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CONTRACT FOR SUPPORTIVE HOUSING

32153

THIS CONTRACT FOR SUPPORTIVE HOUSING (this “Contract”) is made

and entered into, in duplicate, as of February 28, 2011 for reference purposes only,
pursuant to a minute order adopted by the City Council of the City of Long Beach at its
meeting on May 18, 2010, by and between THE SALVATION ARMY, a California
nonprofit corporation ("Organization”), whose address is 180 E. Ocean Blvd., Suite 500,
Long Beach, California 90802, and the CITY OF LONG BEACH, a municipal corporation
(the "City").

WHEREAS, the City has received a grant from the U.S. Department of
Housing and Urban Development ("HUD") for a program called "Continuum of Care
Homeless Assistance” which deals with the needs of the homeless; and

WHEREAS, Organization provides transitional housing, permanent
housing, human or social services to low-income and homeless residents; and

WHEREAS, as part of the 2010 Supportive Housing Grant Agreement
("Grant Agreement"), the City is required to enter into subcontracts with organizations
that provide housing and supportive services to the homeless and the City has selected
Organization as a sub-recipient of grant funds; and

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

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

Section 1. The above recitals are true and correct and the Grant
Agreement is incorporated herein by this reference. Organization shall comply fully with
the Grant Agreement.

Section 2.

A Organization shall provide supportive services in conjunction
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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 "Logic Model”’, Attachment “D” entitled “Compliance with
Federal Regulations", Attachment “E” entitled “Office of Management and Budget
(“OMB?”) Circular A-122”", which has been relocated to 2 CFR Part 230 - Cost
Principles for Non-Profit Organizations, Attachment “F” entitled “OMB Circular A-
133", 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” entitied “Certification Regarding
Debarment”, and Attachment "I" entitled "Certification Regarding Lobbying", all of
which are attached hereto and incorporated by this reference, and the HUD
Supportive Housing Program (“SHP”) Desk Guide and the City of Long Beach
Grants Monitoring Guidelines, both of which have been separately 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
the SHP Desk Guide, 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 propesal in
response to the RFP. In addition to and without in any way limiting the foregoing,
Organization shall comply with ail laws and regulations set forth in 24 CFR Part
583.

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

18, 2010, and, unless sooner terminated as provided herein, shall terminate at 11:59 p.m.
2
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on September 30, 2011.
Section 4.

A. Organization shall affirmatively and aggressively use its best
efforts to seek and obtain all possible outside funding and mainstream resources
available to continue the services identified in this Contract. Further, Organization
shall maintain cash reserves equivalent to three (3) months of funding necessary
to provide services under this Contract.

B. Total disbursements made to Organization under this Contract
by the City shall not exceed Fifty Two Thousand Six Hundred One Dollars
($52,601) over the term of this Contract. Upon execution of this Contract, the City
shall disburse funds payable hereunder in due course of payments following
receipt from Organization of billing statements in a form approved by the City
showing expenditures and costs identified in Attachment "B".

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

D. Organization shall prepare monthly invoices and submit them
to the City within fifteen (15) days after the end of the month in which Organization
provided services. Organization shall attach cancelled checks and other
documentation supporting the charges and the amount of required matching funds
to each invoice. Failure to submit an invoice and its accompanying documentation
within the 15-day period may result in late payment from the City. Submission of

incorrect invoices or inadequate documentation shall result in the suspension of
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payment from the City. The City reserves the right to refuse payment of an invoice
(a) received by it thirty (30) days after Organization provided the services relating
to that invoice; (b) including inallocable or ineligible expenses; or (c) for the
unauthorized expense of funds requiring written approval for budget changes or
modifications.

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

F. Each calendar quarter Organization shall, no later than fifteen
(15) days after the end of each quarter, submit to the City copies of cancelled
checks and other documents supporting the charges and required matching funds
in the invoices submitted during the previous quarter.

G. The City closes its fiscal year during the months of August
and September; Organization acknowledges and agrees that the City's payment of
invoices will be slightly slower during that time.

H. No later than thirty (30) days after the completion of each
twelve-month period (“Operational Year”) during the term of this Contract (and the
first Operational Year shall begin on the date of the first invoice from
Organization), Organization shall submit to the City a final invoice, backup
documentation supporting administrative fees, Logic Model outcomes and APR
certified by one of Organization’s officers or by its Executive Director. The City
reserves the right to refuse payment of any outstanding inveoice if Organization
fails to submit a final invoice, Logic Model outcomes or certified APR within thirty
(30) days of the end of the Operational Year.

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

reimbursement to Organization due to faiiure of Organization to submit required
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fiscal and programmatic documents within thirty (30) days after the end of the
Operational Year, the City cannot guarantee payment to Organization. The City
will not be obligated to pay Organization for costs incurred unless HUD releases
funds to the City. For this reason, failure of Organization to submit the final invoice
and certified APR within thirty (30) days after the end of the Operational Year may
result in loss of reimbursement of funds.

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

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

Section 5.

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

portion of the grant funds, then the City will terminate all activities of Organization
5
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under this Contract and pursue appropriate legal action to collect the funds.
Alternatively, to the extent the City has been refusing payment of any invoices, the
City may continue to withhold such funds equal to the amount of improperly used
grant funds, regardless of whether the funds being withheld by the City were
improperly used.

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 participate in the City's Homeless
Management Information System (HMIS) and obtain funding to ensure
participation. Organization shall ensure implementation, operation and
maintenance necessary for participation throughout the term of this Contract.
Further, Organization shall enter data into the HMIS system on a regular basis (at
least weekly) and in a timely manner.

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,
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.
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Section 6.

A In the performance of this Contract, Organization shall not
discriminate against any employee, applicant for employment or service, or
subcontractor because of race, color, religion, national origin, sex, sexual
orientation, gender identity, AIDS, HIV Status, 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 pay
or other forms of compensation; and selection for training, including
apprenticeship.

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

Section 7.

A. In performing services hereunder, Organization is and shall
act as an independent contractor and not as an employee, representative, or
agent of the City. Organization's obligations to and authority from the City are
solely as prescribed in this Contract. Organization expressily 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
7
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not secure workers' compensation or pay unempioyment insurance to, for or on
Organization's behalf, and (c) the City will not provide and Organization and
Organization's employees are not entitled to any of the usual and customary
rights, benefits or privileges of City employees.

Section 8. This Contract contemplates the personal services of
Organization and Organization's employees. Organization shall not delegate its duties or
assign its rights under this Contract, or any interest in it or any portion of it, 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 the attempted
assignment or delegation.

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

Section 10.

A. Organization shall procure and maintain at Organization's

expense (which expense may be submitted to the City for reimbursement from
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grant funds allocated to Organization If itemized on Attachment "B"} for the

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

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

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

employees, volunteers or subcontractors.

LT'bg A11-00682

(1) Commercial general liability insurance (equivalent in
scope to ISO form CG 00 01 11 85 or CG 00 01 11 88) in an amount not
less than One Million Dollars ($1,000,000) per occurrence and Two Miilion
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 I1ISO 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 [ess 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.

(6) Commercial automobile liability insurance (equivalent in
scope to 1ISO 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

9
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percent (50%) of the total amount to be disbursed to Organization
hereunder or Twenty-Five Thousand Dollars ($25,000), whichever is iess, to
safeguard the proper handling of funds by employees, agents or
representatives of Organization who sign as the maker of checks or drafts
or in any manner authorize the disbursement or expenditure of said funds.

If delivering services to minors, seniors, or persons with disabilities,
Organization’s Commercial General Liability insurance shall not exclude coverage
for abuse and molestation. If Organization is unable to provide abuse and
molestation coverage, it can request a waiver of this coverage from the City. The
City's Risk Manager will consider waiving the requirement if Organization can
demonstrate to the satisfaction of the City's Risk Manager that Organization has no
exposure, that the coverage is unavailable, or that the coverage is unaffordable. If
a request for a waiver is desired, Organization must submit a signed document on
Organization's letterhead to the Director of the City's Department of Health and
Human Services, who will forward it to the City’s Risk Manager, providing reasons
why the insurance coverage should be waived. Waivers will be considered on a
case by case basis.

B. Any self-iinsurance 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 cancelied by the insured.
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C. Organization shall require that all contractors and
subcontractors that Organization uses in the performance of services under this
Contract maintain insurance in compliance with this Section unless otherwise
agreed in writing by the City’s Risk Manager or his/her designee.

D. Prior to the start of performance or payment of first invoice,
Organization shall deliver to the City certificates of insurance and required
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 are not adequate.

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

Section 11.

A. Organization certifies that, if grant funds are used for
11
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renovation or conversion of the building for which the grant funds will be used,
then the building must be maintained as a shelter for or provide supportive
services to homeless individuals for not less than ten (10) years nor more than
twenty (20) 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 583.305.

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
58, 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 583, and except as
described in Section 11.G below, Organization shall not:

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

12
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in the following conduct:

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

(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.

LT:bg A11-00882

(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

13
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independence from Federal, State, and local governments, and may
continue to carry out its mission, including the definition, practice, and
expression of its religious beliefs, provided that it does not use direct HUD
funds to support any inherently religious activities, such as worship,
religious instruction, or proselytization.

A religious or faith-based organization may use space in their
facilities to provide HUD funded services, without removing religious art,
icons, scriptures, or other religious symbois.

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 porticns 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
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improvements. Disposition of real property after the term of the grant, or
any change in use of the property during the term of the grant, is subject to
government-wide reguiations governing real property dispositions.
H. Organization shall provide homeless individuals and/or
families with assistance in obtaining:

(N 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.

l. 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 "[".

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

Section 13. The City shall facilitate the submission of all reports required

by HUD based on information submitted by Organization to the City. The City shall act
15
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as the primary contact for Organization to HUD for services provided under this Contract.
The City shall facilitate directly to HUD the submission of any information related to all
financial and programmatic matters in this Contract, including but not limited to
reimbursements of grant funds, requests for changes to Organization's budget, requests
for changes to Organization's application for grant funds and requests for changes to
Organization’s Technical Submission.

Section 14. All notices given under 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 15. The City Manager or his/her designee is authorized to
administer this Contract and all related matters, and any decision of the City Manager or
his/her designee in connection with this Contract shall be final.

Section 16. 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 17. This Contract, including all exhibits and attachments hereto,
constitutes the entire understanding of the parties and supersedes all other agreements,
oral or written, with respect to the subject matter herein.

Section 18. 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.

16
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Section 19. The acceptance of any service or payment of any money by

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

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

constitute

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

Section 20. This Contract shall be governed by and construed pursuant to

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

and one o

Section 21. In the event of any conflict or ambiguity between this Contract
r 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.

THE SALVATION ARMY, a California
nonprofit corporation

APRIL 2] , 2011 By (tellpn (tacy, —
VICE  Presidgnt
William t
ype rint ame
2011 mwst By Mc};
ecretary

Mlchael J. Woodruff
Type or Print Name

“Organization”

CITY OF_ LLONG BEACH, a municipal
corporation  _ Agsistant City Manager

5‘ (D , 2011 By

LT.bg A11-00682

City Manﬁge{mnom apt OF
THE NITY CHARTER.
“Clty"

This Contract is approved as to form on §,/ 3 , 2011,
ROBERT E. SHA N,f()ity}?orney
By AN A
17

L \Apps\CtyLaw32\WWPDocs\DOO2APO13\00243013.00C




Attachment “A”




City of Long Beach - Supportive Housing Program
2010 SHP
Scope of Work

Agency: The Salvation Army

HUD Grant: CAD8650B9D061003 CLB Contract:

Program Objective: The Salvation Army Transitional Living Center is located within the
Villages at Cabrillo and provides 16 units of transitional housing (approximately 60 beds,
depending on family size) with supportive services for homeless families. Supportive services
are tailored to the specialized needs within each household to assist them in achieving stability
and self-reliance. Salvation Army staff attend the Multi-Service Center monthly inservices,
advisory board meetings and case conferences. Intakes for vacancies at the TLC program are
coordinated with the MSC intake case management team. On site services include
comprehensive case management, transportation assistance, life skills

tramning, and referral to appropriate off site services based on individual case plans. Ancillary
services mclude health and mental health services, substance abuse, educational and
vocational services, child care, and job preparation and placement services.

Outcomes/Performance Measures

Universe # Target # Target %

Persons exiting to permanent housing
1 |(subsidized or unsubsidized) during the 19 12 63%
operating year.

Persons age 18 and older who maintained or
increased their total iIncome {from all 19 11 58%

2 sources) as of the end of the operating year

or program exit

Participants entry to exit is 12 months or o
3 lless. a) Reduce TH average length of stay 19 1 58%
4 [HMIS Data Quality’ Reduce Nuli data values 510 26 5%

Note Universe number reflects project participant chart PIT
HMIS - Universe number is eslablished by multiplying the number of aduit (in famiiies and singles) and children as program

participants x 10 data elements for each chent record
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CITY OF LONG BEACH

Continuum of Care Homeless Assistance - Supportive Housing Program 2010
Program Budget for The Salvation Army Program Contract # CA0650B9D061003 Transitional Living Center City Contract #

{Operations) and Administration.

1. Real Property Leasing 12,818 For payment of actual rent of transitional housing facility.
SUPPORTIVE SERVICES |
1. Program Director - 0 15 FTE 2,160 Provides direct service through individual case management for residents (Salary + Benefits) -
>
2. Case Manager - 0 20 FTE 2,775 Provides case management services, information and referral to clients. (Salary + Benefits) Q 5
3 Case Worker - 0.50 FTE 3,773 Provides ass&star}ce Fo residents with program—rglated questions and problems, implementing ()_:
case plans to fulfill client goals. {Salary + Benefits) T ¥
4. Program Supplies 450 Payment for Medical expenses; Dining/Kitchen supplies r%
Q z
m
5 Food 1,675 Payment for Client foods. .-l
TOTAL SUPPORTIVE SERVICES 10,733 Total Project Budget for Supportive Services - :
APPLICANT CASH MATCH 2,147 Project Sponsors required .cash mgtch. Difference between Total Supportive Services and o Y.F’ﬂ
Total SHP Request {Supportive Services). » |
SHP REQUEST (SUPPPORTIVE SERVICES) 8,586 Total SHP Request for Supportive Services ﬂ !
wn
OPERATIONS _]
1. Maintenance/Repair 1,500 General Maintenance and repair of the facility
2. Director - 0 50 FTE 7,204 Provides direct service through individual case management for residents (Salary + Benefits)
3 Case Worker - 10 FTE 7 548 Provides as&stapoe Fo residents with program-related questions and problems, Implementing
case plans to fulfill client goals. (Salary + Benefits)
4 Residential Monitor - 3.0 FTE 22,604 Provudgs supervision to residents involving meals, housekeeping, leisure activities and monitors
the facility (Salary + Benefits)
5. Utilihes 600 Payment for Telephone expenses $200/month
6. Supplies 300 Payment for consumable supplies
7 Insurance 0 Payment for General and Professional Liability 4
8. Transportation 1,144 Payment for Vehicle insurance, fuel. licenses & permits and repairs and maintenance 27 B
TOTAL OPERATIONS 40,900 Total Project Budget for Operations
APPLICANT CASH MATCH 10,225 Project Sponsors required cash match. Difference between Total Operations and Total SHP
Request (Operations).
SHP REQUEST (OPERATIONS) 30,675 Total SHP Request for Operations
Administration (1%) 521 For administration of grant {(1%=%521, City of Long Beach 4%=%2,083)
TOTAL CITY OF LONG BEACH CONTRACT 52,601 Reatl Property Leasing, Total SHP Request (Supportive Services), Total SHP Request
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eLogic Mode! ® Year 1

OMB Approval 2535-0114 exp. 2/28/2011
Applicant Legal Name |City of Long Beach
CCR Doing Business As Name|LONG BEACH DEPT QF HEALTH AND HUMAN SERVICES
HUD Program Contmiuum of Care Reporting Period
Program Component Supportive Housing Program Reporting Start Date DUNS No.| 130009269 -E
Project Name Transiional Living Center Reporting End Date
HUD } Policy Needs Services/Activities Measures Outcomes Measures
Goals | Priority .
1 2 3 4 5 [3]
Policy Planning Programming Pre [ Post [ YTD Impact Pre | Post | YTD Accountability
2A Transitonal housing  |Case Management-Homeless persons Persons Housing-Hometess participanis moved to Persans
programs are needed to |provided case management | Persons permanent housing-All { Persons A. Tools for Measurement
help homeless indwiduals
30D and families Move o self- 19 2
sufficlency
Housing-Housng placement-All | Persons Persons #VALUE! Program specific formis)
Mgt Info System-autcmated
19
#VALUE) HVYALUE! o
o >
m 3
.
I ¢
#VALUE! #YALUE! -
" ] n
8. Where Data Maintained H T
i =
o2
WALUE! #VALUE! Centraiized Oatabase m 3
Individual case records ol
o
' H
HVALUE! #VALUE! i
'D
g i
m
w
3C 1a Homeless persons lack [Empioyment-Homeless persons provided Persons Employment-Homeless participants obtained Persons
the skills and income and [employment assistance-All | Persons employment-All | Persans C. Source of Data —
other resources needed to
3D 1b obtain and maintain self- 19 5
sufficiency
5c Policy Prionty-Housing as a Platform-access to Persons Policy Prionty-Housing as a Platform-Homeless Persons HMIS
benefits-Homeless persons provided access to parsens oblained public benefits as a result of Progress reporls
public benefits {food stamps. TANF Medicad HUD providing Iinkages to appropnate
§S! S5 WIC SCHIP, etc) |Persons 19 agenciesfprograms (Persons 4
HVALUE! #VALUE! Employment records
#VALUE! #VALUE!
D. Frequency of Collection
#VALUE! HVALUE! Weekly




eLogic Model &
Applicant Legal Name
CCR Doing Business As Name
HUD Program
Program Component|

Project Name

Year 1

City of Long Beach

LONG BEACH DEPT QF HEALTH AND HUMAN SERVICES

Continuum of Care

Supportive Housing Program

Transitional Living Center

Reporting Period
Reporting Start Date

Reporting End Date

OMB Approval 2535-0114 exp. 2/28/2011

HUD | Palicy Needs Services/Activities Measures Outcomes Measures
Goals | Priority
1 2 3 4 5 6
Palicy Planning Programming Pre Post YTD Impact Pre Post YTD Accountability
Monthly
BVALUE! #VALUE' Annually
#VALUE! #VALUE!
] E. Processing of Data
BVALUE' #VALUE" Relational database
Computer spreadsheets
HVALUE' #VALUE!
HVALUE! HVALUE'
HYALUE! HVALUE!
<
HVALUE! HVALUE!
>
#VALUE! #VALUE! @
N @
=
b}
1
#YALUE! #VALLE'
HVALUE HVALUE'

h
Kre1010p5 “Frupooff * ety
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Ofc. of Asst. Secy., Comm. Planning, Develop., HUD . §583.1

thy  Approwal. Approval for such
changes 1s contingent upon the applica-
tion ranking remaining high enough to
have been competlitively seiected for
funding 1n the year the application was
selected.

$562.410 Obligation and deobligation
of funds.

ta) Obligation of funds. When HUD and
the applicant execute a grant agree-
ment. HUD will obligate funds o cover
the amount of the approved grant The
recipient will be expected to carry out
the activities as proposed in the appli-
cation. After the mnitial obligcation of
funds. HUD 1s under no obligation to
make any upwald revisions to the
grant amount for any approved assist-
ance,

th) Deobhgaiion (1) HBUD may
deoblizate all or a portion of the ap-
proved grant amount if such amount is
not expended in a timely manner. or
the proposed housing for which funding
was approved or tlie suppertive services
proposed 1n the application are not pro-
vided 11 accerdance with the approved
application., the reguiremsnts of this
part. and other applhicable HUD regala-
tons. The grant agreement may set
fortl other circumstances under which
funds meayv he deobligated. and other
sanctions may be imposed:

(2) HUD may readvertise, in a notice
of fund availability. the availability of
funds that have Dbeen deobligated. or
may reconsider applications that were
submitted 1 response to the most re-
cently published notice of fund avail-
ability and select applications for fund-
ng with the deobligated funds. Such
selections would he made in accordance
with the selection process described n
§582.220 of this part. Any selections
made using deobligated funds will be
subject to applicable appropriation act
reguirements goveruing the use of
deobligated funding authority
tApproved by the Office of Mahagement and
Budget under contre) number 2506-01181

PART 583—SUPPORTIVE HOUSING
PROGRAM

—- Subpart A—General

Hec
5821 Purpose and scope

2
len

803.0 Defuntions.
Subpart B—Assistance Provided

583 100 Types and uses of assistance

583.105 Grants for acquisition and rehabili-
tation

583,110 Grants {fo1 new construction

583.115 Grants for leasing.

583.120 Grants o1 snpportive service costs

583.125 Grants fo: operating costs,

583.130 Commuitiment of grant amounts o,
leasing. SUpportive services, and oper-
4llng COSLE

583 135  Admanistrative costs

583.140 Techmica) assistance.

583 145 Matching reguirements

583.150 Limitations on use of assistance

583 150 Consolhidated plan.

Subpart C—Application and Grant Award
Process

583.200 Apphication and grant award.
583.230 Enviroumental review,
583.235 Renewal grants.

Subpart D—Program Reguirements

583.300 General operation

583.305 Term of commitment; repayment of
grants, prevention of undue benefits

583.310 Dsplacement relocation. and acqui-
sition

5B3 315 Resident rent

583 320 Site control

583.323 Noudiseriminatyon and equal oppol-
tunity reguirements,

583.330 Applicability of other Federal re-
quirements,

Subpart E—Administration

583.400 Grant apreement

583.403 Program changes.

583.410 Ohligation and deoblization of funds
AUTHORITY, 42 U S C. 11380 and 3535(d)y

SOURCE 58 FR 13871, Mar. 15 1983 unless
otherwise noted.

Subpart A—General

£5838.1 Purpose and scope.

ta) General. The Supportive Housing
Program 18 authorized by title IV of
the Stewart B. McEinney Homeless As-
sistance Act (the McKinney Acl) 42
U.S.C. 11381-11389). The Supportive
Housing program is designed to pro-
mote the development of supportive
Lousing and supportive services, in-
cluding whovative approaclies to assist
homeless persons 1 the transition
from homelessness, and $o promote the

i L
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§583.5

provision o! sepportive housing to
homeless persons 1o enable them to
Iive as independently as possible.

() Cemponents. Funds under this part
may be ased for:

{1y Transitional housing to facilitate
the movement of homeless individuals
and families 1o permanent housing:;

(2) Permanent housing that provides
long-term housing for homeless persons
with disahilities;

(3) Housing that is, or is part of. a
particularly innovative project for. or
alternative methods of. meeting the
immedtate and long-term needs of
homeless persons: or

(4) Supportive services for homeless
persons not provided m conjunction
with supportive housing.

[58 FR 13671 Mar 15.1983. as amended at 61
FR 31175, Sept. 30, 19986]

$583.5 Definitions.

Asg used in this part:

Applicant is defined in secction 422(1)
of the McKinney Act (42 U.S.C
11382(1)). For purposes of this defini-
tion, governmental entities include
those that have general governmental
powers (such as a city or county), as
well as those that have limited or spe-
cial powers (such as public housing
agencies).

Consghidated plan means the plan that
a Junsdiction prepares and submats to
HUD in aceordance with 24 CFR part
a1,

Date of mmitial occupancy means the
date that the supportive housing 1s 1ni-
tially occupied by a homeless person
for whom HUD provides assistance
under this part If the assistance is for
an existing homeless facility. the date
of inmttiel occupancy is the date that
services are first provided to the resi-
dents of supportive housing with fund-
ing under this part.

Date of wnitiai service provision means
the date that supportive services are
initially provided with funds under this
part to homeless persons who do not
reside in supportive housing. This defl-
nition applies only to projects funded
under this part that do not provide sup-
portive housing.

Disability is defined in section 422(2)
of the McKinney Act (42 U.S.C.
11383¢2)).

: 24 CFR Ch. V (4-1-09 Edition)

Homeless person means an individuai
or family that is described in section
103 .of the McERinney Act (42 U S.C,
11302).

AMetropolitan city is defined in section
102tait of the Housing and Commu-
nity Development Act of 1974 (42 U.3.C.
5302(a)i4)). In general. metropolitan cit-
ies are those cities that are eligible for
an entitlement grant under 24 CFR
part 370. subpart D.

New construction means the building
of a structure where none existed or an
addition to an existing structure that
increases the floor area by more than
100 percent.

Operating costs is defined in section
422(5) of the McKinney Act (42 U.8.C.
11382(5)).

Qutpatient health services 15 defined in
section 422(6) of the McKinney Act (42
U.8.C. 11382161,

Permanent housing for homeless persons
with disubilities is defined in section
424(z) of the McKinney Ast (42 U.8.C.
11384(ch.

Privute monprofit organization is de-
fined in section 422(7) (A), (B). and (D)
of the McKinney Act (42 U.8 C. 11382(7)
(4), (B), and (D}). The organization
must also have a functioning account-
ing system that is operated in accord-
ance with generally accepted account-
ing principles, or designate an entity
that will maintain a functioming ac-
couting system for the organization
in accordance with generally acceptod
accounting principles.

Project is defined in sections 4228,
and 424(d) of the McKinney Act (42
U.8.C. 11382(8), 11384(d)).

Recipient is defined in section 422(9) of
the McKinney Act (42 T.8.C. 11382(8)).

Rehabilitation means the 1mprove-
ment or repair of an existing structure
or an additien to an existing structure
that does not increase the [loor area by
more than 100 percent. Rehabilitation
does not include minor or routine re-
pairs

Stute is defined in section 422(11) of
the McKinney Act (42 U.S.C. 11382(11)).

Supportive housing is defined in sec-
tion 424(a) of the McKinney Act (42
U.8.C. 11384(a)).

Supportive services is defined in sec-
tion 425 of the McKinney Act (42 U.8.C.
11385).

252
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Ofc. of Asst. Secy., Comm. Pianning, Develop., -HUD

Transtbwonul housing 18 defined 1 sec-
tion 424h) of the McKinney Act (42
U.8.C. 11384(b)). See also §583.300(j)

Tribe 15 defined 1n section 102 of the
Heousine and Community Development
Act of 1974 (42 TU.8.C. 5302).

Urban county 15 defined in section
102cang) of the Housing and Commu-
nity Developnient Act of 1974 (42 U.B.C.
53020261, In general. urban counties
are those countles that are eligible for
an entitlement grant under 24 CFR
part 370. subpart D.

fél FR 51175, Sept 30. 1996)

Subpart B—Assistance Provided

$583.100 Types and uses of assistance.

(a) Grant asststunce. Assistance in the
form of grants is available for acquisi-
tion of structures. rehabilitation of
structures, acquigition and rehabilita-
tion of structures. new construction.
leasing. operating costs for supportive
housing, and suppertive services. as de-
seribed in §§5683.105 through 583.125. Ap-
plicants may apply for more than one
type of assistance.

thy Uses of grant assistance Grant as-
s18LanCE may he used 107

(1} Establish new supportive housing
facilities or new facilities to provide
supportive services:

(2) Expand existing facilities in order
to increase thie number of homeless
persons served:

(3) Bring existing facilities up Lo 2
level that meets State and local gov-
ernment health and safety standards;

(4) Provide additional supportive
services for residents of supportive
housing or for homeless persons not re-
siding 1n supportive housing:

(5) Purchase HUD-owned single fam-
ily properties currently leased by the
applicant for use as a homeless facility
ander 24 CF part 291: and

i§) Continue funding supportive hous-
mg where the recipient has received
funding wunder this part for leasing.
supportive services. or operating costs.

(c) Structures wused for multiple pur-
poses. Structures used to provide sup-
portive lipusing or sSupportive services
may alsc he ussd for other purposes.
except that assistance under this part

T Twill. be available cnly in proportion to

Lthe use of the structure for supportive
housing or supportvive services,

o
P

§583.110

d) Techmical assistance HUD may
offer technical assistance. ag described
in §583.140.

[55 FR 13871, Mar 15. 1993, as amended at 3%
FF 36891 Julr 19. 1944)

£583.105 Grants for acguisition and
rehabilitation.

ta)y Use HUD will grant funds 1o ve-
cipients to:

(1) Pay a portion of the cost of the
acquisition of real property selected by
the recipients for use 1n the provision
of supportive housing or supportive
services, including the repavment of
any outstanding debt on a loan made
to purchase property that has not been
used previously as supportive housing
or for supportive services,;

(2) Pay a portion of the cost of reha-
hilitation of structures. including cost-
effective energy measures, selected by
the recipients to provide suppertive
housing or supportive services: or

(3) Pay a portion of the cost of acgul-
sition and rehabilitation of structures.
as described 1n paragraphs (a)xl) and 2
of this section.

(b} Amount, The maximam grant
available for acguilsition. rehah:lita-
tion, or acguisition and rehabilitation
18 the lower of:

(1, $200.000: or

{2) The total cost of the acquisition.
rehabilitation, or acquisition and rcha
bilitation minus the applicant’s con-
wrihution toward the cost.

(c)y Increased cnounts. I areas deiel
mined by HUD tc havs high acguisition
and 1ehabilitation costs, grants of
more than $200.000, but not more Lhan
$400.000, may be avajlable.

§583.110 Grants for new construction.

(a) Use. HUD will grant funds tu re-
cipients Lo pay a portion of the cost of
new construction, including cost-effec-
tive energy measures and the cost of
land associated with that construction.
for use mn the prowvision of supportive
housing. If the grant funds are used for
new construction., the applicant must
demonsgtrate that the costs associatedd
witll new construction are substan-
tially less than the costs associated
with rehabilitation or that there is a
lack of availaBhle appropriate univs that
could he rehabilitated at a cost less
than new construction. For purposes of

33
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§583.115 .
this ecost comparison, costs associlated
with rehabilitation or new construc-
tion may 1nclude the cost of real prop-
erty acquisition.

thy  Amount. The maximum granht
avaliahle for new construction jis the
lower of:

(1) $400 000: or

2y The total cost of the new con-
struction, including the cost of land as-
sociated with that construction. minus
the applicant’s contribution toward the
cost of same.

§583.115 Grants for leasing.

ta) Genergl. HUD will provide grants
to pay (as described in §583.130 of this
part) for the actual costs of leasing a
structure or structures., or portions
thereof, used to provide supportive
Liousing or supportive services for up to
five years.

(bX1) Leasing structures. Where grants
are used to pay rent for all or part of
structures, the rent paid must be rea-
sonable in ;’rela'cion to rents being
charged in “the area for comparahle
space. In addition, the rent paid may
not exceed rents currently being
charged by the same owner for com-
parable space.

(2v Leastng mdmidual units. Where
grants are used to pay rent for indi-
vidual housing umts, the rent paid
must be reasonahle in relation to rents
heing charged for comparable units.
taking itnto _account the iocation. size,
Ly we, guality, amenities, facilitiss, and
management services. In addition, the
rents may not exceed rents currently
being charged by the same owner for
comparable unassisted units, and the
portion of rents paid with grant funds
may not exceed HUD-determined fair
market rents. Recipients may use
grant funds in an amount up to one
month's rent to pay the non-recipient
landlord for any damages to leased
units by homeless participants.

{58 FR 13871, Mar 15. 1993, as amended at 59
FE 36891. July 19, 1994]

§583.120 Grants for supportive serv-
ices costs.

(a) General. HUD will provide grants

Yo pay (as described in §583.130 of this

part) for the actual costs of supportive

services for homeless persons for up to

five years. All or part of the supportive

24 CFR Ch. V (4-1-09 Editigon)

services may be provided directly by
the recipient or by arrangement with
public or private service providers.

(b) Supportive services costs. Costs as-
sociated with providing supportive
services include salaries paid to pro-
viders of supportive services and any
other costs directly associated with
providing such services. For a transi-
tional housing project, supportive serv-
1ces costs also include the costs of serv-
ices provided to former residents of
transitional housing to asstst their ad-
Jastment to independent living. Such
services may be provided for up to six
months after they leave the transi-
tronal hiousing facility.

[56 FR 13871, Mar. 15. 1893. as amended at 39
FR 36891, July 19, 19%4)]

§582.125 Grants for operating costs.

ta) General., HUD will provide grants
to pay a portion (as described 1n
§583.130) of the actual operating costs
of supportive housing for up to fiye
vears. N

(h) Operating costs. Operating costs
are those associated with the day-to-
day operation of the supportive hous-
mg. They also mclude the actual ex-
penses that a recipient incurs for con-
ducting on-going assessments of the
supportive services needed by residents

lzmd the availability of such services:

relocation assistance under §583.310, in-
cluding payments and services; and in-
gurance, -

(¢ Reciment match requwrement for op-
erating costs. Assistance for operating
costs will be available for up to 75 per-
cent of the total cost in each year of
the grant term. The recipient must pay
the percentage of the actual operating
costs not funded by HUD. At the end of
each operating year, the recipient must
demonstrate that it has met its match
requirement of the costs for that year.
{58 TR 13B71. Mar. 15, 1983, as amended at 61
FR 51175, Sept. 30, 1898; 85 R 30823, May 12.
2006)

§583.130 Commitment of ant
amounts for leasing, supportive
services, and operating costs.

Upon execution of a grant agreement
covering assistance for leasing, sup-
portive services, or operating costs,

"HUD will obligate amounts for a period

not to exceed five operating years. The
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total amount obligated will be egual to
an amount necessary for the specified
vears of operation. less the recipient s
share of operating costs.

(Approved by the Office of Management and
Budget under OME control number 2506-0112)

{54 FR 36891, Jaly 19, 1994]

4583.135 Adminisirative costs.

(a) General. Up to five percent of any
grant awarded under this part may he
used for the purpose of paying costs of
administering the assistance.

(b) Admimstrative costs Administra-
tive costs mclude the costs associated
with aeccounting for the use of grant
funds. preparing reports for submission
to HUD, obtaining program audits.
similar costs related to administering
the grant after the award, ang siaff sal-
aries associated with these adminmistra-
tive costs. They do not include the
costs of carryving out eligible activities
under §§583.105 through 583.125.

{56 FR 13871, Mar. 15, 1893, as amended at 6l
FR 51175 Sept 30 1996]

§583.140 Technical assistance.

to) General HUD may set asiie funds
annually to provide technical assist-
ance. either directly by HUD staff or
indirectly  through third-party pro-
viders. for any supportive housing
project. This technical assistance 1s for
the purpose of preomoting the develop-
moent ot supportive housing and sup-
portive services as part of a continunm
of care approach. including innovative
approaches to assist homeless persons
m the transition from homelessness,
and promoting the provision of sup-
portive housing to homecless persens to
enable them to live as independently as
possible.

(by Uses of lechnical assistance. HUD
may use these funds to provide tech-
nical assistance to prospective appli-
cants. applicants, recipients. or other
providers of supportive housing o1 serv-
ices for homeless persons., for sup-
portive housing projects. The assist-
ance may include. but is not limited to.
written information suclh as papers,
monographs. manuals. guides. and bro-
chures: person-to-person _ exchanges:
and training and relaled costs.

