part, including:

.(1) Continuum of Carerecords. Each
collaborative applicant must keep the
following documentation related to
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establishing and operating a Continuum
of Care:
(il Evidence that the Board selected by

the Continuum of Care meets the
requirements of §578.5(b);
(i1)Evidence that the Continuum has

been established and operated as set
forth in subpart B of this part, including
published agendas and meeting
minutes, an approved Governance
Charter that is reviewed and updated
annually, a written process for selecting
a board that is reviewed and updated at
least once every 5 years, evidence
required for designating a single HMIS
for the Continuum, and monitoring
reports of recipients and subreclpients;
(iii) Evidence that the Continuum has

prepared the application for funds as set
forth in §578.9, including the
designation of the eligible applicant to
be the collaborative applicant.

(2) Unified funding agency records.
UFAs that requested grant amendments
from HUD, as setforth in §578.105,
must keep evidence that the grant
amendment was approved by the
Continuum. This evidence may include
minutes of meetings at which the grant
amendment Wasdiscussed and
approved.

(3) Homeless status. Acceptable
evidence ofthe homeless as status is set
forth in 24 CFR 576.500(b).

(4) At tis): of homelessness status. For
those recipients and subrecipients that
serve persons at risk of homelessness,
the recipient or subrecipient must keep
records that establish "at risk of
homelessneaa" status of each individual
or family who receives Continuum of
Care homelessness prevention
assistance. Acceptable evidence is
found in 24 CFR576.500(c).

(5) Records of reasonable belief of
imminent threat of harm. For each
program participant who moved to a
different Continuum of Care due to
imminent threat of further domestic
violence, dating violence, sexual
assault, or stalking under §578.51(c)(3),
each recipient or subrecipient of
assistance under this part must retain:
(i)Documentation of the original

incidence of domestic violence, dating
violence, sexual assault, or stalking,
only if the original violence is not
already documented in the program
participant's case file. This may be
written observation of the housing or
service provider; a letter or other
documentation from a victim service
provider, social worker, legal assistance
provider, pastoral counselor, mental
health provider, or other professional
from whom the victim has sought
assistance; medical or dental records;
court records or law enforcement
records; or written certification by the
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program participant to whom the
violence occurred or by the head of
household.
(ii) Documentation of the reasonable

belief of imminent threat of further
domestic violence, 'dating violence, or
sexual assault or stalking, which would
include threats from a third-party, such
as a friend or family member of the
perpetrator of the' violence. This may be
written observation by the housing or
service provider; a letter or other
documentation from a victim service
provider, social worker, legal assistance
provider, pastoral counselor, mental
health provider, or other professional
from whom the victim has sought
assistance; current restraining order:
recent court order or other court
records; law enforcement report or
records; communication records from
the perpetrator of the violence or family
members or friends of the perpetrator of
the violence, including emails,
voicemails, text messages, E1Ddsocial
media posts: or a written certification by
the program participant to whom the
violence occurred or the head of
household.

(6) Annual income. For each program
participant who receives housing
assistance where rent or an occupancy
charge is paid by the program
participant, the recipient or subrecipient
must keep the following documentation
of annual income:
(i) Income evaluation form specified

by HUD and completed by the recipient
or subrecipient: and
(li) Source documents (e.g.,most

recent wage statement, unemployment
compensation statement, public benefits
statement, bank statement) for the assets
held by the program participant and
income received before the date of the
evaluation;
(iii) To the extent that source

documents are unobtainable, a written
statement by the relevant third party
(e.g., employer, government benefits
administrator) or the written
certification by the recipient's or
subrecipient's intake staff of the oral
verification by the relevant third party
of the income the program participant
received over the most recent period: or
(iv) To the extent that source

documents and third-party verification
are unobtainable, the written .
certification by the program participant
of the amount of income that the
program participant is reasonably
expected to receive over the a-month
period following the evaluation.

(7)Programparticipant records. In
addition to evidence of "homeless"
status or "at-risk-of-homelessness"
status, as applicable, the recipient or

subrecipient must keep records for ea~h
program participant that document:
[i] The services and assistance

provided to that program participant,
including evidence that the recipient or
subrecipient has conducted an annual
assessment of services for those program
participants that remain in the program
for more than a year and adjusted the
service package accordingly, and
including case management services as
provided in §578.37(a)(1)(ii)(F)j and
(ii) Where applicable, compliance

with the termination of assistance
requirement in §578.91.
l8)Housing standards, The recipient

or subrecipient must retain
documentation of compliance with the
housing standards in §578.75(h),
including inspection reports.

(9) Services provided. The recipient or
subreclpient must document the types
of supportive services provided under
the recipient's program and the amounts
spent on those services. The-recipient or
subreolpient must keep record that these
records were reviewed at least annually
and that the service package offered to
program participants was adjusted as
necessary. .

(10) Match. The recipient must keep
records ofthe source and use of
contributions made to satisfy the match
requirement in §578.73. The records
must indicate the grant and fiscal year
for which each matching contribution is
counted. The records must show how
the value placed on third party in-kind
contributions was derived. To the extent
feasible, volunteer services must be
supported by the same methods that the
organization uses to support the
allocation of regular personnel costs.

(11) Conflicts ofinterest. The
recipient and its subrecipients must
keep records to show compliance with
the organizational conflict-of-interest
requirements in §578.95(c), the .
Continuum of Care board conflict-of-
interest requirements in §578.95(b), the
other conflict requirements in
§578.95(d), a copy of the personal
conflict-of-interest policy developed
and implemented to comply with the
requirements in §578.95, and records
supporting exceptions to the personal
conflict-of-interest prohibitions.

(12)Homeless participation. The
recipient or subrecipient must
document its compliance with the
homeless participation requirements
under §578.75(g).

(13) Faith-based activities. The
recipient and its subrecipients must
document their compliance with the
faith-based activities requirements
under §578.87(b).

(14)Affirmatively Furthering Fair
Housing. Recipients and subrecipients
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must maintain copies of their marketing,
outreach, and other materials used to
inform eligible persons of the program
to document compliance with the
requirements in §578.93(c).
(15)Other federal requirements. The

recipient and its subrecipients must
document their compliance with the
federal requirements in § 578.99, as
applicable.
l16) Subrecipients and contractors. (i)

The recipient must retain copies of all
solicitations of and agreements with
subrecipients, records of all payment
requests by and dates of payments made
to subrecipients, and documentation of
all monitoring and sanctions of
subrecipients, as applicable.
(il) The recipient must retain

documentation of monitoring
subrecipients, including any monitoring
findings and corrective actions required.

(Ui) The recipient and its
subrecipients must retain copies of all
procurement contracts and
documeritatlon of compliance with the
procurement requirements in 24 CFR
85.36 and 24 CFRpart 84.

(17) Other records specified by HUD.
The recipient and subrecipients must
keep other records specified by BUD.

(b) Confidentiality. In addition to
meeting the specific confidentiality and
security requirements for HMIS data,
the recipient and its subrecipients must
develop and implement written
procedures to ensure:
(1)All records containing protected

identifying information of any
individual or family who applies for
and/or receives Continuum of CIITe
assistance will be kept secure and
confidential:
(2)The address or location of any

family violence project assisted with
Continuum of Care funds will not be
made public, except with written
authorization of the person responsible
for the operation of the project: and

(3) The address or location of any
housing of a program participant will
not be made public, except as provided
under a preexisting privacy policy of the
recipient or subrecipient and consistent
with State and local laws regarding
privacy and obligations of
confidentiality.:

(c) Period cf teoord retention. All
records pertaining to Continuum of Care
funds must be retained for the greater of
5 years or the period specified below.
Copies made by microfilming,
photocopying, or similar methods may
be substituted for the original records.
(1)Documentation of each program

participant's qualification as a family or
individual at risk of homelessness or,as
a homeless family or individual and
other program participant records must
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be retained for 5 years after the
expenditure of all funds from the grant
under which the program participant
was served; and ,
(2) Where Continuum of Care funds

are used for the acquisition, new
construction, or rehabilitation of a
project site, records must be retained
until 15 years after the date that the
project site is first occupied, 01' used, by
program participants.

(d) Aooess to 'reoords, (1) Federal
Government rights, Notwithstanding the
confidentiality procedures established
under paragraph (b) of this section,
HUD, the HUD Office of the Inspector
General, and the Comptroller General of
the United States, or any of their
authorized representatives, must have
the right of access to all books,
documents, papers, or other records of
the recipient and its subrecipients that
are pertinent to the Continuum of Care
grant, in order to make audits,
examinations, excerpts, and tranacripts.
These rights of access are not limited to
the required retention period, but last as
long as the records are retained. '
(2) Public rights. The recipient must

provide citizens, public agencies, and
other interested parties with reasonable
access to records regarding any uses of
Continuum of Care funds the recipient
received during the preceding 5 years,
consistent with State and local laws
regarding privacy and obligations of
confidentiality and confidentiality
requirements in this Rart.
{e)Reports, In addition to the

reporting requirements in 24 CFR parts
84 and 85, the recipient must collect
and report data on its use of Continuum
of Care funds in an Annual Performance
Report (APR), as well as in any
additional reports as and when required
by HUD; Projects receiving grant funds
only for anquisitionj.rehehilitation, or
new construction must submit APRs for
15 years from the date of initial
occupancy or the date of initial service
provision, unless HUD provides an
exception under §578;81(e).

§578,105 Grant and project changes,
(a) For Unified Funding Agenoies and

Continuums having only one reoipient.
(1) Tho recipient may not make any
significant changes without prior HUD
approval, evidenced by a grant
amendment signed by HUD and the
recipient. Significant grant changes
include a change of recipient, a shift in
a single year of more than 10 percent of
the total amount awarded under the
grant for one approved eligible activity
category to another activity and a
permanent change in the subpopulation
served by anyone project funded under
the grant, as well as a permanent

proposed reduction in the total number
of units funded under the grant.
(2) Approval of substitution ofthe

recipient is contingent on the new
recipient meeting the capacity criteria in
the NOFA under which the grant was
awarded, or the most recent NOFA.
Approval of shifting funds between
activities and changing subpopulatlons
is contingent on the change being
necessary to better serve eligible persons
within the geographic area and ensuring
that the priorities established under the
NOFA in which the grant was originally
awarded, or the most recent NOFA, are
met.
(b) For Continuums having mote than

one recipient, (1) The recipients or
subrecipients may not make any
significant changes to a project without
prior HUD approval, evidenced by a
grant amendment signed by HUD and
the recipient. Significant changes
include a change of recipient, a change
of project site, additions or deletions in
the types of eligible activities approved
for a project, a shift of more than 10
percent from one approved eligible
activity to another, a reduction in the
number of units, and a change in the
subpopulatIon served. .
(2) Approval of substitution of the

recipient is contingent on the new
recipient meeting the capacity criteria in
the NOFA under which the-grant was
awarded, or the most recent NOFA.
Approval of shifting funds between '
activities and changing subpopulatlons'
is contingent on the change being
necessary to better serve eligible persons
within the geographic area and ensuring
that the. priorities established under the
NOFA in which the grant was originally
awarded, or the most recent NOFA, are
met,

(c) Dooumentation of ohanges not
requiting a grant amendment. Any other
changes to an approved grant or project
must be fully documented in the
recipient's or subrecipient's records.

§678.107 Sanctions.
(a) Performance reviews. (1) HUD will

review the performance of each
recipient in carrying out its
responsibilities under this part, with or
without prior notice to the recipient. In
conducting performance reviews, HUD
will rely primarily on information
obtained from the records and reports
from the recipient and subrecipients, as
well as information from on-site
monitoring, audit reports, and
information generated from HUD's
financial and reporting systems (e.g.,
LOCCS and a-snaps] and HMIS. Where
applicable, HUD may also consider
relevant information pertaining to the
recipient's performance gained from
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other sources, including citizen
comments, complaint determinations,
and litigation.
(2) IfHUD determines preliminarily

that the recipient or one ofits
subrecipients has not complied with a
program requirement, HUD will give the
recipient notice of this determination
and an opportunity to demonstrate,
within the time prescribed by HUD and
on the basis of substantial faots and data
that the recipient has complied with the
requirements. HUD may change the
method of payment to require the
recipient to submit documentation .
before payment and obtain HUD's prior
approval each time the recipient draws
down funds. To obtain prior approval,
the recipient may be required to
manually submit its payment requests
and supporting documentation to HUD
in order to show that the funds to be
drawn down will be expended on
eligible activities in accordance with all
program requirements.
(3) If the recipient falls to demonstrate

to HUI)'s satisfaction that the activities
were carried out in compliance with
program requirements, HUD may take
one or more of the remedial actions or
sanctions specified in paragraph (b) of ,
this section.

(b) Remedial actions and sQnoti~ms.
Romedial actions and sanctions for a
failure to meet a program requirement
will be designed to prevent a
continuation of the deficiency; to
mitigate, to the extent possible, its,
adverse effects or consequences: and to
prevent its recurrence.
(1) HUD may instruct the recipient to

submit and comply with proposals for
action to correct, mitigate, and prevent
noncompliance with program
requirements, including:
{i) Preparing and following a schedule

of actions for carrying out activities and
projects affected by the noncompliance,
including schedules, timetables, and
milestones necessary to implement the
affected activities mid projects;
(li) Establishing and following a

management plan that assigns
responsibilities for carrying out the
remedial actions;
(iii) Canceling or revising activities or

projects likely to be affected by the
noncompliance, before expending grant
funds for them;
(iv) Reprogramming grant funds that

have not yet been expended from
affected activities or projects to other
eligible activities or projects;
{v) Suspending disbursement of grant

funds for some or all activities or
projects;
(vi) Reducing or terminating the

remaining grant of a subreaipient and
either reallocating those funds to other
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subrecipients or returning funds to
HUD; end
(vii)Making matching contributions

before or as draws are made from the
recipient's grant.

(2) HUDmay change the method of
payment to a reimbursement basis.

(3) HUDmay suspend payments to
the extent HUD determines necessary to
preclude the further expenditure of
funds for affected activities or projects.
(4) HUDmay continue the grant with

a substitute recipient of HUD's
choosing.

(5) HUDmay deny matching credit for
all or part of the cost of the affected
activities and require the recipient to
make further matching contributions to
make up for the contribution ,
determined to be ineligible. .
(6) HUDmay require the recipient to

reimburse the recipient's line of credit
in en amount equal to the funds used for
the affected activities.

(7) HUDmay reduce or terminate the
remaining grant of a recipient.

(8) HODmay condition a future grant.
(9) HUDmay take other remedies that

are legally available.
(c)RedpientsancUons. IT the

recipient determines that a subreclplent
is not complying with a program
requirement or its subrecipient
agreement, the recipient must take one
of the actions listed in paragraphs (a)
and (b) ofthis section.
(d)Deobligatlon, HODmay deobligate

funds for the following reasons:
(1) If the timeliness standards in

§578.85 aro not met;
(2) If HUDdetermines that delays

completing construction activities for a
project will mean that the funds for

other funded activities cannot
reasonably be expected to be expended
for eligible costs during the remaining
term of the grant;
(3) IT the actual total cost of

acquisition, rehabilitation, or new
construction for a project is less than the
total cost agreed to in the grant
agreement;

(4) If the actual annual leasing costs,
operating costs, supportive services
costs, rental assistence costs, or HMIS
costs are less then the total cost agreed
to in the grant agreement for a one-year
period;
(5) Program participents have not

moved into units within 3 months of the
time that the units are available for
occupency;and

(6) The grant agreement may set forth
in detail other circumstances under
which funds may be deobligated and
other sanctions may be imposed.
§578.109 Closeout.
(a) In general. Grants will be closed

out in accordance with the requirements
of 24 CFRparts 84 and 85, and closeout
procedures established by HUD.
(b)Reports. Applicants must submit

all reports required by HUDno later
than 90 days from the date of the end
of the project's grant term.
.(c)Closeout agreement. Any

obligations remaining as of the date of
the closeout must be covered by the
terms of a closeout agreement. The
agreement will be prepared by HUD in
consultation with the recipient. The
agreement must identify the grant being
closed out, end include provisions with
respect to the following:
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(1) Identification of any closeout costs
or contingent liabilities subject to
payment with Continuum of Care
program funds after the closeout
agreement is signed;

(2) Identification of any unused grant
funds to be deobligated by HUD;

(3) Identification of any program
income on deposit in financial
institutions at the time the closeout
agreement is signed;
(4) Description of the recipient's

. responsibility after closeout for:
(i) Compliance with all program

requirements in using program income
on deposit at the time the closeout
agreement is signed and in using any
other remaining Continuum ofCare
program funds available for closeout
costs end contingent liabilities;
(ii) Use of real property assisted with

Continuum of Care program funds in
accordance with the terms of
commitment and principles;
(iii) Use of personal property

purchased with Continuum of Care
program funds; and
(iv) Compliance with requirements

governing program income received
subsequent to grant closeout.

(5) Other provisions appropriate to
any special circumstances ofthe grant
closeout, in modification of or in
addition to the obligations in paragraphs
(c)(l) through (4) of this section.
Dated: June28, 2912.

Mark Johnston,
Assistant Seotetury for Community Planning
and Development (Acting).
[FRDoc. 2012-17546 Filed 7-30-12; 6:45 am)
BILLING COllE 4210-67-P
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Olllce 01the Secretary, HUD

respeot to data, Inrormatdon 01' re-
port(B) required under llubl'art E of this
part (but that are not l'equil'ed by seo-
tdona 309(m) 01'· (n) of the Fannie Mae
Oharter Aot 01' by eectdons 807(e) 01' (f)
of the Freddie .Mao Aot); the Seoretary
may pursue any oivil 01' a.dminiBtrative
remedies or penalties aga.inat the GSE
that may be ava.ilable to the Seoretary,
The Seoretary shall pursue such rem-
edies under ll.pplioable ll\.w.

(8) Proceltures, The Seoretary shall'
comply with the, procedures set forth in
subpart G of this part in oonneotion
with a.ny enrorcemenn actdon that he or
she may initiate against a GSE under
par~/l'1'aph (b) of this section,
[69 FIt 68642,~O'" 2, 20M)

PART 84-UNIFORM ADMINISTRA-
TIVE REQUIREMENTS FOR GRANTS
AND AGREEMENTS WITH INSTITU~
TIONS OF HIGHER EDUCATION,
HOSPITALS, AND OTHER NON-
PROFIT ORGANIZATIONS

subpart A-General
sec,
84.1 Ptu'pose.
84.2 Dofinltions,
84.8 Effeot ODother Issuances,
8U Davlations,
OU Subawarda,

Subpart Il-Pre-Award Requirements
DUO . Ptu'POB&,
64,11 Pre-award }\ol101es.
6U2 Forlns foX' applYing 1m' Il'eliexoalassist.-

IUlOB.
sua :Dallal'mont and suspension; Dl'og-Free

Workplaoe.
SU4 ·Spaola.l award oonditlons.
84.16 Metl'lo system of measurement.
SU6 Resouroe Oonservation and ReoOVSl'y

Aot.
8U7 Oel'tilioatlons lLndl'epreBannatlonB.

Subpart C-Post·Award Requlremen,ts
li'lNANOIAL J.l'lD PROGRAM MANAGEMEN'.!'

ad.20 Pu.rpoB6of flnanoial and nroaram man-
agement,

B4.21 Standluds {Ol' finauola.! management
systems.

84.22 Payment.
8US Oost sharIng 01'matohing.
84.24 Progl'am income,
84.26 Re\1slon or budget and program plane,
84.26 Non-li'edsl·aliludits.
8U7 Allowable costs.

r
j

I

Pl. 84

S!l,as Pel'lott of llvllll11bllity of funds -.

PROPER'l'Y STANDAllDB

84,30 PurpOB6 of propelot3' standlU'ds.
84.81 lnaUl'anos oove~age.
M,32 Rea.! property.
84.83 li'edel'a1l3'-ownel1 and exempt pl'operty.
84,84 Equipment.
8U5 Supplies and otbel' 8X})&ndable PI'OP-

Bl'ty.
S!l,S6 IntlUlglble lll'Oparty.
M,1l7 Propertl' trust relatlonalli».

PROOlJlU1.MJIlNTSTANDAlWS

04.40 PUl'lloSe or pronuremeat stl\.udards.
8Ul Reoipient respollsibllities.
BM2 Oodes of oonduos,
8404,8 Oompetltion.
64.44 proourement prooetlureB'.
84.41i Oosl;Il.ndprice allalYllls.
04.46 PrQcurement l'eoo1'd8,
61.47 Oon.traot o.dministration.
8404.8 Oontraot provisions.

REPORTS AND REcoRDS
04.50 Purpose of reports and reoOl.'ds.
BUil MO,riltor1nlr· and' reporting program

performlUloe.
8U,2 Finanoia.l reporting.
84.68 Retention IUld acoess requirements to»

records,

T.ERMINATION AND·ENl1'OROEMlllNT

84.60 Purpose of termination and enrorce-
ment, .

84.61 Termination,
84.062 Enrol'oement.

Subpart D-Affer·the·Awatd Requirements
04.'10 Purposo.
8t.'11 OlOlleout proeeduree,
84.72 Subsequent adjustments a.nd coa-

tlnuing respoDslbillties •.
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§64.1

Subpart A-General
§84.1 Purpose,

This part establiehes umrorm admin-
istl'ativll requirements for Federal
grants a.nd agreements I\.wa;rded to in-
atltutlonB of higher eduoatdon, bos-
pita.ls, and other non-profit organilla-
tlons. Additional or inoonslstent re-
quirementB shall not be' impoBed, ex-
oept as provided In §§ 84.4, and 84.14 or
unless speolfioally required by Federal
statute or exeoutlve order. Non-profit
orga.niza.tlona that implement Federal
programs for the Stll.tea are a.leo sub-
jeot to State l'eqi:drements.

§84.2 Definitions,
Accrued experntitures means the

ohargee inourred by the reoipient duro
ing a given period requiring th6 provi-
sion of funds for:

(1) Goods and other tangible property
received;
(2) Servioes performed by employees,

oontraotors, subreoiprents, and other
pa;srees; and '

(8) Other amounts beoomms owed
under programa for whioh no ourrent
servtoea or per!ormanoe is required.

Accrued Income means the Bum of:
(1) Ea.rnlngs during a. given period

from:
(i) Servioes performed by the reolpi-

entiand
(11) Goods and other tangible prop-

erty delivered to purohasers; and
(2), Amounts becoming' owed to the

recipient for whioh no ourrent services
or performanoe is required by the re-
oipient.
Acquisition cost of equipment means

the net invoice prioe of the equipment,
Including' the cost of modifioations, at-
taohments, acoeaaoriee, or auxiliary
apparatus neoessary to make the prop·
erty usable for the purpose for which it
was aoquired. other oharges, Buoh as
the oOBtof installation, transpox:t;ation,
taxes, duty or proteotive in-traneit in-
suranoe, shall be inoluded or exoluded
from the unit aoq,msition oost in ac-
oordance with the reoipient's regular
aooounttns praotioes.

Advanoe means a payment made by
Treasury obeok or other appropriate
payment meoaantsm to a reoipient
upon its request either before outlays
are made by the recipient or through

24 CFR Sublllie A (4- H 1 Edllion)

the use of predetermined payment
aohedules,

Award means flnanoial aesisbance
tha.t provides llUpport or stimulation to
acoomplish a publio purpoBe. AWards
inolude grantB and other agreements in
the form of money or property in lieu
of money, by HtJD to an e)jgible reoipi·
ent. The term dces not inolude: tech·
nioal Q.BBista,nQIl,whioh provides aerv-
ices instead or money; other lU>sistanoe
in the form of loans, loan guarantees,
oapital advancee under the Seotions 202
and 811 programs, interest subsidies. or
insarance: direot payments of any kind
to indiv1dUa.1s; and, oontraots whioh
are required to be entered into and ad-
ministered under procurement laws
a,nd regulations.

Oast: oontrlbuttons means the ractpi-
ent's cash outlay. Including the outlay
of money oontributed to the rsoiprent
by thil'd parties.
Closeout meaae the process by whioh

RUD determines that alll\.pplioable ad-
ministrative aotions and all required
work of the award have been completed
by the reoipient and HUD.
Oontraot means a proourement oon-

traot under an awlit'd or subaward, fl,rid
a procurement suboontraot under are-
oipient's or Bubreoiplent'll oontraot.
Oout sharIng or matohing means that

portion of projeot or program coste not
borne by HUD.
Date of oompletion means the date on

whioh all work under an award 1s com-
pleted or the date on the award doou-
ment, or any supplement or amend-
ment thereto, on whioh HUD sponsor-
ship ends.

Disallowed oosts means those ohargeB
to an fl,ward that HUn determines to be
unallowable, in accordance with the
applicable F",derlll oost prinoiples or
other terms a,nl'l oonditions oontaaned
in the award.

Equipment means tangible nonexpend-
able persona.l propert:v inoluding ex-
empt property oharged direotly to the
award having a usofullife of more than
one year and an aoquisition cost of
$6000 or more per unit. However, eon-
sistent with reoipient pOlicy, lower
limits may be established.
Bzoes« propertv means property under

the oontrol of HOD that, as determined
by the Seoretary, is no longer required
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fOl' its nee(ls or the disoharge of its re-
spollsibilities.

Exempt property means tangible per-
sonal property acquired in whole 01' in
part with Federal funde, where HOD
bas statutory authol'ity to vest title in
the reoipient witho\lt further obliga-
tion to the Federal Government. A:IJ. ex-
ample of exempt property authol'ity is
contained in the Federal Grant and 00-
operative Agreement Aot (81 U.S.O.
6306), 1'01' property acquired und61' an
award to oonduot baeto 01'. applied .re-
search by a non-profit institution of
higher education or non-profit organi-
zation whose principal purpose )9 con-
duoting snient1:t:ioresearch,

Fedal'al awaj'ding ageni:y means the
Federal agency that provides an award
to the reoipient.

Pederal I1i'hcis authorized means the
total amonnf of Federal funds oblt-
gated by HOD for use by the reoipient·.
T.biB amount may inolude any author-
ized carryover of unobligated funds
from prior funding periods when per-
mitted by ROO ~'egu1ations 01' imple-
menting instructions. ..

Pederal share of real property, equip-
ment, or supplies means that pel'oent-
age of the property'a aoquisition' costs
and any improvement expenditures
pa.id with Federal fw1ds.

PumUng period means the period of
time when Federal funding is available
fOl'obligation by the reoipient.

intangible P)'operty and debt Instru-
mellts means, but is not limited to,
tl'aden1arks, oopyrights, patents and
patent applioations and such property
as loans, notes arid other debt instru-
.ments, leMe a.gi'eements, stook and
other instruments of propel'ty owner-
ship, whetber consfdered tangible or in-
tangible.

Obligatio118 means the amounts of or-
ders placed, oontraots and grants
awarded, services reoeived a.nd eimilsr
transactions dul'ing a given period that
reqllirepayment by the reoipient d\U'-
iug the same or a futUl'e period.

Outlays or expellditures means oharges
made to tbe projeot 01' program. They
may be reported on a cash 01' accrual
basis, FOl' reports prepared on a oaeh
basis, outlays are the sum of cash dis-
bursemsnts for direot charges for goods
and services, the amount of iniiireoi; ex-
pense oharged, the value of thi1'd party

§84.2

in-kind oontrlbutdona applied and the
amount of oasll advances and payments
made to subreclplenta, For reports pre-
pared on an accrual basis, outlays are
the sum of oaah iiisbUl'sements f01' di-
reot oharges for goods and services, the
amount or indirect expense in,curred,
the value of in-l.rind oontl'ibutions ap-
plied, and tbe net morease (01' de-
crease) in the amounts owed b3' the re-
oipient for goods and other property re-
ceived; f0r services per.formed by em- .
ployees, ·oonm'actors, subl'eo1plents and
other payees and other amounts be.-
oomrng' owed under programs fOl' which
no OUl'rentsel'vioes 01' per.formanoe are
required.

Personal property means property of
any kind exoept real property. It may
be tangible, having physiolll existence,
or intangible, having no physioa.l exist-
ence, BUah as oopyrights, patents, or
seouritrea,
"Plior approval means wrItten ap-
proval by an authorized offioia.] evl-
denoing prior consent.

Program income means gross income
earned by the reoipient that:l8 di:reotly
generated 'by a .supported activity 61'
earned as a result of the award, (see ex-
olusions:ln §§8!1.24 (6) and (11». Program
inoome dnoludes, but ia not limited to,
income il'om fees for servicea per-
formed, the use or rental of real or per-
sonal property aoquired undel' feder-
ally-funded projeots, the sale of com-
modities 01' items fabrioated under an
award,. Iicenee fees aria l'oyalties on
patents a.nd oopyrights, and intel'est on
loans made with award funds. lnterest
earned on advanoea of Federal funds is
not progl'am tnoome, Exoept as other-
wise proviaed in HUn regulations 01'
the terms and oonditdona of the aWard,
program income does not inolude the
receipt 'of prinoipal on loans, rebates,
oredits, disoounts, eto., or Interesu
earned on any of them.

Pl'ojeot costs means all a.llowable
costs, as Bet forth in the applica.ble
Federal oost pl'inoiples, incurred by a
reoipient and the value of the contrlbu-
tions made by third parties in aooom-
plishing the objectives of the award
during the pl'ojeot period.

Projeot period means the period estab-
lished in the aWal'd document during
whioh HUD sponsorship begins and
ends.
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Property means, unless otherwise
stated, real property, equipment, in-
tll.nglble property and debt instru-
ments.

Real property meane land, inoludtng'
In-nd improvements, struotures and a.p-
purtenn-noell thereto, but excludes mov-
able maohinerv and equipment.

Reolplent means an organb:llotion re-
oeiVing finanolal aaslabanoe direotly
from HUD to oa.rry out a projeot or
program. The term inoludes publio and
private institlltions ot: higher edu-
oation, publio and private ,hospitll.ls,
and other quasi-publio and pr1vate non-
profit orgMizations such as, but not
limited to, oommunlty aobion agenoies,
research institutes, eduoational asao-
oiations, Md health centers, The term
includes commercia; organizationa,
international orgauizatlons when oper-
ating domestioaJly (suoh aa asenciee or
the United Na.tions) whioh lU'8 reoipi-
ents, subrecipiente, or oontractors or
subcontractors of reoipients or Bub-
reoipients. The term doea not include
governmentrowned oonbracnor-operated
fao1l1ties or research centers providing
oontinued support t:or mission-oriented,
Iarge-scafe programs tba.t are govern-
ment-owned or oontrolled, or are des-
ignated as federally-funded research
and development centers, The term
does not inolnde mortgagors that re-
ceive mortgages insured or held by
HUD or mortgagors or projeot owners
that reoeive oapital advanoe!; from
HUD under the Section 202 and 811 pro-
grams. ' ,

Research ana development meana all
researoh aotivities, both baBio and ap-
plied, and a.ll development aotivities
that are supported at universities, 0.01.
leges, and other non-profit institu-
tions. "Researoh" Is defined as a sys-
tematio lltudy direoted toward fuller
soientifio lmowiedge or understanding
of the subjeot' studied. "Development"
is the systematio use of knowledge n-nd
understanding gained from research di-
reoted toward the produotion of usefUl
materillols, devloes, systems, 01' meth-
ode, inoluding design and development
of prototYPes and prooesses. The term
resellorch also inoludes aotivities in-
volving the training of individuale in
researoh teobniques Where Buob activi- '
ties utilize the same faoilities as other
research and development activities

24 CFR Subtitle A (4-1-1 1 Edition)

and where auoh activities are not In-
cluded In the inetruotion mnotton.

Small awards means a grant or coop-
erative all'I'eement not exoeeding
$100,000 or the small purohase threshold
fixed at '41 U.S.q. 403(11), whiohever is
grea.ter.

Suba.warcl means:
(1) Art award of finanoial assistanoa

in the form or money, or property in
lieu or money, made under an award by
a reoipient to II.n eligible subl'eoipient
or by a. subreoipient to a lower tier sub-
, reoipient. The term inoludes finanoial
aaslstance when provided ~y any legal
agreement, even If the agreement ie
oa.lled a contract, but does not Include
procurement of goods and services nor
does it include any form of assiatance
whioh is excluded from the definition
of "award". '
(2) For Oommunity J;levelopment

Block Grants, the term "aubaward"
does not include the lU'l'angement
whereby the prime reoipient transfers
funds to another entity apd that entity
1s the project. A distinotion is made be-
tween euoh a tranDCer for the further-
anoe of the prime reoipient's goals and
the transfer of funds bo a subrecipient
who oarries out ll.Otivitiea and is ac-
countable to the prime reOipient. For
eXample, in a OD:Sll award Wl:!ere a
prime reoipient has as its program goal
the revitalization of a downtown area,
the funde transfen'ed to a business in
the downtown area to remodel its store
would not be oonsidered a subaward
eub3eot to this part 84.

SUbreoiplent means the legal entity to
whioh a subaward is made and whioh ia

. acoountabte to the reoipient for the use
of the funds provided. The term in-
oludes commercial organizations and
international orga.nizatione operating
domestioally (suoh as agenoiesof the
United Nations);

SUpplies means all personal property
exoluding equipment, intangible prop-
erty, and debt inatrurnente as defined
in this seotion, and inventions of a con-
tractor conceived or firl;lt aotulI.lly re-
duoed to practioe in the performn-noe of
work under a funding agreement
("subjeot inventions"), as defined in a~
OFR part 401, "Rights to Inventions
Made by Nonprofit Organizations ll.nd
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S~all Busineas Firms Undel' Govern-
ment Grants, oontraote, and OOOpel'lIr
tdve Agreements,"

Suspension means an aotion by HOD
that tempOl'ar11y witl}draWB HOD SPOll-
llorllhip under II-n award, pending 001'-
reottve aotion'by the l'soipient or pend-
ing a deoision to termina.te the award'
by HOD. Suspension of an v"wal'd is a
sepal'ate aotion from suspenatons under
HOD regulatlonB implementing E.O.
12649 and E.D. 12689; "Debarment and
Suspensiol1," at 2 OFR pa.rt 2424. '

Terminatloll means the oanoellation
of BUD sponsorship, ill whole or in
part, under :all agreement at any time
prior to the date of oompletion. '

Third party in-ktnd contributions
means the value of non-oash oontribu-
tions provided by non-Federal third
parties. Tbird party in-kind oontrlbu-
tions may be in the fOI'm of real prop-
erty, equipment, supplies and othel' ex-
pendable :property, and the value of
goods and services direotly benefiting
v"nd apeoiiically identifiable to the
projeot or program.

UnUquiclated ob(igations, fOl' ilnanoial
reports prepared on a oash basis, means
the amount or obligations incurred by
the reoipient that have not been paid.
For reports prepal'ed on an accrued ex-
p.enditure basis, they represent the
amount of obligv"tlons incurred by the
reoipient for whioh an outlay llas not
been recorded.

U?wbligate!.l balanoe means the por-
tion of the funds authorized by ROD
that haa not been obligateCl by the re-
oipient and is determined by deduoting
the oumulative obligations !I'om the
oumulative funds authorized.

Unrecovered indirect cost means the
differenoe between the amount awarded

, and the amount whiab could have been
awarded under the reoipient's approved
negotiated indireot oQst l'ate.

Worltfng capttal advancemeans a pro-
oedure whereby funds are advanoed to
the reoipient to cover its estimated
disbursement needs for a given in1tin.l
period.
[59 FR 47011,Sept. ra, 1994, aa amen/led at 72
FR 73492,Deo. 27. 2007J

§64.3 Effeot on other Issuences.
F01' n.wards subjeot to this part, all

administl'ative requiremsnte of codi-
fied prOgl'am regulations, progrn.m

)

§84.10

manuals, handbooks and otber non-
regulatol'Y matal'ials whioh are moon-
sistellt with the requirementa of this
Pal.'t sball be supel'Beded, exoeptto the
extent tlley al'e required b~' s~atute, or
authorized ill aecordauce with the devi-
ations provision in §84.4. .

§64A Deviations.
The Offioe of Management and Budg-

et (OMJ;!) may grant exoeptions fol'
olasses of grants or reoipients subjeot
to the requirements of th1a l'ule when
exceptions are not prohibited by stat-
ute. :aowever, in the interest of max-
imum uniformity, sxoeptaons from the'
requirements of this rule aha11 be per-
mitted only in W1UOUaloiroumstanoes.
HUD may a.pp13' more restriotiVe re-
quirements to a class of reoipients
when approved by 9MB. aon may
apply less restriotive requirements
when a.wardil:ig small awards and when
approved by OMB, exoept for those re-
quirements whioh are Btatu.tory. Ex-
oeptions on a caee-bv-oase basis may
also be made by HUD.

§ 84.6 Subawards,
Unless secnons of this Pl»'t speoifi-

oll.l1y exclude subreoipiente from oov-
erage, the provisione of this part llhp,l1
b~ applied to Bubreoipients performing
WOl'It under aW!l.l'ds if such Bubl'eoipi-
ents are 1nBtltutiollB of higher edu-
cation, hOBpitals, commercial organizlIr
tiona and international organizations
opel'ating domestloally" or other. non-
profit organizations. Sbate, local and
.FederallY reo,ognized Indian tribal gov-
ernment subreoipients are subjeot to
the provisions of regulations imple-
menting .the If!.·ants management com-
mon rule, "Admi11istrative :Require-
mente fOl' Grants and do operative
Agreements to state, Looal and Jj'edlA'-
ally Reoognized Indian Tribal Govel'll-
ments," (24 OFR part 85).

Subpart B-Pre-Award
Requirements

§84.10 Purpose.
Seotiolls84.11 thl'ough 84.17 presCll'ibe

fOl'ms and instruotions and other P1'6-
aWal'd matters to be used in applying
f01'HOD awa.l'ds,

467
" , .

ArrACHM 't'\1 . '. •ENT •..•.. J;.(. ••• : ••••

pl.\GE ••.•~ ••." OF ••.3..J.... PAGES

f
f

Ir

I

I

l

l



§84.11

§84.11 Pre-award polteles,
(a) U8e 01 Grants and OooperatlvB

Agreements, and Oontraats. In each in-
stance, HUD sliall deoide on ·the appro-
priate award inatrnment (i.e., grEl,.llt,
cooperative agreement, 01' oontraob),
The Federa,l GrEl,.llt and Oooperative
Agreement Aot (31 U.S.0.6301-08) gov-
erns the use of grll,nts, oooP(lrll.tlvB
agreements and contraota, A grant or
oooperative agreement shall be used
only when the prinoipal purpose of a
transaotion is to aooomplish a publio
purpose of support or stimulation au-
thorized by Federal statute. The statu-
tory oriterion for ohooslng between
grants' and oooperative agreements Is
that for the latter, "substantial in-
volvement Is expeoted. between tbe ex-
eoutive agenoy and the State, local
government, or other /:,eoipient when
oarrYing out the aotivity oontemplated
in the agreemerit."Oontraots shall be
used when the prinoipal purpose is ac-
quisition of property or services [or the
direot.' benefit or use of the Federal
Government.
(b) Publio Notice and Priority Setting.

HUD shall notify the publio of its in-
tended fUnding priorities for discre-
tionary grant programs, unless fUnding
priorities are estll,blished by Federal
statute.

§84.12 Fol'Jlls tor applying fol' Federal
asslstanee. .

(a) RUn shall oomply with the appl1-
cable report olea.ranoe requirements of
6 OFR part 1820, "0ontrolling Paper-
work Burdens on the Publio," with re-
gard to 11.11forma used by HUD in place
of or as a supplement to the Standa.l'd
Form 424(SF-424) Beriea.
(b) Applioants shall uee the SF-424 se-

ries or those forms and 11l$truotions
prescribed by HUD.
(0) For Federal programe oovered by

E,O. 12872, "Intergovernmental Review
of Federal Programs," the appl10ant
allan complete the appropriate sections
of the SF-424 (Applioation for Federal
Asslstanoe) indloa.tlng whether the ap-
plioation was subjeot to review by the
State Single Point of Oontact (SPOO).
The name and PAdrllBs01 the SPOC for
a partioula.r Sta.te can be obta.ined from
the Oatalog 01 Federal Domestic AssIst-
anae. The 8POO shall advise the appli-
cant whether the program for whioh

24 CFRSubtitle A (4-1-11 Edillon)

ap})lioa.tion is made has been selected
by that State for review.

§84.18 Debarment and euspenslom
Drug·Free Wor]lplaoe.

(a) Reolplents and Bubl'eoipients shall
oomply with the governmentwide non-
proourement deba.rment and suspension
requirements in 2 WR pa.rt 2424. These
governmentwide requirements restriot
Bubawarde and oontraots· with oertain
parties that are debarred, !l,uspended, or
otherwise excluded from or ineligible
for l1artioil1at:lon in feder~~ assista.noe
programa or aotiVitles.
(b) Reoipientll and subreoipients shall

oomply with the requirements of .the
Dl'ug~Free WorkplflOe Aot of 1988 (42
U.S·.O. 701), as Bet forth at 24 OFR part21.
[72 li'lt 73!91, Dec. 27, 2007]

§84.14 Speoilll award conditions.
If an applioant or reoipient:
(a) Hall a history of poor perform-

anoe;
(b) Is not finanoially stable;
(0) Has a management sYlltem that

does not meet the standarde preaoribed
in tllis pa.rt;
(d) Has not oonformed to the terms

and oonditions of a previous award: or
(e) Is not otherwlBe l'esponelble, HOD

may impose additional requirements all
needed, provided that BUobapplioant or
reoipient is notified in writing as to:
the nature of the e,dditlona.l require-
ments, the reason why the additional
requirements are being imposed, the
nature of the oorretltive aotion needed,
the time allowed for oompleting the
oorreotive actdons, and the method for
requesting reconsideratdon of the addi-
tional requirements imposed. AxJ.yspe-
01a.l oonditions shall be promptly re-
moved once the oonditione that
prompted them have been oorreoted.

§84.15 Metric system of measurement.
The MetrIa Oonversion Aot, as

amended by the Omnibus Trade and
Oompetltiveness Aot (Iii U.S.0.206) de-
olares that the metrio System is the
preferred measurement Ilystem ;(01'U.S.
trPAe and commerce. The' Aot requires
each Federal agenoy to elltabl1sh a date
or dates in oonsultation with the Seo-
retary of Oommeroe, when the metrlo
system of measurement will be used.In
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the agenoy'a proouremeuta, gl'llJltll, and
other business-related aotivities, Met--
rio implemelltation may take longel'
where the use of the sY/lt6m ia initiaJI~'
impl'aotioll1 01' likely to cauee eignifi-
oant ineffioienoiell in the a.coomplish-
ment 01 federaJly-fundedaotivitiee,
lIUD shall follow the provisions of E.O.
12'170, "Netl'10 Ullage in Federal Gov-
ernment Progrlj,me."

* 84,16 Resouroe Conservation and Re·
oovery Aot,

Under the ReeoUl'oe Ooneervation and
Reoovery Aot (RORA) (pub, L, 94-580,
42 U,S,O. 696Z) , any state agenoy or
~enoy of a politioal subdivision of a
State which is using appropriated Fed-
eraJ funds must oomply with Section
6002, Section 6002 requires that pref-
erenoe be given .in procurement pro-
grams tO,the purohaseof epeoifio prod-
ucts containing reoyoled materiaJs
identified in guidelines developed by
the Elnvil'onmenta.l Proteotion Agenoy
(EPA) (40 OFR parte 247 tbrough 264).
A0001'dingly, State and Iooal institu-
tions of' higher educatlcn, hospltala,
commercial organlzatione and inter-
natdonal organizations when opel'ating
domeetioMly, a.nd non-profit organiza-
tions that receive direot FederaJ
awards 0)' other Federal funds sbaJI
give prefel'enoe in theil' procurement
programs funded with Federal funds to
the purohase of reoyoled products PUl'-
suant to the EPA guidelines,

§B4.,l'1 Cerlifioations and representa-
tions.

Unless pI'ollibited by etatute or oodi-
fied regl11ation, lIUD i6 authorized and
enoouraged to allow recipiente to sub-
mit oertifioations and l'epresentations
I'equired b3' statute, exeoutive order, or
regulation Oilan annual basis, If the re-
oipients have oUgoing and oontimUllg
relationBhips with the agenoy, Annual
CB1'tifications and rep1'esentatiollB shall
be signed bYl'6sponaible' offiolals with
tue authority to ensure recipienba'
comp11anoe with the pertinent require-
ments.

§84.21

Subpart C-Post-Award
Requirements

FINANOIAL AND PROGRAMMANAGl!IMIilN'l'

§84..20 Purpose of finanoial and pro-
gl'llDl :man.agement. .

Beotdons 84.21 thl'ough B4.2B Pl'eacrlbs
standards :for finanoial rnan~ement
systems, methods for making pay-
ments and rules for: satiBfying cost
sha;l,'ing and matohing 'l'equirements,
aooountdns fOl' progrt\,m income, budget
revision ,approvale. making audits, de-
termining allowabllity of cost, a.nd es-
tablishing!Und availab111ty,

§84.,21 Standards for financial man-
agement systems.

(a) ROD shaJl require reoipients to
relate financial data to performance
data. and develop unit oost information
whcl'nevel' pl'aotioal, .
(b) Reoipients' financlaJ management

Bystems shaJl provide for the :following;
(1) Aocurate,. ourrent and complete

diaoloBure of the financial results of
each ,federally-sponsored projeot or
program in aooordance with the report-
ing requirements Bet forth in §84,62, If
a' reoipient maintains its records on
othel' than an acoma; basis, the reoipi-
ent ahaJl no] be required to establish
an accrual acoounting system, These

. reoipienns may develop suoh aoorua;
data for their reports on the basis of an
a;nalYllis of tbe dooumentatdon on hand.
(2) Reoords tbat identify adequately

the source and lIoppliOtl.tionof funds for
fedel'allY-lIpoIUlored aotivities, These
records shall eonbaan mrormatdon per-
taining to Federa.l awarde, autborillll.-
tiona, obligations, unobligated bal-
ances, assets, outlays, Income and in-
terest,
(8) Effeotive oontrol over and ao-

oountability for all funds, property and
other assets, Reoipients allall' ade-
quately Ilafaguard aJI such assets and
assure they are used solely rcr author~
ized purposes,
(4.)Oomparison of outlays with budg-

et amounts iol' each award, 'Whenever
appropriate, finanoial intormatdon
should be related to perform£lonoe and
Ul1it cost data,
, (6) Wl'ittOOl procedures to' minimize
tha time elapsing between the tl'anefel'
of funds to the reoipient from the U,S,
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§84.22

'I'l'easury and the Iasuance or redemp-
tIon of oheoke, warrants or payments
by other means for program purposes
by the reoip:lent. To the extent that tha
provisions of the Oe.ahManagement Im-
provement Aot (OMIA) (pub. L. 101-463)
govern. payment methoda of State
agencies, instrumentalities, andfieoal
agents shall be ooneistent with OMlA
TrBll.aury-State Agreements or the
OMlA default procedures oodified a.t 31
OFR part 205, "Withdrl\.wa..l of Oash
from the Treasury :1'01'Advanoes under
:Federal Grant and Other Programe. II

(6) Written procedures for deter-
m:lning the reasonableness, allooab:llity
and allowability 0:1'coste :In accordance
with the provisiona 0:1' the applioable
Federal cost prinolples and the terms
and oonditions of the award.

('I) Aooounting reoordS including' oost
aooountdng records that are supported
by source dooumentation.

(0) Where the Federal Government
guarantees or insures the repayment of
money borrowed by the reolpient, HUD,
at its disoretion, may require adequate
bonding and Insurance if tbe bonding
and meuranoe requirements of the re-
cipient are not deemed adequll,te to
proteot tbe interest of the Federal Gov-
ernment.

(d) HUn may require adequa.te fidel-
ity -bond ooverage where the reolptent
Jaoks suffioient ooveraae to proteot the
Federal Government's intereet.

(e) Where bonds are required in the
situations desoribed above, the bonds
shall be obtained from oompanies bold-
ing oertifioates of authority a,s accept-
able sureties, aa presoribed in 81 OFR
Pll,l't 228, "Surety Oompanies Doing
Bueinese with the United Stfl,tes."

§84,22 Payment.
(a) Payment methods shll,ll mimmize

the time elapsing between tbe transfer
of funds from the United Stfl,tes Trea.e-
ury and the issuanoe or redemption of
cheoks, warrants, or paYment by other
means by the reoipients. Payment
methods of State fl,g'enoies or instru-
mentalities shaH be oonsistent with
Trea.&ury-State OMlA agreements or
defaUlt procedures oodified at 31 CFR
part 205.

(b) Reoipients are to be paid in fl,d-
vance, provided they maintain or dem-
onstrate the willingness to mainta.in:

24 CFR Subtltlil A (4-1-11 Edition)

(1) Written procednrea that mmrmise
the time elapsing between the trll.nsfer
of funde and disbursement by the re-
oipient; and

(2) Finll,noial msnasement systems
thfl,t meet the eta.nda.rds for fund con-
trol and aooountablllty as eeta.blisbed
in §84.21. Oash advancea to II. reoil>lent
organization shall be' limited to the
minimum amounts needed and be
timed to be in accordance with the ll.O-
tual, Immediabe casa requirements of
the reoipient organiza.tlon in carrying
out the purpose of tM approved Pl;O-
gram or projeot. The timing and
amount or oash advances shall be as
close fI,S is adm.inistrfl,tively fea-sible to
the aotua.l d1ebursemsnts by the reoipi-
ent orga.nilllfl,tion for dlreot program or
projeot ocsts and the proportionate
share of any allowable indireot costs,

(0) Whenever possible, advancee sball
be oonsolidated to cover a-ntioipated
cash needs for all awarda made by HUD
to the reoipient.

(1) Advanoe payment meohanisma in-
olude, but are not llmited to, Treasury
oheok and eleotronio funds transfer.

(2) Advfl,noe pa.yment meohanisms are
subjeot to 81 OFR pa.rt 205.

(8) Reoipients shall be authorized to
submit requests for advancea and reim-
bursements fl,t least montbly wben
electromc fund transfers are not used.

(d) RequeetAl·for Tree.aIU'Y oheok a.d-
vanoe payments Bbfl,ll be submitted
through eleotronio means determined
by the autborizing HUn program, or on
forms as may be autborized by OMB.
This form is not to be used when Treas-
ury cheok advance paYments are made
to the reoipient automatioally through
the use 0:1' a predetermined pfl,Yment
sohedule 01' if precluded by special HUD
instruotions for eleotronio funds trans-
fer.

Ce) Reimbursement is the preferred
method when the requirements in PMfI,-
gral>h (b) of tlrla section cannot be met.
HUD ma-y also UBethis method on any
oonstruotion a.greement, or if tbe
major portion of the oonstruotion
projeot is acoompliShed thrOUgh pri-
vate me.rket fina.noing or Federal
loans, and the Federfl,l aeststance con-
stitutes a minor portion of the projeot.
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(1) When the reimbursement method
is used, l1UD shall make payment with-
in 80 days after reoeipt of the billing,
unless the billing is improper.
(2) Reoil)iellts shall be authorized to

submit request for relmbursemenn at
least monthly when eleotronio funds
transfel'B are not used,
(f) If a reoipient cannot meet tha od-

teria fOl' advance payments and RUn
has determiner). that reimbursement is
not feasible because the reoipient Iaolrs
suffioient worki:ng oapital, HUn may'
provide oash on a working oapital ad-
vance basia. Under this procedure, HUD
shall advance oash to the reoipient to
cover its estimated disbursement needs
for an initial period genel'ally geal'ed
to the awardee's disbursing oyole,
Thereafter. HUD shall reimburse the
recipient fOl' ita actual cash disburse-
ments, The working oapital advanoe
method of pa.yment shall not be ussd
for reoipients unwilling or unable to
provide timely advanoes to their sub-
reoipient to meet the llubreoipient's ao-
tual ofl,ehdisbursements,
. (g) To the extent available, reoipi-
ents shall disburse funds available from
repayments to and interest earned on a
revolving fund, program income, re-
bates, reflinds, contract settlemsnts,
audit recoveries and intereat earned on
suoh fUllds before requesting additional
cash pl\ymentll,
(h) Unless otherwise required b3rstat-

ute, liUD shall not withhold payments
for pl'oper charges made by l'eoipients
at any time during the projeot period
unless l)al'agI'aphs (11)(1) or (h)(2) of this
seotion apply,

(1) A reoipient; hall failed to oomply
with the projeot objeotdvea, the terms
and oonditions of the award, 01' FederaJ
l'eP01't1ng requirements,
(2) The recipient or llubreoip,ient is

delinquent in a debt to the United
States as defined in OMB Oh'oulal' A-
129, "Managing Federal Oredit PI'O·
srams." Under such conditdons, HUD
. may, upon reasohable nottoe, inform
the l'eoiplent that payments shall not
be made for obligations inourred after
a speoified date until the oouditdons
are oorreoted 01' the indebtedness to
the Federal Govel'lUnent is liquidated,
(1) Standards govemtng' the use of

.banks and other institutions as deposi-

§64.22

tortes of funds advanced under awards
are as follows,

(1) EJl:oapt fOI' situationp deBol'ibBClin
pal.'agl'a.ph (1)(2). of thi~ seotdca, :mID
shall not require separate depositol'Y
accounts for funds provided to a l'eoipi-
ent 01' establish any eligibility require-
ments for depositories for funds pro-
vided to a reoipient, However, l'eoipi-
ents must bs'able 1ioaooount ror the re-
ceipt, obligation and expenditure of
funds, ..

(2) Advanoes of Fedel'aJ fwlClashau'be
deposited and ntl1,il~tained in insured
accounts whenever possible,
(j) Oonsistent with the national goa.l

of expanding the opportunitiell for
women-owned and minority-owned
business entel'pl'ises, reoipients shall be
encouraged to use women- owned and
minority-owned banks (a bank whioh is
owned at least 60 peroent by women or
minority group members),
(k) Reoipients shall maintain ad-

vanoes of FederaJ funds in interest
beE!Xing accounts, unless l?aragl'aphs
(k)(l), (k)(2), '01' (k)(3) of this section
a.pply, ,

(1) The l'eoipient reoerves less than
$120,000in Federal a.wards pel' year,
(2) The best reasonably available in-

terest bearing aocounn would not be ex-
peoted to earn interest in excess of 0$260
pel' yeal' on Fedel'al cash balanoes,
(3) The depository would require 'an

average or minimum balauce so high
that it would not 'be feasible within the
expeoted 'Federal and non-Federa.l cash
resources.

(1) For. those entities where OMIA
and its implementiug l'e8'ulatious do
not a.pply, interest earned on Federal
advances deposited in interest bearing
acoounts shall be remitted annually to
Pellartment of Hea.Jth· and Human
Servioes, Payment Management SyS-
tem, :P,O, Box 6021, Rookvms, MD
20852,In keeping with Eleotl'onio Funds
Transfer rilles (31 OFR pat't a06), inter-
est should be remitted to the HHB Pay-
ment Management System through an
electronic medium suoh as the
FEDWlRE Deposit system, Reoipients
whioh do not have this ol\.pability
should use a oheok. Intel'est amounts
up to $260per ~reflJ,'may be retained by
the reoipient fOl' admil1istl'a.tivB ex-
pense, State univ61'sities and hospitals
shall oomply with OMIA, as it pertains .
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§84.23

to Interest. If an entity subject to
OMrA uses Its own funds to PEW pre-
award 'oosta for dlsOl'etionary awards
without prior written approval from
the Federal awarding agenoy, it waives
Its right to recover the interest under
OMrA,
[69 Fa 47011, sept, 13. 1091. liB amended lit 76
li'R 41089, July 16. 2010)

§84.29 Cost shal'lng or matohlng.
(a) All oontelbutions, Inoludtna' oash

and third ps,rty in-ld1'ld, shall be ao-
oepted ae part of the reoipient's oost
sharing or matching when suOh con-
trlbutions meet all of the following ori-
tena,

(1) Are vel'ifiable from the reolplent'B
reoorde.
(2) Are not Included as oontributlona

for any other iedera.lly-assisted ;projeot
or program.
(8) Are neoessa.ry and reasonable for

proper a.nd effioient acoompltebrnent, of
projeot or program objeotives.
(4) Are allowable under the s,ppl1oa-

ble cost ;prlnolples.
(5) Are not paid by the Federal Gov-

ernment under another aws,rd, exoept
where authorized by Feders,} statute to
be.used for cost sharing or roatohing.
(6) Are provided ;[01' in the approved

budget when reqtlited by HUD.
(7) Oonform to other provillione of

this part, as applioa.ble.
(b) Unreoovered :lndireot costs may be

inoluded e.e pa.rt of oost sharing or
matolllng only with the prior approval
ofHUD.
(0) Values for reoipient oontributions

of servtoes and property shall be estab-
lished in aeoordanoe with the ap.P!ica-
ble oost prlnoiples. If :mID authorizes
reoipients to donate buildings or land
for construotionlfaollltiell acquisition
projeots or long-term use, the value of
the donated property for oost ellaring
or matching shall be the lesser of para-
graphs (0)(1) or (0)(3) 'of this section,

(1) The certified value of the rematn-
ing life of the property reoorded in the
reoipient's aooounting reoords at the
time 0;[ donation.

(2) The ourrent laIr mar/cet value. Row-
ever, when there ie suffioient justifioa-
tion, HOD may approve the use of the
current fair market value of the do-
nated property, even if It exceeds the

24 CFR Subtllle A (4- 1-11 Edition)

oertlfled value at the time of donation
to the projeot. .
(d) Volunteel' servtees furnished by

profesaional a.nd teobn1oe.l personnel,
ooneultants, and other skilled and un-
skilled labor may be coUnted e.e oost
sharing or matching' if the service is an
integral and neoeaaal.'Y pa.rt of an ap-
proved projeot or program. Rates for
volunteer servioes shall be consistent
with those paid for similar work in the
reoipient's organization. In those in-
stanoes in whioh the required skills are
not found in the reoipient organiza.tion.
rates shall be oonsistent with those
pa.ld for similar work in the labor mar-
ket in whioh the reoipient competes for
the kind of services involved. In either
case, paid ~ge benefits tha.t are ree,-
sonable, allowable, and allooable may
be inoluded in the vs,luatlon.
(e) When an emploYer other than the

l'eoipient furn:l.ehes the services of an
employee, these eervices shall be val-
ued at the employee's regular rate of
pay (plue an amount of fringe benefits
tha.t are reasonable, allowable. a.nd al·
Iooable, but exolueive of overhead
costs), provided theBe servioes are in
the same skill :1'01' whioh the employee
is normally paid.

(f) Donated supplies may include
suoh iteme as expendable equipment.
offioe supplies, la.boratory Bupplies or
workshop and classroom supplies.
Value assessed to donated llupplies in-
oluded in the oosn sharing or matohlng
share shall be reMlonable and shall not
exoeed the fo,lr market value of the
property at the time of the donatdon.

(g) The method used for determining
oost sharing or matohing ;[01' donated
equipment, buildings and land for
whioh title passes to the reoipient may
differ a.ooording to the purpose of the
award, if paragraphs (g)(l) or (g)(2) of
thia seotaon apply.
(1) If the purpose of the award is to

assist the reoipient in the acquisition
of equipment, buildings or la.nd. the
total value of the dons,ted property
may be claimed as cost sharing or
me.toh1ng.
(2)"If the purpoae of the award 12 to

support aotivities that require the UBe
of eltuipment, bulldingB or land, nor-
mally only depreoiation or use oharges
for equipment and buildings may be

462

ATTACHMENT •••••.D .
.PAGE ••••!.';?... OF ••.?J;..PAGES



Office 01the Secretqry, HUD

made. However, the full value of equip-
ment or other oapital assets and fail'
rental ohn.rgea for land may be allowed,
provided that ROD hll-s approved the
oharges.
(h) The value of donated property

shll-ll be detel'lnined in aocordance with
the usUal aocountms' polioies of the 1'13-
oipient, with the following' qUl\,lifioa-
tiona. ,
(1) The value of donated land and

,buildings shall not exceed its fair mar-
ket value at the time of donation to
the reoipient as established P3' an inde-
pendellt Il-ppraiser (e.g', oertifiedreal
property apPl'aiseI' 01' General Servioes
Administl'ation ,representative) and
oertlfied by a responsible offioial of the
reoiPient.
(2) The value of donated equipment

shall not exceed the fair maJ.'ket value
of equipment of the same age and con-
dition at the time of donation.
(S) The value of donated space shall

not exceed the fair relltal value of com-
paa'able space as established by an inde-
pendent appra1saJ Of oomplIJ.'ll.blespace
and fao1l1ties in a privately-owned
building' in the same looality.
(4) The value of loaned equipment

shall not exceed its fair rental value.
(6) The following rsqutrements per-

ta.in to. the reo.ipient'l3 supporting
records :for in-kind oontributions from
third parties,
(i) Volunteer servioes shall be doou-

mented and, to the extent feasible, sup-
ported by the same methods used by
the reoipient fOl' its oWllemployeea.
(U) The basis for determining the

valuation for persona). service, mate-
rial, equipment, buildinga and land
shaJl be documented,

§84..U Program Income.
(I\.)HUn shall app13' the standards set

:fol'th In this seotion in l'equiring reoipl-
ent organizations to account for pro-
gram income l'elated to Pl'ojeots fi-
nanoed :In whole or in part with Federal '
funds,
(b) EXoept as provided in paragraph

(h) of this seotion, pl'O!l"l'am Inoome
earned during' the pl'ojeot pedod Iiliall
be l'etained by the reoipient and, in ac-
oordanoe with HUD regulations 01' the
terms and oonditdons of the award,
shall be used in one 01' more of the
ways listed in the following.

§84.24

(1) Added to funds commrtned to the
projeot b~' HUn and .reoiplent, and ueed
to fUl'ther eligible pI'ojeot or prO!l"l'am
objeotives.
(2) Used to finanoe the non-Federal

share of the projeot or program,
(8) Deducted from the total pI'ojeot 01'

pl'ogl'am allowable oost :Il} determining
the net. allowable ceste on whioh the
Fedel'al share of oosts is based.
(0) 'When ROD authol'izes the disposi-

tion of program income all desoribed in
paragraphs (b)(l) 01' (b)(2) Of this sec-
tion, program income 'in ,exoess of am'
limits stipulated shall be used in ao-
oordanoe with paragraph (b)(8) of this
section.
, (d) In the event that HUn does not
speaify in ita regu).ations 01' the terms
and oonditdons of the awn.rd how pro-
gram moome is to be uaed, plIJ.'agrapb.
(b)(S) of this'seotion shall apply auto-
mati cally to all proiects 01' programs
exoept l'eaearoh. F01' awards that aUD-
port researoh, paragraph (b)(1) of this
section shall apply automatioally un-
less HUD illdiofl.tel; in the terms and
oonditions another alternabive on' the
award or the l'eol.pient js subjeQt to ape-
oial award oondftdons, as indioated in
§84,14.
(6) Unless ROD regulations or the

terms and oonditions of the award pro-
vide otherwtse, reoipients shall ha.vf:!no
obligation to the 'Federal Government
regarding prl,lg'l.'alnincome earned after
the snd of the projeot period.
(f) Ii authorized by HUD regulations

or the terms and oonditioJ1!l of the
award, coats inoident to the gell6ratioll
of pl'ogl'am Income may be deduoted
from lll'OSS income to detel~mine pro-
gram income, provided these costs have
not been aharged to the award.
(g) PI'ooeeda from the sale of Pl'opel'ty

shall be handled in accordance with the
requirements of tlle Property Stand-
ards (See §§84..30,through 84.87).
(h) Unless HUD regulations 01' the

terms and oondtmon of tbe aWaJ.'dPl'O~
vide otherwise, I'eoipients eha]). have no
obligation to the Fedel'al Government,
with respeot to progl'am income eamed
:Ci.'omliaense fees and l'oyalties for
oopyrighted material, patents, patent
applioations, tl'a.demal'kB, and inven-
tions produced un del' an a.wal'd. How-
ever, Patent and Tl'ademal'k Amend-
ments (S5 u,s.a, 18) apply to inventions
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made under an experimental, develop-
mental, or research award.

§84.26 Revlslon of budget and pro,
gram plans. .

(a) The budget plan is the finanolal
expression of the projeot or program fill
approved during the award prooess. It
may Include either the Federal and
non-Federal share, or only the Federal
ebare, depending upon liUD require-
ments. It shall be rela.ted to perform-
ance for program evaJuatlon purposes
whenever a.ppropriate. .
(b) Reoipients are required to report

deviations from budget and program
plans, and request prior approvals for
budget and program plan revisions, in
accordance with this seotlon.
(0) For nonoonetruotion a.wa.rdB, re-

olplents shai1 request prior approvalB
from HUD for one or more of the fol-
lowing program or budget related rea-
sons.
(1) Ohange in the scope or the obiec-

tlve of the projeot or program (even If
there is no fIllBooiated budget revision
requiring prior written approval).
(2) Ohange in a. key personapeoified

in the applioa.tion or award dooument.
(8) The absence for more than three

months, or a '25 percent reduotion in
time devoted to the projeot, by the ap-
proved projeot direotor or prlnoipa,l In-
vestigator.
(4) The need for addltiona.l Federal

funding. .
(6) The transfer of amounts budgeted

for indireot costs to Absorb tnoreasea in
direot costs, or vice versa, if approval
ia required by llU'D.
(6) The Inclusion, unless wll"ived by

HUD, of costs that require pl'1or ap-
provaJ in aocordanoe with OMB all'-
cular .A-21, "Oost Prinoiples' for f11st1-
tutdons of Higher lllduoll,tlon. \I am
Ciroular A-122, "OOBt Principles for
Non-Profit Organizations," or 45 OFR
part 74 Appendix lll, "Prinoiples for De-
termining Oosts Applioable to Resell.roh
and Development under Grants and
Oontraots with Hospita.ls," or 48 OFR
part 81, "Oontract Oost Prmciples and
Prooedures," as applioabls.
(7) The tra.nsrer of funda allotted for

training allowanoes (direot pa.yment to
trainees) to other oategories of ex-
pense.

24 CFRSubtllle A (4-1-11 Edition)

(8) Unless desoribed in the a.ppl1oa-
tion and funded in the apPl'ovec1
awards, the suba.ward, transfer 01' con-
traotlng out of any work under an
award. This provision does not apply to
the purohllJle 01' supplies, material,
equipment or general support eervioes.
(6) No other prior approval require-

ments for speolfio items may be Im-
posed unleea a devia.tion haa been ap-
proved by.aMB.
(e) Exoept fol' requirements listed In

paragraphs (0)(1) and (0)(4) of this sec-
tion, HUD is authorized, at ita option,
to waive ooat-related and administra-
tive prior written approvalB required
by Ciroular A-110 and OMB OJroulara
A-21 a.nd A-12~. Suoh waivers may in-
elude authorizing reoipients to do any
one or more of the following.
(1) Inour pre-award oosts 90 calendar

da.ys prior to award or more than 90
oalendar da.ys with the prior a.pproval
of HUD. All pre-award costs are in-
ourred a.t the reoipient's risk (i.e., HUD
is under no obligation to reimburse
such oosts if for any reaaon the recipi-
ent does not reoeive an award or 1f the
award is less than antiolpa.ted and in-
adequate to oover suoh oosts).
(2) Initiate a one-time extension of

the expiration date or the aWllJ'd of up
to 12 months unless one or more of the
following oonditions apply. For one-
time extensions, the reoipient must no-
tify HUD in writing with the sup-
porting rea.sons and revised expiration
date at least 10 dll"yabefore the expira-
tion da.te speoified in the award. This
one-time extension ma.y not be exer-
oised merely fOl' the purpose of using
unobligated balances. .
(1) The terme and oonditions of award

prohibit the extension.
(11)The extension requires additional

Federal funds.
(iii) The e:l(tension involves a.ny

ohange in the a.pproved objectives or
soope of the proleot,
(S) da.rry forwa.rd unobligated bal-

anoes to subssquenb fUnding periods.
(4) For awards thJl,t support research,

unless HOD provides otherwise in
RUDIs regulatiOns, the pr101' approval
requirements desoribed in pa.ragraph
(e) of this seotion are a.utomatioally
waived (i.e., reolpients need not obtain
auob prior approvals) unless one of the
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oonditaona inoluded in pal'agJ.'aph (e)(2)
of thia section applies,
(f) lIOD may, at its option, restrict

the transfer of funds among dlreot oost
oategories or programs, functdone and
actiVities for awards in whioh the Fed-
eral share of the projeot exceeds
$100,000 and the cumulative amount of
suoh tl'allsfers exceeds 01' Is exPeoted to
exoeed 10 peroent of the total pudget as
last apP1'oveq py mm. HOP shaJI not
pe;rmit a tratiSl.'el' that would cause any
~ederal a.ppropriation or part thereof
to be used for purposes other than
those ooneistent with the original in-
tent or the apP1'opl'iatlon, .
(g) All other changes to nonoonstruo-

tion budgets, sxcepf for the changes de-
seribed in pa.ra,,""taph(j) of this seotion,
do not require prior approval.
(h) For oonstruotion awards, reoipl.

ents 8haJ1 request prior written ap-
proval promptly from HOD for budget
rsvistons whenever pa.ragraphs (11)(1),
(h)(2) or (h)(8) of this seotdon apply.
(1) The rev:ieion results from ohanges

in the scope 01' the obiectdve of the
projeot 01' program,
. (2) The need lU'ises for additional

_ !Federa.l :funds to complete tlle projeot.
(8) A -revision is desired whioh in-

volves speoifio oosts for whioh priol'
written approval requil'elnents may be
iUlposed oonsistent with applioable
OMB .oost prinoiples listed in §8U7.
(1) No otllel' prior approval require-

mente for speoifio items ma.y be im-
posed unless a deviation has been ap-
proved by OMB.
(j) When HUD makes an award tbat

provides support for both oonstruotion
and nonconstruotdon work, lIOD may
require tlle reoipient to request prlor
a.pproval from HOD befol'e makin.g any
fund 01' budget tra.llsfers betwElen the
two types Ofwork supported.
(k) For }:loth oonstruotdon and non-

coaetruotton aWards, HOD shall require
l'eoipients to notify HOD in wl'lt1ng
promptl3' whenever the amount of Fed-
.eral authorized funds is expeoted to ex-
oeed the needs of the reoiplent fOl' the
projeot 1)e1'io(1by more than $6000 or
five percent of the Federal award,
whichever is grel1.tel·. This notifioation
Ilhl\.11not be requll.'ed if an aPlllioa.tlon
for additional fundillg' is submitted 1'01'
a.oontinuation award.

§84.26

(1) When requesting aPP1'oval for
pudget revisione, raotpients shall use
the budget :forms tllat were used in the
applioation unless HOD 1nd10ates a Jet-
.tel' of request su!Aoes. .
(m) Within 30 oalendar; days from the

date of reoeipt o~the request for budg-
et revisions, HUD shall review the re-
quest and notifY the reoipient whether
the budget reVisions have been ap-
proved. If the reVision ill st1l1 under

. oonalderatdon at the end of 30 oalendM'
days, HOD shall Inform the reoipient in
writing of the date when the ;reoipient
may expect the deoision.

§84,26 NDn·Federal audits.
(a) Reoipients and subreoipients that

are institutions of higher eduoatdon or
other non-profit organiza.tion (inolud-
ing hOllpitalll) shall be subjeot to the
audit requirementa conbained in the
Single .Audit Aot Amendments of 1996
(81 U.S.d. 7601-7607) and revised OMB
01roula.rA-l83, "Aud1tll of States,
Looal Governments, a.nd Non-Profit Or-
ganizations. "

(1) Non-profit Drganizll.tions Buj)jeot
to regulations in the pa.rt 200 and part
BOO series of this title whioh reosive
awards subjeot to part 84 shall oomply
With the audit requirements of revised
OMB Ciroular A-laS, "Audits of States,
Looal Governments, and Non-Profit Or-
ganizations." For HUn prOg'rams, a
non-profit organization is the mort-
gagel' or owner (as these terms are de-
fined in the :regula.tions in the part 200
and part BOO series) a.nd not a related or
affiliated organization 01' entity.c:~)!.Reserved)
(p) State and Iooal governments ehall

be Bubjeot to the audit requirements
oontained in the Single Audit Aot
Amendments of 19116 (81 U.S,O. 7601-
'1607) a.nd revised OMB 01roullU' .A-188,
".Audits or States, Looal Governments,
and Non-Profit Ol'grotizations."
(0) For-profit hospita.ls not covered

by the audit provisions Of l'evised OMJ3
Olroular .A-133 shall be 6u}:ljeot to the
audit requfrements of the Fedel'al
awe.rding agenoies,
(d) Oommercial orga.nizat1ons Ilhall

be subjeot to the audit requirements of
lIUD or the pr4ne reoipient as incor-
pOl'ated into the awal'~ dooument.
[69 FR 47011, Sopt. 13. 1994, aa amended at 62
FR 61617, Nov.16. 1997)
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§84.27

§84.27 Allowable costs.
For each kind of reoipient, there ie a

set of Federal prinolples for deter-
mining allowable ooste.Allowabilitv of
oostsshall be determined in accord-
ance with the cost prinoiples applloable
to the entity inourrlng the oosts. Thus.
allowability of oosts inourred by State,
local 01' federMly-reoognil!led Indian
tribal governments is determined in
accordance with the proviaions of OMB
Oiroular A-87. "Dost Prinoiples for
State and LooaJ Governments." The al.'
lowability of oosts incurred by non-
profit organizations is determined In
accordance with the provisions of OMB
Oiroular A-122, "Oost Prinoiples for
Non-Profit Organizations." The allow-
ab111ty of oosts inourred by institutions
of hill'her educatnon is determined in
aooordance with the provtsfons of OMB
OiroUlar A-21, "Oost Prinoiples for
Eduoational Institutions." The allow-
ability of oosts inourrad by hospitals ill
determined In acoordanoe with the pro-
visions of Appendix E of 46 OFR part '14.
"Prlnoiples for Determining ooste Ap-
p1Joable to Ressar·oh and Development
U,nder Grants and Oontraots with Hos-
pitals. II The allowability of costa in-
ourred by commercial organizations
and those non-profit organizatlonrlllst-
ed in Attaohment 0 to Ciroular A-122 is
determined in acoordanoa with the pro-
Visions of the Federal Aoquisition B,eg-
ulatlon (FAR) at 4BOFR part 81.

§84.28 Period of availability of funds.
Where a funding period Is speoified, 'I\.

reoipient, may (lhlU'ge to the grant only
allowable costa resUlting from obliga-
tions inourred during the funding pe-
riod and any pre-award costs author-
ized byHUD.

PROPJ.ilRTY STANDARDS

§84.80 Ptn'Pose of property standards.
Beotdons 84.31 through B!l.87 set forth

uniform standards governing manase-
ment and dispOSition of property fur-
nisbed by the Federal Government
whose cost was oharged to a projeot
supported by a F~deral award. H'OD
shall require reoipients to observe
these atan<l.ards under awards and shall
not impoll9 additional requirements,
unless speoifioally required by Federal
statute. The reolplent may use its own

24 CFR Subtllle A (4-1-.11 Edlllon)

property management lltandal'ds and
procedures provided It observes the
provisions of §§M.81 through 84.3'7.

§84,81 Ineuranee lJ,ovel'llge.
Reolpients Shall, a.t a. minimum. pro-

vide the equivalent Insurance ooverage
for real property ana equipment ac-
quired with FederAl funds as provided
to property owned by the reolpient.
Federally-owned property need not be
insure(l unless required by the terms
and oonditlons of the "ward.

§84.82. Real property.
BUD presorlbes the following require-

ments for reoipients oonoerning the use
and dispoeition of real property ao-
quired in whole or in part under
awards:
'(a) Title to real property shall vest in

the reoiplent subjeot to the eondrtton
that the reoiplent shall, use the real
property for the authorized purpose of
the projeot as long as it is needed and,
shall not encumber the property with-
out approval of ROD.

(b) The reoipient shall obtain written
approval by HOD for the use or real
property in other t'ederaUy-~ponsoX'ed
projeots when the reoipient determines
that the property Ie no longer needed
for the purpose of ~he orIginal projeot.
Use in other projeots s:b.all bs limited
to those under federally-sponsored
.projeots (i.e., awards) or programs that
have purposes oonststent with those
authorized for support by HUD.
(0) When the real property Is no

longer needed as provided in para-
graphs (a) and (b) of this seotion, the
reoipient allall request disposition In-
structions from 1tUD or its successor
Federal awarding agenoy. HUD shl\J.I
observe one 01' more of the following
disposition instru.otions.

(1) The reoipient may be permitted to
retain title without further obligation
to the ;Federal Government after it
compensates the Federal Government
for that peroentage of the ourrant fair
mlU'ket value 01: the property attrib-
ute,ble to the Federal partioipation in
the projeot.
(2) The reoipient may be direoted to

sen the property lUlaer guidelines pro-
vided by HOD ~d pay the Federal Gov-
ernment for that peroenta,ge of the our-
rent fair market value of the property
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attl'iput(l.ble to the Federal plU'ticipl1.-
tion in the project (a.ftel~deduotmg' ac-
tual and reasonable selling and fix-up
expeneee, if 1U1Y,:from the sales 1'1'0-
ceeds), 'When the reoipienf is author-
ized or required to sell the property,
propel' sales prooedures shall be estab-
lished that provide for oompatitlon to
the extent p1's.otioa.ble and result in the
higheat possible return.
(3) The reoipient may be direoted to

tra.nafer 'title to the property to the
Federal Government or to an eligible
third party provided that, in such
casea, the reoipient'ahall be entitled to
oompensation fOl' ita attl'ibutabl~ per-
oentage I of the ourrent fair market
value of the property,

§84,88 Federally.owned and exempt
property.

(a.) )i'(lderallV-ciwned :property. (1) Title
to federaIJy-owned property remains
vested in the Federal Government. Re-
oipients sball submit annua.lly an in-
ventory . listing of federally-owned
property in their o~tody to HOD.
Upon completdori of the a.ward ()l' when
the property is no langel' Meded, the
recipient shall report the property to'

, HUD for fo.rther HOD utilization.
(2) If HOD has no further need foJ.'the

property, it shall be (l.eo1ar8d excess
and reported to the General Servioes
Administration, unlesa HOD has statu-
tory authority to dispose of th'i' prop-
erty by alternative'methods (e;g., the
authority proVid,ed by the" Federal
Teohnology Tl'ansfer .Aot (16U.S.D. 3710
(I» ,to donate l'eseal'oll equipment to
eduoationp,l and nOll-Profit organiza-
tions in accordance with E.O; 12021,
"Improving Matbematios and Soienoe
Eduoation in SUPPol't of the National
Eduoation Goals.") Appropriate in-
struotdcna shall be issued to the rsoipl-
entb~tHOD.
(P~ Exempt J}1·OPIlltJ/. When statuto~'

autliorit~t exists, HOD has the option
to vest title to propel't~T aoquired with
Federal funds in the reoipient without
flU'ther obl1gation to the Federal Gov-
ernment and undel' oonditions HUD
oonsiders appropriate, Suoh property:ls
"exempt property." Should HOD not
estn.bllsh oO)lditions, title to exempt
pl'Opel'ty upon acquisitdon shp,l1vest in
the recipient 'without flU'theI' obliga-
tion to the Federal Government.

§84.34

§84.84 Equipment.
(a) Title to equipment aoquired b3' a

recipient with Federal funds shall vest
in the reoipient, subjeot to conditdons
of this eeotion.
(b) The l'eolpient aha.ll not use equip-

ment aoquired with Federal funda to
provide servloes to non-Federal outside
orglUlillations fOl' a fee that is less than
private oomplUl1es oharge tOl' equiva-
lent servtcee, unltlss speoifioally au-
tho1'1l1edby Fedel'al sta.tute, for as long
as the Federal Government retains an
interest in the equipment.
(0) The recipient sball use the equip"

msnt in the projeot or program for
whioh it was aoquired as long as need-
Eld,whother 01' not the projeot 01' pro-
gram oontdnnes to be supported.b3' Fed-
eral funils and shall 110t encumber the
equipment without apPl'oval of HUD.
When the equipment is no 10ngel' need-
ed for the olig1nal projeot or prog'l'am,
the reoipient shall use the equipment
in oonneotion with its other federally-
spOlll3ol'ed MtiVities, in the following
order of priol'1ty: '
(1) AotiVities, sponsored by' HOD

whioh funded the original projeotj then
(2) Aotivities sponsored by other Fed-

eral awarding agenoies.
(d) During the time that equipment

is used on the projeot or program for
whioh it was aoquired, the, l'eoipient
shall make it avallable for use on other
projeots or programll 1:.1.'suoh otber use
will not interfere with the work 011 the
projeot or program for whioh the equip-
ment was Ol'lginally acquired, First
preferenoe fOl' such other use shall be
given to other projeots or programs
sponsored by HOD tbat finanoed the
equipment; second preferenoe shall be
given to projeots 01' programe spon-
aoreil b3' other Feilel'al awarding aglln-
ores, If the eC1uipment is owned by the
Federal Government, UBe on other 0.0-
tivities not sponsored by the Fedel'a.l
Government shall be permiaBible if au-
thorized by HUD. User oharges shal; be
treated as prog'l'am income,
(e) When aoquirmg' replaoemenf

eqUipment, the reoil)ient maj' use the
equipment to be replaced as trade-in 01'
sell the equipment and use the p1'O-
OBedato offset the costs of the replace-
ment equipment subjeot to the ap-
proval of HUD,
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(f) The reoiplent'a property manase-
ment standards for equipment aoquired
with Federal funds and federally-owned
equipment shall inolude an of the fol·
lowing.
(1)Equipment reocrda shall be main-

tamed ll.Ooul'a,telya,ndahallinolude the
following'information.
(1)A desorlption of the equipment.
(it) ManufAoturer's serial number,

model number, Federal stook number,
national stock number, or other identi.
fioatlon number.
(111)Souroe of the equipment, inolud-

ing the aWardnumber.
(lv) Whether title vests In the reoipi-

ent or the Federa,)Government.
(v) Aoquisit1on dat.e (or da,te reo

oelved, if the equipment was furnished
by the Federal Government) and cost,
(vi) Information from whioh one can

calculate the peroentage of Federal
partioipatioI\ in the oosb of the equip-
ment (not applicable to equipment fur-
nished by the Federal Government).
(vii) Looation and oondition of the

equipment and the date the informa-
tion was reported.
(viii) Unit aoqutsttton cost.
(ix) Ultimate dispollition data, in-

oluding date of dieposal and sales prioe
or the method used to determine our-
rent fail' market value where a reoipi-
ent oompenaateaHOD for its share.
(2) Equipment owned by the Federal

Government shall be identified to indi-
eate FedereJ ownel'l;lhip.
(3)A pbysioll.llnventory of equipment

she.Jl be taken and the results. reo-
onoiled wi~h the equipment recorda at
reast once every two yearll. Any dif-
ferences between quantities deter-
mined by the physioal inspectdon and
those shown in the acoounting records
shall be investigated to determine the
oauses of the differenoe. The reOipient
shall, in oonneotion with the inven-
tory, verify the exlstenoe, current uti-
lization, and oontlnued need for the
equipment.
(4)A oontrol system shall be in effeot

to lnaure adequate aaieguards to pre-
vent loss, damage, or theft of the
equipment. Any loss, damage, or theft
of equipment shall be investigated and
fully documented: i1the equipment was
owned by the Federal Government, the
reoipient shall promptly notify HUD.

24 CFR Subtllle A (4-1-11 Edillon)

(6)Adequate maintenance prooedures
shall be implemented to keep the
equipment 1n good oondition.
(6)Where the reoipient ie authorized

or required to sell the equipment, prop-
er sales prooedures llhall be established
whioh provide for oompetltlon to the
extent praotioable and result In the
highest possible return.
(li) When the reoipient no longer

needs the equipment, the equipment
may be used fOr other activities in ao-
oordanoe with the following standards.
For equipment with a ourrent pel' unit
fair market value of $6000or more, the
reoipient may retain the equipment for
other uees provided that compeneatton
1s made to HOD or its sucoesaor, The
amount of oompensatdon shall be com-
puted by a.pplying the percentage of
Federa,) partioillation in the cost of the
original projeot or program to the our-
rent fair market value of the equip-
ment. If the reoipient has no need for
the equipment, the reoipient shall re-
quest d1spollition. inetruotions from
HOD. HUn shall d~termine whe.ther the
equipment can be ueed to meet HUD's
requirements. If no requirement exists
within HOD, the I\.ve,ilability.of the
equipment sJlall be reported to the
General ServioBS Adm1nlstra.tlon by
HOD to determine whether a require-
ment for the equipment exists 1n other
Federal agenoles. HUD shall issue In-
struotione .to the reoiplen~ ne later
than 120oalendar; aa.ys e..1.'tarthe reolpi-
ent's request and the following prooe-
dures shall govern.
(1) If so instrupted or if I11sposltlo11

instruotions are not Issued within 120
oalendar da.YBafber the l'eolplent'o re-
quest, the reoiplent shall sell the
equipment and reimburse HOD an
amount oomputed by applying to the
sales prooeede the paroentage of :Fed-
eral participation in the oost of the
original projeot or program. However,
the reoiplent shall be permitted to de-
duot and reta.in from the Federal share
$600or ten peroent of the proceeds,
whiohever is less, for the reoipient's
selling and handling expenees,
(2) If the 1'eolplent is instruoted to

sbip the equipment elsewhere, the re-
olpient shall be reimbursed by the Fed-
eral Government by an amount whioh
Is oomputed by applying the percent»
age of the reoipient'!; pa,rtioipation in
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the cQst of the originaJ. pl'Ojeot or pro-
gram to the ourl'ent fail' n1l1J.'ketvalue
of the equipment, plus any reasonable
shipping' or interim storage coste in-
curred.
(8) If the recipient is instJ:ucted to

otherwise o.181J08eof the equipment, the
reoipient shall be reimbursed by' HOD
:for auoh costa 1nour1'ed in its dieposi-
tion.
(4) HUD may reserve the :Light to

transfel' the title to the Federal Gov~
ernment or to' a .thil'd party named by
the Federal Govel'nmlmt when suoh
thicd party ill otherwise eligible under
existing statutes. Suoh trlUlsfer' Shall
be subjeot to the following standards.
(1) The equipment shall be appro-

priately identified in the award or obu-
erwise made known to ihe reoipient in
writing.
(U) BUD ahaJl iSBue disposition in-

struotdons within 120 op,lendar days
after reoeipt of p, final inventol'Y. The
f1nM 1nventory shall Jist all equipment
e,oqUired with grant funds and feder-
filly-ow.u.ed equipment. If HUn fails to
issue ,disposition instruotions within
the 120 calendar day period, the recipi-
ent shall apply the standards of this
section, all appropriate.
(iii) When HOD exerotaea ~ts l;lght to

:' take title, the equipment ahall be sub-
jeot to the provisions for federaHY-
owned equipment,

§84,85 Supplies lind other expendable
pI.'operty.

(a) Title to suppliee and other ex-
pendable 'property shall vest in the re-
Qipient upon a.oquisition. I;r there is a
residual inventory of unused supplies
exoeeding $5000 in total aggregate
value U1Jontermination 01' cOlupletlo11
of the projeot oi.' Pl'Og'l'am and the sup-
plies are not needed fo~' any other fed-
erall~'.sPollllo1'ed projeot 01' program,
the reoipient shall retain the suppliea
for uae on llon-Federal sponsored ao-
tivities or 'sell thet:U, but shall, in ei-
ther case, compensate the Federal Gov-
ernment fOl' its share. The amount of
oompenaatlon shall be computed in the
same meaner all fOl' equipment,
(b) The l'eoipient sbflll not use sup-

plies aoquired with Federal funds to
provide services to non-Fedel'al outside
orgau.1l1atiollllfor a fee that is less tban
pdvate oompaniea oharge for squiva-

§84.36

lent servtoes, uniass speoifioall.' au-
thorized by Federal statute, as long IUl
the Fadel'a.] Government reta.ins all in-
terest in the aupplies.

§84.86 lntangible property,
(a) The recrplent may copyright any

work that ta Bubjeot to oopyrig'bt and
WIUl developed, 01' for whioh ownership
WIUl purobased, under an award, HOD
reserves a royalty-free, nonexclusive
and irrevooa.ble right to reproduce,
publish, or otherwise use the work for
Federi\.l purposes, and to authorize oth-
ers to do BO.
(b) Reoipienta are flubjeot to applioa-

ble regulations gov.erniJl8' pll.tents and
inventions, 1noluding' government-wide
regulations issued by the Departmellt
(j1'; commerce at 8'7 OFR plU't 401,
"Rigbts to Inventions Made by Non-
profit Ol'ganillatioxls and Small BUBi~
ness Firlns Under Government Grants,
Oontraots and Ooope~ative' .Agree-
menta." .
(c) HUn has ~e right to:
(1) Obtain, :r:eproduoe, publish 01' otli-

erwise use the data fuat produced
Ullder an award; !l-l1d
(2) Authorize others to receive, repro-

duoe, Jlublish, 01' obherwise use suoh
data fOl'HOD PUl.'POSBS.
(d)(l) In addition, in response to a

Freedom of Infol'mllotion AO~(FOIA) l'e-
quest for research data relating to pup-
Iished reaearoa findings produced under
an award tbat were used by RUD in de-
veloping an ageno;\' acbion that has the
foroB and effeot o:f law, RUD allall re-
quest, and the l'eoipient ahall provide,
within a. reasonable time, tbe rssearoh
data eo that they can be made avail-
able to the ,publio through the proce-
dures established under' the FOIA, If
HOD obtains the reaearon data solely
in response to a FOIA request, HOD
may Ohal'ge the requester a reasonable
fee equaling the full incremental oost
or obtaining the research data. This fee
should refieot costs mourretl b~'RUD,
tbe l'eoipient, and appltcable subreelpi-
ents. This fee is in addition to any fees
HOD maY asSBSS' under the FOIA (5
U.S.C.662(a)(4)(A».
(2) 'l'he following definitions apply

for purposea of.thls paragraph (d):
(1) Reseal'ch data is defil1ed ail the re-

cOl'ded faotual material oommoniv M-
oelJted in the soientific oommunttv as
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neoessary to valldate research findings,
but not any of the following: preltmi-
llary analyses,' W.'Mtllof lloiimtii'io pa-
pere, plans for futlU'e research, peer re-
views, or oommunlcatdons with 001-
leagues, This "recorded" material ex-
cludes physioal objeots (e.g" lll.boratory
samples), Researoh data also do not in-
elude:
(A) Trade aeorete, oommeroia.} infor-

mation, materials neoellsary to be held
oonfidential by a researcher until they
are pu.blished, or slmllll.l' information
which is proteoted under law: and
(E) Personnel and medioal informa-

tion and slmUe.r Information the diB-
closure of whioh would oonsnitube II.
olearly unwarranted invasion of per-
sonal privaoy, such as infomiation that
coutd be UIled to identify a partioular
person in a research study.
(ii) Published is defined a.s either

when:' ,
(A) Research findi~ are published

in a peer-reviewed Boientifio or tech-
nioal journal: or
(B) HOD publioly and offioiil.lly oites

the researoh finding'S in support of an
agenoy action that has the foroe and
effeot of law.
(Ui) Used by HUD in developing an

agency aotion that has the /oroe and e/-
feot of law is defined as when lfOD pub-
lioly and offioially oites the researoh
findings in support of an agenOY aotion
that has the foroe and effeot of law.
(e) Title to intangible property and

debt instruments aoquired under an
award or Bubaward vests upon acquisi-
tion in the recdpient, The reoipient
shall use that property for the 01'11:'1-
nally-authorized purpose, and the re-
oipient shall not encumber the prop-
erty without approvaJ. of HUD. When no
longer needed for the originally au-
tllorilled purpose, dieposition of the In-
tangible property shall ooour in accord-
anoe with the provisions of §84.34(g),
[69 FR 47011, Sept, 13, 1994, a$ nmended at 66
FR 80499,May 11, 2000]

§84.87 Property trust relationship.
Real property, equipment, intangible

property and debt instruments that are
aoquired or improved with Federal
funds shall be held in trust by the re-
oipient as trustee for the benefioiaries
of the projeot or progra.m under whioh
the property was aoquired or improved,

24 CFRSubtitle A (4-1-1 1 Edition)

HUD may require reoipients to record
liens 01' other appropriate notices of
record to indioate that psrsonal or real
property has been aoquired or improved
with Federal funds and that UBe and
disposition oonditdons apply to the
property.

PROOURIilMlDN'I' S'rllNDARDS

§84.40 Purpose of proourement stand-
ards, ,

Seotions 84.41 through 84.48 set forth .
sta.ndards for use by recipients in es·
tablishing prooedures for the procure-
ment of supplies and othel' e"pandabJe
property, equipment, real property and
other servioes with Federa.l funds,
Thes'a standards are fnrniohad to en-
sure that suob mll.terials and servtoea
areobtll.1nad in an effeotive manner
lI-ndin oomplfance with tho provisions
of a.ppl1oable Federal atatutea a.nd ex-
eoutive orders. No additional procure-
ment stfW,dardll or requirements shall
be imposed by HOD upon reolpients,
unless speoifioally required by Federal
eta.tute or exeoutnve order or approved
bYOMB. .

§8'il.41 Reoipient responsibilities.
The standards oontained in this sec-

tion do not relieve the reolpient of the
oontractual responslb1l1tles e.rislng
under its oontract(s). The reoipient is
the responsible authority, without reo
OOlU'S6to HU:o, regarding tbe settle-
ment and satisfaction of all ecnteac-
tUll-l and administrative issues ariSing
out of proourements entered into in
support of an awe.rd or other agree-
ment. This Inoludes diBllutes, olalma,
protests of award, source evaluation or
other matters of a oontraotual nature,
Matters oonoerntng violation of statute
are to be referred to such Federal,
state or Iocal authOrity as may have
proper jurisdiotion.

§84.42 Codes of conduot.
The reoipient shall maintain written

eta.ndD.rdll of oonduot governing the
performance of its employees engaged
in the award and administration of
contracts, No employee, offloer, or
agent shall pe.rt1oipate in the seleotion,
award, or administration of a. contract
aupported by Federal funds if a rea] or
apparent confiiot of interest would be
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involved, Suoh a. oonfliot would ariee
when the employee, offioer, 01' agent,
any member. of his or her immediate
fam1l3', his 01' her pa-rtner, or an orga-
nization which employs 01' is about to
employ any of the pal'ties indioated
herein, hae a finanoial or other intel'est
In the firm seleoted for an award, 'l'he
offioers, employees, wd agents of the
reoipient shall neithe1' sOlioit nor ac-
oept gra.tulties, favors, 01' anything o~
monetary value A'om conteaobors, 01'
parties to subag'l'eementll, However, re-
oipients .may set standlU'dB f01' slnua-
tiona In whioh the fltl,anoial intel'ellt Is
not sUbstantial 01' the gift Is au unso-
lioited item of nominal value, '!'he
Iltalldards of oonduot shall proviq,e for·
disoiplinary aotions to be applied for
violations of suon standat'ds by offi-
cere, employees, or agents of the re-
oipient. .

§84.48 Competition.
.All procurement transll.otions shall

be oonduoted in a manner to provide,
to the maximum extent praotdoal, open
and free oompetition. '!'he l'eoipient
shall be alert to orgauizationaJ eon-
fliots of interest as well as nonoompetd-
tive pr~otioes among oontraotors that
may.restriot or eliminate oompetrtton
Of otherwiserestl'ain tt'ade, In order to
ensure oblectdve eontraouor perform-
anoe and eliminate unfair competitive
advantage, connraotore that develop or
draft speoifioations, requirements,
statements of work, invitations for
bids and/or requ611ts for pl'opoeals shall
be exoluded from oompeting for such
proouremente, AWal'ds shall be made to
the bidder 01' ofierol' whose bid 01' orrer
is responsive to the solioitation and is
most adValltageouB to the r,eolpient,
pl'ioe, quality and other faotol's oonsid-
ered, T.he other factors shall inolude
the bldder'll 01' offeror's compltanoe
with Section S of the Bousing' atld
Urban Development Act of laBB (12
u.s,a. 1'101u), hereafter l'eff31'red to as
"Seotioll 3." Seotion S provides thli\,t, to
the gl'eatsat extent feasible, alld eon-
sistent wi.th existulg Federal, State,
and 10011.1 laws,' and l'egulatlollS, eoo·
nomic opportunities genel'ated bJ' cer-
tain HOD finallOial assistanoe shall be
du'eoted to low- and very low-income
persons. Solioitations shall 01eal'13' eet
fOI'th all requirements' that the biddel'

§84.44

01' offel'or shall fulfill in ordel' for the
bid 01' offer to be evaluated bJTthe re-
otpient; Any and aJl bids or offers may
be I'ejeoted when it is in 1ihereolpient's
l.ntel'est to do so.

* 84.•.u Procurement, procedures.
(a) .Alll'eoipiellts shall establish wrdt-

ten procurement procedures, 'l'hese
prooedures lihall proVide for, at a min-
imum, thll.t paragraphe (13.)(1), (0,)(2)and
(11.)(3) of this seotion apply.' '

(1) Reoipients avoid pUl'chasing un-
neoessary itema. . .
(2) Where a.pproprl~te, all analysis is

made of lease and purohaae altel'-
natives to determine whioh would be
the most eoonomioaJ and practioal 1'1'0-
ourernent for the Feaeral Govermilent.
(3) Solioltations:fbr goods and serv-

Ices provide for a.11of the followinlr.
(i) A clear and accurate desoription

of the teohnioal requirements i'0l' the
material, produot or service to be 1'1'0-
cured. In oompatitivll proourementa,
such adesoription ShaJl not contain
features which uuduly restrict com-
petition. .

,<11) Requirements wllloh the bidder!
o~eror muan fulfill and all other fao-
tors to be used in evaluating bids or
Pl'OPOSaJs.
. (iii) A. desoription, whenever prao-
tloable, of teohn1oal requirements in
terms of :fUnotions to be performed or
performanoe required, inoluding the
range of aooeptable oharaoteristios 01'
, minimum acceptable stwdards.

(iv) The Bpeoifio features of "brand
name 01' equal" descl'iptiollll that bid-
del'S ere required to meet when auoh
items !l.l'eincluded in the solioitation.

(v) The acceptance, to the extent
pJ:aotioable and economically feasiple,
of products a.nd services dimensioned in
. the metrio system of maasursment,

(vi) Pl'eferenoe, to the extent prao-
tioable and economically feasiblel fOl'
pl'oduots and servtoea that conserve
natural resources and pI'oteot the envi-
ronment and are enel'g'3' effiolent.
(b) Positive efforts Shall be made by

reotpisnts to util:lze small businesses,
minorltv-owned ±'ii'ms, ahd women's
business enterprdses, whenever pos-
sible. Reoipients of Fedel'al awards
shall take aJl of the following steps to
further this goal.
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(1) Ensure that small businesses, mi-
norlty-ownElc firms, and women's busi-
ness enterprises are uBed to the fullest
extent prMtio9.ble.

(2) Make information on forthooming-
opportunities available and arrange
time frames for pll,1'ohaeeB and oon-
tractB to encourage and I.'aoilltate par-
tioipatlon by small businesses, minor-
Ity-ownlld firms, and women's business
enterprises.

(3) donaider In the oontraot process
whether firms oompeting for larger
oontre.ots Intend to suboontraot with
smal) businesses, minority-owned
firma, and women's business enter-
prises.

(4.) l!lnoourAg'e oontraotlng with eon-
sortlums of small businesses, minority-
owned firms and women's business en~
terprlaea when a oontraot is .too large
for one of these firma to handle individ-
ually.
(6) Use the servioes and assletanoe, as

appropriate, of such orga.nlzations e.;a
the Small Buameas Administration and
the Depa.rtment of Oommeroe'aMfnor-
ity Business Development Agenoy in
the solioitation and utilization of
ema.l1businessee, minority-owned firms
and women's bualness enterprises.
(0) The tYJlElof proouring instruments

used (e.g" fixed prloe oontraots, oosn
reimbursable oontrMts, purohase or-
dere, MId jnoentlve oontraots) shall be
determined by the reolpient but eha.ll
be appropriate for the partioular pro-
ourement and for promoting the best
Interest of the, program or projeot in-
volved. The "oost-pluB-a-peroentage-of-
cosb" or "peroentage of oonstruotion
oost" methode of oontraotlng shall not
be used.
(d) Oontraots shalJ be made only with

responaible contractors who possess
the potential ability to perform suo-
oessfully under the terms and oondi-
tiona of the proposed procurement,
Oonsideration shall be !riven to suoh
matters as contractor integrity; com-
plianoe with publio polioy, inoluding,
where a.pplloable, Seotlon S of the
Bousing and Urban Development Aot of
1968 (12 U.S.d. 1'701u); record of past
performanoe; a.nd finanoial and teoh-
nioal resourcea or aooessiblUty to other
neoessary resouroea, In oertain otr-
oumstanees, oontraots with oertain
parties are restrioted by Irnplementa-

24 CFRSubtitle A (4-1-1 I Edlllon)

tlon of Exeoutive Orders 12649 and
12689, "Dabal'ment a-nd Suspension, II at'
2 OF.Rpa,rt 2424.
(e) Reoipients aha-Il, on request, make

available for the Federa.l awarding'
agenoy, pre-award review and procure-
ment dcoumente, suoh as requests 1'01'
proposals or invitations for bids, Inde-
pendent ooat estim9.tes, eto., when any
of the following oonditlone Ilopply.

(1) Areolpient'a procurement prooe-
dures or operation fp,ils to oomply with
the procurement atl\,ndards in HUD'e
implementation of Oirou}a,rb'llO. .

(2) The proourement 1s expeoted to
exceed 3100,000 or the small purchase
threshold fixed at 41· U.S.d. 4.08 (11),
whichever ia greater, and is to be
awarded without oompetdtdon or only
one bid or offer ie received in response
to a soltoltatdon.
(3) The procurement, whioh Is ex-

peoted to exoeed the sma,ll purohase
threshold. speontea a. "brand name"
product,
(4) The proposed I\.wa.rd over the

small purchase tbreshold is to be
awarded to other than the apparent
low bidder under I\.sea}ed bid procure-
ment.
,(6) A. proposed oontraot modifioation

oh!U)ges the scope of a. oontract or in-
oreasee the contract a.mount by more
tha.n the amount of the small purohase
thr'eshold.
[69 FR 47011.Sept. 18, 1994.as amended at ~2
FR 78492.Dec; 2~, 2007]

§84.45 Cost and price analysis.
Some form of cost or price analysis

BhaJl be made a.nd dooumented in the
procurement fUes in connection with
every proourement actdon, Price anal-
ysis .ma.y be acoornpltshed in ve.rlous
ways, inolUding the oompartson of
prloe quotations submttted, market
prioes and similar indioia, together
with disoounts. Oost analyeia ie the re-
view and evaluatdon of each element of
cost to 'determine neaaonableness,
a11ooab1l1ty and allowabi1ity.

§84.46 Procurement recorda,
Procuremsnf records and files for

purchases In exoesa of the small pur-
ohase tbreshold ebll lnolude the fol-
lowing at a minimum:
(a) Basis for contractor selecbion;
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has made a datierrrrlnatdonthat the
Federal Govel'11ment'aintereat 1s ada-
quatel~Tprotected, If such a determina-
tion has not been made, the minimum
l'equirements shall be as follows:
(1)A bid guarantee from eaoh bidder

equivalent to :fiveperoent of the bid
prioe. The "bid guarantee" ahall con-
sist of a firm oommitment suoh aa a
bid bond, oertif:\edoheolr,Drother ne-
gotiable instrument aooompanying a
bid as assursaoe that the bidder ahall,
upon acceptance of his bid, execute
auoh oontraotual documents allmay be
required within the time speoified.
(Z)Aperrol'manoebond on the part of

the oontraotol' for 100peroent of the
§84.48 Contractprovisions. contraot prioe. A "performance bondII
The reoipienushall include, in addi- is one exeouted in conneotlon with a

taonto provisions to definea soundand oontraot to securefulfillment of all·the.
oompleteagreement. the followillgpro- oonteaonor'a obligations under suoh
visions in 1111oontra6t5. The following oontraob,
provisions shall also be II-ppliedto Bub- (8)A p",ymentbond on the pa.rt of the
oontraota, oontraotor for 100peroent of the con-
(II-)Oontraots in excess of the amall tl'aot prioe. A "payment bond" Ia one

purchase threBhold Bhall contain eon- exeouted in oonneotdonwith Ii. contraon
traotual provisions or oonditions that to assure payment as required by atat-
anew for II-dnliniatrative,oontraotuaa, ute of all pEll'sonssupplying labor and
or legal remedies in insuanosain whioh material in the exeoution of the work
a contractor violates 01' brsaolies the providedfOrm ths contract,
oontr(l,otterms, alld provide for such (4) ViTherebonds are required in the
remedial actions as may be appro- situations desoribed'herein, the bonds
priate.' shall be obtll-inedfrom companieshold-
(b) :All oontraobe in exoess·of tp.e ing oertifioates of !l.uthorit" lUI accept-

small purchase threshold shall oontain "
suitable provistona fOl'termination by able sureties pursuant to 81OFR part
the reoipient, inoluding the manns»by 228,"S\ll'etYOompaniesDoingBusiness
whioh termination shall be effeoted with the United States."
and the basis for settlement. In addi- (d) All negotiated oontracts (exoept
tion, suon.conerects shall describecon- those for less than the small purohaae
ditions under whiob the oontract.may threshold) awardod by reoipients shall
be terminated for default as well all inolude a provision to the effeot thll-t
oonditions where tho contract may be . the reoiplent, HUn, the Comptl'ollel'
tel'minatad because of ctroumstances General of the UniteciStates, 01' atiy of
be~'ondthe control of the contractor, theil' duly autho.l;'il1oedrepresentatdves,
(a) Exoept as obherwisel'equired by shall have access to M1Y books, doeu-

statute. an awal'd that l'oquireBthe menta, papers and recorda of the 0011-
OOlltraoting (01' auboontractdng) for tl'aotor whiob are direotly pertinent to
oonstruotion 01' i'aciliW improvements a specific program for the purpose of
shall provide f01' the reoipient to follow making audits, examinatdona,exoerpts
ita own requirements l'elatiX!gto bid and traneol'lptions.
guarantees, perfOl'll1ll.l1Cebonde, and (e) All oontraots including small
1)l1.ymentbondsunless the oonstruotion purohases II-wal'ded'by recipienta and'
contract 01' subcontrect exceeds "SlOO000 For tnoae contraots 01' Bub- their contraoborsahall oontatn the pro-
oontl,a,c;tsexoseding'$100000HODmay ouremenbprovisions of AppendixA to
aooept the bonding pol1~~ra~d require- this rule, as applioable.
ments of the recipient, providedHOD

(b) Justification fOl'laok of oompeti-
tdon when oompetitive bids 01' Offel'll
MB not obtained: and
(0) Baeiafor award oost 01' prlca.

§84.47 Contract administration.
Asystem for connract administration

shall be maintained to ensure con-
traotol' conformance with thf;l tel'ms,
oonditions and epeoifioations of the
contraof and to ensure adeQUateand
timely foJ)owup of all purohasea,Re-'
cipients shalJ evaluate oontraonorper-
formanoe and dooument, as appro-
priate, whether contraotOl'llhave met
the tenne, conditione and 'speoifioa-
tione of the contract.
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RmpORTS AND RECORDS

fi 84.60 Purpose of •.eports and records.
Seotiona 84.61 through 84.63 set forth

the prooedurea fOl' monitoring' and re-
porMng on the reoipient's finanoial and
program performanoe and the nec-
essary standard reporting forms. They
also set forth record retention require-
ments.

§84.61 Monitoring and reporting pro.
Il'l'BJn pel'fonnanoe.

(a) Reoipients are responsible for
managing and monitoring each projeot,
program, subaward, funotion or aotdv-
ity supported by the a.ward. Reolpients
Ilhall monitor lIubawardB to ensure sub-
reoipients have met the audit require-
mentllllll delineated in §84.26.
(b) HUD ahal1 presoribe the frequenoy

with whioh the performanoe reports
shall be submitted. Exoept as provided
in §84.61(0, performanoe reports shall
not be required more frequently than
quarterly or les~ fr!;lquentl;y'than annu-
ally. Annual reports shall be due 90 cal-
endar days after the grant yearj quar-
terly or aemt-annua; reports shall be
due lIO days after the reportlng period.
HUD may require annual reports before
the annlvel.'s~l'Y dates of multiple year
awards in lieu of these requirements.
The final per:Cormanoe reports are due
90 oalendar days after the expiration or
termination of the award ..
(c) If inappropriate, a final technioal

or perform.anoe report shall not be re-
quired after completdon of the projeot.
(d) When required, performanoe re-

ports shall generally contain, for each
awa.rd, brief information on eaoh of the
following:
(1) A oomparlson of 9.Otu/l.l aooom-

plishments with the goals and objeo-
tives establtahed for the period, the
findings of the investigator, or both.
Wbenever appropriate and the output
of programs or projeots can be readily-
quantified, suoh quantitative data
should be related to oost data for com-
putation of unit costa,
(2) Reasons why establillhed goalll

were not met, if /l.ppropriate.
(8) Other pertinent information in-

cluding, when appropriate, analySis
and explanatdon of oost overnuns or
high unit oosts.

24 CFRSubtitle A (4-1-1 I Edition)

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

(f) Reolpients ahall immediately no-
t~fy HUD of developments that have a
signlfioant impaot on the award-Ilup-
ported aotivities. Aleo, notifioation
shall be given In the case of problema,
delays, or adverse oonCUtiona whioh
materially impair the ab1l1ty to meet
the objeotives of the award. 'l'his notifi-
cation ahall inolude a statement of the
action taken or contemplated, and any
aseistanoe needed to resolve th!;l situa-
tion.
(g) BUD may make site visits, as

needed.
(h) HUD shall com»lY with clearance

requirements of 6 OFR part 1320when
requesting performanoe data from re-
oipients.

§8<:1.62Finanoial reporting.
(a) The Fed!;lral finanoial report

(FFR) , or euoh other form as may be
approved by aMB, is authorized for ob-
taining finanoial information from re-
oipients. The applloability of the FFR
form shall be determined by the e,ppro-
priate HUD program, and the grantee
will be 'notified of any program require-
ments in rsrerenee to the FFR upon re-
oeipt of the award. A HUD program
ml\.Y,where appropriate, waive the use
of the Fli'R for its grantees and require
an alternative reporting' system.
(b) HUD abll presoribe whether the

FFR shall be on a oash or aoorual
basis, If' HUD r!;lquirea aoorual1nforma-
tdon a.nd the reolpienb's aooounting
reoords are not normp.lly kept on the
aoorual basie, the reoipient Ilhall Dot be
required to oonvert its acoounting sys-
tem, but shall develop such accrual in-
formation through best estdmabes
blllled on an analySiS of the dooumenta-
tion on hand.
(0) HOD shall determine the rre-

quenoy of the Fli'R for eaon projeot or
program, oonsidering the Elizeand com-
plenty of the pa.rtloular projeot or pro-
gram. However, the report shall not be
required more frequently tl1a.n. qua.r-
terly or less frequently than annua.uy.
The reporting period end dates aha11 be
Marob 31, June 80, September liD or ne-
camber 81. A final FFR sball be re-
quired at the completion of the award
agreement and shall use the end date of
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the projeot or gi'ant pel'loCi all the re-
porting' end date,
(d) lIUri requires recipients to submit

the FFR no late1' than 30 days after the
end of eaoh' speoified rellorting period
for quarterly and' semi-annual reports,
and .90 .calendar daya' for annual re-
portl?: Final reports shall be submitted
no later thll.l\ 90 days aftel' the prQjeot
or grant pel'iod end date. Extensionll or
reporting due da.tes ma.y be aPproved
by HUD upon l'equelJt of the l'ecipient,
,BUD may require awardees to submit
the FFR eleotronioally, Electronio sub-
mission ma.y be waived for eaase in ao-
oordanoe With HUD's waiver policY in
§6,110 oi-this title, '
, (e)(l) 'When funds are advanoed ,to re-
oipients IrOD shall use the FFB. ',to
monitor cash advanoed to reoipients
and to obtain disl;lUrsement informa-
tion fOl'eaoh ag'l'eement with ,the re-
olpients. aen may require foreoa.ste of
Federal cash requirements in the "Re-
marks" section of the FFR and may re-
quire l'eoiplents to report in the ";Re-
)narks" section the amount of oash ad-
vances received and retained in excess
of three days and' anY interest ea.rned
on suoli oaeb:advances. Reoipients shall
provide short narrative explanations of
actions tali:en to reduce ea.rly

, drawdowns and excess balances,
(2) Reoiptents shall be, requll'ed to

,submit not more than the original and
twooojnea of the FFR. 01'Bubmit the l'e-'
poi't·e~eotron1cially. BUD may :r;equll'e a
qllilJ'terly report 'from reoipients re-
oeiving advanoes totaling $1 million or .
more per year,
(f) When HUD needs additionalinfor-

matlon o:r;more ft'equent reports, tM
follpwing sMH he observed,
(1) When additional information is

needed to oOID).Jlywith legilllatjve re-
quirements· or goverl1m61ttwide re-
qu1~'emellts, HUD sha.ll issue mstmo-
tions to l'equire 1'~olplents to submit
such Information unde~' the "Remarks"
section oX-thereports 01' othel' means, ,
(2) VlTheuBUD dsbermtnes that a re-

oipiellt's accounting Bystem does not
meet the standards in §B!l.21, additional
pertineut information to ful'ther lUOU-
itor awards mli.-,ybe obtained by wl'itteu
.notloe to t:qe l'eoipient until such time
as the system is brought up .to stand-

.: ai·d. ;mJD, in ob~aining thia illfC!l'ma-

§84.53

tion, shall oomply with repol't crear-
anee l'equiraments of 6 OFR part 1320.
,(3) HUD may eleot to accept the iden-

tioM Information' from the l'eoiplents
through a system to system data inter-
faoe as determined b~THUD. ,;
[75 FR 4l0BD, July 16, 2010]

§84.58 R,etention and aoeeas :requiJ'e- "
ments for records,

(a) This section Bets forth require-
ments for r.ec01'd retention a.nd access
to reoords fOl' awards to reoip1'lmts,
HOD shall not impose any other record
retention or aooeea requirements upon
l'e9iplantB.
(0) Financial records, llupporting doe-

uments, statistioal records, and" all
othel' l'eQords 'pertinent to an award
shall be retained f01' a period of thl'ee
years from the date or submission of
the final elij)enditure report or, :Cor
awards that are renewed quarterly or
amiually, from ·the da.te of the submis-
sion of the quarterl~T 01' annual finalJ.-
oial report, all authorized by ROD. The
on1~rexoeptions are the following.
(1) If any l1tiga.tion, claim, or audit is

sta,rted before the expiration. of the 8-
year periOd, the records shall be' re-
tained. until all litigation, claims or
audit findings involving' thereobrdB
have been resolved and fiial action
taken. '
(2) Recol'us for real property and

equipment acquired with Federal funds
shall be l'atainad fOl' 8 years after fina.1
dispOSition.
(3) When records are transferred to: or

maintained by HOD, the 3-yearreten-
tiOll requll'e1nent is not applioable to
the l'eclplent. ,
(4) Indireot; cost rate Pl·OPOSI.l.}s,oost

allooation plans. eto. as speoified in
§.B4.5B(g).
. "(0) Ooplell of o~'iginal recorda ma~Tbe
'supstl1;uteCi for the ol'1glnal records 'if
a.uthorized b3' HPD. . '
(d) HUD sAall request transfer of oer-

ta1n records to its oustod3T fmm reoipi-
ents wJien it determines '\iha.t the
records ,possess long term retention
value, llowevel" in order to avo:ld dupli-
oate l'eoordkeeping, HOD may make ar-
, rangemente fOl' recipients to retain 1Ll13'
records' that are oontinuoualY needed
for joint use.
(e) BUD" the' Inspeotor General.

O\lmptl'oller Qimel'al or, the United

. ,ATI ACHMENT _.__..]2._._.,; •..
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§84.60

li\tates, or any of their duly a.uthorlzed
l'epreeentatives, have the right of time-
ly and qnrestl'ioted aocesa ' to any
books, dooumenta, papers, 01' other
reoorde of reoiplents that are pertinent
to the awards, in order to make audits,
examinations, excerpts, transoripts aud
copies of suoh documents. This right
also Inoludes timely ll.11dl:'easonll.ble ac·
oess to a reoipient's personuel for the
purpoae of interview and disoussion reo
lated to'suoh documents, The rIghts or
aocese in this paragraph (e) are not
limited to tbe required retention pe-
riod, but shll.l1 last' as long e.s ,reoorda
are retained.
(£) 'Unless required by statute, HUD

ahan noli place restrlotions on reoipl-
ents that limit publio aooess to the
records of reoipients that are pertinent
to an award, except when HUJ) oan
demonatrate 1illat Buoh records shall be
kept oonfidential and would have been
',exempted trom disolosure pursuant to
the Freedom of Information Aot (6
U.S.O. 662) if the recorda had belonged
toHUD.

(g) Indireot cost rate proposals, cost al-
location plans, etc. Paragraphe (g)(l) and
(g)(2) of thie ssotnon applY to the fol-
lowing types of dcouments, and their
supporting reoords--indireot Doet rate
computatdone 01' proposals, oost allooa-
tion plans, and anyeiXnile..r e..ooounting
oo~pnta.tlons of, the rate at whioh a
partioular grou.p ot: costa is oharll'eable
(suoh as computer uBall'e ohargebaok
,~ates or 'composite fringe benefit
rates).

(1) If submitted for negotiation. If ths
reoipient sub'mlts to HOD 'or the Bub-

, reoipient aubmits to the reoipient the
propoaaJ., plan, or other oomputation to
form the basis for negotiation of the
rate, then the B-year retention period
for its supporting records sta.rts on the
date of suoh aubmfsston.

(2) If not submitted fo,- negotiation. If
the reoipient is not required to submit
to RUD 'or the Bubreoipient is not re-
quired to submit to the reoipient the
p,roposal, plan, or other oomputation
'for negotiation pUl'J.'lolleS,then the 8-
yee..r retention period for the proposaJ.,
pla.n, or other computation and its sup-
porting records starts at the end ot: the
fiscal year (or other aooounting period)
covered by the proposaJ.,plan, or other
oomputation. '

24 CFI?,Sublille A (4-1-11 Edition)

TIlJRMlNATION AND E~FOROIDMENT

§84.60 Purpose of termination and en-
foreement,

Seotlons 84.61 am'! 84.62 set forth uni-
form suspension, termination and en-
forcement prooedures.

§ 84.61 Tel.')11lnatloll,
(a) Awards may be terminll.ted in

whole or in part only if paragraphs
(a)(l), (a)(2)or (a)(3) of this seotdon
apply.