(¢c) Selection of providers. From time
to time. as HUD determines the need.
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IIUD may advertise and competitively
select providers to deliver techmecal as-
sigtance. HUD may enter into con-
tracts, grants. o' cooperatlve agree-
ments. when necessary. to 1mplement
the technical assistance.

159 FR 36892, July 19. 1964]

4 583,145 Matching regquirements.

ta) General. The recipent must
match the funds provided by HUD for
grants for acquisition. relwahbilitation,
and new construction with an equal
amount of funds from other sources.

(hy Cash resources. The matching
funds must be cash resources provided
to the project Ly one or more of the
following: the recipient. the Federal
government. State and local govern-
ments, and private resources. i ac-
cordance with 42 U.8.C. 11386. Tinas
statute provides that a recipient may
ase funds from any source. including
any other Federal source (hut exclud-
ing the specific statutory subtitle from
which Supportive Housmg Program
funds are provided;. as well as State.
local. and private sources, provided
that funds from the other source are
no statutorily prohiLbated Lo be used ak
a match. It is the responsibility of the
recipient to ensure that any funds used
to satisfy the matching requirements
of this section are eligible under the
laws governing the funds to be used as
matehing funds for a grant awanrded
undey this program.

(c) Mantenance of effori. State or
local govermment funds used in the
matching contribution are subject to
the maintenance of effort regquirements
described at §583 150ia).

[538 FR 18871, Mar 15, 1993. as amended at 73
FR 75326, Dec. 11, 2008]

584,150 Limitations on use of assist-
ance.

(tay Mamitenance of effort. No assist-
ance provided under this part tor any
State or local governmient funds uscd
to supplement this assistance) mayx be
used to replace State or local funds
previously used. or designated for use,
to assist homeless persons.

() Faith-based activities. (1) Organiza-
tions that are religious or.faith-based
are eligible. on the same basis as any
other organization., to participate in
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the Suppertive Housing Program. Nei-
ther the Federal government nor a
State or local government receiving
funds under Supportive Housing pro-
yraims shall discriminate against an or-
canization on the basis of the organiza-
tion’s religious character or affiliation.

(2} Organizations that are directly
funded under the Supportive Housing
Program may not engage in inherently
religious activities, such as worship,
religious instruction. or proselytiza-
ticn as part of the programs or services
Tanded under this part. If an organiza-
tion conducts such activities. the ac-
tivities must be offered separately, in
time or lecation. from the programs or
services funded under this part. and
participation must be voluntary for the
beneficiaries of the HUD-funded pro-
grams or services.

(3) A religious orzanization that par-
ticipates in the Supportive Housing
Program will retain 1ts independence
from Federal. State, and local govern-
mexnts, and may continue to carry out
its ‘mission. including the definition.
praciice. and expression of its religious
beliefs. provided that it does not use di-
rect Supportive Housing Program
funds to support any inherently reli-
gious activities. such as worship. reli-
gious instruction, or proselytization.
Among other things. faith-based orga-
nizations may use space in their facili-
ties to provide Supportive Housing
Program-funded sorvices, without re-
moving religious art, icons. scriptures.
or other religious symbols. In addition.
a Bupportive Housing Program-funded
religions organization retains its au-
thority over its internal governance.
and it may retain religious terms in its
organization’s name. select its board
members on a religious basis, and in-
cludce religious references in its organi-
zation’s mission statements and other
governing documents.

(4) An organization that participates
in the Supportive Housing Program
shall not. in providing program assist-
ance. discriminate against a program
beneficiary or prospective program
beneficiary on the basis of religion or
religious belief.

(3) Program funds may not be used
for.-the acquisition, construction. or re-
habilitation of strictures to the extent
that those structures are used for in-

24 CFR Ch. V (4-1-09 Edition)

herently religious activities. Program
fands may be used for the acquisition.
construction., or rehabilitation of
structures only to the extent that
those siructures are used for con-
ducting eligible activities under this
part. Where a structure is used for both
eligible and inherently religious activi-
ties, program funds may not exceed the
cost of those portions of the acguisi-
tion. construction, or rehabilitation
that are attributable to eligible activi-
ties in accordance with the cost ac-
counting requirements applicable to
Supportive Housing Program funds in
this part. Sanctuaries, chapels, or
other rooms that a Supportive Housing
Program-funded religious congregation
uses as its principal place of worship,
however, are ineligible for Supportive
Housing Program-funded improve-
ments, 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 gov-
ernment-wide regulations  governing
real property disposition (3ee 24 CFR
parts 84 and 85).

(6) If a State or local government vol-
untarily contributes its own funds to
supplement federally funded activities.
the State or local government has the
option to segregate the Federal funds
or commingle them. However, if the
funds are commingled, this section ap-
plies to all of the commingled funds.

(¢) Participant control of site. Whare an
applicant does not propose to have con-
trol of a site or sites but rather pro-
poses Lo assist a homeless family or in-
dividual 1n obtaining a lease, which
may include assistance with rent pay-
ments and receiving supportive serv-
1ces, alter which time the family or -
dividual remains in the saime housing
without further assistance under this
part, that applicant may not request
assistance for acguisition, rehabilita-
tion, or new construction.

[68 FR 13871, Mar. 15, 1593, as amended at 59
FR 36892, July 19, 1993; 68 FR 56407, Sept. 30.
2003)

§583.155 Consolidated plan.

(a) Applicants that are States or wnits
of general local govermment. The appli-

cant must have a HUD-approved com-..

plete or abbreviated consolidated plan.
in accordance with 2¢ CFR part 91, and
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must submit a certification that the
application for funding 1s consistent
with the HUD-approved consolidated
plan. Funded applicants must certify in
a grant agreement that they arc fol-
lowing the HUD-approved consolidated
plan,

(D) Applicants that are not Staigs o1
units ¢f general local governmient. The
applicant must submit a certification
by the jurisdiction in which the pro-
posed project will be located that the
applicant’'s application for funding 1s
consistent with the jurisdictions HUD-
approved consolidated plan. The cer-
tification must be made by the unit of
general local government or the State,
111 accordance with the consistency cer-
tification provisions of the consoli-
dated plan regulations. 24 CFR part 91,
subpart F.

re) Indwn tribes and tire Insulay 4reas
of Guam, the U.S. Virgin Islunds, dmer-
feun Samoa, and the Northern Mariana
Islunds. These entities are not required
Lo have 4 consolidated plan or Lo make
consolidated plan certifications. An ap-
plication by an Indian tribe or other
applicant for a project that will he lo-
cated on a reservaticn of an Indian
tribe will not reguire a certification by
the tribe or the State. However. where
an Indian tribe is the applicant for a
project that will not be located on a
reservation, the requirement for a cer-
tification under paragraph () of this
saction will apply

ty Tinung of consohdated plan certefi-
catiwon submussions. Unless otherwise sat
forth in the NOFA. the required certifi-
cation that the application for funding
1= consistept with the HUD-approved
consolidated plan must be submitted
by the funding application submission
deadline announced in the NOFA.

[G0 FR 16380 Mar 30. 1985]

Subpart C—Application and Grant
Award Process

$583.200 Application and grant award.

When funds are made available for
assistance. HUD will publish a notice
of funding availability (NOFA) in the
FEDERAL REGISTER 1n accordance with
the requirements of 24 CFR part 4 HUD
will review and screen applications in
accordance with the requirements in

2

§583.230

gection 426 of the McKmney Act (42
T.8 C. 11386) and the guldelines. rating
criveria. and procedures published 1n
Lhe NOFA.

[61 TR 51176, Sept 30. 1896])

$583.230 Environmental review.

(a1 Activities under this part are sub-
Ject to HUD envirenniental regulations
in part 58 of this title, except that HUD
will perforim an environmental review
in accordance with part 50 of tlus title
prior to its approval of any condi-
tionally selected applications for Fis-
cal Year 2000 and prior years that were
received directly from private non-
profit entities and governmental enti-
ties with special or limited purpose
powers. For activities under a grant
that generally would ke subject to re-
view under part 58, HUD may make a
finding in accordance with §58 11id} and
may itself perform the environmental
review under the provisions of part 50
of this title if the recipient objects in
writing to the responsible entity’'s per-
fornung the review under part 58 Irre-
spective of whether the responsibhle en-
tity in accord with part 58 (or HUD 1n
accord with part 30 performs the enty
ronmental review, the recipient shall
supply all available. relevant informa-
tion necessary for Lhe responsible enti-
ty (or HUD. if applicable) to periorm
for each property any environmental
review required by this part.- The re-
cipient also shall carry out mitigating
measures requred by the responsible
entity (or HUD, 1f applicable! or sclect
alternate eligible property. HUD may
elimnate from consideration any ap-
plication that would require an Envi-
ronmental Impact Statement (EIS).

() The recipient, its project partners
and their contractors may not acquire.
rehamlitate, convert. lease. repair. dis-
pose of. demolish or construct properiy
for a project under this part. or com-
mit or expend HUD or local funds for
such eligible activities under this part,
until the responsible entity (as defined
in §58.2 of this title) has comnpleted the
environmental review procedures vre-
quired by part 58 and the environ-
mental certification and RROF have
been approved or HUD hasg performed
an environmental review under part 50_
and the recipient has received HUD ap-
proval of the property. HUD will not

7 R -
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release grant funds if the recipient-or
any other party commits grant funds
tle., incurs any costs or expenditures
10 be pard or reimbursed with such
funds) efore the recipient submits and
HUD approves its RROF (where such
submission is required).

(68 FR 36131, Sept. 29, 2003]

£583.235 Renewal grants.

ta) General. Grants made under this
part. and grants made under subtitles
C and D (the Supporuive Housing Dem-
onstration and SAFAH. respectively} of
the Stewart B. McKinney Homeless As-
sistance Act as in effect before October
28, 1992, may be renewed on a non-
competitive basis to continue ongoing
leasing, operations, and supportive
services for additional years heyond
the initial funding period. To be con-
sidered for renewal funding for leasing,
operating costs, or supportive services,
recipients must submit a request for
such funding in the form specified by
HUD, must meet the requirements:of
this part, and must submit reqguests
within the time period established by
HUD.

(b} Assistance avauable. The first re-
newal will he for a period of time not
1o exceed the difference between the
end of the initial funding period and
ten vears from the date of initial occu-
pancy or the date of initial servics pro-
vieion, as applicable. Any subsequent
renewat will be for a period of time riot
to exceed five years. Assistance during
each year of the renewal period, sub-
ject to maintenance of effort require-
ments under §583.150ta) may be for:

(1) Up to 50 percent of the actual op-
erating and leasing costs in the final
yvear of the initial funding period;

t2) Up to the amount of HUD assist-
ance for supportive services in the final
year of the initial funding period: and

(3) An allowance for cost increases.

(¢ HUD review. (1) HUD will review
the request for renewal and will svalu-
ate the recipient’'s performance in pre-
vious years against the plans and goals
sstablished in the nitial application
for assistance, as amended. HUD will
approve the request for renewal unless
the recipient proposes to serve a popu-
-lation that_is not homeless, or the re-
cipient has not shown adeguate
progress as evidenced by an unaccept-

24 CFR Ch. V (4-1-0% Edition)

ably slow expenditure of funds. or the
recipient has been unsuccessful in as-
sisting participants in achieving and
maintaining independent living. In de-
termining the recipient’s success in as-
sisting participants to achieve and
maintain independent living. consider-
ation will be given to the level and
type of problems of participants. For
recipients with a poor record of suc-
cess, HUD will also consider the recipi-
ent’s willingness to accept technical
assistance and to make changes sug-
gested by technical assistance pro-
viders. Other factors which will affect
HUD's decision to approve a renewal
request include the following: a con-
tinuing history of inadeguate {inancial
management accounting practices, in-
dications of mismanagement on the
part of the recipient, a drastic reduc-
tion in the population served by the re-
cipient. program changes made by the
recipient without prior HUD approval,
and loss of project site.

(2) HUD reserves the riglit to reject a
request from any organization with an
outstanding obligation to HUD that is
in arrears or for which a payment
schedule has not been agreed to, or
whose response to an audit {inding is
overdue or unsatisfactory.

(3y HUD will notify the recipient in
writing that the request has bheen ap-
proved or disapproved. *

(Approved by the Office of Management and
Budyet under control number 2506-0112)

Subpart D—Program Requirements

§583.300 General operation.

(a) State and local requirements. Bach
recipient of assistance under this part
must provide housing or services that
are in compliance with all applicahle
State and local housing codes., licens-
ing requirements. and any other re-
gquirements in the jurisdiction in which
the project 15 located regarding the
condition of the structure and the op-
eration of the housing or services.

(h) Habitability standards. Except for
such variations as are proposed by the
recipient and approved by HUD, sup-
portive housing must meet the fol-
lowing requirements:

(1) Structure and materials_The struc- .

tures must be structurally sound so as
not to pose any threat to the health
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and safety of the cccupants and so as
to provect the residents from the cle-
ments.

(2) Adccess, The housing must be acces-
sible and capable of heing utilized
withont unauthorzed use of other pri-
vate properties. Structures must pro-
vide alternate means of egress in case
of fire.

(3) Spuce und securtty Each resident
must be afforded adequate space and
security for themselves and their be-
longings. Each resident must he pro-
vided an acceptable place to sleep.

14y Interior air quality. Every room or
space must be provided with natural or
mechanical  ventilation. Structures
must be free of pollutants in the air at
levels that threaten the health of resi-
dentis.

(5; Water supply. The water supply
must be {ree from contamination.

16y Sumtary facilities. Residents must
have access to sufficient sanitary fa-
cilifies that are in proper operating
condition. may be used in privacy. and
are adeguate for personal cleanliness
and the disposal of human waste.

7y Thermmal entirenment. The housing
must have adeguate heating andor
cooling facilities in proper operating
condition,

(8) HNlununation and eclectricity. The
housing’ must have adeguate natural or
artificlal illummnation to permit nor-
mal indoor activities and to support
the health and safety of residents Suf-
lieient elscirical sources musl be pro-
vided to pernmuit use of essential elec-
trical appliances while assuring safety
irom ire.

(9) Food preparation and refuse dis-
pesal All {food preparation arecas must
contain suitahle space and eguipment
t0 store. prepare. and serve food in a
SANLATY Mmanner

(10) Santtary conditton. The housing
and any equipment must be maintained
in sanitary condition.

111y Fire safety. (i) Each umit must in-
clude at least one bhatterv-operated or
hard-wired smoke detector. in proper
workine ¢ondition. on each occcupled
level of the unit. Smoke detectors
must be located. to the extent prac-
ticable. in a hallway adjacent to a bed-
_ room._If the unit is occupred by hear-
ing-1mpaired persons, smoke detectors
must have an alarm systemn designed
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for hearing-lmpaired persons in each
bedroom oc¢cupied by a hearng-un-
paired person.

(i1} The public areas of all housing
must be eqguipped with a sufficient
number. but not less than one for each
area, of battery-operated or hard-wired
smoke detectors. Public areas include.
hut are not limited to. laundry rooms.
community rooms. day care centers.
hallwavs. stairwells, and other com-
MOR areas.

(el Meals Each recipient of assist-
ance under this part who providas sup-
portive housing for homeless persons
with disabilities must provide meals or
meal! preparation facilities for resi-
dents.

1d) Ongowng assessment of supporitve
services. BEach recipient of assistance
under this part must conduct an ongo-
e assessment of the supportive serv-
ices required by the residents of the
project and the availability of such
services. and make adjustments as ap-
propriate

(e) Residential supervision. Bach re-
cipient of assistance under this part
must provide residential supervision as
necessary to lacilitate the adequaie
provision of supportive services to the
residents of the housing thwougheout
the term of the commitment to eperate
supportive housing. Residential super-
vision may mclude the employment of
a full- or part-Lime residential super-
vigsor with sutficient knowledge o pro-
vide or to supervise the provision of
supportive services to the residents.

() Purticipation of homeless pevsons. (1
Each recipient must provide for the
participation of homeless persons as re-
quired in section 425(g) of the McKin-
ney Act (42 U.S C. 11386(g)). This re-
quirement is waived if an apphcant is
unable to meet 1t and presents a plan
for HUD approval to otherwise consult
with homeless or formeriy homeless
persons in considering and making
pohicies and decisions. See also
£583.330i€).

(2) Bach recipient of agsistance under
this part must, to the maximum extent
practicable. involve homeless individ-
uals and families, through employ-
ment, volunteelr services, or olherwise,
in constructing., rehamlitating. main-
taihing. and operating the project and
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n providing supportive sarvices for the
project.

(5y lecords and reports. Each recipient
of assistance under this part must keep
any records and make any Treports (in-
cluding those pertaining to race. eth-
nicity, gender, and disability status
data) that HUD may require within the
timeframe required.

(h) Cownfidentiality, Each recipient
that provides family violence preven-
tion or treatment services must de-
velop and implement procedures to en-
sure:

(1) The confidentiality of records per-
taining to any individual services: and

12) That the address or location of
any project assisted will not he made
public. except with written authoriza-
tion of the person or persons respon-
sible for the operation of the project.

(1) Termunation of housing assistance.
The recipient may terminate assist-
ance to a participant who violates pro-
gram requirements. Recipients should
terminate assistance only in the most
severe cases. Recipients mayv resume
assistance to a participant whose as-
sistance was previously terminpated. In
terminating assistance to a partiei-
pant, the recipient must provide a for-
mal process that recognizes the rights
of individuals receiving assistance to
due process of law. This process, at a
minimum, must consgist of: .

1) Written notice to the-participant
containing o elear statement of the
reasons for termination:

t2) A review of the decision. in which
the participant is given the oppor-
tunity to present written or oral objec-
tions before a person other than the
person (or a subordinate of that person)
who made or approved the termination
decision; and

(3) Prompt written notice of the final
decision to the participant.

(j) Limitation of stay m transitional
housing. A homeless individaal or fam-
ily 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 addi-
tional time to prepare for independent
living. However, HUD_may discontinue

24 CFR Ch. V (4-1-09 Edition)

less individuals or families remain in
that project longer than 24 months,

(k) OQuipatient health services. Qut-
patient health services provided by the
recipient must he approved as appro-
priate by HUD and the Department of
Health and Human Services (HHS).
Upon receipt of an application that
proposes the provision of outpatient
health services, HUD will consult with
HHS with respect to the appropriate-
ness of the proposed services.

(I Annual assurances. Recipients who
receive assistance only for leasing, op-
erating costs or supportive services
costs must provide an annual assur-
ance for each year such assistance is
received that the project will be oper-
ated for the purpose specified in the ap-
piication.

(Approved by the Office of Management and
Budget under control number 2506-0112}

[58 FR 13871. Mar 15, 1993, as amended at 59
FR 36802, July 19, 1994; 61 FR 51176, Sept. 30,
185G]

§583.305 Term of commitment: repay-
ment of grants; prevention of undue
benefits.

(a) Term of commitment and conversion,
Recipients must agree to operate the
housing or provide supportive services
in accordance with this part and with
sections 423 (b)(1) and (hbX3) of the
McKinhney Act (42 U.8.C. 11383(h(1).
11383(h)(3)).

(h) Repayment of grant and prevention
of undue benefits. In accordance with
section 423(e) of the McKinney Act (42
U.8.C. 11383(c)), HUD will require re-
cipients to repay the grant unless HUD
has authorized conversion of the
project under section 423(bx3) of the
McKinney Act (42 U.5.C. 11383(b)(3)).

[61 FR 31176. Sept. 30. 1996]

$583.310 Displacement, relocation, and
acquisition.

(a) Minmuemyg displacement, Con-
sistent with the other goals and objec-
tives of this part, recipients must as-
sure that they have taken all reason-
able steps to minimize the displace-
ment of persons (families, individuals,
businesses, nonprofit organizations,_

assistance for a transitional housing
project if more than half of the home-

and farms) as a result of supportive
housing assisted under this part.
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(b Relocution assistance for displaced
persons. A (isplaced person (defined 1n
paraeraph (f) of this sectiony must be
provided relocation assistance at the
levels deseribed 1, and in accordance
with. the requirements of the Uniform
Relocation Assistance and Real Prob-
erty Acquisition Policies Act of 1870
{URA) (42 U.8.C. 4601-4635) and imple-
menting regulations at 49 CFR part 24.

(c) Reul property acquisition require-
ments. The acquisition of real property
for supportive housing is subject to the
URA and the requirements described in
49 CFR part 24, subpart B.

(d) Responsibility of recipient. (1) The
recipient must certify (.e.. provide as-
surance of compliance) that it will
comply with the URA. the regulations
at 49 CFR part 24, and the requirements
of this section. and must ensure such
compliance notwithstanding any third
party’s contractual obligation to the
reciptent to comply with these provi-
51015, -

(2) The cost of required relocation as-
sistance 15 an eligible project cost in
the same manner and to the same ex-
tent as other project costs. Such costs
alse may be paid for with local public
funds or funds available from other
SOUrces.

(3) The recipient must mamtain
records 1n sufficient detail to dem-
onstrate compliance with provisions of
this section

(e) Appecls. A person who disagrees
with the recipient’s determination con-
cerning whether the person qualifies as
a 'displaced person.’” or the amount of
relocation assistance for which the per-
son is eligible, may file a written ap-
peal of that determination with the re-
cipient. A low-income person who is
missatisfied with the rccipient's deter-
mination on his or her appeal may sub-
mit a written request for review of that
determination t¢ the HUD field office.

i) PDefinttion of displuced person. (1)
For purposes of this section. the term
cdisplaced person’’ means a person
¢family. ndividual, business. nonprofit
orgamzation, or farm) that moves from
real property, or moves personal prop-
erty from real property permaneitly as
a direct result of acquisition. reliabili-
tation. or demolition for supportive
housing projects assisted under this

§583.310

part. The term -displaced person’ 1n-
cludes. but may not be Iimited to-

(i) A person thal moves permanently
from the real property after the prop-
arty owner (or person in control of the
site; issues a vacate notice. or refuses
to renew an expiring lease in crder 1o
evade the responsibility to provide re-
location assistance. 1f the move occurs
on or after the date the recipient sub-
mits to HUD the application or appli-
calion amendment designating the
project site.

(i1y Any person, mecluding a person
who moves hefore the date described in
paragraph (f3(13(i) of this section. 1f the
reciprent or HUD determines that the
displacement resulted directly from ac-
quisition. rehabilitation, or demelition
for the assisted project.

(1ii) A temant-cccupant of a dwelling
unit who moves permanently from the
ruildingrcomplex on ar after the date of
the *initiation of negotiations™ (see
paragraph (2) of this sectiom) 1i the
move occurs before the tenant has been
provided written notice offering him or
her the opportumty to lease and oi-
cupsy a smtable. decent. sale and sam-
tary dwelling in the same building/
complex, under reasonable terms and
conditions. uppn completion of the
project. Such reasonable terms and
conditions must include a menthly
rent and estunaled average nonthly
wtility costs that do nol exceed the
creater of:

(A) The tenant’'s monthly rent before
the initiation of negotiations and esti-
mated average utility costs, or

(B) 30 percent of gross household -
come. If the initial rent is at or near
the maximum, there must bhe a reason-
ahle hasis for concluding at the time
the project 1s initiated that future rent
increases will be modest.

(iv) A tenant of a dwelling who 1s re-
quired to relocate temporarily. but
does not return to the building/com-
plex. if exther:

(A) A tenanti is not offered payment
for all reascnable out-of-pocket ex-
penses incurred i connection with the
temporary relocation, or

(B) Other conditions of the tem-
porary relocation are not reasonable,
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§583.315

(vi A tenant of a dwelling who moves
from the building/complex perma-
nently after he or she has been re-
quired to move to another unit in the
same building/compilex, if either:

(A) The tenant is not offered reim-
hursement for all reasonable out-of-
pocket expenses incurred in connection
with the move; or

(B) Other conditions of the move are
not reasonable.

12) Notwithstanding the provisions of
paragraph (fi1) of this section, a per-
son does not qualify as a ‘“displaced
person’’ (and is not elizible for reloca-
tion assistance under the URA or this
sectiony, 1f:

(i) The person has been evicted for se-
rious or repeated violation of the terms
and conditions of the lease or occu-
pancy agreement, violation of applica-
ble Federal, State, or local or tribal
law, or other good cause, and HUD de-
termines that the eviction was not un-
dertaken for the purpose of evading the
obligation to provide relocation assist-
ance;

(1i) The person moved intc the prop-
erty after the submission of the appli-
cation and, before signing a lease and
cOommencing occupancy., was provided
written notice of the project, its pos-
sible impact on the person (e.g.. the
porson may be displaced, temporarily
relocated, or suffer a rent increase) and
the fact that the person would not
qualify as a “displaced person™ (or for
any assistance provided under this sec-
tion), if the project is approved;

tiii; The person is ineligihle under 49
CFR 24.2(g¥2): or

(iv) HUD determines that the person
was not displaced as a direct result of
acquisition, rehabilitation, or desmoli-
tion for the project.

(3) The recipient mmay request. at any
time, HUD's determination of whether
a displacement is or would be covered
under this section.

(g) Definition of wnitiation of megotia-
tions, For purposes of determining the
formula for computing the replacement
housmg assistance to be provided to a
residential tenant displaced as a direct
result of privately andertaken rehabili-
tation,. demolition, or acquisition of
the real property, the term “initiation
of negotiations™ means the execution

24 CFR Ch. V (4-1~09 Edition)

of the agreement between the recipient
and HUD.

thy Definition of project. For purposes
of this section. the term ‘project™
means an undertaking paid for in
whole or in part with assistance ander
this part. Two or more activities that
are integrally related, each essential to
the others, are considered a single
project, whether or not all component
activities receive assistance under this
part.

{58 FR 13871. Mar. 15, 1993, as amended at 39
FR 36892, July 19, 1894}

$583.315 Resident rent.

(a) Calculation of resident rent. Kach
resident of supportive housing may he
required to pay as rent an amount de-
termined by the recipient which 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. age of familv members, medical
expenses and child ‘care expenses). The
calculation of the family's monthly ad-
justed 1ncome must include the ex-
pense deductions provided in 24 CFR
5.611¢a), and for persons with disabil-
ities, the calculation of the family’s
monthly adjusted 1income also must in-
clude the disallowance of earned in-
come as provided 1n 24 CFR 5.617, 1f ap-
plicable: .

(2) 10 percent of the family’s manthly
gross income; or

(3) If the family is receiving pay-
ments for welfare assistance from a
public agency and a part of the pay-
ments, adjusted in accordance with the
family’s actual housing costs, is spe-
cifically designated bv the agency to
meet the family’s housing costs, the
portion of the payment that is des-
ignated for housing costs.

(b) Use of rent. Resident rent may he
used in the operation of the project or
may be reserved, in whole or in part, to
assist residents of transitional housing
in moving to permanent housing.

(¢} Fees. In addition to resident rent,
recipients may charge residents rea-
sonable fees for services not paid with
grant funds.

[68 FR 13871, Mar. 15, 1993, ag_amended at 59-—- -~ - -

FR 36852, July 19, 18%4; 66 FR 6225, Jan. 19.
20011
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Ofe. of Asst. Secy., Comm. Planning, Develop., HUD

§583.320 Site control.

(a) Stie control. (1) Where grant funds
will e used for acquisition, rehabilita-
‘tion. Or llew construction to provide
supportive housig or supportive serv-
1ces. o where grant funds will he used
ior operating costs of supportive hous-
e, or where grant funds will be used
to provide supportive services except
where an applicant will provide serv-
jces at sites not operated by the appli-
cant. an applicant muast demonstrate
gite control hefore HUD will execute a
grant agreement (e.g., through a deed.
lease, executed contract of sale). If
such site control is not demonstrated
within one wvear after mmtial netifica-
tion of the award of assistance under
this part. the grant will be deobligated
as provided in paragraph (c} of this sec-
tion.

(2) Where grant funds will be used to
lease all or part of a structure t¢ pro-
wide supportive housing or sopportive
services. or where grant funds will be
used to leasc individeal housing units
for homeless persons who will eventu-
ally contrel the units, site control nesd
not he demonstrated.

by Site chamge fl) A reZiplent may
obtain ownership er control of a suit-
able site different from the one speci-
fled un 1ts application. Retention of an
assistance award 1s subject to the new
si1te's Mmeeting all requirements under
s part for suitable sites

(23 If the acauisition rehabilitation.
acquisition and rehabilitation, or hew
constraction costs for the substitute
site are greater than the amount of the
grant awarded for the site specified in
the application. the recipent must pro-
vide for all additional costs. If the re-
cipment 12 unable to demonstrate to
HUD that it is able to provide for the
difference in costs. HUD may
deobligate the award of assistance,

ic) Failure to obtmm site cantrol wnliun
one  year  HUD  will recapture or
deobligate any award for assistance
under this part if the reciment 1s not in
control of a suitabie site before the ex-
piration of one yvear after imtial notafi-
cation of an award.

$583.225 Nondiscrimination and egual
opportunity requirements.

ta) General Notwithstanding the per-
missibility of proposals that serve des-

i §583.325

1gnated populations of disabled home-
less persons. recipieinis serving a des-
jenated population of disabled home-
lese persons are required. within the
designated population. to comply witl
these regquirements for nondiscrimina-
tion on the basis of race. color. veli-
gion, sex. national orngm, age, famihal
status. and disability.

(Y Nondiscrmunation and equal oppor-
tunity requirements. The nondiscriminga-
tion and egual opportunity require-
ments set forth at part 5 of tlus titie
apply to this program. The Indian Civil
Raights Act 256 U.8.C. 1301 et seq.) ap
plies to tbes when they exercise thelr
powers of self-government. and to In-
dian housing authorities (JHAs) when
established by the exercise of such
powers. When an IHA is established
under State law. the applicability of
the Indian Civil Rights Act will be de-
ternined on a case-by-case basis,
Projects subject to the Indian Civil
Rights Act must be developed and oper-
aved i compliance with 1ts provisions
and all i1mplementing HUD require-
ments. instead of title VI and the Fair
Housing Act and their implementing
Tesulnt1ons.

(ot Procedures. (1) If the procedures
that the recipient intends to use to
malke known the availallity of the
sapportive houswng are unlikely to
reach persons of any particular race
color, religion. sex, age. hational or-
g, familial status. or handicap who
may qualify for admission to the hous-
ing. the recipient must establish addi-
sional procedures that will ensure that
such persons can obtain nformation
concerning availability oi the housing

{2} The recipent must adopt proce-
dures to malie available nformation
on the existence and locations of facili-
t1es and services that are accessible to
persons with a handicap and maintamn
evidence of 1mplemensation of the pro-
cedures.

(d) Accessibility 1equbrements, The re-
ciplent must comply with the new con-
struction accessibility requurements of
the Fair Housing Act and section 504 of
the Rehamlitation Act of 1973, and the
reasonable accommodation and reha-
hilitation accessibility reguirements of
section 504 as follows:  _— -

(1) All new construction must mect
the accessibility requirements of 24

.83 . -
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§583.33¢0

CFR §.22 and. as applicable, 24 CFR
100 205.

(2y Projects 1n which costs of reha-
bilitation are 75 percent or more of the
replacement cost of the building must
meet the requwements of 24 CFR
8.23ta). Other rehabilitation must meet
the reguirements of 24 CFR 8.23(D).

[38 'R 13871, Mar. 15, 1993, as amended at 59
FR 33294, June 30, 1994; 61 FR 5210, Feb. 9,
1996, 61 FR 51176, Sept. 30, 1996)

§583.330 Applicability of other Federal
requirements,

In addition %0 the requirements set
forth in 24 CFR part 5. use of assistance
provided under this part must comply
with the following Federal require-
ments:

ta} Flood tmsurance. (1) The Flood Dis-
aster Protection Act of 1873 (42 U.S.C.
4001-4128) prohibits the approval of ap-
plications for assistance for acquisition
or construction (including rehabilita-
tien) for supportive housing located in
an area identified by the Federal Emer-
gency Management Agency (FEMA) as
having special flood hazards, unless:

(1) The community 1r which the area
is situated is participating in the Na-
tional Flood Insurance Program (see 44
CFR parts 59 through 78). or iess than
a year has passed since FEMA notifica-
fion regarding such hazards, and

(iiy Fleod insurance is obtained as a
condition of approval of the applica-
tion.

(2) Applicants with supportive hous-
ing located in an area 1identified by
FEMA as having special flood hazards
and receiving assistance for acquisition
or construction (including rehahilita-
tion are responsible for assuring that
flood insurance under the National
Floed Insurance Program is obtained
and maintained.

(b} The Coastal Barrier Resources
Act of 1982 (16 U.8.C. 3501 2t seq.) may
apply to proposals under this part, de-
pending on the assistance requested.

10) Apphcability of OMDB Circulars. The
policies, guidelines, and requirements
of OMB Circular No, A-87 (Cest Prin-
ciples Applicable to Grants. Contracts
and Other Agreements with State and
Local Governments) and 24 CFR part 85

_apply to the award, acceptance,_and..

use of assistance under the program by
governmental entities, and OMB Cir-

24 CFR Ch. V (4-1-09 Edition)

cular Nos. A-110 (Grants and Coopera-
tive Agreements with Institutions of
Higher Education, Hospitals., and Other
Nonprofit Organizations) and A-129
(Cost Principles Applicable to Grants.
Contracts and Other Agreements with
Nonprofit Instivutions) apply to the ac-
ceptance and use of assistance hy pri-
vate nonprofit organizations, except
where inconsistent with the provisions
of the McKinney Act, other Federal
statutes. or this part. (Copies of OMB
Circulars may be obtained from E.O.P.
Publieations, room 2200, New Executive
Office Building, Washington, DC 20503.
telephone (202) 395-7332. (This is not a
toll-free number,) There is a limit of
two free copies.

«d; 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
18962 (42 U.S.C. 4851-4856), and imple-
menting regulations at part 35, sub-
parts A, B, J, K. and R of this title
apply to artivities under this program

te) Conflicts of interest. (1) In addition
to the conflict of interest requirements
in 24 CFR part 85, no person who 15 an
employee, agent, consultant. officer. or
elected or appointed official of the re-
cipient and who exercises or has exer-
cised any fanctions or responsibilities

with respect to assisted activities, or,

who 18 in a position to participate in a
decisionmaking process or gain isule
information with regard to such activi-
ties, may obtain a personal or financial
interest or benefit from the activity. or
have an interest in any contract. sub-
contract. or agreement witlh respect
thereto, or the proceeds thereunder, ei-
ther for himself or herself or for those
with whom he or she has family or
business ties, during his or her tenure
or for one jear thereafter. Participa-
tion by homeless individuals who also
are participants under the program in
policy or decisionmaking under
§583.300() does not constitute a con-
flict of interest.