(1) By HUD, if a reoipient materiall~'
raUs to comply with the terms and con-
ditions of an award. '
(2) By HUD with the oonsent of the

reoiplent. in whioh case the two parties
shall agree upon the termination con-
ditions,' inoluding the effeotive date
and, in the case of partial termina.tion,
the portion to be ternrlnated. '
,(8) By the reoipient upon sending to

HUD written notification setting forth
the reasons for such termination, the
effeotive 'date, and, in the oase of par-
tial termination, the portion to be tel"
minated. However, if HOD determines
in the case of partial termination that
the reduoed or modified ,portion of tl1e
grant wlll not aooompl1sh tl1e purposes
tor w1110btl1e grant'wasmade, it may
terminate the grant In its entirety
under either pp,ragrapha (a)(l) or (a)(2)
of this seotion.
(b) If oosts are allowed under an

award, the responalbilities of the reo
oipient referred to in §84.'71(a), inolud-
ing those for property management as
applioable, aha)) be oonsidered in the
termination of the award, and provi-
sion shall be made for oontinuing reo
sponsibilities of the reoipient after ter-
minatnon, as appropriate,

§84.62 Enforcement.
(a) Remedies for nonaomplla,nce. If a re-

oipient materially fails to comply with
the terms and oondttdons of an award,
whether stated in a Federal sta.tute,
regUlation. aseuranoe, applioation, or
notioe of award, HUD may, in addition
to imposing any of the speoial condi-
tions outlined in §84.14, take one or
more of the following actaons, aa appro-
pr1a~e in the oiromnsta.noes.
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§84.72

Subpart D-Atter,~fhe-Award
,Requirements

§84.70 Purpose.
Seotions 84.'11 through 84.73 contain

closeout procedures and othel' prooe-
dures for subsequent disallowa:o,oes and
adjustments,

§84,71 Oloseout prooedures,
(a) Reoipients shall submit, within 90

oalendar days aftf;r the date of oompte-
tion of _the award, all finalloial. per-.
;formanoe. and othel' reports Mll'equired
by the terms !).'ild oondttdons of 1i1,le
award. RUD may ll.pprove extensions
when requested by the reoipient,
(b) Unless HOD authorizes an exten-

sion. a reoipient shall liquidate' all o-b-
ligations inourred under the award not
later than 90 oalenl1a1' days after the
funding period 01' the date of comple-
tion as speoified in tlle terms a.lld eon-
ditions of the ll.ward 01' in HOD instruc-
tions.
(0) RUD shall make prompt payments

to a reoipient for allowabl,e reimburs-
able ooete under the award baing; olosed
out:· "
(d) The l'eolpient shall promptly re-

:fund any balanoea of unobligated oaeh .
that liUD has advanoed 01' paid and
thll.t ie not authol'illed tobe l'etained by
the reoipient tor use in oth'e).' pI'ojeots".
OMB OiroulaJ.' A-~29 governs unl'eturn~1l
amounts that become delinquent debts.
(e) 'When authorized by the terms and

oonditione of the aWM'd, B:tJD shall
malre a settlement for a.llY upward or
downward adjustments to,the Federal
share of coats !Lfter closeout reportil are
l'eoelved., '

(l) The reoipient shall account for
ll.llY real and personal property ao-
quiJ.'ed with FederaJ :funds or received
from the Fedel'al Go'Vel'llmeut in so-
OOl'dMOewith §§84.S1 tbl,'ough 84.8'7,
(g) In the event a finaJ audit has not -

been Pel'fOl'IDed priOl' to the' oloseout-of
an award,mm shall retain the right to '
recover an appl'opl'ia.te amount after
fully oOllsidering the recommendations
on disallowed oosts resulting fl.'om the
final audit.

§84.72 Subsequent adjustments and
continuing responsibilities. '

(a) The closeout of an award does not
~ffeot any or the followipg.

- 47'1

Ottlge of the Secrelcuy, HUD

(1) Temporal'lly.withhold cash pa.y-
menta pending, oorreotdon or the defi-
oieno~' b~' the l'eoipient or more severe
enforcement action by RUD,
(2)'pisa.llow (that is, den~t both use 'of

funds and allY applioable matching'
Ol'edlt for) all 01' part of the cost of the
aotivity 01' aotdon not ill oomplfance.
(8) Wholly or partly suspend 01' ter-

minate the ourrent award.
(4) Withhold further awards for the

p~'ojeot 01' program,
(6) Take other remedies tha.t may be

legall~1 available,
(b) Hearings and appeals, In tillt1ng an

enforoement aotton, HUn shall pI'ovida
the reoipient an opportunity tor hear-
ing. appea.l. or other administra.tive
proceeding to whioh the reoipient is en-
titled under any 'statute or regulation
applicable to the action involved,

(0) Effeats oj suspension and tel1ni-
nation, Oosts of a reoipient resulting
from obligations inoUl'l'ed by the re-
oipient dm>inga suspension 01' a.f'te).'
terminatton of an award art! not allow-
able unless HOD exp).'easl~' authorizes
them in the notioe of suspension or ner-
minatdon 01' subsequently. ,other reoipi-
ent oosts during euepenston 01' lIftel'
termination wJrloh are Moesllar$' and
110t reMlona1Jly avoidable are allowable
if parag'l'aphs (0)(1) and (0)(2)' of this
sectdcn apply. ,
- (1) The coste result from obligations

- wJrloh were pl'operl3' inourred by the re~
oipienb before' the effeotive da.te of BUS-

pension orterminatdon, are not in an-
tioipation of it. Mld in th~ oase or a ter-
minatdon, are noncancellable.
(2) The costs would be allowable :If

the awl\.l.'o'Were not suspended or ex-
pired normally at the end or the fund-
ing period in whioh tp.s termination
takes effeot,
(d) RelatlonsMp to qebcmnent and sus-

pension. The enrorcement remedies
~dentifier] in this seotion, inoluding
suspeneion and termination. do not
preolude a reoillient from }leing' subjeot
to deb!l.l'ment and suspension. under
RUD's l'egulations at 2 OF~ part 2424
(see §8U8).

[59 FR 47011, sept, 13, 199~, aa o.monuea at 72
FR 73492, Doc. 27, 2007) -
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§84.73 24 CFRSubtitle A (4- 1-11 Edition)

(1) The right of HUD to disallow costs abillty. For other awarda, disorebion
and recover funds on the basis of a may be provided, ,to Grant Officers to
later audit or other review, determine the funding arrangement on
(2) The obligation of the recipient to a tranaaotdon basie, In BUOh.oases,

return any funds due as a result of Grant Of:t:ioel'llshall dooument the basis
later, refunds, oorreotlons, or other fo!? seleotdon of tM funding arrange-
,transaotions. . ment ill the negotiation record, Appro·
(3) Audit requirements In 684.26. prlate consideration to fixed 'amount
(4) Property management require- (lump sum) awards shall be made if one

menta In §684,31 through 84.37, ,or more of the following oonditlons are
(II) Records retention as reqUired In prellent:

§04.113. (1) The HUD funding amount Is defl·
(b) After closeout of an aWl\,rd,a rela· nitely less than the total a.otual oost of

tionship created under an award may the projeot,
be modified or ended In whole or In (2) The HOD funding amount does not
part with the oonsant of HUP and the exoeed $100,000 or the small purchase
recipient, provided the responsibilities threshold fixed at 41 U,S,C. 403 (11),
of the reoipient referred to in §84,?8(a), whiohever Is greater.
Inoluding those ;for property manage- (3) The projeot acope Is very speolfio
ment as a.ppl1cable, are considered and and adequate oost, hlstorioal, or unit
provisions made for oontdnuing' reapon- prloing data is avallable to establish a
slbll1ties of the reolpient, as appro- fixed amount award with aasuranoe
prlate, that the reo1rJ1e:ntwill realil:le-no more-
~84,78 Oolleotion of amounts due. ment above actual oost. '
(a.) Any funds paid to a reoipient in (b) [Reserved)

exceas of the amount to whloh the re- §84,81 Definition.
oipient ie fina.11ydetermined to be enti-
tled under the terms I\,nd oondltlone of (1\,) A lump sum award is an award for
the award oonatltute a debt to the Fed- a predetermined amount, as set forth
eral Government, If not paid within e. in-the grant agreement, w:Jlioh amount

, reasonable period after the demand Cor does not ,vary with the amount Of the
l:le.yment, HUD may reduce the debt by recipient, s actuallnoU1'red coats, Under
paragraphs (a)(1), (9,)(2) or (a.)(8) of this this type of.'award, HOD 'does not pay
seotion. , the reoipient for its InoU1'red oosts but
(1) Making an a<lministrative oUset rather for oompletlng cerbadn defined

against other requests for reimburse· events In the w01'k 01' aohievement of
.ments. some other well·defined milestone,
(2) Withholding advance payments Some of the WlJ,ysin whloh the grant

otherwise due to the recipient, amount may be paid· are, but are, not
(8) Taking other aotipn permitted by limited to:

statute. , ' '. (1) In severa.1 partial plJ,ymenta, the
(b) Exoept as otherwise provided by ,amount of each agreed upon in ad-

law, HOD shall obarge :Interest on an vance, and the "milestone" or event
overdue. debt in accordance witb 4 OFR triggering the payment also agreed
Ohapter TI, "Federal Olaims Ool1eotlon upon in advance, 'and set forth in the
Standards. " jl'rant;

" (2) On a unit prloe basis, for a defined
Subpart E-Use of Lump Sum unit or units (suoh as a housing ooun-

Grants seling unit), at a defined price or
prices, agreed to ~n advance of perform-
anoe of the grant and Bet forth In the
grant: or, .
'(8) hi one payment at grant oomple-

tdon,
(b) The key distinotion between, a

lump jsum and a oost reimbursemenb
grant ill the laok of s,. dlreot relation·
ship between the oosts incurred by the

§84,80 Conditions for U8e of Lump
Sum (fixed price or fixed amount)
grants. '

(a.) Heads of awarding activities
(HAAs) shall determine and publish the
fWlding arrangement for award pro-
grams ba'Ving a published program reg·
li1fl..tlon or Notioe of Fundin!!, Avail·
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§84.il2,, Office of the ,Secretary, HUD
l'eolplent and the amount l)aid by HUD tablish rol3'eligibility requirements for
in the lump Bumal'l'a.ugement, depoaltories for funds provided to a re-

oipient, However, l'eoipients must be
#84.82 P~'ovislons applicable ,only to able to account fOl'the reoeipt, obliga-

lump sumW,:'anta, : tion and expenditure of funds;
, In addition to the provisions of this (2) Oonsistent with the natlona.} goa.l
subpart l!li subpa.l'ta A a.l1d13 of this of expanding the opportunities fOl'
part app13'to lump sum g'l'ants, women-owned and minority-owned
(a) Fl7lanoial and program' manage- business enterp'l'1eea,reoipients shall be

ment. Pamgraphs (b) tlll'ough (e) of this encourased to use women-owned and
seotion prellorlbe standards for finan- minority-owned banks (a bank whioh is
oial management systems. l11ethodsfor owned at le!\.llt60 peroent ))3'women 01'
,malting paymenw, budget i'evision!lop- minority group members).
provals, andmaking audits. (d) ReviBion of budget ami progmm
(b) StIL7Idal'ds101' Itnanoial managellumt plans. (1) The budget ple.n iBthe finan-

systems, (1) R.eoords~hat identify ade- cial expression of the projeot or pro-
quate1y the source and applioation of gram !\.IIapproved during the award
funds for federally-sponsored ll.otivitiea process, It mll.Yinclude elthal' the Fed-
are required, Theae records shall 0011- era1 and lion-Federal Share, 01' only the
tain information pertaining to Federal Federal share. depending upon BUD re-
awards, author1za.t~ons. obltgatdons, quiremerrts. It shall Oil related to per-
1ll1obllgatedbalances, 'assets. outlays, formauoe for program eva.lua.tiollpur-
income and interest. poses whenever appropriate.
(2) EtIeotive oontro; over and ac- (2) Recipienta arezequired to report

oountabllity for all funds, property and deviations from program plans. and re-
other aesets are requll'ed, R.eoipientll queat priol' approvals for buqget and
shall adequately safeguard all euon as- program plan revfsiona, in accordance
sets and assure they are used llolely for with this seotdon.,
l\.uthorizedpurposes, ' (8) For nonconstauctdon awarda, re-
(S)Oompanlaonof outlays with budfl'- ,oiplenw shall request prior approvals

et amounts for eaohaward is required, from HUD for ona or more of the fol-
Whenevel' appropriate, finanoial infor- 'lowing program or budget relll-ted rea-
matdon should be related to perform- sons,' ,
ance and rout oost data. (1)Ohange in the scope or the,objeo-
(4)WhereHUDguarantesa'or msures tlve of the projeot orprograrn (even if

the repa.yment of money bOl'roweq.by there is no I\.Bsooi£l.tedbudget revision
the reolpienb, HUD. Ilotits discretlo11.1'equir,ing pl'ior written aPP1'Oval),
m~y requh'e adeqllate bonding and 'In- (il) ''J.'heneed fOl' additional Fedel'al
suranee !f the bonilln.g and insurance funding,
requh'ements of the l'eolpient are not (iil) Unless desoribed ill the allPUoa.-
deemed adequa.te to proteot the Inber- tion and funded 'ill the apPl'oved
est of the Fedel'al Government, awards,the sub!\.ward,tranefel' or eon-
,(6) RODmay require adequate 11de1- tl'aoting out of any work under an
ity'bond ooverage whel'e tl1e'reoipient award. This proviaion does not apply to
laoks sufJlolent coverage to proteot the the purchase of lluppl1ell, material,
Federal Gov,ernmelit'sinterest; ,equipment 01' general SUllPortservioea.
(6) Where bonds are required in the (4) No other priol' appl'oval require-

situations desoribed above, the bonds ments for speoific itema may be Im-
sllali be obtained ft'om compames hold- posed 'unless a deViation hasbeen ap-
ing ,oel'tifioates of authority !\.IIaccept- proved by OMB,
,able suretdea, as presor1bed in 31 OFR (6) Exoept for l'eqUiremente listed in
part 2~8. "Sm'ety 001l111aniesDoing paJ.'aB'l'aphB,(d)(S)(i)and (d)(3)(U)of this
Business with the United States," section, HOD 1s authorized. at its op-
(c) Payment, (1) 'J.'he standard gQV-' tion, to waive oost-l'ela,ted an~ admin-

erning the use of ba..n1mand other insti-' lstl'a.tlve prior wl'itten appl'ovals ,1'8-
tutlollS as depositories of funds ad- qu:\l'edbY Oil'oula.rA-110 and OMB Oir-
vaneed undel' awards ls. HOD·shall not OulM'SA--21and A-122, Suob waivers
require S61U\r£l.tedepository' aooounte may.inolude authorizing reoipients to
for funds provided to a reolpiellt or es- do any one 01' more of the following:
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§B4.83

(i) lnitip,te a one-tame extension of
the expiration date of the p,ward of up
to 12 months unless one or more of the
foIlowlnll" oonditions apply. For one-
time extensions, the reoipient must no·
tifY . HUD in writing with the eup-
porting reasons and revised expirp,tion
date at least 10 daya before the expira-
tion date speoified in the award. This
aotlon may be taken unless:
(A) The terms and oonditions of

awal,'dprohibIt the extension.
(B) The extension requires' additional

Federal funds.
(0) The extension .involves any

change. in' the approved obieotrves or
soope oiths projeot.
(6) For constmotdon awards, reotpl-

ents shp,ll reqUest prior written ap-
proval promptly from HUD tor budget
revisions whenever paragraphs (d)(6)(I)
or (d)(6)(H) of this seotion apply.
(I) The revision results from ohang'es

. in the soope or the objeotive of tbe
projeot or program.
(it) The need arises 'for additiona,l

Federal funds to oomplete the projeot.
(7) No other prior approval require-

ments for' speoifio items' may be im-
posed unless a deviation has bean ap·
proved by OMB...
(8) .When HUD makes an award that

provides support for both oonstru.otion
and nonoonetruotlon work, ltt1D may
require the reoipient to request prior .
approval from HUn before making' any
fund or budget transfers between the
two types of work jlUpported.
(e) Non-Federal audtts. (1) Reoipients

and sUbreoipients that are institutione
01: higher eduoation or other non-profit
ol'ganizabions (inoluding hospitals)
shall be subjeot to the audit require-
ments oontained in the Single Audit
Aot Amendments of 1996 (81U.S.O. 7601-
7507) and revised OMB Ciroular A-11'1B.
"Audits of States. Looal Governme:p.ts.
and Non-Profit Organizations."
. (i) Non-profit organizfl,t/io11Bsubjeot
to regulationB in the part 200 and part
BOO series of this title whioh receive
awards B~bjeot to part 84 shall comply'
with the audit requirements of revised
OMBOiroular A-l8S, UAulllts of States,
Looal Governments, and Non-Profit 01'-
g-anizations." For HUn programs, a
non-pront: organization is the mort-
gagor or owner (as these terms are. de-
fined in the regulations in the part 200

24 CFRSublllle A (4-1-11 Edition)

and part 800series) and not a related 01'
a.fftl1ated organizat1on or entity.
(it) [Jiteserved)
(2) State and 1poa1governments aha.Il

be subjeot to the audit requirements
oontained in the Single Audit Aot
Amendments or 1996 (31 U.S.O. 7601-
'7607)and revised OMB O1roular A-ISS,
"4,udits of States, Looal Governments,
lionelNon-',Profit OrgIl.l11zations."
. (3) For-profit hospitals not covered
by the audit provisions of revised OMB
Oiroular A-13B shall be Bupjeot to the
audit . requirements of the Federal
awarding agenoies. .
(4) oommerctai organi!.lations shal) be

subjeot to the audit requirements of
HUD or the prime reoipient all moor-
porated into the award document,
[69 FR 4.7011, Sept, 18, 1994, aa amende/l at 62
rn 61617.Nov. 18. 199?:75 FR 41090. July 16.
lIOI0]

§8~.88 ProperlystRndlU'ds •
(a) Purpose of property standards.

Paragra.phs (b) through (g) of this sea-
tion set forth uniform standards gov-
erning management and disposition of
property furnished by the Federa.l Gov-
ernment whose cost WIUl charged to a
projeot supported by a Federal awa.rd,
HUn shall require reoipients to observe
these sta.ndards under awards and sha.ll
not impose additional requirements,
unless speoifioally required by J,l'ederal
sta.tute. The reoipient may use its own
property ma.uagement standards and
prot;ledures provide(l it obaerves the
provisions of paragraphs (b) through (g)
of this section,
(b) In8urance ooverage. Reolpients

Bhl\ll. at a minimum, provide the equiv-
alent l.neuranoe ooverage for reaJ prop-
erty and equipment acquired with Fed-
eral funds as provided .to property
owned by the reoipient. Federally-
owned property need hot be insured un-
less required by the terms and condi-
.tiona of the.award.

(e) Real property. HOD presoribes the
following requirements for reoipientB
concerning the use and disposition of
reaJ property aoquired in whole or in
p9,rt under awarde:
(1) Title to real property sh9,l1vest in

. ,the reoipierit subjeot to the oondition
that the. recipierrt llhal1 use the real
property for the authorized purpose of
the projeot 9,Blong as it .is needed and
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shall not encumber the property with- ed, whether 01' not the projeot 01' Pl'O-
out liPP1'ovttlofHUD. . gl'am continues to be supported by Fed- .
(2) The l'anipient ahall obtain wl'ltten Al'lt} funds and shall not anoumher the

approval bjr HUD ;for the use of real equipment without approval of HUD.
property ill other federally-sponsored When the equipme)).t ie no longer need-
projeots when the reoipient datal'minea ed for the original projeot 01' program,
th&t the property iEl no lOnger needed the reoiple.nt shall' use the aqutpmenf
for the plU'Pose of the original projeot. in oonneotion with its other fedel'ally-
Use in othel' projects shall be limited sponsored aothr!ties, in the fonowing
to j;hose under federally-sponsored ordel' of priority:
pl'ojeots (1.e., awards) or programe that (1) Aotivities aponeored b;V HOD
have purposes oonsistent with those . whioh funded the original projeot; then
authorized for support by BUD. (ii) Aotivities sponoore.d by othe:r
(d) Federally-owned and exempt PI'OP- Federal awarding agenoies.

ert3f-(l)' Fedel'ally-owlled property..,.."i) (8) DlU'!ngthe time thatequipmsnt is
Title to- fellemlly-ownell property remains. u!'\ed on tba projecit or program for
vested i,~the Feael'al Government. Reoipi. ,whioh it was aoquired, the raoip1e:p.t
ents shall submit annually an Inven- shaJ1make it available for.~e on other
tory -listing of federa.lly-owned prop- projeots or programs if such othel' use
erty in J;heir oustody, to HUD. Upon w111not interfere with the worl!. 011 the
oomple1ilon of the award or Wlil1llthe projeot or prOgram fOl' whiob the equip-
property is no longer needed, th~ re- ment was, originally aoql,llred. First
cipient sqall repqrt the property no pref81'enoe fOl' auoa other use shell be
HOD for furthBl'1WJ) utilization. gtven to other projeots 01' programs
(it) U HUD has no furthBl' need for sponBol'sd by Hun that fillanoed the

the property, it shall be deolared excesa equipment; second preferenoe shall be
a.nd.reported to the General Servioea given to projeots 01' progra.iue spon-
Admilliptration, unless HUD has statu- Bored by other F,ederal awa.rding agen-·
tory authority to dispoae of the prop- oies. If; the equipment i6 owned by the
erty by alte.rnative methods (e.It., the fed~ra~ Goverpmsnt, lise on othe),' ao-
authorit3r provided by the Fedel'al tivities not sponsored by the Federa.l .
Teohnology Transfer Aot (16 U.S.C. 8710 Goverpmen~ shall be permissible if au-
(1» to donate research equipment to thoril\ec1bYHUD.
sdueatdonal and l1on-profit organiza- (4) The l'eoipient's property manage-
tions in accordance with E.a. 12821, ment standards for equipment ~oquired
"ImP1'Ovlng Mathematios and Soieno.e with Federal funds and federally"owned
Eduoation in Support ·01the National eq)lipment shall ~nolude all of the fol~
lllcl.uoation Goals. ") Appropriate .in- lowing. '
struotiolls shaU be iSS\led to the reoipi- (1) Equipment records shall be main-
eut b;yHUn. tadned aooura,tely and shall include the

(2) Exempt property. \\7J1enetatutoI'Y followiilg information.
authority exists, Hun bas th& option (A)A desoription of the equipment.
to vest title to property aoqUired wi.th (D) Manufallturel"S serial number,
F£lde~'D.lfunds in the reoi})ient without model number, 'Federal stock number,
ful'tbel' obligatioll to the Fedel'a1 Gov- national stook number, 01' other identi-
ernment !U1d under condttdons HOD fioa.tlon uumber, .
.oonsiders !l.].>propl'iate.Suoh l)rOpert~·is (0) SOUl'ceof ~he equipment, »101ud-
"exempt prOl)erty." Sbould BUD not ingthe award number.
establiSh oonditions, title to exempt (D) Whether title vests in t)le l'eoipi-
propel'ty upon aoquisrtdon shall vest in ent 01' the Federal Qovel'mnel1t.
the recipient without. further obUga.- (E) Aoquisition da.te (or date re-
tion to tbe Federal ~OVBl'Jlmeut. eeived, if the equil)mellt was flU'llishell
(e) Equtpment. (1) Title to equipment by the Federal Government) and oost.

aoquil.'ed by a reoipient with Federal (F) Looation and oondition of the
funds s11a11vest in the recipient, sub- equipment and the date the mrorma-
jeot to oonditions of this seotton, tion was repol'ted. . '
(2) The reoipient. sball use the equip- (ii) Equipment owned by the Federal

ment in the' projeot 01' pl~ogram fOI' Government sball be identified to indt-
-whioh it was acquired as long all need- oate ;Federal OWnership.
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(Iii) A phyaioal inventory of equIp-
menn shall be taken and the resutte
reoonoiled with the equipment records
at least once every two years. Any dif-
rerenees between quantities deter-
mined by the physloal inspeotlon and
thoae Shown in the acoountlng' records
shall be Investigated to determine the
causea of the diffel'eMe. Tbe reolplent
shaJ.l, In oonneotion with the inven-
tory, vel.'1fy the exlstence, ourrent uti-
llza.tion, and oonnlnued need for the
equipment ..
(iv) A oontrol Byatem- shall be In ef-

feot to insure lUiequs..te Il9.fegua,rds to
prevent loss, damase, or theft of .bhe
equipment. A:ny loss, damaS-e, or theft
of equipment eha,ll be investigated and
fully dooumented; if the equipment was
owned by the Federal Government, the
reoipient shall promptly notifY HUD.

(v) Adequate madntenanoe procedures
shall be implemented to keep the
equipment in good oonditlon.
(6) RUl) may reserve the right to

transfer the title to the Federal Gov-
ernment or to a third party named by
the Federal Government when suon
third party is otherwise eligible under
existing sl1a,tutes. Suoh transfer shall
-be subjeot to the following sta,ndards.

(1) The equipment sha,l1 be a,ppro-
prlately Identified in the awafd or oth-
erwise made known to the reoipient in
writing.

(11) HOD shall issue diaposition in-
strucitions within 120 oalenda,r da,ys
e,.fter reoeipt of a final inventory. The
final inventory shaUlist all equi))ment
acquired with gra.nt funds and feder-
a,lly-owned equipment. If HOD fa.ils to
issue disposition Instruotdons within
the 120-oa1endar day period, the reoipi-
ent _shall apply the sta.ndards of tbis
aeotdon, as a,ppropria.te. -
(iU) Whell HUD exercises ita right to

take title, the equipment ehall be sub-
jeot to the provisions for federany~
owned equipment.

(f) Intangible property. (1) The reeipl-
ent may oopyright any work tha.t is
subjeot to oopyright and was devel-
oped, or for whioh ownerShip was pur-
ohaesd, under an award. HUD reserves
a royalty-free, nonexolusrve and 11'rev-
oeable right to reproduoe, pub1:\sh, or
otherwise use the work for Federal pur-
poses, and tQ ll,utborize others, to do so.

24 CFR SublUle A (4-1-11 Edlllon)

(2) Reoipients are Bubject to applioa-
ble regula,tions' governing pa,tenta and
inventions, including' government-wide
reglllatione issued by the Department
of oommerce at 37 OFR part 401,
"Rights to Inventions Made by Non-
profit Organilllations and Bmll,ll Busi-
ness Firms Under Government Grants,
Oontracts and Oooperative Al!'l'ee-
menta,'
(8) Unless waived by HOD, the Fed-

eral Government hIlS the right to para-
graphs (£)(3)(1) and (f)(3)(i1) of this sec-
tion.

(1)obtam, reproduce, publish or oth-
erwise use the data :first produoed
under an aVlard.
,(it) Authorize others to reoelve, re-

produoe, publish, or otherwise use suoh
data for Federal purpose!!.
(4) Title to inta,ngl,ble property and

debt instruments aoqutred under an
award or Bubaward vests upon aottulBi-
tion in the recipient, The reoipient
shall use tbAt property for the origi-
nally-authorized purpose.

(g) property trust relationship. Real
property, ettuipment, intangible prop·
erty and debt instruments that are ae-
ttu11'ed or improved with Federal funds
shalf be held' In trust by the reoipient
. all trustee for tbe benefiolades of-the
pr03eot- or program under which the
property was acquired or improved.
HUD may require reoipienta to reoord
liens or other appropriate notloes of
reoord to indioate tha,t personal or real
property bas been acquired or improved
with Federal funds and tbll,t USe and
dmposition oonditions apply to ,the
property.

§84.84 Procurement standards.
(a) Purpose ot procurement stammrds.

Paragraphs. (b) through (1) of this sec-
tion set forth standards for use by re-
oipients in establishing prooednres for
theproourement of supplies and other
expendable property, eciuip~ent, real
property and other servioes with Fed-
eral funds. These standards are fur-
nished to ensure that such ma,terials
and services are obtained in an effec-
tive manner and in comphanoe with
the provisions of applioll.ble Federal
lltatutes and exeoutive orders. No addi-
tional proourement stll,pdards or -re-
quiremen:ts shall bl) imposed by HUD
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upon.reoipients, unless llpeclficl\.ll3' 1'6-
qu!l'ed b3' Federal statute or executive
ol'del' or approved by OMB.

(b) Recipient responsibilities. The
standards contained in this seotion do
not relieve the reotpient of the 0011-
traotual reapollsibilitie/l arising under
its contraotts). The reoipient is the re-
sponsible authority, without recourse
to ROD, regro'ding the Ilsttlement and
satisfaotion of all oontraotual and ad-
ministrativs issues arising out of Pl'O-
ourements entered into in support of
an award or othel' agreement. This in-
cludes dlaputes, claime, protellts of
award, source evaluation 01' other mat-
ters of a oonteactual nature. Matters
ooncermug' violation of statute are to
be referred to such Federal, State 01'
looal authorit3' as may have propel' [u-
riscliotion.
(a) Codes of conduct. The reoipient

shall maintain. written standards of
oonduot governing the parformanoe of
its employees engaged in the aW8,l'dand
administration of oonteaots. No em-
ployell, offioer, or agent shall partioi-
pate ill the selectdon, award, or adlnin-
istration of a oontraot supported by
Federal funds if a real or appal'ent eon-
fliot of interest would be involved.
Suoh a oonfliot would arise when the
employee, offioer, or agent, any mem-
ber of hfs 01' hel' immediate famlly, his
or .her partner, or an orgailization
wl:i1oh emplo;ys or. is about to employ
any of the parties indioated herein, bas
a finanoial 01' other'interest in. the itrm
selected for an award. The offioel's, em-
ployees, and agents of the l'eoipient
shall neither aolioit nor aooept grat\1-
ities, favors, 01' anything of monetary
value from contractora, 01' parties to
enbagreemente, However, reoipie~ts
may set standards fOl' situations in
wl:i1ohthe finanoial interest is not sub-
stantial 01' the gift 16 an unsolioited
item of nominal value. The standards
of conduct shall pl'ovlde 1'01' d1soipli-
narYaotions to be applied for mala-
tiona of such standal'ds b3' offioel's, em-
ployees, 01' agents of the recipient,
(d) Oompetition. All procurement

tl'ansaotions ·suall be aonduoted in. a
manner to provide, to the maximum
extent praotioal, .open and fl'ee com-
petition. The reoipient shall be alert to
Ol'gallillatlonal oorifliots of inter eat as
well as nonoompetltive praotdces

§84,84

amo~lg oontl'actol'll that may I'estriot
01' eliminate oompetdtdoii' 01' obherwtse
restra.Hl trade. In order to ensure objeo-
tive oontl'aotor pel'tol'manos and elimi-
nate unfair oompetltive advantage,
oontraobors that develop or draft spsoi-
fiaations, requirements, statements of
work, invitations 1'Qr bids and/or re-
qu.eata for proposals shall be excluded
from oompe1;mg for such procurements .
.Award/; sha.Il be made to the bidder or
offeror whose bid or offer is rasponstve
to the Ilolioitation and is most advan-
tl\,geouB to the reaipient, prioe, qualit3T

and other faotors oonstdered, The othel'
faotors shall inolude the bidder'a or
offeror's compliance with Seotion 8 of
the Rousin.g and Urban Development
Aot of 1968 (12 U.S.C. 1701u), hereafter
re1'e1'1'ed.to all "Seotion 3." Seotion S
provides that, to the greatest, extent
feasible, and oonsisbenf with existing
Federal. State, and looal laws, and reg"
ulations, eoonomte opportunttdea gen-
el'ated by oertain RUn finanoial assist-
anoe shall be du'eotad to low- and very
Iow-dncome.persona. Sol101tationllllhall
olearly set forth all requirem.ents tha.t
the biMel' 01' offeror shall fulfill 111
order for the bid 01' offer to be svalu-
itted by tha reoipient. An3' and all bide
or offers may be rejeoted when it is in
the reaipient's interest to do so ..

(e) Procurement pl'ocedures. (1) All re-
oipients ehlill establiSh written· pro-
ourement procedures, These procedures
shall provide for. at a minimum, that
pll..l;agraphs (e)(1)(i), (e)(1)(ii) and
(e)(l)(iii) of thiseeotion apply.
(i) Reoipients avoid pUl'ohaalng un-

necesearv items.
(ii.) V\1J1ereapPl'opl'iate, an analyeis is

made of lease and })urche.se alter-
nativeB to determine which would be
the most economical and praotdcal pro-
curemsnf for the reoipient.
(Hi) Soliaitations fOl' goods and serv-

Ices provide fOl'all of tlle :rollowing.,
(.A).A olea.l' and Mam'ate desoription

of the teohmoal requtrements for the
material, product, or service to be pro-
cnred, In oompetitive pl.'OOUl'ements,
suoh a desoription sha.ll not oontam
featureB whioh unduly restl'iot com-
petition.. .
, (BY RequirementS which the biddel'l
offeror must fulfill alla all other fao-
tors to be usec].in evaluating' bids or
·prOl)osalS.
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(0) A desoription, whenever prao· reimbursable oontraots, purohase or-
tioable, ,of technical requirements in del's, and inoentive oontracts) shall be
terms of funotions to be pel'formed 01' determined by the reoipient but shall
perrormanoe required, inoluding the be appropriate for the partioular pro-
range of acoeptable oba.raoterlstloB 01' ourement and forpromotlng the best
minimum ll.Ooeptable standards. interest of the program 01' projeot In- ,
(D) The speoifio iea.tures of "brand volved. The "oosb-plus-a-peroentage-of-

name or equal" desoriptions that bid· coat" or "peroentage of oonstruotion
del'S are required to meet when such oost" methods of oontraoting shall not
Items are inoluded in the solioltation. be used.
(m) The aooeptanoe, to the extent (4) Oontraots sha.l1be meAe only with

praotioll.ble and eoonomioally fe!l.Blble, responsible oontraotors who .poasess
of produots and services dimensioned in ,the potential ab111ty to perform 8UO~
the metrlo system of measurement. oessfUlly under the ~rms and oondi-
(F) Preferenoe, to the extent prao- mons olthe propoaed procurement,

tioable and eoonomioally feasible, for Oonsideration aha11 be given to suoh
produots and services that oonserve ma.tteX'/3as oon~aotol' integrity; com-
na.tural resouroea and proteot the envi- pl1a.noe with publio polioy, including,
ronment and are energy effioient. where appl:\oable, Seotion 3 of the
(2) Positive efforts lIhall be made by Housing and Urban Development Aot of

reoipients to utilize smal! buainessea, 196B (12 U.S.C. l?01u); reoord .of past
minority-owned firms, and women's performance: and finanola.1 and teoh·
business enterprises, whenever pos- nioal resources or acoes6~bility to other
sible. Reoipients or Federa,l awards neoessary reaouroes, In certain oir-
shall take all of the following steps to ' oumstanoes, oontraots with osrbain
further th1s goa.l.parties are restricted, IJ"S Bet forth at 2
(i) Ensure that small businesses, mi- OF!!. part 2424.

nority-owned firms, and women's busi- (6)Reoiplents shall, Oil request, make
ness enterprises are used to the fullest available for the Federal awarding
extent practicable. ' agenoy, pre-award review and procure-

(11) Make information on forth- ment documents, suoh as requests for
coming' opportunities available and ar- proposals or invitations for bids, inete-
rfl,nge time frames for purohases and pendent cost estimates, eto., when a.ny
oontracta to enoourll"ge and fao1litfl,te 01' the following oondltione ll.pply.
partiolpation by smaJ.l bueinessBll, mi- (1) A reolpient's procurement prooe-
norlty-owned firms, and women's busi- dures or operation fails to comply with
ness enterprises. t1:le proourement standards in HUD's

, . (111) Oonsider in tbe"oontraot prooess implementation of Oiroular A-1I0.
whether firms oompeting for larger (it) The procurement Is expeoted to
oontraots hitend to suboontraotr witb exceed $100,000 01' the small pnrohaae
small businesses, minority-owned threshold :l1xed at 41 U,S.D. 408 (11),
firms, and women's business enter- whiohever 1s greater, and is to be
prises. awarded without oompetdtdon or only
(iv) Enoourage oonbraotdng' with oon- one bid or oifer is reoeived in response

aortduma of small businesses, minorlty~ to a solioltll.tion.
owned firms and women's business en- (iii) The proourement, whioh is ex-
terprises when a contract III teo llLl.'ge peoted to exceed the small purchase
for one of these firms to handle indivld- threshold, speolfle~ a "brand name"
ually. ' product. '
(v) Use the services and assisbanee, as (iv) The proposed award over the

Il.pproprlate, of such organiza.tions as small purchase threshold is to be
the Small Business Administration and a.Warded to other'than tba apparent
the Department of oommeroe'e Minor- low bidder under a sealed bid procure-
Ity Business Development Agenoy in ment.
the solloita.tlon and' utilization of (v) A proppsed oon~a.ot modifioatlon
SI'nll"ll businesses, mlnority-owned firms changes the Boope 01 a oontraot or in-
, and women's business e~ter:prIBes. ., oreaees the oontract amount by more
, (8) The type of Proouring in!ltruments than the amount of the smllJl purchase
used (e.g., fixed prloe oonteacts, cost threshold. '

24 CFR Subtille A (4-Hl Edillon)
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(f) Oost and prloe analysis, some form
of oost 01' prioe analysis shall be made
and dooumented in the proourement
files in connection with eveI1' procure-
ment action, PriDe a.nalysis may be so-
'oomplished in various ways, inoluding
the oomparison of price quotations sub-
mitted, mM'ket prioes and sbnUar mdi-
oia, together with disoounts. Oost anal-
;yais Is the review and svaluatdon of
eaoh element of oost to determine rea-
sonableness, allooa,billt~r and aJlow-
ab1l1ty. . . .

(g) Proourement recol·ds. Proourement
reoorde and files fOl' puroliases in ex-
cess of the small purohase tbreshold
shall inolude the following at a min-
imum:
(1) Basis for oontraotor seleotion;·
(2) Juatifioation fOl' lack ·of oompeti-

tton when oompstitive bids ·01' offers
are.not obtained; and .
(8) Basis :for a:ward oost or prioe.
(h) Contract aclmtnistration. A system

:for oontl'aot admillistration shall be
maintained to ensure oontracuor oon-
formanos with the terms, oonditions
and speoifioations of the oontraot and
to ensure Adequate. and tilliely fOllow
up of all purchases. Reoipients shall
evaluate oontraotor pel'i'ormanoe and
document, as appropriate\ whether con-
trllOto1'8 have met t,he terms, condi-
tions and speoifioations of the con-
traot.
(i) .Oontract pl'ovisions, The reoipient

shall Inolude, in addition to provtafona
to defille a sound and complete agl'ee·
11\.ent, the following provisions In all
oontraots. Tbe following Pl'o\1iBions
shall also be ·apIJlied to Buboontraots.

(1) Oontraotl.l in 'excess of t'!le aman
purchase threshold shall contain con-
trMtuaJ provisions 01' oonditions that
allow for administrative, oontl'actual,
01' legal remedies in metauoes In which
a oontraobor- violates or breaohe'stbe
oontraot berma, and provide :fOl' suoll
remedial aotdone as may be aPP1'O-
prlate.
(2) All conteaote in excess of the

small pm'ohase thl'eehold shall contain
sui~able Pl'ovls10ns for terminatdon by·
the reoipie:nt, including' the manner by
whioh termination shall be effeoted
and the basis for settlement. In' addi-
tion, suoh oontraots shall desoribe con-
dltions undel'· whioh the· oontl'aot lllay
be tarmmated '1'01'defauit. as well as

§84.64

.·ooncUtiona whel'e t11e ooum'aot may be
terminated because of olromnstanoes
beyond the oontrol of the contractor,
(8) Exoept as otherwise reqlPxed by

statute, an aWal'd that l'eqUil'es the
oontl'aoting (01' suboontl'aoting) for
oonstruotion 01' fao:llity lmproven'lents
shall provide fOl' the l'eoipient to follow
its own requirements relating' to bid
guarantees, performance bonds, and
payment bonds unless the oonstruotion
oontraot or suboontraot exoeede
$100,000. For those oontraots. or 'sub-
.contraote exoeeding SlOP,OOO. HUD ma~r
aooepb the bonding polio~r .and require-
ments 0:C ths reoipient, provided HUD
has made a determina.tion .that the
Fed6ral Government'a interest is ade-
qllatel~r l)roteotll(l. IT suoh a determina-
tion. has not been made, the minimum
requ1l'ements shall be as follows:
(1) A b~d guarantee from eaoh bidder

equivalent, to five pel'o~t of the bid
prioe. The "bid guarantee" shall con-
sist of a fil'm oommitment suoh as a
bid bond, oertified oheok, or othsr ns-
gotia.ble instrument accompanying' a
bid as asaurance that the bidder ahall,
upon acceptance of his bid, execute
euoh oontraotUal documents as may be
l'equb'ed within the time apeoifie,C1,
.(ii) A performanoe baud on the part
of the oonteaotor :for 100 percent of the
contract prrce, A "periol'mance bond"
is one exeouted in oonneotion with a
ooniii'aot to secure fulfillment of a.ll the
oonteaotor'a obligations under sucn
. contzaet, .

(i11) .A payment bond on the part of
the oontra.otor for 100 ;peroent of the
contract plioe. A "pa:;nnent bond" is
one exsouted In oonneotion with a con-
traot to assure payment as required b3'
statute of all persons supplyblg labol'
alld matel'1al in the exeoution of the
work provided fol' in the oontract.
. (iv) Where bonds are required in the
situations desoribed herem, the bonda
shall be obtamed ft'om compantes hold-
mg oer\iifioateB of aujJhority as acoept-
. able slll'eties pursuant to 81 OFR l)!l,\'t
223, IISuret~r Oompantes Doing Business
with the United States."
(4) All negotia.ted oonuraots (except

tl,1ose :fol' less than the small purohaee
threshold) awarded by recipients shall
include a provision to the effeot that
the l'eoiplel),t, .HUD, the Oomptl'911er
Genel;al of the United Stll.tell, or any of

I
I,
r

f

I

r
i
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§B4.85

their duly autllOrized repre&entativea,
shall have access to any books, doou-
mente, papers and.records of the con-
tractor whloh are dlreotlY pertinent to
a speoific program for the purpose of
making audits, examinations, excerpbe
and tramlol'iptions.
(6) All oontraots, inoluding small pur-

chases, awarded by reoipients and their
conteactors shall contain the prooure-
ment provisions of appendix A to this
nne, as applioable.
(6~ FR 47011. Sept. 13, 1904. as amended at 72
li'R 73492, DOD. 27, 2007J

§ 84.111>Reports and records.
(a) Purpose 0/ reports ana reoords.

Pa.ragraphs (b) and (0) or this aectaon
set forth the prooedures for monitoring
and reporting .on the reoijdenb's finan-
oial and program performanoe a.n.dthe
neoessa.ry stal\dtl.1'd reporting forms.
They also set forth record retention re-
quirements. .
(b) Monitoring and rBporth~g program

performance. (1) Reoiplents are respon-
sible for managing and monitoring
each projeot, program, subaward, funo-
tion or aotivity supported by the
award. Reoipients sha11 monitor sub-
awards to ensure subreoipients have
met the ~udit requirements as delin-
eated in §84.02(e).
(2) The :Federal awarding agenoy

shall presoribe the frequenoy with
whioh the performa.noe reports shall be
submitted. Exoept as provided in para-
graph (b)(6) of this seotion, ·perform-
ance reports shall not be required more
frequently than quarterly or less fre-
quently than annually. Annual reports
Shall be' due 90 calendar' days after the
grant year; qua.rterly 01' seml-a.n..liual
reports shall be due 80 days after the
reporting period, The Federal awarding
agenoy inay require annual reports be-
fore the anniverstl.1'y dates of multiple
year awards in lieu of these require-
ments. The fina.l performanoe reports
are due 90 oalendar dayS after the expi-
ration or termination of the awa.rd.
(3) If inappropriate, a final teobnioal

or performanoe report shall not be re-
quired after completdon of the projeot.
(4) When required, performanoe re-

ports shall gene:.:a.lly contain, for eaoh
award, brief information on 'each of the
following: .

24 CFR SUblllie A (4-1 •.•11 Edlllon)

(i) A ooinpa.rlaon of aotual aooom-
pltshments with the goala and obiec-
tivea esta.bl1shed for the' period, the
findings of the investigator, 01' both.
vr.henever appropriate and the output
of programs or projeots can be readily
quantified, such quantitative data
should be related to oost datI\. for corn-
putation of unit costs,
(11) Reasons· why esta.bllshed goals

were not met,tf appropriate.
(6) Reoiplents sha.ll not be requtrecl to

submit more than the originl\l and two
copies or performanoe reports.
(6) Reoipients sha.ll immediately no-

tify HUD of developments that have a
signifioa.n.t impact on the award-sup-
ported aotivities. Also, notifioation
shall be given in the oase of problems,
delays, or adverse conditions which
materially in:ipa.ir the ab111ty to meet
the objeotives of the aWard. Thie notifi-
catdon shall inolude a sta.tement of the
aoblon taken or contemplated, and a.n.y
assistap.ce needed to resolve the situa-
tion.
(7) HUD may make site visits, as

needed.
(8) HOD shall oomply with clearance

requirements of 6 OFR pa.rt 1820 when
requesting performanoe data. from re-
oipients. .
(0) Retention and aooess requIrements

lor reGards. (1) This paragraph (0) sets
forth requirements for reoord retention
and a,008SB to recorde for awards to re-
oipients. ll'ederal awarding agenoies
sha.U not impose a.ny other record re-
tention or MOeSl! requirements upon
reoipients.
. (2) Finanoial reoorde, supporting doc-
uments, statisticll.l reoords, and all
other reoords pe$ent to an award
shall be retained for a perioc.'l of three
years from the date of submission of
the final expenditure report or. for
awards that are renewed qutl.1't~rly or
annually, from the date of the submis-
sion of the qua:rterly or annual fina.n-
oiaI report. as authorized by HOD. The
only exoept10ns are the following.
(1) If lUly·litigation, olatm, or a.udit is

atarted before the expiration of the 3-
year perioc.'l, the reoords shall be re-
tained until all litigation, olaims or
aUdit findings invo~vlng the reoorde
!lave been resolved and final aotion
taken.
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Of//ce of the Secretary, HU~

, (ii) Reoords for real property and
equipment aoquired with Fedet'a,l funds
shall be retn.ined for 8 yea.l's aftel; final
dispollition.
(U1) VIlhan records are transferred to

or maintained by the Federal awarding
agenoy, the 3-yea.r retention require-
ment Is not applioable to the reoipient.
(8) 00p1es of original records may be

aubstituted :[01' the original records if
authorized by lWD.
(4) HOD ehaJ.ll'equest tl'!\llsfer of oer-

tain records to its oustody fl.'om reoipi-
ents when it determines that the
recorda possess long term retention
value. Howeve:).',ill order to avoid dupli.'
oate reoordkeeping, HOD ma~r make ar-
rangements for l'eoipients to l'etain Mly
records that are oontdnuouelv needed
for joint use,
(6) HOD, the lllllpeotor General,

Oomptroller General of the United
States 01' MlY of their dul;l' authorized
r6preB~tatives, have the right of time-
ly and unrestrioted access to any
books, dooumenta, papers, or other
records of reoipients that are pel't111ent
to the awards, in order to make audits,
exammatdons, excerpts, transo:i'ipts and
copies of suon doouments. This right
also inoludes timely and reasonable ao-
ceea to a reoipient's personnel, fOl' the
purpose of interview and diaousljlon re-
lated to such documents. The rig-hts of
aooess in this pal'agraph (0)(6) are not
limited to the required l'et9ntionpe.
riod, but shll..l1last 'as long as reoords
are retained.' ,
(6) Unless requil.'ed by statute, HUD

shall not place restriotions on reoipj-
ents that limit );lublio access to the
records of l'eoipienta that are pertinent
to an award, exoept when lWD oan
demonsbrane that such 1'eoorda allallbe
'kept confiaential IJ.Jldwould have been
exempt9d fi'om disolosure pursuant to
the Freedom of, Infol'mat10n .Act (5
u.s.o. 662) if the reoords had belonged
toHUD.

§84.86 Termination and enforcement,
(a) Tannlnattolt. (1) .Awards may be

terminated in whole or in Pal't 0111~' if
pal'e.graphe (a)(1)(1), (a)(1)(11), or
(a)(1)(1ii) of this section tVpply.
(i) B~' BUD" if a reoipient )~latel'1allY

fails to ooinpl~rwith the berms and con-
ditions of an M¥al'd.

§84.86

(ii) B3' HUD with the consent of ilie
recipient, in whioh case the two parties
shall agl'ee upon the termtnatton 0011-
ditions inoluding' the 9ffeotive date
and, in I the oase o,fpartial termination,
the portion to be.terminased, ,
(iii) By the reoipient upon sending to

HUD wl'itten 11Qtifloatioll Ilettlng forth
the reasons for suoli t9rlninaj;ion, the
effeotive da..te, nnd, in the oaae of par-
tial termination, the portion to be ner-
minated. However, if HUD determines
in the case of partial' tern)in,atloIl that
the reduced 01'modified portion of the
grant will not aooomplieh th9 purposes
for which the gJ,'!\ut was made, it mp,y
termtnate the gl'ant in its enth'ety
under either paragraphs '(a)(1)(i) or
(a)(l)(U) of this aectdon, ,
(2) If oosts are allowed under an

award, th9 responsibilities of the re-
oipient l'efel'red to ill §84.67(a)(1), in·
oluding thoBe for pl'operty mMlagem&nt
as applioable, s4all be conaidered in the
tsrmination of the award. and provi-
sion shall be made for continuing re-
sponsibilities of the l'eolplent after ter-
mination, as appropriate.
(S) If cosbs are allowed, the oost prdn-

01p1es in §84.27 apply, even thougl1 the
award' was made on a lump-sum basis.
:Alt9):'natively, a termination settle-
ment may be reached by prOl'lj.ting the
grant amount against the p9rOeJltage
of completdon or by some otaer l1lsthod
as determin9d QY the Grant Offio.er, as
long as the method used resUlts in an
equitable settlement to both parties.
(b) Enforo6I1len~(J.) Remedies for non-

oompllanoe. If a recipient materially
fans to comply with the terms and eon-
ditions Of an awa..l'd, whether st!\ted in
a Federal atatute, regUlation, aBSUl'-
anos, applioation, or notice of award;
BUD may, in addition to imPOShlg. an~r
of the spaoial oOl1d1tioll8 outlined in
§84.14, take one 01' more of the fol-
lowing' acttona, as apPl'opl'iate in the
oircnmsbancea.
(1) Temporal'ily withhold oaah pay-

ments PendiIlg oorractlon of the defi-
oienoy by the reoipient 01' more severe
enroroement aotdon by HUD.
(11)Wholly 01' partly s)1spelld or ter-

minate the current awal'd'.
(111)Withhold further awal'ds fol' bhe

project 01'program,
(tv) Take other l'9ni9di98 that ma.y be

legallYEl-vailable.
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§84.87

, (2) Hearings and appeals. In takin/f an
enforaement action, HUD shall provide
the reaipiant an o}JportUl,llty for hear-
lng, appeal, or other administrative
prooeeding to whioh the recipient, is en-
titled' under' any statute or regulation
aPPliaableto the aotdon involved.
(8) Effeots 'of suspen81on' and termi-

nation. Oosts or a reoipient resultlnll'
from obllgatlons Inourred by the re-
oipient during a euspenaion or after
termination of an award are not allow-
able unless HUD expressly authorizes
them in the notioe ofsuspenslon or ter-
mination or subsequently, Other reolpl-
ent costs during suspension or, after
termination whloh are neoessary and
not reasonably avoidable are allowable
If paragraphs (b)(S)(i) and (b)(3)(U) of
this section apply. "

(1) The costs result from obligations '
wl,l.iohwere properly mOUITedby the re-
olplent before the effeotive date of SUB-
peneton or termination, are not in an-
tioipation of it, and in the oase of a ter-
mination, are nonoanoellable.

(11) The ccata would be 1l.1l0wa.b,leif
the award Were not Buapended or ex-
pired normally at the end of the fund·
ing period in whioh the termination
takes effeot. '
(4) Relationship to debarment and BUB-

pen,slon. ,The enforoement remedies
identified In this seotion, inoluding
suspension and termination, do not
preolude ll.reoipient from being subjeot
to debarment and, suspension under
HUD's regulatiOnll at 2 OFl't part 2424
(see §84.13).
[69 F11, 4?Oll, Sept. 13, 1994, aa amendea at 73
F11, 73492, Deo. 27, 2007)

§84.87 Closeout procedures, subse-
quent a~ustn1ents and continuing
l'esponslbilitles.

(a) Oloseout procedures. (1) l'teoiplents
shall aublllit, within 90 oalendar daye
after the date of oompletion of the
award, all finanoial, performa.noe, and
other reports as requii'ed by the terms
and oonditions or the award. HUD may
approve extensions when requested by
the reolpient.
(2) The reoipient shall aooount for

an:v rea} and personal property ao-
quired with Federal funds or reoeived
from the Federal GOvernment in ac-
oordanos with §§S4.SS(b)through (g).

24 CFR Subtllle A (4- HI Edition)

(b) Subsequent Cldimltments and 0011-
tlnuing respol1sibllttles. (1) The closeout
of an award does not affect ltny of the
following: ,
(1) Audit requirementa 1n §84.26.
(li) Property management require-

ments in §§B4.03(b.) throug'h (g).
(iii) l'teool'da retention as required In

§B4.53.
(2) After closeout of an award, a rela-

tionship oreated under an award may
be modified or ended in whole 01' in
part with the oonsent of HUD and the
reoipient, ,pl'ovided the l'esllonsibil1ties
of the reoipient are oonoldeJ'ed and pro-
visions made for' oontinuing respon-
sibilities of the recipient, as appro-
priate. '

APPENDIX A '1'0 PART 84-00NT.RAOT
, PROVISIONS

All conbracbs, awarded by a reoiptent In-
oludllJ/l' IlmalJ purohllllos, Shall oontaln the
follow!Dg- pro.v:lslona lIllapplloable: '
, 1. EglUtl Emplol/ment Opportunltll-All con-
traots shall oontaan a prov1Plon requiring
oompllllJloe with ]!l.O. 11246, "Equal Employ-
ment Opportunity," as Imlendadby ]!l.O.
11376, "Amending l!Ixeout\ve Order 11246 Re-
lating to Equal Employment Opportunity."
and e.e Bupplemented by regulations at 41
011'Ro part 60, "Offioe of Federal Oontraot
Oomplll).Doe Programs, Equal ]jlmployment
Opportunity, Dopartment or Labor. "
2. aOP61and "Antl-KlokbClOk" Aot (16 tis.o.

87d. ana 40 u.s.a. il760)-All oontrAOts and SUb-
grants In excees of S2000 for oonstruotion or
repl\,ir awarded by reolplenta and aubrsotpt-
entll shall inolude a provision for oompl1lll1oe
wIth the Oopeland "Antl-Kiokbao)r" Aot (10
u.s.a. 874), as Bupplementod by Department
of La.bor regUla.tlons (29 011'11,part S, "Oon.
traotors and Suboontraotors on Publio Build-
Ing or PubUo Work ll'inanoed in Whole or In
Part by Loans or Gre.nts from the United
atates"). The Aot proVides thllt ell,oh con-
traotor 'or subreoiplent shQ.Ube prohibited
from !Dduoing, by any means, any perllon
emploYlld in the oonetmctlon, oompletloll. or
repair of pUblio work, to give up any part oC
the eompsnaablon to whioh he is otherwise
entitled. Thll reUiplent BMIt report all sus-
peoted or reported viollltions to Bl11>.
, a. Davis.Baoon Adt, as /IIlIended (40 u.s.q.
276a to a-7)-When required by Federal pro-
gram lagi.slation, all oonstruotlon contracte
awarded by tha reoiplents and subreolplentll
of more the.n $2000 shll,U Inolude II; proviolon
tor oompllanoe with the l)Q.vls·Bacon Aot (40
u.s.a. 276a to 1lr7) a.nd 80 8upplemented by
DepQ.rtment DC Labor regu!atlQns (29 OFR
pa-rt 6, "r,.l\,bor Stanclards P~ovlelons Applioa-
ble to Oont1'll.ots ~overnlng Federilly Fl.
nanoed ll,nd Assisted poustruotion "). Under
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OlfJce or the SecretClry, HUD

this Aot, oontl'lIotol'S ahe.ll be l'oqillred to pny
wages to Iaborera Qnd meohnnlos II-t a l'ate
not leSB than tbe nlinimum wag-es Ilpeoifled
In' a wage determination made by the Seo-
retary, of ~apor, III addition, oontl'aoto}'s
aha.11be x-equil'od to pe.y wag-es not Iess tbllD
onoe a weak: The reoiplent sball plaoo a oopy
01' tho OUl'I'ent]Jl'eva1llng-we.ge determination
Issued by tbe Department or Labo)' in' eaob
sOlioltation and tbe e.wal'd or a oontraot shall
be oondltloned upon the acceptance ot the
wag'e determination, The reolpient ahall reo
port all SUOPeoted 01' reported Viola.tlons to
HUD,
4. OOl~tr"ol' Work HourI emil Satetv StC11~daTd8

Aot (40 u,oS.a. 327 through 333)-WJlel'o appl1.
oa.ble,'1\J1 oontl'aots II-warded b~' l'eolplents In
exoeas of S2000 for OOlletl'uotion oontracts and
in excess or 82600 fOf other oontraots tbll-t Ill.
volve the employment or meobanios 0)' labor-
ers ahll-ll inolude ,II-Pl'ovieion for cempltanee
Wit)l Seotlons 102 anI! 107 of the Oontract
WOl'k HoUl's and Safety Standll.l'ds Aot (40
U,S.a. 827-838), as sU)Jplemented by Departr-
mont of Labol' regula.tlons (29 01l'R PII-l't &).
Under Seotlon 302 or the Aot, eaoh OOIl-
traotor shall be required to compute the
wages of eV,erymecnantc and laborer on the
basis or a BtaDdll-rd wOl'kweek or 40 hours.
Work in excess or the ~tanda,l'd workweek is
permisaiblo provided that tbe wOI'ker Ie com-
pensated II-ta rll-te ,or not less tha.n l'h times
the ba.sio rate of PII-Yfor 1\.11hours ,wol'k6d in
exoeas of 40 hours in bhe workweek. Seotion
107 of the Aot is I>.pplloable to' oonstruotlon
wOI'k II-udprovides that no )l>.bOl'e1'or me.
Ohll-lllo,sha.ll be requu'llli to work In SU1'-
l'oundlllgs Dr under W01'king oondltions
whloll are UDsanltal'Y, hazardolls Dr dan-
g-lll'Ous.These 1'llqulrements do not apply to
the purohase!; of supplies 01' materials 01' ar-
tioles ordinarily available on tho open mar-
ket, OJ' oontraote far transportation 0)' trans-
mfsatoa of intoll1gllnlle.
, 6. lI./p/lts tb Inveht/olls Made Under a Dou-
tract or Agreemant-Ooutraots or e.graoments
for the perfol'ma.)l06' tli axp81',hnontll-l, devel.
opmental, OJ'l'aeearoh work ahall );ll'ovlde tOl'
the rights of the Fedel'a) Govel'l1lnent a.nd
the reoiplont in II-ny l'66lllbinll' invention in
aceordauoe with 87 OFR ,l>lwt 401, "Rigllts to
Invention6 Made b3' NOllPl'Of:lt01'gll-nlze.tiona
anll Small Buslneaa 1!'il'ms Under Govel'n.
ment Gl'ants, Oonbrl\,Ota and OoOpol·e.tive
Agreements," e.nd an3' implementing regule.-
tlons iaslllld by HUD.
6. Olean Air Aqt (42 u.oS.a. 74018t sOQ.)and

tile Fedoral Water Pollution Oontrol Act (33u.s,a. 1251 8t 869.), cs n/lIIl1u:led-Ooutl'e.ots
and Bu\>grantB of amonnte 1il e>l06S8 of
$100,000 sbn.1I oontedn a ]Jl'ovlsian tllat re-
quires the l'eolplout to all'l'eo to oompl~' with
a11 e.pplio9.ble sta,ndards, ol'del'~ o!', j'agula.
tlona lSl,luedplll'Bnant to the Olean Ail' Aot
(42 U.S.C. 7401 at 809.) and the Fedel'al Watel'
l'ollntion Oontral·Aot as amended (83 U.S.C.
1261 6t 88(/.), Violations ahllll be l'sported to

PI. 85
llUD a.nd the Regional OfflOBor the lDnviron-
mental Pl'oteotion Agenoy (EPA).
7. Bvrd Antl·,l.obbVlng Amendment (J1 U.B.O.

1352)-Oontl'llotOl'S who apply 01' bid for an
l\wll.1'dof S100,OOO 01' more shall fUe the ra-
qulred 'oBl'tlf.loatlon. Daob tiel' oerti!1as to
tbe tiel' 'above that it wm not I\,Udhas not
!laBd Federa) approprla.ted funds to pay any
)lerson 01' ol'll'anlzatlon lor in11ueDolnll' 01' at-
tempting' tQ innuenoo an OUiCel' 01' employee
of any Ag-enoJ',a memberor OOllgl'eaB, otfioel'
01' employee of OOng'l'eSB,01' II-nemployee or a
member of Oonlfl'8Sllin oonneotdon with ob-
talning Iloll3'Federal oontl'aot, ll'rMt 0)' a.ny
othel' award oovered li~' 31 u.S.a, 1352. Eaoh
tie)' shall e.lJ;o dlsolose a.ny lobbYing vo'itb
non-Federal !nnds that takes plMe in con-
nection with obtp,ining any Fedel'alaWlIol'd,
Suob dlsolosures 'are fOI'warded il'om tier to
tier up to the l'eolplent.
[69 FIt 47011, Sept. IS, 199d; as amended a.t 72
1I'R73«93, Deo. 27, 2007)

PART 8S-ADMINISTRATIVE RE"
QUIREMENTS FOR GRANTS AND
COOPERATIVE AGREEMENTS TO
STATE, LOCAL AND FEDERALLY
RECOGNIZED INDIAN TRIBAL
GOVERNMENTS

Subpart A-Gene1al
seo, ,
86.1 Purpose p,ndscope of tbls part,
85.2 Soope of subpll.l't.
66.3 Dofinitions.
86.4 Applloabillty,
85.6 Effeot on othel' Issuanoes. ,
86,6 Additions roid exceptions,

Subpart a-Pre·Award Requirements
66.10 Forms for applY1n1l'fOl' 1l'1'a.ntll.
86.11 Stllote plans,
06,12 Speojal grant 01' su\>grant ooudltions

ior·lIhigh-risk" g-l·antoes.

Subpart C....;P6sl~AwQrcl RequIrements
FJNANOLAL ADMrms'mATlON

86.20 Standards fOl' finanoial manasement,
systems.

85.21 Payment.
65.22 Allowa\>le coats,
86.23 Perlod or ava.lIablUt~' of fundB~
86.24 MII-tohiug 01'cost shat'lng.
86.26 l'l'Oll'l'lI-mincome,
06.26 Non-Fedel'N II-udlt,

OHANG:RS,fRO)'>ERTl", AND SUBAWAlIDS
. .,
OMO Olla.nll'Bs.
65.81 Rea.l pl'opal'ty,
85.82 ECj\iipment.
'86.33 Supplies.
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PI. 230

B.Indireot oost allonations not ulling l'ates.
In oortain sltuAMona, 11.governmental unit,
bsonuee oI the llatlll'B or ltD I\.WlwC!e,ma3' be
l'equll'&il to develOp' a oost allooatlon plan
tllat distributes Indireot (and, in Borne cases,
dll'oot) OOBtsto the s,lllioifio funding 20\\1'098.
III these OMBS, 11.nal'l'lIth'e (lost allooatdon
metllodology sllOnld be developed, doeu-
mented, 1ll1ll11taj~edfor audit, 01' Ilubmitted,
as apPl'Oprillote, to tlls oognilla.nt agenoy for
review, negotiation, '1IoII!lapPl'DVlIl,
~. Appeals. If a dIBPuteal'!ses hi a. negotia-

tion or Il,)I indil'Bot oost rat.a (or other l'a.te)
between the oogniza.nt IL8'BIlOy and the goV-
Bl'nmentlLJ llnlt, the dispute shlLIl be l'esolved
In accordanee wJth the ILPpeals Pl'00edui'6s of
the oognizant p,genoy:
6. Oolleotlon of unll.llowa.bJe oeste o.nd 61'1'0-

naoua pa.yments. Oosts speo1fioa.lly ldentifieil
Il.S unanowame and oharged to Federal
aWards either direotly or indireotly wlll be
refunded (inoludlng interest oba.rll8able in
aocordaune With a.pplloil.ble Fllde1'a.J a.g'eDoy
reglllatloDa).
6•.0MB Qsalsto.noB, '1'0 the extent tba.t Pl'ob-

lems are encountered lI.D'long the. Federal
,agenoies enD/o!' /l'ovemmental units in Don-
neotdon wIth the negotlll.tion ant!. ll.pprbvll.l
prooess, oMil will lend aeslstanoe, as re-
quired, to reaotveauoa problems in Il. timely
manner,

PARTS226 ••.229 (RESERVED]

PART 230-COST PRINCIPLES FOR
NON-PROFIT ORGANIZATIONS
(OMB CIRCULAR A-122) .

BBP.
280.6 Purpose.
280.10 Soope.
280.16 Polloy:
230.20 AxlPllcll.blllty.
118.0.25 lJerlnltlone
280.80 OMlll'6sponslbllltleB.
280.~.5 l!'ederll.l agenoy responsibUlties,
230.40 lilfieoMv8 date or OlllloIlges.
280.46 ltelll.tloDahlp to pl'evloullIssuance.
230.60 Iilformll.tion bonta.ot .:
APP,BNDIX A TO P JJl,T 23D-GlDmm.AL P.l1.lN-

OIPJ.lllS •
ApPIilNDIX :e '1'0 P JJl,T 290--SIiJI .•EOTJDD ITlilMS OF

OOST .
APPENDIX 0 '1'0 PJJl,T 23Cl-NON-PROFlTORGA·

NlZA'l'lONB NOT ,SUBJIWl''r9 'l'l3IS PJJl,T

AUTBOR!'fl':81 U.B,Q. 60S; 81 V.S .•O. 111i;' 41
u.s.o, 406; Reol'ganlzation Plan No.2 of 19?Oi
l!l.O, 116U, 85l!'R 10737, a OFR, 1966-1970, p. 939

SOl1.Ro.m:70 FR 61927, Aug. 31, 2006, unless
otherwlBe noted.

.'" '.

2 CFRCh. II (1-1"'{)9 Edlllon)

UBO.5 PUl'J?OSB.
This part establishes' prinoiples COl'

determining coste of grants, oontraots
and other ag'l'eements With Don-profit
organizationa. .

§28o.1Cl Soope.
(a) This. paJ.1; does :not apply to 001-

leges and uniVel'Bities whioh are oov-
el'ed by 2 OFR part 220 Oost Prinoiples
fOl' Eduoational ID.8titutiona COMB Oir-
oular A-lll); State, local, and fedel'ally-
renogmzed Indian tribal governments
whioll aJ.'e oovered by 2 OFR part 225
Oost Prinoiples for Sw.te,· Looal, and
Indian Tribal Goverliments (OMB 011'-
OUlM' A-87); or hospitals.
(b) The prinoiples deal with the Bub-

jeot of oost determination, and make
no attempt to identify the oir-
oumstanoes or diotate the extent of
agenoy and' ·non-profit organization
partioipation in the finanoing of a par-
tiowal' projeot. Provision fOl' profit or
other increment, above oosn is outsiCl.e
the ~cope ofthie.part.

§.280.15Po~c:iy.
The pi'inciples. are tlesigned to pro-

vide that the Federal Government bear
its fa.ir share of coste exoept where re-
strioted or prohibited by law. The prin-
'ciplell do not attempt to presordbe the
extent of cost ShM'lng or matob.ing on
grants, contraote, or other agreements.
However, suoh oost sharing or matoh-
ing shall not be Moompliahe'd through
arbitrary limitations on individlUlrl
oost elements by Federal agenctes,

fi 280.20 Applicability.
(a) ThesB prinoiples shall be used by

all Fedel'al agenoies in determining the
oosbs of work performed by non-pl'ofit
o~'gauizationa \1Jlder grants, onopera-
tive agreem.ents, oost reimbursement
oontrsote, and other contcaots in whioh
oosts are used in prioing, administra-
tion, 01' settlement. All of these instru-
ments are hereafter referred to as
awards. The prinoiplell do not apply to
awards under which a.n ol'gf,l,uizll.tlon is
not requited to account to the Federal
Government fOl' aotual costs incurred,
(b) All cost reimbursem.ent sub-

awards (subg'l'ants, subcontracts, eto.)
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are subjeot to those l"ederal oost prtn-
oiples a.ppl1oable to the partdeular 01'-
ll'anillation concerned, ,Thus,' if a
subawa.rd Is to a non-profit orgMlilla-
tion, this part shall appl~; if a
subaward is to a oommsroial organtaa-
tion, the' cost prinoiples applioable to
oommerotal concerns shall appl~: it' a
aubaward i8-to II. oollege or un1verllit~,
2 OFR part 220 shall apply; if a
subaward 16 to a Sta~ll, 10011.1, or feder-
ally-reoognized 'IndiMl tribal govern-
ment, 2 OFR PllJ't 226 sh",n p,pply.
(0) lllxol1,U)ionof some non-profit 01'-

ganillll.tions. Some non-profit orgMlilll\,-
tiona, because of their size and nature
of operations, OMlbe oonsidered to be
simUll,r to commercial ooncems for
purpose of applioability of oost prin-
oiples. Suoh nOD-profit orgll,Dizations
sha.ll operate under :Federal oost prm-
oiples applioable to oommercial con-
oems, A liating of these organizations
is contained in App(1),dix 0 to this part.
Other organizationa may be a(lded from
time to time.

§280.26 Definitions.
(a) Non-profit organization means

any oorporation, trust, assooiation, 00-
operative, or other organization which:
(1) Is pperated primarily for 80i-

entJ.tio, eduoational, Bervioe, ohari-
table, 'or,similar purposes in the publio
intereBt: ,
(2) Is not organized primarily for

profit: and
(8) Uses its net prooeeds to ma:tntain,

improve, andlQrexpand it!! operations.
l"or this purpOllEi,the term "non-profit
organization" excludes oollell'es and
universities: hospitals; State, 10bal,'
f\.nd federally-reoognilled Indian tribal
governments; Mld those non-profit or"
ganiza.tions whioh are excluded from
ooverase of this PlIJ't in accordance
with §230.20(o). '
(b) Prior approval means seourmg' the

awa.rdirill' agenoy's permission in ad-
vance to inour OOBtfor thoBe items
that lIJ'e designated as requiring prior
approval by the part and its Appen-
dioes. Generally this permission will be
in writing. Where an item of oost re-
quiring prior app.roval 1s speoified in
the budget of an award, approval of the
budget oon!ltitilte,B approval ot that
oost.

§230.50

§280.80 OMB responsibilities.
OMB may gTMlt exoeptions to the re-

, qutrements of this pllJ't when permis-
slble under existing- law. However, in
the interest of aohieving maximum
uniformity, exoeptions will be per-
mitted only in highly unusual oir-
cumetaneea,
§280.8li Federal IIgenoy responsibil·

Ities.
TM head or each Federal 'agenoy that

awards and administers grMlts and
agreements Bubjeot to this part is reo
sponsible for requesting approval from
andlor oonsulbing' with OMB (as appli·
cable) for deviations itom the guidance
in the appendioes to this part a.nd ner-
forming the applioable funotions speci-
fied in the appencUo&sto this part.

§280.40 Effective dllte of ohanges.
The provisions of this part' are effeo-

tive August 81, 2006. Implementation
sllall be phased in by inoorporating the
prOvisions into new awards made after
the start of the organization's next iiB-
oaJ year. :For existln~ awardS, the new
prinoiples may be applied if an organl-
zf\.tion and the oogni~ant l"ede1'al agen-
Oy agree. Earlier implementation, or a
delay in implementation of individUll.l
provi'Bions, is also permitted by mutual
: agreement between e,n organization
IJ..ndthe oogniza.nt Fedel.'al agenoy.

§280.46 Relationshlp 'to ,previous
Issuance, '

(a) The guidanoe In this part pre-
viously was issued a.s OMB Oirowar A-
122. Appendix A to this part oonta;ioe
the guidanoe that was in Attaohment A
(general prinoiplea) to the' OMB ctr-
o~lar: Appendix 1l00ntains the guid-
anoe that was in Attaohment 1l rse-
leoted items of oosb) to :the OMB oir-
oular; and Appendix 0 containa the in-
formation that Wall in Attaohment 0
(non-profit orga.nizQtiona not subjeot to
the OiroulllJ') to the OMB oiroular.
(b) Hist'orioal1y, OMB OIroular A-122

.superseded oost prinoiples issued by in-
dividual agenoies for non-profit organi-
za.tions.' ,

§280.60 lnfonnatlon contact,
:Further iriformatlon conoeenine this

pf\.rt mf\.y be obtained l,Jyoontaoting- th~
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Offioe of Fedel;al Finanoial Manage-
ment, OMB, Washington, DO 20508,
telephone (202)S1l0-899B.

ApPElNDIX A TO PART 23D-GENIDRAL
PRINOIPLES

QEN1!RALo l"JUNOlPLlilS

T.AllLl!l OF OONTmms
A. Baslo Oonslderatlons
1, Oomposltion of total onsts .
2. Faot,oJ's affBotlng' aliowabllity of ocsts
3. ReMlonp,ble oosts
4. Allooable oosta
6. Applioll,ble '01'lldlta
6. Advanoe I1nde1'atandlnga
7. Oon/l1tlonal exemptions

B. Direot Oosts '
0, Indlreot Oosts
D. Alloo!l.tlon or lndll-eot Oosts and Detsr.

mtnattou of Indlreot Oost R!l.tes
1. General
2. Slmlllitied alloo!l.tion method
a.Multiple Rllooatlon baBBm&thod
4, Direot allooatlon method
6. Speolal:lndlJ'80t cost retes

JjJ, Negotiation and Approval or IntUreot Oost
Rates

1.Definitions
2. Negotiati!lli'and approval of rates

\1EWJ!RAL l"JUNOlPLES

A. BaBio Oonslderations
1. oompositton or total coste, 'l'he tota.l

cost or p,n award is the sum or the allowable
direot and allooable Indlreot coste less an3'
appllo!l.ble oredite.
2. Fa.otor& a1'feot!ng allowabil!by of ooats.

To be allowable under an award, coats must,
meet the following general oritel'1a:

11.. Be ~'easonable fo~'tlie performanoe or the
award Il.nd be 1Io110oabiethereto under these
pr1nolples. '
b, Oonform to a.ny limitations 01' exclu-

,slous eet forth in these prinolples 01' in the
II.wlwdae to types 01'amount of oost itsms.
c, Be ooneletent wltl1 polloies and prooe-

dures that apply unifol'ml~r to both fedel'lIlly-
finanoed and othel' aoMvities oUhe Ol'll'all!zll.-
bion. ,
d, Be aoool'ded oonsillten1; treatm~nt.
O. Be detsl'mlned in aooordanoe with geil-

orally acoepted acoounMng pr:lnolples
(GAAP),

t, Not be Inoluded as a oost ol'used tomeat
coat shM'ing or matohil1ll"' requtremeuts of
an~r other feder&1ly-fine.noed pl'ogralll In ei-
ther the ol;U'rent or 'a priol' pel'iotl.
Ir".Be adequately tloQumel\ted. .'. '
8. Reasonilble oosts. A .costIe I'easonable if,

In its nature 01' amount, It c'lotis'not exoeed
t11o.t whtoh would be Ino\U'!'ed by a pI'qdlint
pel'sou undel' the otrcumatauces pl'evo.1l1ug'at
tlle time tile dectslon was mane to Incur tIle

- .~.. .

.,;

2 CFRch. II (1-1-09 Edition)

oosts. 'l'he question of the l.'sasonnblenells of
speolfio oeste must be sorutlnized wltl! par-
tiOulll,I' oal'e III ocnneotaon witll ol'll'anlzatlons
or sepll.rs.ts divisions tbsreof Whloh receive
the ]ll'epondsl'anoe of theil' SUPP01't from
a.wal'ds made b~' Fadel's.l agenole.s. In deter-
mining' the reasonableness or s. given cost,
oonslderatioll shall be stven to:
a. "'l1etI191' the oost is of a type genel'ally

l'eoognlzed as ordinary aJld naOeSflB.rYfOl' the
operation or the organlza.tion or tllo pertol'm-
aaoe or the award.
b. The restraints or l'equlrements imposed

by suob laotOl'S as generally a;ooapted sound
bueinees Pl'aotioee, anne length bargaining,
Federal I\l:ldstate laws and regulations, e.nd
terms and oonditions or the a.ward.

O. '''bethel''the individuals concerned aoted
with prudenoe in the otroumatancea, oonsid-
ering their respone1b1l1tlee to the Ol'gWZIl.-
tlon, It~ membere, employess, antl oltents,
the publio at lars-e, and the 'Fedel'a.l Govern-
ment. "
d, SllPilfioant devla.tionB Irom· the esbab-

lIuhed pI'actioe» or the organiza,tlon .whiob
me.~' unjusblfiably Inoreaae tbe awa.rd ccabs,
4. Allooable oosts, 0.. A oost is I\.lloo$.ble to

a pll.t'tloulat boet objeotlve, 8\\Oh as e. /ll'wt,
oontraot, projeot, servtce, or other aotlvlty;
in acoordance with the relative benefits 1'1l-
oelved, A 008~is &11000.1118to e. Federal award
if lt 10 troll.ted obn&1etent13' with other' oosts
Inourrad COl''the same P1ll']lOSS in ilke oir-
cumet!l.noes !l.ndif it:
(1) Isinom'rod' BpiH)Uioan~'for the aWll.l'd. .
(11) Benefits both the award and otbe~' work

and can be dJetrlbuted :In rel\sonlloble propor-
tion to the benefits reoelved, or
(8) Is neoessa.ry to the overall opa;ra~ion of

the orglloniza.ticn, although a dlre'ot relo.tiou-
shill to any pa.rtioular Dost objeotive oannot
be shown,
b, Any oost ll-lIooable to ll-partlonla)' award

01' otber oost obJeotlve undel' these prlno1plea
may not be shifted to othel' Federal' awards
to overcome fUndiDg·dellole.noles, 01' to avoid
l·estl'lotlo.l1s imPosed b3' law 01' by the terms'
of the o.ward.
6; Applicable oredits. 11. 'rbe term applioa-

ble oredltsrsfel'B to those reoeipts, 01' renno-
tion or expenditures Whioh operate to offset
CI'reduoe expense Items tha.t 1\1'eallooo.ble to
awal'ds as d~l'eot 01' Indll'~ot costs. Typioal
exaruples of suoh tl'allSB.ct!O.l1S'are: 'Purohase
d1eoounts, rebl\tes 01' anowanoea, reoeivel'les
,01' :indemnities on Iosaes, msuranoe rllfun(ls,
and adjustments or ovel'p$.yments 01' 81'1'0-
neous abll.l'ges, To the extent that euob ored-
Its a.Ool'l\lng 01' reoeiven by' tbe orgll.nizll-tion
l.'el~t6 to allowable oost, th&~' allall be oren-
ited to the Fedel'al Govei'nmeut elther as a
coat reduetton 01' casu l'efund, as l1.ppro-
pl'.ll1.te. ' , '
b. In some 1nstl\,noes, the amountareoelved

'from bllBFederal GOV61'1lment to iina.nlle 0)"
8"anizllotionai l1.otlvlbies 0)' sel'vloe opel'lItions
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should be treMed as Applioable oredits, SPe-
olfioally, the oonoopt of nettinll' suoh oredlt
Items agaInst relatsd expendItures should be
IIppUed by the Orll'lI-lll~atlon'in detel'mlnlng
tllO :ratea 01' amounts to be oharll'ed to Fed-
eral awards for services randsred wheneVGI'
tho fll-oillties or other reaourcea used In pro-
vldlng euoh aervloes have been lInanoed dl-
I'GoMy,In whole or In Part, by 11'ederll-lfunds,
0, 11'01'rUles oOVel'lngpl'Oll'rll-mIncome (r.e.,

grosil Inoome earnsd rrom federally.sup·
ported liotlvltles) see §216,~ of 2 Ol1'RPlll't
216 Uniform AdmInistrative ReqUlroments
for Grants and Agl'eements with Institutions
of HlIl'MI' Eduoatlon. Hospltnls, a.nd Otller
Non-Prol'lt Orll'l\nl~lI-tlonB(OMB Olroular A-
110), . '
6. Advanoe underatll.ndlnll'll. Under nny

given awnrd, the rensonnblenesB and
nllooll.bll1t.y of oertain Items of oosts may be
d1frtoult to determine. This 10 partioti.1arly
true in oonneotlon with organillo.tions that
reoeive a preponderanoe of their lIupport
from Fedllrall\ll'&noleB, In order to avoid sub-
sequent dlllallowElnoo or Wspute based on
l1ll1'eaaouo.blene.os or nonMlooablllty, it is
often desirable to seok a written a.greement
with tbe oOlfIllzant or aWo.rdlnll'l\Il'enoy in ad-
vance of the Incurrenoe of 8peola1 or unusual
costs, The abaence of an advance ngTeement
on any element of oOBtw1ll not, dn ItBeU, nf-
feot the reaBonableness or allooablllty of
tllat element.
7. Oondltlonal exemptiollB. n. OMB author-

Izes oonditlonal exemption from OMB admin-
Istrative requlreDloJits and oost prinolples
ror oortMn Fedel's.l p):,Oll'rama with siatu-
torlly-authorll1led ooneolldnted planning and
oonsolldatod administrative tunding, that
are Identlfl6d by eo Fedllral l\Il'enoy and all-
proved by the beaa of the Exeoutlve depnrt-
ment 0).' estll.bllsbmont. A Feders.1 agenoy
Bhll-lloonsult with OMB during its oonslder-
atlon of Whether to lIl'ant suoh an exemption.
b. To promote efflolenoy In Stll-te and looal

prolfram adminlstra.tlon, when Federal non-
entitlement programs With common pur·
poses have IIPooUio stntutorily-authodl1led
oOllBolidnted planning and consolldatsd ad-
ministrative funding and where .most ot tho
St8.te alfenoy'll resouroes oome from non-
Federnl aourcas, Federal a8'OIlolell may ex-
empt these covered State-administered. non-
entitlement lfrl\Ilt proUfnlIlB rrom oertll-In
OMB grants management, requirements. The
exemptions would be from all but the
allooab1llty of oosts provisions of Appendix
A, subseetdon o.e. ot 2 OFR pllorb 225 (OMB
Ol1'oula1'A-a?); Appendix A, Seotlon 0.4, of 2
OFn. pJ!ol'b!l20 (OMS Olroular A-21); Seatlon
A.4. of this appendix; nnd from nil of the ad·
minlstrs.tive requirements proVisions of 2
OFR PII-l't 215 (OMB O11'Ouln1'A-l10) a.nd the
ngenoles' gran'te marialfement common ~ule •
. 0, When 0. Federal a.genw provides this
nexlblliby, as II prerequlSlte. to II State's ex-
erolslng thIs oplilon, a Sta.te must adopt Its

Pl. 230, App. A

own Wl'1ttsn Cisoal and admlnlebl·"t1 ve re-
quirements for expending and nooounting for
all funds, whioll are conSistent with the pro-
visions of 2 OFR Part 226 (OM8 Olroular A-
87>.nnd extend suoh polioles to nil subrecinf-
ents. These fisoal nnd admlnlstra.tlve re-
quirements must be Burtlolently speolfio to
ensure tbPot: l1'un!ls are uaod In compttance
wl~h all aPJlIlOlloble J1ed~I'al sbntutory lind
fefl'ulntory provlslona, ooet8 Pore reasonable
and neoeesll.l'Y {or operatinfl' these prOlll'lloll1B,
and funds n1'8 not to be usad for Il'oner!>'lex-
penaea required to olirry out obher respon-
BlbllltleB of p. State or Ito subreolplenta.

B. Dlreot Costs
1. DIl'6ot coats are those tllll.bCan be Iden tl-

fled BPeoifioally with a pp.rtloulp.l' final ooat
obJeotlve, I.a.,' A partloular nward, projeot;
servloe, or other dli-eo~notivlty of an organl-
~a.tion, However, a. o()sbmay not be a.eslgned
to an award a.e a dlreo~ oost if nny obber oost
Incurred for tbe same purpoQe, In ·like cir-
eumstanoe, has. been ll.11ooated to an nwa.rd
Q,8 eon indireot cost. DoBbsidentified speoir!-
onlly with awards are dlreot coate of the
awards and are to be 1l~811fI1eddlreotly there·
to. Oosts Identified speolfloa.l)y with other
final oost objeotives or tbe organltatlon arB
dir~ot oosts of tbose coot obJeotlves and /l.!'e
not to' be lUlslgned to other awards dlreoth'
Dr indireotly.
2. Any dlreot oost at II minor amount may

be trail-ted as an Indlreot oost for reaaona of
Pl's.otioll-lity Whore the aooounting trentmeDt
for such cosn 18 oonslstently ILPpljed to all
(lnal coan objeotlves. .
3, The oost of oerta.ln aotivitles are not al-

lowable All oha.rgas .to Federal II.Wll.rds(eee,
for example, fundrs.telllir oOsts In patll8'ra.ph
17 of Appendix :B to this P1U't). However, even
though these ooste an tmallllwable for :pur-
peaes oC oomputlng obarges to Federal
awards, they nonetbeless muet be treated as
direot oosts Co).' purposes of determining indl-
reot oosu rs.tes a.nd be s.lIooMed their share
of the organll!llltion's Indlreot oosta If they
represent Il.Otivltles whloh Inolude the 80.1a·
rlea of personnel, oooupy spaoe, and benefit
from the organization's indlreot oosts,
4. '.I'be oeste of aotlvltles performed prl-

marlly as a service to members, olients, Dr
the general publio When SilfIllfiollontnnd neo-
essnry to tbe organll\~t1oli'B waslon must be
trented as dlreot oosts whether or not allow-
ll.ble and be allooa.ted an eqUItable ehe,re of
Indlreot ooate. Some eXl\.mplesof these types
of IIDttvltles inolude:

11.. Maintene.noo of mombers1l1p rolls; Bub-
soriptions, publiop.tlollS, I\Ild relate\1 Cuno-
tlons,
b, ProViding aervtces and Informntlon to

members, le!tlsll\.tln or admtnlllwlltive bod.
les, or the publio. .
'0. Promobion, lobbying, p.nd other Corma of

publio relntions.
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d, Meetings a.nd conrerenoee exoept thoBe
held to conduct tbe general a.llmlnistl'atlon
of tbe OI'lIllIllzation,
B, MalntsnlUloll, PI'Otsotioll, and Invest-

ment of speola.1 funds not uBed in o)lerl1.tion
of tlle ol'gaulzatloll,
f. AdmlnIBM'l1.tionof BI'OUPbenefits 011be.

half of members or olients, inoilldlllg life IUld
hospital Insuranee, Ilonnuity or rs~lremllnt
pla.ns, fina.nollll ll.Io.,eto.

0, Indireot Oosts
1. lndil'eot oosts a.re those tbat lliwe been

inoUl'l'ed for oemmon or joint objeotives IUld
oannet be rea.d1l3' identified witb a pM'·
tio.ulal' finlloloost objeotive. Direot Dost of
minor' amounte may be trep,ted aa ill.dil'eot
oosts under tbe oondltlone desDl'lbed In sub-
paragl'llph B,2 of thiB appendix. After direot
oosts bave nsen- detel'mined lUld Bllsignall di.
reotl)' to awardB or other work aa appro-
pl'lats, indlreot oosts are those remaining to
be allooa.ted to benefiting- oost Objeotlves, A
cost ma.y not be a1looll.ted to an a.ward as B.Il
indireot Dost if B.Il3'other oost lnolll'1'ed fOI'
the same purpose, in like orroumstances, has
bean asslgned to sn I\.Wll.l'das a. direot cost,
2. BeolloUSsof the diverse ObM'I\oterlstios

and I\.Ooountingpra.ctioss of non·profit' orga·
nizElt1ons, It is not possible to speoify thll
tYPeS of oost whioh mll,Ybe olassifled as Ind,!-
rsot oost In 1l.1lslbup,tlona, Howevel', typiop,l
exo.mples of indlreot oost for mp,ily nqn-pl'of.
it org'anizatiom ma~' inolude depreolatlon 01'
Use allowanoes on bUildinga IUld equipment,
tbe costa 'Of operating IUld malntMnlng ra-
0111bles,p,nd genel'al a.dminlstra.tion and gen-
erp,l expenses, suoh as the aalal'les 1Ul(/ex-
panses of eXeollt~ve offioers, personnel ad-
minlstl'aUon, and aooounting,

, 3. Indireot oosts shll,ll be oJassified wltbin
two broad categoriss: "FMlIitles" and "Ad.
mlnlstra.tlon~" "FaollftleB~' is defined as de-
pl'eoillotion and use allowanoes on bllildlngs,
equipment and oll.pital jmpl'ovement, Inter.
est on debt MSooIa.ted wi th oel'taln buildings,
equipment and oapftal Improvements, and
operations and malntenanoe expenses, "Ad.
ministration" Is deflneo lUI general nllminls-
tration and Benel'a.l expenses suob as the dl.
reotor's off/DB,aooounting-, personnel, llb1'ary
expenses AJldall other types of expenditures
110t listed speoifioall~' ul1del' one of tll8 sub-
oategOrles Of"lI'll.OllItles" (Inoludlng orcas 1101-
locations !rom other pools, where p,pplloa·
ble), 'See indireot oost ~'~te l'eporting require·
111911ts11lsl1bparagl'a.plls D,2,o a.nd ]),8;g of
tliis appendix.

D. Allooatlon of Indil'eot Oosts and
Detel'nllnatlon of +nd,!l'eo.tOollt Ra.tes

1, Generllol.1\,VI'llere l\ non-PI'ofit orgll.lllzl\-
tlon hBll onl~' .one major runetton, 0)' Where
all its majo!' funotions benefit from its Indl-
reot costs to approximately· the eame degree,
tIle allooa.tIon of Indil'eot oosts and tus com-
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pnta.tlon of an jnllb'eot oost 1'ate m~' be aD··
oompllshed tbl'Oull'h simplified a.llooation
procedures, as deSOl'lbsd 1):1llubpal'agl'aph D.2
of .this p,ppelldlx. .
. b. Wl1e1'8an ol'ganizatlon bas severll-l major
runonons whlob benefit fi'om its Indlreot
costs In nryiull' degrees, Il.llOOll,tjollof Incl!·
reot costa may require the lloOoumulatlon ot
suoh costs into sepal'a.te ooat gl'ouplngB
whloh thell are p,lIoollted ill.dlviduMI3' to ben-
efiting funotions by means of a base whioll
best meaeurea tbe re)ll,tlve dell'1'ee ot benefit,
The indireot costs allooa.ted to saob funotion
are nben dletributeil to IndividutIJ a.wllo1'dsa.nd
other aotlvitle8 Inoludecl in tha.t funobioll by
mBIUlSot an indireot oost l'stl;l(S).
0, The detel'minll.tlon of what oonstltutes

lion organizlltlon's mllojor runcttons w1ll de-
1>and 011 its PIll'POSSin belnll'i the types. of
servrces it I'enders to the pnblio, Hs olienta,
and its members; and the amount Of effort It
devotes to suoh aotlvlt1es M fundraislng,
publio Infolmatlon a.nd membership ll.Otivl-
ties.
d. Speolfio metllodq fol' l1011ooatlngIndlreot

oosts and oomputing indlrellt oost rates
along with the oonditions undel' whioh ell-o1l
method should 'be .used M'll desoribed In sub-
paragraphs D.ll tbroUll'110ot this appendix,
e. The base period fOl' the a.nooMion DC In.

direot oosts Is the porloa In whloh Quoh oosts
· are InoUl'l'sd Bnd aootlll1ulll.tep. for Il.llooation
· to wOl'k 1>erIormed in that period. The base
period ;normp,lly Ilbpuld eotnoide with the 01'-
ga.n1zatlon'll fisoal yell), but, in .Il.ny event,
8110.11be so 8eleote(/ as to aVoid Inequitills in
the eJlooa.tlon of tbe coste,
2. Simplified ll.lloo,a.tion method. a. 'WhSl's

an organization's majOl' funotions benefit
·trom Its Indireot oOllts to approximately the
same de8'1'ee, the a.llooatlon Of Indil'6ot oosts
ma.y be aooomplished b3' sepp,rAtlng tl1e orgll--
niZa.ti011'S total oosts for the base pel'tod as
either. dlreot 01' Indirect, and dividing the
total allOWAble ~ndir&ot ooats (net of applloll·.
ble oredits) by IUl equltll.ble di8tr1bu~ion
base, The result of this Prooess is an 1ndireot
oost 1'ate whiohlB ueed to diebributa indlreot
coebs to individual aWll.l'dq,The rfl.te should
be 6XPI'IlBsod as the :peroentBll'e whloh the
total amount of allowable fndil'Bot oosbs
boars to the bl\ee seleoted. 'J:'his metbod
should alao be usad where Il.n orga.nlZllotion
hM only one majo!' fun·otlon enoompasslng' ~
number of IndivIdual projeots 01' aotlvltles,
1\11(1may be used where the level of Fedel'al
llowal'ds to B.Il ol'g'anlzatlon is l'elp,tlvo~'
small,
.1>.Both tIle dll'oot costs IUld tbe indireot

oosts shaJl exolude oapltal expenditures IUld
ullaliowllble oosts.· Rowave1', unallQwable
oosts wl1lob I'Bpl'anent activities must be in-
oluded in tM llll'eot oosts unaer the oondl-
tions desorlbeil III Bubllll.rllll'l'll.phB, S of this
s.ppendb:. ..
o. The distrlbutlon base mt\,Y be toh) dl·

reot coste (exolUding os.pitll,) expendttures
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and ollhel' dlstorblng Itllms, suoh as major
Buboontraota or eubgrAnta), diraot salai'IGa
and wlIges, or other baDa whloh results In au
equitable distribution. The dlstl'lbution bl\lle
ilha.ll genel'ally exolUde 1l&l'tlolpll.nt SU}lPOl't
oosts M deflnell In para.ll'l'lLph32 DC Appendix:a.
d, lDx<lO)ltwhere a s})eola.l rAte(s) Is re-

quh'ed III MOoroa.uoe with sUbparAgj'Aph 6 DC
this appsndlx, the indlreot oost rAte devel:
oped under the above prl,nol}lles Is Il.pplloable
to allawlIr(\s at the ol·ll'lInl~ll.tlon. If Il.apaetal
rll.be(s) Is required, a)lproprlata modlCloatlons
shall be made in ordsl' to, dilveloll the apeolal
rll.te(B). '
e. l.1'oran organll\ll.tlon that receives more

than $10 million 'tn ))'ederal funding of dlreot
costa In a nODalyell.1',a bl'aa.1I:out or the Indl.
reot cost oomponent tnto' two, broa.d oa.t-
egorlea, l1'MIIltles Mld AdministrAtion as de.
fined 1n pubIUW~ll'1'~ph0.3 ot this appendix, ie
required. The rate In ea.oh oaae eba.lI be ata.t-
sd as tbe peroentage whloli the amount of
the pa.rtloUlar indlreot oost oa.tegoX'Y (i.e"
li'aollltilllj or Administration) is of the die.
t~ibutlon base Identified 'with thB.t oategory.
a. Multiple a.l1ooathlll base method.
a. Generlli. Where an orga.nJza.tion's tndl-

reot ooots benefit ita major funotlons in
vary.!ilg degrees, indlreot 0081;$ Bha.ll be MOU'
mulated Into separate oost groupings, I\.S d••..
sorlbed In subparagraph D.3.b of this allpen-'
db:. Jll~h grouplnll" eMU tben be a.l1ooabed.
Individually to benllfltblg" funotlons by
meane of a base wbloh best measurea the reI.
ative benefits. The defaUlt allooatlon bases
by oost pool a.re dellorlbed in subparagra.ph
D,S.o of thl~ app,endlx.
b. Xdentlfloa.tlon of Indireot costs, Oost

groupings Bha.ll be esta.bl1shed 80 aJ; to per-
mit the 1l1l00atlon of eaeh grouping on the
basis of benllfits provided to the mll.jor funo.
tlons. l1laohgrouping shl1 oonstltute a pool
of expenses tba.t a.re or like oharaotsr in
berms of funotions they benefit 90ndIn tarms
of the a.llooatlon bll,se wbloh bast measurea
the rela.tlv& benefits )lro\1id~d to each fWio-
blon. The rfouplnll's are OIa.BDlfiedwithin the
two broa.d oll,t$8'orles: "Faoilltles" and ·"Ad.
ministration." ae desoribed In ilubpa.ra8'1'aph
0.3 of this appendix. The indireot oost pools
are defined as follows:
(1) De}l1'eoiatlon Mld use a.l)owMloes. The

expllnses under this haalUng are the llortlon
of the oosts of llhe,OrganlllfLtiOn'B bu1ldlnll'B;
oa.plteJ improvements to la.nd Il.nd buildings,
Mld equipment whloh are oomputed In ao-
oordenoe with pl\ra.graph 11 or Appendix B to
this pa.rt ("DepreOiatlon Il.nd uee a.lloW'
ances"),
(2) IntBl'llst. Interest on debt l\lIBOoia.ted

with Dertaln bullclinl!'D, eqUipment and oap.
Ital improvements ",ra oomputed in accord-
Il.nOBwitb Plll'l\8'1'a.ph28 of AppondlxB to this

, part e'Intere.sW), , ,
.. (3) Operation and maintenanoe' expen~es.
The expenses under this headln8' 8.1'9those

', '
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that b90Vebeen Incurred for the a.dminiotra.
tlon, operation, mll.lnten90nce, pressrvatlon,
and PI'oteotlon oC the Drganlza.tlon's physloal
plant. They Includs expenses normally in .•
oUI'red tor suob items Ul Janitoria.l n,nd uen-
tty Bllrvioes; repa.lrs' ancl ordlna.ry or norm",1
alterations of butldlnllB, tU~n1tUl'eand equip-
ment; OM'eof ll1'oUnclsjma.lntenanoe and op·
eration ot bullMnf(s and lither plant laoUI.
ties; seourltYI ea.~~hqua.ke a.nd dl&aQtel' pre-
parednllss; environmenta.l IIl1f&tYIhlluM·tloua
Waste dlsposll.l; prollel'ty, IIl1biUty and other
ineurl!.noe reJa.ting to property: .SPll.OOana

, oa.pltl!.1 leMlngl l~lllty planning and man-
118'llment: lind, oentral reosivlng. The oper-
atlon and maintenlinoe exponses oa.toll'ory
aha.11 also Inolude Its allooable share of
frinG'e bllnefit ooats, depreoiatlon a.nd uee 11.1-
lowsncea, and interest eeate,
(4) Gener!>1 admlnlbtration and ((enenl ex-

panellD. (Il) The expenaes undel' this heading
90re those llha.t ha.ve been Inourred for the
overall general exeoutlve and administrative
offioes of the organization n,nd other ex-
penses of a. general nature whloh do not re-
la.te solely to any ma.jor funotlon of the orga.
nlsatlon. This olLtegor;veha.ll MSOInolude its
alloOlLbl8 ahare ot fringe benefit (JOSt8, oper-
ation and maintenll.n08 elQlellB8,depreoiation
and use a.llowanoes. end interest 0081;$. :mx.
a.mples of this o90tego\'y Inolucle bentral of.
fiOBS, Buoh a.s the direotor's OmOll, the oflloe
of nnanoe, buetnuss servloes, bUdget and
planning, parsonnel, pa,fety a.nd risk manage-
ment, general ccuasel, m90nn,ll'emel\t InCor.
maMon llYstems, and lIbra.t>y\losts.
(b) In' developlI18' this oost pool, speoial

care should be exerolaed to ensure tha.t oosts
Inourred for the same purpose In 1111:e 011'-
oumet90noee Are trea.ted oonslsten,tly as el-
llher dlreot or indlreot coats, For example,
8~la1'1es ot teohnio901 etll,tr, projeot supplies,
projeot publloation, telephone toll oha.rges,
oomputer oosts, tra-vel oosts, and speolallzed
servioes oosoo shall ,be trea.tedas dlreot ooste
wherever IdentUi90ble to a pa.rtiou\ar pro-
gram. 'l'he sa-Iaries ll.ndwages or ~mlnlstra-
tlve and pooled olerloeJ staff "hould nor.
mally be treated ae Indlreot oosta.' Direot
oha.rgillg of these OOB\Sma.3' be apPl'Oprlata
Where a ma-jor Pl'ojeot or aotivity explioltly
requires and budg,ets ror administrative or
ole1'1oal Bervio8S p.nd other IndividUals In.
volved OMlbe idllnMfled with the program or
aotlVity. Items Imob as offioe suppl1llS, POB~
age, 10011.1telephone oosta. lleriodlol!.ls and
mambarsblpll should llorma.lly be treated as
indlreot ooeta,
o, Allooation baeea, Aotual oondltlons shall

be taken into aooount in seleotlng the base
to be Used in a.l1ooa.ting the 'expenees In eaoh
grouping to benefiting funotlons. The essen-
tiM oonolderatlon in seleotlng a method or a-
baae h that it Is the one beet suited tor as.
SI8'111118'the pool Ofoosts to ooat objeotive~ in
Il.ooorda.noewith benefits dllrived: 90trll.Oea.ble
cauae and effeot relll,MollshIP: or logio e.:hd
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reason, where neither the cause nor tlle ef-
feot of the l'elat1onsbip Is dettlrmlne.blo.
Wllon an l1.llooation can be made by assign-
ment of II.!lost grouping dlrel;ltb' to tho Iuno- '
tiol! belleflted, tbe aUODfl,tloll shall be made
In that manner, Wllsn tIle expenses In 1\ OOst
grouping M'e more general In nature, the al-
Iocatdon aba.11be made thl'Ough the use of a
selellted base Wllioh produoes rellults that are
equitable to bOt]1 tlle 1I'edere.] GDvernment
aua the organlza.tlon. Ths dlstrlbutlDn shall
be made In' aocol'danoe wltb the basea de-
eorlbsd heralll unless It Dan be demDnBtratod
that the use of I\. dttrerent base· wDuld' result
In e. more eQuita.ble allooation of the coste,
or that a more readily availnble baas would
not moreaae the cosba oha.rged to sponsorsd .
nwards, The l'esults of speolnl ooat stndles
(Buoh 11.&an englneel'lng utlllty ~tully) sball
not be used to determine a.nd allooo.te the In-
direot ooats to spcnsored a.W1Wda,
(1) Depreoirl.t1on and UBBa.lloWll.noes.Depre-

oiatdon and use aJlcwa.noes expanses ahall be
allcoated III the follcwlng manner:
(a) Depl'eolatlon or UBe a.lIoWanollll cn

buildings used exclusively in the oonduot of
a single funotlon, a.nd on oapital improve·
mente and equipment used In such bnlidings,
, sho.ll be assigned to that nmotaon.

(b) 'Depl'Boio.tlcn o:r use nllowanlles on
buildings ueed for more than one funotlcn,
ana on oapibl tmprovemente a.nd equipment
used in suoh bu,ldinlrll, sha.11 be a,llo.Olloted.to
the IndlvidulIl funotions llel'Iormlld In '8Mh
bulldinlr Oil thll bll.&16of usp.ble IlQUlI.l'efeet of
space, exoluding oommon areas, suoh aa hall.
Wa.Y8,stail'wells, il.nll restrccme.

(0) Depreclatdon 0.1' UBe a.1lcwa.noes on
bulldlngs, oapita.l impl'ovements nnd equip-
ment related spaoe (e,g" Indivldua.l 'l'OOmS,
and Iabor.••.tol'ie8) ussd lolntW by more tha.n
one funation (1\11determined by the neers or
the spaoe), sball be treated as tolloWB, The
oopt or eaol! jointly used unit of space sMU
be 1I11oolltedto the benefiting funotlons on
tbtl bl\llle of eithel' the employees and other
\ISel'8 on a I\\ll-tlnle equlvlIlent (F'.l'lll)·basis
or slIllI.l'les and Wages of those indivldul\.l
funotlons benefiting from tJle usa of, tllll.t
spaoe; 01' orgllnizntion-wide employee FTlils
pI' sallll'les and wages a.ppl1ollobleto the bene-
flting funotlcns or the orgaulzlItlon,
(d) Depreoilltioll or use allOWtlllOeSon eer-

taln oapital Improvements to lllnd, Buoll 11.&
p!l-vedpM'klng areas, rences, sidewlI1ks, lind
tl19 like, not Inoluded In tbe oost 01 build-
Ings, 8hl\.1l'bs alloolloted to liBel' ontegcr!es on
II FTlD baBiB/l.nd distributed to mador funo-
tions In Pl'oportlon to tbe sala1'les and Wages
of 1111employees a.ppl1oable to tbe funotlons,
(2) .Intaraat, Intel'sllt costs shllll be auo-

oa.ted In the' same manner ao t'be depreoia-
tlon 01' UBe allowa.n08B on 'b)le bulldlDlr6,
equipment a.n(l oapltal equlpments to wblob
tlle Intel'est l'slates,
(3) Operation and maiatenance expenses.

Opel'atlon ana madnteaanoe exnenses sball be

r
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aUool1otedin the same manner liS thp deprs-
, allltion and use allowancea.

(4) General a.drOlnlstl'a,tlon and genGl'a) ex-
panses. Gellel'e.) RdlnililsWatlon a.nd c'enerl\,l
expensea shall be a.llooa.ted to benefltlng
runottons based on modified totiLl direot
oosts (M'1'DC), as dosodbed In sllbparagl'apll
D,S.f Of this appendix, The expenses inoluded
IlJ this oategorY oould be grollped first ao-
oordlng to major fllD,otlons of the cl'll'anlza-
tlon to whioh t11ey render llel'Vloes 0.1' Pl'ovlde
b,slleflts, '1'he. agll'1'egato expen,aes of eaoh
gl'OUp shil.ll then be allooated to benefiting
funotll1nB based on M'1'DO,.
d, Order or distrib\ltlon, (1) Indireo~ 006t

oategcrJpB oonslsting of depl'eoill!;1o» and use
alrowanees, Interest, opera,tion and matnte-
nance, lInll gellera1 lIdmlnwfu'atlon a.nd gen-
eral expenses shall be allooated III that ordel'
to the remll.lnlng Indireot oost ()II.tegcrles liS
well as to tJle major funotlons Of tJle orgnni-
zation. Other noat oategories oould be eno-
oated in the ardor determined to be most ap·
proprlll.te by tbe orga.niza.tlon, When 01'088al-
looa.tion or 006to Is made as Pl'ovidea in Ilub·
pa.ralrl'apb D.S.d.(ll) of this appendix, this
ordel' of allooatlon 1'\0psnot l\.pply.
(2) NOl'mally, llJj indireot ocst oategci')' will

be cone1del'ed olosed once it naa been 11.110-
oated to cthel' oost oj)jaotives, and ooste
ahall not be Bubsequontiy aUcoatetl to 'It,
Howpvel', a 01'068allocatdon or costa blltween
two 01' more Indll'eot' oosts oe.tegol'les oould
.bs .uaed If anon allcoaMon will result :In II.
more equltnble a\Jcoa.tion or oosts. If a Dross
alloontlon IB used, a.n appropl'late modifioa-
ticn to the compositaon of the lndil'eot oost
oatelrol'lBB Is required. '
e, Application or Indh'eot oost l'abe 0.1'

1'o.tes, lDxoept wnare II speoial indil'pot; cost
rate(s) 18 required. In naool'danoe wltb aub-
pal'll,gl'apll D.B or tllls 8.PllBndlx, the separate
gl'cupings of Indll'eot oosts al100llted to. eaob
majol' runotden shall be aggregated and
tl'ea.ted as a common pool tOl' that nmctacn,
The costs in the common pool sho.ll t}l.en be
d1stl'lbuted to individual awards Inoluded In
that follotion 113'use of a Bingle Indlreot cost
l'ate.
f, Distl'ibutlOll basts, Indireot OOBtSB}la11be

diBtrll:!nf,etl to. IIppliollble spon801'etl aWll.rds
and otbel' benefiting nativities within eaoll
majol' fWlotion Oll the basle of :MTDO. lIilTDO
oonelsts DC 11.11DlIlal'ies nnd wages, 'Cl'lnge ban-
erita, me.teX'il\lBI\lId supplies, S91'l'ioes, trl\vel,
nnd Bubgrants ana subconbracte up to the .
, {h'llt 526,000 of eaoh 6l\h&'1'l\ut01' suboontraon
(regardless of tile pel'ioCi oovered by tbe
Bubll'l'l\nt or Iluboontraot). lII~ulpmlint, oapital
eXPBllllitureB, Ollal'ges fol' p!\tlen~ Dare, I'ental
coats and tbe pOl·ti01'l1n' excess ofS26,OOO
shall be exo1uded f1'om :MT.I10. Partioipl\nt
BUPPOl't costs SIIll.ll genel'lIlly be Ilxoludell
from MTDO, Other Items lllay only be ex-
olutlei:1 when tllB FeaSl'a) oost oognizant

f
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, IIgenny determlnea that an exolueton 10 nee-
eoaary to lI.vi>ld1\ BB~loUilInequity in tbe dls-
trlbutlon of Indlreot eosta,
g, lndlvldUll,1 Rato Oomponon.ts, An Indl-

)'aot oost rate abll11 be detol'mlned Cor each
lIuparll.ta Indlreot ooot pool developed, The
l'l\ta In oaoh Oll.BOshll.l1be stated I\S the ner-
oentl\ll'e whloh the l\.mount Of the partloular
IneUraot oost pool Is of the distribution bnae
Identified with tbat pool. Eaoh indlreot oost
rate nell'otilLtlon (ll' determination agroement
sball Inolude development oC the ril.te tal'
eaoh Indlroot ooet pool lI.B well lIB tho ovel'all
Indil'oot oost rato, The Indireot oOBt pOllle
aba1l be olo.slilfied wltbln two brolld oat·
egorles: "Faoilitlep" I\nd "AdmlnIBtratlon,"
lIB denorlbed In enbparllll'rl1.ph a,s of thlo ap·
pendlx, ' , ,
4. Dlreot ll.llool\tlon method, a, Some non-

profit 'Ol'Q'll.nillatlons treat all oosta lis dlreot
oonbs exoept general e.dullnlstratlon and gen-
erll.l expenses, ThllSe organisations generally
sOparll.tll their coste into three basio O/lt-"
ego1'les: Gen(ll'al admlnlBtratlon llJld general
expenses, fundralslnll', and otber direot func-
tions (lnoludlng projoots performed under
Federl\l I!.wards), Joint costs, suoh lIB depre-
olatdon, rental ooats, operfl-tion ll.nd mamte-
nance of facilities, telephone expenses, llJld
the like are prorated lndlvldull,lly na direot
ooats to eaoh oa.toll'ory and to each award or
other aotlvity UBlng a bnae most appropriate
to the parbloular ,00Btbeing' prorated.
b. This method Is aooeptable, prOVided eaob

jOint oost Ie prorated uQlng ll.bll.BewhlOh ao-
ourl!.tely meaeurea the benefits, provl<1ed to
aaoh ",Wl\rd or other Mt1vlty, The bll.BBBmust
,be estn.bllshed In acoordan08 with reasonl\ble
ol'ltedll., I!.nd be supported by ourrent data.
This method IS oompatlble With the ata.nd·
ll.rds of Aooounting and FlnQ.llolal Reporting
for Voluntll.ry Health llJld Welfare Organll'll>-
tlone IBsued jointly by the National Health
oounoll, InD., the Na.t1onal AS8embly of Vol-
untary Hea.lbb and Soolal Welfl\.re Orgllnlzn..
tlons, lind the United Way or Amerlon.,
o. Under t~i8 method, Indlreot ooate con-

oint exolUsiyoly of general admlnietratlon
and genera.l expenses, In e..ll other rospeots,
the orgllJl1zatlon's indlreot cost ratos shl\.U
be oomputed In the same manner 1\8that de-
Dortbed in Bubpa.rl\graph D.2 of thlB appendix.
6. Spaolal indlreot cost rates. In some in-

stanoee, a single Indlreot oost rate for all ac-
tivitles of an organilla.tlon or for eaon ma.jor
funo\ilon of the orgllJllllatlon may not be ap-
propriate, since It would not ta.ke into ao-
oount those different taotore whioh may Bub-
atautla.lly affeot the Indlreot OO~tBapplloable
to a pn.rtloular segment of wor)!;, For this
purpose, a partloular eSgInent of work may
be that performed under ll.single l\.ward or It
may oonelot of work undor a group of awards
performed in I!.common environment. These
faotors ma.y lnolude the lJhysloo) Iooatdon of
the work, the level of 'administrative eupport
required, the nll.ture of the faolllties or other

\ .;.:
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I'saouross emplo;yed, tbe eolentlno dlool»1Ine&
01' teohnieal sltll1s Involved, the Ol'lfanilla'
tlonal 'a.rrMlll'sments used, or IIny combma-
tlon thereof. When a p~rtl6ular segment of
WOI'It is lJel'tormed In an environment whioll
appoars to generllte a slgnifloll.ntly different
level of Indlreot costa, provisions should be
mllde for II SBPIll'lIte Indlreot ooet pool ll,ppll·
oable to auou work, The soparll,to Indlreo~
ooet pool should be developed during the
course of tllll reglllllt' 1l.1locilltlonprocesa, and
the Bepal'lIte lDdlt'lIot oOBt rate roau) tlng
therefrom should be nsetl, provided It Is de-
tel'mlned thlltthe rate differe slgnlfloa.ntly
from that whloh would ha.v& beon obtn;lned
under ~ubpl\ragra.phB D.2, 0, alld 4 of this liP'
pllndlK, and the volume of work to whioh the
rAte would apply 18 materllll,

E, Negotiation lind Allllroval of Indlreot Oost
:Rates '

1. Derlnitlone. A8 used in tble seetlon, the
following terms have the mea.nlngs set forth
below:
lI., Oognlzant Ilgenoy means the Federal

/If:'IlD<lYroaponalble for negotll\ting lind lIop"
pro 'ling Indireot oost rates for a non-profit
org'anlzlltion on bebAl£ of I\JI Federlll agen-
oles. , '
b, Predetermined rate mell.ns an Indireo~

oost rate, alJP1loa.ble to a speolfied ourrent or
future period, uBually the orgllJllzatlon's flo·
olll year. The ra.te is bnaod on lin eetlmp,te of
tho oosts to be inourred during the perl04" A
predetermined ra.te ie not subjeot to I\(IjUs&-
ment.
o. Fixed rate means lin Indireot oost ra.te

whioh lina the aame olln.rll.oterilltios lUI a pre·
deturmlned rate, exoept that the dlfferenoe
between the estlmn.ted oostl> and the aotull.l
oosts of the period oovered by the rate Ie 0111"
rlsd forward lUI an adjustment to the ra.te
oomlJutll.tlon of IIllubsequent period,
d, Final ra.tu maana llJl Indlreot oost rate

a)Jplloa.ble to a Bpeolfied pnat period whioh Is
bnaed on the Il.otual "oosts of the period, A
linal rate IS not subject to l\(Ijustnient.
e, Provisional J'll.to or billing rate means II

temporarY indlreot oost rate a.pplioable to a
speo1fled period wbloh IIIused for fUndlnl!', In-
terim retmbursement, lind reporting Indireot
Cloatson lI.wa.rdspending tbe eatabllshment of
a. final rate for tbe period;

f. Indireot cosf propose.1 means the noou-
mentation lJrepared by an ol.'ll'anizll,tlon to
substantiate ite olalm tor the reimbursement
of indlreot coste, Thie prOpOBl>.!pl.'ovldeQ the
bl\slll tor the review and negotiation leading
to the elltabl1Bhment of an organillll.tlon's tn-
direot oost ra.te. .
g. 'Oollt objeotive means 11. funotlon, Qrganl-

zl\~lonp,l subdivision, or;>ntl'aot, grant, or
obher work, unit for wlUoh oost dp,tll ll.re de-
sh'ed and for Whloh provision is made to ae-
oumulate and measure the oost of prcceases,
projeots, jobs lind oap!ta.l1zed projeots.
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2, Negotiation ILIlIlapproval or rates. a. Un-

less differont al'l'angemonts 1I1'eagreeil, to by
tIle agelloies concerned, the Fellol'lI1 IIll'enoy
with the llU'gsst dallal' vatue of aWll.l'dswltb
an ol'ganlzatloD will be cleslll'na.ted as the
ooll'llizant ngenoy fOl' tIle nogotil>tiOll and lip"
)l1'Ovalof t1le indll'eot oost l'ntes and.. where
ne08BBl\l'y,obber rates auoh I\B fringe bonefit
aUd computer oharge-out mtes •. Onoe an
agenDY is assigned oognlzanoe for a pa:r-
tioulllr non-pl'oflt organillation. tbe a.sslgu-
ment will not be ohllngod unless tbere is a
me.jol' long-tol'm shift in the dollar volume of
the Fedel'e.1 awaras to the orglllllzlIt!on. All
concerned Fedel'al agelloios Bha.)) be gjvan
tbe oPPol'tunlty to pll.1't\oipate in the nego-
tiation proosllS but, Mtal' a l'Ate hilS been
agreed upon, it will be aooeptod by ll.1IFed-
ora.! ll.genoies. 'When a )i'eaeral agenoy has
reason to bell eve tllll.t ilpeolal opsrll.tlng rae-
tors affeoting ito awards neoeaaltll.te speola.1
Indh'sot Dost l'ates in aocordance with Bub-
pa.ragtll.ph D.6 of thle appendix, it will, prlol'
to the time the 1'a.tea are negotill.ted, notify
the oognizallt ageno3', '
b. A non-profit organization whioll hll.Bnot

previously established an Intllreot oosb J'ate
witll ll. Federll.l ll.genoy sball eubmit ita int-
tlll.l indlreot oost Pl'Oposal immedill.tely artsl'
tlle orgo.nillatlon Ie ll.!lvlsea that an aWa.~d
will be made Il.lld, in DO event, la.be1' than
thl'ee months' after the effeotlve date or ths
award,
e, Organizations :that hll.ve previously es-

ta.bJl8hed Inllll'oot oost l'atoa must llubmlt a
new Indireot oost PI'opoea.! to :the oognlza.nb
a.genoy within six months af~er tlle oioae of
each fisoal year, •
d. A predewrtnined mw may be negotia.ted

for UBeon aWM'de wh'ere thel'e 18 l'easonable
assuranoe, bllBed on pll.BtexPerisnoe a.nd rell-
able projeotlon or tlle ol'gantzation's costs,
that tlle 1'l\.tois not likely to exoeed ll. rate
baseClon tbe orge,.n1~ll.t!on'Baotua.! 006t:;,
e. Fixed rates, may be negotiated where

precletelminod rates, are nob oonelilel'od ll.P·
propliate. A fiXed rate, however, sllall not be
negotiated jf all or a Bubstantial portion of
the ol'ganlzatlon's 'awards life expeoted to ex-
ph'e before the oll.l'1'y-fo1'wardlIilju.etment OILU
be made: the mix of Fedel'a1 and non-Federal
wDrk at the ol'gl\n1~ation is too orliaMo to
permit lin ~quitab1e OIl1'1'y-forwal'd adjust.
ment: 01' the ol'ganizll.tion's opembions fluo-
tuato slgnifioantly trom yeM' to yeM"
f. 1'1'Ovlsionll.la.ud finll.1)'atss 8111\.11be nego-

till.ted where neithe)' pfedewrnrlued no)' l'1xed
l'ates ll.reIl.ppropl'illte.
g. TJIOl'esults of sll.Obnegotiation shall be

forma.1i11ed·In a wl'ltten atl'l'oement between
the 'ooS'llisant ll.gonoy IUld tbe non-pl'ont 01'-
ganizll.tion. The oognlzi\nt agenoy shall dis-
tt'lbute oopies of bile lI.gl·oomont to 11,1)non-
oemed Fedel'a.l agenoies, ' .
h. XC a. dispute ll.l'ls8s In a neg-oblation of a.u

Indll'eot oost 'l'ate betweon tbe oognlzll.nt
Bgelloy And the 'Ilon-Pl'ont ol'ganlzll.tlon, the

,,,.
I
I
i
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dispute !lha)) be resolved in ll.OOol'Clanoewitl\
tlHl IIppell.ls proosdures of the opg'1llzl1,nt
agenoy,
1. To the extent that Pl'oblems are enooun-

tered lI)nong the Fed61'aJ agenoles 1n conneo-
tion wlt}1 the negotia.tlon IlJld aplll'oval proo-
esa, OM:Bwlll 1en(l atsiBtanoo I\B vequired to
resolve suoh Pl'ob1llmsin a tlmel)" manner.