(2) Upon the written request of the
recipient, HUD may grant an exception
to the provisions of paragraph (8)(1) of
this section on a case-by-case basis
when it determines that the exception
will serve to further the purposes of
the program and the effsctive and effi-
cient administration of the recipient's
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Ofc. of Asst. Secy., Comm. Pianning, Deveiop., HUD

project An exception may be consid-
ered only after the recipient has pro-
vided tne followmg:

(1) For States and other govern-
mental entities. a disclosure of the na-
ware of the conflict. accompanied by an
assurance that there has been public
disclosure of the conflict and a descrip-
tion of how the public disclosure was
made: and

(11 For all recipients. an opinion of
the reciplent’s attorney that the inter-
est for which the exception is sought
would not violate State or local law,

(3) In determining whether to grant a
requested exception after the recipient
hags satisfactorily met the requirement
of paragraph (e)(2) of this section, HUD
will consider the cumulative effect of
the follewing factors. where applicable:

(13 Whether the exception woeuld pro-
vide a significant cost benefit or an es-
sential degree of expertise to the
project which would otherwise not he
availabie:

{i1) Whether the person affected is a
member of a group or class of eligible
persons and the exception will permit
such person to receive generally the
same interests or benefits as are being
made avatlable or provided to the
oroup or class:

(1ii) Whether the affected person has
withdiawn {1om his or her functions or
responsibilities, or the decisionmaliing
process with respect to the specific as
sisted activaty 1n question,

1v) Whether the interest or henetit
was present before the affected person
was 1n a position as described in para-
graph (e)1) of this section,

(v) Whether undue hardship will re-
sult erther to the rccipient or the per-
son affected when weighed against the
public mnterest served by avoiding the
prohimited conflict; and

vi) Any other relevant consider-
ations.

(f+ Adudit. The financial management
svstems used by reciprlents under this
program must provide for audits 1n ac-
cordance with 24 CFR part 44 or part 45.
as applicable. HUD may perform or re-

-quire additional audits as 1t finds nec-
eSSArY ol apphropriate.

§583.405

gy Davis-Bacon Act. The provisions
of the Daviz Bacon Act do not apply to
thig progran.

{58 FR 12871 Mar 15 1898 a:s amended at 61
PR 5211, Feh 9. 159%: 61 FR 50228 Sent 13
1999}

Subpart E—Adminisfration

§583.400 Grant agreement.

(a) Geneoral. The duty to provide sup-
portive housing or supportive services
in accordance with the requirements of
this part will bLe incorporated in a
grant agreement executed by HUD and
the recipient.

(k) Enforcement. IIUD will enforce the
obligations’ 1n the grant agreement
through such action as may be appro-
priate. including repayment of funds
that have already been disbursed to the
recipient.

£583.405. Program changes.

2, HUD approval. (1) A recipient may
net make any significant changes te an
approved program without prior HUD
approval Sigmificant changes mcluds,
but are not hmited to. a change in the
recipient. a change in the project site.
additions or deletions in the types of
activities listed in §583.100 of this palt
approved for the program or o shift of
more than 10 percent of funds from one
approved type of activity to another
and a change 1n the category of partici-
pants to be served Depending on the
nature of the change. HUD may require
a new certification of consistency with
the consolidated plan (see §583.155)

(2y Approval for changes is contin-
gent upon the application ranking re-
maming high enough after the ap-
proved change to have been competi-
tively selected for funding in the vear
the application was selected.

(3 Documeniation of other chuanges
Any changes to an approved program
that do not reguire prior HUD approval
must be fully documented in the recipi-
ent’s records.

[58 FR 13871. Mar 15. 1903. as amended at 6)
FE 51176, Sept. 30, 3996] -
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§583.410

§5383.410 Obligation and deobligation
of funds.

fay Obligation of funds. \When HUD and
the applicant execute a grant agree-
ment, funds are obligated to cover ihe
amount of the approved assistance
under subpart B of this part. The re-
ciplent will be expected to carry out
the supportive housing or supportive
services activities as proposed in the
application,

tb) Increases. After the initial obliga-
tion of funds, HUD will not make revi-
sions to increase the amount ohligated.

(cy Deobligation. (1) HUD may
deobligate all or parts of grants for ac-
guisition, rehabilitation, acquisition

and rehabilitation, or new construc-
tion:

1) If the actual total cost of acguisi-
tion. rehabilitation. acquisition and re-
habilitation. or mew construction is
less than the total cost anticipated in
the application; or

(li) If proposetl activities for which
fanding was approved are not begun
within three months or residents do
not begin to occupy the facility within
nine months after grant execuvion.

(2) HUD may deobligate the amounts
for annual leasing costs, operating
costs or supportive services in any
year: :

(1) If the actual leasing costs, oper-
ating costs or supportive scrvices far
that yvear are legs than the total cost
anticipatzd in the applicaticon: or

(113 If the proposed suppertive hous-
ing operations are not begun within
three months after the units are avail-
able for occupancy.

(3) The grant agresment may set
forth in detail other circumstances
under which funds may be deobligated,
and other sanctions may be imposed.

(4) HUD may:

(i} Readvertise the avallability of
funds that have been deobligated under
this section in a notice of fund avail-
ability under §583.200. or

{ii) Award deobligated funds to appli-
cations previously submitted in re-
sponse to the most recently published

notice-of fand-availability, and_dn . ac-

cordance with subpart C of this part.

24 CFR Ch. V (4-1-09% Edition)

PART 585—YOUTHBUILD PROGRAM
Subpart A—~General

Sec.
586.1
585.2
585.3
585 4

Authorivy.

Program purpose,
Program components.
Definitions.

Subpart B [Reserved)
Subpart C—Youthbuild Planning Grants

585.201
585.202
585.203
585 204
585.205

Purpose.

Award limits.

Grant term.

Locational considerations.
Eligible activities.

Subpart D—Youthbuild Implementation
Grants

585.301
585 302
585,303
585 304
585.305

Purpose.

Award himits

Grant term

Liocational considerations.

Eligible activities.

585.306 Designation of costs,

585.307 Environmental procedures
standards.

585.308 Relocation assistance and real prop-
erty acquisition.

585.309 Project-related restrictions applica-
ble to Youthbuild residential rental
housing.

585.310 Project-related restrictions apptiica-
bie to Youthbuild transitional housing
for the homeless,

585.311 Proect-related restrictions appiica-
ble to Youthbmild homeownership hous-

and

me.
525.312 Wages., labnr standards, and non-
discrimination.

385 318 Labor standards,
Subpart E—Administration

Recordlkeeping by recipients

Grant agleement.

Reporting reguivements.

Program changaes.

QObligation and deobligation of funds.
Faith-based activities.

385 401
585.402
585.403
585.404
585.405
585 406

Subpart F~Applicability of Other Federal
Requirements

585.501 Application of OMRB Circulars.

585.502 Certifications.

585.503 Conflict of interest.

585.584 Use of debarred, suspended, or ineli-
gible contractors.

AVTHORITY: 42 U.5.C. 3535(d) and 8011,

'SOURCE. 60 FR 9737, Feb. 21, 1095, unless
otherwise noted.
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Pt. 230

3 Indirect cost allocations not using rates
In certalli sitlations a governmental! unit,
because of the nature of 1ts awards mayv be
reguired te deveiop a cost allocation plan
that distributes mdirect (and 111 some cases.
direct) costs to the specific fanding sources.
In these cases, a narrative cost allocation
methodelory should be developed. docu-
mented. maintained for andit. or submitted,
as appropriate, to the cognizant agency for
review, negotiation. and approval,

4. Appeals. If a dispute arises in a negotia-
tion of an tndirect cost rate (or other rate)
hetween the cogmgant agency and the gov-
ernmental unit, the dispute shall be resclved
1n accordance with the appeals procedures of
the cognizant agency.

5 Collection of unallowable costs and erro-
neons pavments. Costs specifically 1dentified
as unallowaile and charged to Federal
awards either directly or mndirectly will be
refunded (1bcluding 1nterest chargeable in
accordance with applicable Federal agency
reculationsi

& OME assistance. To the extent that prob-
lems are encountered among the Federal
agencies and.or governmental umits 1n con-
nection with the negotiation and approval
process, OMB will lend assistance. as 1e-
guired. to resolve such problems in a timely
nianner.

PARTS 226-229 [RESERVED]

PART 230—COCST PRINCIPLES FOR
NON-PROFIT  ORGANIZATIONS
(OMB CIRCULAR A-122)

Sec

230.0 Purpose.

23016 Scopse

23015 TPolhcy

230.20 Applicability.

230.25 Delimitions

230,30 OMB responsibilities.

230 35 Federal agency responsibilities

230,40 Effective date of changes

23045 Relationshin to previous issuance.,

230.50 Infermation Contact.

APPENDIN A TO PART 230—GEKERAL PRIN-
CIFLES

APPENDIX I3 TO PART 230—SELECTED ITEMS OF
CosT

APPENDIX C TO PART 230—NON-PROFIT ORGA-
NIZATIONS NOT SUBJECT TO THIS PART

AUTHORITY 31 U.S.C. 303, 31 ©¥.S.C. 1111; 41
T.8.C. 400 Reorganication Plan No. 2 of 1970;
E.0.11M1. 35 FR 10737, 3 CFR. 1966-1970. p. 939

SouRCE 70 FR 51927. Aug 31, 2005, unless
otherwise noted

148

2 CFR Ch. II (1-1-09 Edition)

§230.5 Purpose.

This part establishes principles for
determining costs of grants., contracte
and other agreements with non-profit
OrFanzations.

§230.10 Scope.

tat This part does not apply to col-
leges and universities which arc cov-
ered by 2 CFR part 220 Cost Principles
for Educational Institutions (OMB Ci1-
cular A-21) State. local. and federally-
recognlzed Indian tribal governments
winech are covered by 2 CFR part 235
Cost Principles for State. Local. and
Indian Tribal Governments (OMB Cir-
cular A-87): or hospitals,

(h) The principles deal with the sub-
ject of cost determination., and male
no attempt to identify the cir-
cumstances or dictate the extent of
agency and non-profit organtzation
participation in the financing of a par-
ticular project. Provision for profit or
other increment above cost is outside
tlhie scope of this part.

§230.15 Policy.

The principles are desigiied to pro-
vide that the Federal Government bear
1ts fair share of costs except where re-
stricted or proliibited Ly law. The prn-
ciples do not attempt to prescribe the
extont of cost sharing or matshing on
granls, conuract:. or other agtecments.
However, such cost sharing or match-
ing shall not bhe accomplighed throuch
arbitrary lIimitations on individual
cost elements by Federal agencies.

§230.20 Applicability.

(a) These principles shall be used hy
all Federal agencies in determining the
costs of work periormed by non-profit
organizations under grants. coopera-
tive agreements. cost reimbursement
contracts. and other contracts in which
costs are used in pricing, administra-
tion. or settlement. All of these instru-
ments are hereafter referred to as
awards. The principles do not apply to
awards under which an organization 1s
not required to accounnt to the Federal
Governmenttor actual costs incurred.

(by All cost reimbursement suab-
awards (subgrants. subcontracts. etc.)

OF
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OMB Circulars and Guidance

ares subyect Lo those Federal cost prin-
ciples applicable to the particular or-
gamezation concerned. Thus, if a
subaward 15 to a non-profit organiza-
tion., this part shall apply; if a
subaward 15 t¢ a commercial organiza-
tion. the cost principles applicable to
commercial concerns shall apply: if a
subaward 15 to a cellege or university,
2 CFR part 220 shall apply; if a
subaward is to a State, local, or feder-
allv-recognized Indian tribal govern-
ment. 2 CFR part 225 shall apply.

(c) Exclusion of some non-profit or-
ganizations. Some non-profit organiza-
tions. because of their size and nature
of operations, can be considered to be
similar to commercial concerns for
purpose of applicability of cost prin-
ciples. Such non-profit organizations
shall operate under Federal cost prin-
ciples applicable to commercial con-
cerns. A listing of these organizations
is contained in Appendix C to this part.
QOther organizations may be added from
time to time :

§230.25 Definitions.

ra) Non-profit organization means
any corporation, trust, associaticn, co-
operative, or other organization which.

t1) Is operated primarily for sci-
entific, educational, service, chari-
table, or similar purposes in the public
interest:

2y Is notv crganized primarily for
profit; and

(3) Uses its nel proceeds to maintain.
improve. andror expand its operations,
For this purpose, the term “'non-profit
organization” excludes colleges and
universities; hospitals: State, local,
and federally-recognized Indian tribal
governments; and those non-profit or-
ganizations which are excluded from
coverage of this part in accordance
with §230.20(¢).

(by Prior approval means securing the
awarding agency’s permission in ad-
vance to incur cost for those items
that are designated as requiring prior
approval by the part and its Appen-
dices. Generally this permission will be
n writing. Where an item of cost re-
gquiring prior approval is specified in

the budget of an award, approval of the .

budget constitutes approval of that
cost.

§230.50

§230.30 OMB responsibilities.

OMB may grant exceptions tc the re-
quirements of this part when permuis-
sible under existing law. However. in
the interest of achieving maximum
uniformity. exceptions will be per-
mitted onhly in highly unusual cir-
cumstances.

§230.35 Federal agency responsibil-
ities.

The head of each Federal agency that
awards and administers grants and
agreements subject to this part is re-
sponsible for requesting approval from
andror consulting with OMB (as appli-
cable) for deviations from the guidance
in the appendices to this part and per-
forming the applicable functions speci-
fied in the appendices to this part.

§230.40 Effective date of changes.

The provisions of this part are effec-
tive August 31, 2005. Implementation
shall be phased 1n by incorporating the
provisions into new awards made after
the start of the organization's next fis-
cal year. For existing awards., the new
principles may be applied 1f an organi-
zation and the cognizant Federal agen-
cv agree. Harlier impiementation, or a
delay in implementation of individual
provisions, is also permitted by mutual
agreement between an organization
and the cognizant Federal agency.

§250.45 Welationship to
issuance.

(a} The guidance in this part pre-
viously was issued as OME Circular A-
122. Appendix A to this part contains
the guidance that was 1n Attachment A
(general principles) to the OMB cir-
cular; Appendix B contains the guid-
ance that was in Attachment B (se-
lected 1tems of cost) to the OMB cir-
cular; and Appendix C containsg the in-
formation that was in Attachment C
(non-profit organizations not subject to
the Circular) to the OMB circular.

(b) Historically, OMB Circular A-122
superseded cost princinples issued hy in-
dividual agencies for non-profit organi-
zations,

previous

§230.50 Information contact. .
"Further information concerning this
part may be obtained by contacting the
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Office of Federal Financial Manage-
ment. OMB, Waslungton. DC 20503,
telephone (2021 385-3803. )

APPENDIN A TO PART 230—GENERAL
PRINCIPLES

GENERAL PRINCIPLES
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GENERAL PRINCIPLES

A. Basic Considerations

1 Composition of toial costs. The total
cost of an award 1s the sum of the allowable
direct and allocable indirect costs less any
applicable credits.

2. Factors affecting allowalnlity of costs.
To he allowable undet an award, cosls must
meet the following general criterna:

a Be reasonable for the performance of the
award and be allosable thereto under these
principles

. Conform to any limitatioms or exclu-
sions set forth 1n these principles or in the
award as to types or amount of cost items.

¢. Be consistent with policies and proce-
¢ures that apply unifornmly to both federally-
financed and otiier activities of the organiza-
tion.

d. Be accorded consistent treatment

e. Be determined 11 accordance with gen-

rally accepted accounting principles
(GAAP)

f. Not be included as a cost or used to meet
cost shanng or matching requiremsnts of
any other federally-financed program in ei-
ther the current or a prior period.

2. Be adequately documented,

3 Reasonable costs. A cost 18 reasonable i,
1 ite uature or amount. 1t does not excesd
that which wouald be mmcurred by & prudent
person under the circumstances prevalling at
thie time the decision was made to incur the

2 CFR Ch. Il (1-1-09 Edition)

costs. The guestion of the reasonanleness of
gpecific costs must be scrutimeed with pal-
ticular care 1n econnection with organizatons
or separateé divisions thereol which receive
the preponderance of thew support from
awards made by Federal agencies In deter-
mining the reasonableness of & given cosL
consideration shall e given to.

a. Whether the cost 15 of a type gencrally
recognized as ordinary and necessary {or the
operaticn of the ergamzation or the perform-
ance of the award.

1. The restraints o1 reguirements umposecd
by such factors as generally accepled sound
business practices arms length bargaimng.
Federal and State laws and regulations. and
terms and conditions of the award

¢ Whether the individuals concerned acted
with prudence in the circumstances consid-
ering their responsibilitics to the orgamniza-
non. 1ts members. employees. and chents
the public at large, and the Federal Govern-
ment.

d Significant deviations fron. the estal-
lished practices of the organization which
may unjustifiably increase the award costs.

4 Allocable costs. & A cost 15 allocable to
a particular cost objective. such as a grant
contract. project, service, or other activity,
1 aceordance with the relative benefite re-
ceived A cost is allocable to & Federal award
if it is treated consistently with other costs
meurred for the same purpose in like -
cumstunces and 1f 1t

(1) Is incurred specifically for the award.

{2y Benefits hoth the award and other work
and can he distributed :n reasonable propor-
tion to the benefits received, o

(3) Is necessary to the overall operation of
the organization. althougl a direct relation-
ship to any particulal cost oblective cannot
be shown.

b. Any cost allocable to a particular award
or other cost objective under these principles
may not hbe shifted to other Federal awards
to overcome funding deficiencies, or to avod
restrictions tmposed by law or by the terms
of the awarl

5. Apphicable credits. a. The term apphca-
ble credits refers to those recoipts. or reduc-
tion of expenditures which operate to offset
or reduce expense items that are allocable to
awards as direct or indirect costs Typical
examples of such transactions are. Purchase
discounts, rebkates or allowances. recoveries
or indemn:ties on losses, 1msurance refunds.
and adjustments of overpayments ol erro-
neous charges. To the extent that such cred-
its accruing o1 received by tihe organization
relate to allowable cost, they shall be cred-
ited to the Federal Government either as a
cost reduction or cash refund. as appro-
priate =

b. In some instances the amounts received
from the Federal Government to hnance or-
ranizational activities or service operations
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shouid be tieated as applicabie credits. Spe-
cilically. the concept of netting such credit
1tems agninst related expenditures should bhe
applied by the organization in determining
the rates or amounts to be charged to Fed-
eral awards for services rendered whenever
the facilities or other resources used in pro-
viding such services have beesn flnanced di-
rectly. in whole or 1n part, by Faderal funds.

c, For rules covering program income (1 e.,
gross income earned from federally-sup-
ported activities) see §215.24 of 2 CFR part
215 TUniform Administrat:ve Reguirements
for Grants and Agrsements with Institutions
of Higher Education, Hospitals, and Other
Non-Profit Organizations (OMB Circular A-
110).

6. Advance understandings, Under any
given award, the reasonableness and
allocability of certain items of costs may be
difficult o determine. This is particalarly
true in connection with organizations that
receive a preponderance of their support
from Federal agencies. In order to avoid sub-
seguent disallowance or dispute based om
unreasonahbleness or nonallocamhity. 1t 18
often desirable to seek a written agreement
with the cognizant or awarding agency in ad-
vance of the incurrence of special or unusual
costs. The absence of an advance agreement
on any element of cost will not, in itself. af-
fect the reasonableness or allocability of
that element.

7. Conditional exemptions a. OMB author-
izes conditional exemption from OMB admin-
istrative requirements and cost principles
for certain Federal programs with stato-
torily-anthorzed conselidated planning and
conselidated admnistrative funding, that
are identified by a Federal agency and ap-
proved by the head of the Executive depart-
ment or cstablishment. A TFederal agency
shall ennsult with OMR duringe its consider-
ation of whether to grant such an exemption.

. To promaote efficiency in State and iocal
program administration, when Federal non-
entitiement bprograms with common pur-
poses have specific statutorily-authorized
consolidated planming and consolidated ad-
mimstrative funding and where most of the
State agency's resources come from non-
Federal sources., Federal! agencies may ex-
empt these covered State-administered, non-
cntitiement grant programs from certain
OME grants management reguirements. The
exemptions would be from all but the
allocability of costs provisions of Appendix
A, subsection C.e. of 2 CFR part 225 (OMEB
Circular A-87); Appendix A, Section C4. of 2
CFR part 220 (OMB Circular A-21); Section
A 4. of this append:x; and from a1l of the ad-
ministrative reguirements provisions of 2
CFR part 215 (OMB Circular A-110) and the
agencies’ grants management common rule.
_C._ When—a- Federal—-agency provides this
fexihility, as a preraguisite to a State's ex-
ercising this option, a State must adopt its

- Pl. 230, App. A
own written fiscal and administrative re-
guirements for expending and accounting for
all funds. whieh are consistent with the pro-
visions of 2 CFR part 225 (OMB Circular A-
87 and extend such policies to all subrecipi-
ents. These Nscal ahd administrative re-
yuirements must be sufficiently specific to
ensure that: Funds are nsed 1n compliance
with all applicable Federal statutory and
regulatory provisions, costs are reasonable
and necessary for aperating these programs
and fands are not to be used for general ex-
penses required to carry out other respon-
sibititics of a State or its subreciplients.

B Direct Costs

1 Direct costs are those that can be identi-
fied specifically with a particular fina} cost
obective. i.e., a particular award, project.
service, or other direct activity of an organi-
zation. However. a cost may not be assigned
to an award as & direct cost if any other cost
incurred for the same purpose, in like ¢ir-
cumstance. has been allocated to an award
as an :ndirect cost. Costs identified specafi-
cally with awards are direct costs of the
awards and are to be assigned directly there-
to. Costs identified specifically with other
final cost objectives of the organization are
direct costs of those cost objectives and are
not to be assigned to other awards directly
or indirectly.

2 Any direct cost ¢f a minor amount may
be treated as an 1indirect cost (o1 reasons of
practicality where the accounting treatment
for such cost is consistently apphed to all
final cost objectives.

3. The cost of certain activities are not al-
lowable as charges td Federal awaiis (see,
for sxample, fundraiging costs in paragraph
17 of Appendix B to this part) However, even
though these costs are unaliowable for pur-
poses of computing charges to Federal
awards. they nonetheless must be treated as
direct costs for purposes of determining indi-
rect cost rates and be allocated their share
of the organization's indirect costs if they
represent activities which include the sala-
ries of personnel, occupy space, and benefit
from the organization's indirect costs.

4. The costs of activities performed pri-
marily as a service to members, clients, or
the general public when significant and nec-
essary to the organization's mission must be
treated as direct costs whether or not allow-
able and be allocated an equitable share of
indirect costs Some examples of these types
of activities include:

a. Maintenance of membership rolls. sub-
scriptions, publications, and related func-
tions.

b Providing services and information to
members, legislative or administrative bod-
ies, or the public. —_—

c. Promotion, lobbying, and other forms of

public relations.
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@ Meetings and conferences except those
held vo conduct the general admimstration
of the orgamazation

e. Maintenance. protection and Vvest-
ment of special funds not used 1n operation
of the orcanization

{ Admnistration of group beneflits ovn be-
half of members or clients. including life and
hospital wsurance, annuity or retirement
plans. financial aid, etc.

C Indirect Costs

1 Inanect costs are those that have been
incurred for commeon or )oint objectives and
caunot he readily 1dentified with & par-
ticular final cost objective. Direct cost of
mipor amounts may be treated as indirect
costs under the conditicns described 1n sub-
paragraph B.2 of this appendix. After direct
costs have been determined and assigned di-
rect]ly to awards or other work as appro-
priate, indirect costs are those remalning to
e allocated to benefiting cost objectives. A
cost may not be allocated to an award as an
indirect cost if any other cost wncuried fo
the same purpose. 1n I1ke circumsiances, has
beeu assigned to an award as a direct cost

2. Because of the diverse characteristics
and accounting practices of non-profit orga-
nizations, 1t 15 Dot possible to specify the
types of cost which may be classifned as 1nda-
rect cost in all situations. However, t¥ploal
examples of indirect cost for many non-prof-
it organ.zation: may include deprecration o
nse allowances on huildings and equipment.
the costs of operating and mamtaimng fa-
cilities and general administration and gen-
eral expenses. such as the salaries . and ex-
penses of execabive officers, personuel ad-
nunistration. aud aceounting,

g Indircet coste shall be classiflied within
two broad categories: UPacilitles” ant Ad-
mustratton.’ “Facilities’ 1s defined as de-
preciation and use allowances on pwaildings,
eyuipment and capital maprovement 1uter-
est on debt associated with certain puildings,
equipment and capital improvements. and
operations and maintenance expenses. ' Ad-
miustration’ 1s defined as general adminis-
tration and general expenses such as the d1-
rector’s office, accounting. personnel. hbrary
expenses and all other types of expenditures
not lListed specifically under one of the sub-
categories of ‘Facilities' uncluding cross al-
locations from other pools, where applica-
Dble) See wndirect cost rate reporting reguire-
ments in subparagraphs D.2.e and DI 3.g of
this appendix.

D Aliccation of Indirect Costs and
Determimation of Indirect Cost Rates

1 General. a Where a non-profit orgamaa-
tion has onlv one major function. or where
all 1ts major functions benefit from ite inds-
rect costs to approximately the same degree,
the allocation of mdirect costs and the vom-

2 CFR Ch. Ii (1-1-09 Edition)

puatation of an indirect cost rate may be ac-
comphished through mmplified allocation
procedures. as described 11 subparagraph D.2
of this appendix

. Where an organizatioh has several major
functions winch bLenefit [rom its ndirect
costs 13 varying degrees allocation of indi-
rect ¢asts may reguire the accumulation of
such costs Inte Separate cost groupings
which then are allocated mdividaally to ben-
efiting functions LY means of a hase which
hest measures the relative degree of benefit
The indirect costs aliocated to cacn fupcuion
are Lthien distributed to 1mdividual awards and
other activities mcluded in that function by
means of an indirect cost rate(s).

¢. The determnation of what constitules
an organization’s major functions will de-
pend on 1ts purpose 1n being; the types of
services {t renders to the public. 1ts clients
and 1ts memuvers. aud the amount of effort 1t
devotes o such activities as fundraising
public information and membership activi-
ties.

d Specific methods for allocating indirect
costs and computing indirect cost rates
along with the conditions under which each
method should be used are described 11 sub-
paragraphs D.2 through § of this append:ix.

a. The base period for the allocation of in-
direct costs is the period 1n wilch such Coste
are mncurred and accuomulated for allocation
10 work performed 1n that period 'The base
nemod normally should colncide witn the or-
ganlzation & fisgal ycar! but. 1 any cveut.
shall be so selected as te avoid 1negulties 1n
the allocation of the costs.

2 Simplified atlocation methoed a Where
an organization’'s major fanctions benefil
from 1ts indirect costs to approximately the
same degree, the uliocation of 1mdirect costs
may be accomplished by soparating the orza-
myzation’s total costs for the base petiwd as
either direct or 1ndirect, ang dividing tne
total aliowahle indirect costs (net of applica-
ble credits) by an eguitable distrihution
base The result of this process is an indirect
cost rate which 1s used o distrinute indivect
caosts to mdividual awards. The rate should
be expressed as the percentage which the
total ameunt of allowable ndirect costs
bears to the base selected. This method
should also be used wherc alr organization
has only one major function encompassing a
number of individual projects or actinvities.
and may be used where the level of Federal
awalds 10 an orgauization 1s relatively
small.

b Both the direct costs and the ndirect
costs shall exclude capital expenditures and
unallowable costs. However. unallowable
costs which represent activities must be in-
¢luded in the direct costs under the condi-
tions described 1n subparagraph B 3 of this
appendix

¢. The castribution base may he total di-
rect ¢osts (excluading capital expenditures
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and other distorring 1toms. such as major
subcontracts or subgrants), direct salaries
and wages, or other base which results in an
eguitahle distribution. The cdistribution base
shall generally cxclude participant support
costs as aenined tn paragraph 32 of Appendix
B

d. Dxeept where a special rate(s) 1s re-
guired in accordance with subparagraph 3 of
this appendiX, the indirect cost rate devel-
oped under the anove principles is applicable
to all awards at the organization If a special
rate{si ts required. appropmate modifications
shall be made 1n order to develop the special
rate(s).

e Far an organization that receives more
than §10 million 1n Federal funding of direct
costs 1n a fiscal year, a hrealkkout of the indi-
rect cost component into two oroad catv-
egories. Facilities and Administration as de-
fined 1n subparagraph C.3 of this appendix, is
reguired. The rate in each case shall be stat-
ed as the percentage which the amount of
the particular mdirect cost category (i.e,
Factlities or Adminustration) is of the dis-
tribution base 1dentified with that category.

3 Multiple allocation base method.

a. General, Where an organization’s indi-
roct costs benefit 1ts major functions 1n
varying degrees. 1ndirect costs shall be acco-
mulated into separate cost groupings. as de-
scribed in subparagraph D.3.b of this appen-
dix. Each groupin® shall then be allocated
mdividually to lhenefiting f{onctions by
means of a base which best measures the rel-
ative benefits. The default allocation bases
by cast pool are describeg in subparagraph
D) 3 ¢ of this appendix

b Identification of indirect costs. Cost
groupings shall be established so as to per-
mit the alincntion of each grouping on the
basis of benelits provided to the major func
tions Jach groupine shall constitute a pnol
of expenses that are of like character in
terms of functions they benefit and in terms
of the allocation base which best measures
the relative henefits provided vo each func-
tion The groupings are classified within the
two hroad categories' ‘"Facilities” and - Ad-
mnistration.” as described in subparagraph
C.3 of this appendix. The indirect cost pools
are defined as follows:

(1) Depreciation and use allowances. The
axpenses under this heading are the portion
of the costs of the orgamization's Luildings,
capital tmprovements to land and buildings,
and eguipment which are computed in ag-
cordance with paragraph 11 of Appendix B to
this part (“Depreciation and use allow-
ances™ ¥

(2} Interest. Interest on debt associated
with certain huildings, equipment and cap-
ital 1mprovements arc computed i1n accord-
ance with paragraph 23 of Appendix B to this
part (“'Interest'"). i —
{57 Operation and maintenance expenses.
The expenses under this heading are those
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tiat have been imcarred for the admumstra-
tion. operation. maintenance, preservation
and protection of the organization's physical
plant. They include expcnses normally 1n-
curred for such 1tems as Janitor:al and atil-
ity services; repairs and ordinary or normal
alterations of buildings, furniture and equip-
ment: care of grounds; maintenance and op-
eration of buildings and other plant facili-
ties. security: earthquake and disaster pre-
paredness: environmental safety. hazardous
waste disposal property, liability and other
insurance relating to property: space and
capital leasing: facility planmng and man-
agement, and, central receiving. The oper-
ation and malntenance expenses category
shall also include its allocable share of
fringe benefit costs, depreciation and usc al-
lowances, and 1nterest costs.

(4) General administration and general ox-
penscs. (a) The expenses under this heading
are those that have been :ncurred for the
overall general executive and admimstrative
offices of the orgamezation and other ex-
penses of a general nature which do not re-
Iate solely to any maj)or function of the orga-
nization. This category shall alse include its
allocable share of fringe benefit costs, oper-
ation and maintenance expense. depreciation
and use allawances. and interest costs Ex-
amples of this categery ineclude central of-
fices, such as the director's office, the office
of finance, business services, budget and
planning. personnel, safety and risk manage-
ment, general counsel, management infor-
mation systems. and library costs.

(b) In developing this cost pool. special
care should be exercised to ensure that cosls
incurred for the same purpose i1n like cir-
cumstances are treated consistently as ei-
ther dirget or indivect costs. For example.
salarics of bechmical staff, project supphes.
project publication, telephone toll charses
computer costs. travel costs, and specialized
services costs shall be treated as direct costs
wherever identifiable to a particular pro-
gram. The salaries and wages of administra-
tive and pooled clerical staff should nor-
mally he treated as indirect costs. Direct
charging of these costs may be appropriate
where a major project or activity explicitly
reguires and budgets for admuimstirative or
clerical services and other individuals in-
volved can he 1dentified with the program or
activity. Items such as office supplies. post-
age. local telephone costs. periocdicals and
memberships should normally be treated as
indirect costs.

c Allocation bases. Actual conditions shall
he taken into account 1n selecting the base
to be used 1n allocating the expenses 1n sach
grouping to benefiting functions. The essen-
tial counsideration in selecting a method or a
base is that it is the one best suited for as-
signing the pool of costs to cost objectives in
accordance with bensiits derived; a traceable
cansc and effect relationship; or logic and

1

EEEEE - e

ATTACHMENT ... .E ..
PAGE .2 oF .. 1% paGES




Pt. 230, App. A

renson where neither the cause nor the ef-
feet of the relationship is determinable
When an allocation can be made by assign-
ment of a cost grouping directly vo the func-
tion benefited. the allocation shall be made
in that manner. When the expenses In a cost
SroupIng are More general 1N navure the al-
location shall be made through the use of a
selected base which produces results that are
equitable to both the Federal Government
and the orgamzation. The distribution shall
be made 1n accordance with the hases de-
scribed herein unless 1t can be demonstrated
that the use of a different base would result
1 a more equltable allocation of the costs.
or that a more readily available base would
not 1ncrease the costs charged to sponsorecl
awards. The results of special cost studies
(such as an engineering utility studyi shall
not he used to determine apd allocate the in-
direct ¢oste to sponsored awards

\1: Depreciation and use allowances Depre-
cation and use allowances expenses shall be
allocated 1n the following manner

(a) Depreciation or use alicwances on
Pulldimgs used exclusively in the conduct of
a simgle function. and on capital improve-
ments and equapment used 11 such buildings.
shall be assigned to that function

(y Depreciation or use allowances on
puildings used for more than one function.
and op camtal improvements and cquipment
used 1n such buildings shall be allocated to
the indnnadual fanctions performed i each
palkding on the hasie of usable square feet of
space. excluding common aleas, such as liall-
ways, starwelis. and restrooms

(¢ Depreciation or use allowances on
bu:ldings. capital improvements and eguip-
ment related space {(¢.g., individual rooms.
and laboratories) used jomtly by mere than
one function fas deternnned by the users of
the »pare) shall be treated as fottows. The
cost of each jointly used unit of space shall
be allocated to the Lenefiting functions on
the basis of either the emplovees and other
users on a full-time egmvalent (FTE) basis
or saiaries and wages of those individual
functions nenefiting from the use of that
space. or orzamzation-wide employee FTEs
o1 salaries and wages apphicable to the bene-
fiting fanctions of the organization.

() Depreciation or use allowances On cer-
taln captal unprovements to land. such as
pavedt parliing arcas. fences. sidewalks, and
the like. not included in the cost of muld-
gs shall be allocated to user cateqories on
a FTE basis and distributed to malor fone-
tions 1 proportion to the salaries and wages
of all employees apphicable to the functions

¢2) Interest, Interest costs shall he allo-
cated 1n the sarne manner as the deprecia-
tion or use aliowances on the bhuildings,
equipment and capital equipments to which
the interest relates, ——

(3) Operation and maintenance expenses.
Operation and marntenance expenses shall he

1
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allocated 10 the same mannel as the depre-
ciation and use atlowances.