.APPIDNDIX B '1'0 PART 28G-SlilLlilOTlilD
ITEMS OF OOST

SELiIlO'l'JDD I'l'.ElMS OF' OOST

TAllLlil O~ OON'l'llNTS

1. Advertising' and ]lublio rela.tlons costs
g. Advlllory oounoils
8, Alooholio beverages ,
~. Audit oosts and rolated servloes
6. Bad debts .
6. Bonding costs
7. Oommunioation oosts
O. Oomjl8lisatloll for pel'Bonal Bel'VioBs
9. oontmgenoy provisions
10, Def!lnse and proseoutlon of o:rlminlll and

oivil prooeedinll's, 01aims, Il.ppea.ls Illld
patenthllringement ,

11. DePl'eoiatlon and USB allowl\l1oes
12. Donations Mil oontrlbutlons '
18. Emjlloyee morale, health, and welflU'e

oosts
14, Entertainment ooste
15. :Blquipment a.nil otMl' oapital expendl-

turos
16, Fines and penalties
17. ll'unil raielng and investment mll.llage-

ment oosts
16, Ga.ins o.nd lo~seB on depreoill.ple ll88ets
19. GOOdsor servioes Cor persona.! use
20. HoUsmg Il.lldp01'sonall1vinll' expenaaa
21, Idle fll.olllties and idle oapaoity
22, InsurAnoe and indemnifloatlon
28. Interest
24. !Jabal' l'elations coste
~,Lobbying' .. ,
26. LosBes on othel' epOllBOl'ed1l.Il'1'eements

ai' oontraots
27,Maintenanoe l\.1i(lrepair jlOllts
20.Mn.tel'ials I\-n(lsUPlllleB oOllta
29.Meetings Md conrerenees
80, Mombel'B}llps, subsoriptions, o.nd pl'oies-

slol1al e.otivit~' oosts
31.OI'gan1zatloll costs
32.Page obll.l'ges In pl'ofe8sion~1 jQUl'l1ll.JS
33. l's.rblolplUlt support costs
S'd.PlI.tent oosts
35, PllUlt lind hom.eland seourity oosts
3G,. Pl'e-a/l'l'eement coste
37, p)'oreBslonl1.lservioes 'ooate
8B,Publioatlon ll.nd pl'1ntlng costs
39. RSlIl'l'angement alld /lJteratlon DOBts
40, ReoollV81'llion oosts
41.Rebl'ultlng OOBts
~. Relooll.1l1oncosta
48.Rente.l ooabs of bulldlnge aD(l eQlliplUoDt
4t Roya.lties and otbel' DOStsror UBeof pat-

ents and OOWl'ights
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OMB clreulors and Guldanoe
15. Selllng p,ndmarkeblng
~6.Bpeolalll'llltl sOI'Vloeraont ties
17. Taxes
40. Tel'minn.tlon coats applioable to spcn-

Bored a8"reoments
49. Trn.lning oosts
50. Tre.nsporbP,tlon coats
61. Travel oosts
02: Trustees

ApPElIDlXB TO PART2So-SELIlO'l.'ED ITlilMS OF
OOST

Pl1,l'l\.g'raphs1 through 62 01 this appendix
provide prinoiples to be lIPplled In estab-
!lohlng tlla lIllOWlIb11ltyer oarta-In IWms of
oost, These prinoiples e.pply whether e. oost Is
treated 1\.8 dlreot or lntlireot. Failure to men-
tion a partlou}a,r Item or cost Ie not Intended '
to Imply tha,t It Is unallowable: rn,ther, de-
termination as to allowablliby In eaoh oaae
should be based on tho treatment or prln-
olples provided lor slmile.r or relatad items
or oost. .
1. Advertising a,nd publlo rellltions costs, a.

The term advertising ocats means the oosts
or ildvertlslng media and ooroll/l.l'Y admlnls-
tratlve posts. Advertlslng Medill inolude
magazines, newspapera, radio and television,
direQt mall, exhibits, eleotronio Dr oomputer
tr/l.nsmittals, /l.nd the like.
. b. The tarM publio relations Includes com-
munity relations lind Meane those aotivlties
dedloated to maintaining tbe image ot the
non-profit organization or rtlILintf!.lnlng or
promoting UnderBtMdlng and favorable rela-
tiona with the oommunlty or publlo at large
or /l.ny segment of the publlo.
e. The only e.lIowe.ble advertiBinG' coste are

thoBe whlOh are solely for:
(1) Tbe reorultment of personnel reqUired

fol.'the performanOe by the non-profit orgl\,nl-
zatlon of obligations arising under a Federal
IIward (See also parllll'raph 41,Reorult1ng
, oosts, an<\ paragra,pb 4.2,Relooatlon oosts, of
,this appendix):
(ll) The prcouremenb of goods and servloes

tor the performanoe of n.l1'ederAIaward:
(S) The disposal of sorap or Ilurplns mate-

rials IIOqulred in the performanoe 01 a Fed-
eral award except when non-profit o).'ganil'lPr
tiona are relm~ursed for dlepoBl\1oosts at a
predetermined amount: or
(4) Other apeoino purposes neoessary to

meat the requirements of the Feder,.) award.
d. The only allowable publlo relations oOllts

p.re: ,.
(1) Oosts Ilpeo1C1ollllyrequlreO by the Fed-

eral award:
(ll) OOllt$of oommlUlloabing with the publlo

Il.ndpress partalnlng to spaoifloaotlvitles or
aooompllshments whloh reBul~ from perform-
anoe of Federal awardS (these oosts a.re con-
sldered neoesse.ry as pAl't or the outreaoh er-
fort tor the Federal nWlIrd):or
(3) Ooste or oonduotlng gonerailialson witb

news media and government publlo rele.blone
otl'loera, to the extent that suoh aot.1vltles

. '."
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are limited· to ccmmunieatdon and lla,\eon
neoessary ltellP the pubUo Informed on mat-
tera' of publlo oonoem, .suoh as noMoes or
Federal oontraot/grllllt awards, C1nanolal
matters, eto.
e, Ooeta Identified In eubPp,ra8"l'll.phs0 and d

If Inoul'retl tor more thAn one 11'Ilderalaward
0)' fOl' both sponsored work and othe)' wo* of
the non.prollt organlMtion, are l1ol1owableto
the extent that. the prlnolples In .Appendi'/( .A
to this part, paragr/l.pbe :e. ("Plreot Oosts")
I\.ndC. ("Indl1'eot Coste") 1\.1'6 obsorved. .
(, Unallowable llodvertlslng and publln rela-

tions ooste InolUdll the lollowlng:
(1) All adverbleixlg and publio l'elatlons

oosts other thn.n as speolfled In subpara-
gra.phB0, n, ll.t1de;
(2) Oosts ot meetings, oonvantlOllG, con-

vonatlons, or other events related to other
aotlvltles of the non-prOfit ol'ga,nizatlon, in-
oluding: .
(a) Oosts of dlapll\.Ys, demonstratIons, anti

exhibits:
(b) Costs of meeting rooms, IlospltaUty

suites, and other speoial faollitles usod In
oonjunctdon with 6hows and other speoial
events: and

(D) Salaries /l.nd ws.ges of employees en-
gllged In setting up ",ud displaying exhibits,
makinll' demonstrations, and providing hrlef-
Ings;
(8) Oosta of promotion",) Items and memo-

rabtlia, lnolndlng modelB, gifts, lind BOU·
venlrs:
('I.)Ooata ciradvertlslDlJ' an.d publio relatlonB

designed Bo1ely to promote the non-profit Dr-
ganlze.tlon, . "
a. Advisory Oounolls. Oosts Inourred by ad-

vleory oow1011s or oommlttees are I\llow'able
8.6 a dlreot cost whore IInthorl~ed by the Fed-
era,l IIwaro1ng p.genoy or as an indireot ccst,
where allODtlble to li'ederalo.w/l.rde.
3.•Aloobo110 bevera&'es. Ooata of alooholio

beverllgell are unl\llowllhle.
4• .Audit ooste and related servtoea. a. The

costs of audits required by, a.nd performed In
acocrcance with, the SlnlJ'le .Audit Aot,as
implemented by Olroula.r A-198, "Audits or
States; Looal Governments, and Non-Profit
Organillatlons" are allowable. Also see 31
U.S.O. 7605{b) and seotlon 280 (".Audit Oosta")
or Olroular 11.-188.
b. Other audit ooata are allowable If In-

oluded In an Indireot oost rate pl'opo~al, 01' It
apeolCioally apx;roved by the awarding a.gen-
Oyas a dlreot OOJltto an a.ward, ,
o. The cost of agreed-upon prooedures en-

gagements to monitor Bubreolplents wno are
exempted from A-lIlS under seation 200{d)are
allowable, subjeot to the oondltlons listed in
A-13B,seotlon 280 (b)(2). .
6. Bad debts. Bad 'debts, Inoludlng' )oelle~ .

(whether actual or estimated) a.rlslng fl'oro
unoolleotp.ble aooounte and othel; oiatme, re-
lated oolleotlon oosts, and l'elp.ted legal
costa, Ilol'e una.llnwable,
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6. :Bon(lInl: oosts. 1\.. :Bonding DostS 1\1'IB&
when the Fedol'al Government requires a.s-
surauoe alfalDot finMola,) lOBS to iteelf 01'
others by rSJl.SODof tbe not 01' defnult .or the
non-pront ol'ga,nlllatioll, They arlee also ill
Instancea where the nOll-pl'ofit orgMillatlon
requires similar aasuranee, Inoluded are SUOll
lionde liBbid, pel'lol'manos, pilyment, advanoe
payment, inil'ln8'ement, and fidelity bonds,
b. oosts of bond,lng required pursuant to

the te1'ms ot the lliw/l.1'dare allowllble.
0: Oosts of bonding reQuired by the non-

profit 01'ga.nizlIlllonIn the generaj oonduot of
its operatiOns al'e allowable to the extent
that suon bondinu is In acccrdanoe with
sauna business pl'aotloe /l.1ld the rates and
premiums are reaaonsble under the 011'-
oumetanoes,
7, Oommunloll.tion ooete. Oosts lnourl'ea £01'

telephone SBrvlpell, 10011.)ll<ndlong dlstanoe
telepllone oalla, tele8'rams, postage, mea-
Bengel', eleotronio or nompntar tranll!l1ittll.l
Bervioes nud the like are aUowable.
8, Oompel.lsation for personal aervlees. a,

Definition, compansataon for psrsonaJ. serv-
10~s Includes a~ 'oompensatlon paJ.d cur-
rently or acOl'UeO by the orga.nization fOl'
servtoes of employeea l'endered during the
period of the awa.rd (exoept as otherwise pro-
videO. in aUbpll.l'agraph 6,h or this appendix),
It inoludes, but 12 not limited to, salarIes,
wauea, dll'eotor'a and exeoutlve commibtee
member's fees, inoentJ.ve awa.rds, Il'inge bene-
fits, penslon pl/l.1l oosbs, a,JlowllonoeBfOl' orr-
sibe pay, Inoentdve pay, looatlon allowanoes,
hll.l'dship PlI.y,and cost of living dlffel.'entiale,
b. ,Allowability. Exoept as otherwJ.ae spe-

oifioally provided in thie pal'agraph, tile
coste of /luoh oompeneation are allowable to
tIle extent that:
(1) Total oompensatlon to individual em-

ployees is l'e1'o9Dnab)ef01' tbe servioes ren-
del'ed anq oonforms to the establieheo polioy
of the ol'gl\lllBation oonelsteiltly applied to'
both Fodoral and non-Fed&1'al aotiVitles; and
(2) Oha.l.'gasto awarda whetbel' trea.ted as

dire at 01' indll'eot oosts al'e determined and
supportau1\.8 reCjulrea In this pl\l'agJ.'aph,
o. Rel\.8onableneBs. (1) wneu tbe organl2a1,-

tion Is predoinlnanth' engaged In a.otlvltles
othel' th/l.1l those spolleo1'od 113'tile Federll.l
GovBl'nment, oomplInBll.tlon lor employees on
fe(lel'ally-sponsol'etl work wUl be oOllaldel'ed
reasonable to tlle extent thll.t It Is oonslstent
wltll that paid loX'similar work in the Qrga.-
1llzlItlon's other aotlvlties.
(2) VI'llen,tIle ol'ganlzlI.tlon Is predominanbly

ellgall'ed in Iet\erallY·Bponsol'ed aotlvlties and
In OMeS whsra tllO kind o! employees re-
CjlUl'ed for the li'edel'a) I\otlvlties are not
fOI\nd ill the ol'ganlzlIot!on'a othel' activlt.ies,
comnensataon fOl' employees on federalJ3'-
sponsOJ'ed wOl'kwm he oonoldel'ed l'ea.sonll.ble
to the extent tha.t It Is oompal'able to thll.t
pllid fOJ'shnllar'Work in tIle labol' ml\.rkets In
whiob the Dl'll'aniz!\tion compebes fOl' tIle
kind of emplwess .mvotvea,
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d. Speola.! oonsldel'atlone In detel'mining
lI]Jowabll1ty. Oel'tain ,oondltlollB I'equil'e spe-
olal oonsiderattcn 11.1\(1posslble llmltl\tions In
detel'mlnlng ooets undel' l1'eilol'/\,1 aWl\.l,aS
where amounte 01' types of oomp'e:paatlon "'p.
peM' unreasonable, Among snoh oondltions
'al'e the following:
(1) Oompeneatlon to members ot nOll-profit

ol'ganl:w.tlons, trustees, ilil'ootol'S, aesooil\.tes,
offloers, 01' the immediate fa.m!lles tllereof,
Detennilll\.tlon should be mRtlti that Buob
oompenllll.tlon is rell.Bonll.ble for the actual
person III aervloea rendered rathel' thllJl II dis-
trIbution of Bal'llinge In excess of oosts,
(II) Any obll-nge, III /l.1lOl'ga.nizlltlon's oom-

pensa.tlon poll03' resulting in a subst/l.1ltlal
Inoreaae In the organization 'Il leVel Of com-
psnaatdou, partioularly when It was ooneur-
rent with an Increase in the l'atlo of Fedel'al
Il.wards to othel' aotivitles of the organlzB-
tion or Il.n3' o)lanue In tbe treatment of, al-
10wII.b1llty olllPaolflo types or cornpenantton
aue to obllJlges in Federal polloy, '
B.Unallowable OOBtS.OOl;ltewhloh are unal-

lowable under Othel' Pllra.gl'aphe of t1lls ap-
pendU: 8ha.11 not. be allowable .uniler this
ll/l.1'agJ.'apheole)y 011the blUlie thll.t libBYoon-
stltute persona) oomPensation.. '

t, overblme, extra-pl\Y ebllt, a.nd multJ.-
shift premluDlB, Pl'emiums lor overtime,
lIXtra.-pll.Yshifte, and multi-shift work are al-
lOWAbleonly wltll the pl'lor 'approval or the
awarding agenoy except:
(1) Wben neOeBSlI.ry to oope wJ.th emer-

1l'9noles, Bnob '1\.8'tbose ,resulting Irom 11001-
dents, natul'a.! d1Sl\.8tel'S, brsp,kl1owns of
equipment, or 0001l.610lla)opel'ational bottle-
:neoks of a sPo1'adio nature. '
(2) When employees ave parforn;:llng inc1l-

~eot fUIlotlone, BUoblUIa,dminlstl'ation" main-
teuanee, 01' a.ooolUltlng, ,
(3) In the performanoe of tests, laborAtory

1l1'ooedUl'es, or other sJ.nrlllU' opel'a.tloilB
whlob Il.re oontinuoue in natul'S and oannot
I·sll.sonably be Interl'upted 01' otllElrWis6 com-
pletaa,
(4) v,'llen, lower overall oost to thB Federal

GoVel'llment will resnlt,
8', F.l'inge boneflte, (1) Fr.lnge benefits in

the fom) of l'egulaI' oompsnaatton paid to
empfoyees dUl'lng' perJode ot aubhorizQd ab-
sencea rrom the job, aueh a.e vaoatlon leave,
siok Ieave, mlllta.r3' leave, and the like, I\.re
IIlloWl\ble, pl'ovide4 Buoh coats 1\.1'e,absol'bed
by all Ol'8'anl!latlon ll.otivlt1ea In Pl'OP01'tloll
to the rell\,tive amount of time 01'effort aobu-
l\l~' aevot8d to ell.o)l.
(2) Fringe benefits in tlte rcrm of emp1oyel'

oontl'ibutlons 01' Elxpenses f01' sonial seoUl'lty,
omployee Insurance, workmen's compeuaa-
tlon InSU1'l\.llOe,penston pl/l.1l costs (see sub-
1>1\.1'I18'l'n1)hS,h of this I\ppendlx), lind the like,
al'e I\,ll0wa.ble, provided SUOll henafi ts are
gl'anted ill aodordanee ,vitll esta.lJlIshe~ wl'lt-
ten ol'ganbat!on polioies. Slloll benefits
whetllBl' trel\,tad as indil'eot costs 01' as dueot
costs, elmll be dletrlb\\tea to pa.rtloulal'

f
I
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OMB Clreulqrs' and GiJldance
o,wo,l'dePondother Il.otlvitles in ameaner con-
slstent with the po.ttsrn or benefits aoorulng
t.o the Indivldup,Js or llroup of employaes
whose sillaries Pondwages are oho.rll'eable to
suon awards and other llotlvltles.
(3)(a) Provisions for l\ reserve under a self·

insurnnoa pl'ogr~m for unemployment oem-
penso.tion or workers' oompensMlon are al·
lowll.ble to tIle extent that the proVisions
represent reasonl\,ble estlml\,tes or the liabil-
Ities ror suoh oompenso.t1on, and tbe tYPBBof
ooverAge, extent of ooverage, I\,nI! rates and
premiums would have been allowable had In-
surance been PUl'ohased to oover the riske,
However, provisions Cor selC-Insured lI11bll-
Ibles wblob do not become pal'p,ble for more
tho.n one year after the provision Ie mp,de
Bhall no~ exoesd the present value 01 the 11-
llbUlty,
(b) Where MI organisllltion CollowB 0, oon-

Bistent polloy or expensing p,otual po.yments
to. or on beho.!f or, employees or foriner em-
Ployees for unemployment oompenaatton or
workers' oompensatlon, Buoh pll-yments Pore
allowable in the yell-r of pll-yment with the
prior approval or'the aWllrdlng agenoy. pro-
vided they are a.Uooated to all aotlvltles of
the orgp,nizlltlon.
(4) Oosts 01 Ineurance on tbe lives of trust-

ees. offloers, or other emplozees holding po-
altlons of sll!11lal' respollelb11lty are allow-
able only to the extent that the in81U'1iJJoB
represents addltlonp,l oompensatlon. 'l'he
coste of Buoh Insurll.noe when the orgll.nlzll.-
blon is named as benefio~e.ry are unllllowp,ble.
ll, OX'ganizo.tlon-fUrnlehed automobiles,

That portion or the oost of orga.nlllation-fur-
niehed Mltomoblles that relates to pefSOnll-)
use by employees (lnoludlng trll-neportatlon
to and trom work) Is uno.llowable as tdnge
benefit 01' indlreot oosts regll.rdleDs or wbeth-
er the cost is reported as taxable Inoome to
the emploYees. These oosts are allowable as
direot oosts to sponsored aWArd When nee-
eseary for the performanoe of the sponsored
awa.rd and a.pproved by awarding agenoies.
\. Penston plan oosts. (1) Oosts of tbe orga-

nlzation'll pension plan whioh are Inourred in
accordance wltb tbe tlsbabllehed polloles of
the orgll,niz!l.tion are allowable. provided:

(a) Suoh polioles meet the baot or reason-
ableness:
(b) The :methoils of oost allocation are nob

disorlmlnp,toryi
(0) The oOllt assigned to each flsop,l year Is

determined In aooordo.noe witll generlllly ac-
oePted aooounting prinolples (GAAP). ll,Spre-
JSoribedin Aooountinit Prlnoiples BOll-TdOpin-
ion No. 0 IssUed by the Amerioan Institute of
Oertlfied Publlo Aooounta.nte; o.nil
(d) The oosts assigned to a given f1S0ll-)year

ll,re CUnded for 11-11 plo.n partlolpnnte within
six months llfter the end of tho.t year. How-
ever. Inorea.aes to normal and put servloe
pension oOsts eaused by a delay in funding
the aotuarial liability boyond 80 dll-YSafter
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each quarter or tbe year to wbloh suoh coste
Poreassignable are unaUoWl\:ble,

(2) Pension pJan tel'llllnQ-t\on InSU1'l\,l:lDe
premiums paid pursuant to the lilmployee
Retll'Bment Inoome Seourity Act (ERISA) or
1974 (Pub, L. 98-406) are a.llowable, Lllte )la.y-
ment ohargeD on suob premiums are unancw-
able.
, (3) »>){olse taxes on accumulated funding'
deflolenolee and otber penp.}ties Imposed
under :m~SA are unallowable,
j. Inoentlve oompenRlI.tlon, Inoentlve com-

penollblDn to employees blued on oost reduo·
tten, 01' efflolent pertormll.nOB, suggestion
awp,rdu, Be.fety awards, eto •• are allowable to
the extent tllp,t tbe overaU oOmJlensll,b\on 16
determlnecl to be reasonable and such ooste
are paid or aoorued pursuant to lin agl'ee-
msnt entered into in good faith between the
organll'lP,tion a.nd the emplo;rees bofora the
servioes were rendered, or pursulInt to an ell-
babllBheci plan followed b;r tb.e orgAni~a.tlon
BO OOnSI&tently as to imply, In erreot, an
a.greement to make suoh payment.

k, Severanoe pay. (1) Severa,noe pII.Y.II-leo
oommonly referred to as dismissal wages. 1s
a payment In ll.ddltlon to regular sAlariss anll
wa,ge&. by orgo.nlzationa to workers whose
employment 1e being terminated. Ooats of
aeveranos pP,y are allowable only to the ex-
tent that In eaob caae, It 18required by; ,
(Il.)La.w
(b) mmployer-employee agreement
(0) mstabllabed polloy that oonotltuteB, In er-
feot. an Implied p,greement on tbe organl-
zatlon's part. or

(d) Olroumata.no9s of tlte l>artlou\l\,r employ-
ment,
(2) Oosts of severanee pa,yments are divided

into two oategorles as follows:
(a.) Aotual normal tul'llover severance pay·

ments sball be allooated to 11-11 aotlvltles; or,
where thll organization provides tor p,reserve
for normal aeverances, llI10b method will be
aooaptable If the oharg(l to ourrent oper-
atlone Ie reaaonable ilIligbt of pa.yments ac-
tually mll.de f01' :normlll sevorllnoea over a
representlltlve past period, and 1C amounts
oharged are allocated to all aotlvltles of the
orga.nizatlon.
(b) Abnormal or mMS severance pay Is of

suoh a oonjeotural na.ture tha.t meaeurement
of oosts by means or an accrual will not
aenieve eqUity to both parties, Thus. aocm-
als for this purpose a~e not allowable, How-
ever, the Federal Government reoognlzee Its
obligation to partioipate, to tbe extent of its
fair share. in a.ny speolfio pa,yment. Thus, at-
lowablllty w1I1 be oonsldered 'on a. oIlBe·by:~
oase basla In the evel;lt or occurrence.
(0) OOBtslnourred In oBrtp,ln severance pay

pp,oiJ:ageB,(oommonly known as "a 8'011'1011
pllraohute" p&ymen.t) whloh lire In lion
a.monnt In excesa Of the normal severance
pay pII.1dby tM organillation to an emplOYee
upon termination or emp)o~Elnt and ~re
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paid to the employee oontingent UPOlj Ii
01111ng8in managoment oontrol OV81'; 01' OWl)·
el'llh!p of, tIle orll'll.;n1zlI.tloll'llI\IIBotsare unat-
)owlL1>lo. ,
(eI) aeverance pa-~'monts to COI'elgllnamon-

ILIaemployed 1>ythe ol'ganizablo11 oumldo the
United states, to the extent that tll9 amount
exoeeue the oUBtomal'y or. pl'evaillng prM-
tloes for the organization In tlle. Ulll~ed
abateD are Untl.l1pwa1>le,unless t11ey are nee-
eBBar~'for tho performanoe or FedDl'll.l pro-
«rams a-nd approved by lLWllrdlnlragenoles.
(e) Soveran08 llll~'mentB to fOI'slgn nation-

1\18employed by the orlfll.lllzll,tlon outelde the
United States aue to the tel'mlnll.tlon or the
Coral211na-tion~ as a result o£ the oloslng of,
01' ourtll.ilment of aotlvitles by. the organizll.·
tlon in .thll.t oountrY, are \U1a-1l0wa-b1o,\1.llleBs
they ll.l'e neOessllry. for ,the )lorfOI'll'lllnO/lot
Federal p)'OgrILXUBll,nd \\.pproved by aWQ.\'dlng
alrenoles.
1. Trlllning oosts. See PM'agTaph 49 or this

appendix,
m, SUPP01'tot salaries and wagu.
(1) Oba.rgos to I\.wards for BlLlat'jes and

wages, whethel' treated as dlreot oeste 'or in-
dlreot oosts,' wm be based on dooumented
pa,yrol1s llPproved by a responsible offioial(s)
or the organization. Tne distribution ot aa.la·
rlos and wages to aWIll'ds must 1>$BUIlPol'ted
by personnel aotivity reports, as presoribed
In subparagraph a.m./la) of thiJ; appendix, ex-
Dept when a-lI\\blltltute system has been ap-
prove(l in wri~lng by the cognizant agenoy:
(See SUbpM'lIgtallb 1M DC-'Appendix Ato this
parb.)
(2) Reports l'efiaotlng the distribution of

aotlvity or eaeh emllloyoe must be main-
ta.llled fOl' lIll staff memberS (professionals
Md nonprofessiOnals) whose oompepea-tlon Is
olull'ged, in whole or In P!l.l.>t,dll'eotly to
a.wll.l'ds.In addition, in ol'der to support tile
IlJloo.a-tlou ot indil'eot costa, suoh l'eports
must also be malllta.ined for otllllr employees
whose Work involves two 01' more !lmotiollll
or 8.otlvltles if Jl. dlstr!butlon' of their oom-'
pansatlon between Buoh !Unotlone 01' aotlvl~
ties Is needstl in the detarmlna.tion or the or-
gJl.nl&atlon's indireot coat rate(e) (a.g., an om-
ployee engaged part-time In indireot oost ao-
tlvities and pa-rt.-tlme in tJ. d~eot funotlon).
Roports mlllntamod 1>~'non·profit ol'ganlza-
tlons to satisfY tllose' requirements must
meet the following atandards: .
(a) The ~~epol'tsmust reneot an after·tbe-

fact lIetel'minatlon of t11e aotuJl.l aotivlty of
each employee. BUdget estimates (1.6., eabl-
mates determined before the services are
performed) do not qualifY as sUpport fOI'
ohal'lres to a.wILrde,
(b) Elloh roporh must ILOOOuntfor the total

aotivity tor whloh employees' lire com-
pensated and whlo11is required in fulfillment
of their obligations to tbe organlza.tion.
(0) The I'epol'ts must he Illgued b~' the lndJ-

"idulll employee, or by a. responeible auper-
vlso~ offiolal having Ill'st 'hllnd knowledge

2 CFR en. 1/ (1-1':'()9 Edition)

of the aotlvltles pel'formed b~' the Bmployee,
tha-t t)le dlstl'1bntlon ot aotlvlt3' represents p.
reaaonabte estimate of the aotual wOl'lt per-
tormed by the employee dul'1ng the pel'loils
oovel'ed b3' tll0 reporte, .
(d) The l'8port8 must 1>eprepared at lellBt

monthly and must ooinolde wltll one 01' more
pa.y poriods, ,
(ll) Oharges fOl' the salll.l'ios and wages of

nonproreastonai employees, In addition to
tbe PUPPol'tlng dooumenlilltlon deso}'lbea in
Bubpal'agTaphs (1) Ma (II), muet p.1BO be sup.-
ported by 1'8001'ds Indioating the total num-
bel' of llonrs WOl'ked en.oh d&y maintained In
oonrormanoe with ;Department of Labor reg-
ulations lmplementlugthe Fair Ll\,bol'
8bandB.l.'dsAot (FLSA) ($ OJ.l'R part 616). FOI'
thie PUI,»OSO, the term "noll]lrofosSionlll em-
ployee" llhall nave the slime maMing as
"nonexempt employee," under FLSA.
(4) 8o.la.rleo and wases of employees used III

meeting oost ShIL1'lug 01' mlLtohlnli' require-
mente on aWll.l'dsmust be BUPPOl'ted in the
BB.ll1B msnnei' 1\8 sa-1ariea lIJ1dWll8'oll oll\.lmed
fOl'reimbursement from awarding Il.geno!es.
9. Oontlngeno~' provisions. Oontributlons

to a oontingenoy reserve 01' any slmllat' pro·
viBlon made for event. the occurrence of
wbloll oa-nno1>·be foretold with oertain1;3' 1\1I
to time, intensity,' 01' with an 1\118UrMOeoi
theil' happening, ILre ullo.lloWllble, ThEi term
"oontingenoy reserve" exoludes llelHnsur-
anoe l'eserves (see Appendix :e to this part.
paragra.phs 0.g.(8) ~d 22.a.(2)(d»; pension
fUnds (see pare.gl'll,ph 8.1): ILni! reserves for
normal severMoe pa-y (see pa.raUl'l\.ph 8.k,)
10. Defeuse and :proseoutlon of orlmlllo,l and

oivil pl'ooeedlngs, olalms, appsa-ls lind pa-tent
infringement ..
a. Definitions. (1) oonviono», lIS used nefe-

In, means a Judumllnt 01' a. oonvlotion or a
oriminlll offense by li.ny court or competent
jU1'iBdlotlon. whethel' ent&red upon as iI ver-
dlot 01' a )Ilea, inoludlng a convlctlon due to
a.plea or nolo oomendere.
(2) Oost& inolude, but are not limited to,

administrative and olsrioa-l expenees: thE!
cost of lelf1l1 eervices, whethor pOl'formed by
In-house 01' pl'lvate eonnael; Md tbe coate oC
the servloes of ll.ooountllJ1ts, eonsultants, 01'
others ~'eta.lned by the OI'«lLllizatlon to IIsslst
Itj OOBtsor emplo~'eeB, offioel'll and trustees,
and any 1l1mllal' oosts inoUl'l'ed before, dm"

. ing, ILna.Mtal' oommenoement of I\. j\ldioilil or
administl'ativa prooeedinlr that bears II ill·
reot l'slatlonehip to the ]ll'ooeedlngs.
(S) li'l'aud, IlB u.sad herein, meane aote of

o.'aU(l OD1'l'up~lonor IIttempts to defraud the
Federal GOVel'nment 01' to oorl'\'lpt Its.e.gents,
acts that oonstlttlte (l, canae for de\)1l.I.'ment
01' sUBpenslon (1\1IB}leollled in IIganoy l'egule.-
tlous), and aobs wldob violate the False
Ola.lms Aot, 81 U,S.O., seottone 872lHl731, 01'
the Antl·lCIokbaok Aot, 41 U.S.o" seotions 61
and 64, .
(4) Penalt~' does not inolu<ie l'estituMon, re-

Imnuraement, or oompenslLtol'~' damll8'ss.
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OMB CIrculars and GuIdance
(5) PI'ooeedlnll' InDludes a.nlnvoatlgo.tloll,
b. (1) llllloept IUl!>tberwise desorlbed bereln,

oosts lnoul'I'ed In oonneotlon wltb any onmt-
nal, olvll 01' ndmlnlstratlve prooB9dlnll' (In-
0) UllinI!' flllnll' of 1\ fl\)s8 oerMNoa.tlon) Dam-
menoed by tile Federal Government, or a
Stl\ts, looILI or foreign goyernment. are not
alloWl\ble If "the prooeedlng: RGIp.tes to a vie-
ja,tlon or. Or fo.llure to oomply wltb. II. Fed-
01'0.1, Sta.tB, looa.l or foreign sta,tute or rel!'l1·
)a.tlon by tbe orll'anlza.tlon (inolUdlng its
agents IIml employess), a,nd resulte In a,ny"of
the roll owing disposItions:
(a,) In a orlmlna,1 llrooeodlng. a, oonvlotlon.
(b) In a, olvll or Il.dmlnlstrative pl'ooeedlng

InvolVIng an all~/l1'tlon or fraud Dr IIlmlhw
mtaconduou, a, determlna.tlon of organllla·
tlona.1Ua,bllltr.
(0) In the oaee of any olvil or a.dmlnletra-

tlve prooeedlng, the imposlt\l>1l of a. mone-
~o.l'ypenl\.)ty.
(d) A fIna,l dool610n by an o.pproprll\.te Fed-

eral offioio.lto debar or suspend the orga,ni-
za.tlon, to resolnd or void n.n a,ward, or to tar-
mlno.te an award lor default by reason of a
vJola,tlon or failure to oomply With a la.w 01'
regula,tlon.
(e) A disposition by oonsent or com-

promise, If the aotlon oould nave ~esulte(l in
any. of the Illsposltlons desorlbed In subpara-
graphs 10.b.(1)(a). (b). (0) or (d) of this appen-
dl".
(2) If more than one prooeeding Involves

the eame alleged mleoonduot, the oosts of all
suoh prooeedings shall be unallowable If any
one or them rellults In one or the Ill"llposltlons
shown In subparagraph 10.b.(1) or this ";ppen.
dl".
c, ~r,a proo"eedlng referred to in &ubllara·

graph lO.b of thIs IIp}lendl,, Is commenced by
the 1I'ode1'o.lGovernment Mid Is resolved by
oonsent or oompromlse purllua,nt to an lIf1l.'ee·
ment enterad Into by the organiBll.tlon and
the FederAl Government," theD. the oosts In·
ourred by the organlllation in oonneotion
w1th suoh PI'0090dll18'8thllt are otherwise not
.a,llowable under subparagrs.ph 10.b or this ap-
pendix mn,y be allowed to the extent speoifl-
Gally provided in Iluoh agreement.
d. If IL prooeedlng referred to in subpara-

graph 10.b of this apppndlK Is commenced by
1\sta.te. 1000.1or rorelgn. govermnent. the au-
tho1.'lzed Federal offiolll<lma,y ",now thE>coets
Incurred by the organIzation tor suoh pro-
oeadlngs, If suoh authorized offloial deter-
mines tha,t the Gosts were inGurred as a re-
sult of a speolfio term or oondltion or a fed·
erally-sponsored award, or speolfIo wrltten
dlreotlon or an authorized offlolal or the
llPoneol'lng a.genoy.
e. Oosts Inourred In conneotaon with pro-

oeedlngs desorlbed In subpa.ra.gl'Aph lO.b of
this allpendtx, but whlGh are not me.dl3 unnl-
Iowable by that 8ubparagrll.ph. m",y be 0.1-
low&il.by the Federal Government, but only
to"the extent that: "
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(1) '.l'lle ooate are rGMonable In I'e)atloll to
the aotlvltles required to dellolwith the pro-
oeedlng and the Underlying cause of I\otlon;
(2) Payment or the coats inourred. Mallow-

able ILnd1l.llooILbleooats, Is not pl'oblblted by
any othor Pl'ovloion(s) or the sponsored
award; .
(3) The Gosts p.r!l not otherwise recovered

rrom tho li'edera,1 Government 01' a thll'(1
~a,rty, elbher dlreotly IUla rellult of the PI'O'
oeedlng or otherwise; lind, .
(4) The peroentllge oC Gosh allowed does

not Blloeed the lleroentall'e detarmlne<l by lin
authorl~ed FederAl otfiolM to be ILPproprlate.
oonelderlng the oomplexlty of the llthl'll.tlon.
generally aooepted prlnolplea governing the
p.wllrd of lell'a,1fees In olvil aotions Involving
the United Statell M a pa.rW. and euon other
fll.otors as mILYbe p.pproprle.te. Snoh percent-
a,ge eha,ll not exceed 80 peroent; However, If
an agreement reaohed under aubparagraph
10.n or tbls o.ppenlllx has el!pllolbly oonsld·
ered this 00peroent 11mlta.tion a.nd permitted
a hlgher percentage, then the full amount or
OOBtsresultlpg from tha.t agr~ement sha.ll be
IIllowable.
f. Oosts inourred by the orga.ni~ll.tlon In

oonneotlon with the defense or Bults brought
by Ita employees or ex-employeea under S80'
tlon 2 ot the Ma,jor Frand Aot of 1986(pub. L.
100-'100).Inoiudlng the oost of a.ll reller nee-
esslU'y to make suoh employee whoI'e. Where
the organlBll.tion WM found lia.ble 01' settled,
are nnallowa,ble. ,
g. Oosts oC legp.l, 8.OQounting, and conautt-

lint BorvJoes, "and rela.ted oosts, Inourred in
connecbton .with defense e.a'il.1nst Federal
Goverriment oIa,ims or· ll.llpeals, antitrust
suits, or the proseoutlon of ola,ims or Allpeals
lIIl'l\1nst the li'ederai Government. lira unaa-
)owa,ble. "
h. Ooats or lell'llol,8.Ooonnttn8', and oonsult-

ant Banloes, and related OoBtS. inourred in
oonneotion with plLtent' Infringement 11tlga-
tlon. are unallowa,ble 'unllilSSotherwise pro-
vided for In the sponsored awa.rds.
i. Ooste whloh ma,y be uue.llowable under

this para.graph. lnolulllng direotly aSBoojll.ted
oosts, shall be aeli'rell'ated and 8.ODountedfor
by the orga,n:lzo.tlon eellarately. Dllrlng the
pendenoy or n,ny prooeedlng oovered by sub-
pa.ragrallhB 10.b and r or this appendix, tbe
Fsderal Government shall generally with.
hold payment of suoh oosts. However, if in
the best interests of the Federal aovern-
meat, the Federa) Government may llrovlde
for oondltlonal PtLYIIlent unon ]lrovielon or
adequate seourity, or other a.dequll.te MSUl"
anoe, and a,lll'llemllnts by the organl~a.tion to
repa.y all unallowable oosts, pIllS In.terest. 11
the ooats are sublleqUtllltly determined to be
una,llowa,ble.
11. Depreolation and Use allowl\noes. 0.,

Oompensa.tlon ror the Me of buildings. other
oapibal improvementa, and equipment on
hand ma.y be made' thl'oU8'1lUBea,lloWanoe or
Qeprotilatlon. However, exoept liBprovided In
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PItl'lIl1raph 11.r of tbhl appendix, a oomuina-
tlon or the two metllods mM' not be usell ill
ocnuectdoa wIth a Bingle class of [bled assets
(o.g., buildings, oN1oe equipment, oompuller
equlprnent, eto.),
,11. Tile oompute.tlon of use l\.llowanoes 01'

depr90latioll shall be ):JlIsed Oil the aoqulal-
tdon ooat oJ the MlsetlllnvolVed, Tho I\oqlliol-
tlon oOllt or an asset donl\tea to the non-prof-
it Dl'ga.nillatlon by a tbtrd pM'ty sltl\ll be Its
fair mlwket value at the time of tho dona.-
tion.
o. The oomputa.tlon of use allowanoBs 01"

depl'eolatlQn will exclude:
(1) The 'OQstof la.nd;
(2) .Any )lortlon or the OOBtor bulldingB and

eqllipment borne by or donated by the Fell-
era.l 'Government irl'espeotive of where title
viM orIginally vested Q1"where it pJ'llIlently
resides; and ,
(3) Any }lol'Mon ot the oost of buildings II.nll

ogulpmEillt oont1'1buted by 01' for the non-
pro!!t o1'ganiZfl.tion In slIotiefllotion of a sta.tu-
tor~' ma.toblng requirement.
d. General ortter.!a. wnere (l/lpreolatlon

method is followed:
(1) The POl'iod or usefu) llel'vloe (useful life)

estil.bllsbed in ea.oh case for usable oapltal
Il.$setsmust tlLlre into oonBiderllotion such fa.o-
tors as type of oonstruotion, nature or t118
equipment usea, teohnologiolll developments
in' the PlU'tloular progTl\Jl1 a.rell, aull the 1'8-
newa.l n.nd replaoement )lolioies followed· fOl"
the Indlvlduill items 01' olMlses of ,lIsoets in-
volved. Tile method of depreoill.tlbn used to
asstgn the oost of, aai aBBet (01' group of as-
sets) to 1I0oounting pel'iode shall rllneot the
PILttern of oonsumption of the asaeb during
its useful life. ,
(2) 11l tha absence or olel\.\' evidenoe IncU-

on.tlng thll.t the exPeoted ooneumpbion of tlle
asset will be slgnifioantly gl'BlI.tel'or leassr In
tlle ellr13' porblons of its usefUl life thlLll In
tile lll.tel' )lortlons, the stl'alght-llne metllod
shall be presumed to be the apPl'oPl'le.te
method.
(3) :Oepl'e~llItion methode onoe used shall

not be ohllUged unless approved In advanoe
by the oognltant Federal agenoy, Whlln the
dap1'eoiatlon method is iutl'oduoed for appli-
catIon to IIBsets previOUSly subjeot to a nee
anowance, tbe onmbinatdon of use l\.llow-
1LlI0BSand aepvoola.tlon a.ppl1OBbleeo suob as-
sets must not exoeed the totaJ aoqulsltion
ooet or the Il.pssts.
e. When the depreolll.tlolJ method Is used

ror bUildings, a building's shell may be eeg-
l'ogated Irom eaoh building component (e,g.,
plumbing' JlYstent, hel\ting, allel ail' oondl-
tionlng wstem, eto,) and each item depl'B-
ola.tec\ OVSl'Its estimated useful llfe; 01' the
entire building (i.e" tbe sllell 11.ll.ClallOOnlPO-
nents) may be tl'ell.ted Ml B sIngle lIBset amI
depreolate'el over a single useIulllfe.

C. When the [lepl'eolatfon method Is ueed rOI'
a plIrtiou!ar OIMS or assets, no depl'Eioiation
may b~ 1l.110wedon IIony elioll nasets that,
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un del' IlllDPlIragl'apll n.e of tbls appandl,;,
would be ,'1ewed I\ll 1\1113' deprsolated. HoW-
ever, II rllllsonable use 1I11ownnoomll.3' be ne-
goMated tOt' suoh assetll l'f wnrra.nted nctel'
ta.k1ng into oOllsl,deratlon tbe amount, of de-
Pl'eoilltion previousl3', ohat'gad to tlto FMera.!
GoYevnment, the estimated ussflil life re-
maiulllg at time of negotle.tioll, tbe effeot or
ILlIYinoreased malntenanoe ohargeD 01' de-
ereasad effiolen03' due to IIg6, and I\.uy obIter
ClIoOtol'Spe1'blnent to the utlltze.tion or the
llSset fOl' tIle purpose oontemplated.
g. Ol.'Jtarlllownere the use 1\l10wILlIoemethod

is' followed:
(1) The use aJlowaDoe fOl' building'$ a.ua im-

provemsnt, ,(:Iuoludillg !e.nd Improvements,
such as pa.ved plIol'king areae, renoes, and
sldewl\.lke)· wlll be Domputed Il.t an annual
l'l'.te not exoeedtng two pel'oent of lIoquiaition
cost.
(2) The use allowa.lloe for equipment will be

oomputed at an annual l'ate not 8xoeeding
six and two-thirds parosnt, of I\oquisitlon
cost. Wben tbe Use allowanoe metllod :Is used
fOl' buildings, the entire building must be
treated'as 110 single asset; the building's com-
ponents (e.g" pl\Ullblng system, beating a.nd
1\.11'oondltlonlng, eta.) oannot be s8g'regll.ted
£rpm the bllilcllng'llllhell.
(3) The two peroent limlta.tlQn, however,

need not be applied to eqllipment whlob is
mlll'ely attl\Olled 01' flliltenell to' tbe buUdlng
but not pel'!llanently fixed to it I\nd Whioh is
uaea as fut'niBhlnge Dr deool'll.tione 01' for spe-
oiallzed put'posos (e.g,; dentist ohll.irs IUld
dentll.l tl'oatmont units, counters, labor~to~'Y
benohes bolted to the fiOOl" ,disbw8Jlhers,
modull\1' furnitul'B. oM')loblng, lite.). Suob
squipmenb will be oonsidered as not being'
permanently fixed to tbe bUIlding If 111can be
removed without the need fOl' oostly 01' ex-
tonsive alterations 01'repairs to tlte l;mUdlng
o1'the equipment, Equipment that, meets
these orlterlll. will be subjeot to the 6% per-
oent eQllipment use allowlmoe l1mitll.t1on,
)1. OhM'ges fOl' USIlallowanosa 01' depl'eoia-

.tlon must bo supported b3' adeC/uate llrope1'(;Y
reooms and physioal inventol'JeB mUbt be·
tllken Il.t lOllostonce every two yam (a Btllotlll-
tloa.l sllmpllnll' ba.als Is llOoeptlloble)to ensure
that IIBsets exiat and are usable Il.ud needed.
"'ben the depreolatlon method Ie followed,
adequate depreoill.tlon l'eoords lndiofl,tlng the
amount of (\epl'eoiatlon tllken ilaolt period
must also be mamtaiued.
12. :Oonl1.tlon6IIondoontl'lbutlons.
a. Oont1'lbntions 01' donllotiona rende~'ed.

Oc>ntributlone 01' donationa, inolUding' casu,
p1'operty, ana aervices, :lllade by the organi-
zatlon, l'egal'dless of the l'llolplent, 111'8nnal-
Iowable.
b. :Oonated se1,,106S reoelved:
(1) Dona.ted 01' volunteel' servloes ma3' be

!l\rnlshed to an ol'll'a.nlzatloll by Pl'ofessional
ond teohnical pel'sonnel, eonenltants, IUld
othll~' skilled and ll11Bkllled labol'. The value
of these, eel'vioes Is llot relmbUl'Sable either
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Nl a direct or indireot cost. Roweve)', the
value or donated servtces ml>.Ybe used to
meet oost Sharlnll' 01' matOhlng requirements
In Moordanos with tbe Oommon Rule.
(2) '.rhe value or donated servIces utlllzed In

the verrOl'manoe DCa dlreot oost aotlvlty
shall, when materlo,l in amount, be constd-
ered In the detel'mlnlltlon ot the non-profit
QI'ganlzP,tlon's Indlreot Cloats 0\' r!l.be(ll) a,nll,
aooo1'dlnll'ly, sball be allooated a prop or-
tlonp.te 8hare of applioable indlreot oosta
when the following exist: ,
(a) The alllll\egate value of the servloes Is

ma.tel'Ill.I;
(b) The servloes Are auppol'ted by a signlfl-

cant, amount, DC the Indlreot ooste Incurrarl
by the non-profit orga.nlzatlon; and
(o)''1'l1e dlreClt oost a.otlvlty is not pursued

prlmll.rlly Cor the benefit or the Federal ,Gov-
ernment,
(3) In ~hose Instll.noos where there Ie no

basis for determining the Calr market value
of the servloes rendered, the reoipient and
the oognll';a.nt agenoy sball negotiate an ap·
proprlate allooatlon of Indlrllot oost to tbe
eervtces, ,
(4) Where donated asrvtoes dir80tly benefit

a.projeot supported by a.n aWl1rd, the indlreot
costs l11100atlldto the servloes will be oonsid-
ered as a part of the total coste of the
projeot. Suob Indireot COBtemay be reim-
bursed under tlie award or used to meet oost
eharing or matohlng requirements,
(5) The value, of the dOMte,d servioes mll.:Y

b,e uasd to meet coat sha.rlng or matOhlng re-
Quirements, 'undsr oondltlons desorlbed In
Ssotlon 215.23 of II OFR pa.rt 215 (OMB OIl"
oular A-llO). Where donated llsI'vloes 'are
treated lUIindlreot oosts, indlreot ooat rl1tes
will separAte the value of the donations so
that reimbursement wlll not be made.
0, Donated good" or space. (1) Donll.ted

goods; I.e., expendl\.ble pereollal property/sup-
)llies, and donp,ted uee DC Bpa.oemp,y be CUr·
nlehed to II non-)lroflt ol'll'l1n!zp,tipn, The
value of the goods and spiloe Ie nob reimburs-
able either lUIIIdlreot or indireot oost.
(2) The vll.lue or the donations may be used

to meet OOBtohll.rhig or matohlng llhare re-
quirements under the oondtblons desoribed In
IIO}!'Rpart 216 (OMB 01roUlar A-llO), Where
donanlens are treated 9.8 indlreot costs, indi-
reot oost rates wlll separate the value of the
donations so the.t reimbursement wlll not be
made.
13. Em)lloyee morale, health, lind welfare

costs,
a. The oosts or employee information pub-

1I0a.tlons, health 0)' i1ret-aid olinios and/or
infirmaries, reorelltlonll.l aotlvltles, em-
ployee oouneellng- services, and a.ny other ex-
penaea Inourred in acoordanoe wi t11 the non-
profit orl\'anl~at1on'~ eetll.bUshed praotloe or
oustom f01' the impl'ovement of working con-
dltions, employer-emplOyee relatlono, em-
ployee morale, a.nd 'employee perCorml1noe
,are ll.llowa.ble. '
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b. Suoh ooots wlll be equitably IIPportloned
to a.1l aotlvitles of the non-profit orga.nlza-
tlon. Inoome generll.ted from a.ny of these ao-
tlvltles w1ll be orsdited to the oost tbeNlOf
unleas suoh Income hNl been Irrevooably set
ever to emplo;yee welfa.re orgl1nlzatlona,
14, Entertll.lnment coats, coats of enter-

tl1.inment, Inoludlng ll.musement, dlvel'slon,
and aoolo,) a.otlvitleB and an;y oOBta dll'Botly
assooiated with Buob oosts (s~oh aa tioll:ots
to shows or sports events. meals. lodging,
renta.ls, transportll,tlon, and g-ra.t).lltlea) M'e
unallowabte,
1&, Equlpmont ll.nd other ol1.plta.) expend!-

tUI·es.
a, For )lurposes or thIs subpM'agrll.)lh, the

following definitions apply:
(1) "Oa.»lto.! EK)lendltures" mOl>.llBexpendi-

nurea ror tbe aoqulsition oost of oll.plta) Il,S-
eets (equipment, bulldlnSll; la.nd), or expendl-
tureB to ma.ke Im)ll'ovements to oa.)llta) as-
Bots that materially illoreaoo their value or
useCul lite. Acquisition oost mell.ns the oost
of the asset inoludlng the oost to put It in
place. Aodulsition oost for ellulpment, ror ex-
a.mple, means the net Involoe prloe or the
equipment, Inoluding the oost ot any modi.
fioll.tlons, atta.ohments, 8.00811Bories,or auxtl-
iary appa.ra.tus nlJOB6B!I.1'Yto mll.ke It usable
for the purpose ror wllloh it Is acqutred. An-
oillary oharses, suoh as tll,XeS, duty. prctee-
tive in transit InB~ranoe, freigb1i, and Insto,l-
latlon mll.Y'be inoludeD in, or excluded from
the aoqulsitlon oost In ll.ooordano,e ~ltll the
non-profit orga.)l.izatlon's rell'111araooounting
practioes, .
(2) "Equipment" means an ll.rtlole oCnon-

expendll.ble, tangible porsona.! property hav-
ing II. userut life ot more tha.n one year a.nd
an aOQulsltlon oost wllloh equals or exceeds
the lesser of the oapltll.l1zll,tlon level esta.I;>,
llshed by the non-profit orgll.nlzatlon ror f1-
nanQla} ute.tel;llent p1U'P08\lB,or $600'0,
(8) "Speolal purpose equipment" means

equl)lment whioh Is used onl;y for reaell.roh,
medloa.!, solentl.flo, or other teohnloal aotivl-
ties. Examples of sPeolll.1pU1')lose equipment
inolude mtoroscopes, x-ray maohtnes, sur-
gioalinotrumsnts, and S)leotrometers.
(4) "General purpose equipment" means

equipment, whloh 1s not limited to researob,
medical, sclentiflo 01' other teohn1oa) aotlvl-
ties. Exa.ln)lles include offioe equipment and
furnishings, modula.r offioes, telephone net-
works, information teobnology equipment
and llYlltems, air conditioning equtpment, re-
produetlon and )lrintlng equIpment, and
motor vehloles.
b. The collowing rulea of allowabUity shall

a)l)lly to equipment, lind other oa.pltll.l ex-
)lendltures:
(1) Oapltal expo:ndltllrss ror general PUt·

pose eqUl11ment, bulldlnga, ll.nd lll.nd are une.l.
lows.ble l\ll d1reot ohargeB, exoept where ap-
proved in ~dvanoe by the awarding agenoy.
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(li) Oapltal el.'Pendltures for apeoial pUl',Pose
equipment 81'eallowable as all'eot coets, pl'O·
vlded tha.t Itamll with II·nntt cost of SliOOO or
more hnve the p1'101'approval of the awal'ding
SgOllOY, .
(8) Oapital expendltul'OS fOl' improvements

to ll\.lld, buildings, 01' equipment whioll mate-
1':If1,lIyliJ.ol'eue theh' value 01' useful llfe are
unallowe.blo as II dil'oot OOlltexoept With the
prior approval of the awal'dblg agenoy.
(4) When IIp])l'Ovedas aitireot olla.l'ge pursu·

ant to paragra.ph l6.b.(1), (2), and (8) above,
oapital expBn4ltm'es will be ohal'ged in the
peri(jd in whloh the llA'PendttUl'e Is Inourl'ed,
01' as othBl'W11I8datel'mmed a..PproprillotBby
and negotiated with the awarding agenoy.
(5) Elluipment and othel' oapltaJ expendJ·

tures are unallowable lI6 Illdll'eot coste. How·
ever, SBe'PAre.graph 11., DepI'eoio,tiOll 1\.Dduse
aJ10Wf1,lloe,of this o,ppendix for rules on the
aJl0wab1l1W of use allowances or depreoia·
tlon on buildings, Ol\PltaJ improvements, 1\.D1l
equipment, Also, see pa).'Agl'allh 43 •• :aen~al
ooats of buildings I\Dd llquipment, of. th1e 0,))-
pendlx fOl'l'u.!es on the allowabllltJ' of l'flnta.)
eosts for land, bUilding'S, and eqUipment. -
(6) The unn.rnol'Mzed porMoD of MY Blluip·

lJIent written off as e. resnlt of a change lif
oa.pital1zatlon levele may be recovered by
oontdnulng to oraim the otherwisB a'lowa.bl~
uae a.llowl\.lIoes01' depl'eolation on thll equip.
ment, 01' by' a.mortlzing the amount to be
written oft over II period or years negotiated
w~th the oognizf1,ntagenoy,
. l6. Fines .MIl penalties, Oosts of 'finlls &nil
pBllalties l'8Bultlng fi'om violations of, or
failure of the orgl\.lliza.t1on to oompl~' with
Fedel'al, State, and looal laws a.nCl regule..
tlons life uDe.llowo.b.leexoept when inOurl'Elll
lI6 a result of oomplianoe With speoifio provi·
slons of an ·lIwe.rd01' metl'uotlollS :In writing
:from tll11e.wal'ding IIgenoy.
1? Fund raising I\.lId Investment manage·

ment coste, II. OOBtSor organizell tunll rais-
ing, InOlUding finanOial oampa1gns, eanow-
ment dl'lves, sollolta.tlon of gifts ana be-
quests, ll.llll Similar exnenses inourred solely
to raise oe.plte.l 01' .obtll.in oontl'lbutloDG are
unallowable.
b. Oosts of investment uounsel and stlltf

and similar expenses inou1'red 601e)3' to eD·
l1anoe income from Investments are unatlow-
able,
c. Fund 1'1llslhg and investment aoti vities

sball be e.lloo~ted 1111 approp1'1ll.te Sllll-I'Dof In-
dlrect coats uniler the oonditlons (lesorlbod
In pubpal'lIgl'll,p)1:a.a of Appendix A to this·
part.
10. Gaius Illld rosees on depl'eoiable assets.

A. (1) Gains alld Iossas on sale, retdrement, 01'
other disposition of depreolable pI'.oporty
shill! be Inoluded in tIle yam' In whloh j;hey
OOOU1'as Ol'edits 01' 011111'gosto oost B'l'OUP-
Ing(s) In whloh the depl'eole.tlon a.pplloll.ble to
suoh pl'opel't~' was 11lOluded, The amouub of
the gain or loss. to be IllOluded f1,SI\.ol'odlt or
ohM'ge to tho apPl'opl'late cost grouplng(s)
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sllall be the diffel'ellOe betweon the amcnnt,
realll:ed on the property l\.nd tbe
unllepl'aolatell hols of the ll1'opel'ty.
(II) Gaina e.nd Ioases on the disposition of

depreoillble pl'opel'by shall not be l'eooll'nized
as a sepal'ate ol'eQlt 01' ohlU'ga' Ul1dol' the roi-
lOWing oondltions:

(0.) Tlle ga.ln or lO/;!lIs pronessed throue-ll a
depI'eoll1.tion account, lind Is rel1t>oted in the
Clepl'eoll1tlon Il.llowa.ble under p&rag'l'a.pb 11 of
this appendix, .
(b) The proP&rb~' is givell in exollallge all

pa.rt of the purohaae pl'108 of a sirn11ll.1'item
e.nd the gllln 01' 1088 lB to,ken into aooount in
determmlllll' tbe clllprooif1,tion oost hasls of
the new item, .
(0) A loss resulta from the ill.llUl'e to matn-

tain perml/;!llb)o insurance, exoept as othel'·
wise pl'ovlded in po,rll.B'l'aph22 of this appan-
M~ .
(d) oompellsa.tlon to!' the use or tbe prOll·

arty was pl'ovlcled through use allowanoeS in
lteu of deprBOlatiOli in aecordance with PM.,.-
gTa.ph 9 of tb10 appendix.
(e) Ga.ins and Iosses &riSlq from mass or

extraol'd1llary 80,1e8, retll'ements, or qt11el'
dlepoeitlons eba.U be oonsldere4 on ~ OiIse-by·
case' baals.
b. Ga.lns 01' losoes of I\.lIYnll.tm'e ar1elng

from the Bfl.1e01' exonanse of property other
than the lll'opel'ty oovered in aUbparAgrllph II
shall be exolut'leli in oomputlng l\.ward ccets,
19. Goods· or servioes for perllOno.l use,

Ooste of goods 01' servloes for p~rsona.l usa of.
tbe o,l'gAlli\',lI,tion's employees Are unallow-
a.ble l'e8'o.l'((le8s of whothel' the o.ost Is re-
ported as taxable mcome to the employees,
20. Housing and personalltving expenses. II.

Oost,t of hOUSing (e.p., depreolatlon, madnna-
nance, utilities, fUl'lllshings, rent, eto.),
housillg allowanoes o,nd pel'sona) liVing ex-
penses fOIVot the 01'8'I\.lIizatlon's ornoers are
unalloWf1,ble as 1f1n'ge beneftt or :lndireot
costs regardless of whether tbe oost is l'e-
pOl'bed as taxable Income to the employees.
These oosts are allowll.ble I\S dil'Gob coats to
sponsol'eCl award when ne09SSfl.XWfOl' the per-
rormence of the aponeored awar(l and all·
Pl'oVBilb~' o,wal'dlng agenoies.
b. 'l'he term "otfioel's" mcludea ourrent ana

Pll6t offloel's and elnployees.
21, Idle iaoiUtles f1,lldHUe ol1.pl1.oity.a. AS

used in this seoMon the iollowmg termB l!f1,ve
the meo.nings se~forth below: .
(1) "J.1'aolIltios" meaua land lUld bUUcllnlrB

01' 1\.Dyportion thereof, Elllulpmt>nt Indlvid.
Uf1,113'01' oolleotlvely, 01' any othOl' ta.nglblll
oallital asset, wherever looll.~et'l,and wllethel'
owned or leased ~y the non-Pl'oftt o).'ganlze.-
tion.· .
(2) "Idle fa.oll1tles" means oompletely jm-

used faoilitles tha.t I\re excess to t11e non-
pI'ont ol'ganizlltion's oUl'I'ent neecls.
(S) "Idle ol>paoit~'" means the unused oa-

.lllloity of partia.l13' uead fo.ollltias. It Is ~he
dlffsl'enoe betweell: Tha.t whloh 1\ fno111t3'
oould achieve uriael' lOO percent opBI'atlng
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time on a one·»hlft bMils less operll-tlnu
Interruptions resultlnC"'li'om time lost tOI'I'e.
pairs, setups; unsJl.tlsCaotol'Y materials, aM
oth8l' normal dela.ye: o.nd the extent to whloh
the faoll1ty was aotually used to meet da-
manda durlnll' the a.ooounting pal'lod. A
multl·sllUt bMlie should be used If It can be
shown thllt this amount or USllgewould nor-
ma.lly be expeoted Cor the type or faolllty In-
valved.
(~) "Oast III Idle Ce.ollltleBor Idle oa.pfl,olby"

means oosts suoh MI malnsenance, repair,
housing, rent, ana obher rale.ted eosta, o.u.,
tnauranea, Interest, property te.1CeSMid de.
prealatlon Dr useallowDonoos. ,
b, Tho oosts of Idle CIIoOIlltieBare unallow-

able exoept to the extent the.t:
(l)Thay are neoessary to meet t1uotUe.t10IlS

In workloll.d; or
(ll) AlthOUgh not neOBBsa.ry ttl meet nuo-

tuatlons In workload, they were neoessary
when ll.Oquired and are now Idle because of
ohanges In program requlrement~, efforts to
aohleve more economical operat1ons, l'eorga-
nlza:t!oD, termtnatdon, Dr other Oa.UUBBwhioh
oould not ha.ve been ree.sonab}Y foreseen.
Under the exoeption ets.ted In tbls Bubpara-
gra.Ph, oosts or Idle faollitles are 8,llowable
tor a reeeonable period of time. ordinarily
not to exceed one year, dapendlng on the ini·
tlatlve tll.keD to usa, leMle, or diupose of auoh
faollities.
c. The oosts or Idle oapaolty are normal

oosta of doing buetneas and are a Caotor In
the normal nuotlll\tlonu ot usage or .lndlreot
ooet rates from period to period. Suoh opets
are e.Uowable, provided that the Qu,pa.olty 18
reasonably antlolpllted to be neoepsaW or
WMiorlglnally reasonable and Is not aubjeot
to reduotlon or elimination by use on other
Federal awards, subletting, renting, or sale,
In aooordanoe with sound business, 1l00·
nomio, 01'seourlty praotloos. Widespread Idle
oapaolty throughout an entire faolUty or
among a group of lIIloets having eubetllontlnJ.ly
tbe same funotlon may be oonslderetlidle fllo'
ollitles.
llll. Insuranoe and Indemnifioatlon. a. Insur-

anoe inoludes Insurance whloh the organiza-
tion Is required to oarry, or whloh I~· ap·
proved, under the terms or the tl.ward and
any Ilther Insurance whioh the organization
m!l.inW,ns in conneobion with the gsnoral
oonduot of ita operations. Thifl paragraph
does not apply to Inauranoe whioh represents
fringe benefits lor employees (see Bublla.ra·
graphs B.g anci 9.1(2)or thls appendix).
(1) Oosts DCInsuranoe required or approved,

and maintained. pursuant to the award are
allowe.ble, .
(2) Oosts DCother Insuranoe malntalned by

the organization in oonneotion with the gen·
eral oonduot of its opera.tlons are allowe.ble
subjeot to th.e following limitations:
.(11.) Types and extent of eoverase shall be in

aooordo.noe with sound business praotloe and

Pt. 230, App. B

tho I'Dotesand premtums shall be rel\80nable
under the otrcumabenoea,
(b) Oosts ll-llowed for business Interruption

01'otbel' slml1ll.l'lnsul'anoe shall be limited to
exolude oovei'A8'eof msnagement Cees.
(0) Ooste of IUS\lI'!l.nOeor or a,ny provtstone

fill' a rssel'va novel'lng the 1'lsk of loss or
damlloge to Federa,1 property are allowable
only to the extent that the Dl'll'a.nizatlon Is
Ue.ble ror Buoll lOBSor dll.mll.ge.
(d) Provisions tor a reserve nndar l\ self-In·

euranoe progra,m a.re o.Uowable to'the extent
that types or coverase, extent of eoverase.
,rates, and premiums would ha'l!e boan al-
, lowed hOodInsuranoe been puroha.sed to oovel'
the 1'1&1I:B,Howev.lll·, provision tor IUlow,n 01'
rllMlona.bly eatlmateO self-1naured l1ll-bll1tles,
whloh do not become llaye.ble Cormore than
one year after the provision Ie made, shall
not exoeed the present vallie 'DCtbe lIabillty.
(e) ocsts of mauranoe on tbe lives oC,trust·

ees, ofeloers, orotlle~ employees holding po-
sibions or similar responslbtlltles are allow-
IIble only to the extent that thsinsuralloe
represents additional oompanee.tlon (seB sub-
ps.re.graph 8.g(4) or thifl appendix). Tho oost
of suoh Insuranoe when the organlllation Is
identified as the benefJo1ary"ls unnJlowllble.
(f) InBUrll-nOel\8'ainst deCeots. Oosts of In-

suranoe with respeot to any oosts Inourred to
oorreot defeots in the orll'a.nl~atlon·s mane-
rla.ls or workmanshlp lI.reuu·o.llowable.
(g) MedlOlll liability (mo.lpra9tloe) Insur-

anoe. Mellloal11e.b1l1ty meuranoe Is a.nallow-
able OOBtof Federal reselloroh programs only
to the extent tbo.t tlle Fed\lral,rIl8BJl.roh pro;
grame Involve humil.n subjeots or tre.lning' or
partlolpanta In researoh teobnlqu9S. Medloal
l1e.bll1ty insuranoe ooste sbOo}]be trea.ted as II
dlreot oost o.nd shall be IUlsigned to indl·
vidUal projeots based on the manner In whiob
the Insurer Il-llooe.tos the risk to the 1l0PU'
lllotion ollvered by the Inaura.noe ..
(8) Aotua.l losses whloh oould have boen

oovered by permlBBlble Insurance (throull'll
the purohe.se or Insuranoe or a self·lnBUr9,n08
program) are unallowa.ble unless expressly
provl<led for In the awar<l, exoept:
(a) Oosts Incurred because of lose as not

oovered under nomlna.l deduotlble insuranoe
ooverage provided In keeping with sound
bustness practtoe are allowa.ble. ,
(b) Minor 108S811not oovered by Insuranoe,

such MI SPOile.g'B,brea.k:e.g'e, and diel>pPBll.l'·
ance oCsupplies, whloh ooour In the ordina.ry
OOWSllof operations. are allowe.ble.
b, llldemnifioation Inoludes a90urlnlr tbe

orgll.niZllotionage,.inst lIabllltles to tbird per-
Bone and ll.llYotber IOBBor damage, not com-
Pensa.tsd by msurance or otberwlse. The Fed-
eml Government Is obll/l'll.ted to indemnify
the orga.nlea.tion only to the sxtent expressly
provided in the award.
23. lntel'est, a. Ooats inourred tor Intereat

on borrowed oapltlll,temporal'Y use of en-
dowment funds, or tbe use or the Don-profit

163

AIT ACHMENT ••••••~ ••.••••••
PAGE •.. .1.8.... OF •••.2£. .. PAGES



PI, 230, App. B'

ol'ga,nisp.tlon's Own 1\mds, however rep-
l'OsBntetl, ere unllllowa,ble, However, interest
on debt lnou~l'ed aftal' SeptembSl' 29, ·3996 to
Mqulre or repla06 oa.plta.l IIBBets CUloludlnir
renovanone, alterations, eqnipment, la.nd.
and oa.p~tal aasets o.oQulred tlirougll oaplta.l
lel\lles). aoquirad aftel' Soptember 29, 3995 and
used In ll\l}lllort of Fedel'al awards Is allow-
able. pl'ovldedthll.t:

(1) For faoilitlee aoquisltions (exolndlnll'
renovebtone and r>.lteratiolls) oostlng over $10
mlJllon where tho Federal Government's 1'0-
Imbursement :Is fl"']laoted to equal or exoaed
40 pel'oent or an aeBot's oost. tbe .non-Pl'orit'
pts-anizlLtloll prepM'ee. pl'lol' to tlll) aoqutst-
Man 01' replAoement I;lfthe oapital asset(s), a
justlfioatlon tlla.t demonstrates the need lor
the fao1l1t)' In the conduct of federallY'spon-
Bored activities, Upon reuueat, the Deeds Jus-
tlfioa.t1on Jllust be provided to tlle Federal
agenoy wlbh' OO/ltoognlzMloe authodty M a.
prerequisite to tIle oontlnued allowa.bi1lbY of
interest 01) debt and depreolaj;loD related to
tlle i'aol11ty. The u'eedB jUBtlfioatlol) for the
aognisltlon of a faoility shoUld inolude, p.t B

minimum. the following:
(a) /;. sta.t&mellt of purpose I\.I1d justifioa.-

tion fOl' faolUty ao('mialtton 01' replll.Oement,
(b) .A sta.tameut as to why oUl'l.'ent faoill-

. ties 11.1'~not adequate, .
(0) /;. sta.tement or plMlUsd futm'e UM of

the Caollltoy,
(d) /;. desorlptlon of the finanoing agree-

ment to be arl'8.nged for the lao1llty,
(a) /;. summary of tlle bull ding oontl'aot

with eet1ml\ted cost infOlimablon and 8tp.te-
ment of source and use of fl1ilds,
(f) .A BobadUle of p)a.nned oooUpanoy date~,
(2) 11'01' :CaollltlllBoOBbing over 8500,000, the

non-proilt ol'8'aniza.tion pI'epares, prlol' to the
aogUIBltion 01'l'eplaoement of the fa.oIl1ty, a
leasetplll'ohaee a.na.lysls In aecordanee with
the pl'ov:\slons oC §§ 216.30 through. 216.97 of 2
Ol1'R 216 (OME Olroular A-ll0). whlob shows
that a. finanoed pUI'ohase 01' oapitl1.1 Iease is
less oostl3' to the Ql'ganitation tba.n otbor
leaelng altel'llll.t1ves, OD a net Pl'esent value
basis, DIQQount rates used shoulll be equal to
the nOll-pl'oflt ors-anlzation's a.ntlolpatetl In·
terest rabea and should be no bighol' tha.n the
fMr market l'a.J;e available to the non,pl'o!it
orga.niza.tion from an I1ilI'elatell ("al'lll'S
length") thll'd-pl\,l't~', The lee8el1>u)'oh888
anl1.!Y/lleshall iuolude a. oompardeon of the
net pl'Beent villue or tIle proJeoted tota.l oost
oomplll'lBolls or \loth a.lterna.tlves over the pe-
riod the assat, Is B"']leotBd to be uaed b~' the
non-pl'oilt ol'ga.nil'Al.tion, TIle cost comparl-
lions assoolate~ Witb llurohllliing tll.ll faoUlty
allall inolune theestimElte(l pUI'ohase Pl'Joe,
antioipa.tod opel'a.tlng and maintenence coata
(including prope)'t~' taxes, if l1.pplloa\lle) not
.inoluded bl the debt fina.noing, less an~' esti·
mllted asset sl\lvage value at the end or the
period defjn~d a.bove, The cost compartaon
for a oapltal lease allD.lI inolude tbe esti-
mated tobl Iease payments, aU3' ellthpated

,
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barga.in purohlUle option, opBl'atlng and
mamtenance coste, and ta,XBBnot iuoludea 'in
the oapitllJ leasing arrangement, less IIny eB-
tlm/l.tea oredlts due under the lease a.t the
end or the pel'iod defined above. Projeoted
operating lease ccsta shall be baeed on the
a.ntloiplloted cose of leaelll8' oompM'able £aolli-
tieB lI.t fair mal'ket rates un[\el' rental agree-
ments that would \lo l.'enewed 01' reesta.b-
l:Iehed over the pBl10d defined above, and any
expeoted mamteuenoe costa l\.I1el 1l.1l0wabl&
)l1'0pel'~3'taxes to be borne b3' the uon·p,'orit
o1'8'll.l1IZa.tlolldil'elltly or ae part Of tIle lease
al'.I'angement, .
(3) The aotnal IntBl'ellt oost o)a.lmed Is

predloated upon interest ~'a.tes that are no
lrlg1:)el'than the tll.l1'market rllte IIvll.ilable to
the non-profit orga.nlzatlon from e,n unre-
lated ("arlll'siength ") tJlird party,

(4.) Invelitment eat'.llin/fs. inoluding interest
Income, Oll bond Dr loan pl'inolpal, psnding
payment of the ccnatructdon or aDllu1sitioll
ooets, 11.1'0 ueed to ollsat allowllble interest
coat, Arbitrage earn1i:lgs repol'table to the In-
tarnlll 1'teveune Sel'Vloe are not required to
be offset a.galnst allowable intBl'Bst costs,
(6) :Relmblll'Semllllts Me Umltatl to the

least oostl3' lI.lterna.tlve \laeen on the tota.l
. oost a.na}Ysle .rsqlllred under SubplI.l'agra.pli
2ll,b. or this a.ppendlx, F01' example, if an op-
eratln/f lease Ie detarmined to be less oostly
than puroha.sing tl1rougb debtfina.noing,
then relmbul'sel11elit i~ limited to the
amouns determilled·if leasing had been used:
In a.ll OBsell'whel'8 l\. lell.Be/pUl'ohaee lUlalypie
18 performed, Federal relmbUl'sement ab'a))
be based upon tho leaet expensive al ber- .
natiVe,

(6) Non-pl'ofit organizations are also sub-
jeot to the following oondltlons:
(a) Inbel'est on aebt Inoul'reel to :fi.nlUloe 01'

refinanoe a.eeets· aoqulred before Dr reao-
qUll'ed Mtol' Septambel' 29, 1996. is not allow-
able,
(b) llIterest attributable to fully depre-

cIated assets :Is un/l.liowa.ble,
(0) 11'0), debt 1I1'1'angements over S1 m:Illion,

unless tlle non-profit ol'ga.nizll.tion makes an
initial equity oontl'lbutioll to the asset pur-
ohaae or 26 peroent or more, non-profit Ol'ga-
nisatdons enan reuuoe olatms fol' interesb ex-
pellee b~'an amount equal to imputed inter-
est eal'ninll"s on exoess casu now. whioll Is to
be oq.loll]ated as follows, /;.nnua.lJy, non-prot-
It organizatlone sha.llpl'epa.l'6 a oumulatlve
(ll'om the Inoeptlon or tlle projeot) report or
monthl~' cash noli'S the.t inoludeD inflowB and
oubtlowa, l'egal'dleSB of tlle funding source,
luOows ooneil!lt of deprBolll-tloll expense. am-
ortization .of Ollpltll)ized ccnstcucbton inter-
est. and ann\lal interest expense, F01' oa8ll
now oaloulatdons, the aamual Innow figures
shall be dlvide!1 b~' tllO number of months In
the year (usUa1l3' 12) ~he.t the building ill in
service fOl' monthly amonnts. Outflows con-
stilt of Initial equity ooutl'lbutlona; debt
pl'inoipal pllyments (leas tile pro l'll.ti1.s11ai'o
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p.ttrlbutable to tile unallowable costa or
land) a.nd Interest pa.ymentB. Where cumu-
Ill.tlve Inllows exceed oumulatlve outllOWB,
Interest sha.ll be op.Joulated on the exeess
Innows lor tlla.t period ana be treated as a. 1'0;
duotlon to e.llowe.ble Intel'lIst expensB, The
I'n.te or Interost to be uoell to oompute earn-
Inll's on OXOOSS Dash nOWs sha.1l be the tlll'ee
month Treasury BlIl oloalng rate !W of the
last buolness alW or thllotmonth.
(d) Subatllntlal relOoa.tlon or federn.lly-

sponeored 1I0tlvitios from a. fp.oUlty finanoed
by Indebtec\noBlJ, the OOBtor whloh was fund-
ed in whole or Jlllrt through l1'edera.l relm-
burssments, to a.nDtbel' facUlty Pl'lDr to the
explra.tiDn or a.llerlDd ot 20 years roqulres no-
tloe to the 11'ol1era.1oognlzll.nt egenoy. 'l;'he ex-
ten~ oC the l'OIODll.tlon,the amount er the
Federa.l partlolpa.tton In the Cinanoinlf, and
the depreolll.tion lind Interest oharged to date
may require negotiation and/or downward
adjustments or repla.oemllnt pplloe oha.rged to
ll'edero,l programs in the future.
(e) Tbe a.llowa.ble ooste to acquire Ca.o11itles

ll.nd equipment a.re ll.m1ted to e. fa.ir market
va.lue e.va.i1a.ble to the non-Pl'ofit o).'ga.niza.-
tlon from aD unrela.ted ("arm'8 length")
third Pll.l'ty.
b, For non-protit orga.ui~a.tlons subjeot to

"Cull oovera,ge" under the ODst Aooountlnlf
Stllnda.rds (OAS) as defined at 48 O11'R
9903.201, the interest allowab1l1ty provisions
or subpll.ra,graph 'a do not apply. Instea.d,
tbese ofganll!a.t1ons' sponsored a.greoments
a.re subjeot to OAS 414. (48 O11'R9903.414), oost
or money 1\8 an element or the oost of rao~lI-
ties oM>ltal, and OAS 41~ (48 OFR S90Ml?),
oost or money as an element er tho DOBtor
op.]>ltll.lllBsetsunder oonstl'notlon.
0, The toll owing definitions are to be used

ror purposes DCthis ]>a1'll8'l'a.ph:
'(1) Re-aoqulred IlBsobBmea.ns !Wsete held by

tbe non-profit orge.nizll.tion pX'lor to Sep-
tember 29, 1995 that ha.ve a,ga.ln come to be
held by the organiaa.tion, wbether through
repurohase oX'reflna.noing. It does not in-
olude Moets aclll\ired to repla.oe older a.sseta.
(2) lnitlM eql11ty oontrlbutlon means the

amount or value or o(>lltr.lbntions ma.da by
non-profit orB'anll!atlons for the aoquisltlon
DC the Il.llset oX'prior to oooupanOY or faolli-
ties.
(8) Assat OOBts means tba oapitall.l!a.ble

ocate 01' an IIBlJet, inoluding oonstruotion
costs, acquisition oosts, and other suoh mists
oa.pltQ.\lzedin acoordanoe wltb GAAl'.
24, La.bor relations coats. Oosts inourred in

ma.lntll,lning Bll.tlsta.otory relaJ;lons between
the orga,nizatlon a.nd its emilloyees, Inolud-
Ing costa or labor management commttteee,
employee publioa.tlons, a.nd other relll.ted a.o-
t1vltJes are allowable,
25. Lobbying. e:. Notwlthsta.ndl\1g other

provisions or ,tbis a]>pendlx, ooste, !W8ooiated
with the follOwing a.otlvl tlee lire unallow-
able:

Pt. 230, App. B

(1) Attempts to Innuence the outoomes or
'IIny Foderal, Ste.te, or 100a.1 eleotion, reC-
erendnm, Initiative, 01' lilmila.r prooedure.
through In kind or Dash oontrlbutlons, en-
dorsements, jlubliolty, or similar aotlvlty:
(2) lDstll,blishing, e.dmtntsterlng, oontrlb-

utlng to, or paying tM expenses or II pollt-
loa.l party, oamlle.lgn, )loUtlolll action com-
mltteo,ol' other 'onranlzatlon established Cor
the purpose or Influenolng the outcemes or
ole06l0n8: . .
(3) Any attempt to Innuenoo: Tho Introduo-

tlon DC Fadel'a} or StatE) legiBla.tlon: Dr the
enactment or modU'loll.tiDn DC e.ny 'pending
Federal 01' StQ.te )eglalp.t1on thronll'h oommu-
niDation with any member or emplo:,/ee or
the Oonlfl'eBlJor atate lell'lslature (inoludlng
efforts to innuence state ot 10DIl.lOctiOiP,]Bto
enga.ge In slmilnr lobbying aotlvlty), or' wi th
allY GDvernment offiolal 01' employee In con-
neotion with a. dllolalon to algn or veto en-
rolled leglJllatlon;
(4) Any P,ttempt to Influenoe: Tbe Introduo-

tlon or Federal or Stete leglsla.tlon; or the
ena.otment or modlflOll.tion or any pending
Federa.l or State legislation by prepa.ring,
dlotrlbutlnlf or using publlolty or propa-
ganda., 01' by Ul'j!1ngmsmbera or the general
pnbllo or a.n:v se!l1ilent thereoC to oontrlbute
to or partlolpate In a.ny mass demonstra.tlon,
marob. rally. (undra.lelng drive, lobbying
oa.;mpalgn or letter writing or telepbone cam-
pa.lgn: or
(6) Legislative lla.laon a.otlvltles, inoludlng

a.ttendanoe P,t leglBl~tlve sessions 01' com-
mlttee bearings, gathering Information re-
ga.rdlulf lell'IBla.tlon, e.lld anp.lYlllng the effeotor leglelatlon" when Buoh a.otlvltles a.re oar-
rled on In pupport or or I.n knowing llfepa.ra-
tion Cor e.n effol.'t to enll'a.ge In unallowable
lobbying.
b. The loll owing Ilotivltles a.re oxoepted

from the oovera.ge ot subpp,ragrllph 26.a or
this appendlll:
(1) :Providing a teohniop,l lind ts.otua.l pres-

enta.tlon of Inlorlllll.tlon on a. toplo dlreotly
rela.ted to the performanoe 01 a. 8'l'a.nt, con-
tra.ob 01' other agreement throulfh hetll'ing
testimony, sta.tements or letterS to the con-
gre/ls or a. atate leglulll.tUl'e. or subdivision,
member, or oognilla.nt statr member thel,'eof,
in reaponBB to a. dooUDlented request (Inolud-
ing a. Oongressional R800rd notioe requesting
teatlmony or sta.tementa for tbe reoord Il.t a.
relr\llo.rly solloduled hea.r!ng) ma.d&by the re-
oipient member, legl.lilativll body or subdivi-
sion, or a oognilla.nt sWl member thereof;
provided suob ln1ormll.tion Is relldily obta.ln-
a.ble p,nd osn be readily put in dellverll.ble
form: and !U1'ther :provided thll.t DOOtsunder
this seotion tor tre.vel. lodgIng or meale are
unallowa.ble unless inourred to ofier testi-
mony Il.t a. relr\llll,rly Boheduled Oongresslonp,}
bell.rlnp; pUlSUP.Ut to a. written request tor
lluoh preaenta.tlon made by tbe Oha.irlllllu. or
Ra.nklng Millol'lty },I/em);Jer'or the Oommlttae
or Suboomixlittee oonduQting suob hel\,rlng.
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. (2) .All~'lobbYing made lU'Iallowable by sub-
pal'agl'a.ph 26.a..(9) or this II-ppendl>;to Influ-
ence Stll-te legiala.tlon In order to dl1'eotJ~'re-
duoe thll cost, or to avoiCl materia.l impft.ir-
ment of tllO ol'glUllllat1on'a authol'Uy to per-
form the graut, contract, 01' othel' agree'
ment.
(S) .An3' aoMVity llpeolfloa!ly autltol'lzed by

statute to be undertaken with funOO from
t.110grant, oontract, or other a.gl'eement,
c. (1) When an Orgl\n1mation seeks 1'eim-

burssmenf fOl' Indireot ccsts, tota.l lobbying
odsts nhall be aaparll.toly lClentlfied in the In-
dlre'ot oost rate Pl'oposal, and thel'ellfter
treatall as otl)or unallowable MltlvJty costs
in aooomenoe wi~h the procedures of Bub·
paragrll-ph B.a of Appendix A to this pt>.lofi.
(2) Organillatlons shall submit, as parb ot

tbo annuallndu'eot oost rate propoBa.l, a 00)'-
tlfloation tha.t the requirements and stand-
IIrds or this paragraph hll.ve been oom);llled
·with.

(S) OrglloIlillll.tionssha.ll J;Illl.inta.in Il.dequate
records to demonatrate thll.t the detel:mina·
tion or costs as being l\llowable 01' unallow-
l\ble PlU'SUl\.l1tto pl\.l.'agrapb 26 oomplles With
the requirements or t11ls .Appendix. .
(4) Time log-s, aa.lenab.rs, or Illmi1M' reoords

s111l.11not be reqnired to be ol'eatilll for pur·
POBQSof oomPlY1~g With thlp pa.ragraph dur-'
ing 1\.l1~'partloUla.r aalendar mOl)t;b whijn: the
employee enll'ages in lobbying (as, defined in
lIubparagrapltB 26,a, and b. or this a.ppendix)
2li percent or less of the employee's com-
pensated hOUl'l1'of employment during that
oalendai' month, /lnd within the Pl'eoeding
five-yell.1' )lerlod, the organita.tlon ba.s not
mateloja.~' misstatsd a.l1owIJ.ble or una.llow-
able coats of any nl\ture, inoludlng legiala-
tlve 10bbYillll'OOllts,When the oonll1tlons de-.
soribed 1).1this subpIJ.rall'l'a.phare met, ol'8'llnl~
IIl\tlons al'e ,not requil'ell to establish l'eo'ords
to support the allowablllty of 01/l1lnod ooats
in addition' to records a.ll·eady l'squll'lld 01'
matntained, Aleo, when the oondltlons 110·
Il,DribedIn this subpR.l'agl'apll are met, the ab-
eenoe of time loga, oa.lendR.l'Il, 01' similar
records will not serve ILl! a bllsls for dla-
a.lloWlng costs .by oontestlng estlma.tes or
lobbying time spent by employees during II-
oa.lendll.r month. '
(6) Agenoles Ilhall estl\jll1eh procedurea fOl'

reso}\'lllg in advance, In oonsultfl.t1on with
OM.B, anJ' significant Questions 01' ll1eagl'se·'
menta oono81'nlng the Interpretll.tloh oi' a.p-
plioatlon of pal'agl'aph 26, An~~snoh l\uvl\.l1oe
resolution shall be binding in ll.ny subsequent
settlements, audits 01' inveatiglj.tions with
respsct to that grant or oonbraot, for pur-
poses of Intel'p)'lltatlon or thill App'sndix; Pl'O-
v:lded, however, that this Shall not be con-
strued to prevent a oontraotor or gra.ntee
[rom oontesMng the lawfulness of such a de-
teX'mlllMlon.. '
d. lllxeoutive lobbyblll' oosts. Ooats 1l10Ul'j'sd

In attempting to Impl'oper13' InOuililoe althel'
dh'eotly Dr 1Udil'sotl~', Mi employee Ill' ofC!i1el'

2 CFRCh, II (I-J"'()9Edltlon)
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. or the Exeoutlve BI'8.noh or ths Fedel'al Go,,-
ernrnenf to give oonaldel'atloll 01' to aot 1'e-
Ifa.rdlng a SPOilsol'ed agl'eement 01' a regLl-
latory mattel' 0.1'6,unaltcwable, Inl)ll'Opel' in-
nuenoe means any InOU811oethll.t mdncea 01'
tends to mdnoa a Fe/leral employee 01' offioer
to give oonslderation 01' tOllOt X'ell'ardlng a
lederall:V-lilponS01'sd agreement 01' regUlatory
ml\tter on lUl~'balli~ otbel' thl\.l1the merlta of
tlle matter.
26. :Losses on othsr sponsored agl'eements

or oonbraol>l>.kJJ:v exceea of ooatll ovel' m-
come on any award 1$ulI(I.1lo.wa.blea» II oost
of lI-nYothel' lI-ward. This inoludes, but Is not
limited to, the orglloIliMtlon'll oontributed
portion by reaeon or oost shp,rlng agreements'
01' e.ny under-reacverlea thl'ougll ne8'otil\tlon
of lump aums for, 01' oeillngs on, lnll1reot
oosts, I

27, Ma.intenanoe lI-ndI'epalr oeabe, OOllbl,lin-
ourred tor neoessa.ry matntenence, repa.ir, 01'
upkeep or bullding-Il and eQuipment (inolud-
ing Fo/leral property unless othel'Wlse PI'O-
vided' for) whloh neither ad/l to the perrea.-
nent value of the property nor appreoiably
prolong Its intenlled ille, but keep It In an er-
flolent opera.ting oondltion, are allowable.
'Oollts inourred for improvements whioh add
to the permanent value of the bu1.ldings and
equipment or appl'eohlllly prolong theil' in-
tended life shall be tl'ell.ted as oapital ex-
penll1tures (see P81'1lB1'll.ph16 of this appen-
dlx). .
2B. Ma.terlals and sUPplle~ oosts. II. Oosts

Inourred fOl' materia.ls, supplies, and fab·
'rlol\ted parts neaessa.ry to oln'X'Yout a Fed·
el'iu awa.l'd are allowable.
b. Pm'ohased xnateria.ls 'and supplies sha.ll

be Oba.l.'gllCla.t their aotull.l'prl.oes, net or ap-
plioable oi'lldits. Withdrawals il'om genal'a)
stores or stcourooms shoulll be obarged lj.t
then' aotua.l net oost under any reoognized
method or Pl'iolng inventory Withlll'awa.ls, .
'oonslstently applied.' Inoomlnll' trl\.napor·
tataon ohl\.rgee are a pl'opel' pal't of materials
a.nllllUppl1es oosta.
0. Only materials Il.nd supplies aotua.lly

used fOl' the p9rformlUloe or a li'edei'lLl award
ma.y be obarged lUI direot costs,
d. Wllel'e federa.l1y·done.tBd 01' !ul'l11I3hed

nl!l.tel'la.ls al'e lUIedin POl'fOl'mlng the Fedel'a)
aWal'd, llUo)l m(\'tel'!als will be UBea without
ollarge,
29. Meetings and conrerenoes. Oosts or

meetings and oonferenees, the prlma.ry pUl'·
pOBe of whioh is the dissemination of teoh·
nioal inf01'ml\tlon, are allowable, Thls In-
eludes OOBtsof meals, tl'a.nsPol'ta.t!on, l'ental
of faoUlties, Bp9!l.kel'll' fees, and other Items
Inoldental to Ilucb meebiugs 01' oonrerencea.
But see pM'agraphe l!l., lllntertaillment costa,
and 33" :Pa.rt!oipl\nt BUPP01'toosts' of th1B ap"
pendix, '

SO. Mem/ierllhiPB, sUbsoriptlons, and profes-
Bional 1\0ti,'lt)' costs. a. Ooste of tlle non-

I
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profit orll'l!.nlz~tlon'B membership 'In busl-
ness, tBohnlop.i, Ilnd profasslonlL! o~gantzp..
tlone l!.reallowable,
b, Oosts of tbe non-profit orgl!.nlBlLtion'll

subsoriptlons to business, 'professlonlLl, Il-nd
teohnloal perlodloals are allowp.ble,
0, Oosts of membership In any olvlo or

oommunity orgl!.nllla.tlon ar,e ll110wable witb
11l'1ol:'app~ovaJ. by Federal ODll'nlzant agenoy,
d, Oosts ot membership In any oountlW olub

ai' soola.l or dining olub or orlla.nizll-tlon are
unallowable,
31, Orll'AnlzlI.tlonoosts, l!Jl/.p6ndltures, suoh

liS inoDl'porAtilon tees, brokers' leell, rees to ,
promotera, organiBel:'Uor manP.\lemant eon-
sultants, Attorneys, lIooountp.nts, or Invest-
ment oouns'elors, whether 01' not employellS
of the orga.n1Zatlon, In oonneotlon' with es-
tAbllsbment or reorlfanlzation or an organl.
Ba.ti(ln, 8.1'en,na.UowAbleexo'ept with prior AP-
proVf>.I,ofthe a.wa.l'dln/ll!.ll'eno:\", ,
82, Pl!.ge oba.rll'es in professional Journf>.le,

Page Ohf>.rll'esfor profellBlona.l jourlla.l pubtt-
oa.tiona Are a.UowAblea8 a neoBBBary pllr~ of
resBa.l'ah ooats, where: '
a, The r&seo.roh pApers report wOl:'k sup-

ported by the Federal Government; and
b, ':l'he oharges a.re levied impf>.rtlally on f>.ll

researoh papers publlsbed b:\" the journal,
whether or not by tellerAlly,sPoDsored au.
thors, '
33, Partlolpllont Bupport ccsta, 1?artiolplUlt

support oosts 8.1'6'direot oOllts for itema sllob
f>.Sstlpenda 01'sllbslstenoe alloWAnoes, tra,vel
allowa.noes, a.nd reglstrf>.tlon feespa.ld to or
on behalf of pa.rt!olpa.nts or tra.lnees (but not
empl~yees) In oonueotion with meetings,
oonle1'enoes, eympolllp., or tra,jning projeots,
These costs a.r&1I110wf>.blewIth the prior ap·
pl'ova,l of the e.wArdlng all'enoy.
34, Patent oosts, a, The following oeste reo

latlng ~o patent and oopyrigbt me.ttere arB
alloWlIoble:ooat of prepllol'lng dloolosures, re-
ports, and other doouments required by the
Federal award And ot eelLrohlng the e.:t't to
the extent neoesBlLry to ma.ke sUob dlsolo-
OIl1'es;oost of prepa.rlng doouments e.nd lIny
other pa.tent oosbs in oonneotlon with bhe fil-
Ing and proseoutlon of ILUnited StlLtes Pll.t-
ent ,applioe.tion where title or royalty-free JI-
cease i.e required by the Federal Government
to be oonveyed to the FederAl Gove1'lllDent;
Il.nd generAl oounoellng eervices rell.ting to
patent a.nd ooPyrlllht mAtters, suob aa advioe
on patent and oOpyright laws, regUlAtlona,
olf>.uses, and employee l!.B'l'eom,ents (but see
paragraphs a7., Professional servioes oosts,
and 44" Royp.ltles and other ooot~ for use of
pe.tents and OOlly.r1ghts,of th1B appendix),
b, The following oosts related to pa,tent

and ooPyrlght matter are unallowa.bIe:
(1) Ooet o! prepa.rlng dlsclosurea, reports,

IIondother dooum~n~s and of seAroblng the
A;rt to the extent neoessa.tw to .make dlaolo.
aures not re~llll'ed by the e.wl\,rd,
(2) Ooata ,In conneotlon with Iillng and

proseoutlng IIonyforellfll patent applloatlon,

PI, 230, App. B
01' any United abates pa,tent a.pplloatlon,
Where the li'edel'nl aWll.rd does not require
oonveylng bJUll 01' A roya,lty~fl'ee lioense to
the Il'edllrai Goverllll1ent (but 800 PMalll'lIoph
46" ROYAlties a.nd other oosta toi' uaa of pat-
ents IIondoopyrights, of thlB APpendix),
36, Plant And' homeland seourlty coste,

NooeSBBl'YAnd raCUlona.bleexpensea Inourred
for routlno And homelalld seourity to proteot
fAollltles, personnel, and work produot~ are
a.llowll-ble, Suoh oosts inoludo, bnt are nob
limited to, wages and uniforms or personnel
engAged In sllourlty a.otllvltlles; equipment;
barriers; oontraotua.l SBOUrlty sarvloBs: con-
sultants:' eta, Oapital oxpendltures for home-
IlLnd and plant llllourity purposes 8.1'esubjeot
to parl!.grapb 16" Equipment And other Ol!.P'
Itll-I &xP&nd1~llres,oc this a.ppendlx, ,a6. :Pre·agreement oosts, :P1'O-a.wa.rdcoste
are those inourred prior to the etreotlve data
of tbo &wp,rddlreotly pursull.nt to the nsgo-
tlation And In a,ntiolpa.tlon of the I\WlLrd
where such oosts I\,Te neollBaa.ry to oOmply
with the proposed dollvBlWsohedule or Pllrl,od
or performanoe, Suoh oosts l!.ro allowable
only to the extent th'a.t thoy would hf>.vObean
a.Ilowable it inourred IIoftor the dllote of thll
award and only with fibe written approve.1 of
the IloWardlngaueno:\",
37, Professional s01'\'loes coats. a, Oosts or

profesB1onal and oonsultAnt servteea ren-
dered by perBons who are mombera oC a par-
tioulp,r proCasoic;lDor poseese I\, opeola.l skill,
Clondwho a.l'e not offloers or employees or the
nOll-profit orll'e.nitll-tj.oll, I\,re a.llowable, sub-
jeot to Bubpare.gi'allhs· band 0 when reaaon-
p,ble in rel&tion to tbe servloes rendered f>.nd
when not oontlnlrent upon reo overy of the
oosta from the Fedel'l\.l (}overnment, In addi-
tion, lap1 and related servioes e.re limited
under lla.re.gra.pb 10 of this e.ppendlx,
b. In determining tbe Il-llowabUity or oosts

in a. pp.rtioular caae, no single faotor 01' any
speolal combmatdon of fe..otors Ie neoessarlly
deterlninatlve, However, the tollowinll' rae-
tors are 1'81ovant:
(1) The nl\tlU'o a.nd scope ot the servioe ren-

dered in relation to. the servloe required,
(2) The neoessity of oontraoting for the

service, ooneldering the non-profit orgAnlzllr
tlon'/3 oa.pa,blJity in the partloula.r area,
(8) The put pattern of ouch oosts, partiou-

la.rly In the yea.i's prior to Fedllra.l awarde,
(4) The imllll.ot or :Federal awards on the

non-profit OrgAnlzf>.tlon'sbusiness (t,e" what
new problems have 8.1'iS8n),
(6) Whetber the proportion or FederaJ work

to tbe non-profit ol.'glltllzation's total busi-
ness 1s suob as to tnnuence thll non-profit or.
,ll'AnIBatlon In favor of inour1'lng the cost,
parhloularly Where the servioes rendered are
not of Il-oontlnuing nll-ture Il-udhave little re.
la.tlonship to work under Federe..l na.nts Clond
oontrl!.ots,
(6) Whether the Ilervloa oan be performed

more eoonomlol\,lly by direot employment
r&t)llll' thllonoontra,otlnll'.
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(7) TIle Qualifioatlons.oC the individual or
concem renaol'!;ng the servloe lind tllB ous-
tomary fees ohM'gea, espeolaU3' on non-Fed-
eral aWlI,rds,
(8) .AdeqUaol' of the oontraotliall\gl'eement

tal' the servloe (e.p" desol'1ption of the aerv-
tee, eatlm~te of time l'eguil'ed, l'ate of com-
pBllllatlon, and termination provialons),
0, h1 Maltlon to the fl\Otol'll In Bubpllra-

lrl'aph 37.b of thiB·l\ppencllx, retllolnel' fees to
be ll.llowlloblemust he supported by evldellDe
of bona. fide servioes aval1l\ble 01' rel)derad

8B, Publloation and printing oOllts, a, PUbli-
eatton coats iuoluda the costs of printing (hi-
oluding the prooesses of oompositlon, pIMB-
mak.lng. Pl'.ess work, binding. ana the 'end
produots produoed by such processes), dle·
tribution, PI'omotlon, nU~lling, Ilondgeneral
lIandllng. Pnblioatlon costs a.lso inolude plloge
oharges in pro£e6910nl>lpublloations,
b. If these oosts are not Idanttflable with a

par!;l.oular cost objeotlve, they should be &1-
looo.ted as indireot ooats to all benefiting ao-
tlYltle8 oC the non,p~'ofit o~8'an1zatlon,
0, l'a:ge ohllorgas for profeselona.l journa,l

publioations are I\.Uow&ble as a. neoeBS&l'~r
pa.l'lior relle8.1'llhooste where:

(1) The rosearoh papoI's rllPort WOl'k RUP-
pOI'ted b~rtheli'ederal GovlIrnment: Ilnd
(2) The ohlll'gos are le"ied ImpIlI't!&lly on

an researoh pa.pers pnblllihed by the journal,
whether or not by fe(lerallY-Sponsol'ed au,
thdl'S.
89, ~earl'llJlg8ment and alterllotion costs.

DoSts inoUlTed for ordinary 01' normal rear-
l'a.ngement ami a.lteratlon oC f&oillbles are al-
lowa.ble. SpelJillola~'a.ngemBnt and altel'l\.tlon
costs Inourred speolfiollol1y ror the projeot Ilore
allowl>ble wltli the prior &PP1'oval of the
IIowardlngagenoy.
40, Reoonverslon coste, Oosts Inourl'ed in

the restoration 01' 1'ohllobll1ta.tion of the non-
pl'ofit organization's facilities to appl'Oxl,
matsl~r the same oondltlon existing imme-
dtdely p1'l01' to commencement of Fedel'al
l1owal'ds,le8S oosts l'ela.ted to norma! weal'
Ilondteal', are llo11owlloble.
41, Reol'uit1ng costs, a. SubJeot til Bubpa.ra-

gl'apbs 41,b. 0, IIondd of this a.ppendllo:, and
pI'Clvldedthat t11e size of the staff reoruited
and ma.intll.lned is In keeping witl1 workload
requtrements, oosts or "1101pwanted" advel'-
tiBing, operating oosts of an employment or-
floe neoossM'Y to secure aud maintain a.n
ac1equa.testlloff,oosts oCop91'atlnll' an lI.ptltnde
and educlltlonllol testing pl'ogfam, travel
costs of employees wlIile engaged In xeOl'uit·
ing pel'Bonnel, travel OOBtsor a.pplloants for.
Intel'vlews fo)' :prospeotlve employment, IIond
reloolltlon oosts lnOurl'ed incident to reol'l1lt·
mont of new employees, are 1Io11owableto the
extent tllat auou costs a.re inourl'od PUl'suant
to a· well,ml\naged reonntmenb pl'ogmm.
Wllel's the ol'gllollillation uses employment
agenctes, aosts tllat are not in excess or
&tandal'iI oommerotal l'l\tea fOl' suoh servtces
are allowable.

i
I
I
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b. III pUblioatlons, OOBtSof help wanted ad·
verblslng tha.t Inoludes 00101', tnoludes I\dV81l•
tlslng matBrlal fol' otber than reoruitment
PUl'POSBS.01' is exceseive in siae (tlloklng' into
oOllsldel'lIotlon reol'ultment PUI'poses fOl'
w)lloh Intended and ·normal organ!zlIotlonl\)
PI'aottoes in this respeot), are unallowable ..
a, Doata or llelp wanted advertising, Ilpoolal

emoluments, Mnll'B benefits, and sa.lll.l'y al·
Iowances inoul'l'ed to abtrMt professional
pel'llonnel il'om other organlllD.tlons that do
not me/lt the test of'l'BllIlonableneSl; or do nbt
· courerm with tbe estp,bliehed pril.otloes of the
or/l'lIonlza.tlon, are una.l.low&ble;

d, VI'here relooatlon oostllinoUl're(llnoldent
to reol'ultment of a nell' emj,loyaa nave been
allowed. either as an allooable dh'eot 01' 1ndl~
reot oost, IIolldthe ne1l'13'hlre[l employee reo
signs fOl: reaaons wltbln Jus oonti'ol within
twelve months Mtal' being hired, the organi-
zation will be requil'ed to 1'etuud 01' oredlt
suoh l'elooation oosts to the Federa.! Govel'li~
mont.
42. Reloollotlon ocate, a, Relooation oosts

are oosts inoldent to ·the permanent ohange
of dllty assignment (fOl' an Indefinite );leriod
or fOl' a staten p8~od or not less than 12
months) of '1L1l allistJng employee 01' upon 1'8,
eruttanent, or 'II new employee, Relooatlon
ooats are allowable, subjeot to the limitation
·desorlbed in aubpllo1'all'I'lQllis42.b. 0,' &nd d of.
this appandlx, provided that:

(1) The move is ior the benefit of'the em'
ployer. , . '
(2) RelmbUl'sament to the employee is in

aeeordanee witll an estllobllshed written pol,
1~' oOllslstently followed 'by th" ezpployor.

(8) '.l'he l'etml)ursement does not exceed the
employee's Mtnal (or reasonably estimated)
expenses, .
b. Allowable relooatlon oosta f01' current

employoes a1'Olimited to the following:
• (1) '.l'he oosts or transportation or the em-
ployee, members of hie immediate :Cam1ly
and bb household, and pe1'8onal efCaots to
the new looation,

(2) Tl1e oosts of finding a new nome, suoh
as advanoe tl'1P8by employees lIouds);louses to
looate living. (Juarters auil tempoI'lWY lodgIng
dUl'lng tite transltloll pel'iod. np to msxrmnm
perioel of 30 dl\,Ys, inoludlng Rdvanoe trip
blme.
(8) Oloslng coats, suoh es I:!l'okerage. Illlfal,

a:nd o.PP1'1I.160.1rees, .inoldent to tbe disposi-
tion or t)le employee's rOl'mel' home, These
oosts, ~ogetbel' with tIlose dosOl'ibed in Bub-
pal'agrapb 42,b,(4) of this append~, are lim'
itel.'l to 0 peroen t of the sales pl'ioe o! tbe em-
ployee's former home, ,
(4) The oontinulng costs oC owneralnp er

the vaoant Jormer home after the settlement
0)' tease date of the' employee's new perrna-
nent borne, snoll lIBmrdnbenanoe cr buildings
and Il'rounds (exclustve or tilling up expensea),
utll1ties. tlloll6S,Mel proper.ty·insul·a.110~,
(6) Otller neOeB6D.1'Yand reasonabte ex-

penses normally inoldent to relooatdon, suoh
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1\& the OOBt"of oanoeling an unexpired lenae,
dlsoonneotlng and i'elnetalJtnll' household ap-
plllmooB, and purohl\8lnll' Illouranoe IHlalnst
10SB(If or dMul\geS to persona-I· proper~y, Tho
Met of ol\n09l1ng an unel!pired leue Is 11m.
Itad to thl'eo times the monthly I'entll.l.
e. AlIowll.ble relooatlon oosts for new em-

ployeBS are IImltad to thOSBdeBorlbed in sub.
)l1l1'agrI1Ph4lI,b(1) anll (2) of this appendix,
When ralooabion oosta Inouned Inoldent to
tbe reorultment of new emplOYOeBhll.ve been
a.llowed elbhel' nil a direot or Indlreot oost
and the employee resigns for reaaone within
hlB oontrol within 12 montbs after htre, the
01'll'anlEl\blon8hl\1I refund or oredlt the Fad-
eral Govel'l1mant for Ite ohare of tWe oost.
However, the ocate of travel to an overs8lUl
100l\ulon sball be o(lDsldered travel oosts In
a.ooordo.noewith paragrapb 60 aDd not 1.'01001\·
tion oost~ for the purpose of this pa.ragrapb
If dependents are not permitted .II-t the 1000.'
tlon for II-nyreason and tbe oosts do not In-
elude oosts of transporting boneebold goods,
d. The following oosts related to relooatdon .

are une..lIowabJe:
(1) FellS o.nd other oosts IWsoolated witb ao-

quirln$' a new home. .
(2) A 1082on the Bale of a Cormer home,
(3) oontlnuinB" mortgage prlnoipa.l and In.

terest paymentS on 1\home being sold.
(4) Inoome taxes paMl by an employee re-

lated to reimbursed relocation coste.
4S. Rental coats of buildings and equip-

ment. a. Subjeot to the lbnlta.llions deborlbed
In sUbparagraphe ~3,b. through d. or this ap-
pendix, ron till oOllts are allowable to the IIX·
tllnttbe..t the rates are rel\8onabie In light of
suob faotors as: Rllntal oosts of oomparable
property, It any; ma.rket oonditlons In the
area; alternatives available;· and, tbe type,
life expeotl\noy. oondltlon, and value Of the
property lea.eed. Renta.! II-rrangements should
be reviewed pBl'iodloa.lly to iletermine It oir.
oumstanoes ha.ve ohling-ad Qnd other options
are o.vellable.
b. Rentll.1 oosts under "81\1eand lel\se back"

arrangements l\1'e a)lowa-ble only up to the
Amount tha.t wollld be Il.Uowed had the non-
profit orga.nlza.tlon oontlnued to own the
)Jroperty, This amount would inolude ex-
penses sucn as llepreoiatlon Dr use alloWll.noo,
madntennnoe, taxes. a-nd insuranoe,
o. Rent!>J oosts under "less-than-arms-

length" Ieaees are !>Jlowable only up to the
amount (as explained In Bubpa.ragrAph 4a.b.
of this appendix) tbllt WOUldbe allowed hAd
title to tbe properbY vested In the non-profit
organll!atlon. 'For tble pU1')lose, ll. less-than-
Arms-length lease Ie one under whl(lh one
party to the lease agreement Is Able to con-
tr(ll or BubBtl\ntla.lly tnnuenoe the aotlons of
the otber. Suoll' Ieasea inolude. but are not
limited to those between diviSions of a non-
profit ol'$'anlza.tlon;non-profit orgll-nbatlone
under common o!:lDtrolthroulfh common om-
Qera,.dlreotors, or members; and /l.nori-proflt
organizl\tlon I\nd II- direotor, trustee. offioer,

Pl. 230, App. 8
'01' key employee of the 1l0n-pl'Ofit orll'anlllA-
tlon or hie Immodlate tllJlllly. either dlreotly
01' thl'ou/rh oOrP,oratlons. truats. or similar
arrAngemente in whloh they hold a oontro)-
ling Interest. FOI' example, a non·proflt orgl\'
niEp.tlon ma.y ostabllsh a soparAte 'ool'pora-
tlon for the BolepUl'poae or owning property
and leasing It baok. to the non-nron t organl·
Slattpn.
d, Rllnta\ ooatll under Ieaees whloh are j'e-

qllirea to be treated ae oll.pita.l leI\BBB.under
GAA'P arB allowa.ble only up to the amount
(all explained In lIubpara,9'ra-pb b) that would
be al1owe'd hll.d the non·profit organlzl\tlon
puroha.aed tl1e property on the date the leMe
l4l'l'eement W9.S ol!Bouteii. The provisions of
l1'InlUlola-) Aooounting Standards :Boar(\
Statement 1B, Aooounting for LelLSes, shall .
be used to determine Whether e. lel\se Is a
oa.pltal Iease, Interest ooate related to Dap-
ital Ieasea are ellowable to the extent theY
meet the OJ'lteria in paragraph llS of this ap·
pendtx, Ul1!lollowllobleoosts inolude amounts
pa.td for profit. ntllJlagement feBS. and ta,xes
that would not ba.ve been Inoul'red ha.d the
non-profit organization puroha.ead the ra.oll-
,Ity.
44, Royalties and other oOBtsfor use of pat-

ents and OOPYI'lghts. ll., Roya.ltles on a, patent
or oopyrlght or amortiEation of the cose Of
aoquiring by purobl\8e a ooPyright. patent, or
rights thereto, neosssary tor the propel' per.
rormance of the award are allowable unlees:
(1) The Federal Government has a Itcenee

01'tbe right to free use of the patent or oopy-
right.
. (2) The pl\tent or oopyrlght hl\s been II-dju-
dioated to belnvalld, or has been administra-
tively determined to be ,Invalid.

. (3) The patent or oopyrlght Is oonsldered to
be unenforoeable .
. (4) The paten,t 01' oOllYl'llrhtIs exillred.
h. apeoial care should be exerolsed in de-

termlnlng ral!.Bona.hleneas Where the royal·
ties may have errlvell at as a result 'or le811'
than-a.rm's-length ba,rgalnlng. e.g,:
(1) Royalties ]laid to persona, inoludlng

oorpora.tiolls. MflUl\ted with tbe non-profit
orga.n1zl\tlon.
(ll) Roya.ltles paid ttl una.ffilla.ted pp.rtlell,

In(llulling o01'porll-tiQne, under an El.llTeentent
entered Int!> In oontempla.tion that a Federal
a.ward wollld b~ made. .
'(8) Royalties paid under lUI agreement en-

tered Into after an award is made to !l-non-
profit organltatlon.
o, In l\.l1Ycase inVolving a paul)nt or DOPY-

right formerly owned by the non-profit orga-
nization. the amount of royalty allowed
should not exoeen the oost whioh would nave
been Allowed bad the non-proflt organization
reta.lned title thereto.
46. Seiling and marketing. Oosts of s~lllnll'

ll.nll marketing any produots or 'eervfoBs .er
the non·proflt orgaliiza.tlon al,'e unallowable
(unless allowed Qnder pa.ragraph 1. of this II-P-
pent'lIK BS allowll.ble publlo rele..tlons oost.
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Row eve)', .t118se costs are allowable as dlreot
oosbs, wltll ]ll'lol' apPl'ove.1 by Qwal'dlng agen·
olea, when they are neOeSBI\l'Yror t11e pel~
{ormanoe of Federalpl'og'l'arna,
46. I3peoillJl~ed servtoe .faoillties. II. TlIe

oosts of Sel'\'IOe9pl;ovld811 by highly complex
01' speolalille(l faoillties opel'atoll by the non-
Pl'ol'1t organization, "mob 113 computers, wind
tunnels, and reaotOl'S al'e allowable, pI'oYlded
the ohM'geS fOl' the services.meet the condt-
tiona of eltbel' pa1'a:g,.'aph 46 b. 0)' 0, at lillie
appendix IUId,in II.dc'lltlon, take .into aooonnt
a.ny lteIllll of Income 01' Fadel'al flnl\D.lllng
that qua.lHy as lI.P)llloa.ble·ol'el11ts under Bub-
pal'a.gra.ph A.5. of Appendix A to tble PM't.
b. The costs of suoh servloes, when ma.te·

rial, must be ohM'ged dil'eotly to applloll.ble
a.wards based on aotual Usage of the SB1'VloBS
oll the basla of a. sohedule of rates 01' eatab-
lished methodology that. does not disorimi·
nate aga.inat lederaJ)y-suPPOl'tad aotivities of
the non7profit organisation, 1:uolUdlng usage
by the non-profit ol'ga.n1zation lor Internal
Pl11')loses, IUIdis designed to reoover only the
Il/l'/p'egate oosts of the services, The oosts of
eacb sel'vJoe shall ooua.1at normll.lly of botll
its direot oosts IUId ita allooable sba.re of all
Indireot oosts, Ea.tas sha.ll be adjustecl at
least blannially, and slla.ll take Into oouala-
al'atlon ove~~under applied OOBtsof the pre-
vious perlod(8).
o, Where the coets Inourred lor a sarvioe

are not m·aterhi.l, the3' may be allooated as
1ndireot coste,
d. Undel' BOlUe .extraordlnary Oil',

cumstancea, where It b In the best intel'ost
of the li'edsral Government IUId the .instltu·
tlon to eetl\bUsh alternative oosting 8.rrange.
ments, enon a.l'l'lLngoments may be wOl'kell
out with tbe oognizant FedB1'al agenoy.
47. Taxes. a. In general, taxes whloh the 01'-

ganlzatlon ip requirell to pa.y and whloll M'e
paW oraoorued in aooordanee with GAAP,
and payments made to looal governments in
lieu of taxes whloh are commensurate with
the looal goval'Iltnent Bervioes 1'80elvel1 are
AllOWAble, eXoBpt for taxes from wMoll ex-
emptions are available to the ol'ganlzation
direotly or wbloh are II.Vl\llable to tbe orga.nl-
zation basetl on a.n exemption a.ffol'ded the
Federal GQvernmen t and In the labtol' oaae
when tbe aWal'd.1ng agenoy makes availsble
the neoessary exemption oel'tlfloates, sPBoi/lJ
assessments on lImd whioll represent oaplta.l
improvements, ancl Ji'ederallnoome taxes.
b. Any l'eruncl Of taxes, And any, pAyment to

the ol'{!l\nizatlon of interest thereon, wll10h
were allowed Ae award oosts, wlll he oreliited
eithsl' as 1\ Dost reduotion 01' oa.all l'eCUnd, as
appropriate, to the Fedel'al Government.
40. 'I'el'mlnlitlon OOBts applloable to spon-

sOI'ed agl'eemento, Terminl\tloll of I\Wal'ds
genel'a113' gives rise to the lnourrenoe of
ocate, 01' tlle need Cal' speolll.l trantment of
coste, wblo}1would not have a.l'isen had tIle
FederAl II.wIII'dnot been tel'mlnllted. Oost
prlnolples oovel'lng these items a.l'e set fortb

2 CFRCh. /I (H-09 Edllion)

below. They are to be us ell in coniunomon .
with the otllel' pl'ovislollS of bbla appendix in
tDl'minablon a.1tlla.tlons.
a, Tile oost or ItBm~ reasonably usl\ble on

the non-pronn orglUlisit.tion'll other work
shall not be allow(l.ble unless the non·profit
ol'ganiza.tioll submits evldenoe that Itwoul(l
nob l'eta.ln· Buoh Items at oost Without sue-
talnlng II- 10llJ!. Xn deohllDg whetllel' Buoh
1tem.s ars l'6a.sOnl\bl~'Usable on oth~l' work or
the nOD-profit organlza.tlon, the a.wa.rdlng
agenoy Bhould 00D61(1el'the non-profit orga-
nlza.tlon's plans 11.11(1ordara for ourrent Iloild
soileduled aotlvlty. OontempOl'lmeOU8 PUl'-
o11a.ee~ of common IteIllll by the non-Pl'orlt
ol'gllJllzll.tion shall be regarded a.e evidenoe
that suob Items 11.)'6 1'ol\.9ona1:l1yusable on the
non·pl'oilt orga.n111lltloll'S other wOl'k. Any
aooeptarioe of common Items as aUool\ble 'bo
the tel'D'llnats[1 po)'tlon of 10M :Foderal aWIl-l'd
shall bellmltsd.to the oxtent thll.t the quan·
titles of suoh Items on hMd, In trll.Dsit, and
on brdel' are In excesa of the reasonable
quantitative requa'oments of Oth81'work,
b. If in a partloular case, desplt;e all rea-

sonable efforts by the non-profit organil<llr
,tlon, oertaln oosts ol\nnot be dlsoontl.\lued
immed.latelY Mter the effeotive da.te of ter-
mination, suoh costs a.re generally allowable
within tlle limitations set for.th In tIlts Ilop-
pendix, exoept that any Buoh oosts con-
tlnuing after termination due to the neg-
ligent or wJllful fll.i1ure or thll non-pl'orlt 01'·
gllnlzation to disoontlnue suoh oosts shll.11be
unll.l1owa.ble.
o. Loss of useful value of speoial toollnll',

ma.ohlne).'~', and Is B'enel'll.lly allowlI.blo if:
(1) Suoh epil01a) toollnll', speoia.) ma.ohlnllry,

ai' equipment js not reaaonably oo.plI.ble of
use in the other work of bhe non-pl'ofi t orga-
niza.tion, .
(2) The interest of the Federal Govel'nment

1s Pl'otlloted b3' tl'Ansfer of title 0)' b3' I.lther
1l'Iea.ns dllemell approprJate. by t11e II.WM'd!ng
agaDo3', anil .
(3) Tho 1088 of useful value for any one ter-

mlnated Feder41 Il.\vll.rd is lImltecl to that
portion of the aoquia.1tlon oost Whloll DBaro
tIle aame ratio to tlla total e.oguisitlon OOBt
II.S the tarmlnll.tetl portion of the Fedel'al
II.wl1ol'dbears to bhe entire t&l'mlnateil :Flldel'lI<l.
award lI.ud other Feilel'lI.l awards fOl' whloh
the BP~oie.1tooliug, speoial maohinery, 01'
equipment WlLllaoqulred. . .
.d. Rental cesbs undel' unexpired Ieaaea M'e

generally nllowable where 0181101'13'shown to
have been l'eaIlODl1.b13'neoesaary COl' the per-
tOl'manoe of the tel'minated Feclel'a1 award
less the l'e51(1uo.1value of such leases, if:
(1) The amount of Buoh l'ont-l\} olaimed dcea

not exceed bbe 1'l\IIS0nable use value of ·the
Pl'Ope1'tJ' leailea for tIle pel'lod i)f tbe :Feaeral
awa.I'd and sucn fnrtllOl' period as may be rea-
aonable, aud
(2) The nj)n-pr~fit ol'ganlzatloll makes 11.11

l'aa.sonabl11 etiorts to termtnate, asstgn, set-
tle, 01' otherwise reduce tbe oost or suoh
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Ieaae, 'l:'here lI)ao mllY be Included the coat of
n.ltel'll.tione of 8uoh Ieased propol'W, pl'ovlded
8uoh o.lterll.tlone Wel'Oneoesse.tw Cor the per-
fOl'mQ.1109or the Federll.l o.wll.l'd, and of rea-
pOlllJ,ble reatol'l\b!on I'equlred b;y the pj'oyj-
alone or the leMe.
e. Sllttlement expensea lnolndlng the fol-

lowing are ll'enel'll.llylI!1owe.blel ,
(1) Aooountlng, le/l'o.l, olerl 00.\ , and elmllo.r

oosta reMonQ.bly neOessary for:
(a) The prepllrl\tlon o.nd preeen ta,tlon to

the a.Wll.rdlng 1lll'enOyor Bettlement elnims
IJ,ndeU))Portlnll' dllte. with respeot to the tBr-
mlnn.ted portion or the Federal a,wa,rd, unless
tIle termlno.tlon ie Cor deCll.ult (ase 1216.61 of
2 ClJ1'Rpl10rt216 (OMBOlroUlll.1'A-ll0»Ill.nd
(b) 'l'he termlnll.tlon IJ,ndsettlement of pnb-

IIwards,
(2) ReMonll.ble cosbs Cor the storlJ,lre, trana-

portll.tion, proteotlon, and dleposltlon ot
property provided by the Federal Govern-
ment or Il,Oqulredor produaod ror the FedorlJ,l
ll.w&'rd,exoept when nMltees or oontrlJ,otofe
Il.re reimbursed for diQPOallls ll.t a, predeter-
mined amount in aocordenoe with §216.32
throl1l!'h 216.37 or 2 OPR pll.rt 216 (OMB Clr- ,
cular A-llO),
(3) Indlreot oosts related to Qa.la.rles and

wageS inonrred M settlement exnenses in
8ubplJ.l'agra.phs 48.e.(1) and (2) of bbla 8.Jlpen-
dlx, NOl.'mll.lIy,suoh Indlreot ooste shlJ,!\ be
limited to fringe beneflta, ooonplJ,noy opat,
lind Irnmediate auperviaton, '

r, Olalms IUlder sub Il.wll.rds, inoludlng the
Il.llooll.ble portion of olll.lms whioh tire com- '
mon to tho Federo.llJ,wl1.rd,IJ,ndto other work
or the non-profit orglJ.l1iza.tlon a,re ll'enerAlly
a,llowable,
An approprla.te 8hll.ro of the non·pro!1t 01'·

ll'll.niz8.tlon's 1ndll'eot expense mn,y be ll.llo-
oll.ted to the amount, or sattlements with sub-
oontra.otora IJ.DcUorsubll'rtll1hes, provided
bhll.t thll amount ll.lloOlJ.tadie otherwIee con-
slstent with the baslo guldellnlls oontll.!ned
In Appendix A. The 1ndireot expense so ll.110·
oe.ted shall exolude thE) aems IJ,nd slmlla,r
oosts olll.lmed dlreotly or Indlreotly as settle.
ment expenaea,
,49. Trainl.nfl' oosts. a. Oosts of p~epl\.ratlon

IJ,ndmlJ,1ntBnll.noeof Il.progrlJ,m of instruotlon
Inoluding but not limited to on-the-deb,
olaasroom, and lJ,)lprentioeshl.;p tral.nll18', de-
signed to Inereasa the vooe.tionll.l effeotive-
ness of employees, inolUding- trlJ,l.nlng mate-
rlll.ls, textbooks, se.larles or wa.ges or trainees
(exoludlng overtime oompensation whloh
might a,rise tberefrom), Il.nd (1) salaries of the
direotor ot tra1n!ng IJ.DdBtn-ffwhen the train-
Ing prOgram Is oonduoted by the orga.n1za-
tlon; or (II) tuition IJ,ndfees when the tra,!n-
In!!, is In an inBtltution not operated by the
orgll.nlzo.tlon, are 1l.1lowll.ble.
b. oosts ot part-time eduoll.tlon, I\t an un-

dergradull.te or post-grll.dua.te oollege level,
Inoludlng that provided I\.t the orglJ,n,ilIll.tion's
own fa.ollttleB, arB allowable only when the
00urS6 or del11'aepursued is r,ellJ,tlv6 to the

PI. 230, App. B

fIeld In which the employee Is now wOl'~lng
01' me.y reasonably be B1'peoted to worlr, and
1l.I'e limlte/l-tol

(1) Training me.terlll.ls.
(2) Textbooks.