14; General adminstration and general ex-
penses. General adminstration and general
expenses shall be allocated to benefiting
functions based on modified total direct
costs (MTDGCL as described 1n subparagraph
D.3.1 of this appendix. The expenses ncluded
i1 this category could be gronped first ac-
cording to major functlons of the oyganlza-
sion to which they render services or provide
benefits, The aggregate cxpenses of each
group shall then be allpcated to henefiting
functions hased on MTDC.

1 Order of distribution. (1) Indirect cost
caterories consisting of depreciation and usc
allowances, 1terest, operation and malte-
nance. and general adininistration and gen-
eral expenses shall be allocated 1n that order
to the remaining 1ndirect cost categaries as
well as to the major functions of the organi-
sation Other cost categories could e allo-
cated 1 the order determined to be most ap-
propriate by the organization. When cross al-
loeation of coste is made as provided 1n sub-
payagraph D.3.A.(2y of tlus appendix. this
order of aliocation does not apply.

(2) Normally. an indirect cost category will
be considered closed once 1t has been allo-
cated to other cost onjectives, and COSLS
shall not be subsequently allocated to 1L
However. a cross allocation ol costs hetween
two or more mmdirect coste catesories could
pe used if such allocation will resuit in &
more equitable allocation of costs If a cross
allocation 16 used. an appropnate modifica-
tion to the composition of the indirect cost
categories 1s reguired

¢. Application of indirect cost yate or
rates. Bxcept whele a speeial indirect Ccost
rate(s) 18 reguired 1n accordance with sub-
paragraph D.5 of Lhus appendix, the separate
groupings of mdirect coste allocated o each
major function shall he aggresated and
treated as a common pool for that function
The costs in the common pool shall then be
distributed to individual awards included 1D
that function by use of a single mdirect cost
rate.

£ Distribution basis. Indirect costs shall be
distributed to applicable spousored awards
and other benefiting activities within each
major functron on the basis of MTDC. MTDC
consiste of all salames and wages. fringe ben-
efits. materials and supplies, services, travel,
aund subgrants and subecohtracts ap to the
Arst $25.000 of each subgrant o1 sabcontract
(regardless of the period covered by ithe
subgrant o1 subcontract| Equipment camtal
expenditures. charges for patient care. rental
costs and the portion 1n excess of $25.000
shall be excluded from MTDC Parucipant
support costs snall generally De excluded
from MTDC. Other items may ooniy bt CX-
cluded when the Federal cost cogmzant

2
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axvency derernmunes that an exclusion is nec-
€S8ArYy Lo avolwd a serious ineguity in the dis-
tribution of indirect costs

# Individual Rate Compeonents. 4n indi-
1ect cost rate shall be determined for each
scparate mmdirect ¢est pool developed. The
rate in esach case shall be stated as the per-
centage which the amount of the particular
1ndirect cost pool 18 of the distribution base
identified with that pool Bach indirect cost
rate negotiation or determination agreement
shall include development of the rate for
each 1mdirect cost pool as well as the overall
indirect cost rate. The indirect cost pools
shall ba classifned within two broad cat-
egories “'Facilities™ and ““Administration,”
as described in subparagraph C.3 of this ap-
pendix

4. Direct aliocation method. a. Some non-
profit organizations treat all costs as direct
costs except general administration and gen-
cral expenses These organizations generally
separate their costs into three basic cat-
cgories: General admimstration and general
expenses, fundraising. and other direct func-
vions fincluding projects performed under
Federal awards). Joint costs. such as depre-
ciation. rental costs, operation and mainte-
nance of facilities, telephone expenses, and
the like are prorated individually as direct
costs to each category and to each award or
other activity using a Lase MOsL aAppropriate
to the particular cost being prorated.

b This method 1s acceptable, provided each
Joint cost is prorated using a base which ac-
curately measures the benefits provided to
each award or other activity, The bases must
be established in accordance with reasonable
criteria, and be supported by current data.
This method is compatible with the Stand-
ards af Accountimy and Financial Reporting
for Voluntary Health and Weaolfare Orocamza-
tions issued jointly by the National Health
Council, Inc, the National Assembly of Vol-
untary Health and Social Welfare Organtza-
tions. and the Umited Way of America,

¢. Under this method, mndirect costs con-
sist exclusively of general administration
and general expenses. In ail other respects,
the orgamzation's indirect cost rates shall
be computed 1n the same manner as that de-
scribed 1n subparagraph D.2 of this appendix.

5 Svecial indirect cost rates. In some in-
stances, a single indirect cost rate for all ac-
tivities of an organization or for each major
Tanctlon of the organization may not he ap-
propriate, since it would not take Into ac-
count those different factors which may sub-
stantially affect the mmdirect costs applicable
to a particular segment of work. For this
burpose, a particular segment of work may
e that performed under a single award or it
may consist of work under a group of awards
performed in a common environment. These

Pt. 230, App. A

resources emploved. the scientific disciplines
or technieal skills involved, the organiza-
ticnal arrapgements used, or any cembina-
tion thereof When a particular segment of
work 1g performed in an environment which
appears Lo generate a significantiy different
level of indirect costs, provisions should he
made for a separate 1adirect cost pool appli-
cable to such work. The separate indirect
cost pool should be developed during the
course of the regular allocation process. and
the separate indirect cost rate resulting
therefrom should be used. provided 11 1= de-
termined that the rate differs significantly
from that which would have been obtained
under subparagraphs D.2, 3, and 4 of this ap-
pendix. and the volume of work to which the
rate would apply is material.

E. Negotiation and Approval of Indirect Cost
Rates

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

a Cogmzant agency means the Federal
agency responsible for negotiating and ap-
pProviug Indirect cost rates for a non-profis
organization on behalf of all Federnl agen-
cies.

b Predetermined rate means an indirect
cost rate, applicable to a specified current or
future period. usually the orgamzation's fis-
cal year. The rate 15 based on an estimate of
the costs to be incurred during the period A
predetermined rate is not subiect to adyust-
ment

c. Fixed rate means an 1ndirect cost rate
which has the same characleristics as a pre-
determiined rate, except that the differsnce
between the estimated costs and the actual
costs of the period coveted by the rate is car-
ried forward as an adjustment to the rate
computation of a subscquent period.

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

e. Provisional rate or billing rate means a
temporary indirect cost rate applicable to a
specified period whach 18 used for funding, 1n-
terim reimhbursement, and reporting indirect
costs on awards pending the establishment of
a final rate for the period.

f. Indirect cost proposal means the doct-
mentation prepared by an organization to
substantiate its claim for the reimbursement
of 1ndirect costs This proposal provides the
basis for the review and negotiation leading
to the establishment of an organization's in-
direct cost rate.

8. Cost objective means a function, organi-
zational subdivision, contract, grant. or
other work unit for which cost data are de-

factors may include the physical location of-- sired and for which provision is made to ac-

the worlk, the level of administrative support
required, the nature of the facilities or other

cumulate and measure thc cost of processes,
projects, Jobs and capitalized projects.

153

PAGE .5

ATTACHMENT _...E._ ...
OF .. 2% . pAGES




Pi. 230, App. B

2 Kegotiation and approval ol 1ates a. Un-
Jess dhfferent arrangements are agreed to by
the agencles concerned, the Federal agency
with the larzest dollar value of awards with
an orgaunization will be designated as the
cognizant agency for the negotiatioh and ap-
proval of the ndivect cost rates and. where
necessary. other rates such as fringe benefit
and computer charge-ont rates Once an
agency 18 assiened cognizance for & par-
ticular non-profit organzation, the assign-
ment will not be changed unless there 1s a
major 1bng-term shift in the dollar volume of
the Federal awards to the organization. All
concerned Federal agencies shall be given
the opportunity to participate mn the nego-
tiation process but. after a rate has been
agreed upon, 1t will be accepted by all Fed-
eral agencies. When a Federal agency has
reason to believe that special operating fac-
tars affecting 1ts awards necessitate special
mdirect cost rates 1 accordahce with sub-
paragraph D.5 of this appendix. 1t will. prior
to the time the rates are negotiated. notyfy
the cognizanl agency.

b A non-profit orgamzation which has not
previously established an indirect cost rate
with a Faderal agency shall submit its imi-
tial 1mdirect cost proposal immediately after
the organization 15 advised that an award
will be made and, in no eveunt. later than
three months after the effective date of the
award.

. Orzanizations that have previously es-
tablished 1ndirect cost rates must subnut &
new indirect cost proposal to the cognizant
agency within six months after the close of
each fiscal year

d A predetermined rate may be negotiated
for use on awards whetre there is reasonable
assutance. hased on past experlence and reh-
able projection of the orgamezalion s costs,
that the rate 13 not hkely Lo cuceed a rate
hased on the organization's actual cosis

¢ Tixed rates may be negotiated where
predetermined rates are not considered ap-
propriate. A fixed rate, however. shall not he
negotiated if all or a substantial portion of
the orgamzation’s awards are expected to ex-
pire before vhe carry-forward adustment can
e made. the mix of Federal and non-Federal
work at the organization 1s too ervatic to
peimit an equitable carr}-forward adyust-
ment. or the argamzabion’s operations fluc-
tuate significantly from yvear to vear

{ Provisional and final rates shall he nego-
t1ated whele neither predeternuined no: fixed
rates are appropriate.

o The results of each negotiation shall be
formalized 1n a written agreemeut hetween
the cognizant agency and the non-profit or-
canization The cognizant agency shall dis-
tribute copies of the agreement to all con-
cerned Federal agencies. —_—

h. H a dispute arises in a negotiation of an
mdirect cost rale between the cogmzant
agency and the non-profit organization, the

2 CFR Ch. Il (1-1-09 Edition)

daispute shall be resolved in accordance with
the appeals procedures of the cosmzant
agency

1 Te the extent that problems are encoun-
tered among the Feaeral agencles 111 conlec-
tion with the necotniation and approval proc-
ess. OMB will lend assistance as regurred to
resolve such problenis 11 & timely mauner

APPENDIX B TO PART 230—SELECTLD
ITEMS OF COST

SLELECTED 1TEMS OF COST
TABLE OF CONTEKTS

Advertising angd public relations costs
. Advisory conncils
Alcoholic beverages
Audit costs and related services
Bad debts
Bonding costs
. Communication costs
. Compsnsation for personal services
. Contingency provisions
0. Defense and preosecution of criminal and
civil proceedings. claims. appeals and
patent infringement
11 Depreciation and use allowances
12 Donations and contributious
13 Emplovee morale health and welfare
CcOSts
14 Entertainment COSELE
15, Eguipment and other capital expendi-
tures
16. Fines and penalties
17 Fund raising and mvestment manage-
ment costs
18 Gains and losses on depreciable assets
19 Coods or services for personal use
20. Housing and personal living expenses
21 Idle facihifies and idle capacity
22 Insurance and indemnification
23. Interest
24 Labor relations ¢osts
25 Lohbying
26 Liosses on other sponsored agreements
or contracts
27 Maintenance and repair costs
28, Materials and supplies costs
20, Meetings and conferences
30 Memberships. subscriptions. and profes-
sional activity costs
31 Organzation costs
2 Page charges in professional journals
32 Participant support costs
39 TPatent costs
35 Plant and homeland security costs
36 Pre-agreement costs
37 Proiessional services costs
38 Publication and printing cosis
39 Rearrangement and alteration costs
4C. Reconversion costs
41. Recrmiting costs
2. Relocation costs

W0 R N1 U D 0O ta

43 Rental costs ol buildings and cquipment —- -

44 Royalties and other costs for use of pat-
ents and copyrights
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Selline and ma keting

Specialized servce facilities

Taxes

Termmation costs applicable to spon-
sored agrecments

Traimmng costs

Transportation costs

Travel costs

Trustees

15
16.
A7
48

14
50
31
52,

ATTEXNDIX E TO PART 230—S LLECTELD I'VEMS OF
cosT

Paragraphs 1 through 32 of this appendix
provide principles to be applied in estab-
lishung the allowability of certain items of
cost These principles apply whether a cost 1s
treated as direct or indirect. Failure to men-
tion a particular item of cost 1s not 1ntended
ta 1mplv that 1t 15 unallowable' rather, de-
termination as to allowab:ility in each case
should be based on the trcatment or prin-
¢iples provided for similar or related items
of cost.

1. Advertising and public relations costs. a.
The term advertising costs means the costs
of advertising media and coroliary admims-
trative costs. Advertising media include
magazines. newspapers, radic and selevision,
direct maii. sxhibits, electronic or computer
transmittals, and the like.

b. The serm public relations meludes com-
munity relations and means those activities
dedicated te maintaining the image of the
non-profit orgamization or maintaming or
promoting understanding and favorable rela-
tlons with the community or public at large
or any segment of the public,

¢. The only allowable advertising costs are
those which are solely for: f

(1) The recruitment of personnel required
for Lhe perfoimance by Lhe non-pirofit organi-
zatinn of ablizations arising under a Federal
award {See also paragraph 41, Recrciting
cogts, and paragraph 42 Relocation costs, of
this appendix,

(2) The procurement of 2o0ods and services
for the performance of 2 Federal award:

(37 The disposal of scrap or surplus mate-
r1als acguired 1n the performalice of a Fed-
eral award except when non-profit organiza-
tions are reimoursed for disposal costs at a
predetermined amount; or

i4) Other specific purposes necessary to
mest the requirements of the Federal award.

d. The only allowahle public relations costs
ale:

(1: Costs specifically required by the Fed-
eral award;

(2) Costs of communicating with the public
and press pertainlng to specific activities or
accomplishments which result from perform-
ance of Federal awards (these costs are con-
sidered necessary as part of the outreach ef-
fort for the Federal award); or
— (31 Costs-of conducting general liaison with
news media and government public relations
officers, t0 the extent that such activities

1
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are hmited to communication and liaison
necessary lkeep the public informed on mat-
ters of public concern. such as notices of
Federal contract/grant awards, financal
mMAatters, etc.

e. Costs identified in subparagraphs & and d
1f incurred for more than one Federal award
or for both sponscred work and other work of
the non-profit orcanization, are allowable to
the extent that the principles i1n Appendix A
te this part, paragraphs B, (*“Direct Costs'™)
and C. {*'Indirect Costs’) are abserved.

{. Unallowable agvertising and public rela-
tions costs include the follawing:

(1) All advertising and public
costs other than as specified in
graphs ¢, d. and e;

(2) Costs of meetings, conventions. con-
vocations, or other ¢vents retated to other
activities of the non-profit organization, in-
cluding:

(a} Costs of displays, demonstrations, and
exhibits;

fb) Costs of meeting rooms, hospitality
swites, and other special facihities used in
conjunction with shows and other special
events; and

(c) Salaries and wages of emplovees en-
gaged i setting up and displaying exhibits,
making demonstrations, and providing hrief-
ings:

(3) Costs of promotional items and Inemo-
rabilia, cluding models, gifts. and sou-
venirs,

(4 Coste of advertising and public relations
designed solely to promote the non-profit or-
ganization.

2. Advisory Councils. Costs incurred by ad-
visory couneils o1 committees are allowable
as a direet cost where authorized by the Fed-
eral awarding agency or as an 1mdirecl cost
where allocalile to Federal awards,

3 Alccholic beverages. Costs of alecohohc
beverages are unallowable,

4. Audit costs and related services a. The
costs of andits required by. and performed in
accordance with, the Single Audit Act, as
implemented by Circular A-133. —Audits of
States, L.ecal Governments, and Non-Profit
Organizations™ are allowable. Also see 31
U.5.0. 7505(k) and section 230 ( *Audit Costs '}
of Circular A-133.

h. Other audit costs are allowable if 1n-
cluded m an indirect cost rate proposal. or if
gpecifically approved by the awarding agen-
Cc¥ as a direct cost to an award.

¢. The cost of agreed-upon procedures en-
gagements t0 monitor subrecipients who are
exempted from A-133 under section 200td) are
ailowable, subject to the conditions listad in
A-133, section 230 {bJ)(2;.

5. Bad debts. Bad debts. including losses
(whether actual or estimated) arising from

reiations
subpara-

uncollectable accounts and-other claims. re-- - .

lated collection costs, and related iegal

cosbs, are unallowable.
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& Boncing costs. a. Bonding coste arse
when the Federal Government requires as-
surance agamnst financial loss to 1tsell ol
othiers by 1eason of the act or default of the
non-profit orgamzation. They arwse also in
mstances wiere the non-profit organization
reguires similar assurance Included are sach
honds as bid. performance. payment, advance
payinent, infringement, and fidelivy Londs.

b Costs of bonding regulred pursuant to
the terms of the award are allowable

¢ Costs of nonding reguired by the uol-
profit organtzation 1 the general conduct of
1ts operations are allowable to the extent
that such bLonding 18 1 accordance with
sound business practice and the rates and
premuums are reasonable under the cir-
cumstances.

7 Communication costs Costs incurred for
telephone services, local and long distaice
telephone calls, tclegrams, postage, mes-
senger. electionic or computer transmittal
zervices and the lilze are allowalle.

8 Compensation for personal services. a.
Definition. Compensation for personal serv-
1ces anctudes all compensation paid cur-
vently ot accrued by the orgamzation for
services of employees rendered during the
period of the award (except as otherwise pro-
vided 1n subparagraph 8.h of this appendix})
It includes but 1s not lunited to. salaries.
wages. director & and executive committee
member s fees 1ncentive awards. fringe bene-
fits pension plan costs. allowances for off-
site pav. 1meentive pay. location allowantes
hardship pay: and cost of living differentials.

N Allowability. Bxcept as otherwisc spe-
cifically provided in this paragraph the
costs of such compensation are allowable to
the extent that’

(11 Total compensation to indhividual eni-
ployees 1s reasonable for the services 1en-
dered and conforms to the estavhished policy
of the orgamization consistenily apphed to
hoth Federal and non-Federal activities. aud

(2) Charges to awards whether treated as
direct or indirect costs are determuuned and
supported as reyulred in this paragraph.

¢ Reasonableness (1) When the orcaniza-
tion is predominantly engaged in activities
pther than thosc sponsored by the Federal
Govermment, compensation for emplovees on
federally-sponsored work will be considered
reasonable to the extent that it is consistent
with that paid for similar work 1n the orga-
mzation’s other activities.

(2) When the organization 1¢ predomiuantly
encaced 10 federally-sponsaled activities and
m cases where the kind of employvees re-
quired for the Federal activities are not
found i the organization’s other activities
compensation for employees on flederally-
sponsored worlk will be considered reasonahle
to the extent that it is comparable to that

2 CFR Ch. Il {1-1-09 Edition)

d. Special considerations 1n determining
allowability Cerctain conditions ieguire 5pe-
ci1al consideration and possible limitations 1n
determining  ¢osts unGer Federal awaids
where amounte or types of compensation an-
pear unreasonable. Among such conditions
are the following

(1) Compensation to memnibers of nou-profit
organizations. trustees, directors, assoclates
officers, or the mmediate famehes thereof
Datermination should be made that such
compensation 1s veasonable for the actual
personal services rendered rather than a dis-
tribution of earnings in excess of CosLs

(2) Any change in an organization & com-
pensation policy resulting v & suhstantial
increase 1 the orgamzation s level of com-
pensation, particularly when it was concur-
rent with an increase in the ratio of Federal
awards to other activities of the organiza-
tion or any change :n the treatment of al-
lowakility of specific types of compensation
due to changes in Federal policy.

e. Unallowable costs. Costs which are unal-
lowable under other paragrapnhs of this ap-
pendix shall not be allowabie ander this
paragraph solely on the basis that they con-
stitute personal compensation,

{. Uvertime. extra-pay shift, and multi-
shift premiums. Premuums ful  overtime,
extra-pay shifts. and multi-shift work are al-
lowable only wivh the prior approval of the
awarding agency except:

f1v When necessary to cope with emer-
gencies. such ag those lesuluing from aco-
dents, mnatural disasters, breakdowns of
cquipment, or cccasional operational hottle-
necks of a sporadic nature

(2) When cmployees are performing indi-
1rect functions. suel as admiistration, main-
tenance, or acecounting .

(3: In the porformance of tests, laboiaiory
procodures.  or  other sunilar  operations
which are contiuuons 1 nature and cannot
reasonably be interrupted or atherwise comn:-
pleted

{4) When lower overall cost to the Federal
Government will resnlt

g, FPringe benefits. (1) Fringe benefits 1n
the form of recular compensation paid to
employvees during periods of anthormzed ahb-
sences from the Jol, such as vacation leave,
sick leave military lcave and the ke, are
allowable, provided such costs are absorbed
by all orgamszation aclivities 1p proportion
to the relative amount of time or ¢ffort acty
ally devoted to cach.

(2) Fringe benefits in the form of emplover
contlriputions or expensss for social secunty
employee nsurance, workmen's compensa-
tion msurance pension nplan costs tsee sub-
paragraph 8.h of this appendix). and the hke.
are allowahle, prowvided such benefits are
granted in accordance with established wnt-

paid for sumilar work in the labor markets in ten orgamzation policies Such benefits

which the organization competes for the  whether treated as indirect vosts or ar duect
Ling of emplovees involved costs. shall be distributed te particular
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awards and other activities in a mwanner con-
sistent with the pattern of bencfits accruing
to the 1ndividdals or egroup of emplovees
whose salaries and wages are chargeable to
such awards and other activities

(dicar Previsions for a reserve under a self-
msurance program fHr unemplovment com-
pensation or workers’ compensation are al-
iowable to the extent that the provisions
represent reasonable estimates of the liabil-
ities for such compensation. and the types of
coverage. extent of coverage. and rates and
premiums would have been aliowable had in-
surance been purchased to cover the risks.
However. provisions for self-insured liabil-
ities which do not become pavable for more
than ane year after the provision 1s made
shall not exceed the present value of the Li-
ability.

(by Where an orgamzaton foliows a con-
si1stent policy of expensing actual payments
10, or on behall of, employees or foriner em-
ployees for unemployment compensation ar
workers' compensation, such payments are
allowable 1n the year of payment with the
prior approval of the awarding agency, pro-
vided they are allocated to all activities of
the organization.

4y Costs of insurance on the lives of trust-
ees, officers. or other employees holding po-
sitions of similar responsibility are allow-
able only to the extent that the insurance
repres>nts additional compensation. The
costs of such i1nsurance when the organiza-
t1on 12 named as heneficiary ars unallowable.

h.  Orgamzation-furnished automobiles.
That portion of the cost of orgamzation-fur-
nished avtomobiles that relates to nersonal
nse by employees (including transportation
to and {rom work) is unaliowable as fringe
benefit arv 1ot roafs regardless of wheth-
er the coslh 1y reporied as taxabie fncome to
the emmoyres These costs are allowable as
direct costs to sponsored award when nec-
essary for the performance of the sponsored
award and approved by awarding agencies.

1. Pension plan costs 1) Costs of the orga-
nization’s pension pian wihch are incurred in
accordance with the established policies of
the organization are allowable. provided:

() Such policies meet the test of reason-
ableness,

(1) Thie methods of cost allocation are not
diseriminatory;

t¢) The cosb assigned to each fiscal year 1s
determ:ned in accordance with generally ac-
cepred accounting principles (GAAP), as pre-
scribed i Accounting Principles Board Opin-
ion Xo. 8 :ssued by the American Institute of
Certified Public Accountants; and

td) The costs assigned to a given fiscal year
are funded for all plan participants within
s1x months after the end of that year. How-
aver, increases-to-normal-and past service

‘pernsion costs caused by a delay in funding

the actuarial hability beyond 30 days after

PI. 230, App. B

each guarter of the year to which such costs
are assignable arc unallowable.

(2) Pension plan termnation 1nsurance
premiums paid pursuant to the Employee
Retirement Income Security Act (ERISA) of
74 (Pub. L. 93-406) are allowable Late pay-
ment charges on such premiums are unallow-
ahle

(3) Exeise taxes on accumulated fanding
deficiencies and other penalties imposed
under ERISA are unallowable.

;7 Incentive compensation Incentive com-
pensation to emplovees hased on cost reduc-
tion, ar efficient performance, suggestion
awaris. safety awards, etc., are allowable to
the extent that the averall compensation 1s
determined to be reasonable and such costs
are paid or accrued pursuant to an agree-
ment entered inte in good faith between the
organization and the employees hefore the
services were rendered, or pursuant {o an es-
tahlished plan followed by the organization
s0 comnsistently as to imply. in effect, an
agreement to make such payment.

kK Severance pay. (1) Severance pay. also
commonly referred to as dismissal wages, 1s
a puyment in addition to regular salaries and
wages, by organizations to workers whose
employment is being terminated. Costs of
severance pay are allowable only to the ex-
tent that in each case. it is required by.

(a) Law

(b) Employer-employee agreement

(¢) Established pohicy that constitutes, in ef-
fect, an ymplied agreement on the organi-

. zation's part, or

(dY Circumstances of the particular employ-
ment,

(2} Costs of severance payments are divided

mto two categories as follows:
J(a) Aciual normal twrnover severance pay-
menls shall be allocated to all activities or.
where the orgamization provides for a rescrve
for normal severances. such method will be
acceptable 1f the charge to current oper-
ations is reasonable 1n hght of payvments ac-
tually made for normal severances over a
representative past period, and if amounts
charged are allocated to all activities of the
oUgAMzZaAt.on

{b) Abnormal or mass severance pay is of
such a conjectural! nature that measurement
of costs by means of an accrual will not
achieve equity to both parties Thus. accru-
als for this purpose are not allowable. How-
ever, the Federal Government recognizes its
obligation to participate, to the extent of its
fair share, 1n any specific payment. Thus. al-
lowability will be considered on a case-by-
case basis 1n the event or cccurrence.

(¢) Costs incurred in certain severaince pay
packages (commonly known as ‘& golden
parachute’” payment) which are in an
amount 1n excess of the normal severance—-

pay paid by the organization to an employee
upon termination of employment and are
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prid o the emplovee contingent wupon a
change 1n mabagement contrel over. ol owl-
ersiip of. the oyganizatiol’s assets are unal-
lowable

(¢ Severance pavments to foreign hation-
als emploved by the organization outside the
United States, to the extent that the amount
esceeds the customary or prevailing prac-
tices for the organmzation in the Umted
States are unallowable unless they are nec-
gssaly for the performance of Federal pro-
grams and approved by awarding agencies.

te; Severance payments Lo foreign nation-
als employed by the organlzation outside the
Tmrted States due to the termination of the
foreign national as a result of the closing of,
or curtailment of activities by. the organiza-
tio4 10 that country. are unallowable, unless
they are necessary for the periormance of
Federal programs and approved by awarding
agencles.

1 Traimng costs. See paragraph 49 of this
appendix.

m Support of salaries and wages.

(1) Charges to awards for salaries and
wages, whether treated as direct costs or 1n-
direct costs. will be based on documented
payrolls approved by a responsible officiai(s)
of the orgamzation. The distribution of sula-
ries and wages to awards must be supported
by persomnel acuvity reports. a: prescribed
1n supparagraph 8.m.(2) of this appendix. ex-
cept when a substitute svstem has been ap-
rroved 1n writine ny the cognizant agency.
(See subparagraph E.2 of Appendix A to this
part.}

(2) Reports reflecting the distribation of
activity of each employee must be main-
tained for all ‘staff members (professionals
and nonprofessionals) whose compensation is
charged. 11 whole ol 1 part, directly to
awards In addition. 1n order to sappolt the
allovation of indirect cnsts such reports
must also be maintained for other emplovees
whose work involves two or more functions
or activities if a distribution of their com-
pensation between sach functions or activi-
t1es 1s necaed 1n the determination of the or-
ganization’s indirect cost rate(s) (e g.. an em-
ployee engaged part-time in indirect cost ac-
tivitles and part-time in a direct functioni.
Reports maintained by non-profis organiza-
tions to satisfy these reguirements must
meet the following standatrds:

(a1 The reports must reflect an after-the-
fact determination of the actual activity of
each employvee Budget estimates (.e., esti-
mates determned before the services are
performed) do not guahify as support for
charges Lo awards.

b Each report must account for the total
activity for which employvees are com-
pensated and which is required 1n fulfillment

_of their obligations Lo the organization.

1c) The reporte must be signed Ly the indi-
vidual employee, or by a responsible super-
visory official having first hand knowledge

2 CFR Ch. Il {1-1-0% Edition)

of the activities perfornied by the employvee
that the distribution of actrvity represents a
reasonable estimate of the actual work pei-
tormed by the employvee during the periods
covered by the 1eports,

(d' The reports must be prepared at icast
monthly and must coincide with one 01 mare
pay perods,

(3; Charges lor the salaries and wages of
nonprofessional employees. 1 addition Lo
the supporting documentation described n
subparagraphs (1) and (2). must also be sup-
ported by records indicating the total num-
her of honre worked each day malntained 1b
conformance with Department of Labor reg-
wlations 1mplementing the Fair Labor
Standards Act (FLSA1 (29 CFR part 516, Fol
this purpose the term “nonprofessional em-
ployvee’ shall have the same meaning as
“nonexempt empioyee.” under FLsSAa

(4) Salaries and wages of employees used 11
meeting cost sharing or matching regure-
ments on awards must be supported in the
same manner as salames and wages claimed
for reimbursement from awarding agencies.

9. Contingency provisions. Contributions
$t0 a contingency reserve or any similar pro-
visicn made for events the oeccurrence of
which cannot be foretold with certainty as
to tume. intensity, or with an assurapce of
their happeming are unaliowable. The term
gontingency reserve’’ excludes self-1usul -
ance reserves (see Appendix B to this part
paragraphs 8.g (3) and 22.a(2yd);, pension
junds (see paragraph 8.1 anc reserves fol
normal severance pay (see paragraph 8.k

10. Defense and prosecution of criminal anc
¢ivil proceedings. claims, appeals and patent
infringement. ' '

a. Definitions (1) Conviction, as used here-
in, means a judginent or a conviction of a
criminal offense by any court of competent
jurisdiction, whether cntercd upon as a vei-
dict. or a plea. including a convichion due to
a plea of nolo contendere.

(2) Costs include, but are not hnnted to,
adminmstrative and clerical expenses, the
cost of legal services, whether performed hy
in-house ol private counsel. and the caosts of
the services of accountants, consultants, or
others retained by the organization to assist
1t. costs of employees, officers and trustees
and any similar costs incurred before, dur-
ing. and after commencement ol a judicial o)
administrative proceeding that bears a di-
rect relationsinp to the procesdings.

(3) Frauwd. as used herein. meaus acts of
fraud corruption or attempts to defraud the
Tederal Governinent or Lo corrupt 1ts agents.
acts that constitute a causc for debarment
o1 suspension (as specifed 11 agency regula-
tions). and acts which violate the False
Cianims Act. 81 U.8.C. sections 3728-3731. or
the Anti-Kickback Act, 41 U.8.C.. sections 31

-and 54, ——

14) Penalty does not include restitntion. re-
imbursemment ol compensatory damages
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(51 Proceeding includes an mvestigation.

b. 1) Bxcept as otherwise described herein.
coste incurred in connection with any crimi-
nal. civ1l or admimstrative proceedmsg (1n-
cluding filing of a false certification) com-
menced by the Federal Government. or a
State, local or forelgn covernment, are not
allowable if the proveeding, Relates to a vio-
lation of, or failure to comply with, a Fed-
eral. State local or foreign statute or regu-
lation by the orgamzation (1ncluding its
agents and employees), and results 1n any of
the following dispositions-

ta) In a criminal) proceeding, a conviction.

tb) In a ctvil or administrative proceeding
involving an allegation of {raud or similar
misconduct. a determination of organiza-
tional Itability,

(c) In the case of any civil or administra-
tive proceeding. the impesition of a mone-
iLary penalty.

tdy A final decision by an appropriate Fed-
eral official to debar or suspend the organi-
zation, to rescind or void an award, or to ter-
minate an award for defanlt by reason of a
viclation or failure to comply with a law or
regulation.

{e) A disposition by consent or com-
piomise, 1f the action could have resulted in
any of the dispositions described in sitbpara-
graphs 10.b.(1Ka). (b tc) or (dy of this appen-
dix, |

(2) If more than one proceeding involves
the same alleged nisconduct, the costs of all
sach proceedings shall be unallowable if any
onc of them results in one of the dispositions
shewn in sehparagraph 10.b.(1) of this appen-
dix.

¢ If a proceeding referred to in subpara-
araph 10.b of this appendix 18 commenced by
the Federal Government and 1s resolved by
CONRAILEL OF COMPromise purstant to an agree-
ment entered mte by the organization and
the Federal Government, then the coste 1n-
curred by the organization in connection
with such procesdings that are otherwise not
allowabie under subparagraph 10.b of this ap-
pendaix may be allowed to the extent specifi-
cally provided 1n such agreement.

d, If a proceeding referred to in subpara-
graph 10.b of this appendix is comrmenced by
a State, local or foreign government, the au-
thomzed Federal official may allow the costs
incurred by the organization for such pro-
ceedings, if such authorized official deter-
mines that the costs were incurred as a re-
sult of a specific teérm or condition of a fed-
erally-sponsored award, or specific written
direction of an authorized official of the
SpONsSOring agency.

e Costs incurred in connection with pro-
ceedings described in subparagraph 10.b of
this appendix, but which are not made unal-
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vt The costs ale reasonable in relation to
the activities required to deal with the pro-
ceeding and the underlying cause of action:

(27 Payment of the costs incurred, as allow-
able and aliocable costs, is not prohibited by
any other provisionts) of the sponsored
award:

(3) The costs are not otherwiae recovered
from the Federal Government or a third
party. either directly as a result of the pro-
ceeding or otherwise: and,

141 The percentage of costs allowed does
not exceed the percentage dstermined Ly an
authorized Federal official to be appropriate,
considering the complexity of the litigation.
generally accepted principles governing the
award of legal fees in civil actions involving
the United States as a party. and such other
factors as may be appropriate. Such percent-
age shall not exceed 80 percent. However, if
an agreement reached under subparagraph
10.c of this appendix has explicitly consid-
ered this 80 percent limitation and permitted
2 higher percentage, then the full amount of
costs resulting from that agreement shall he
allowable.

f. Costs i1ncurred by the organization 1n
connecticn with the defense of suits brought
by its employees or ex-employees under sec-
tion 2 of the Major Fraud Act of 1988 (Pub L
160- 700), including the cost of all relief nec-
essary to make such emplovee whole. whetre
the erganization was found liable o: settled.
are unallowable.

g. Costs of legal. accounting, and consult-
ant services, and reiated costs. 1ncurred 1n
connection with defense against Federal
Government clatms or appeals. antitirust
suits, or the prosecution of claims or appeals
agamnst the Federal Government, are unal-
lowable.

n. Costs of lewal, acconnting, and cousnlt-
ant servicszs. and related costs. incurred an
connection with patent infringement litiga-
tion. are unallowable unless otherwise pro-
vided for in the sponsored awards.

1. Costs which may be unallowable nnder
this paragraph, including directly associated
costs, shall be segregated and accounted for
by the organization separately. During the
pendency of any proceeding covered by sub-
paragraphs 10.b and { of this appendix, the
Federal Government shall generally with-
nold payment of such costs. However, if in
the best interests of the Federal Govern-
ment, the Federal Government may provide
for conditional! payment upon provision of
adequate security, or other adeyuate assur-
ance, and agreements by the organization to
repay all unallowable costs. plus Interest, if
the costs are subsequently determined to be
unallowable.

i1. Depreciation and use allowances. a.
Compensation for the use of buildings. other

lowable by that subparagraph, may be al——— capital—improvements. and egquipment on
lowed hy the Federal Government, but only  hand may be made through nse allowance or

to the extent that.

depreciation. However, except as provided in
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paragraph 11.f of this appendix. & comiina-
tion of the two methods may not be used 1n
conmection with a single class of Nxed assets
lc.g.. buildings, office cguipnient. computer
eguipment. etc.h -

L The computation of use allpwances or
depreclation shall be based on the acquisi-
tion cost of the assets involved The acquisi-
tiou cost of an asset donated to the non-prof-
1t orgamzation bY a thard party shall be its
fair market value at the time of the dona-
tion

¢ The computation of use allowaunces or
depreciation wall exclude-

(1) The cost of land:

{2y Any portion of the cost of buildings and
eguipment borne by or donated by the Fed-
eral Government irrespective of where title
was orginally vested or where it presently
resides, and

(3, any portion of the cost of buildings and
equipment coutributed by or for the non-
profit organization in satisfaction of a statn-
tory matching reguirement.

d General criteria where deprectation
method 18 followed:

(1} The period of useful service (useful life)
established in each case for usable capital
asscts must take into consideration such fae-
tors as tvpe of coustructiop, nature of the
equipment nsed, technological developments
1 the particular program area, and tie re-
newal and replacement policies followed for
the mmdividual 1tems or classes of assets 1n-
volved The method of depreciation used Lo
assign the cost of an asset (or greoup of as-
sets) to accounting periods shail reflect the
pattern of consumption of the asset during
1ts useful life.

(2y In the absence of clear evidence indi-
cating that the expected consumption of the
wssel will be significantly greater or lesser in
the early portione of its useful hife than in
the later portions, the stralght-line method
shall be presumed to be the appropriate
method.

(3y Depreciation methods once used shall
not be changed unless approved in advance
by the cognizant Federal agency. Wheu the
depreciation method 15 1ntroduced for appli-
cation to assets previously sulnect Lo a use
allowance. the combination of use allow-
ances and depreclation applicable to such as-
sets must not exceed the total acguisition
cost of the assets.

¢, When the depreciation method is used
{or buildings. a building's shell may be seg-
regated {rom cach building component (c .
plumbing system, heating. and an condi-
tioning system, etc.) and cach i1tem depre-
ciated over its estimated useful life or the
entire building (1.e,, the shell and all compo-
nents) may be treated as a single asset and
depreciated over a single useful life,

{ When the depreciation method-s nsed for
a particular class of assets, no depreciation
may be allowed on any such asscts that.
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2 CFR Ch. It (1-1-0% Edition)

under subpuragraph 11.4 of tlus appenul:
wonld be viewed as fully depreciated. How-
ever a reasonable use allowance mayr he ne-
gotiatsd for such assets {f warranted afte:
taliing 1nto consideration the amount of de-
preclation previously charged to the Federal
Governmelit. the estimated useful DLife re-
maining at time of negotiation, the effect of
any mcreased maintenance charees or de-
creased efficiency due to age. and any other
factors pertinent to the utilimation of the
asset {or Lthe purpose contemplated.

g Critema where the use allowance method
15 followed.

(1) The use allowance for bunldings and uu-
provement (including land mprovements.
such as paved parkiug areas, fetces. and
sidewalks) will be computed at an annual
rate not exceedine two percent of acquisition
cost.

(2) The use allowance for eqmipment will be
computed at an annual rate not exceeding
six and two-thirds percent of acgumisition
cost. When the use allowance method 15 used
for buildings the entire bullding must be
treated as a single asset: the building £ com-
ponents te.g.. plumbing svstem. heating and
alr conditioning, etc.) canunoct be segregated
from the building's shell

(3) The two percent limitation, howevel,
need not be applied to equipment which is
merelt attached or fastened to the building
but not permanently fixed to it and whieh is
used as feruishings or decorations or far spe-
cialized purposes (c.g.. dentist cuolre and
dental treatment units. counters laboratory
penches bolted to the floor, dishwashers,
modnlar furniture, carpeting. etc.)  Such
eguipment will be considered as not heing
permanently fixed to the building 1f 31t can be
removoed without the need for costly or ex-
tensive alterations or repalrs to Lhe building
or the equipment. Egwmipment that meels
these criteria will be subject tc the 633 per-
cent equipment use allowanege himitation.

h Charges for use allowances or deprecia-
tion must be supported hHy adequale property
records and physical inventories must be
taken at least once every two years (a statis-
tical sampling basis 1s acceptable! to ensure
that assets exist and are usable and needed.
When the depreciaticn method 15 followed,
adeguate depreciation records imdicating the
amount of deprecilation taken each period
must also be maintained

12, Donations and contributions.

a Contributions or douafilons rendered
Contributions or donations neluding cash,
property, and services, made by the organi-
zation regatdless of the recipient, are upal
lowable

b. Donated services received

(1) Donated or volunteer services may be
furnished to an organizavion by professional

Tand techmical personnel. consultants, and
other skilled and unskilled labor. The value
of these scrvices 15 not reimbursable either
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as o direct or wdircet cost. However, the
"value of donated services mav be used ta
meet ¢ost sharing or matching reguirements
-in accordance with the Common Rule

(2y The vaine of donated services utilized 1n
sthe performance of a direct cost activity
shall when material in amount. be consid-
ered in the determination of the non-profit
orzantzation’s indirect costs or rate(st and.
accordingly. shall be allocated a propor-
tionate share of applicable indirect costs
when the following exist:

{a) The aggregate value of the services 1s
material,

th) The services are supported by a signifi-
cant amount of the :indirect costs incurred
by the non-profit organization; and

tc) The direct cost activity 1s not pursued
primarily for the beneflt of the Pederal Gov-
ernment.

{3) In those instances where there is no
basis for determining the fair market value
of the services rendered. the recipient and
the cognizant agency shall negotiate ah ap-
propriate allocation of indirect cost to the
services.

t4) Where donated services dircctly benefit
a project supported by an award, the indirect
costs allocated to the services will he consid-
ered as a part of the total costs of the
Project, Such indirect costs may be reim-
bursad under the award or used to mest rost
sharing or matching requirements.

(5} The value of the donated services may
be used to meet cost sharing or matching re-
quirements under conditions described 1n
Section 215.23 of 2 CFR part 215 (OMPE Cir-
cunlar A-110). Where denated services are
treated as indirect costs, indirect cost rates

::11 separate the value of the donations so
that reimibursernent will not be made.

. Donated goods or space. (1) Donated
gooda: t.e.. expendable porsonal property/sup
phes, and donated use of space may be fur-
nished to a non-profit orgamization The
valge of the goods and space is not reumburs-
able either as a direct or indirect cost.

(2) The value of the donations may be used
to meet cost sharing or matching share re-
quirements under the conditions described in
2 CPR part 215 (OMB Circular A-110) Where
donations are treated as indirect costs. 1ndi-
rect cost rates will separate the value of the
donations so that reimbursement will not he
made

13. Employee morale, health, and welfare
costs.

a. The coste of employee information pub-
lications, health or first-aid clinics andior
wfirmanes. recreational activities, em-
ployee counseling services, and any other ex-
penses 1ncurred in accordance with the non-
profit organization’s established practice or
custom for the improvement of woriing con-
ditions, emplover-employee relations, em-
ployed Inorale,  and employee performance
are allowable.
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b Suvrh costs will he qubabl\' apportioned
to all activities of the non-profit organtza-
tion. Income generated from any of these ac-
t:vities will be credited to-the cost thereof
unless such income has been irrevocably set
over to employee welfare organizations.

14. Entertainment costs. Costs of enter-
tainment. including amusement, diversion.
and social activities and any costs directly
assoclated with such costs (such as tickets
to shows or sports events, meals. lodging.
rentals. transportation. and gratuities) are
unallowable.

15 RBquipment and other
tures.

a. For purposes of this subparagraph, the
following definitions apply:

(1) “*Capital Expenditures™ means expendi-
tures for the acquisition cost of capital as-
sets (equipment. buildings, land), or expendi-
tures to make 1mprovements to capital as-
sets that materially 1ncrease their value or
useful life. Acquisition cost means the cost
of the asset including the cost to put it in
place. Acquisition caost for equipment, [or ex-
ample, means the net invoice price of the
equlpment, including the cost of any modi-
{ications, attachments, accessories. or avxil-
iary apparatus necessary ta make it usable
for the purpose {for which it is acquired. An-
cillary charges. such as taxes, duty, protec-
tive in transit insurance, freight, and instal-
lation may be inciuded 1n, or excluded from
the acguisition cost 1n accordance with the
non-profit organization's reg’ula.r accounting
practices.

(2) “EBquipment’” means an article of non-
expendable, tangible personal property hiav-
g & useful life of more than cone year and
an arquisitinon cost which dquals or excesds
the lesser of the capitalisation level estab-
lished by the non-profit organization for fi-
nancial statement purposes, or $3000.

(3) *'Specilal purpose equipment’ means
equipment which is used omnly for research.
medical, scientific, or other technical activi-
ties. Examples of special purpose equipment

capital expendi-

include microscopes, x-ray machines, sur-
gical instruments, and spectrometers.
(4) “General purpozse equipment’” means

eguipment. which is not himited to research,
medical, scientific or cther technical activi-
ties. Examples include office eguipment and
furmishings, modular offices, telephone net-
works, information technology equipment
and systems, air conditiomng eguipment, re-
production and printing egquipment, and
motor vehicles.

b. The following rules of allowability shall
apply to equipment and other capital ex-
penditures:

(1) Capital expenditures for general pur-
pose equipment, buildings, and land are unal-
lowable as direct charges. except whére ap-
proved in advance by the awarding agency.
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¢21 Capital expenditures for speclai purpose
eguipment arc allowable as direct costs. pro-
vided that 1tems with a unit cost of 53000 or
more have the prior approval of the awarding
Agency

(%) Capital expenditures for Lmprovemnents
to land. buildines, or equipment which mate-
rially increase then value or nseful life are
unallowalle as a direct ¢ost except with the
prior approval of the awarding agency

(4} When approved as a direct charge purso-
ant tu paragraph 15.b.(1), (2. and (3} above,
capital expenditures will be charged 1n the
pertod in which the expenditure 1s incurred.
or as othierwise determned appropriate by
and negotiated with the awarding ageucy.

(5¢ Equipment and other capital expend:-
tures are unallowable as indirect costs. How-
ever. see paragraph 11, Depreciation and use
allowance. of tlis appendix for rules on the
allowability of use allowances or deprecia-
1100 on bwldings, caplcal improvements and
eguipment Also, see paragraph 43.. Rental
cogte of buildings and equipment of this ap-
pendix for rules on the allowability of rental
coste for land. bmldings, and eguipment

(6; The unamortized portion of any eguip-
ment written off as a resunlt of a change 1n
capitalization levels may Le recovered by
continuing to claim the otherwise allowable
use allowances or depreclation on the equip-
ment or by amortizing the amount to be
written off over a pertod of vears negotiated
with the cogmzant agency.

16. Fines and penulties Costs of fines and
pepalties resulting from violation: of or
{ailure of the orgamization to comply with
Federal, State. and loocal laws and regula-
tione are unallowable except when incurred
as a result of compliance with specific provi-
smops of an award or mnstructions i writing
from the awarding agency.

17 Fund rasing and mvesoment malago-
ment costs a Costs of orgamized fund rais-
mg. incleding Nnancial campaigns, endow-
ment drives, solicitation of gifts and De-
guests, and similar expenses incurred solely
t0 rAa1se capital or obtain contributions are
unallowable.

1. Costs of 1nvestment counsel and stafl
and similar expenses 1nourred solely to en-
hance mmcome from 1mvestments are unaliow-
able

¢. Fund raising and investment activities
shall be allocated an appropriate share of -
direct coste under the conditions described
1n subparagraph B.3 of Appendix A to this
part

18 Gaine and losses on depreciable assels,
a. {11 Gains and losses on sale, retirement. or
othier disposition of depreciable property
shall be mncluded m the vear in which they
occur as credits or charges to cost group-
nigis1 1n which the depreciation applicable to
such property was included. The amount of
the gamn or lass to Le incinded as a credit or
charge 1o the appropriate cost grouping(s)

2 CFR Ch. Il (1-1-09 Edition}

snall be the gifference between the amount
realized on the property ang the
wndepreciated bas:s of the property

(2) Gaine and losses on the disposition of
depreciable property shall not be recogmzed
a5 a separate credit or charge undel the [ol-
lowing conditions

(ay The galll or toss 1§ processed through «
depreciation account and 1s reflected 1n the
depreclasion aliowable under paragraph 11 of
this appendix

(» The property s given in exchange as
part of the purchase price of & similay item
and the gain or loss it taken mnto account 1o
determining the depreciation cost basis of
the new item.

(cr A loss results from the failure to mamn-
taln permissible insurance, excepl as ather-
wise provided 1n paragraph 52 of tlus appen-
dix.

(d) Compensalion for the use of the prop-
erty was provided through use allowalces in
lLien of depreciation in accordance with para-
graph 9 of this appendix.

(e) Gains and losses arising from mass or
extraordinary sales, retirements. or other
dispositions shall be considered on a case-by-
case basis.

b. Gains or losses of any nature arising
from the sale or exchange of property other
than the property covered iu subparagraph a
shall be excluded 1 computing award costs

19. Goods or services for personal use.
Coustt of goods or services for persenal use of
the orcanization & employees are unallow-
able regardless of whether the cost 1§ Te-
ported ag taxable 1ncome 10 the employees

20. Housing and personal iving expenses. a
Costs of housing (e.g., depreciation mainve-
nance, utilities, furnishings. rent, ete ).
housing allowances and personal lvine ex-
penses for/of Lhe orsanizatian's officers are
unaliowaile as tringe benefit or indirect
costs regardless of whether the cost 15 ve-
ported as taxable imcome to the emplovees
These costs are allowable as direct Costs to
sponsored award when necessary for the per-
formance of the sponsoied award and ap
proved by awarding agencies

b. The term “officers’” includes current and
past. officers and employees.

21. Idle facilities and idle capacity a As
used 1n this section the following terius have
the meanings set forth below,

(1) “Facilities” means land and bwuldings
or anv portion thereol. equipment mdivad-
ually or collectively, or any other tangible
capital asset, wherever located, and whether
owned or leased Ly the non-profit orsaniza-
Lon.

2y “Idie facilities’” mieans completely un-
nsed facilities that are excess to the non-
profit organization s current needs.

(3) *Idle capacity’’ means the unused ¢a-

pacity of partially used facilitles. It 13 the -

difference between: That whieh a facility
conld achieve under 100 percent cperaling
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time on a one-shit basis less operating
mterruptions resulting from time lost [or re-
DaIrs. serups, unsatisfactory matcrials, and
other normal delavs: and the extent to which
the facility was actually used to meet de-
mands during the accounting period. A
multi-shift bagis should be used if 1t san be
shown that this amount of usage wounld not-
mally be expected for the type of facility 1n-
volved

(4) ~Cost of wdle facilities or idle capacity”
means CcOsts such as maintenance. repair,
housing, rent, and other related costs, e g..
msurance, interest. property taxes anrd de-
preciation or use allowances.

b The costs of idle facilities are unallow-
able except to the extent that:

(1) They are necessary to meet fluctuations
1n workload; or

2y Althoweh not necessary to meet fluc-
tuations in workload, they were necessary
when acquired and are now idle because of
changes in program reguircments. efforts to
achieve more economical operations, reorga-
nization, termination, or other causes which
could not have been reasonably foreseen.
Under the exception stated in this subpara-
graph, costs of idle facilities are allowable
jor a reasonable period of time. ordinarily
not to exceed one year, depending on the 1ni-
hiative taken to use. lease, ar dispose of such
facilities. .

¢. The costs of i1dle capacity are normal
cOsts of doing business and are a factor in
the normal fluctuations of usage or indirect
CORt rates from peried to period. Such costs
are allowable, provided that the capacity 1s
reasonably anticipated to be necessary or
was originally reasonable and is not subject
to reduction or elirmination by use on other
Fedoral awwrds, subletting, renting. or sale,
in - aceordance with sound business, eco-
uoMIL, or security practices. Widespread idle
capacity throughout an entire facility or
among a group of assets having substantially
the same function may be considered 1dle fa-
cilities.

22. Insurance and indemnification a Insur-
ance includes msurance wihich the organiza-
tion 1s reguired to carry. or which 18 ap-
proved, under the terms of the award and
any other insurance which the organization
malutalns 1n connection with the general
conduct of 1ts operations. This paragraph
does not apply to insurance which represents
fringe benefits for employees (see subpara-
graphs 8 g and 8.142) of this appendix;}.

(1) Costs of insurance reguired or approved,
and maintained, pursuant to the award are
allowable.

(2) Costs of other insarance maintarned by
the organization in conrection with the gen-
eral conduct of its operations are allowable
subject to the following-limitations:-

(a) Types and extent of coverage shatl be in
accordance with sound business practice and

Pl. 230, App. B

the rates and premiums shall be rcasonable
under the curcumscances.

th)y Costs allowed for business interruption
or otlter similar insurance shall be limited to
gxclude coverage of managemesnt fees

(c) Costs of insurance or of any provisions
for a reserve covering the risk of loss or
damage to Federal property are allowabie
only to the extent that the orgamization is
liable for such logs or damage.

(d) Provisions for a reserve under a seif-in-
surance program are allowable to the extent
that tvpes of coverage, extent of coverage
rates. and premiums would have been al-
iowed had insurance been purchased to cover
the risks. However, provigion for known or
reasonably estimated self-insured habilities.
which do not become payable for more than
one year after the provision 1s made, shall
not exceed the present velue of the liability.

fer Costs of insurance on the Jives of trust-
ees, officers, or other employees holding po-
sitions of similar responsibilities are allow-
able only to the extent that the insurance
represents additional compensation (see sub-
parazraph B.g(4) of this appendix). The cost
of such insurance when the organization is
identified as the beneficiary is unallowable

(f) Insurance against defects. Costs of in-
surance with respect to any costs incurred to
correct defects in the organization's mate-
rials or workmanship are unallowable

tg) Medical liability (malpractice) insur-
ance Medical liabil:ty 1nsurance is an allow-
able cost of Federal research programs only
to the extent that the Federal research pro-
grams involve human subjects or training of
participants in research techniques. Medical
liability insurance costs shall be treated as a
direct cost and shell be assigned to ndi-
vidueal projeets based on the manner 1n which
the insurer allocates the risk to the popu-
lation covered by the \nsurance.

(3y Actual losses which could have been
covered by permissible imsurance (through
th# purchase of insurance or a self~insurance
program) are unallowable uniess expressiy
provided for in the award, except:

(a) Costs incurred because of losses 1oty
covered under nominal deductible insurance
coverage provided in keeping with sound
busincss practice are allowable

(b) Minor losses not covered by insurance,
such as spollage. hreakage, and disappear-
ance of supplies, which gccur in the ordinary
course of operations, are allowable.

b. Indemnification includes securing the
organization against liabilities to third per-
sons and any other loss or damage, not com-
pensated by insurance or otherwise. The Fed-
eral Government is obligated to indemnify
the organization only to the extent expressly
provided in the award.

23. Interest. a. Costs incurred for interest- -

on borrowed capital, tefporary ws€ of en-
dowment funds, or the use of the non-profit

163

ATTACHMENT ... E.

PAGE

12 oF

%

PAGES




Pt. 230, App. B

organization’s own funds however rep-
resented are unaliowable. However. interest
on debt urcurred after September 26, 1895 to
acguire o replace captal assets tincluding
renovations, alterations, eguipment Jand
and capital assets acquired through capital
leases) acguired after September 29. 1885 and
used 11t support of Federal awards is allow-
able. provided that:

(1} For facilities acgunisitions (excluding
renovations ald alterations) costing over 510
million where the Federal Government's re-
imbursement s cxpected to egual or exceed
40 percent of an asset s cost. the non-profit
orgamszation prepares, prior to the acquisi-
tion or replacement of the capital asset(s). a
justification that demonstrates the need for
the facility in the conduct of federally-spon-
sored activities Umpon reguest the needs jus-
tification must he provided to the Federal
agency with cOSt cognizance authoiity as a
prereqmesite to the continued allowability of
interest on debt and depreciation related to
the facility. The needs justification for the
acquisition of a facility should include at a
minimum, the following:

(a) A statement of purposeé and justifica-
tion for facility acguisition or replacement.

tby A statement as to why current facili-
ties are not adeguate

fc) A statement of planned future use of
the facility.

(dr A description of the finantine agree-
ment to be arranged for the faciiity.

e, & summary of the building couniract
with estimated cost mformation and state-
ment of soulce and use of funds

(f1 A schedule of planned occupancy dates

(2y For facilities costipg over $300,000, the
non-profit organization prepares. prior to the
acguisition or replacement of the facility. a
lease purchase analvels 1m accorrance with
Ure quavision: of §$2156.3¢ through 21337 of 2
CFR 215 (OMB Circular A-1103, which shows
that a financed purchase or capital lease 1s
Jess costly to the orgamization than other
leasing alternatives, on a net present value
basis. Discount rates used shouid be egual to
the non-profit orgamszation’s anticipated in-
terest rates and shoultt be no higher than the
fair market rate available to the non-profit
organization from an unrelated (“arm’s
length™)y thurd-party. The lease/puichase
analysis shall include a comparison of the
net present value of the projected total cost
comparisons of hoth alternatives aver the pe-
riod the asset 18 expected to be used by the
non-profit orgamezation. The cost comparl-
sons associated with purchasing the facility
shall incinde the estimated purchase price,
anticipated operating and maintenance ¢osts
(including property taxes. if applicable) not
meluded 1n the debt financing, less any esti-
mated asset salvage value at the end of the

“perod deflined above. The cost comparison
for a capital lease shall inclade the esti-
mated total lease payments. any estimated

2 CFR Ch. Il {1-1-09 Edition)

bargain purchase -option. opelating and
manienance costs, and taxes Not 1ucluded m
the capital Jeasing arrangement. less any e&-
tymated credits due under the lease at the
end nf the period defined above Frojected
operating lease costs shall e based ou tae
anticipated cost of leasing comparable facili-
ties atl fail market rates under rental agree-
ments that would be rencwed or reestaw-
lished over the period defined above and anv
expected maintenance costs and allowable
property taxes to be bHorne by the non-profit
orgamzation directly or as part of the lease
arrangement

(31 The actual 1nterest cost claimed 1s
predicated upon mterest rates that arc no
nirher than the fair market rate available 1o
the non-profit organization from an unre-
lated ( "arm’s length™) thurd party.

(4) Investment earnings, inciuding interest
imcome. on bond or loan principal pending
payment of the counstruction or acyumsition
costs. are used to offset allowable interest
cost. Arbitrage earnings reportable to the In-
ternal Revenue Service are not requiret to
e offset against ailowable interest costs

(5 Remmbursements are limunted to the
least costly alternative based on the total
cost analysis required under subparagraph
23.b. of this appendix For example f an op-
erating lease 18 deternuned to be less cosily
than purchasing through debt financing,
then reimbursement is limted te the
amonnt determined 1f leasing had been used
In all cases wihere a lease purciiase wialysis
iz performed. Federal reimbursement shall
be based upon the least expsusive alter-
native.

() Nou-profit organizations are also sub-
ject to the following conditions.

(a) Interest on debt incurred to finance or
velinaiee assets acynired belore o1 reac-
yarred after September 29, 1985, is nol allov -
alic.

(h) Interest attributable to Tully depre-
ciated assets is unallowable.

(ct TPor dent arrangements over 31 maillion.
unless the non-profit orgamzation makes an
mitial egnity contribhution to the asset pur-
chase of 25 percent or more, non-profit orga-
mzations shall reduce claims for interest ex-
pense by an amount egual to imputed inter-
est earnings on excess cash flow, which s to
e calculated as follows. Annualiy. non-prof-
it orgamizations shall prepare a cumulative
(from the mception of the project) report of
monthly cash flows that mcludes inflows and
outflows regardiless of the [unding source
Inflows consist of depreciation expeNse, ani-
ortization of capitalized construction inter-
est., and annual interest cxpense. For cash
[low calculations. the annual inflow Ngures
shall be cdivided by the number of months 1n
the year rusually 121 that the building 15 1n
-service for menthiy amounts. OQiflows cou-
sist of imtial equity contributions, debt
prineipal payments (less the pro rata share
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atiributable to the unallowable costs of
land) and 1ntercst payments. Where cumu-
lative inflows exceed cumuiative outflows.
interest shall be calculated on the excess
inflows for that period and Le treated as a re-
duction to allowable interest expense 'The
rate of interest to he used to compute earn-
ngs o excess cash flows shall he the three
month Treasury Bill closing rate as of the
last business day of that month.

(d) Substantial relocation of federally-
sponsored activities from a facility Nnanced
by indebtedness. the cost of which was fund-
ed in whole or part through Federal reim-
bursements, to another facility prior to the
cxpiration of a period of 20 years requires no-
tive Lo the Federal cognizant agency. The gx-
tent of the relocation, the amount of the
Federal participation in the financing, and
the dopreciation and interest charged to date
may require negotiation andror downward
adpstments of replacement space charged to
Federal programs in the future,

(e) The allowable costs to acguire facilities
and equipment are limited to a fair market
value avallable to the non-profit organiza-
tion from an unrelated (“arm’s length')
third party.

b For non-profit organizations subject to
"full coverage” under thé Cost Accounting
Standards (CAS) as defined at 48 CFR
9903.201. the intersst allowability provisions
of subparagraph a& do not apply. Instead,
these organizations’ sponsorcd agrcemocnts
are subject to CAS 414 (48 CFR 9803.414), cost
of money as an element of the cost of facih-
ties capital, and CAS 417 (48 CFR 9903.417),
cost of money as an element of the cost of
capital assets under constraction.

¢. The following definitions are to be used
Tor purpeses of this paragraph.

(1; Re-acquired assets means assats hold by
the mnon-profit organization prior to Sep-
tember 29, 1995 that have azain coms to be
neld by the orgamzation, whether through
repurchase or refinancing. It does not in-
clude assets acquired to replace older assets

(2) Initial cquity contribution means the
amount or value of contribptions made by
nen-prof1t organizations for the acqgumisition
of the asset or prior to occupancy of facili-
ties.

(3) Asset costs means the capitalizable
costs of an asset, including construction
costs. acquisition costs, and other such costs
capitalized in accordance with GAAP.

24. Labor relations costs Costs incurred in
maintaining satisfactory relations between
the organization and 1ts employees, 1nclud-
ing costs of labor management committess,
employee publications, and other related ac-
tivities are allowable.

25. Lobbying. a. Notwithstanding other
provisions of this appendix. costs associated

Pt. 230, App. B

(1) Attemipis to influence the outcomes of
any Federal, State, or local election, ref-
erendum. mtiative, or similar procedure,
throvgh 1n kind or cash caontributions, en-
dorsements, publicity. or stmilar activity:

{2) Bstablishing. administering, contrib-
uting %o, or paying the expenses of a polit-
ical party, campalgn. political action com-
mittee, or other orgamzation established for
the purpose of influencing the outcomes of
elections:

(3) Any attempt to inflnence: The 1ntroduc-
tion of Federal or State legislation: or the
enactment or modification of any pending
Federal or State lemsiation through commu-
nication with any member or employvee of
the Congress or State legislature (including
efforts to 1influence State or local officials to
engage in similar lobbying activity), or with
any Government official or employee in con-
nection with a decision to sign or veto en-
rolled legislation:

(4) Any attempt to influence’ The introduc-
tion of Federal or State legislation, or the
enactment or modihcation of any pending
Federal or State legislation by preparing,
distributing or using publicity or propa-
ganda. or by urging members of the general
public or any segment thereof to contribute
to or participate in any mass demonstration.
march, rally, fundraising drive, tobbying
campalgn or letter writing or telephone cam-
paign: or

(5) Legislative liaison activities. including
attendance at legislative sessions or com-
mittee hearings, gathering information re-
garding legislation. and analyzing the effect
of legislation, when such activities are car-
ried on in support of or in knowing prepara-
tion for an 'effort to engage in unallowable
lobbying.

b The following activities are excepied
from the coverare of subparagraph 25.a2 of
this appendix-

(1) Providing a uwechmecal and factual pres-
entation of information on a topic directly
related to the performance of a grant. con-
tract or other agreement through hearing
testumony, statements or letters to the Con-
aress Cor a State lepislature, or subdivision,
member, or cogmzant staff memher thereof.
in response tu & documented request (includ-
ing & Congressional Record notice requesting
testimony or statements for the record at a
regularly scheduled hearing) made by the re-
cipient member, legislative hody or subdivi-
sion. or a cognizant staff member thereof:
provided such information 1s readily obtain-
able and can be readily put in deliverable
form: and forther provided that costs under
this seection {or travel, lodging or meals are
unailowable unless incurred to offer testi-
mony at a regularly scheduled Congressional
hearing pursuant to a written request for
sach presentation made by the-Chajrman or

***** with the following activities are unallow= —Ranking Minority Member of the Committee
able* or Subcommniittee conducting such hearing.
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(21 Any lobbying made unaliow able by sub-
patagraph 25.a (3 af thas appendl» to influ-
cnce State legislation 1n order to directly ve-
duce tile cost. or Lo aveld material 1mpatl-
ment of Lthe orgamgzation’s authority to per-
form the grant. contract, or other agree-
nient.

(3) Any activity specifically authorzed by
statute to be undertaken with funds from
the grant, contract, or other agreement

¢ (1r When an organization seeks reum-
ursement for indirect costs. total lobhyving
r.osts shall be scparately 1dentified 1 the in-
direct cost rate proposal. and thereafter
treated as other unallowable activity costs
in accordance with the proccdures of sub-
paragraph B.3 of Appendix A to this part.

(2) Organizations shall subnut. as part of
the annual indirect cost rate proposal a cer-
tification that the requirements and stand-
ards of this paragraph have heen comphied
with

13) Organizations shall maintain adeguate
records to demonstrate thatl the determina-
tion of costs as being allowable or unallow-
able pursuant to paragraph 25 complies with
the requirements of this Appendix.

(4) Time logs. calendars, or sumilar records
shall not e required to be created for pur-
poses of complying with this paragraph dur-
g any particular calendar month when: the
emplovee engages in lobbying (as dehned p
subparagraphs 25.a. and b of this appendix)
23 percent or less of the emplovee s com-
pensated hours of emplovment uciing that
calendar month, and within the preceding
five-veal period, the organization has not
materally misstated allowable or unaliow-
able costs of any nature, wncluding legisla-
five Johhying costs. When the conditions de-
sciibed in this sahparagraph are met organi-
zations are not requred to establish recovds
to support the allowalility of claimed costs
i addition to records already reguired or
maintatned. Also, when the conditions de-
scribed 11 this subparagraph are met. the ab-
sence of time logs, calendars. or simlar
records will not serve as a basiz for dis-
allowing costs by contesting estimates of
jobbying time spent by emplovees during a
calendal month.

(51 Agencies shali estabhish proceduves for
resolving 1n advance, 1 consultation with
OMB. any significant guestions or disagree-
ments concerming the intérpretation or ap-
plication of paragraph 25, Any such advance
1esplution shall be bimding 1 any subgeguent
settienments, audits or investigations with
respect to that grant or contract for pur-
poses of interpretation of thus Appendix: pro-
vided. however. that tine shall not he con-
strued to prevent a contractor or grantee
from contesting the lawfulness of sach a de-
terminatlon. _
-—ad Hxecutive lobbwing costs, Costs incurred
in attempting to improperly influence either
directly or mditectly. an employee or offiver

2 CFR Ch. I (1-1-0% Edition)

of the Executive Branch of the Federal Gov-
ernment Lo g1ve constderation or LG act le-
garding a sponsored agreement or a regu-
iatory matiel are unallowable, Improper in-
fluence means any influence that mduves 01
tends to 1nduce & Federal employvee o officer
to give consideration or 1o act regarding a
federally-sponsored agreement o regulatory
matter on any hasis other than the merits of
the matter

26. Losse: on othier sponsored agreements
or contracts Any excess of cosis over 1n-
come on any awald is unallowable as a cost
of any other award. This mcludes, but 1s not
limited to, the orgamzation's contributed
portion by reason ¢l cost shanang agresments
or any under-recoveries through negotiation
of jump sums for. or ceilings on. 1ndirect
costs.

27. Maintenance and repall’ costs, Costs k-
curred for necessary maintenance. repair. or
upkeep of buildings and eguipment (includ-
ing Pederal property unless otherwise Dro-
vicded for) which neither add to the perma-
nent value of the property nor appreciavly
projong 1ts intended life but keep 1t 10 an el-
ficient operating condition, are allowable.
Costs ncurred for improvemenis which add
to the permanent vaiue of the buildings and
equipment or apprecianly prolong thelr in-
tended life shall be treated as capital es-
penditures (see paragraph 15 of this appen-
dix)

9% Matenials and supplies cosks o Costs
incurred for matemals. supphes, and fal-
ricated parte necessary to carry out a Fed-
eral award are allowable.

hh. Purchased materials and supphes shall
bhe charged at their actual prices, net of ap-
plicable credits. Withdrawals from gencral
stores or stockrooms should be chaged at
therr actual net cost under any recogmazed
method of pricing inventory withdrawals.
consistently applied Incoming franspor-
tation charges are a proper part of materials
and supplies costs

c. Only materials and supplies actually
used for the performance of a Federal award
may be charged as direct costs

d Where federally-donated or ifurmshed
materials are used in performing the Federal
award, suclh materials wall be used withont
charge.