'(8) Fees olULrgee by the eduoatdonal Instl tu.
tlon. .
(4) Tuition ohM'gad b;y the ellnontlonl1.1 in-

stitution 01" in lieu of tuition, Instruotors'
sll.laries and tIle related share of Indlreot
oosts or the oduoa.t1onll.1 Institution ~o the
extent bhab tIle sum thereof lil not In elloeee
or tlle tuition whloh would hll.ve been paid to
,the Illl.rtioipatin/l' eduolltionlJ,! Institution.

(6) SallJ,l'les and related oosts of tnatruotol'S
who Me employees or the ol'll'lJ,nilmtlon.

(6) Stralght·time oompensatlon or eaoh
employee Cor time spent /l.ttendlng oll\8ees
during- working hOl1r~ not In /lxoell.8 of 166
hours per yea.r a,nd only to the extent that
oirollmstD.noes do not permit the operation ot
OIIl.SSBS01' attendanoe at olQ.seeaafter rell'111ar
working houra; otherwiue, suoh ccmpensn-
tlon in \1na,lIbwable.
o, Oosta of tuition, leBs, training mlJ,terlll.is,

and textbookll (but not aubstateuoe, salll.ry,
or Il.DY other emolnments) In oonneotton
witb full·tlme eduoa.tlon, 1nolud1ng tha.t pro-
vlde(1 at the orga.nlzatlon'.13 own lll.ollltles, a.t
a Ilost·gradua,te (but not undergl'tldull.te) 001-
lege level, are allowable only when tbo
oourae 01' degree pursued Is related to l>he
field In whloh the employee Is now wOl'klnu
or may rel\8onlJ,bly be expeobad to work, !l.nd
only where the ooete reolilve the prior ap-
proval or tbe a;ward1ng agenoy., Suoh costs
ll.t'e limited tOo the oosto Il.ttrlbutll.blB to IJ,
totp,l period not to elloeed one oohool ;ye!l.I'.ror
eaoh employee IlO trlJ,lned. In unusual oa.ses
the period mll-Ybe extended.
d. Oosts Dr attendanoe ot \1)) to 16 weeks per

employee pel' year at epaollJ,l!sed pl'ograms
epeolfioll-lIy designed to enhanoe the effllo-
tiveness of exeoutfves or mllllll.gere or to pre-
pare emllloyeeB for BUohpositions 1J.l'9a.1I0~-
able. Such oostp inolude enrollment tees,
training mll.terlals, textbookS Il.nd related
Ohll-rge8, employees' salll.rlea, subsistenoe,
lind travel, Oost" allowablb under this Jlllora-
grlJ,ph do not :lnolude thoae for OOul'B6athat
are pa,rt of I\. degree-oriented ourrlculum,
whl.oh a.re allowable only to the extent sot
forth in s\1bparagrll.phS b and o.
e, Malntenano", expense, and normal depre-

olll.tlon or fll.ll' rental, on Ca.olUtlell owned or
laMed by the Orgll.nh!lltlon Cor training pur-
posos lJ.l'eallowable to'the extent set forth In
'pMllgra)jhs 11, 27, and 110oCthl.a Il.ppendl)t.
C. Clontl'lbutlons or dona.tlons to edu-

0ll.tlonl1.1or training institutions, inoluding
the donation of faolUtles 01'other propertie8,
arid BoholllX'ohlp'aor fellowships, are unanow-
able.
g, Tl'a.ining and eduolJ,tlon ooste hi eXOI1SS

of thos~ otherwise lJ,}1owableIUlder Bubpara.
gra.phs 49.b and 0 or tbls appendix nillY be al-
lowed with prior IJ,pprov~1 of the I\.wll.rdlng
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agenoy. To be considered for ap})}'ovlIl, the
ol'gallizablon must demonstrate tbat auon
oosss e.re oonBIBtentl~' lnourl'ed Plll'SUl\.llt to
an establlBhe~ tl'alnlng- and eduoatdon pro-
gl'arn, a.nd thn.t tlle course or degree pursued
is l'elatlve to ths field in which tlle employee
is now wOI'klng or may reasonably be ex-
pooted to Work. '
60. Tl.'aIisportlltlon costa, 'l'mnBportlltlon

costs ino1udo /i'elght, express, olU'tage, and
postage obargee I'e)a.ting- either to goods pur-
Mased, In prooess, 01' delivered. 'l'hsae oosts
M'e allowable, Wllen 'lUoll oosts DIU!1'eadlly
be Identlfled wJtb the items illvolvetl,theY
may be dlreotly oharged as transportation
costs 01' I\dded to the oost of suoh items (see
pllJ.'agraph 28 of t.hls appendix). Where identi-
floation with the matel'ialll reoeind oannot
l'eadUy be mane, transpol'tlltlon costs mll.Ybe
ohM'gea to tbe e.:PPl'oPI'iate indireot oost ao-
oounts tr the organizlI.tlon follows a con-
Blatant, equita.ble pI'ooecl,Ul'ein this respect,'
51. 'l'l'avel ooste,
II. Genal'1I.1,'l'ravlll ooats are the el'pBneBe

iOl' trAllSporMl.tion, lodgillg, subslstenoa, and
related items inourred by employees Who a.ro
in bravel $tatuB on offioillJ. business of the
non-profit orgallizl\tlon, Suoh ooste may be
oharged 'on lUI aotual cost basis, on a pel'
diem 01'mileage bllsle ill lieu of aotual OOBts
inoUl'red, 01' on It oombtnatdon of the two,
Pl'ovided tho method ussd is a:pplieti to IlJIen-
tll'e trip a.nd not to Beleote/l da.ye of the trip,
and reaults ill oharg-es oonetstent with those
norma.ll~' a.])owed 1n like olroumetanoes in
the, non-profit 01'g-allizatlon's non-federally,
sponsored aotivltles,
b, Lodging and eubsfstenoe. Ooste 1ll0urred

P;Vemployees IU!.do111oere tOl' tl'aNal, Inolud-
illg oosts or lodging, othel' subsistenoe, and
l.noidental expenaes, shall be oonsidel'ed raa-

. Bonll.ple MId Il.llowable only to the extent
auoh aosts do not oxpeed ohat'gee normally
allowllll b3' thll non-profit ol'ganizatlon'ill Its
l'egulat' opet'jl.tlons as thll l'ssu)t of the non-
prolit orgau.lzl\tlon's wrltteD t~avel polley,
In the absence of Q.lJIl.ooeptll,ble, Wl'itten non.
PI'ont organization polioy l'egarding tl'8.vpl
ooets, the rates and amounts' eatabJ1Bhed
under subchapter I of Ohapter 67, 'l'Jtle 6,
United States Oode ("'l'ravel alill Subslstenoe
lDxpanSOIl:MlloElg'oAllowQ.lJoes"), 01' by the
Adminletl'll.tor of Genel'a! sel'vioBs, 0)' by tbe
President (or llis 01' her' designee) pursuant
to Q.lJyprOVIsions of BUO)1Bubohl\ptel' shall
apply to tl'l1,velunder IT'ederal awards (48 OJi'R
31,20H6(1l.».
" o, Oommel'Oial ail' travel. (1) Airfare coats
in exoess of the ouatomnry stanclard commer-
018.1 all'Ial'o (conoh 01' equivalent), IT'ellel'al
Govol'nment oonbraob' b.il'fl\re (where author:
illetllllulll.VlIlIable), 01' tlle lowest oommerolaj
dlsoount l1,irIal'sM'Ounaltowable except when
Iluob acoommoeattons would: requtrs otrcnt-
tone l'outIng: require travel dm'iug unreason-
able hOUI'S;eKoossh'e13' Pl'olong tl'lwel: result
in I\dtlltiollal coste tlla.t· WO\\ld offset the

2 CFR Ch. II (1-1-09 Edlllon),
tl'anspol'tatlon saVl»gs: 01' Otr61'aeoommoda-

, tlons not rel\6onal:il~' adequate for the tl'lW-
oler's medical needs. TIle nOD-pl'oilt ol'gllnl-'
~atloll must justl.f;l' and (\ooumElnt these con-
ditlone 011 l\ oaee-by-eaee basiB in order fOl'
tllfl use of !irst-olll.sS ail'fare to be IlJIOWll.blfl
III snoh oases,
(2) Unless a. Pllttsl'n of avolaanoe Is de-

teoted, ,the Fedeta1 Government wlll gell-
Sl'all~' not CjuestlQn a nOll-pl'Ot!t organll!la-
tion's detel'mlnn.tions that onstomary stl\lld-
al'd airiM'e 01' other dlsMUllt all'lal'e is un-
IIvallable iOI' /lpeo1!1o tr1ps if the non-]ll'oflt
organbmtlon oan Ilemonstrllte 01ther of the
following': tha.t BUM airfare WIISnot I\.vall-
Able 'in the speoifio oaae: 01' that it is the
nOll-Pl'olit,orll'anizatloll's overan pl'aotioe to
make routine Use or suoh alI'farll,
d, Ail' travel by othe1' than eommerctal

01\1'1'101'.Costs of brllvel by non-profit orgllnl.
zation-owned. -Ieassrl, 01'-oba.rtered a.il'ol'aft
Inolulle the oost of Jease, ohllrter, operation
(inoluding personnel costs), matnnenance, de-
Pl'eoill.tiou, msuranoe, lInCt, other ralated
costs, 'l'he porMon of lIuoh oosts thllt exceeds
the oost of allowable eommercia; air brl\.vel,
,I\SPl'ovided for in subpa.rllgl'Aph) 0" Is unal-
lowable.
e. Foreign trAvel, Dlreot oharges for fOI'-

elgn t~avel oosts II1'Sallowllble only when the
trllvel 11M reoeived prior apPl'oval of the
Il.WlI1'lI.lnll'l\g-BnOj'.lllaoh separate foreign lidp
musb receive suon approval, F01' purposes or
thls provision, "foreign trave)" inoludes !J,lIY
travel outside Oanada, Meidoo, tIle United
Stl\tes, and any United Sbatos territorills lind
poaaeastons; However, the term "fOl'Bign'
travel" fOr a non-profit ol'gll.nlllation looated
,in a 'foreign oOIUltry meane tI'avel outside
thll.t oountry.
52. T~'ustees, Tl'Il.vel and subalstenee cosba

or trustees (01' I1lreoto1's) are aUowable. 'l'M
oosts aI's flubjeot to raBtl'lotlollS ragll.l'dlnll'
lodging, Bubslstelloe and ail' tI'lwel oosts pro-
vided ill Pal'agraph 51 of this appendix.

Ap.PENPIX a TO PART 2BO-NON-PROF1T
O:RGANIZATIONf:l NOT SU:SJ1!JOT TO
TmsPART

1, Advanoe Teohnolog;j' Insbitute (ATI) ,
Ollal'leston, South Oal'olina

2, Ael'oBPl\ce OOI'.Pol'll.tlon,lDl Segundo, Oali-
fornia ' ,

B, Amsrloan Institutes or Re.lloal'oh (AIR),
'Washington DO

4, Al'g-onne Natlone..l Lllbol'atol':l" Ohioll.go, Il-
linois

5, Atomio Ollsualt~' Commission, WIIBh-
1ngton, DO

G. , Battelle Memorial InBtitnte,
Headqual'tel'etlln Oolumbus, Obio

7, Brookhaveu Nationl\l Laborll.~OI'y, Upton,
NewYOl'k

8, Oharles Sta.l'k Drapel' Ll\borlltol'y, rncor-
pOl'ated, Oambl'idgB, Ma.ssaol1U8lltts
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OMS Circulars and Guidance

P. ONA OorporAtlon (ONAO), Alexnndrll\, VII"
ll'inla

10. Environmental Institute of MlohlS'an,
Ann Arho.'. MlohlS'all

ll. Geol'S'IA Institute of TeohnoJoll'3'/GeOl'Q'la
Teoh Ap»lIod ROsoal'oh OOI')loratlonfGeOl'.
gill Teah ROSBlLI'ob Institute, Atlanta,
Qeorgll\

12, Hl\ntol'd l'ilnvII'Olllnel1tn.! HeAlth Founda..
tlon, nlohlMd, Washington

13, lIT neaolll'oh InaMtute, Ohlollll'o, Dllnols
14. Inutltute or 01\.8 Teohnology, Ohloago, II.
IInols

16. lnstltuta tOI' Defensll Anl\lyslo, Alexan.
drle" Vll'gltJla

16. LMI, MoLea.n, V!rglnill.
17. Mitre Oorporatlon, Bedford, MasBll.ohu.
Botta

18. Mltretek Systems, rno., Falls Ohuroh, '
Virginia

19. Natlonl\J Radlologloll.! Astronomy Observ-
atory, Grb9n BAnk, West Virginia.

20. National Renewable Energy Laboratory,
G'olden, Oolorado

21. Oak Ridge ABBoolAted Universities, Oak
Ridge, TenneoaeB

PI. 230, App. C

22. RlIlld Oorporatlon, SlIn ta. MO)1ioll, OAll-
(ornla

00. Roaell.l'oh '.l'l'la.ngle Institute, Reseal'oh
TI'Ia.llg)e Park, North Oa.rollnll.

ll~. Rlvol'llide Rellea.roh !natl tnta, Now York,
New York .

25. South Oarolina. Researoh Authol,lty
(SORA), OhAl'leaton, South Ollrollnl\

26. Southorn Researoh Instltut~, :ah·.
mlnghAm, Alaba.ma

27. Southwest ReaBllroh Institute. San Anto-
nio, TexaB ,

20. SRr lntel'natlonal, Menlo Park, OnIUOl'.n11l.
29. S:vraou~o'Resoarch Oorporatlon, Syra.
ouse, New YOl'k

80. Universities Research ASBOoia.tlon, rnoor-
porated (Nat!onll! Aooe!era.tlon Ltl-b), AI'-
sonne, nllnols

31. Urban Instltuta, WlIShlnQ'ton DO
82. Non·proflt msnrsnce comnantea, suoh as
Blua OroBBlind Blue Shield OrganiZAtions

38. Other non-profit organlllll.tlono 110 nego-
tiated with a.wardlng a.g~noles

PARTS 231-299 [RESERVED]
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C_ir:dular No;,' A-133 ,
Revi~ed to'show ohanges published in the Federal Regds~ers

,0£ June 27, 2003 and June 26, 2007
AUdits of States, Looal,Governments, and Non~Pro£it Organi~ations

TO THE HEADS OF EXECUTIVE DEPARTMENTS AND ESTABLISHMENTS

1

SUBJECT: Audits of state~, Local Governments, and Non-profit organizations
1. Purpose. This Circular is issued pursuant to the Single Audit Act of
1984" P.L. 98-502, and the single Audit Act Amendments of 1996, P.L. 104-156. ,
It sets forth sta~dards for obtaining consistency' and uniformity among'Federal
agencies for the audit of States, local governments, and non-prof~t
organizations e~ending Federal awards.
2. 'Authority. circular A-133 is issued under the authority of sections
503, 1111, and 7501 et seq. of title 31, united states Code, and Executive
orders 8248 and 11541.
3. Rescission,and Supersession. This circular rescinds circular A-128,
"Audits of State and,Loca:!,Governments, II, issued April 12, 1985, and supersedes
the prior circular A-133, "Audits of Institutions of Higher Education and
other Non-Profit Institutions, II issued April 22, 1996. For effective dates,
s~e paragraph 10.
4. Policy. Except as provided herein, the standards set forth in this
Circular shall be applied by all Federal agencies. If any statute
specifically prescribes policies or specific requirements that differ from the
standards provided herein, the provisions of the subsequent sta~ute shall
govern. I

, 'Federal agencies shall apply the provisions of the sections of 'this
ciroular to non-Federal entities, whether they are recipients expending
Federal awards received directly from Federal awarding agenoies, or aresuhrecipients expending Federal awards received from a pass-through entity (a
recipient or another 'subrecipient) .

This circular does not apply 'to non-U;S. based entities expending
Federal~wards received either d~rectly as a recipient or indirectly as a
'suhrecipient.
5. Definitipns. The definitions of key terms used in this circular are
contained in § .105 in the Attachment to this circular.
6. Required Aotion. The specific requirements and responsibilities of
Federal agencies and non-Federal entities are set forth in the Attachment to
this ciroular. Federal agenciesmaking awards to non-Federal entities, either directly or indirectly, shall
adopt the language in the Circular in codified regulations as provided in
Section, 10 (below), unless different provisions are required by Federal
statute or are approved by the Office of Management and Budget (OMB).
7. OMB Responsibilities. OMB will review Federal agency regulations and
implementation of this circular, and will provide in~erpr~tations of policy
requirements and assistance to ensure uniform, effective and efficient
implementation.
8. Information contact. Further information concerning Circular A-133 may
be obtained by contacting the Financial standards and Repor~in~ Bran~h, Office
of Fe¢leral Finimcial Management, Office of Management and Budget, ,Washington,
DC 20503, telephone (202) 395-3993. -
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,~~ Revi§k!Date. ' rrhis'Cil;cuiarwill have a policy revii:!wthree years f;rom
the date of issuance.
10. Effective Dates. The standards set forth in § .400 of 'the Attachment
to this circular, which apply direotly to Federal agencies, shall be effective
July 1, 1996, and shall apply to.audits of Uscal years'beginning after June
30, 1996, except as otherwise specified in § ,,400(a).

The standards set forth in this circular that Federal agencies shallapply to non~Federal entities shall be adopted by Federal agencies in codified
regulations not later than 60 days after publication of this final revision
in the Federal Register, so that they will apply to audits of fiscal years
beginning after June 30,1996, with the exoeption that §__ .305(b) of the
Attachment applies to audits of fiscal years beginning after June 3D, 1998.
The requirements of Circular A-12B, although the Circular is resoinded, and
the 1990 version of Circular A-l33 remain in effect for audits of fiscal years
beginning on or before June 30, 1996.

The revisions published in the Federal Register June 27, 2003, are
effeotive for fisoal years ending after December 31, 2003, and early
implementation is not permitted with the exception of the definition of
oversight agenoy for audit which is effective July 2B, 2003.

Augustine To Smythe
Acting Director

The revisions published in the Federal Register June 26, 2007, are
effective for fiBcal years ending'on or after December 15, 2006.

Rob Portman
.Director

Attachment
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PAR'l'_ ~-AUPITS OF STATES, LOCAL 'GOVERNMENTS, AND NON-PROFIT
ORGANIZATIONS

Subpart A--Ge~eral
seo.
-'...100
_.105
Subpart
_.200_ ..205
_.210
_.215
_.220
_.225
_.230
_.235
subpart
_.300
_.305

.310
_.315

.320

Purpose.
Definitions.

B--AuditsAudit requirements.
Basis for determining Federal awards expended.
Subrecipient and vendor determinations.
Relation to ot4er audit requirements.
Frequency of audits.
sanctions.
Audit costs.program-specific audits.

C--AuditeesAuditee responsibilities.
Auditor'selection.
Financial statements .
Audit findings foilow-up.
Report submission .

Subpart D--Federal Ag~cies and Pass-T~oUgh Entities
_.400 Responsibilities. '
_.405 Management decision.
Subpart
_.500
_.505
_.510
_.515
_.520
_.525
_.530

E--AuditorsScope'of audit.
. Audit reporting.
.Audit findings.
Audit working papers.
Major program determination.
cr~teria for Federal program risk.
criteria for a low-risk auditee.

3

Appendix Ato Part.__ - Data Collection Form (Form SF-SAC).
Appendix B to Part __ - Circular .11.-133Compliance Supplement.
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::Subpart A~-(*lneral
1 ';100 Purpose.

This part sets forth standards for obtaining consistency and uniformity
among Federal agencies for the audit,of non-Federal entities expending Federal,
awards. '
1_.105 Definitions.

correctiye action means action taken by the auditee that:
(1) Corrects identified deficiencies;
(2) Produces recommended improvements; or
(3) Demonstrateg that audit findings are either invalid or do not

warrant auditee action.
Federal agency has the same meaning as the term agency in Section 551(1)

of title 5, United states Code.
Federal award means Federal financial assistanoe and Federal cost-

reimbursement oontracts that non-Federal entities reoeive direotly from
.Federal awarding agenoies or indirectly from'pass-through entities. It does

4
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nQt.Jn6~ude procurement contracts, under grants or contracts, used to buy
goodspr services from vendors. Any audits of Budh vendors shall be covered
by the terms and conditions of the contract. Contracts to operate Federal
Government owned, contractor operated facilities (GOCOs) are excluded from the
requirements of this part.

Federal awarding agency means the Federal agency that provides an award
directly to the reoipient.

Federal financial assistance means assistanoe that nO;-Federal entities
receive or administe~ in the form of grants, loans, loan guarantees, property
(inc~uding donated surplus property), cooperative agreements, interest
subsidies, insurance, food commodities, direct appropriations, and other
assistance, but does not include amounts received as reimbursement for
services rendered to individuals as described in §__ ,205(b) and §__ .205(:I.)•

..
!
I

·1
I

"

i
!
i
I

Federal program means:
(1) All Federal awards to a non-Federal entity assigned a single,

number in the CFDA.
(2.) When no CFDA number is assigned, all Federal awards' from the same

agency made for the same purpose should be combined and considered one
program.

(3) Notwithstanding paragraphs (1) and (2) of this definition, a
oluster of programs. The types of clusters of programs are:

A 1T ACHMENT ••••••E..:.....
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(i) Research and -development (MD) I

(ii) Student financial aid (SFA); ~d
(iii) "Other qlusters, u as desoribed in the definition of cluster

of programs in this section.
~ means generally accepted government auditing standards issued by

the Co~troller General of the United States, which are applicable to
financial audits.

Generally accepted accounting principles has the meaning speoified in
generally accepted auditing standards issued by the American Institute of
Certified Public Accountants (AICPA).

Indian tribe means any Indian tribe, 'band, nation, Or other organized
group or community, including any Alaskan Native village or regional or
village corporation (as defined in, or established under, the Alaskan Native
Claims settlement Act) that is recognized by the united states as eligible for
the special programs and services provided by the United States to Indians
because of their status as Indians.

Internal controi means a process, effected by an entity's management and
other personnel, designed to provide reasonable assurance regarding the
achievement of objectives in the following categories:

(1) Effectiveness and efficiency of operationsl·
(2) Reliability of financial reporting; and
(3) Compliance with applicabie laws and regulations.
Internal control-pertaining to the compliance requirements for Federal

programs (Internal oontrol over Federal programs) means a process~-effected by

5



an entity"s'o-management ~nd other personnel--desi~ned" to provide feasonable
assurance regarding the achievement of the followin~ objectives for Federal
programs:

(1) Transaotions are properly teootded and aocounted for to:
(i) Permit the preparation of reliable finanoial statements and

Federal reports;
(ii) Maintain accountability over assets; and
(iii) Demonstrate compliance with laws, regulations, and other

compliance requirements;
(21 Transactions are executed in co~pliance with:

(i) Laws, regulations, and the provisions of contracts or grant
agreements that could have a direct and material effect o~ a Federal program;
and

(ii) Any other laws and regulations that are identified in the
compliance supplement; and

(3) Funds, property, and other assets are safeguarded against loss
from unauthorized use or disposition.

~ means a Federal loan or loan guarantee reoeived or administered by
a non-Federal' ent-ity.

Local government means any unit of local government within a State,
inoluding a county, borough, municipality, city, town, township, parish, local
public authority, special district, school district, intrastate district,
council of governments, and any 'other instrumentality of local government.

Major program means a Federal program determined by the auditor to be a
major program in accordanoe with § .520 or a program identified as a major
program by a Federal agency or pass-through entity in accordanoe with
§_.2:L5 (c) •

Management decision means the evaluation by the Federal awarding agency
or pass-through entity of the audit findings and corrective action plan and
the issuanoe of a written decision as to what corrective aption is necessary.

Non-Federal entity means a state, local government, or non-profit
organiza,tion.

Non-profit organization means:
(1) any corporation, trust,' association, cooperative, or other

organization that: 0

(i) Is operated primarily for scientific, educational, service,
charitable, or similar purposes in the public interest;

(ii) Is not organized primarily for profit; and
(iii) Uses its net proceeds to maintain, improve, or eXpand its

operations; and
(2) The term non-profit organization' includes non-profit institutions

of higher education and hospitals.

6
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.\2M!2 means the.Executive Office o:e>\hePresident, office of Management
and Budget.

Oversight agency for audit means the Federal awarding agency that
provides the predominant amount of direct funding to a recipient not assigned
a cognizant agency for audit. ·When there is no direct funding, the Federal
agency with the predominant indirect funding shall ~Bsume the oversight
responsibilities. The duties of the oversight agency for audit are des9ribed
.in §_,400(b).

Effective July 28, 2003, the following is added to this defin:i.t.ion:
A Federal agency with oversight for an auditee may reassign oversight to
another Federal agency which provides substantial funding and agrees to
be the oversight agency for audit . Within 3.0days after any
reassignment, both the old and the new oversight agency for audit shall
notify the auditee, and, if known, the auditor of the reassignment."

, Pass-through entity .means·a non-Federal entity that provides a Federal
award to a sUbrecipient to carty out a Federal progra~. .

Program-specific audit means an audit of one Federal program as provided
for in § .200(o) and § .235.-,-

Questioned· cost means a cost that is questioned by the auditor because
of an audit finding:

(1) Which resulted from a violatibn or possible violation of a
provision of a law, regulation, oontract, grant, cooperative agreement, or
other agreement or document governing the use of Federal funds, including
funds used to match Federal funds; -e .

(2) Where the costs, at the time of the .a~dit, are not supported by
adequate documentation; or

(3) Where the costs incurred appear unreasonable and do not reflect
the actions a prudent person would take in the circumstances.

Recipient means a non-Federal entity that expends Federal awards
received directly from a Federal awarding agency to carry out a Federal
program.

Research and development (R&D) means all research activities,both basic
and applied, and all development activities that are performed by a non-
Federal entity. Research is defined as a systematic study directed toward
fuller scientific knowledge or understanding of the subject studied. The term
research also includes activities involving the training of individuals in
research techniques where such activities utilize the same facilities as other
research and development activities and where such activities are not included
in the instruction function. Development is the systematic use of knowledge
and understanding gained from research directed toward the production of
useful materials, devices, systems, or methods, including design and
development of prototypes and.processes. .

ATIACr.lMENT •••••L .
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Single audit means an audit which includes both the entity's financial
statements and the Federal awards as described in § :500.

State means any state of the United States, the District o~ Columbia,
the Commonwealth of Puerto Rico, the Virgin Islands, Guam, American Samoa, the
Commonwealth of the Northern Mariana Islands, and the Trust Territory of the
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Pacific Islands, any instrumentality thereof, any multi':'state, regional, or
interstate entity which has povernmental function~, and an9 Indian tribe as
defined in .this section.

student Financial Aid (SFA) includes those programs of general student
assistance, such as those authorized by Title IV of the Higher Education Act
of 1965, as amended, (20 U.S.C. 1070 et seg.,. wh.ioh isaclministered by' the
U.S. Department of Eduoation, and similar programs provided by other Federal
agencies. It does not include programs whioh prqvide fellowships or similar
Federal awards to students on a competitive basis, or for specified studies or
research,

Subrecipient means a nDn-Federal entity that expends Federal awards
recei ved from a pass-through entity to carry out a Federal program,. but does
not include an individual that is a beneficiary of such a progr~m, A
sUbrecipient may also be a recipient of other Federal awards directly from a
Federal awarding agenoy, Guidance on distinguishing between a subrecipient
and a vendor is provided in § ,210.

Types of compliance requirements refers to the types of oompliance
requirements listed in the compliance supplement, Examples inolude:
activities allowed or unallowed; allowable costs/cost prin9iples; cash
management; eligibility; matching, level of effort, earmarking; and,
reporting.

VendQr means ~ dealer, distributor, merchant, or other seller providing
goods or services that are required fDr the conduct of a Federal program.
These goods or services may be for an organization's own use or for the use of
beneficiaries of the Federal program. Additional guidance on distinguishing
between a subrecipient and a vendor is provided in § ,210.

Subpart B--Audits
§ .200 Audit requir~ments,

(a) budit reQuired. Non-Federal entities that expend $300;000
($500 1000 for. fisoal years ending after Deoember 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 e~pended is provided in § .205,

(b) Single audit, Non-Federal entities that expend $300,000($500,000
for fisoal years ending after Deoember 31, 2003) or more in a year in Federal
awards shall have a single audit conducted in accordance with § .500 except
when they elect to have a program-specific audit conducted in accordance with
paragraph (0) of this section.

(0) Program-specific audit election. When an auditee expends Federal
awards under only one Federal program (excluding R&D) and the.Federal
program's laws, regulations, or grant agreements do not require a financial
statement audit of the auditee, the auditee may elect to have a program-
specific audit conducted in accordance with § .235. A program-specific
audit may not be eleoted for R&D unless all of the Federal awards expended
were received from the same Federal agency, or the same Federal agency and the
same pass-through entity, and that Federal agency, or pass-through entity in
the qase of a subrecipient, approves in advance a program-speoific audit.

(d) 'Exemption when Federal awards expended are less' than $300,000
($500,000 for :fiscal years ending atter December 31, 2003); Non-Federal

8
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,'entities that expend less ,than $300,000 ($500,OOO for fisoa) year,s ending
after December 31, 2003) a year in Federal awards are exempt from Federal
audit requJrements for that year, except as noted in §~.215(a), but records
must be available for review or audit by appropriate officials of the Federal
agency, pass-through entity, and General Accounting Office (GAO).

(e) Federally Funded Research and Development Centers (FFRDC);
Management of an auditee that owns or operates a FFRPC may elect to treat the
FFRPC as a separate entity for purposes of this part.
§_.205 Basis for determining Federal awards e~pended.

(a) Peterminina Federal awards expended. The determination of when an
award is expended should be based on whep the activity related to the award
occurs. Generally, the activity pertains to events that require the n'on-
Federal entity to comply with laws, regulations, and tqe provisions of
contracts'or grant agr~ements, such as; expenditure/expense transactions
associated with'grants, cost-reimbursement contracts, cooperative agreements,
and direct appropriations; the disbursement of f~nds passed through to ,
subxec~pients; the use of loan proceeds under loan and loan guarantee
programs; the receipt of property; the receipt of surplus property; the

,receipt or use of program income; the distribution or consumption of food
commodities; the disbursement of amounts entitling the non-Federal entity to
an interest subsidy; and, the period when insurance is in force.

(b) Loan and loan guarantees ,(loans). Since the Federal Gov~rnment is
at risk for loans 'until the debt is repaid, the tollowing guidelipes shall be
used to calculate the value of Federal awards expended under loan programs,
except as noted in paragraphs (0) and (d) of this section: .

(1) Value of new loans made or received during the fiscal year;
plus.,

(2) Balance of loans from previous years for which t~e Federal
Government imposes continuing compliance requirements; plus

(3) Any interest subsidy, cash, or administrative cost allowance
received.

ATTACHMENT . Fpelf. •••:~.~•••••••••••
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(e) Loan and loan guarantees (loans) at institutions o~ higher
'educatton. When loans are made t~ students, of an institution of higher
education but the institution does not make the loans, then only the value of
loans made during the yeaxshall be considered Federal awards expended in that
year. The balance of loans for previous years is not included as Federal
awards e~pended because the lender accounts for 'theprior balances.

(d) Prior loan and loan guarantees '(loans). Loans, the proceeds of
which were received and expended in prior-years, are not considered Federal
awards expended und~r this part when the laws, regulations, and the provisions
of contracts or grant agreements pertaining to such loans impose no oontinuing
compliance requirements other than to repay the loans.

, I

(e) Engowment funds. The cumulative balance of Federal awarQ.s for
endowment funds which are federally restricted are considered awards expended
in each'year in which the funds are still restricted.

(f) Free rerrt , Free rent r~6eived by itself is not copsidered a
Federal award expended under this part. However, free rent received as part
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'of an.award to carry out a Federal program shall be included in determining
Federal awards' expended and subj ect to audit under this part.

(g) valuing non-cash assistance. Federal non-cash assistance, such as
free rent, food stamps, food commodities, donated property, or donated surplus
property, shall be valued at fair market value at the time of receipt or the
assessed value provided by the Federal agency.

(h) Medicare. Medicare payments to a.non-Fe~eral entity for providing
patient care services to Medicare eligible individuals are not considered
Federal awards expended under this part.

(i) Medicaid. Medicaid payments to a subrecipient for providing
patient care services to Medicaid eligible ~ndividuals are not considered
Federal awards expended under this part unless a State requires the funds to
pe treated as Federal awards expended because reimbursement is on a oost-
reimbursement basis.

(j) Certain loans provided by the National Credit Union
Administration. For purposes of this part, loans made from the National
Credi~ Onion Share Insurance Fund and th~ Central Liquidity Facility that are
funded by contributions from insured institutions are not considered Federal
awards expended.
(;_.210 Subreoipient and vendor determinations,

(a) General. An auditee may be a recipient, a subrecipient, and a
vendor. Federal awards expended as a recipient or a subrecipient would be
subject to audit under this part. The payments received for goods pr services
provided as a vendor would not pe considered Federal awards. The guidance in
paragraphs (b) and (0) of this section shOUld be considered in determining
whet~er payments constitute a Federal award or a payment for goods and t

servJ.ces.

(b) Federal award. Characteristios indicative of a Federal award
received by a sUbrecipient are when the organization:

(1) Determines who is eligible to receive what Federal financial
assistance;

(2) Has its performance measured against whether the objectives
of the Federal program are met;

(3) Has responsibility for programmatio deoision making;
(4) Has responsibility for adherence to applicable Federal

program compliance requirements; and
(5) Uses the Federal funds to carry out a program of the

organization as oompared to providing goods or services for a program of the
pass-through entity.

(1) Provides the goods and services within normal business'

(c) Payment for goods and services. Characteristics indicative of a
payment for goods and services received by a vendor' are when the organization:

opexat.Lons I
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'(2.) Provides similar 990ds or services, to many different
purchasers;

(3) operates in a,competitive environment;
(4) Provides goods or services that are ancillary to the

operation of the Federal program; and
(5) Is not subject to complianoe requirements of the Federal

program.
(d) Use of iudgment in making determination. There may be,un~sual

circumstances or exoeptions to the listed characteristios. In making' the
determination of whether a subrecipient or vendor relationship exists, the
substance.of the relationship is more important than the form of the
agreement. It is not expected that all of the characteristics will be present
and judgment should be used in determining whether an entity is a subrecipient
or vendor.

(e) For-profit subrecipient., ,since this part does not apply'to for-
profit subrecipients, the' pass-through entity is responsible for estabiishing
requirements, asneoessary, to ensure complianqe by for-profit subrecipients.
The contract with the for-profit subrecipient should desoribe'applioable
compliance requirements and the for-profit subrecipient's compliance
responsibility. Methods to ensure compliance for,Federal awards made to for~
profit subrecipients may include pre-award audits, monitoring during the
contracti and post-award audits.

(f) Compliance/responsibility for vendors. 1n most cases, the
auditee's compliance responsibility for vendors is only to ensure that,the
procurement, receipt, and payment for goods and services comply with laws,
'regulations, and the proyisions of contracts or grant agreements,_ Program
complianoe requirements normally do not,pass through to vendors. However, the
auditee is responsible for ensuring compliance for vendor transactions which
are structured such that the vendor is respons:i.bie for program oompliance or
the vendor's records must be revieweq to determine program compliance. Also,
when these vendor transactions relate to a major program, the scope of the
audit shall include determining whether these transactions are in 90mpliance
with laws, regulations, and the provisions of cont:racts or grant agreements.

Relation to other audit requirements.
(a) Audit under this part in lieu of other audits. An audit made in

accordance with this part shall be in 'lieu of any finanoial audit required
under individual Federal awards. To the extent this audit meets a Federal
agency's needs, it shall rely upon and use such audits. The provisions of
this part neither limit the authority of Federal agencies, inoluding'their
Inspectors General, or GAO to conduct or arrange for additional audits (e.g.,
financial audits, performance audits, evaluations, inspections, or reviews)
nor authorize any auditee to constrain Federal agencies fro~ carrying out
additional audits. Any additional audits shall be planned and performed in
such a way as to build upon work performed by other auqitors.

A11ACHMENT ••.•...1: .
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(b) Federal agency to pay for additional audits. A Federal ~gency
,that conducts qr contracts for additional audits shall, oonsistent with other
applicable laws and r~gu~ations, arrange for funding the full cost of such
additional audits.
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(0) Request for a proqram to be audited as a major program. A Federal
agency may request an auditee to have a particular Feperal program audited as
a major program in lieu of the Federal agency conducting or arranging for the
additional audits. To allow for:planning, such requests should be made at
least 180 days prior to the end of the fiscal year to be audited. The
audd t ee , ,after consultation with its auditor, should promptly respond to such
request by informing the Federal agency~hether the program would otherwise be
audited as a major program using the risk-based audit approach described in
§ .520 and, if not, the estimated incremental cost. The Fed~ral agency
shall then promptly confirm to the auditee whether it wants the program
audited as a major program. If the program is to be audited as a major
program based upon this Federal agency request, and the Federal agency agrees
to pay the full incremental costs, then the auditee shall have the program
audited as a major program. A pass-through entity may use the provisions of
this paragraph for a subrecipient.

§_.220 Frequenoy of audits.
Except for the provisions for biennial audits provided in.paragraphs (a)

and (b) of this section, audits ~equired by this part shall be performed
annually. Any biennial audit shall cover both years within the biennial
period.

(a) A State.or local government that is required by constitution or
statute, in effect on January 1,> 1987, to undergo its audits less frequently
than annually, is permitted to undergo its audits pursuant to this part
biennially. This requirement must still be in effect for the biennial period
under audit.

(b) Any non-profit organization'that had biennial audits for all
biennial periods ending between July 1, 1992, and January 1, 1995, is
permitted to undergo its audits pursuant.to this part biennially.

§_.225 Sanotions.

No audit costs may be oharged to Federal awards when audits required by
this part have not been made or have been made but not in accordance with this
part. In cases ,of continued inability or unwillingness to have an audit
conducted in accordance with this part, Federal agencies and pass-through
entities shall take appropriate action using sanctions such aSI '

(a) Withholding a percentage of Federal awards until the audit is
oompleted satisfactorily;

(b) Withholding or disallowing overhead costS}
(c) Suspending Federal awards until the' audit is conducted; or

(dl Terminating the Federal award.

§_.230 Audit oosts.

(a) Allowable costs. Unless prohibited by law, the cost of audits
made in accordance with the provisions of this part are allowable charges to
Federal awards.' The charges maybe considered a direct cost or an allocated
indirect cost, as determined in accordance with the provisions of applicable
O~B cost principles circulars, the Federal Aoquisition'Regulation (FAR) (48
eFR parts 30 and 31), or other applicable cost principles or regulations.
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(b) 'unallowable costs. A non"':Federalentity shall not 'charge the
following to a Federal award:

(1) The cost of any audit under the single Audit Act Amendments
of 1'996 (~l U.S,C, 7501 et seg.) not conducted in accordance with this part.

(2) The cost of auditing a non-Federal entity which has Federal
awards expended of less than $300,OOQ ($500,000 for fisoal years ending after
December 31, 2003) per year and is thereby exempted under § .2oo(d) from
having an audit conpucted under this part. However, this does not prohibit a
pass-through entity from charging Federal awards for the cost of limited scope
audits to monitor its subrecipients in accordance with § .400(d) (3),
provjded the subrecipient does not have a single audit. ~r purposes of this
part, limited scope audits only inolude agre~d-upon procedures engagements
conducted in accordance with either the AICPA'S generally accepted auditing
sta~dards or attestation standards, that are paid for and arranged by a pass-
through entity,and address only one or more of the following types of
compliance requirements: .activities allowed or unallowed; allowable
costs/cost principles; eligibility; matohing, level of effort, earmarking;
and, reporting.
§_.23S Program-specifio audits.

(a) program-specific audit guide available. In many cases, a program-
specific &udit guide will be available to provide specific guidance to the
auditor with respect to internal control, compliance requirements, suggested
audit procedures, and audit reporting requirements. The auditor should .
oontact the Office of Inspeotor General of the Federal agenoy to determine
whether such a guide is available. When a ourrent program-specifioaudit
guide is available, the auditor ahall follow GAGAS and the guide ,when
performing a program-specific audit.

(b) 'Program~specific audit guide not available. (1) When a program-
specific audit guide is not available, the auditee and auditor shall have
basically the same responsibilities for the Federal program as they would have
for'an audit of a major progr~m in a ~ingle audit.

(2) The auditee shall prepare the financial statement(s) for the
Federal program that includes, at a minimum" a schedule of expenditures of
Federal awards for the program and notes that describe the significant
aooounting polioies used in preparing the schedule, a summary sohedule of
prior audit findings consistent with the requirements of § :315(b), and a
corrective action plan consistent with the requirements of § ,315 (0).

(3). The auditor shall:
(i) Perform an audit of the financial statement(s) for the

Federal program in accordance with GAGAS;
(ii) Obtain an understanding of internal control and

perfor~ tests of internal oontrol over the Federal program oonsistent with the
requirements of § ' 500 (0) for a major program,

(iii) Perform prooedures to determine whether the auditee
has compli~d with laws, re9,ulations, and the provisions of contr~cts or 'grant
agreements that could have 'a direct and matetial effect on the Federal pr'ogram
consistent with the requirements of § ,500(d) for a major program; and
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(iv) Follow up on prior audit findings, perform procedures
to assess the reasonableness of the summary schedule of prior audit .findings
·prepared by the auditee; and report, as a current year audit finding, when the
auditor concludes that the summary schedule of prior audit findings materially
misrepresents the status of any prior audit finding in accordance with the
requirements of § ~500(e) ..

'(4) The auditor's report(s) may be in the form of either
combined or separate reports' and may be organized differently from the manner
presented in this section. The auditor's report(s) shall state that the audit
was conducted in accordance with this part and include the following:

(i) An opinion (or disclaimer of opinion) as to whether
the financial statement(s) of the Federal program is presented fairly in all
material respects in conformity with the stated accounting policies;

(ii) A report on internal control related to the F'ederal
program, which shall describe the scope of testing of internal control and the
results of the tests;

(iii) A report on compliance which includes an opinion (or
disclaimer of opinion) as to whether the auditee complied with laws,
regulations, and the provisions of co~tracts or grant agreements which could
have a direct and material effect on the Federal program; and

(iv) A schedule of findings and questioned costs for the
Federal program that includes a su~ary of the auditor's results relative to
the Federal program in a format consistent with § .505(d) (1) and findings
and questioned costs consistent with the requirements of § .505(d) (3) .

(c) Report submission for program-specific audits.
(1) The audit shall be completed and the reporting' required by paragraph
(0) (2) or (0) (3) of this section submitted within the earlier of 30 days after
receipt of the auditor's report(s), or nine months after the end of the audit
period, unless a longer period is agreed to in advance by the Federal agency
that provided the funding 'or a different period is specified in a program-
specific audit guide. (However, for fiscal years beginning on or before June
30, 1998, the audit shall be completed and the required reporting shall be
submitted within the earlier of 30 days after receipt of the auditor1s
report(s), or 13 months after the end of the audit period, unless a different
period is specified Ln a program-speCific audit guide.) Unless restricted by
law or regulation, the 'auditee shall make report oopies available for public
inspection.

(2) When a program-specific audit guide is available, the
auditee shall submit to the Federal clearinghouse designated by OMB the data
collection form prepared in accordance with § .~20(b), as applicable to a
program-specific audit, and the reporting required by the program-specific
audit guide to be retained as an archival copy. Also, the auditee shall
submit to the Federal awarding agency or pass-through entity the reporting
required by the program-specific audit guide.

(3) When a program-specific audit guide is not available, the
reporting paokage for a program-specific audit shall consist of the financial
statement (a) 9f the Federal program, a summary schedule of prior audit
findings, and a oorrective action plan as described in paragJ:aph (1:»(2) of
this section, and the auditor's report (e) described in paragraph (1:» (4) of
this section. The data oolleotion form prepared in accordance with
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. § .320(b), as applicable 'to a program-specif~c audit, and one copy of this
reporting package shall be submitted to the Federal c~earinghouse designated
by OMB to be retained as an archival ooPY' Also, when the schedule of
findings and question~d costs disclosed audit findings o~ the summary schedule
of prior audit findings repotted the status of any audit findings, the auditee
shall submit one copy of the reporting package to the Federal clearinghouse on
behalf of the Federal awarding agency, or directly to the pass-through entity
in the case of a subrecipient. Instead of sUbmitting the reporting package to
the pass-through entity, when a sUbrecipient is not required to submit a .
reporting package to the pass-through entity, the subrecipient shall provide
written notification to the pass-through entity, ponsistent with the
requirements of § .320(e)(2). A subrecipient may submit a copy of the
reporting package.to the pass-through entity to oomply with this notification
requirement. '

(d) other sections of this part may apply. PJ;'ogram-specificaudits.
are subject to §_.100 through §__ ,215 (b), ·§~.220 through §__ .230,
s ,300 through e ,305, § .315, § .320(£) through § ,320(j), § .400
through § .405, ~ .510 thrOugh § -:515, and other referenced provisions
of this part unless-OOntrary to the provisions of this section, a program-
specific audit guide, or program laws and regulations.

(a) Identify, in its aocounts, all Federal awards received
expended and the Federal programs under which they were received.
program and award identification shall include, as applicable, the
and number, award number and year, name of the Federal agency, and
pass-through entity.

(b) Maintain internal control over Federal programs that provides
reasonable assurance that the auditee is managing
Federal awards in compliance with laws, regulations, and the provisions of
contracts or grant agreements that could have a material effect on each of its
Federal programs.

and
Federal
CFDA title
name of the

Subpart C--Auditees
§__ ,300 Auditee responsibilities.
The auditee shall:

(0) Comp+y with laws, regulations, and the prov~s~ons of contracts or
grant agreement~ related to each of its Federal programs.

(d) Prepare appropriate financial statements, including the schedule
of expenditures of Federal awards in accordance with·§__·_,310.

(e) EnSure that the audits required by this part are properly
performed and submitted when.due. When extensions to the report submission
due date required by § ,32D(a) are granted by the cognizant or oversight
agency for audit, promptly notify the Federal clearinghouse designated by OMB
and each pass~through entity providing Federal awards of the extension.

(f) FolloW up and take corrective action on audit findings, including
preparation of a summary schedule of prior audit findings and a corrective
act;\.onplan in accordanoe with §__ .315(b) and §__ ,315 (c), respectively,

§_,305 Auditor selection,
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(a) Auditor procurement. In procuring audit ser~~ces, auditees shall
follow the procurement standardS p~escribed by the Grants Management Common'
Rule (hereinafter refe'rrad to as the "A-102 Common Rule") published March 11,
1988 and amended April 19, 1995 [insert appropriate eFR oitation], Ciroular
A-110, "Uniform Administrative Requirements for Grants and Agreements with
Institutions of Higher Education, Hospitals and Other Non-Profit
Organizations," or the ·FAR (48 CFR part 42), as applioable 10MB Ciroulars are
available from the Office of Administration, Publications Office, room 2200,
New Executive Office'Building, Washington, DC 20503). Whene~er possible, .
auditees shall make positi~e efforts to utilize small businesses, minority-
owned firms, and women's business enterprises, in procuring audit ser~ices as
stated in the A-102 Common Rule, OMB Circular A-llO, or the FAR (48 CFR part
42), as applicable. In requesting proposals for audit services, the
objectives and scope of the audit should be made clear. Factors to be
considered in evaluating each proposal for audit ser~ices include the
responsiveness to the request for proposal, relevant experience, availability
of staff with professional qualifications and technical abilities, the results
of external quality oontrol reviews, and price.

(b) Restriotion on auditor preparing indirect cost proposals. An
auditor who prepares the indirect cost proposal or cost allocation plan may
not also be seleoted to perform the audit required by this part when the
indirect costs reco~ered by the auditee during the prior year exceeded $1
million. This restriction applies to the base year used in the preparation of
the indirect cost proposal or cost allocation plan and any subsequent years in
whioh the resulting indireot cost agreement ,or cost allocation plan is used to
reco~er oosts. To minimize any disruption in existing contraots for audit
se~ices, this paragraph applies to audits of fiscal years beginning after
June 30, 1998.

(c) Use of Federal auditors. Federal auditors may perform all or part
of the work required under this part if they ·oomply fully with the
requirements of this part.
§_.310 Financial statements.

la) Financial statements. The auditee shall prepare financial
statements that reflect its financial position, results of operations or
changes in net assets, and, where appropriate, oash flows for the fiscal year
aud~ted. The financial statements shall be for the same organizational unit
and fiscal year that is chosen to meet the requireme~ts of this part.
Howe~er, organization-wide financial.statements may also inolude departments,
agencies, and other organizational units that ha~e separate audits in
accordance w~th N .SOO(a) and prepare separate financial stat~erits.

(b) Schedule of expenditures of Federal awards. The auditee shall
also prepare a schedule of expenditures of Federal awards for the period
covered by the auditee's'financial statements. While not required, the
auditee may choose to pro~ide information requested by· Federal awarding
agencies and pass-through entities to make the schedule easier to use. For
example, when a Federal program has multiple award years, the auditee may list
the amount of Federal awards expended for each award year separately. At a
minimum, the sohedule shall:

,(1) List individual Federal programs by Federal agency. For
Federal programs inoluded in a cluster of programs, list individual Federal
Programs within a clu~ter of programs. For R&D, total Federal awards e~ended
shall be shown either by indi~idual award or by Federal agency and major
subdivision within the Federal agency. For example, the National Institutes
of Health is a major subdi~ision in the Department of Health and Human
Ser~ices.
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§_,3:i.S Audit findings follow-up,

·~·I
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(2) For Fed~ral awards received as a subrecipient, the name of
the pass-through entity and identifying number assigned by the pass-through
entity shall be included.

(3) provide total Federal awards expended' for each individual
Federal program and the CFDA number or other identifying number when the CFDA
information is not ava~lable. .

(4) Include notes that describe the significant accounting
policies used in preparing the sc~edule.

(5) To the extent practical, pass-through entities should
identify in the schedule the tpt~l amount provided to subrecipients from each
Federal program. .

(6) Include, in either the schedule or a note to the schedule,
the value of the Federal awards expended in the form of non-cash assistance,
the amount of insurance in effect during the year, and loans or loanguarantees outstanding at year end, While not required, it is preferable to
present this information in the schedule.

(a) General .. The auditee is responsible for follow-up and corrective
action on all audit findings. ~s part of this responsibility, the auditee
shall prepare a summary schedule of prior audit findings. The auditee shall
also prepare a corrective action plan for current year audit findings. The
summary schedule of pr~or audit findings and the corrective action plan shall
include the ref~rence numbers the auditor assigns to audit findings under
fi_, 510 (0), since the summary schedule may include audit fil1dings from
multiple years, it shall include the fiscal year in which the finding
initially ocourred ..

(b) Summary schedule of prior audit findings. The summary schedule of
prior audit findings shall report the status of all audit'findings included in
the prior audit's schedule of findings and qqestioned costs relative to
Federal awards. The summary schedule shall also include audit findings
reported in the prior audit's 'summary schedule of prior audit findings except
audit findings listea as corrected in accordance with paragraph (b)(1) of this
section, or no longer valid or not warranting further action in accordance
with p~ragrapb (b)(4) of this section.

(1) When audit findings were fully corrected, the summary
schedule need only list the audit findings and state that corrective action'
was taken.

. . .....- f-"
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(2) When audit findings were not corrected or were only
partially corrected, the summary schedule sharl describe the planned
corrective action as well as any partial corrective action taken.

(3) When corrective action taken is significantly different from
corrective action previously reported in a corrective action plan or in the
Federal agen~y's or pass-through entity's management decision, the ~ummary
schedule shall provide an explanation.

(4) When the·auditee believes the audit findings are no longer
valid or do not warrant further action, the reasons for this position shall be
desoribed in the summary schedule. A valid reason for considering an audit
finding as not warranting further action is that all of the following have
occurred:

(il Two years have passed since the audit report in which
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the finding occurred was 'submitted to the Feder~l clearinghouse;
(ii) The Federal agency or pass~through' entity is not

currently following up with the auditee OP the audit finding; ,and
(iii) A management decision was not issued.

(c) Corrective action plan. At the completion of the audit, the
auditee shall prepare a corrective action plan to address each audit finding
included in the current year auditor's reports. The corrective action planshall provide ,the name(s) of the qontaot person(s) responsible for corrective
action, the corrective action planned, and the anticipated completion date.
If the auditee does not agree with the audit findings or believes corrective
action is not requi~ed, then the corrective aotion plan shall include an
explanation and specific reasons.
§ .320 ',aeport submission.

(a) General. The audit shall be oompleted and the data collection
form described in paragraph (b) of this section and reporting paokage
described in paragraph (0) of this section shall be submitted within the
earlier of 30 days after receipt of the auditor's report(s), or nine months
after the ~nd of the audit period, unless a longer period is agreed to in
advance by the cognizant or oversight agency for audit. (However, for fiscal
years beginning on or before June 3D, 1998, the audit shall be completed and
the data collection form and reporting paokage shall be submitted within the
earlier of 30'days after receipt of the auditor's report(s), or 13 months
after the end of the aUdit period.) Unless restricted by law or regulation,
the auditee shall make copies available for public inspection.

(b) Data Collection. (1) The auditee shall submit a data oolleotion
form which states whether the audit was completed in accordance with this part
and provides information about the auditee, its Federal programs, and the
results of the audit. The form shall be approved by OMS, available from theFederal clearinghouse ~esignated by OMB, and include data elements similar to
those presented in this paragraph. A sen~or level representative of the
auditee (e.g., State controller, director of finance, ohief executive officer,
or chief financial officer) shall sign a statement to be included as part of
the form certifying that: the'auditee complied with the requirements of this
part, the form was prepared in accordance with this part (and the instruotions
accompanying the form), and the information included in the form, in its
entirety, are accurate and oomplete.

(2) The data collection form shall include the following data
elemen!:s:
(i) The type of report the auditor issued on the financial statements of

the auditee (i:e., unqualified opinion, qualified opinion, adverse
opinion, or disclaimer of opinion).

(ii) Where applicable, a statement that significant deficiencies in internal
control were disclosed by the audit of the financial statements and
whether any such conditions were material weaknesses.
A statement'as to whether the audit disclosed, any noncompliance which
is material to the financial statements of the auditee.
Where applioable, a statement that significant deficiencies in internal
,control over major programs were disclosed by the audit and whether
any such conditions were material weaknesses.
The type of report the auditor issued on compliance for major

(iii)

(iv)

(v )
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The name of the cognizant or oversight agency for audit determined in
acc9rdance with.§ .400(a1 and § ,400(b), respectively.

(3) Using the information included in the reporting package
described in paragraph (c) of this section, the auditor shall complete the
applicable sections of the form. The auditor shall sign a statement to be
included as part of the data collection form that indicates, at a minimum, the
source of the information included in the form, the auditor's responsibility
fo~ the information, that t~e form is nota substitute for the reporting
pac~age described ih.para~raph (c) of this section, and that the oontentof

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

(vi)

(vii)

(viii)

(Lx)

(x)

(xi)

(xl L)

(xd Id )

(xiv)

(xv)

(xvi)

prpgrams (i.e., unqualified opinion, qualified opinion, adverse
opinion, or disclaimer'of opinion),

,A list of the Federal awarding agencies which ~ill receive a copy of
the reporting package pursuant to § .• 320(d)(2) of ONE circular
1\-133.
A yes or no statement as to whether the auQitee qualified 'as a ~ow-
risk auditee under § .530 of OMS Circular A-133.
The dollar threshold used to distinguish between ~e A and Type B
programs'as defined in §_· __ ,520(b) of DMB Circular ~-133.
The Cataloqof Federal Domestic Assistance (CFDA) number for each
Federal program, as. applicable.
Th~ name of each Federal program and identification of each major
program. Individual programs within a cluster of programs should be
listed in the same level of detail as they are listed in the schedule
of expenditures of Federal awards.' .
The amount of expenditures in the schedule of expenditures of Federal
awards associated with each Federal program.
For each Federal program, a yes or no statement as to whether there
are audit findings· in each of the following types of compliance
requi7ements and the total amount of any questioned costs:
(A) Activities allowed or unallowed.
(B) Allowable costs/cost principles.
(C) Cash management.
(D) Davis-Bacon Act.
(E) Eligibility.
(F) .Equipment and real property management,
.(G) Matching, level·of· effort, earmarking.
(H) Period of availability of Federal funds.
(I) Procurement and suspension and debarment.
(J) Program income. .
(K) Real property acquisition and relocation assistance.
(L) Reporting.
(M) Subrecipient monitoring.
(N) Special tests and provisions.
Auditee Name, Employer Identification Number(s), Name and Title of
Certifying Official, Telephone Number, Signature, and Date.
Auditor Name, Name and Title of Contact Person" Auditor Address,
Auditor Telephone Number, Signature, ,and Date, .
Whether the auditee has either a cognizant or oversight agency for
audit,
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the form is limited to the data elements prescribed by OMB.
,!c) , Reporting package. The reporting package sha.ll include the:

(1) Financial statements and schedule of expenditures of
Federal awards discussed in 6 '.310(a) and § .310(b) , respectively;

(2)
§~.315(h) ;

Summary schedule of prior audit findings discussed in

(3 )

(4)

Auditor's report (a) discussed in § .505; and
Corrective action plan discussed in 6 .315(0).

ld) Submission to clearinghouse. All auditees shall submit to the Federal
clearinghouse deSignated by OMB a single copy of the data collection form
described in paragraph (b) of this section and the reporting package described
in paragraph (0) of this section.

(e) Additional submission by subrecipients. (1) In addition to the
requirements discussed in paragraph (d) of this section, auditees that are
also subrecipients shall submit to each pass-through entity one copy of the
reporting package described in paragraph (e) of this section for each pass-
through entity when the scheduie of findings and questioned costs disclosed
'audit findings relating to Federal awards that the pass-through entity
provided or the summary schedule of prior audit findings reported the status
of any audit findings relating to Federal awards that the pass-through entity
provided. '

(2) Instead of submitting the reporting package to a pass-
through entity, when a subrecipient is not required to submit a reporting
paokage to a pass-through entity pursuant to parag~aph(e) (1) of this seotion,
the subreoipient shall provide writt~n notification to the pass~through entity
that: an audit of the subrecipient was conducted in acoordance with this part
(including the period covered by the audit and the name, amount, and eFDA
number of the Federal award(s) provided by the,pass-through entity); the
schedule of findings and questioned costs disclosed no audit findings relating
to the Federal award(s) that the pass-through entity provided; and, the
summary schedule of prior audit findings did not report on the status of any
audit findings relating to the Federal award(s) that the pass-through entity
provided,' A subrecipient may sUPmit a copy of the reporting package described
in paragraph (e) of this section to a pass-through entity to comply with this
notification requirement.

(f) Requests for report copies. In response to requests by a Federal
agency or pass-through entity, auditees shall submit the appropriate copies ,of
the reporting package described in paragraph (0) of this section and, if
requested, a copy of any management letters issued by the ~uditor.

(g) Report retention requirements, Auditees 'shall keep one copy of
the data collection form described in paragraph (h) of this section and' one
copy of the reporting package described in paragraph (0) of this seotion on
file for three years from the date of submission to the Federal clearinghouse
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designa~ed by OMB. Pass-through entities shall keep subrecipients'
submissions on file for three years from date of reoeipt.

. (h) Clearinghouse responsibilities. The Federal clearinghouse
designated by OMB shall distribute the reporting paokages reoeived in
accordance with paragraph (d)(2) of this section and § ,235(c)(3) to
applicable Federal awarding agencies, maintain a.data base of completed
audits, provide appropriate information to Federal agencies, and follow up
with known auditees which have not submitted the required data collection
forms and reporting packages.
, (i) glearinghouse address. The address of the Federal clearinghouse
currently designated by OMB is Federal Audit Clearinghouse, Bureau of the
Census, 1201 E. 10th street, Jeffersonville, IN 47132.

(J) Electronic filing. Nothing in this partahall preclude ele~tronic
submissions to the Federal clearinghouse in suoh manner asrnaybe approved by
OMB. With OMS approval, the Federal clearinghouse may pilot test methods of
electronic submissions.

AIT ACHMENT ,.~... f:.: •.••..••
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subpart D~-Federal Agencies and Pass-~hroughEntities
6 ,400 Responsibilities.

(a) cognizant agency for audit responsibilities, Recipients expending
more than $25 million ($50 million for 'fiscal years 'ending after December 31,
2003) a year in Federal awards shall have a cognizant agency for audit. The
designated cognizant agency for audit shall,be the Federal awarding agency
that provides' the predominant amount of direct funding to a recipient unless
OMB makes a specific cognizant agency for audit assighment.
Following is effective for fiscal years ending on or before December 31, 2003:
To provide for continuity of cognizance, 'the determination of the predominant
amount of direct fuqding shall be based upon direot Federal awards expended in
the recipient's fisoal years ending in 1995, 2000, 2005, and every fifth year
thereafter. For example, audit cognizano~ for periods ending in 1997 through
2000 will,be determined based 'on Federal awards expended in 1995. (However,
for st.at.esand local 'governments,that expend more than $25 miilion a year in
Federal awards. and have previously assigned cognizant agencies for a~dit, the
reqUirements of this paragraph are not effeotive ~til'fiscal years beginning
after June 30, 2000.)

Foll9Wing is effeotive for fiscal years ending after December31, 2003:
The determination of the predominant amount of direct .funding shall be'based
upon direct Federal awards expended in the recipient's fiscal years ending in
2004, 2009, 2014, and every fifth year thereafter. For example, audit .
cognizance for periods ending in ~006 through 2010 will be determined based on
Federal awards expended in 2004. (However, for 2001 through 200S,the
cognizant agency for audit is determined based on the predominant amount of
direct Federal awards expended in the,recipient's fiscal year ending in 2000).
Notwithstanding the manner in Which audit cognizance is determined, a Federal
awarding agency with, oognizance for ~n audi~ee may reassign cognizance to
another Federal awarding agency which provide$ substantial, direct funding and
agrees to be the cognizant agency for audit. Within 30 days after any
reassignment, both the old and the new cognizant agency for audit shall notify
the auditee, and, if known, the auditor of the reassignment. The cognizant
agency for audit shall:

(1) Provide technical audit advice and liaison to auditees and
auditors.

(2) Consider auditee requests for exten~ions. to the report
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submission due'date ~equired by § , 320 (a). The cognizant agency for audit
may grant extensions for good cause. .

. ,'.':'

(3) Obtain or conduct quality control reviews of selected
audits made by non-Federal auditors, and provide the results, when
appropriate, to other interested organizations,

(4) Promptly inform other affected Federal agencies and
appropriate Federal law enforcement officials of any direct reporting by the
auditee or its auditor of irregularities or illegal acts, as required by GAGASor laws and regulations. . .

(5) Advise the auditor and,'where appropriate, the auditee of
any deficiencies found in the audits when the deficiencies require oorrective
action by the auditor. When advised of deficienoies, the auditee shall work
with the auditor to take·oorrective action. If corrective action is not
taken, the cognizant agency for audit shall notify the auditor, the auditee,
and applicable Federal awarding agencies and pass-through entities of th~
facts and make recommendations for follow-up action. Major inadequacies or
repetitive substandard performance by auditors shall be referred to
appropriate state licensing agencies and professional bodies for disciplinaryaction.

(6) coordinate, to the extent practical, audits or re~iews
made by or for Federal agencies that are in addition to the audits rnade
pursuant to this part, so that the additional audits o~ reviews build upon
audits performed in accordanc~ with this part.

(7) Coordinate a rnanagement decision for audit findings that
affect the Federal programs of more than one agency ..

(8) Coordinate the audit work and reporting responsibilities
among auditors to achieve the most cost-effeptive audit.

(9) For biennial audits permitted under § , 220, consider
auditee requests to qualify as a low-risk auditee under § ,530(a).

(b) .Qyersight agency for audit responsibilities. An auditee which
does not have a designated cognizant agency for au~it will be under the
general oversight of the Federal agency determined in accordance with
§ .105. The oversight agency for audit:

(1) Shall provide technical advioe to auditees and auditors asrequested.
(2) May assume all or sorneof the responsibilities normallyperformed by a cogni~ant agency for audit.

(e) Federal awarding agency responsibilities. The Federal awarding
agency shall perform the following for the Federal awards it makes:

(1) Identify Federal awards made by inrorming each recipientof the CFDA title and number, award name and number, award year, and if the
award is for R&D. When some of this information is not available, the Federal
agency shall provide information necessary to clearly describe the Federa1award.

(2) Advise recipients of requirements imposed on them by
Federal laws, regulations, and the provisions of contraots or grantagreements.

(3) Ensure that audits are completed and reports are received
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in a timely manner and in acoordanoe with the requirements of this part .
.,{",'

(4) Provide technical advice and oounsel to auditees and
auditors as requested.

(5) Issue a management decision on audit findings within six
months after receipt of the audit report and ensure that the recipient takes
appropriate and timely corrective action.

(6) Assign a person respolilsible for providing annual updates
of the compliance supplement to OMB. '

(d) Pass-through entity responsibilities. A pass-through entity shall
perform the following for the Federal awards it makes:

(1) Identify Federal awards made by infbrming each
subrecipient of CFDA title ,and number, award name and number, award year, if
the award is R&D, and name of Federal agency. Wben some of this information
is not available, the pass-through entity sha~l provide the best information
available to describe the Federal award.

(2) Advise subrecipients of requirements imposed on them by
Federal laws, regulations, and the 'provisions of contracts or grant agreements
as well as any supplemental requirements imposed by the pass-through entity.

(3) Monitor the activities of subrecipients as necessary to
ensure that Federal awards are used for authorized purposes in COmPliance with
laws, regulations, and the provisions of 'contracts or grant agreements and
that perfor.mance goals are achieved.

~ TTACHMENT •.•.••f. .
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(4) Ensure that subrecipients expending $300,000 ($500,000 for
fisoal years ending after December 31, 2003) .or more in Federal ,awards during
the subrecipient I s fiscal year have met the audit requirements, of this part
for the,t fiscal year.

(5) Issue a management decision on audit findings within six
months after receipt of the subrecipient's audit repo~t and ensure that the
subrecipient takes appropriate and timely corrective action. .

(6) consider whether subrecipient audits necessitate
adjustment ?f the pass-through entity's own records. '

(7) Require each subrecipient to per.mit the pass-through
entity and auditors to have access to the records and financial statements as
n;cessary for the pa,ss-thrOUgh entity to comply with this part.

~_.405 Management decision.
(a) General. The management decision shall clearly state whether or

not the audit finding is sustained, the reasons for the decision, and the
e~ected auditee action to repay disallowed costs, make financial adjustments,
or take other action. If the auditee has not completed corrective action, a
timetable for follow-up should be given., ~rior to issuing the management
decision, the Federal agency or pass-through entity may request
additional information or documentation from the auditee, including a request
for auditor' assurance related to the documentation, as a way of mitigating
disallowed costs. The management decision should describe any'appeal process
available to the auqitee.

(b) federal agency. As'provided in § .400(a)(7l, the cognizant
agency for audit shal~ be responsible for coordinating a management decision
for audit' findings that affect the programs of ~ore than one Federal agency.
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As provided in § ,400(0) (5), a Federal aW~rding agency is responsible.for
issuing a management decision for findings that relate to Federal awards it
makes to recipients. Alternate arrangements may be made on a oase-by-oase
basis by agreement among the Federal agencies concerned ..

(e) Pass~throuqh entity. As provided in 6__' __,400(d) (5); the pass-
through entity shall be responsible for making the management decision for
audit findings that relate to F~deral awards it makes to subrecipients.

(d) Time requirements. The entity responsible for making the
management decision shall do so within six months of receipt of the audit
report. corrective action should be initiated within six months after receipt
of the audit report and proceed as rapidly as possible.

(e) Reference numbers. Management decisions shall include the
reference numbers the auditor assigned to each audit finding in accordancewith §__·__,510(o).

Subparb E--Auditors
§ .500 Boope of audib.

(a) General. The audit shall be conducted in aooordance with GAGAS.
The audit shall cover the entire operations of the auditee; or, at the option
of the auditee, suoh audit shall inolude a series of audits that cover
departments, agencies, and other organi~ational units which expended or
otherwise administered Federal awards during suoh fiscal year, provided that
each such audit shall encompass the financial statements and schedule of
expenditures of Federal awards for each such department, agency, and other
organizational unit, 'which shall be considered to be a non-Federal entity.
The financial statements and SChedule of expenditures of Federal awards shall
be for the same fiscal year.

(b) Financial statements. The auditor shall determine whether the
financial statements of the auditee are presented fairly in all material
respects in conformity with generally accepted accounting principles. The
auditor shall also determine whether the schedule of expenditures of Federal
awards is presented fairly in all material respects in relation to the
auditee's financial statements taken as a whole.

(c) Internal control .. (1) In'addition to the requirements of GAGAS,
the auditor shall perform procedures to o~tain an understanding of inteunal
control over Federal programs. sufficient to plan the audit to support a·low
assessed level of control risk for major programs. '. .

(2) Except as provided in paragraph (0)(3) of this section,
the auditor shall:

(i) Plan the testing of internal control over major
programs to support a low assessed level of control risk for the assertions
relevant to the complianoe requirements for each major program; and

(ii) Perfor.m testing of internal control as pl~nned in
paragraph (0) (2)(i) of this section.

(3) When internal control over some. or all of the compliance
requirements for a major program are likely to be ineffective in preventing or
deteoting noncompliance, the planning and performing of testing described in
paragraph (0)(2) of this section are not required for those compliance
requirements. However, the auditor shall report a significant deficiency
(including whether any such condition is a material weakness) in accordance
with § , 510, assess the related control risk at the maximum, and consider
whether additional complianoe tests are required because of ineffective
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internal control.
(d) Compliance. (1) In addition to the requirements of GAGAS, the

auditor shall determine whether the auditee has complied with laws,regulations, and the provisions of contracts or grant agreements that may have'
a direct and material effect on each of its major programs.. . .

(2) The principal compliance requirements applicable to most
Federal programs and the complianoe requirements of the largest Federal
.programs are included in the compliance supplement.

\
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(3) For the compliance requirements related to Federal
programs oontained in the compliance supplement, an audit of these compliance
requirements will meet,the requirements of this part. Where there have been
changes to the compliance requirements and the changes are not reflected in
the complianoe supplement, the auditor shall determine the current compliance
requirements and modify the audit prooedures accordingly. FoX those Federal
programs not covered in the compliance supplement, the auditor should use the
types of compliance requirements contained in:the compliance supplement as
guidance for identifying the types of compliance requirements to test, and
determine the.requirements governing the Federal program by reviewing the
provisions of contracts and grant ~greements and the laws and regulations
referred to in such contracts and grant agreements.
r •

(4) The compliance testing shall inolude tests of transactions
and such other auditing procedures necessary to provide the auditor sufficient
evidence to support an opinion on compliance. .

(e) Audit follow-up. The auditor shall follow-up on prior audit
findings, perform procedures to as~ess the reasonableness of the summary
schedule of prior audit findings prepared by the auditee in accordance with
§_· __.315(b), and report, as a current year audit finding, when the auditor
concludes that the summary schedule of prior audit f~ndings materially
misrepreserits the status of any prior audit finding. The auditor shallperform audit follow-up proceQures regardless of whether a prior audit finding
relates to a major program in the ourrent year. .

(f) Data Collection Form'. As required in §~. _'.320 (b)(3), the aUditor
shall oomplete and sign specified sections of the data collection form.
§_·_.505 ~udit reporting.

The auditor's report(s) may be in the form of either combined or
separate reports and may be organized differently from the manner presented in
this section. The auditor's report(s) shall state that the audit was
conducted in accord~ce with this part and include the following:

(a) An opinion (or disclaimer of opinion) as to whether the financial
statements are presented fairly in all material respects in oonformity with
generally accepted accounting principles anq an opinion (or disclaimer of
opiniop) as to whether the schedule of eXpenditures of Federal awards is
presented fairly in all material r~spects in relation to the financial
statements taken as a whole.

(b) A .reporton internal control related to the financial statements .
and major programs. This report shail describe the scope of testing of
internal control and the results of the tests, and, where applicable, refer to
the separate schedule of findings and questioned costs described in paragraph
(d) of this section. '

(c) A report on compliance with laws, regulations, and the provisions
of contracts or grant agreements, noncompliance with which could have a
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material effect on the financial statements. This report shall also include
an opinion (or disclaimer of opinion) as to whether the auditee ,complied with
laws, regulations, and the provisions of oontracts or grant agreements which
could have a direct and material effect on each major program, and, where
applicable, refer to the, separate scnedule of findings and questioned costs
described in paragraph (d) of this seotion.

(d) A schedule of findings and questioned costs which 'shall include
the following three components:' '

(1) A summary of the auditor's results which shall include:
(i) The type of report the auditor issued on the

financial statements of the auditee (i.e., unqualified opinion, qualified
opinion, adverse opinion, or disclaimer of opinion);

(ii) Where applicable, a statement that significant
deficiencies in internal control were disclosed by the audit of the financial
statements and whether any such oonditions were material weaknesses}

(iii) A statement as to whether the audit disclosed any
noncompliance which is material to the financial statements of the auditee;

(iv) Where applicable, a statement that significant
deficiencies in internal control ove~ major programs were disclosed by the audit
and whether any such conditions were material weaknesses;

(v) The type of report the auditor issued on compliance
for major Programs (i.e., unqualified opinion, qualified opinion, adverse
opin~on, or disclaimer of opinion); ,

(vi) A statement as to whether the audit disclosed any
audit findings which the auditor is required to report under § .510(a) I

(vii) An identification of major programs;
(viii)The dollar threshold used to distinguish between

Type A and Type B programs, as described in § 0520(b); and
(ix) A statement as to whether the auditee qualified as

a low-risk auditee under 6 0530.

(2) Findings relating to the financial statements whioh are
required to be reported in accordance with GAGAS.

(3) Findings and questioned costs for Federal awards which
shall include audit findings as defined in §_' __ 0510{a).

(i) Audit findings (e.g., internal control findings,
compliance findings, questioned costs, or fraud) which relate to the same
issue should be presented as a single audit finding. Where practical, audit
findings should be organized by Federal agency or pass-through entity.

(U) 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 reference to a detailed reporting in the other section of
the schedule.
§_05:1.0 Aud:l.t find:l.ngs.
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(a) Audit findings reported. The auditor shall report th~ following
as audit findings in a sohedule of findings and questioped costs:

(1) Signifioantdefipienoies in internal control over major
programs. Tbe auditor's determination of whether a deficiency in internal
control is a significant deficieicny for the purpose 9f reporting an audit
finding is in relation to a type of compliance requirement for a major program
or an audit objective identified in the complianoe supplement. The auditor
shall identify significant deficiencies whioh ate individually or cumulatively
material weaknesses.

(2) Material noncompliance with the provisions of laws,
regulations, contracts, or grant agreements related to a'major program. The
auditor's determination of whether a noncompliance with the provisions of
laws, regulations, contraots, or grant agreements is material for the purpose
of reporting an audit finding is in relation to a type of compliance
requirement for a major program or an audit objective identified in the
compliance supplement.

(3) Known questioned oosts whioh are greater than $10,000 for
a type of oomplianoe requirement for a major program. Known questioned costs
are those specifioally identified by the auditor. In evaluating the effeot of
questioned costs on the opinion on oompliance, the auditor considers the best
estimate of total costs questioned (likely questioned costs), not just the
questioned costs specifioally identified (known questioned oosts). Thea~ditor shall also report known questioned costs when likely questioned o~sts
.are greater than $10,000 for a type of oompliance requirement.for a majorprogram. In reporting questioned costs, the auditor shall include information
to provide proper perspective for judging the prevalenoe and consequenoes of
the questioned costs. .

. (4) Known questioned costs which are.greater than $10,000 for
a Federal program which is not audited as a major program. Exoept for audit
follow-up, the auditor is not required under this .part to perform audit
procedures for such a Federal program; therefore, the auditor will normally
not find questioned costs for a program whioh is not audited as a majorprogram. However, if the auditor does beoome aware of questioned oosts for a
Federal prograrowhich is not audited as a major program (e.g., as part of
audit follow-Up or other audit procedures) and the known questioned cost~ are
greater than $10jOOO, then the auditor shall report this as an audit finding.

(5) The oircumstances' oonoerning why the auditor's report on
compliance.for major programs is other than an unqualified opinion, unless
such ciroumstances are otherwise reported as audit findings in the schedule of
findings and questioned costs 'forFederal awards. .

(6) Known .fraud affecting a Federal award, unless such fraud
is otherwise reported as an audit finding in the schedule of.findings and
questioned oosts for Federal awards. This paragraph does not require the
auditor to m~te an additional reporting when the auditor oonfirms that the
fraud was reported outside of the auditpr's reports under the direct reporting
rec;ruirementsof GAGAS. .
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(7) Instanoes where the results of audit follow-up prooedures
disclosed that the summary schedule of prior audit findings prepa~ed by the ..
auditee in accordance with § ,315(b) materially misrepresents the status of
any prior audit finding~

(b) Audit finding
sufficient detail for the
corrective action and for
at a management decision.

detail. Audit findings sha~l be presented inau~itee to prepare a corrective action plan and take
Federal agencies and pass-through entities to arrive
The fo+lowing specific information shall be
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included, as applicable, in audit findings:
(1) Federal program and specific Federal award identification

including the erDA 'title and number, Federal award number and year, name of
Federal agericy, and name of the'applicable.pass-thiough entity. When
infor.mation, such as the CFDA title and number or Federal award number, is not
available, the auditor shall provide the best information available to
desoribe the Federal awa:t:d. ' ,

(2) The oriteria or specifio requirement upon whioh the audit
finding is based, inc1uding statutory, regUlatory, or other citation.

(3) The condition found, including facts that support the
deficiency identified in the audit finding.

(4) Identification of questioned costs and how they were
oomputed.

(5) Information to provide proper perspective for judging the
prevalenoe and oonsequenoes of the audit findlngs, such as whether the audit
findings represent an isolated instanoe or a systemio problem. Where
appropriate, instanoes identified shall be related to 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 entity in the
case of a subrecipient, to permit them to determine the cause and effect to
facilitate prompt and proper corrective action.

(7) Recommendations to prevent future occurrences of the
deficiency identified in the audit finding.

(8) Views of responsible offioials of the auditee when there
is disagreement with the audit findings, to the extent practical.

(c) Reference numbers. Each audit finding in the schedule of findings
and questioned costs shall include a r~ference number to allow fo~ easy
referencirig of the audit findings during follow-up.
§_'_.515 Aud~t work:1.ng pape:t."s.

(a) Retention of working papers. The auditor shall retain :working
papers and reports for a minimum of three years after the date of issuance of
the auditor's report(s) to theauditee, unleSS the auditor is notified in
writing by the oognizant agency for audit, oversight agency for audit, or
pass-through entity to extend the retention period. When the auditor is aware
that the Federal awarding agency, pass-through entity, or auditee is
contesting an audit finding, the auditor shall oontact the parties contesting
the audit finding for guidance prior to destruction of the working papers and
reports.

(b) bccess to working papers, Audit working papers shall be made
available upon request to the cognizant or oversight agency for audit or its
designee, a Federal agency providing direct or indirect funding, or GAO at the
completion of the audit, as part of a quality review, to resolve audit
findings, or to carry out oversight responsibilities consistent with the
purposes of this part. Access to working papers includes the right of Federal
agenoies to obtain copies of working papers, as is reasonable and necessary.
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1'1_.520 Ma~or program dete:rmination. i
i(a) General. The auditor shall use a risk-based approaoh to determine

which Federal programs are major programs. This risk-based approach sha~l
include consideration of: CUrrent and prior audit experience, over~ight by
Federal agencies and pass-through· entities, and the inherent risk of the
Federal program.. The process in paragraphs (b) through (:I.)of this section
shall be followed.

(b) step 1. (1)
programs, which shall be
as Federal programs with
exoeeding the larger of:

The auditor shall identify the larger Federal
labeled Type A programs. Type A programs are defined
Federal awards expended during the audit period

\

i

I
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I
i
I
1·I

I
I

I
I

(i) $300,000 or three peroent (.03) of total Federal
awards expended in the case of an auditee for which total Federal awards
expended equal or exceed $300,000 but are less than or equal to $100 million.

(ii) $3 million or three-tenths of one percent (.003) of
total Federal awards expended in the case of an auditee for which total
Federal awards expended exceed $100 million but are less than or equal to $10
billion. .

(iii) $30 million or 15 hundredths of one percent (.0015)
of total Federal awards expended in the case of an auditee for which total
Federal awards expended exceed $10 billion.

(2) Federal programs not labeled Type A under paragraph (b)(l)
of this section shall be labeled Type B programs.

(3) The inclusion of large loan and loan guarantees (loans)
should not result in the ~xclusion of other programs as Type A programs. When
a Federal program providing loans s~gnificantly affects the number or size of
Type A programs, the auditor shall consider this Federal program as a Type A
program and exclude its values in determining other Type A programs.

(4) For biennial audits permitted under § .220, the
determination of Type A and TYPe B programs shall be based upon the Federal
awards expended during the two-year period.
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(0) Step 2. (I) The auditor shall identify Type A programs which are
low-risk. For a Type·A program to be considered low-ri~k, it shall have been
audited as a major program ,in at least one of the two most recent audit
periods (in the most recent audit period in the case of a biennial audit), .
and, in the most recent audit period, it shall have had no audit findings
under. §_.510(a). However, the auditor may use judgment and consider that
audit findings from questioned costs under § .510(a)(3) and § .510(a} (4),
fraud under § .510(a) (6) , and audit follow-up for the.summary schedule of
prior audit findings under § .510(a) (7) do not preqlude the Type A pro~ram
from being low-risk. The auditor shall consider: the oriteria in § .525(o),
§ .525 (d)(1) , 6 .525 (d) (2), and §_,525(d} (3); the results of audit
folloW-Up; whether any changes in personnel· or systems affecting a Type A
program have significantly increased risk; and apply professional judgment in
determining whether a Type A program is low-risk •

.(2) Notwithstanding paragraph (0) (1) of this section, OMB may
approve' a Federal awarding agency's request that a Type A program at certain
recipient~ may not be considered low-risk. For example, it may be necessary
for a large Type A program to be audited as major each year· at particular
recipients to 'allow the Federal agency to comply with the Government
Management Reform Act of 1994 (31 U.S.C. 3515). The Federal agency shall
notify the reoipient and, ·if known, the auditor at least 180 days prior to the
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end of the fiscal year to be audited of OMB's approval.
(d) Step 3. (1) The auditor shall identify Type B programs which are

high-risk using professional judgment and the criteria in 6 .525. However,
should the ~uditor select Option 2 under Step 4 (paragraph (e) (2)(i)(B) of
this section), the auditor is not required to identify more high-risk Type B
programs than the number of low-risk Type A programs. Except for known
significant deficiencies in internal control or compliance problems as discussed
in § .S2S(b) (1), 6 .525 (b) (2), and § ,525 (0)(1), a single criteria in
§ .525 would seldom cause a TYPe B program to be considered high-risk.

(2) The auditor is not expected to perform risk assessments on
relatively small Federal programs. Therefore, the auditor is only required to
perform risk assessments on Type B programs that exceed the larger of:

(i) $100,000 or three~tenths of one percent (.003) of
total Federal awards expenaed when the auditee has less than or equal to $100
million in total Federal awards expended.

(ii) $300,000 or three-hundredths of one percent (.0003)'
,of total Federal awards expended when the auditee has more than ,$100 million
in total Federal awards expended.

(e) Step 4. At a minimum, the auditor shall audit all of the
following as major programs:

(1) All Type A programs, except the auditor may exclude any
Type A programs identified as low-risk under Step 2 (paragraph (0)(1) of this
section) .

(2) (i) High-risk Type B programs as identified under
either of the following two options:

(A) ontion 1. At least one half of the Type B
programs identified as high-risk under Step 3 (paragraph (d) of this section),
except this paragraph (e)(2)(1) (A) does not require the auditor to audit more
high-risk Type Bprograms than tpe number of low-risk Type A programs
identified as low-risk under step 2.

(B) option 2. One high~risk Type B program for
each Type A program identified as low-risk'under Ste~ 2.

(ii) When identifying which high-risk Type B programs to
audit as major under either Option 1 or 2' in paragraph (e) (2) (:I.)(A) or (1;1),
the auditor is encouraged to use an approach which prov~des an opportunity for
different high-risk Type B programs to be audited as major over a period of
time.

with the
section.
as major

(3) Such additional programs as may be necessary to comply
percentage of coverage rule discussed in paragraph (f) of this
This paragraph (e)(3) may require the auditor to audit more programs

than the number of Type A programs.
(f) peroentage of coverage rule. The auditor shall audit as major

programs Federal programs with Fetleral awards expended that, in the aggregate,
encompass at least '50 percent of total Federal awards expended. If the
auditee meets the criteria in § ,530 for a low-risk auditee, the auditor
need only audit as major programs Federal programs with Federal awards
expended that, in the aggregate, encompass at least 25 percent of total
Federal awards expended.

(g) Documentation of risk. The aUditor shall document in the working
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papers the risk analysis process used in determining major programs.
(h) Auditor's iudgment. wp.en the ~a::lor program determination was

performed and documented in accordanoe with this part, ·the auditor's judgment
in applying the risk-based approach to determine major programs shall be
presumedoorrect, Challenges Py Federal agencies and pass-through entities
shall only be for clearly improper use of the guidance in this part. However,
.Federal agencies and pass-through entities may provide auditors guidance about
the risk of a particular Federal program and the auditor shall consider this
guidanoe in determining major programs in audits not yet completed.

(i) Deviation from use of risk criteria, For first-year audits, the
auditor may elect to determine major programs as all T,ype~ programs plus any
Type B programs as neoessary to meet the percentage of ooverage rule discussed
in paragraph (f) of this section. Under this option, the auditor would not be
required to perform the procedures discussed in paragraphs (0), (d), and (e)
of this section.

(i) ~ first-year audit is the first year the entity is audited
under this part or the first year of a change of auditors.

(2) To ensure that a frequent change of auditors would not
preclude audit of high-risk Type B programs, this election for first-year
audits may not be used by an auditee more than 'on~e in every three years,
§_.525 criteria for Feder~l program risk.

(a) General. The auditor's determination should be based on an
overall evaluation of the risk of noncompliance' occurring whidh could be
material to the Federal program. The auditor shall use auditor judgment and
consider criteria, such as described in paragraphs (b), (a), end (Q) of this
section, to identify risk in Federal programs. Also, as part of the risk
analysis, the auditor may wish to discuss a particular Federal program with
auditee management and the Federal agency or pass-through entity ..

(b) Current and prior audit experience. (1) Weaknesses in internal
control over Federal programs would indicate higher risk. consideration
should be given to the control environment over Federal progr~ and such
factors as the expectation of management's adherence to applicable laws and
regulations and the provisions'of contracts and grant agreements and the,
competence and experience of personnel who administer the Federal programs.

(i) A Federal program administered under multiple
internal control structures may have higher risk. When assessing risk in a
large single audit, the auditor shall consider whether weaknesses are isolated
in a single operating unit (e.g., one college campus) or pervasive throughout
the entity. .

(ii) When significant parts of a Federal program are
passed through to subrecipients, a weak system for mqnitoring subrecipients
would indicate higher risk.

(iii) The'extent to Which computer processing is used to
administer Federal programs, as well as the complexity of th~t processing,
should be considered by the auditor in assessing risk. New and recently
modified computer systems may also indicate risk.

(2) Prior audit findings would indicate higher risk,
particularly when the situations identified in the audit findings could have a
significant impact on a Federal program or have not been corrected.

(3) Federal prograrnsnot recently audited as major programs
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may be of higher risk than Federal programs recently audited as major programs
without audit findings'.

(c) oversight exercised by Federal agencies and pass~through entities.
(1) Oversight exercised by Federal agencies Or pass~through entities could
indicate risk. For example, recent monitoring or other reviews performed by
an oversight entity which disclosed no significant problems would indicate
lower risk. However, monitoring which disclosed significant problems. would
indicate higher risk.

(2) Federal agencies, with the concurrence of OMB, may
identify Federal programs which are higher risk. OMS plans to provide this
identification in the compliance supplement.

(d) Inherent risk·of the Federal program. (1) The nature of a
Feder~l program may indioate risk. consideration should be given to the
complexity of the program and the extent to which the Federal programcontracts for goods and services. For example, Federal programs that disburse
funds through third party oontracts or have eligibility criteria may be of
higher risk. Federal programs primarily involving staff payroll costs may
have a high-risk.for time and effort re~ortin9, but otherwise be at low-risk.

(2) The phase of a Federal program in its life cycle at the
Federal agency may indicate risk. For example, a new Federal program with new
or interim regulations may have higher risk than an established program with
time-tested regulations. Also, significant ohanges in Federal programs, laws,
regulations, or the provisions of contracts or grant agreements may increase
risk.

(3) The phase of a Federal program in its life cycle at the
auditee may indicate risk. For example, during the first and last years that
an auditee participates in a Federal program, the risk may be higher due to
start-up or closeout of program activities and staff.

(4) Type B programs with larger Federal awards expended would
be of higher risk than programs with' substantially smal~er Federal awards
expended.
§_,530 crite~ia for a lQw-risk auditee.

An auditee which meets all of the following conditions for each of the
preceding two years (or, in the case of biennial audits, preceding two audit
periods) shall qualify as a low~risk auditee and be eligible for reduced audit
coverage in accordance with § .520:

(a). Single audits were performed on an annual basis in accordance with
the provisions of this part. A non-Federal entity that has biennial audits
does not qualify as a loW-risk auditee, unless agreed to in advance by the'
cognizant or oversight agency for audit. '

(b) The auditor's opinions on the financial statements and the
schedule of expe~ditures of Federal awards were unqualified. However, the
c!ognizant or oversight agency'for audit may judge that an opinion
qualification does not affect the management of Federal awards and provide a
waiver.

(c) There were no deficiencies in internal control which were
identified as material weaknesses under the requirements of GAGAS. However,
the cognizant or oversight agency for audit may Judge that any identifiedmaterial weaknesses do not affect the management of Federal awards and provide
a waiver.
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(d) None of the Federal programs had audit findings from any of the
following in either of the preceding two years (or, in· the case of biennial
audits, preceding two audit periods) in which they were .classified as Type A
programs:

(1) Internal control deficiencies which were identified as
material weaknesses; .

. .
(2) Noncompliance with the prov~sions of laws, r~gulations,

contracts, or grant agreements which have a material effect on the Type A
program; or .

(3) Known or likely questioned costs that exceed five percent
of the total Federal awards expended for a Type A program during the year •.
Appendix A to Part __ ~Data collection Form (Form SF-SAC)

[insert SF-SAC after finalized)
Appendix E to Part __ - circular A-133 Compliance Supplement

Note: Provisional OMB Circular A-133 Compliance Supplement is available
from the Office of Administration, Publications Office, room 2200, New
Executive Office Building, Washington, DC 20503. .
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2525 GRAND AVENUE • LONG BEACH, CALIFORNIA 90815 • (562) 570·4000 • FAX: (562) 570·4049

CITY OF LONG BEACH
DEPARTMENT OF HEALTH AND HUMAN SERVICES

Health Information In Compliance With the Health Insurance Portability
And Accountability Act of 1996 (HIPAA) and the Health Information Technology

for Economic and Clinical Health Act (HITECH Act)

BUSINESSASSOCIATE AGREEMENT

THIS BUSINESS ASSOCIATE AGREEMENT ("Agreement") is made and
entered, as of ;;;--J JU~!l ,20~ by and betw enmtn+e Heert/th A-rf\efj('()j 0 Lcs·~ d , a . ~ Yl I:) 1-1
[corporation, partnership, Elba], whose business addres is

o N. 0 INa g vde F010 0 ~CJ, oS'OZ
(hereinafter referre to as "Business Ass ciate"), and the CITY OF LONG BEACH, a
municipal corporation (hereinafter referred to as "City" or "Covered Entity").

WHEREAS, the City has a Department of Health that provides a multitude of
health care and related services; and

WHEREAS, in the course of providing health care and related services the City
obtains protected health information; and

WHEREAS, Business Associate performs particular duties and/or provides
particular services to the City; and

WHEREAS, the City wishes to disclose some information to Business Associate,
some of which may contain protected health information; and

WHEREAS, the City and Business Associate intend to protect the privacy and
provide for the security of protected health information in compliance with the Health
Insurance Portability and Accountability Act of 1996, Public Law 104-191 ("HIPAA"), the
Health Information Technology for Economic and Clinical Health Act, Public Law 111-
005 (the "HITECH Act"), and regulations promulgated thereunder by the U.S.
Department of Health and Human Services (the "HIPAA Regulations") and other
applicable laws.

NOW, THEREFORE, in consideration of the mutual terms covenants, and
conditions in this Agreement, the parties agree as follows:

1. DEFINITIONS. Terms used, but not otherwise defined, in this Agreement
shall have the same meaning as those terms in the HIPAA Regulations,
including the Privacy Rule and the Security Rule codified in Title 45,
Sections 160-164 of the Code of Federal Regulations, and under the
HITECHAct.
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BusinessAssociate Agreement
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2. OBLIGATIONSAND ACTIVITIES OF BUSINESS ASSOCIATE.
a. Non-disclosure. Business Associate agrees to not use or disclose

protected health information other than as permitted or required by
the Agreement or as required by law.

b. Safeguards. Business Associate agrees to use appropriate
safeguards to prevent use or disclosure of the protected health
information. Business Associate shall comply with the policies and
procedures and documentation requirements of the HIPAA
Regulations.

c. Mitigation. Business Associate agrees to mitigate, to the extent
practicable, any harmful effect that is known to Business Associate
of a use or disclosure of protected health information by Business
Associate in violation of the requirements of this Agreement.

d. Notice of Use or Disclosure, Security Incident or Breach. Business
Associate agrees to notify the designated privacy official of the
Covered Entity of any use or disclosure of protected health
information by BusinessAssociate not permitted by this Aqreernent,
any security incident involving electronic protected health
information, and any breach of unsecured protected health
information without unreasonable delay, but in no case more than
thirty (30) days following discovery of breach.
1. Business Associate shall provide the following information in

such notice to Covered Entity:
(a) The identification of each individual whose unsecured

protected health information has been, or is
reasonably believed by Business Associate to have
been, accessed, acquired, or disclosed during such
breach;

(b) A description of the nature of the breach including the
types of unsecured protected health information that
were involved, the date of the breach and the date of
discovery;

(c) A description of the type of unsecured protected
health information acquired, accessed, used or
disclosed in the breach (e.g., full name, social security
number, date of birth, etc.);

(d) The identity of the person who made and who
received (if known) the unauthorized acquisition,
access, use or disclosure;

(e) A descriptionof what the Business Associate is doing
to mitigate the damages and protect against future
breaches; and

(f) Any other details necessary for Covered Entity to
assess risk of harm to individual(s), including
identification of each individual whose unsecured
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protected health information has been breached and
steps such individuals should take to protect
themselves.

2. Covered Entity shall be responsible for providing notification
to individuals whose unsecured protected health information
has been disclosed, as well as the Secretary and the media,
as required by the HITECH Act.

3. Business Associate agrees to establish procedures to
investigate the breach, mitigate losses, and protect against
any future breaches, and to provide a description of these
procedures and the specific findings of the investigation to
Covered Entity in the time and manner reasonably requested
by Covered Entity.

4. The parties agree that this section satisfies any notice
requirements of Business Associate to Covered Entity of the
ongoing existence and occurrence of attempted but
unsuccessful security incidents for which no additional notice
to Covered Entity shall be required. For purposes of this
Agreement, unsuccessful security incidents include activity
such as pings and other broadcast attacks on Business
Associate's firewall, port scans, unsuccessful log-on
attempts, denials of service and any combination of the
above, so long as no such incident results in unauthorized
access, use or disclosure of electronic public health
information.

e. Reporting of disclosures. Business Associate agrees to report to
Covered Entity any use or disclosure of the protected health
information not provided for by this Agreement of which it becomes
aware.

f. Business Associate's Agents. Business Associate agrees to
ensure that any agent, including a subcontractor, to whom it
provides protected health information received from, or created or
received by Business Associate on behalf of Covered Entity agrees
to the same restrictions and conditions that apply through this
Agreement to Business Associate with respect to such information.

g. Availability of Information to City. Business Associate agrees to
provide prompt access to protected health information in a
designated record set to Covered Entity or, as directed by Covered
Entity, to an individual upon Covered Entity's request in order to
meet the requirements under 45 CFR § 164.524. If Business
Associate maintains an electronic health record, Business
Associate shall provide such information in electronic format to
enable Covered Entity to fulfill its obligations under the HITECH
Act.

h. Amendment of Protected Health Information. Business Associate

ATIACHMENT ~l.. .
PAGE .....3.....OF :1 PAGES



BusinessAssociate Agreement
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agrees to promptly make any amendment(s) to protected health
information in a designated record set that the Covered Entity
directs or agrees to pursuant to 45 CFR § 164.526 at the request of
Covered Entity or an individual. ,

i. Internal Practices. Business Associate agrees to make internal
practices, books, and records, including policies and procedures
and protected health information, relating to the use and disclosure
of protected health information received from, or created or
received by Business Associate on behalf of, covered entity
available to the Secretary of the U.S. Department of Health and
Human Services for purposes of the Secretary .deterrninlnq the
Business Associate's compliance with the Privacy Rule.

j. Reporting of Disclosures. Business Associate agrees to document
such disclosures of protected health information and information
related to such disclosures as would be required for the City to
respond to a request by an individual for an accounting of
disclosures of protected health information in accordance with the
Privacy Rule, including but not limited to 45 CFR § 164.528, and
the HITECHAct.

k. Availability of Information to Covered Entity. Business Associate
agrees to promptly provide to Covered Entity or an individual
information collected in accordance with Section 20) of this
Agreement, to permit Covered Entity to respond to a request by an
individual for an accounting of disclosures of protected health
information in accordance with the Privacy Rule, including but not
limited to 45 CFR § 164.528, and the HITECH Act.

3. PERMITTED USESAND DISCLOSURES BY BUSINESS ASSOCIATE.
Except as otherwise limited in this Agreement, Business Associate may
use or disclose protected health information to perform functions,
activities, or services for, or on behalf of, Covered Entity as specified in
this Agreement, provided that such use or disclosure would not violate the
Privacy Rule or the HITECHAct if done by Covered Entity or the minimum
necessary policies and procedures of the Covered Entity. The specific
use and disclosure provisions are as follows:
a. Except as otherwise limited in this Agreement, Business Associate

may use protected health information for the proper management
and administration of the Business Associate.

b. Except as otherwise limited in this Agreement, Business Associate
may disclose protected health information for the proper
management and administration of the Business Associate,
provided that disclosures are required by law, or Business
Associate obtains reasonable assurances from the person to whom
the information is disclosed that it will remain confidential and used
or further disclosed only as required by law or for the purpose for
which it was disclosed to the person, and the person notifies the
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business associate of any instances of which it is aware in which
the confidentiality of the information has been breached.

c. Except as otherwise limited in this Agreement, Business Associate
may use protected health information to provide data aggregation
services to covered entity as permitted by 42 CFR §
164.504(e)(2)(i)(B).

d. Business Associate may use protected health information to report
violations of law to appropriate federal and state authorities,
consistent with § 164.502(j)(1).

4. PROHIBITED USES AND DISCLOSURES BY BUSINESS ASSOCIATE.
a. Business Associate shall not use or disclose protected health

information for fundraising or marketing purposes.
b. Business Associate shall not disclose protected health information

to a health plan for payment or health care operations purposes if
the individual has requested this special restriction and has paid out

, of pocket in full for the health care item or service to which the
protected health information solely relates.

c. Business Associate shall not directly or indirectly receive payment
or remuneration in exchange for protected health information,
except with the prior written consent of Covered Entity and as
permitted by' law, including HIPAA and the HITECH Act. This
prohibition shall not effect payment by Covered Entity to Business
Associate.

5. OBLIGATIONS OF COVERED ENTITY.
a. Notification of Limitations in Notice of Privacy Practices. Covered

Entity shall notify Business Associate of any Iimitation(s) in its
notice of privacy practices of covered entity in accordance with 45
CFR § 164.520, to the extent that such limitation may affect
Business Associate's use or disclosure of' protected health
information.

b. Notification of Change or Revocation of Permission. Covered entity
shall notify Business Associate of any changes in, or revocation of,
permission by individual to use or disclose protected health
information, to the extent that such changes may affect Business
Associate's use or disclosure of protected health information.

c. Notification of Restrictions. Covered Entity shall notify Business
Associate of any restriction to the use or disclosure of protected
health information that Covered Entity has agreed to in accordance
with 45 CFR § 164.522, to the extent that such restriction may
effect Business Associate's use or disclosure of protected health
information.

6. PERMISSIBLE REQUESTS BY COVERED ENTITY. Covered Entity shall
not request Business Associate to use or disclose protected health
information in any manner that would not be permissible under the Privacy
Rule if done by Covered Entity, except that this restriction is not intended
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and shall not be construed to limit Business Associate's capacity to use or
disclose protected health information for the proper management and
administration of the Business Associate or to provide data aggregation
services to Covered Entity as provided for and expressly permitted under
Section 3 (a), (b), and (c) of this Agreement.

7. TERM AND TERMINATION.
a. Term. The term of this Agreement shall be effective upon

execution, and shall terminate when all of the protected health
information provided by Covered Entity to Business Associate, or
created or received by Business Associate on behalf of Covered
Entity, is destroyed or returned to Covered Entity, or, if it is
infeasible to return or destroy protected health information,
protections are extended to such information, in accordance with
the termination provisions in this Section.

b. Termination for Cause. Upon either party's knowledge of a material
breach by the other party, the party with knowledge of the other
party's breach shall either:
1. Provide an opportunity for the breaching party to cure the

breach or end the violation and terminate this Agreement if
the breaching party does not cure the breach or end the.
violation within the time specified by the non-breaching
party;

2. Immediately terminate this Agreement if Business Associate
has breached a material term of this Agreement and cure is
not possible; or

3. If neither termination nor cure is feasible, the violation shall
be reported to the Secretary.

c. Effect of Termination.
1. Except as provided in paragraph (2) of this Section, upon

termination of this Agreement for any reason, Business
Associate shall return or destroy all protected health
information received from Covered Entity, or created or
received by Business Associate on behalf of Covered Entity.
This provision shall apply to protected health information that
is in the possession of subcontractors or agents of Business
Associate. Business Associate shall retain no copies of the
protected health information.

2. In the event that Business Associate determines that
returning or destroying the protected health information is
infeasible, Business Associate shall provide to Covered
Entity notification of the conditions that make return or
destruction infeasible and shall extend the protections of this
Agreement to such protected health information and limit
further uses and disclosures of such protected health
information to those purposes that make the return or
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destruction infeasible, for so long as Business Associate
maintains such protected health information.

8. ASSISTANCE IN LITIGATION OR ADMINISTRATIVE PROCEEDINGS.
Business Associate shall make itself and any subcontractors, employees,
or agents assisting Business Associate in the performance of its
obligations under this Agreement with the Covered Entity, available to
Covered Entity, at no cost to Covered Entity to testify as witnesses or
otherwise, in the event of litigation or administrative proceedings
commenced against Covered Entity, its directors, officers, or employees
based on a claimed violation of HIPAA, the HIPAA Regulations, the
HITECH Act, or other laws relating to security or privacy, except where
BusinessAssociate or its subcontractors, employees or agents are named
as an adverse party.

9. MISCELLANEOUS.
a. References. A reference in this Agreement to a section in the

HIPAA Regulations or the HITECH Act means the section as in
effect or as amended. .

b. Amendment. The parties agree to take such action as is necessary
to amend this Agreement from time to time as is necessary for
covered entity to comply with the requirements of the Privacy Rule,
the Security Rule, HIPAA, the HITECH Act and other privacy laws
governing protected health information. Amendments must be in
writing and signed by the parties to the Agreement.

c. Swvival. The respective rights and obligations of Business
Associate under Section 6(c) of this Agreement shall survive the
termination of this Agreement.

d. Interpretation. Any ambiguity in this Agreement shall be resolved to
permit Covered Entity to comply with the HIPAA Regulations and
the HITECH Act.

10. LAW. This Agreement shall be governed by and construed pursuant to
federal law and the laws of the State of California (except those provisions
of California law pertaining to conflicts of laws). Business Associate shall
comply with all laws, ordinances, rules and regulations of all federal, state
and local governmental authorities.

11. ENTIRE AGREEMENT. This Agreement, including Exhibits, constitutes
the entire understanding between the parties and supersedes all other
agreements, oral or written, with respect to the subject matter herein.

12. INDEMNITY. Business Associate shall protect, defend, indemnify and
hold City, its officials, employees, and agents (collectively in this Section
referred to as "City") harmless from and against any and all claims,
demands, causes of action, losses, damages, and liabilities, whether or
not reduced to judgment, which may be asserted against City arising from
or attributable to or caused directly or indirectly by Business Associate,
Business Associate's employees, or agents in the performance of the
duties under this Agreement or any alleged negligen't or intentional act,
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omission or misrepresentation by Business Associate, Business
Associate's employees or agents, which act, omission or
misrepresentation is connected in any way with performance of the duties
under this Agreement. If it is necessary for purposes of resisting,
adjusting, compromising, settling, or defending any claim, demand, cause
of action, loss, damage, or liability, or of enforcing this provision, for City to
incur or to pay any expense or cost, including attorney's fees or court
costs, Business Associate agrees to and shall reimburse City within a
reasonable time. Business Associate shall give City notice of any claim,
demand, cause of action, loss, damage or liability within ten (10) calendar
days.

13. AMBIGUITY. In the event of any conflict or ambiguity in this Agreement, .
such ambiguity shall be resolved in favor of a meaning that complies and'
is consistent with HIPAA, HIPAA Regulations, the HITECH Act and
California law.

14. COSTS. If there is any legal proceeding between the parties to enforce or
interpret this Agreement or to protect or establish any rights or remedies
hereunder, the prevailing party shall be entitled to its costs and expenses,
including reasonable attorneys' fees and court costs, including appeals.

15. NOTICES. Any notice or approval required hereunder by either party shall
be in writing and personally delivered or deposited in the U.S. Postal
Service, first class, postage prepaid, addressed to Business Associate at
the address first stated herein, and to the City at 333 West Ocean
Boulevard, Long Beach, California 90802 Attention: Director, Health
Department. Notice of change of address shall be given in the same
manner as stated herein for other notices. Notice shall be deemed given
on the date deposited in the mail or on the date personal delivery is made,
whichever first occurs.

16. WAIVER. The acceptance of any services or the payment of any money
by City shall not operate as a waiver of any provision of this Agreement, or
of any right to damages or indemnity stated in this Agreement.· The waiver
of any breach of this Agreement shall not constitute a waiver of any other
or subsequent breach of this Agreement.

17. CONTINUATION. Termination or expiration of this Agreement shall not
affect rights or liabilities of the parties which accrued pursuant to Sections
7,12 and 14 prior to termination or expiration of this Agreement, and shall
not extinguish any warranties hereunder.

18. ADVERTISING. Business Associate shall not use the name of City, its
officials or employees in any advertising or solicitation for business, nor as
a reference, without the prior approval of the City Manager or designee.

19. THIRD PARTY BENEFICIARY. This Agreement is intended by the parties
to benefit themselves only and is not in any way intended or designed to
or entered for the purpose of creating any benefit or right for any person or
entity of any kind that is not a party to this Agreement.

ATT!,-CHMENT ••.~..0.t .
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IN WITNESS WHEREOF, the parties hereto have caused these presents to be
duly executed with all of the formalities required by law as of the date first stated herein.

1btntQI f/eOlI/b A-rntyi@ at-Los A~t;k~,
(Name of Business Associate) .

a '/fro '()')llit 0 -ro-iH
(GQ[Q~:>ration,,?y > ,';>"

J'~ ////.)/
. ~. .! ·tt··· ~/. ~,;£"./. /. p/o' , -;/ f;/'«

By _~~/v -z:»: ~.~~~.,
Title: I?rPs/k~"L CL/"'!/

______ ,20_ By _

Title: _

CITY OF LONG BEACH, a municipal
corporation

Assistant City Manager
... _"

By ,,/·Jit) }'){iL'ci:[.l'lt .....••

cj rcIty Manaqer or desianee
, EXECUTED PURSUAI'il'T

TO SECTIOI'l 301 OF
"City" THE CITY CHARTER.

The foregoing Agreement is hereby approved as to form this (!j/!!day of

,20lt-.
CHARLES PARKIN, City Attorney

I
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CITY OF LONG BEACH·
·DEPARTMENT OF HEALTH AND HUMAN SERVICES

2525 GRAND AVENUE • LONG BEACH. CALIFORNIA 90816 • (662) 670-4000 • FAX: (662) li70-4049

CERTIFICATION REGARDING DEBARMENT

By, signing and submitting this document, the reolplent 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.

2, The recipient of Federal assistance funds shall provide immediate written notice to
the person to which this agreement Is entered, if at any time the recipient of Federal
Assistance funds learns that its certification was erroneous, when submitted or has
become ~rroneous by reason of changed .clrcumstance.

3. The terms "covered transaction," "debarred," "suspended," "ineligible," "lower tier
covered transaction," "partlclpant," "person," "primary covered, transaction,"
"principal," "proposal," and "voluntarily excluded," as used in this clause, have the
meanings set out In the Definitions and Coverage seotlons of rules implementing
Executive Order 12549.

4. The recipient of Federal assistance- funds agrees by submitting this document that It
shall not knowingly enter into any lower tier covered transaction with a person who Is
debarred, suspended, declared ineligible, or voluntarily excluded from participation in
this covered transaction, unless authorized by the department or agency with which
this transaction originated.

5. The recipient of Federal assistance funds further agrees by ·submittlng this document'
that it will include the clause titled "Certification Regarding Debarment, Suspension,
Ineligiblllty and Voluntary Exclusion - Lower Tier Covered Transactions," without
modification, in all lower tier covered transactions and In all solicitations for lower tier
covered transactions ..

6. A participant in a covered transaction may rely upon a certification of participant in a
lower tier covered transaction that it Is not debarred, suspended, ineligible, or
voluntarily excluded from the covered transaction, unless it knows that the
certification Is erroneous. .A participant may decide the method and frequency by
which It determines the eligibility of its principals. Each participant may. but is not
required to, check the list of parties excluded from procurement or non-procurement
programs.

7. Nothing contained in the foregoing shall be constructed to require establishment of a
system of records in order to render in good faith the certification required by this

AriACHMENT •.•.~·;:a....;.:·
. '1· ':;2. PAG·ESPAGE' •••~••••••.. OF ., ••••••••••



CERTIFICATION REGARDING DEBARMENT
Page 2

clause. The knowledge and information of a participant is not required to exceed
that which is normally possessed by a prudent person in the ordinary course of
business dealings.

8. Except for transactions authorized under Paragraph 4 of these instructions, if a
participant in a covered transaction knowingly enters Into a lower tier covered
transaction with a person who is suspended, debarred, ineligible, or voluntarily
excluded from participation in this transaction, in addition to other remedies available
to. the Federal Government, the department or agency with which the transaction
originated may pursue available remedies, including suspension and/or debarment.

The regulations implementing Executive Order 12549, Debarment and Suspension, 24
CFR Part 24 Section 24.510, Participants' Responsibilities require this certification.

1. The recipient of Federal assistance funds certifies that neither it nor its
principals are presently debarred, suspended, proposed for debarment,
declared ineligible, or voluntarily excluded from partlcipatlon 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.
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CITY OF LONG BEACH
DEPARTMENT OF HEALTH,ANb HUMAN SERVICES

, 2625 GRANDAVENUE .' LONG BI;ACH, C~LlFORNIA '90816 ~ (662) 670-4900 • FAX: (662) 570:4049

CERTIFICATION REGARDING LOBBYING

contractcrts) and lobbyist flrm(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 o~ 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
Approprlatlone Act, known as the Byrd Amendments, - and the Housing and Urban
Development Code of Federal Regulatiors 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, an offioer or employee of Congress, or any employee of a
Member of Congress in connection with the awarding of any Federal contract, the making of
any Federal grant, loan or cooperative agreement, and any extension, continuation,
renewal, amendment or modification of said documents,

The Contractor must certify in writing that they are familiar with the Federal Lobbyist
Requirements and that all persons. and/or subcontractors ~cting on behalf of the Contractor
will comply with the Lobbyist Requirements.

Failure on the part of the Contractor or persons/subcontractors acting on behalf of the
Contractor -to fully comply with Federal Lobbyist Requirements shall be subject to civil
penalties. The undersigned certifies, to the best of his/her knowledge and belief, that:

'i. 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 ag~ncy, a Member of Congress, an officer or employee of Congress,
or an employee of a Member of Congress In connection with the awarding of any
Federal contract, the making of any Federal grant, loan or cooperative agreement,
and any extension, continuation, renewal, amendment or modification of said,
doouments.

2. If any funds other than Federal appropriated funds have been paid or will be paid to
any person for influencing or attempting to influence ali officer or employee of any
agency, a Member of Congress, an officer or employee of Congress, or an employee
of a Member of Congress in connection with this Federal contract, grant, loan, or
cooperative agreement, the undersigned shall complete and submit Standard Form-
LLL "Disclosure Form to Report Lobbying" in accordance with its Instructions.
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CERTIFICATION REGARDING LOBBYING
Page 2

3. The undersigned shall require that the language of this certification be included in
the award documents for all sub-awards at all tiers (including subcontracts, sub-
grants, and contracts under grants. loans, and cooperative agreements) and that all
sub-recipients shall certify and disclose accordingly.

4. This certification is a material representation of fact upon which reliance was placed
when this transaction was made or entered into. Submission of this certification is a
prerequisite for making or entering into this transaction imposed by Section 1352
Title 31, U.S. Code. Any person who fails to file the required certification shall be

. subject to a civil penalty of not less than $10,000 and not more than $100,000 for
each such failure.

. J-
A'" ACHMENr •..•..•...•..•••..
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