29 Meetings and conferences Costs of
meetings and conferences the pranary pur-
pose of which 18 the dissemination of tech-
meal information, are allowapnle. This In-
cludes costs of meals, transportation, rental
of facilities. speakers’ fees, and other items
meidental to such meetings or conferences.
But sce paragraphs 14.. Entertainment costs.
and 32.. Participant support costs of this ap-
pendix. - —— -

30 Memberships suhzcriptions. and profes-
sional activity costs a Costs of the non-
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profit orgampzation’s memhership in busi-
ness, technical, and professional orsaniza-
tions are allowable

b Costs of the non-profit vrgamzation’s
subscriptions to business. professional. and
Lechnical periaodicals are aliowanle

c. Costs of membership n any eivic or
community organization are allowable with
prior approval by Federal coznizant agency.

d Costs of membership 1n any country club
or social or diming ciub or oigamzation are
unallowable,

31 Organmization costs Expenditures. such
as incorporation fees, brokers fees. fees to
Pronioters, organizels or management con-
sultants, attorneys, accountants, or ihvest-
ment couttnselors, whether or not employess
of the organization, in connection with es-
tablishment or reorganization of an organi-
zation, are unallowable except with pmor ap-
proval of the awarding agency.

32, Page charges in professional journals.
Page charges for professional journal publi-
cations are aliowable as a necessary part of
research costs, where-

a. The research papers report work sup-
ported by the Federal Government; and

b. The charges are levied impartially on all
research papers, published hy the journal,
whether or nof. by [federally-sponsored au-
thors. -

33. Participant support costs. Participant
support costs are direct costs for items such
as stipends or suhsistence allowances, travel
allowances, and registration fees paid to or
on benalf of participants or trainees (but hot
employees) 1n -connection with meetings,
conferences, symposia, or tramng projects,
These costs are allowanls with the prior ap-
proval Gof the awarding agency.

31 Patent costs a. The follawing casts re-
lating to patent and copyright matters ave
atlowable: ¢cost of preparing disclosurey, ra-
ports, and other documents required by the
Federal award and of searching the art to
the eXtent necessary to make suach disclo-
sures: cost of preparing documents and any
other patent costs in connection with the fil-
g and prosecution of a United States pat-
ent application where title or royalty-free li-
cense is required by the Federal Government
to he conveyed to the Federal Government;
and general counseling services relating to
patent and copyright matters such as advice
on patent and copyright laws, regnlations,
clanses., and emplovee agreements {(but see
varagraphs 37., Professiomal services costs,
and 44., Royalties and other costs for nse of
vatents and copyrights, of this appendix).

b. The following costs related to patent
and copyright matter are unallowable-

(1) Cost of preparing disclosures, reports,
and cother decumcnts and of searching the
art to the extent necessary to make disclo-
sures not required by the-award. - —

(2) Costs in connectich with [ilibg and
prosecuting any foreign patent application,

PI. 230, App. B

or any United States patent application.
where the Federal award does not reguirs
conveying title or a rovalty-free license to
the Federal Government (but see paragraph
45.. Royalties and other costs for nse of pat-
ents and copyrights, of this appendx), =

35. Plant and homeland security costs
Necessary and reasonable expenses incurred
for routine and homeland security to protect
facilities. personnel, and work products are
allowable. Such costs include, but are not
limited to, wages and umiforms of personnal
engaged in security activities; equipment;
barriers: contractual security services: con-
sultants. ete. Capital expenditures (or home-
land and plant security purposes are subject
o paragraph 15.. Equipment and other cap-
ital expenditures, of this appendix.

36, Pre-agreement costs Pre-award costs
are those incurred prior to the effective date
of the award directly pursuant to the nego-
tiaticn and in anticipation of the award
where such costs are necessary to comply
with the proposed delivery schedule or period
of performance, Such costs are allowable
only to the extent that they would have been
allowabie if incuired after the date of the
award and only with the written approval of
the awarding agency. .

37. Professional services costs. a Costs ol
professional and comsultant services ren-
dered by persons who are mesmbers of a par-
ticular profession or possess a special skiil
and who are not officers or employees of the
non-profit organization. are allowable, sub-
ject to subparagraphs b and c when reason-
able in relation to the services rendered and
when not contingent upon recovery of the
costs {rom the Federal Gevernment In addi-
tion, legal and related services are limited
under parazraph 10 of this appondix

b. In determining the allowability of costs
in a particular case, no single factor or any
special combination of factors is necessarily
determipative. However. the following fac-
tors are relevant.

(1! The nature and scope of the service ren-
dered 1n relation to the service required.

(2) The necessity of contracting {or the
service. considering the non-profit organiza-
tion’s capability in the particular area.

{3) The past pattern of such costs. particu-
larly in the years prior to Federal awards.

{41 The impact of Federal awards on the
non-profit organization's business (z.e., what
new problems have arisen).

(5) Whether the proportion of Federal! work
to the non-profit organization's total busi-
ness is such as to influence the non-profit or-
ganization in [avor of incurring the cost.
particularly where the services rendered are
not of & continning nature and have littie re-
Jationship to work uander Federal grants and
contracts.

(8) Whether the service can be performed
"more economically by direct employment
rather than contracting.
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(7T) The gualifications of the 1ndividual o1
concern rendering the service and the cus-
tomary fees charged. especially on non-Fed-
gra) awards

(8) Adequacy of the contractunal agreemsant
for the service (c.g , descriprion of the serv-
1ce. estimate of time reguired. rate of com-
pensation and terminatian provisionsi.

c. Ip addition to the factors in subpara-
graph 37 b of this appendix, retainer fees O
be zllowable must be supported by evidence
of bona fide services avallable or rendered

38. Publication and printing costs. a. Publi-
cation costs 1nclude the costs of printing (1n-
cluding the processes of composition. piate-
malking. press work, bnding. and the end
prodicts produced by SUch pProcesses). dis-
tribution. promotion, malling, and general
handling Publication costs also melade page
charges in professional publications

b 1 these costs are not identifiable with 2
particular cost objective, they should be al-
located as indirect costs to all benefiting ac-
tivities of the non-profit organization.

c. Page charges for professional journal
publicauions are allowable as a uecessary
part of research costs where:

(1} The research papers report work sup-
ported by the Pederal Government and

(2) The charges-are levied impartially on
all research papers published by the journal.
whether or not by federally-sponsored an-
thors

38, Rearrangement and alteration costs
Costs inecurred for ordlnary of normal real-
rangement and alteration of facilities are al-
lewable, Spectal arrangement and alteration
costs wicurred specifically for the project ave
allowable with the prior approval of the
awarding agency.

10 Treconversion costs Costs incurred 1n
the 1esloration or rehabilitation of the non-
proiht orgamzalion's licihities Lo approxi-
mately the same condition existing imme-
diately prior to commencement of Federal
awards. less costs related to normal wear
and tear. are allowable.

41 Recruifing costs. a. Subject to subpara-
graphs 41.b, ¢. and d of this appendix. and
provided that the size of the staff recrulted
and maintained is in keeping with worklcad
reguirements, costs ol “help wanted™ adver-
tising, operating costs of an employment of-
fice necessary to secure and maintain an
adequate staff, costs of operating an aptitude
and educational testing program, travel
cosLs of employees while engaged 1h recrult-
mg persounel. travel costs of applicants for
jutersiews for prospective employment. and
rejocation costs incurred 1ncident Lo recruit-
ment of new emplovees, are allowable te the
extent that snch costs are incurred pursuant
to a well-managed recrultment program.
Where the orgamzation uses employment
agencies, costs that aré not 1n excess of
standard commercial rates for such services
are allowanie

2 CFR Ch. i (1-1-09 Edition)

b In publications. costs of help wanted ad-
vertising that includes color. includes advel-
tising material for other than recruitmelll
purposes orls excessIve 1D S1%e (t.:tl;mg 1o
consideration recruftment purposes for
which intended and normal organizational
practices 1n this respect) are unallowable,

¢ Costs of help wanted advertising. special
emoluments. fringe benefits. and salary al-
jowances incurred to astract professional
personnel from other organizations that do
not meet the test of reasonableness or do not
conform with the established practices of the
orgamizavion. are unallowable

d. Where relocation costs incurred incident
to recriitment of a new employee have leen
allowed either as an allocable direct or mndi-
rect cost. and the newly hred emplovee re-
signs for reasons within s control within
twelve months after being mired the organi-
zation will be required to refundé or cradit
such relocation costs to the Federal Govern-
ment.

49 Relocation costs a Relocation costs
are costs Incident to the permanent change
of duty assmgnment (for an ndehnite period
or for a stated period of not less than 12
months) of an existing employee or upon re-
ermitment of a new empioyee. Relocation
costs are allowable. subject to the imitation
deseribed 1n suhparagraphs 42 b ¢, and d of
this appendix. provided that

(1) The move is for the benefit of the em-
ployer.

(2) Reunbursenent o the empit vee 1= 10
accornance with an established written pol-
icy consistently followed by the emplover.

(31 The reimbursement does not exceed the
employee’s actual (or reasonably estimated)
exPENSEs,

1. Aliowable relocation costs for current
employees are limited to the followrng.

(1) The costs of transportation of the em
ployee, members of his 1mmediale famuily
and his household. and personal effects o
the new locatien.

\2) The costs of Nnding a new home. such
as advance trips by emplovees and spouses to
locate hiving gquarters and temporary loaging
during the transition period. up t¢imaximum
period of 30 daye, including advance inip
time.

(31 Closing costs. such as brokerage. legal.
and appraisal Tees. incident to the disposi-
tion of the employee's former home These
costs. together witl those described 1n sub-
paragraph 42.1L.¢4) of this appendix. arve luu-
1ted tu B percent of the sules price of the em-
ployvee s former home.

(4 The continuing costs ol ownership of
the vacant former home after the settlement
or lease date of the employee s new perina-
nent home. such as maintenance of buildings
and grounds (exclusive of XINg up cXpPeNses..
utilities. taxes, and property msurance.

(3 Other necessary and rcasonable ex-
penses normally 1ncident to relocation. sueh
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as the costs of canceling an unexpired lease.
disconnecting and remstalling household ap-
phances, and purchasing insurance against
loss of or damages to personal property. The
cost of canceling an unexpired lease is lim-
tted to three times the monthly 1 ental

¢ Aliowable relocation costs for new em-
plovees are limited to those described i sub-
paragraph 42.b(1) and (2) of this appendix.
When relocation costs incurred inhcident to
the recruitment of new employees have been
aliowed either as a direct or indirect cost
and the employee resigns for reasons within
Lis contre] within 12 months after hire. the
organization shall refund or credit the Fad-
eral Government fer ite share of the cost.
However, the costs of travel to an overseas
location shall be considered travel costs in
accordance with paragraph 50 and not reloca-
tion costs for the purpose of this paragraph
il dependents are not permitted at the loca-
tion for any reason and the cnsts do not in-
clude costs of transporting household goods.

d. The following costs related to reiocation
are unallowahle-

(1) Fees and other costs associated with ac-
quiring a new home,

(2) A loss on the saie of a former home.

(3) Continning mortgage principal and in-
terest payments on a home being sold.

(4) Income taxcs pald by an employee re-
lated to reimbursed relocation costs

43 Rental costs of buildings and sequip-
ment a Subject to the limitations described
1n subparagraphs 43.b through 4. of this ap-
pendix, rental costs are allowable to the ex-
rent that the rates are reasonable in light of
such factors as' Rental costs of comparable
property. 1f any: market conditions in the
arca; alternatives available; and, Lhe type,
life expactancy, condition, and value of the
wroperty ieased. Rental arranzements shoeld
Le reviewad perodically to determuene if cir-
cuumstances have changed and other options
are available

b Rental costs under ‘'sale and lease back"™
arrangements are allowable only up to the
amount that would be allowed had the non-
profit orgamgation continued to own the
property. This amount wouid include ex-
penses such as depreciation or use allowance,
maintenance, taxes, and 1nasarance,

¢. Rental costs under -'less-than-arms-
length™ leases are allowable only up to the
amount (as explained 1n subparagraph 43.b.
of Lhis appendix) that would be allowed had
title to tne property vested 1n the non-profit
organization. For this purpose, a less-than-
arms-length lease 1s one under which one
party to the lease agresnient 1s able to con-
trol or substantially influence the actions of
the other. Such leases include, but are not
limited to those between divisions of a non-
protit orgamization; non-profit organizations

-—under common conirel through common offi-

cers, directars, or memuoers; and a non-profit
ciganization and a director, trustee, officer,

Pf. 230, App. B

or key employee of the non-profit organiza-
tion oF s mmediate family. clther dircetly
or through corporations, trusts, or similar
arrangements 1n which thev hold a control-
ling interest, For example, a non-profit orga-
mezation may establish a separate corpora-
tion for the sole purpose of owning property
and leasing it back to the non-profit organi-
zation.

d Rental costs under leases which are re-
guired to ve treated as capital lsases under
GAAP are allowable only ap to the amount
(as explained in subparagraph L) that would
be allowed had the non-profit orgamzation
purchased the property on the date the lease
agreement was executed. The provisions of
Financtal Accounting Standards Board
Statement 13. Accounting for Leases, shali
be used to determmne whether a lease 15 a
capital lease. Interest costs related to cap-
ital leases are allowable Lo the extent thev
meet the critera in paragraph 23 of this ap-
pendix. Unallowable costs include amounts
paid for profit, management fees, and taxes
that would not have been incurred had the
non-profit organization purchased the facil-
ity

44. Royalties and other costs for use of pat-
ents and copyrights. 2 Royalties on a patent
or copyright or amortization of the cost of
acqguiring by purchase a copyright, patvent. or
mghts thereto. necessary for the proper per-
formance of the award are allowable unless-

(1) The Federal Government has a license
or the right to free use of the patent or copy-
rght.

(2) The patent or copyright has becn adju-
dicated to he mvalid, or has been administra-
tively deterinined to be invalid. )

(3) The patent or copyright 1s considered to
be unenforceable.

4} The patent or copyright is expired

b, Special care shonld he exeraised o de-
termining reasonatleness where the royal-
ties may have arrived at as a result of less-
than-arm’s-length bargaining, ¢ g.

(1) Rovalties paid to persons, mcluding
corporations, affiliated with the non-profit
aorganizatton

(2) Royalties paid to unaffiliated parties
including corporations. under an agrecment
enterad into 1n contemplation that a Federal
award would be made.

(3) Royaltics paid under an agreement en-
tered mto after an award is made to a non-
profit organization.

c In any case involving a patent or copy-
right formerly owned by the non-profit orga-
nization, the amount of royalty allowed
should not exceed the cost which would have
been allowed had the non-profit organization
retained title thereto.

45. Selling and marketing. Costs of selling
and marketing any products or services of
the non-profit organization—are unaliowable -
(unless aliowed unider paragraph 1, of this ap-
pendix as aliowable public relations cost.
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However. these costs are allowable as direct
cpsts with priol approval by awarding agen-
cies. when thev are necessary for the per-
formance of Federal programs.

46, Specialized service lacilities. a. The
coste of services provided by mehly complex
o1 specialized facilities operated hy the non-
profit organization, such 4% computers, wand
tannels. and reactors are allowanle provided
the charges for the services meet the condi-
t1ons of either paragraph 46 b. o1 ¢. of this
appendix and, in addition take into account
any 1tems of income or Federal financing
that gualify as appheable credits under sulb-
parazraph A.5 of Appendix A Lo this part

1y The costs of such scrvices, when mate-
mal. must be charged directly to apphicable
awards based on actual usage of the services
on the basis of a schedule of rates or estal-
nished methodology that does not discrimi-
nate against federally-supported activities of
the non-profit organization. including usage
by the non-profit organization for internal
purposes. and 1s designed te recover only the
agegregate costs of the services The CO5ts of
cach service shall cousist normally of both
1ts direct costs and its allocable share of all
indirect costs. Rates shall be adjusted at
least blenmially. and shall take into consid-
eration overrunder applied costs of the pre-
vions period(sy.

c. Where the costs incurred for a service
are not material. they may be allocated as
indirvect costg

d Tnasy s0ime extracrthnary ©11-
cumstances. where 1t 1s 1n the Dest interest
of the Federal Government and the institu-
tion to establish alternative costing arrange-
ments. sucll arrangements may be worked
cut with the cognizant Federal agency

47, Taxes. & i general, taxes which the or-
canization 1s required to pay ang which are
paid or accrned in accordance with GAADP,
ana pavments made to 1ocal governments il
jieu of taxes which are commensurate with
the local government services received are
allowanle. except for taxes from which ex-
emptions are available to the orgamzation
directly or which are available to the organi-
zation based on an cxemption afforded the
Tederal Gouvernment and 1 the latter case
when the awarding agency makes available
the necessary sxemption certificates, special
assessments on land which represent capital
ymprovements and Federal income taxes.

b, Any refund of taxes, and any parment to
the organmization of mmterest thercon which
were allowed as award costs, will be credited
either as a cost reduction or cash refund. as
appropriate to the Federal Government

48 ‘Termihation costs applicable Lo spon-
sored agreements Termination of awards
generally gives 1ise to the incurrence of
costs, or the need for special treatment of
costs. which would not have arisen had the
Pederal award not been ternunated Cost
principles covering these items are set forth
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pelow They are to be used 11 Lonjauciion
with the otner provisions of this appentX 1n
termiuailol: sitnations

a ‘The cost of 1Lems reagonably usable on
the non-profit organization’s other work
shall not he allowable unioss the non-profit
oreanization submits evidence that 1t would
not revain such i1tems at cost without sus-
taimng a loss. In deciding whether such
1tems are reasonably usable on cther work of
the non-prefit orgamzation. the awarding
agency should consyder the non-profit crza-
mzation's plans and orders for current and
scheduled activity. Contemporaneous Dur-
chases of common items by the non-profit
organization shall be regarded as evidence
that such items are reasonably usable ou the
non-profit orgamzation’s other work Any
acceptance of common 1tems as allocalle to
the terminated portion of the Federal award
shall be himited to the extent that the guan-
tities of sach items on hand, 1n transit, ang
on order are in excess of the reasonable
guantitative requirements of other work.

n If in a particular case, despite all rea-
sonable efforts by the non-profit organiza-
tion, certain costs cannot be discontinued
smmediately after the cffective date of ter-
mipavion. such costs are generally allowable
within the limitations set [orth 1n this ap-
pendix, except that any such coste con-
tinuing after termiination due to the neg-
higent or willful {failure of the noen-profit or-
panization to discountinuf such costs shall ne
unallowalle

¢ Loss of useful value of special tooling.
machinery. and 1s generally allowable if

(11 Such special tooling. spacial machinery
or eguipment is not reasonably capahle of
use in the other work of the non-proiit orga-
nization. .

(2) The mteiest of the Federal Government
15 protected by transfer of title or by othel
means deemied appropriate by the awarding
agency, and

¢3; The loss of useful value for any one ter-
minated Federal award 1s limited to that
portion of the acquisitiou cost which bears
the same rati0 to the total acguisition cosl
as the ternnated portion of the Federal
award bears to the entire ternunated Federal
award and other Federal awards for which
the spectial tooling, special machinery. o1
equipment was acquired.

d. Rental costs under vuexpired leases are
generally allowable where clearly shown to
nave been reasonably necessary for the per-
formance of the termuinated Federal award
less the residual value of such leases. if

(1) The amount of such rental claimed does
not exceed the reasonable use value of the
property leased for the period of the Federal
award and such further period as may be rea-
sonable and R B

(2 The non-profit orgamznmmfnmkes all
reasonable effol'ts Lo terminate. assigh, setl-
tle. or otherwise reduce the cost of such
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lcase There also may be included the cost of
zlterations of such leased propervy. provided
such alterations were necessary for the per-
fermance of the Federal award, and of rea-
sonable restoration required by the provi-
sions of the lease. s
¢. Settlement expenses including the fol-
lowing are generally allowable: *

(1) Accounting. lezal, clercal. and similar
costs reasonably necessary for

ta) The preparation and presentation to
the awarding agency of settlement claims
and supporting data with respect Lo the ter-
minated portion of the Federal award., untess
the termination 1s for default 1see §215.81 of
2 CFR part 215 (OMB Circular A-1101); and

(b) The termination and settlement of sub-
awards.

(2) Reasonable costs for the storage, trans-
portation, protection, and disposition of
property provided by the Federal Govern-
ment or acquired or produced for the Federal
award, except when grantees or CONtractors
are reimbursed for disposais at a predeter-
mined amount in accordance with §213.32
through 213.37 of 2 CFR part 215 (OMB Car-
cular A-110).

(3) Indirect costs related to salaries and
wages incurred as settlement expenses in
subparagraphs 48.e.(1) and (2) of this appen-
dix. Normally, such indirect costs shall be
limited to fringe benefits, occupancy cost,
and rmmediate supervision.

{. Claims undet sub awards, including the
allocable portien of claime which are com-
mon to the Federal award. and to other work
of the non-profit organization are generally
allowable.

An appropriate share of the non-profit ar-
gamzation’s indirect cxpense may be allo-
coted to the amonunt of settlements with sub-
contractors and'or subgrantees, provided
that Lhe wmount altocated Is otherwise con-
sistent with the oaste guidelines contained
n Appendix A. The indirect expense so allo-
cated shall exclude the same and similar
costs claimed directly or indirectly as settle-
ment expenses.

49. Traming costs. a. Costs of preparation
and maintenance of a program of instruction
including but not limited to on-the-job,
classroom, and apprenticeship training, de-
signed to 1ncrease the vocational effective-
ness of employees, 1nclnding tramming mate-
rials, textbooks, salaries or wages of trainees
(excluding overtime compensation which
mught arise therefrom), and () salaries of the
director of training and staff when the train-
1ng pregram is conducted by the organiza-
tron; or (i1 tuition and fees when the train-
ing is in an institution not operated by the
organization, are allowable.

b. Costs of part-time education, at an un-
dergraduate or post-graduate college level,
including that provided at the-organization’s
own facilities. are allowable only when the
course or degree pursued is relative to the
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field 11 which the emploves 15 now working
0T ay reasonably be expected to work. and
are limited to:

{11 Training materials.

(2) Textbooks.

¢3) Foes charges by the educational institu-
tiom.

¢4} Tuition charged by the educational -
stitution or. in lien of tuition, instructors’
salaries and the reiated share of indirect
costs of the eduncational ipstitution to the
extent that the sum thereof is not in excess
of the tuition which would have been paid Lo
the participating educational institution.

(5} Salaries and related costs of instructors
who are employees of the organization.

(6) Straight-time compensation of each
employee for time spent attending classes
during working hours not I1n excess of 156
hours per year and oniy to the extent that
circamstances do not permit the operation of
classes or attendance at classes after regular
working hours: otherwise, such compensa-
tion is urnallowable.

¢. Costs of tuition. fees, training materials,
and textbooks (but not subsistence, salary.
or any other emoluments) in connection
with full-time edueation, 1ncluding that pro-
vided at the organization's own facilities. at
a post-graduate (but not undergraduate) col-
lege level, are allowable only when the
course or degree pursued is related to the
field in which the emplovee 13 now working
or may reasonably be expected to work, and
only where the costs recetve the prior ap-
proval of the awarding agency. Such costs
are lhimited to the costs attributable to a
total perind not te exceed one school year for
each employee s0 trained. In unusual cases
the period may be extended,

d. Costs of attendance of up to 16 weclis per
employes per yoar at spectalized programs
speeifically designed to cnhance the eflec-
tiveness of executives or managers or to pre-
pare employvees {or such positions are allow-
able. 8unch costs 1nclude enrollment fees,
training materials, textbooks and related
charges. cmpioyces' salames, subsistence,
and travel Costs allowable under this para-
graph do not include those for courses that
are part of a degree-oriented curriculum.
which are allowable only to the extent set
forth in subparagraphs b and c.

e Maintenance expense. and normal depre-
ciation or fair rental, on facilities owned or
leased hy the organization for training pur-
poses are allowable to the extent sat forth in
paragraphs 11. 27, and 50 of this appendix.

{. Contributions or donations to edu-
cational or traimng institutions, including
the donation of facilities or other properties,
and scholarships or fellowships. are unallow-
able.

. Traiming and education costs in excess

-of those otherwise allowable under subpara-
graphs 49.b and ¢ of thiz appendix may be al-
lowed with prior approval of the awarding
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agency To be considered for approval. the
orzamzation must demonstrate that such
costs are consistently incumrred pursuant to
an establiched traimng ahnd eduocation pro-
gram. and that the course or degree pursned
1s relative to the figld in which the emplovee
)& now working or may reasonably be ex-
pected to work.

50 Transportation costs Transportation
costs include freight. express. cartage. and
postage charges relaung either to goods pur-
chascd 111 process, or delivered. These costs
are allowable. When such costs can readily
be identified with the items mvolved, they
may be directly charged as transportation
cosLs o1 added to the cost of such 1tems (see
paragraph 28 of this appendix). Where identi-
foation with the materials received cannot
readily he made. transportation costs may be
charged to the appropriate indirect cost ac-
counts if the organization f{ollows a con-
sistent eguitable procedure 1n this respect.

51. Travel costs.

a Oeneral Travel costs are the expenses
for trauspertation. iodging. subsistence and
related 17ems incurred by employees who are
1 travel status on official husiness ol the
non-profit organization. Such costs may be
charged on an actual cost basis, on a per
diem or mileage basis in heu of actual costs
mcurred. o on & combination of the two,
provided the method used 18 applied to aun en-
tire tr1p and not to selected dayvs of the trip.
and results i1 charees cousistent with those
normally allowed 1n hke circumstances 1l
the non-profit orgamzation's non-federally-
sponsored agtivities

b Lodging and subsistence. Costs meurred
by employees and officers for travel, 1nclud-
ing costs of lodging, other subsistence. and
iucidental expenses, shall be considered rea-
sonable and allowablic only to the extent
suen costs do not excecd charges noriidlly
allowed by the non-profit organizatlon 1N L8
regular operations as the result of the non-
profit orramszation’s written travel policy.
In the absence of an acceptable, written non-
prelit orgamrzation policy regarding travel
costs. the rates and amounis established
wnder subchapter I of Chapter 57, Title 5.
United States Code (*'Travel and Subsistence
Expenses, Mileage Allowances '), or by the
admimstrator of General Services. or by the
President tor nis or her designeel) pursuant
to anv mrovisions of such subchapter shall
apply to travel under Federal awards {48 CTR
31 20i-46(al

¢ Comunercial alr travel. (1) Airfare costs
11 excess of Lhe customary standald commer-
c1al airfare tcoach or eguivalent). Federal
Covermment contract airfare (where author-
1zed and available), or the lowest commercial
discount alrfare are unallowable except when

2 CFR Ch. Il (1-1-09 Edifion)

transportatlon savings 0! offer accommadi-
tions 10l reasonably adeguate for the trav-
eler £ meadical needs The non-profit orga-
zation musi justify and document these coh-
ditlons on a case-by-case bLasls 1n oider 101
the use of first-class airfare to be allnwable
11 such cases.

(" Unless a pattern of avoldance = de-
tected. the Federal Government will gen-
erally not question a nen-proflt Oorganiza-
tion's determinations that customary stand-
ard airfare or otlier discount alrfare 15 un-
available for specific tmps 1f the non-profit
oreanization can deimonstrate either of the
following: that such awfare was not avall-
able in the specilic case: or that 1t 1§ the
non-profit orgamzation’s overall practice 1o
make routine use of such airfare

@ Air travel ny other than commercial
carrier Costs of travel by non-profit organt-
zation-owned, -leased. or -chartered aireraft
include the cost of lease, charter. cperation
(ancluding personnel costs). marntenance. de-
preciation, imsurance. and otler related
costs. The portion of such costs that exceeds
the cost of allowable commercial air travel.
as provided for in subparagrapn] ¢ 1g unal-
lowable

e Foreign travel Direct charges fo1 for-
eign travel costz are aliowable only when the
travel has veceived prior approval of the
awarding agency Each separate foreign trmp
must recelve such approval. For purposes of
tnie provisien Cforeisn travel’ cdodes &107
travel outside Canada. Mexico, the Uwred
States, and any United States terntories and
possessions  Howevel, the term - {oreign
travei’ for & NOW-profit Organzatiou located
mn a foreign country means travel outside
that country

52, Trustees. Travel and subsistence cosis
of wrustees (or directorsy are allowable The
costs ale subject LO restrictions 1egarding
lodging . subsistence and air travel vosts pro-
vided 11 paragraph 31 of this appendin.

APPENDIX C TO PART 230—NON-PROFIT
ORGANIZATIONS NOT SUBJECT TO
THIS PART

1 advance Technology Institute (ATIn
Charleston. South Carolina
2. Aerospacc Corporation, Bl Sesumdo, Cali-
fornia
Amertcan Institutes of Ressarch (AIR.
Waslhington DC
. Argonue National Laboravoery, Chicago, Il-

&2

=

linois

5 Atomic Casuaity Commassion. Wash-
meton. DC

6. Battclle Memerial Institute.

Headguartered in Columbus. Ohio

such accommodations would reguire circul- 7. Brookhaven National Laboratory. TUpton.
Lous routing: require travel during unreason- New York - - e -
able hours: excessively prolong travel. result B. Charles Stark Draper Laboratory. Incor-
i additional costs that would offset the porated, Cambridge. Massachusetts
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9. CNA Corporation t(CNAZ), Alexandria, Vir-
T1h3a

10 DEnvironmental Inssitote
Ann Arbor, Michigan

11 Georgia Institute of Technology:Georgia
Texh Applied Hesearch Corporation-Gear-
ria Tech Research Institure, Atlanta,
Georqia

12. Hanford Environmental Health Founda-
tion. Richland, Washington

123 IIT Research Instivute, Chicago. Illinols

14 Institute of Gas Technology. Chicago. [1-

lIimois
Institute for Defense Analysis. Alexan-

dria, Virginia

16 LMI. McLean, Virginia

17. Mitre Corporation. Bedford, Massachu-

SRS
Mitretek

Virginia

18. National Radiclogical Astronomy Observ-
atory, Green Bank, West Yirginia

20 Nationa)l Renewable Energy Laboratory,
Golden. Colorado

21 Oak Ridge Associated Umiversities, Oak
Iidge. Tennessee

of Michiran.

15

18 Systems. Inc.. Falls Church.

P. 230, App. C
22 Rand Corporation, Santa Momica, Cali-
fornia )
23. Research Triangle Institute,
Triangle Park. North Carolina :
24. Riverside Research Institute, New York,
New York :
South Carolina Research Authormty
(SCRA). Charleston. South Carolina
26. Southern Research Institute,
mingham, Alabama

27. Bouthwest Research Institute. San Anto-
nic. Texas

28. SRI International. Menio Park, California

29, Syracuse Rescarch Corporation, Syra-
cuse, New York

30. Universities Research Association, Incor-
porated (National Acceleration Lab) Ar-
gonne, Ilinois

31. Urban Institute, Washington DC

32, Nomn-profit insurance companies. such as
Blue Cross and Blue Shield Organizations

33. Other non-profit organizations as nego-
tiated with awarding agencies

PARTS 231-299 [RESERVED]

Research

25

Bir-
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Circular No. A-133
Revised tc show changes published in the Federal Registers
of June 27, 2003 and June 26, 2047
audits of States, Local.Governments, and Non-Profit Organizations :

TO THE HEEDS OF ENXECUTIVE DEPARTMENTS AND ESTABLISHMERTS

SURJECT: Budirs of States, Lomal Governments, and Non-Profit Organizaticns s
1. Purpose. This Circular is <dssued pursuant to the Sing_e hudit Act of -
1984, DP.L. 88-502, and the Single- Audit Act Amendments of 1956, P.L. 104-156. -
Tz sets forth standards for obtaining consistency and uniifcrmity among Federal
agenciss for the audit of States,® local governments, and non-profit -
orzanlizations expending Federal awards. .
2. Authoricv. Circular 2-132 is issued under the authority of seclions

503, 1111, and 7501 et seg. of title 31, United S:tates Code, and Ex=scutaive
Orders 8248 and 11541.

3. Rescission and Supersession. This Circular rescinds Circular A-128,
"pudits of Szate and Local Governments," 1ssued April 12, 1685, and superssdes
the pricr Circular A-133, "hudits of Institutions of Higher Education and
Other Non-Profit Institutions,” issued April z2, 1996. For effective dates,
see paragraph 10.

4. Policy. Except as provided herein, the standards set forth in this
Circular shall be applied by all Federal agencies. If any statute

spzcifically prescribes policies or specific reguirements that differ from the
standards provided herein, the provisions of the subseguent statute shall
govern. .

Federal agencies shall apply the provisions of the sections of this
Circular to non-Federal entities, !whether they are recipients expending
Federal awards received directly from Federal awarding agencies, or are
subrecipients expending Federal awards received Zrom a pass-through entity (a -
recipzent or anothexr subrecipient). ’

[

Xp2NaGing

“his Corcular does not apply to nen-U.S. based entizies
ectly ag a

Federal awards received either directly as a recipient or indi
suprecipient.

5. Definitions. The definitions of key terms used in this Circular are

contained in & _ _.105 in the Attashment to this Circular. -
£. Reguired Action. The specific reguirements and responsibllities of

Federal agenciess and non-Federal entitiss are set forth in the Attachment to
Lkis Circular. Federal agencies

making awzrds to non-Federal entities, either directly or indirectly, shall
adopt the language in the Circular in codified regulations as provided in
Section 10 (below), unless different provisions are reguired by Federal
statute or are approved by the Cifice of Management and Budget [(OMB).

7. OMB Respongibilities. OMB will review Federal agency regulations and
implementation of this Circular, and will provide interpretations of policy
reguirements and assistance to ensure uniform, effective and efficient
implementation.

8. Information Contact. CFurcther information concerning Circular 2-132 may

be obtained by contacting the Financial Standards and Reporting Rranch, Office

of Federal Financial Management, CZfice of Management and Budget, Washington,

DC 20503, telephone (202) 395-3992. )

(B

r—

ATTACHMENT ..ol
PAGE .\ OF .. 2% PAGES




9. Review Date. This Circutar will have a policy review three vears Ircm

the date 2I issuance. .
H 13

10. Effegtive Dates. he standards set forth xn §_ .40p of the Attachment

to this Citcular, wnich apply darectly to Federal agencies{ shall be effective

SJuly z, 1336, and shall apply to audits of fiscal years bedinning after Juns

30, 13%¢, except as otherwise specified in §__ .400(a].

The standards set forth in *this Circular that Federal agencies shall
acply to ndn-Federal entities shall be adopted by Federa. &gencies in codified
regulationg 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 exception that & ;.305(b} of the
Attachment "applies to audits of fiscal years beginning after June 30, 1998.
The requirements of Circular A-128, although the Circular ts rescinded, and
the 12390 vérsion of Circular A-133 remain in effect for audits of fiscal years
beginning on or before June 30, 1936.

The revisions published in the Federal Register June 27, 2003, axe
zffecrive for fiscal years ending after December 31, 2003, and early
implementation is not permitted with the exception of the definiticen of
cversight agency for audit wnhich is effective July 28, 2003.

Augustine T. Smythe
Acting Director

=y

The revisions published in the Federal Register June 26, 2007, are

L

effective for fiscal years ending on or after 3ecember 15, "2006.

Rob Portman
Director -

i !
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Subpart A--General
§ 100 Purpose. .
i
This part sets forth standards for obtairing consistency and unifornircy
among Federal agencies for the audit of non-Federal entities expending Federal
awards . :

§ .105 Definitions. :

—— F

Auditee means any non-Fedesral entity that expends Federal awards which
must pe audlited under this part. R

Auditor means an auditor, that is a public accountant or a Federal,
State or local govarnment audit organization, which meets the general
standards specified Iin generally accepted government auditing standards
(GAGAS). The term auditor does not include internal auditors of non-profit
organizations.

Audit finding means deficiencies which the auditor is required by
§ -510(a) to report in the schedule of findings and questioned costs.

CEFDA number means the number assigned to a Federal program in the
Catalog of Federal Domestic Assistance {(CFDA).

Cluster of programs means a grouping of closely related programs that
share common compliance reguirements. The types of clusters of programs are
research and development (R&D), student financial aid (SFA), and other
clusters. "Other clusters" are as defined by the Office of Management and
Budget (OMB) in the compliance supplement or as designated by a State for
Federal awards the State provides to its subrecipients that meet the
definition of a cluster of programs. When designating an "other clus=-er," a
State shall identify the Federal awards included in the cluster and advise the
subrecipients of compliance rsquirements applicable to the cluster, consistent.
with §_ .400{(d) (1) and §__  .400(d)(2), respgctively. A cluster of programs
shall be congidered as one program for determining major programs, as
described in § .520, and, with the exception of R&D as described in
§_ .200(c), whether a program-specific audit may be elected. :

Cognizant agency for sudit means the Federal agency designated to carry
out the respons:bilities described in § .400 (a) .

Compliance supplement refers to the Circular A-133 Compliance
Supplement. 1acluded as Rppendix B to Circular A-133, or such documents as
OMB or its desiynee may issue to replace it.~ This document is available from
the Government Printing Cffice, Superintendent of Documents, Washington, DC
20402-9325. N

Corrective action means action taken by the auditee that:

{1) Corrects identified deficiencies;
(2) Produces recommended improvements; or

{3} Demonstrates that audit findings are either invalid or do not
warrant auditee action.

Federal agency has the same meaning as the tesrm agencv in Section 551(1)
of title 5, United States Code.

Federal award means Federal financial assistance and Federal cost-
reirbursement contracts that non-Federal entities receive directly from
Federal awarding agencies or indirectly from pass-through entities. It does
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not include procurcment contracts, under grants or contracts, used Lo Dbuy
gocds or services Zrom vendors. FRny audits of such vendors shal:
by the terms and conditions of the contract. Contracts To wpelace
Gpvernment owned, contractor opsrated facilities (30COs) are excliud
reguirsments of this part. ’

Federa]l awardina acoepgy means the Federal agsncy that provides an award
directly to the recipient. N

Federazl financial assistance means assistance that ncn-Feaera
receive or administer in the form of grancs, loans, loan guarantees,
(including donated surplus properiy), cooperative agreements, interest
subsidies, insurance, food commodities, direct appropriations, and othsr
agsistance, but does not include amcunts received as reimbursement for
services rendered to individuals as described in §__ .205(h) and §__ .205{i).

Federal program means:

(1} L£11 Federal awards to & non-Federal encity assigned a single
number in the CFDA.

w
m
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(2) When no CFDA number is assigned, all Federal awards from the
agency made for the same purpose should be combined and considered one
program.

(3) Notwithstanding paragraphs (1) and (2) of this definiticn, a
cluster of programs. The types of clusters of programs are:

(i} Research and development (R&D) ;.

(11} Student financial aid (SFAa); and

b

. {1ii) "Other clusters,* as described in the definition of cluster
of programs in this section. &

GAGAS means genera:rly acceptsd government auditing standards issued by
the Comptreoller General of the United Staces, which are applicable to
financial sudics.

Generallv accepted accounting principles has the meaning specified in
génerally accepted auditing standards issued by the American Institute of
Cercified Public Accountants (AICPA) . -

Indian tribe means any Indian tribe, band, natioun, or other organized
group or community, including any Alaskan Native village or regional or
village corporation (as defined in, or established under, the Alaczkan Native
Claims Settiement Act) that is recognized by the United States as eligible for
the special programs and services provided by the United States to Ind:ans
because of their status as Indians.

internal control means a process, effected by an entity’'s managem=nt and
cther personnel, designed to provide reasonable assurance regarding the
achievement of objectives in the following categories:

(1} Effectivensss and efficiency of operations;
{(2) Reliability of financial reporting; and
(3} Compliance with applicable laws and regulations.

Anternal control pertaining to the compliance reguirements for Federal
programs {(Internal control over Federal programs) means a process--eifected by
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an entity's management and other personnel--designed to provide reasomnable
assurance regarding the achievement of the following objectives for Federal
programs: :

(1) Transactions are properlyirzcorded and accounted for to:

(i} Permit the preparation of reliable financial statements and
Federal repor:s; :

(i1} Maintain accountabiFity over assets; and

(iii) Demonstrate compliance with laws, regulations, and other
complliance requirements;

(2 Transactions are executed :ln compliance with:

(1) Laws, regulaticne, and the provisions of contracts or grant
egreements that cculd have a direct and material effec: on a Federal program;
and

{ii} Any other laws and regulations that are identified in the
compllance supplement; and

(3) Funds, property, and other assets are safeguarded against loss
from unauthorized use or disposition.

Loan means a Federal lcan or loan guarantee received or adminiscered by
a non-Federal entity. .

Local government means axy unit of local government within a State,
including a county, borough, municipality, city, town, township, parish, local
public authority, special district, school district, irntrastate distriect,
councii of governments, and any other %nstrumenta]ity of local government.

-3
Major program means a Federal program determined by the.auditor to be a
Mmajor program in accordance with § -520 cr a program iderntified as a major
program by a Federal agency or pass-through entity-in accordance with S
5 .215(c) . B i

Management declgion means the evaluation by the Federal awarding agency
or pass-through entity of the audit findings and corrective action plan and
1, : - ] 1] 3 [} d . .
the issuance of a written decision as to what corrective action is necessary.

Houn-Tedetral entity means a 3tabe; local government, or non-profit
organization. 7 N

Non-profit organization means:

{ any corporation, trust, association, cooperative, or other

1)
organization that:
(1) Is operated primarily for scientific, educaticnal, 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 . o

(2) The term non-orofit orgamization includes non-profit instituticns
of higher education and hospitals. - to )

(L
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cversicns agencv for sudit msans the kredera. awarding agency that
prov.des the predominant amounz of direcl funding to a reciplent not agsiqned
a cogn.zant agency for audit. When there is no divect funding, the Federal
agency with the predominant indirect funding shall assume The oversiant
respons:bilities. The duties of the pversight agency for audit are described
in §__ .400(b). .

Effective July 28, 2003, the fellewing ig added to “hig aef-nition.

L Federal agency witn cversignt for an avdi-ee may reassign oversight o
another Federal agency which provides substantial funding and agrees Lo
be the overs:ght agency for audit. Withim 20 days af-er any
reassignment, both the old and the new oversight agency for audit shall
notify che auditee, and, if known, the auditor of the reass_gnment.”

maes—trhrough =nTlTV means a non-Federal sentity that provides a Fzdersal
award to a subrecipient to carry out a Federal program.

Urogram-spegificg sudit means an audit ¢f cne rederal progrzm as provided
fcr .. § .200(e) and § .235.

Ouesti~ned cost means a cost that is gquestioned by the auditlr pecause
of an zudiT fI-nding:

(1 Which resulted from & violation or possible viclation ¢f a

provisien of @ law, regulatl.om, contract, grant, cooperative agreement, oI
other agreement cor document governing the use of Federal funds, including
“unds used to match Federal Iunds;

(23 Wnere the costs, at the time of the auc:t, are not supported Dy
adequate documentation; or e

e costs incurred appear unreascnable and ao noL rarflect
t person wculd take In the Ccircumsiances.

il
ol

means a non-Federel ehtity that expends Federal awa
received directly from a Federal awarding agency to carry cul 2 Federal
program. - ’

Research ard development (R&D) feans all researcn activities, Louh basic
and applied, and all development act:ivities that are performed by & non-
Federal entizy. Research is defined as a systematic study directed toward
fuller scienti®ic lnowlecdge or understanding ol Lhe supject siudied. The term
rasearsh also includes activities invelving the training of individuals in
vresearch techrnigues where such activities utilize the same facilaties as other
research and development activities and where such activities are not included
in the instruction function. Development is the systematic use of knowledge
anid understanaing gained from research directed toward the production of
useful meterials, devices, systems, or methods, including deszgn and
developmsent of prototypes and processes.

14t means an audit which includes botn the ent:iy's financial

=

Sinpals aundl
starements and -he Federal awards as described in § .500.
s*zze means any State of the United States, the District cof Cclumbia,

the Commonwealth of Puerto Rico, the Virgin Islands, Guam, american Samca, the
CGCommonwealth of the Northern Mariana Isiandsy—ang—the—TFrust Territory of the--

7
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raclific Islands, any 1nstium 1ity 21 any multi-State, regicnal, o

1nverstates entily vwhich has ions, and any Incian tribe as

defined 1in tniz sec-icn. i

Student Finapncgial Aid (STA) includes those programs ¢f gdeneral student

stance, such as those authorized by Title IV of the Higher Education Act
265, as amended, (20 U.S.C. 1070 et seg.) which is administered by the
Deparimarnt of Education, and similar programs provided by other Federal
cies It does not Include programs which provide _ellowshlp or similar
ral awards to students on a competitive basts, cor Zor specified studiss or
arch. < :

Subrecimient means a non-rFederal entaty that expends Federal awards
recelved from a pass-through entity to carry out a Federal program, but does
not include an’ 1ndividual that is a beneficiary of such a program. A
subrecipient may also be a recipient of other Federal awards directly from a
Federsl awarding agency. Guidance on distinguishing between a subrecipient
and a venaor -3 provided in § _ .210.

apliance reguirements refers to the tvpes of compliance

Ivbes oI Co
reguirements listed in the compliance supplement. Examples include:
activities allowed or unallowed; allowable costs/cost principles: cash
management; eliginility; matching, level of efiort, earmarxing; and,

reporting.

Yandor means a dealer, distributor, merchant, or other seller providing
gocds or services that are requived for the conduct of a Federal program.
These goods or. services may be for an organization’'s own use or for the use of
beneficiariss of the Federal program. Additional guidance cn distingu: shlng
betwean & subrecipient and & vendor ¢s provided in §__ .210.
Subpart B——Audits

"o

S .200 Audit reguirements. - o
ia) udit reguired. Non-Federal entities that expend $300,000
(5500,000 ‘ﬂr fiscal years ending after December 31, 2003) or more in a year

ir Federal awazds shall have a single or program~specific audit conducted for
that yeax in accordance with the provisions of this part. Guidance on
determining Faderal awards expended is provided in $§ .205. - :

o _aud:. kL. NNen-Faderal entities that expend $300,000 (35500,000
ending after Decemper 31, 20203} or more in a2 year in Faderal
a single audit conductaed in accordance with § .500 except
Lo have a pregram-specific audit conducted in accordance with

paragraph {c} of tThis section.
{c) Program—specific audit election. When an audiiee expends Federal
awards under only cone Federal program {(excluding R&D} and the Federal ol

program's laws, regulations, or grant agreements do neot reguire a financial
statement audit of the auditees, the auditee may elect to have a program— .
specific audit conducted in accordance with §__ .235. A prcgram-specific.- -
audit may not be elected for R&D unless all of the Federal awards expended

were rece:rved Ifrom the same Federal agency, or the same Federal agency and the
sams pass-through entity, and that Federal agency, or pass-ithrough entity in

the case of a subrecipient, approves in advance a program-specific audit.

(d) Exemption when Federal awards expended are less than $300,000
(F500,000 for fiscal years epding. s¥ter December 31...2003). Ncn-Eederal - —___ .

8
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sgancy, pass-tarcugh entity,
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FFRDC as a 3epara

§__ .205 Basis for determining Federal awards expended

() Dectermining Federel awards expendsd. The aetermination oI when an
zward is erpended should be kesed on when the acrivity releted to the award
occurs. Generally, the activity psrtains to events thet regu-re the non-
Federal entity to comply with laws, regulations, and the provisicns of
contracts or grant agreements, such &s: expenditure/exzpense Lransactions
assoclated with grants, cost-reimbursement contracts, cooperative agreenerts,
and direct apgpropriations; the dispursement of funds passed through to
subrecipients; the use o loarn proceeds under lcan and loan guarantee
programs; the reccipt of preoperty; the recelipt of surplus propesrty; the
receipt or use of program income; the distriburion oy consumption of Zood
commed.ties; tne disbursement of amounts entitling the non-Federal entity To
an interest subs:dy; and, the period when insurance 1s in force.

(b Loan and loan cuarzanrvées (loans). Since the Faderal Government 1s
at riek for loans until the debt is repaid, the following guidelines shall be
used to calculate the value of Federasl awards expended undcr loan progranms,

ercept as noted in paragraphs (c) and (d) of this section:

(Z) © Value of new loans made or received during the fiscal year;

plus
(2) Balance cf loarse from prDVlO”S vears for which the [ederal
Governmen. Lmncses continuaing Sotmpllance reguirements; plus
(2 Any interest scbsidy, cash, or administrat-ve cost allowance
rccoeived. B .
. .
(c} Loan and loan guarsntees {lcans) at institutions of higner
cducatien. When lcans are made to students of an institution of higher
education but the institution does not make the loans, then only the value of
loans made during the year shall be considered Feaeral awards expended in tha+
year. The balance of loans for previous years ig hot -noluded as Federal
awards sxpended because the lender accounts for the prior balances.
(a) Prior loan and loan guarantees (lcaps). Loans, “he proceeds cof

which were recelived and expended in prior-years, are not considered Federal
awards expended under this part when the laws, reculations, and the provisiocns
of coniracts or grant agreements pertaining to such Joans impose no continuing
compliance reguirements otner than to repay Lhe loans.

{e)} tndowment funds. The cumulative balance of Federal awards for
endowment funds which are federally restricted are concsidered awards expended
n each vear —n wnich the funds are st3ill restriczed.
LT Frea rent. Free rent received by itself is not considered a
Federal awara expended Undér thisz part. However, free reni received &s part — "~ _

o
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oI an .#wiard o zarry out a rFoderal program shall be lacluded in determining
Federal awards expenden and subject to audit under this part.

! 3

Sigy Yalulng non-casn assistance. Faderal non-cash asecistance, such as
free fent, food stamps, food commodities, donated ﬂvopb?ty or donated surplus
property, shall be valued at fair market value at the time of recelipt or the
assessed valus provided by the Federal agency. -

e Medicere. Medicare payments to a non-Federsl entity for providing
patient care szarvices 4o Madicarve 2ligible individuals are not considered
Federal awards expended under tros part. 3

1) Medicaid. Medicaid payments to a subrecipient for providing
patient care services to Medicaid eligible individuzls are nct considersd
Federal awards expended under this part unless a Staté reguires the funds t%
be treated as Federal awards expended because relﬂouréement is on a cost-
reimbursement basis.

{3 Certain loans provided by the National Credit Union
Administration. For purposes of this part, loans made from the National

Cread:t Union Share Insurance Fund and the Central Liguidity Facility that are
funded by contributions from insured institutions are no- considered Federal
awards expended.

s .210 Subrecipient 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 or services
provided as a vendor would not be considered Federal awards. The guidance in
paragraphs (b) and (c¢) of this section should be cons%deredfin determining
whether psyments constitute a Foderdl award or a paymgnt for goods and
services.

(o) Federal awsrd. Characteristics indicative of a Federal award
received Ly a sukbrecipient are when tne organizat:ion:
{1 Determines who is eligible to receive what Federal financial
assistance; . . !
- (<) Has its performance measured againsg whecther the objectives
¢f the Federal program are met: ’
(2) Has respcnsibility for programmatic decision making:
(4} Has responsibility for adherence to zpplicable Federal

program cornliance rnqulrerﬂnts and

(5) Uses the Federal funds to carry out a program of the
rcanl"at‘or as compared to providing goods or services Ior a program of the
ss-through entity.

"J [¢]

(c) Pavment JTor goods and services. Characteristics indicative of a
ayment for goods and services received by a vendor are when the organization:

g

{1) Provides the goods and services within normal business
operestions;
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[Ca] Onerates 1n & ccrpeiitive 20V
- 43 Troviges goods cr services that gncililery TI o Lns
operaticon ¢f ine Federal program; and

rogran.

[§sB} T . may Daounus
clroumsTance T Is istcl In making the
determingtz scipient or vendor relat:io ﬁ;h*p 2»1s5%s, Tne
subszance ha s more important tharn the form of the
sgreement 1s not expectad that all of the characteristics will Le present
ana judgment should be used in determining wheth ar. entity 1s & supreciprent
or vendor.

= For-prafit subrecipispnt. S£ince this part does not apr-y TO Lor-
profit subrecigients, the pass-tnrough entity 18 responsible for esteblishing
requirements, as necessery, LC easure compliance by for-prefit subreciplenls.
The contract woth the for-prsfis supbrecipient should describe apwlaiczable
compliance raguirements and the for-profit subrecipient’'s compliance
reanHQ1ull t\‘ Methods to ensure compliznce for Federal awards made to for-
profit suprecipients may include pre-award audits, moritoring dur:ng the

contrac-, and post-award audits.

) Complience responsibility for vendors. Lo MOSL Cises, Trne
auditee's compliance responsikility for vendors ig only 1o ensure th
procuremsrt, receipt, and payment for goods and services comply with laws,
regulations, and the provisions ¢f contracts ©r grant agreemencs. z
compliance reguirements normally ao not pags througn to vendors. H
auditee :s5 responsible for ensuring compliance for vendor transact
are structured such that the vendor s responsible for program comp
the vendir's recordes musht he rav 0o Qetarminc program Somplizan
when” Lthese vendcr transacilons 1 ~o a major program, the scope oIl
audit shall include determ ning wh ther these transactimns are i compl
wizh laws, regulations, and the pro

’—'}r‘“

§ 215 Relation to other audit reguirements.

(al rudit_under is
accordance with this part sh cia
vnder individual Federal awards. Tec the extent this audit meets a Feaderal
agency's needs, it shall relv upon and use such audits. The pl“VlSiCDS GE
this part neither limit *he auchcrity of Federal agencies, cluding their
Inspectors General, or GAO to conduct c¢r arrange for addltlojc; aud;ts le.q.,
firancial audits, performance audits, evaluations, inspections, or reviews)
nor authorize any auditee to constrain Federal agencies Jrom carrying out

additicnal aud-ts. 2Any additiona) audits shall be pianned and pariormed in

such & way as to kuild upon work periormed by other avditors.

in lieu of other auiits. Ln audit made in

pe in lisu of any finan 1 aucdit reguiyrec

ib) Federal aoency to L3y . & rederal agency
that conducts or contracts Zor addztional audits shall, cons.stent with other
applicable laws and regulations, arrvange for funding the ful. cost ot such
additional audits.

11
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(e 2eguast Zor a procvam to ke audited as s madior preogram. A Fedenal
agency may reguest an auditee Lo have a particular Federal program asudited as
2 m23or program ln llsu of the Tederal agency conducting or arranging for tha
aadirtional auaitcs > allow Ior planning, sucn reguests should be nmade at o
least 180 days prior to the land of the fiscal year to be audiced., The :
auditee, after consultation with 1ts auditor, should promptly respond to such
Teguest oy iniormaing the Federal agency whether the program would otherwlise.be
audited as a major program udsing the risk-based audit approach desc"’bod inz
§ .520 anag, :f not, the estimated incremental cost. The Federal agency
shzall then prorptly zonfirm £0 the audives whather it wants zas prag:am 4;
sudited 25 a major program. - If the program is to be audited as a major :
vrogram based upon this Feder agency reguest, and the Federal agency adrees
¢ pay the full incremen=al © S, then the auditee shall have the pregram °
acdi<ed as a majcr program. . ass-:hrough entity may use the provisiosns of
this paragraph for a subrecipient :

; R
S 220 Fregquency of audits.

Except for the provisisns for biernial audits provided in paragraphs (a)
and (b) of tnis section, audits regu:wred by this part shall e performed )

annually. Any biennial audit shall cover both years within the biennial
reriod.
{a) A Statc or local government that is reguired by conszitution or

statute, in effect on Jarua*b 1, 1287, to undergo its audits less Lrequertlj
than annually, is permitted to undergo its audits pursuant to this part
Piznnially. This reguirement must still be in effect for the biennial perlod

under audit.

{D) Any non-profit organization that had biennial audits for all
biennial periods ending betw§en July I, 18%2, and January 1, 19953, is
permitted to undergo its audits pursuant to this part biennially.

P et

'

s .225 Sanctions. . S

No aualit costs may be charged to Federal awards when audits reguired by
this part nave 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 wiih' this part, Federal agencies and pass-through -
ertities sh3ll take ospprovriate action using sanctions such as: -

{a) Withholding a percentaoe c¢f Federal awards until the audit is
completed satisfactoriiv; -

{b) Withholding or disallowing overhead costs;
(Cc) Suspending Federal awards until the audaxt is conducted: or

(d) Terminating the Federal award.

& .230 Audit costs.

[a} Rllcwable costs. Unless prohibited by law, the cost of zudits
made in accordance with the provisions of this part are allowable charges to
Federal awards. The charges may be considered a direct cost or an allocated
indirect cost, as determined in accordance with the provisicns of applicable
OMB cost principles circulars, the Federal Acquisition Regulation {FAR) (48

-CER_varts 30 and 31}, or othrer applicable cost-princionles or_regulations.

2
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[l L pon~Federa: ent’ty chall not Cnargse ThE
following o
£ any audit undser th .
cf 1846 51 "I not conaucted in
2 The ceost of dud:ting & non-Feder .
awards jermaed ¢f less than $320,000 (§500,000 =
Decepber 31, J003) psr vear and 1s thercby exemp :
naving an audit corducted uﬁdel this paxt. Howev

pass-through entity Ireom charging Fedezral awards
sudits to mon-tor i1ts subreciplignis in ascordance with §__ .400(d} (3), X
p"ov1dmo ~ne sukrecipient does not have a single audit For purposes oI this
part, limited scope audits only: include aqlaed upon procedures endgagement
conjuutcd in accordance with either the RAICPA’s generally accepred auditin
szandarcs or attestation stanaards, tnat are palo for and errvanged oy a pass-

4

through erntity and address only one or more of the following Types oI

compliance reguirements: activities ellowed or anallowed; allowalle
costs/cost principles; eligibilaty; matching, level of effort, =armarring;
and, reporvting

s .235 Program~specific audits.

Program-specific audit oguide gvaslieble. In many cases, & bBING
specific aud:t guide will be available to provide specific guldance o the
zudizor with respect to i1nternal control, compliance reguirements, sujoested
audit proceduras, and audit reporting reguirements. Tnz auditor should
contact the Office of Inspector General of the Fedsral agency Lo determine
whether such a guide is available. Wanen a current program-specifiic audit
cguide is avsilaple, the auditor shall follow GAGAS and the guide when

perZorming a program-specific auadit. !
(L) Program-—specific audit cuide not avaiiaple. 1) When a prograr-
specific audat gu1de 1is not ava17ab3e, the aucitee and auditcr shall have
basgicaily Lhe f&2ma respo for the Federa! program &f theyv wou.d nave
for an audit of a maljor H:og_am -n z single audit.
{23 The auditee shall prepare the financial statementis; Ior the

Federal program that includes, at a minimum, a schedule of expenditures of
Federal awards for the program and notes that describe zhe significanti
accounting policies used in preparing the schedule, a summary schecule oT
prior zudit findings consistent with the reqguiremencts of §  .315(b), and a
morrective acticn plan consistent with the reguirements of §___.315(c).

(2 The auditor shall:

(i} Perform an audit of the financial starement:s) for the
Tedera. program 1n accordance with SAGAS;

{ii) Obta-n an understanding of internal contr
perform tests c¢f internal contrcl over the Federal program ConRsist
requirement £ 8 .500(c) for a major program;

(111) Ferform procedures to determine whether the audiise
has complied wi_th laws, regulations, and ~he provisions c¢f contrects or grant
agreements inat could have a direct and material effect on the Federal program
cons:stent with the requirements ¢f §  .500(d) for a major program; and

13




(zw: Fellow up dn prior auziyi: findings, perform procedures
to 4s58e8s tne reasonableness of the summary schedule of prior audit findings
preparad py tne audikes, and rempcrt, &8 a cuorrent vear aud:t Zindind, whan the
auditor conclutes that the summary scheduie of prior audit findings:materizlly
misrepresents the stiatus of any prior audit finding in acecordanrce with the
requirements 2t §__ .500(e). :

14 Tie auditor's report{s) may be in Lhe form of eitler
cotmbined or separate reports and may be organired differently from the manner
presented in this sectinn. The auditor's report(s) shall state that ths aund:t

was conducted 1n acoordancze with this part and include the following:

(id An opinien (or disclaimer of opinion) as to whether
the financial statemesnt(g) of the Federzl program is pressanted fairly in all
material respects in‘conformity with the stated accounting policies/

. .

{ii} A report on internal control rela*ed to the Federal
mrogram, which shall describe the scope of testing of internal control and the

recsults of %he tests,

(1i_) A report on compliance which includes an opinion {or

disclaimer of owinion) as ts whether the auditee complied with laws,
rzgulations, and the provisions of contracts or grant agreements which could
have a direct and ma;eL¢al effect on the Federal program; and
{iv} A schedule of findings and guestioned costs for the
aderal preograr that includes a summary of the auditor’'s results relative to
he Federal program in a format consistent with §_ __.505(d) (1) and findings
and questioned costs.censistent with the reguirements of §__ .505(d).(3).

(c} Peport submission for procram—-specific audits. \ . :

(1) The audit shallgbe completed and the reporting reguired by paragraph D

(c) (2) or (e} (3) cf this section submitted within the earlier of 20 days after
.rzceipt of the auditér’s report(s), or nine months after the end of the audit :

period, unless a longer periocd is agreed to 1in advance by the Federal agency . .
“net provided the runding or a different period is specified in a progran-

specific audit guide. (However, for fiscal years beginning on or before June

30, 19%8, the audit shall be completed and the required reporting shall be

subwitted within ther earlier of 30 days after receipt of the auditor’s '
reportis), or 13 months after the end of the auvdit period, unless a different
r o s specafied an oa prOUram~speﬁjFic audat guide.) Unless restricted by
egulation, the auditee shall make report coples available for pubklic
on

{23 When & rcrogram-specifiic audit guide is available, the -
audirtes chal‘ submlt tc the Federal clearinghouse designatzed by OMB the dats

collection form prepared in accordance with §  .320(b), as applicable to &

program-speciiic audit, and the reportaing raqal‘ed by the program-specific

audit guide to be retained as an axrchival copy. Also, the auditee shall

supmit to the Faderal awarding agency or pass—through entity the reporting

rejuired by the program-specific audit guide

(3} When a program-speciiic audit guide is not availanle, the -
reporting package for a program-specific audit shall consist of thz financial
statement (s) of the Federal program, a summary schedule of prior audit
findings, and a corrective action plan as described in paragraph (b) (2) of
this section, and the auditor's report(s) described in paragraph (b) (4) of

_this section. The data cellection—form prepared in accordance with _

14

G ey

ATTACHMENT ... X ..
pAGE .. )Y oF .34 pacEs




zble to a program-ipecliic audit,
1 be submitied tc the FevewaL cleari
whern

. 320 (b) .,
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¢ as an archivel cor
n

finaings anc Gu soned costs disclosed audlL llrdlngs on
zudit [_ndifgs repcrted the staius cf any audi

submit one copy of the reporiing package Lo the F

of the Federal awarding agency, or dirsctly to T
in —he case of a subrecziplent instead of supmitzing t
tne pass-through entity, when & subreciplient 1s 1ot regulr
reporting pachage to‘tne pass-through entity, the subrecipi by
wriiten notification to the pass-tnrough entity, consistent &
requirements ©I § .320 (e) {2) A subrecipient may submit a Copy of the
reporting package to the pass- through entity te comply witn thos noTification
reguiremsnt. : N

(d} Other sec-ions of this part mav applwv. Program-speciTic audits
ere subject o § _ .100 through §_ .215(b}, §_ .220 througn § _ .230,
s .300 through § _ .305, §__ . 315, §__ .320(f) through §__ .320(3), § _.400
~hrough §___ .405, § .810 through § 515 and other referenced provisions
cf this part unless contrary to tne provisions of this section, a program-

’J

specific audit ru1de, or program laws and regulatzions.
Subpart C--Auditees
§ . 300 Auditee responsibilities.

The auditee shall:

(3) tify, 2n its accounts, all Federal awards received and
expended and Federal programs under which they were received. Federal
program and award identification shall include, &s applicables, the TFDR title
and number, award number and year, name of the Federal agencty, and name of the
pass=-through entity. h

=

den
the

Mainta-n internal ccnt 0l over Federal programs that providss

)
e assurznce tns* the audizes 1s managing

awards in complience with laws, re gulaticns, ana T pr
s or grant agreements that coula have a material eifect

Fho
@
3

vi s
on each of 1ts

programs. . -

or

(c) Comply with laws, regulations, znd the provisions of co
re’ated to =sach of its Federal programns.

td) Prepare appropriate financial statements, including the schedule
ct ewpenditures of Federal awards in accordance with § .310.

(=) Ensure that the audits reguired by this part are proper- Y
performed and submitted when due. Wnen extensions to the report submiscion
due date required by §__ .320(a) are granted Ly the cognizant oxr oversight
zgency for audit, promptly not ify the Federal clearinghouse designated py OMB
and each pass-tnrough entity providing Federal awards of the ewtension.

{f}) Follow up and teke corrective action on aadit frndinas
preparation of a summary schedule of pricr audit findings and a correctiive
scticn plan in acccrdance with & .315 (k) anc § .315(c), reswvec

S .305 Auditor selection.

=
N
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(a} Auditcry procyremsns In procuring audit services, auditees shall
follow the procurement standards prescribed by the Grants Management Common
Puls (hereinafrer referred o ss the "A-102i Common Rule") published March 11,

1288 and amended April 19, 1935 [insert® appreopriate CFR citation}, Circular
3-110, “Uniform Administrat-.ve Reguirementsi for Grants and Agreements with
Institutions of Higher Education, Hospitals' and Other Non-Profit
Crganizaticns,™ or the FAR (48 ZFR part 42), as applicable (OMB Circulars are
availaple irom the OIZfice of Adminzstration, Publications Office, room 22400
New Exmcutive Office Building, Washington, DC 20503). Whenever possible,
auditees shall make p051t1ve efforts to utilize small businesses, minorlty—
owned flrms, and women's business enterprises, in procuring audit services as
stated in the A-102 Common Rule, OMB Circular A-110, or the FAR (48 CFR part
42), as applicable. In requesting proposals for audit services, the
objectlves and scope of the audit should be made clear. Factors to be
considered in evaluating each proposal for 3udit services include the
responsiveness to the request for proposal, .relevant experience, availability
of staff with professional quallflcatlons and technical abilities, the reasults
of external gquality control reviews, and price. .- .

(b) Restriction on auditor preparing indirect cost propesals. An
auditor who prepares the indirect cost proposal or cost allocation plan may
not also be selected to perform the audit reguired by this part when the
indirect costs recovered by the auditee during the prior year exceeded $1
million. This restriction applies to the base year used in the prepararion of
the indirsct cost proposal or cost allocation plan and any subssguent years in.
which the resulting indirect cost agreement or cost allocation plan is used to
recover costs. To minimize any disruption in existing contracts for aud:it
services, this paragraph applies to audits of fiscal years beginning af:cer
June 30, 1998.

(c) Use of Federal auditors. Federal auditors may perform all or part 8
of the work required under this part if they comply fully with the o .. .

requirements of this part. 4 L et DL -
i .

§__ .310 Financial statements. i . - o
{a) Financial statements. The auditee shall prepare financial .
statements that reflect its financial position, results of operations or
changes in net assets, and, where appropriate, cash flows for the fiscal vyear
audited. The financial statements shall be for the same organizational unit
and fiscal year that is chosen te meet the reguirements of this part.
However, organization-wide financial statements may also include departments,
agencias, and other orgsnizational units that have separate audils in
accordancs with §__ .500(a) and prepare separate financial statements.

{b) Schedule of expenditures of Federal awards.: The audite= shall B
also prepare a schedule of expenditures of Federal awards for the period
cover2d by the auditee's financial statements. While not reguired, the
auditee may choose to provide information reguested by Federal awarding
agencies and pass-through entities to make the schedule easier to use. For
example, when a Federal program has multiple awdard years, the auditee may list
the amount of Federal awards expended for cach award year separately. At a
minimum,  the schedule shall:

{1} List individual Federal programs by Federal agency. For
Federal preograms included in a cluster of programs, list. individual Federal
programs within a cluster of programs. For RaD, total Federal awards expended
shall be shown either by individual award or by Federal . agency and major
subdivision within the Federal agency. For example, the National Institutes
of Health is a major subdivision in the Department of Health and Human

Services. !

ATTACHMENT .5
PAGE ..JY. . OF ....BY_ PAGES




{2} ror Federa. awards received as a subreciplient, he name of
the pass-through entity and identifying nurber .assigned by the pass-Lhrough
*entity snall be ncluded. :
3 rrovide total Federal awards’expended for sach inaividual

-

Federal program and the CFDA number or other identifying number when the CFDA
information is not available.

(23 Include notes thnat describe the significanc accounTing
policies used in preparing the schedule. N

(5) To the extent practical, pasé—through entities should

identify in the schedule the total amount provided to subrecipients Irom each
Federal program

(&) Include, in either the schedule or a note Lo ~he scnedule,
the value of the Federal awards erxpended in the form of non-cash assistance,
the amount of insurance in effect during the year, and loans or loan
guarantees outstanding at year end. Wnile not required, it is preferabie to
present this information in the schedule.

§ .315 audit findings follow-up.

{a) General. The auditee is responsible for follow-up and corrective
action on all audir findings. As part of this responsibility, czhe auditee
snall prepare a summary schedule of prior audit findings. The auditee shall
also prepare a corrective action plan for current vear audit findings. The
summary schedule of prior audit findings and the corrective action plan shall
include the reference numbers the auditor assigns to audit findings under
5 .510(c). Since the summary schedule may include audit findings from
maltiple years, it shall include the fiscal year in which the finding
initially occurrea.

(b) Summary schedule of prior audit fimdings. The summary schedule of
prior audit findings shall report the status of all audit findings included in
the prior aud:t's schedule of findings and gquestioned costs relative Lo
Federal awards. The summary schedule shall alsco include audit findings
reporred in the prior audit's summary schedule of prior audit findings exzept
audit findings listed as corrected in accordance with paragraph (b) (1} of this
section, or no longer valid or not warranting further action in acccordance
with paragraph (b) (4) of this section. - R

(1) When audit findings were fullv corrected, the summary
schedule need only list the audit findings and state that corrective action
wag taken.

2) then audit findings were not corrected or were only
parzially corrected, the summary schedule shall 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 agency's or pass-through entity's management decisgion, the summary
schedule shall provide an explanatiocn.

(&) When the auditee believes the audit findings are no longsr
valid or do not warrant further action, the reasons for this position shall be
described in the summary schedule. A valid reason for considering an audit

finding as not warrancing further action is that all cf the following have
courred:

el B DY Two years have passed since—the audit report in which

17
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the finding occurred was submit-ed to the Federal clearinghouse;

(ii) The Federal jagency or pass-through entity is not

currently following up with the audites on the audit finding; ana

{iii) A management decision was not issued.

(c) Corrective agction plan.! At the completiosn of the audit, the
gud;:ee shall brepare a corrective action plan to address each audit finding
included :in the current year auditor¥'s reports. The corrective action plan

shall provide-the namei{s} of the contact person {s) responsible for corrective
action, the corrective action planneéd, and the anticipated completion date.
If the auditee does not agree with the audit findings or believes corrective
action is not reguired, then the coPrective action plan shall include an
explanation and spceific reasons. )

PRt

§ L3290 Report submission.
(a) General. The audit shall be completed and the data collection

form described in paragraph (b) of this section and reporting package
described in paragraph (c) of this secticn shall be 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 cognizant or oversight agency for audit. (However, for fiscal
years beginning on or before June 30, 1998, the zudit shall be completed and
the data collection form and reporting package shall be submitted within the
earlier of 30 days after receipt of the auditor’s report{s), or 13 menths
afzer the end of the audit period.) . Unless restrictad by law or regulation,
~he auditee shall make copies available for public inspection.

{(b) Data Collection. (1) The auditee shall submit a data collection

form which states whether the audit was completed- in accordance with-this part-

and provides information about the auditee, its Federal programs, and the-
results of the audic. The form sha%ﬁ be approved by OMB; available from the
Federal clearinghouse designated by ©MB, and include data elements similar to
those presented in this paragraph. A senior level representative of the
auditee (e.g., State controller, director of finance; - chief  executive officer,
or chief financial officer) shall sign a statement to-be included as part of
the form certifying that: the auditee complied with the regquirements of this
part, the form was prepared in accordance with this part {and the instructicns
accompanying the form), and the information included in the form, in its
entirety, are accurate and complete: r:

[T

(2) The data collection form shall include the following data -
elements : '
(i) The type oI report the auditor issued on the financial statemsnts of
- the auditee (i.e., ungualified opinion, 'gualified opinion, adverse
opinion, or disclaimer of opinion).
{14} 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,
{1ii) A statement as to whether the audit disclosed any noncompliance which
is material to the financial statements of the auditee.
(iv) - Where applicable, a statement that significant deficiencies in internal
control over major programs were disclosed by the audit and whether
any such conditions were material weaknesses. -
. (v) The type of report the auditor issued on compliance for major  ___ -
18
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(1)

(vii)

(vidid)

(i)

(x31)

(xii)

{xiii)

(xiv)

{(xv)

{xvi)

A

programs (i.=., uncualified opinion, gualified opinior, adverse
opinion, or disclaimer ©F .opinion).

of the Federal awarding agencies which will receive a copy ol

L listc . .
the reporting package pursuant to § .320(d) {2) of OMB Circular ;
L-133. -

& ves or no statement as to whether the auditee gualified as a low- N
ri15k auditee under §  .530 of OMB Circular A-123. .
The dollar threshold used.cs distinguish between Type A and Type B
programs as defined in § _ .520(b) of OM3 Circular A-133.

The Catalog of Federal Domestic Agsistance (CFDA) number for each
Federal program, as applidable.

The name of each Federal program and identification of each major
rrogram. 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 cf expenditures of Federal
awards associated with each Federal program.

For each Federal program, a yes or no statement as to whnether there
are audit findings in each of the fcllowing types of compliance
reguirements and the total amcunt of any cuesticned cos:is:

activities allowed or unallowed.

Allowable costs/cost principles.

Cash management.

Davis-Bacon ACt.

Eligibility. i

Equipment and reéal property management. B
Matching, level of efforct, earmarking.

Period cof availability of Federal funds.

Procurement and suspension and debarment.

Program income,

Real property acgguicgition and relocation assistance. -
Reporting.

Subrecipient momitoring. .

Special tests and provisions.

ErmMOr o Mmonw s

Auditee Name, Employer Identification Number (s}, Name and Title of
Cerzifying Cfficial, 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.

The name of the cognizant or oversight agency for audit determined in
accordance with § .400(a) and § .400(b), respectively.

(3) Using the information aincluded in the reporting packagde

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

source of

&s part of the data collection form that indicates, at a minimum, che
the information includsd in the form, “he auditor’s responsibility

for the information, that the form is not a substitute for the reporting
-~ " ~—packKagé described in parsgraph (¢) of ‘thiz section, and that the content of

1@

ATTACHMENT ... Eo.
PAGE ... 1A OF .24 PAGES




the form is limited to the data clements prescribed by OME, |

(c) iReporting package. The reporting package shalliincluds the:
_ (1) . Financial statements and schedule of expenditures of
Faderal awards discussed in § .310(a) and § -310(b), respectively;
tf2) Summary schedule of prior audit findings: discussed in
§__ .315(b); :
~(3) Auditor‘s report(s) discussed in § .505; and
(4) Corrective action plan discussed in § .315(¢) .
{d) fubmission to glearinghouse. All auditees shall.submit teo the Faderal

clearinghouse designated by OMB a single copy of the data collection form

described in paragraph {b) of this ssction and the regorting package described

in paragraph (c) of this section.

(e} Additional submission by subregipients. (1) In addition to the
reguirements- 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 {(c) of this section for each pass-
through entity when the schedule of findings and guestioned -costs disclosed
audit findinﬁs relating to Federal awards that the pass-through entity
provided or the summary schedule of prior audit findings reported the status
of any aucd:t-findings relating to Federal awards that the pass-through-entity-
provided. - Co .

o Instead of submitting the reporting package to a pass-
through entity, when a subrecipient is not regquired to submit a reporting
package o a pass-through entity pursuant to paragraph (e} (1) of this section,
the subrescipient shall provide written notification to the dass-through entity
that: an sudit of the subrecipient was conducted in accovrdance with this part
lincluding the peried covered by the audit and the name, amount, and CFDA
number of the Federal award(s} provided by the pass-through entity); the
schedule of findings and gquesticned 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 ary
audit findings relating to the Federal award(s) that the pass-through entity
provided. A subrecipient may submit a copy of the reporting package described
in paragraph (c} of this section to a pass-through entity to comply with this

notification requirement .

{f) Reguests for report copies. In response to reqguests by a Federal
agency or pass-through entity, auditees shall submit the appropriate copies of
the reporting package described in paragraph {c¢) of this section and, if ;
requested, a copy of any management let:zers issued by the auditor. :

(g) Report reteption reguirements. Auditees shall keep one copy of -

the data collection form described in paragraph (b) of this secticn and one
copy of the reporting package described in paragraph {¢) of this secticn on

file for three years from the_date,oﬁtsubmisséqnngg_ghg Federal clearinghouse _ ..

20




designat=d by DOME. Pasg-through entities shall kesp $ubreciplen:s'
submissions sn fi'e for three vears from date of recs=ipt.

(hi ‘Cizaringhouse responsipilities. Ths Fegeral cl@ar;nghouse
dssignated by OMB shall distribute the reporting packages réceived in
accordance with paragraph (d) (2) of this section and §__ .235(c) (3) o
aoplicable Federal awarding agencies, maintain a data pase of completea
audits, provide appropriate information to Federal agencies,. and folloy B
wi-h known auditees which have not submitted the regulred déta collection
forms and reporting packages. N

(1} blearinqhouse address. The address of the Federal clearanghouse
currently designated by OME is Federal Audit Clearinghouse, Bureau cf the

Census, 1201 E. 10th Streec, Jeffersonville, IN &£7132.

(1) Electronic filing. Nothing in this part shall presclude slectronic
submissions to the Fedasral clearinghouse in such manner as may be approved by
OMB. With OMB approval, the Federal clearinghouse may pilot test methods of
electronic submissions.

Subpart D--Federal Agencies and Pass-Through Entities
§ .400 Responsibilities.

(a) Ccogqnizant agsncy “or audit responsibilities. Recipients expending
more than 525 miilion (8§50 million for fiscal years ending after December 31,
20¢3} a year in Federal awards shall have a cognizant agency for audit. The
designatad cognizant agency for audit shall be the Federal awarding agency
that provides the predominant amcunt of direct funding to a recipzent unless
OMB makes a specific cognizant agsncy for audit assignment.

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 diresct funding shall be based upon direct Federal awards expended in
the recipient's fiscal years ending in 1995, 2000, 2005, and:every fifth year
thereafter. For example, audit cognizance for periods ending in 1987 through
2000 will be determined based on Federal awards expended in 1995. (Howecver,
for States and ioccal governments that expend more than $25 million & year in
Fade~al awards and have previously assigned cognizant agencies Zor audic, the
reguirements. of this paragraph are not elfective until fiscal years beginning
afrer June 20, 2000.)

Follcwing is effective for fiscal years ending after December 31, 2003:

The deterringtion of the predominant amount of direct funding shall be pased
upon direct Federal awards expended in the recipient's fiscal years ending in
2004, 2009, 20t4, and every fifth year thereafter. For example, audit
cognizance for periodes ending in 2006 through 2010 will be determined based on
Federal awards expended in 2004. {Howeveyr, for 2001 through 2005, the
cognizant agency for audit is determined based on the predominant amount of
direct Fegeral awards expesnded in the reciplent's fiscal year ending in 2000}).

Notwithstanding the manner in which audit cognizance is determined, a Federal
awarding agency with cognizance for an auditee may reassign cognizance to
another Federal awarding agency which provides substantial direct funding and
agrees to be the cognizant agency for audit. Within 30 acays a’ter 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 lialson Lo auditees and
auditors.

21
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Submission due date reguired by §__ _.320(a). The cognizaat agency for audit
may grant extensions for good cause.

i i

- (3) Cbtain or conduct quality control reviews of selec-ed
audits made by non-Faderal auditors, and provide the results, when
appropriate, to other interested organizations.

: {4) Promptly inform other affectad Federal agencies and
app?opria:e Federal law enforcement officials of any direct reporting by the
auditee or its auditor of irregularities or illegal.acts, as reguired by GAGAS
or aws and regulations. -

. (5) Advise the auditor and, where appropriate, the auditee of
any deficliencies found in the audits when the deficiencies reguire corrsctive
action by the auditnr. When advised of deficiencies, the auditee shall work
with the auditor to take corrective action. If corrective action is not
taken, the cognizant agency for audit shall notify the auditor, the auditee,
and applicable Federal awarding agencies and pass-through entities of the
facts and make recommendations for follow-up action. Major inadequacies or
repetitive substandard performance by auditors shall be referred to
app;opriate State licensing agencies and professional bodies for disciplinary
action.

(6} Coordinate, to the extent practical, audits or reviews
made by or for Federal agencies that are in addition to the audits made
pursuant to this part, so that the additional audits or reviews build upon
audits periormed in accordance with this part. .

(7} Coordinate a management decision for audit findings that
ffect the Federal programs of more than one agency.
(8) Coordinate the audit work and reporting responsibilities-
amon? auditors tc achieve the most cost-effective audit.. . - —- B : - CoC
£ {e) - For biennial audits permitted under § -220, consider -.- -
auditee requests to gualify as a- low-risk auditee under §:00 .530(a) - o
{b) Quersight acency for audit responsibilities. An auditee which

does not have a designated cognizant agency for audit will be under the
general oversight of the Federal agency determined in accordance-with
§ .105. The oversight agency for audit:

(1) Shall provide technical advice to auditess and auditors as

L

raguested.

{2y - May assume all or some of the responsibilities normally
berformed by a cognizant agency for audit. : il .
p b4 g g Y

(c} Federal agwarding agencvy responsibilities. The Federal awarding
agency shall perform the following for the Federal awards it makes :

{1) ~ Identify Federal awards made by informing each recipient
of tne CFDA title and number, award name and number, award year,Zand if the
award is for R&D. When some of this information is not available, the Federal
agency shall provide information necessary to clearly describe the Federal -
award. -

(2) Advise recipients of reguirements imposed on them by
Federal laws, regulations, and the provisions of contracts-or grant -
agreemants. *
R -—{3) - __Ensure that audits are completed and.reports are_received
22
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in a t-mely mannsr and in accordarce with thes reguirements ci zhis part.
{4) Drovide technical advice and counssl to audizees and
aud’tors as reguested. :

Issue a management decision on audit findings within six

{5)
{
months afrer receipt of the audit report and ensuare that the recipient cakes
arpropriate and timely corrective action N
’ (6) Issign a person responsible fcr providing annual updates

of the compliance supplement tc OMBE. .

- (@) Pass-through entity responsibilities.. A pass-througn entity snall

cvform the following for the Federal awards it mgkes:

. (1) Tdentify Federal awards made by informing cach
sutrecipient of CFDA title and number, award name and number, award year,lif
the award is R&D, and name of Federal agency. When some of this informaticn
is not available, the pass-through entity shzll provide the best information
available to describe the Federal award.

(2) Advise subrecipiente of reguivements 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, ragulations, and the provisions of contracts Or grant agreesments and
that performance goals are achieved.

(4) Ensure that subrecipients expending $300,000 (5500,000 for
fiscal years ending after December 31, 2003) oI more in Federal awards during
the subrecipient's fiscal year have met the audit irequirements of this part

fdr that fiscal year. s
{(3) Issue a maragemant decision on audit fZindings within six -
months after receipt of the subrecipient's audit report and ensure that the
suprecipient takes appropriate and timely corrective acticn.
(6) Consider wherher subrecipient audits necessitate
adjustment of the pass-through entity's own records. ,

- (7) Require each subrecipient to permit the pass-through
entity and auditors to have access to the records and financial statements as
necessary for the pass-through entity to comply with this part.

§ .405 Management decision.

(a) General. The management decision shall clearly state whether or
not the audit finding 1s sustained, the reasons for the decision, and tne
expected auditee action to repay disallowed costs, make Zinancial adjustments,
or take other action. 1If the auditee has not completed corrective action, &
timetable for follow-up should be given. Prior to issuing the management
decision, the Federal agency or pass-through entity may request
additional information or documentation from the auditee, including a reguest
for auditor assurance related to the documentation, as a way of mitigating
disallowed costs. The management decision should describe any appcal process
available to the auditee.

(o) Federal agency. As provided in § .400(a) (7), the cognizant
agency for audit shall be responsible for coordinating a management decision
for andit-findings that-affect the programs of more thamone Federal agency. -
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As provided inm §_ .400(c} (5), a Federal awarding agency is respeonsible for
1ssuing a management decision for findings that relate to Federal awards 1t
makgs to recipients. Altérnate arrangements may be made on a cases-by-casé
basis by agreement among the Federal agencies concevrned. .

fc) ‘Pass—throuah éntitv. As provided in § .400(d4) (5), the passl
through =entity shall be responsible for making the management decision for
audit findings that relate to Federal awards it makes to subrecipients. :

= =

(d) Time reguirements. The sntity responsible for making the =
management decision shall-do so within six months of receipt of the audit:
report. Clorrective action should be initiated within six months after reéeipt
cf the audit report and proczed as rapidly as possible.

(e) Reference numbers. Management decisions skall include the N
referance numbers the auditor assigned to each audit finding in accordanca
with § .510(c} . : :

Subpart E--Auditors

§ .500 Scope of audit.
(a} Ggneral. The audit shall be conducted in accordance with GAGAS.

The audit shall cover the entire operations of the auditee; or, at the option
of the auditee, such audit shall include a series of audits that cover
departments, agencies, and other organizational units which expended or
otherwise administered Federal awards during such fiscal year, provided that
each such audit shall encompass the financial statements and schedule of
expenditures of Federal awards for each such department, agency, and other
organizational unit, which shall be considered to be a non-Federal entity.
The financial statements and schedule of expenditures of Federal awards shall
be for ths same fiscal vyear. -

(b) Financial statements. The auditor shall determine whether th%
financial statements of the auditee are presented fairly in all material ¢
respects in conformity with generally accepted accounting principles. The
auditor shall alsc 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. = o

(=} Internal contsol. {1) In addition to the requirements of GAGAS,
the auditor shall perform procedures to obtain an understanding of internal
- control over Federal programs sufficient to plan the audit to support a loéw
assesg=d level of control risk for major programs. B

(2) Except as provided in paragraph {(c) (3) of this section,
the auditor shall: Co - :

(1} ?lan the testing of internal control cver major
programs to support a low assesgssed level of control risk for the assertions
relevant to the compliance requirements for each major program; and

(ii) Perform testing of internal controi as planned in
paragraph (ec) (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
detecting noncompliance, the planning and performing of testing described in
paragraph (e)(2) of this section are not required for those compliance

requirements. However, the auditor shall reperta 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 compliance tests are required because_of_ ineffective
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‘" —Tofrcontracts_or grant agreements, noncompliance—with.which could have a--

internal control.

i) of ZRGARS, the
auditoy shall determine whether the auditee has complied with laws, :
regulationeg, and the provisiohs of contracts or grant agreemsnts that may have
a direct and material effesct on each of its major programs. .

(d Compliance. {3} "In addition fo the reguiremsnts

(2) The principal compliance requirem=nts applicab.le to most
Federal programs and the compliance reguiremesnts of the largest Federal
programs are included in the tompliance supplement. N

(31} For the compliance reguiremencts related to Fedsral
programs contained in the compliance supplemsnt, an audit of these compl:ance.
reguirements will meet the requirements of this part. Where there have been

changes to the compliance regquirements and the changes are not reflected in
the compliance supplement, the auditor shall determine the current compliance,
reguirements and modify the audit procedures accordingly. For thcse Federal
programs not covered in the compliance supplement, the auditor should use the
types of compliance requirements contained in the cowpliance supplement as
guidance for identifying the types of compliance reguirements to test, and
determine the requirements governing the Federal program by reviewing the
provisions of contracts and grant agreements and the laws and regulations
referred to in such contracts and grant agreements.

(4) The compliance testing shall include tegts of transactions
and such other auvditing procedures necessary to provide tne audivtor sufZicient
evidence tTo support an opinion on compliance.

(e) Auvdit follow-up. The auditor shall follow-up on prior audit
findings, perform procedures to assess the reasonablencss of the summary
schedule of prior audit findings vrepared 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 findings matexrially t
misrepresents the status of amy pricr audit Zinding. The auditor shall :
perform audit follow-up procedures regardless of whather a prior audit finding
relates to a majcr program in the current year. .

() Deza CTollection Form., &8 reguired in § .320(b) (3), th= auditor

shall comrlete and sign specified sections of the data collection form. .

§ , .505 Audit reporting. - )

The auditor's repert(s) mey 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 thalt the audi:z was
conducted in accordance with this part and include the following:

(a) kn opinion (or disclaimer cf opinion}) as to whether the tinancial
statements are presented fairly in all material respects in conformity with
generally accepted accounting principles and an opinicn (or disclaimer of
opinion) as to whether the schedule of expenditures of Federal awards is
presented fairly in all material respects in relation to the financial
statements taken as a whole.

(b) A report on internal control related to the firancial statements
and major programs. This report shall 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 guesticned costs described ain paragraph
{d) of this section.

(c) E report on compliance with laws, regulations, and the provisions
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material eifect on the [linancial stazements. This report shall alsc include
an opinion (or disclaimer of opinicn) as to whether the auditee complied with
laws, regulationsi, and the provisions of contracts or grant agradments which
could have a dirsct and material effect on each major program, and, where
applicable, refern to the separate schedule of findings and questioned costs
described in paragraph (d) of this section. :

(4} A schzdule of findings and guesticned costs which sha 1 include
the following *hf=e components :
(1) f A summary of the auditor's results which shal} include:
(i) The type of report the auditor issued on the

financial statemshts of the auditees (i.e. ungualified opinion, gualifiad
opinion, adverse ppinion, or disclaimer of opinion}; :

vo(ii) Where applicable, a statement that sigaificant

deficiencies in internal control were disclosed by the audit of the financial
statements and whether any such conditions were material weaknesses;

f1ii}) A statement as to whether the audit disclosed any
noncompliance which is material to the fipancial statements of the auditee;

(iv) Where applicable, a statement that significant
deficiencies in internal control over major programs were disclosed by the audit
and whether any such conditions were material weaknesses;

- (v The type of report the auditcor issued on compliance
for major programs (i.e., unqualified opinion, qualified opinion, adverse
opinion, or disclaimer of opinion}; . '

(vi) A statement as to whether the audit disclosed any 7 ~
audit findings which the auditor is required to report under §_| rSlo(a.); T -
4 -
S (vii) An identification of major programs; : oLl e

(viii)The dollar threshold used to dlstlngulsh between = ~

Type A and Type B programs, as described in § .520(b); and n
(ix) A statement as to whether the auditee gualified as ~ -
a low-risk auditee under § .530.
. 3 z 1
iz . Findings relating to the financial statements .which are

regquired to be reported in accordance with CAGAS. -

(2) Findings and questioned costs for Federal awards which e
shall include audit findings as defined in § .510(a}) . :
(i) Audit findings (e.g., internal control findings, -

compliance findings, guestioned costs, or fraud) which relate to the same
issue should be presented as a single audit finding. Wiere practical, audit -
findings should be corganized by Federal agency or pass-through entity.

[

(ii) Audit findings which relate to both the financial a
statements and Federal awards, as reported under paragraphs (d4) (2) and (d}(3)
of thigs section, respectively, should be reported in both sections of the
schedule. However, the reporting in cne section of the schedule may be in
summary form with a reference to a detailed reporting 1n the other section of
the schedule.

§ .510 Aaudit findings. . -
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zudit findinas reported. The auditor shall report tne followong
o«

(a)
as zudit findings 4in a schedule of findings and guestionad cost
(1) Sigrificant deficiencies in internal control over major
programs. ‘The auditor's determination of whether a daiiciency irnfinternal

contrel is a significant deficieicny for the purpose of reporting.an audit
findinec is ‘n relation to a type cf compliance reguirement for a majer program
or an audit cobjecZive identified in the compliance supplement. The auditor
shall identify significant deficiencies which are individually or cumulatively
material weaknessss. N

(2) Material noncompliance with tne provisions of laws,
regulations, contracts, or grant agreements related to a major program. The
auditor's determination of whether a noncompliance with the provisicns ol
laws, regulations,® contracts, or grant agreemsnts$ is material Zcr“the purpcse
of reporting an audit finding is in relation to a type of compliance
requirement for a major program or apn audit objective identifled in che
compliance supplement.

(3} Known questioned costs which are greater than 510,000 for
a type of compliance reguirement for a major program. Known gquestioned costs
are those specifically identified by the auditor. In evaluating the effect of
guestioned costs on the opinion on compliance, the auditor ceons:iders the best
estimate of total costs guestioned (likely guestioned costs), not just the
guestioned costs specificzlly identified (known guestioned costs). The
auditor shall also report known guestioned costs when likely guestioned costs
are greater than $10,000 Zor a type of compliance requirement for a major
precgram.  In reporting guestioned costs, the auditor shall include information
to provide proper perspective for judging the prevalence and conseguences of
the questicned costs.

(4) - Enown guestioned costs wnich are greater than $10,000 for
a Federal program which is not audited as a major program. Except; for audit
follow-up, the auditor is not reguired under this part to perform audit -
procedures for such a Federal program; therefore, the auditor wiil normally
not find guestioned costs for a program which-is not audited as a majer
program, However, if the auditor does become aware of questioned costs for a
Feageral program which is not audicted as & major wrogram (e.g., as part oI
audit follow-up or- other audit procedures) and tne known gquest.oned c¢csts are
greater than $10,000, ther the auditor shall report this as an audit finding.

(5) _ The circumstances concerning why the auditor's repori on
compliance for major programs 1is other than an ungualified opinion, unless
such circumstances are otherwise reported as audit findings in the schedule of
findings and guestioned costs for Federal awards.

(&) Known fraud affeczing a Federal award, unless such fraud
1s otherwise reported as an audit finding in the schedule of findings and
guestioned costs for Federal awards. This paragraph does not reguire the

auditor to make an additicnal reporting when the auditor confirms that the
Zraud was reported outside of the auditor's reports under the direct reporting

regquiremencs of GAGAS.

(7) Instances where the results of audit follow-up procedures
disclosed that the summary schedule of prior audit findings prepered by the
auditee an accordance with 8§ .315{b) materially misrepresents _he stalus of

any prior audit finding.

(b} Bbudit finding detail. Audit findings shall be presented in
safficient detail for the auditee Lo prepare a correctlive action plan and take
corrective action and for Federal agencies and pass-through entities to arrive
at a management decision— Thefollowing_ specific information shall pe——
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included, as applicable, in audit findings:

(1} Federal program and cpec¢f1ﬁ Federal award identification
including <h= CFDA title and number, Fede*al award number and year, names of
Federal agency, and name of the applicable pass-through entity. When
information, such as the CFDA ti:zle and number or Federal award number, is not
available, the auditor shall provide the best information available to
describe the Federal award.

i

"

‘ . {(2) The criteria cr specific Le guirement upon which the aud:i:
ftinding is based, including statutory, regulatory, or other citatiosn.
(3) The condition found, including facts that support the

deficiency identified in the audit findirg.

(4) Identificarion of questioned costs and how they were
computed. *

(5) Information to provide proper perspective for judging the
prevalence and conseguences of the audit findings, such as whether the audit
findings represent an isolated instance or a systemic problem. Where

appropriate, instances identified shall be related to the universe and the
number of cases examined and be guantified in terms of dollar value.

{(6) The possible asserted effect to provide sufficient
information to the auditee and Federal agency, or pass~through entity in the
case cf 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 identiZfied in the audit finding.

A - -~ -

: - - (8) Views of responsible oEf1c1a;s of the auditee when there :
is disagreement with the audit findings, to the extent practical. T

--(c¢) ' - Referenpce numbers. Each audit finding in-the schedule of findings
and guestioned costs shall include a reference number-to allow for easy
referencing of the audit findings during follow-up.

§ .51s Audit working papers.
{a) Retention of working papers. - The auditor shall retain working
papers and reports for a minimum of three- years after the date of issuance of

the auditor's repcort(s) to the auditee, unless the auditor is no*lzlea in
writing by the cognizant agency for audit, oversight agency for audit, or
pass-through ertity to extend the retention period. -When the auditor is aware
that the Federal awarding agency, pass-through entity,’ or auditee is
contesting an audit finding, the auditor shall contact the parties contesting
fhe audit finding for guidance prior to destruction of the working papers and

ports

(b) Access to working papers. Audit working papers shall be made
available upon reguest 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 guality review,-to resolve-audit .
findings, or to carry out oversight responsibilities consistent with the
purposes of this part. Access to working papers includes the right of Federal
agencies to obtain copies of working papers, as is reasonable and necessary.
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§ .520 Major program determination.

(a) General. The auditor shall use :a risk-based aprroach to detsrmine
which Federal programs are major Drograms. “This risk-based appreach shall
‘nclude consideration oi: Curren:c and p*lof audit experience, oversight by
Federal azencies and pass-through entities, .and the nherent riskx of the
Pederal program. The process in paraglaphs (b) through (i) nf this section
shall be Zollowed. :

(b Step 1. (1} 'The auditor shall fident: y the larger k
programs, which shall be labeled Type A p*ogvams. Type A program
as Federal programs with Federal awards expended during the audit p
exceeding the larger of: :

m oo
63

(1) £300,000 or threeipercent (.03) of toral Federal
awards expended in the case of an auditee for which tota- Federal awaras
expanded =zqual or exceed $300,000 but are less than or egual to °lOO million.

{ii) $3 million or three-tenths of one percent (.003) oIl
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 510

billion.

(iii) $30 million or 15 hundredths of one parcent (.0015)
of total Federal awards sxpended in the case of an auditee for which total
Federal awards expended exceed 3510 billion.

(2) Federal programs not labeled Type A under paragraph (b){1)
cf this section shall be labeled Type B programs.

(3) The inclusion of large ldan and loan guarantees (loans)
should not resul: in the exclusion of other programs as Type A programs. When

a Federal program providing loans significantly 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 permi;ted under §  .220, the
dzrerminaticon of Type & and Type 2 programs shall be based upon the raderal
awards expended during the two-yesar period. .

(c) Step 2. {1) The auditor shall identity Type A programs which are
low-risk. For a Type A program to be corsidered low-risk, it shall have been
audited as a major program in at least one of the two most recent audit
periods {i1n the most recenl 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 undexr §__ .510(a)(3) and §_ .510(a) (4),
fraud under § _ .510(a) (6), and audit follow-up Ior the summary schedule oi
prior audit findings under § __ .510(a)(7) do not preclude the Type R program
from being low-risk. The auditor shall consider: the criteria in §___.525(e),
§___.525(d) (1), §__ .525(d)(2), and § .525(d) (3} ; the results of audit
fol-ow- up; whethﬂr any changes in Dplsoqne7 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 (c) (1) of this section, OMB may
approve a Federal awarding agency's request that a Type A program at certain
recipients 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 tco comply with the Government

Management Reform Act of 1994 {31 U.S.C. 3515). The Federal agency shall
Totifvthe recipient and, if known, the auditorgatﬂieastffsO*days*priox;io the . =.. _
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e - ——A{g) —~-Documentation of risk.

end of thes f:iscal ,=ar to be audizgd of OMB's approval.

(d) Step 3. (1) Ths audifor shall identify Tvpe B programs which ars i
high-risk using professional judgment and the criteria in § .525. UYowever, X
should the auditor select Option 2:under Step 4 {(paragraph (e) (2) (i) (B) of :

this section}, the auditor is not reguired to identify more high-risk Type B
programs than the number of low-risk Type A programs. Except for known
significant deficiensies in inter=al control or compliance problems as discussed -
in §___.525(b) (1), §_ _.525(b)(2), and §__ .525(c) (1), a single criteria in .
§__ .525 would seldom cause a Type:E projram to be considered high-risk. z
(2) The auditor is not expected to perform risk assessments on
relatively small Federal programs. Therefcre, the auditor is only required to
perform riszk assessments on Type 3°programs that exceed the larger of: :

(i) $100, 000 or three-tenths of cone percent (.002) of
total Federal awards expended when *the auditee has less than or equal to $100
million in total Federal awards expended.

(ii) $300,000 or three-hundredths of one percent (.0003)
of total Federal awards expended when the auditee has more than 5100 million
in votal Faderal awards expandad.

(e) Step 4. At a minimum, the auditor shall audit all of the
follewing 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 (e) (1) of this
section) .

(2) (i) High-risk Type B programs as identified under
either of the following twe options: : . o I

{a) optdon 1. At least one half of the Type B N
programs identified as high-risk urdder Step 3 "{paragraph (d} of this section),
except this paragraph (e) (2) (i) (A) does not require-the auditor to audit more
high-risk Type B programs than the number of low-riskrType A programs -

—t -

identified as low-risk under Step 2. T
(3) oOmtion 2. One high-risk Type B program for :
each Type A program identified as lLow-risk under Step 2,

(i1) When identifying which high-risk Typa B programs to
audit as wajor under either Option-1 or 2 in paragraph (e) (2) (1) (A) or (B), -
the auditor i1s encouraged to use an approach which provides an opportunity for
-different high-risk Type B programs to be audited as major  over a period of
time. R

- (3) Such additional programs as may be necessary to comply.
‘with the percentage of coverage rule discussed in paragraph ({£) of this

.section. This paragraph {e) {3) may require the auditor to audit more programs
as major than the number of Type A programs. Co

(£} Percentage of coverage rule. The auditor shall audit as major

© programs Federal programs with Federal awards expended that, in the aggregate,

encompass at lsast 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. o

The auditox#shallﬁdocument in the working
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papers thz risk analysis process used in determining major Drograms.

{h) nudicor's judgment . 'When the mejor program detsrminat2dl was
nerformed and documented in acccrdance with this part, the auditcr's judgment
in applving the rosk-based approach to determine major programs spall pe.
presumed correct. Challenges by.Federal agencies and pass-through entities
shall only be for clearly improper use of the guidance in this part. However,
Fedaral agencies and pass-through entitiss may provide auditors guidance about
the risk of a particular Federal rrogram and the zuditor shall considar this
guidance in detsrmirning major programs in audits not yvet completsd. B

(i) Deviation from use of risk criteyia For first-yesar audits, the
auaitor may elect to determine major programs as all Type A programs plus any R
Type B programs as n=cessary Lo meet che percentage of coverage rule discussed
in paragraph (£) of this section! Under this option, the auditcr would not be =
required to perform the procedures discussed in paragraphs {(e), (d}, and (e) ,
of this section.

(1) A first-year audit is the first year the entity is audited
under this part or the first yesar of a change of auditors.

(2) To ensure that a freguent change of auditors wou.d not
precluae audit of high-risk Type B programs, this election for first-year
audits may not bz used by an auditee more than once In every three vears.

§ .525 Criteria for Federal program risk.
{a) General. The auditor's destermination should be based on an

overall evaluation of the risk of noncompliance occurring which couid be

material to the Federal program, The auditor shall use auditor judgment and
consider criteria, such as described in paragraphs (b), (e}, and (d) of this
gsection, to identify risk in Federal programs. Also, as part of the rishk
analysis, the auditor may wish to, discuss a particular Federal program with i
auditee management and the Federal agency or pass-through encity. :

(b} Current and prior audit experience. {1} Weaknesses 1n internal
control over Federal programs would indicate higher risk. Consideration
saould be giver zz thes contrrol eavironment over Federal programs 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 contreol structures may have higher raisk. When assessing risk in a
large single audit, the auditor shall consider whethe» weaknesses are isclated
in a single operating unit (e.g., one college campus) or pervasive throughout
the enticy. .

(11} When significant parxts of a Federal program are
passed through to subrecipients, a weak system for monitoring subrecipients
would indicate higher risk.

(iid) The extent to which cowmputer processing 15 used to
administer Federal programs, as well as the complexity of that processing,
should be considered by the auditcr in assessang rask. New and recently

modified computer systems may also indicate risk.

(2) Prior audit findings would indicate higher r.sk,
particularly when the situations identified in the audit findings could have a
significant impact on a Federal program or have not been corrected.

e (3) Federal programs not—recemtly—audited_as major programs —_—
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may be of higher risk than Federal programs recently audifed as major programs
without audit findings. - i
H H

te)! Oversight exercised by Federal agencies and pass-thrcugh entities.
(1) Ovensight exercised by Federal agencies or pass-thraugh entities could
indicate risk. For example, recent monitoring or other reviews performed by
an overgisht entity which disclosed no significant problems would indicate
lower risk. However, monitoring which disclesed gignifidant problems would
indicate higher risk. *

(2) Federal agencies, with the concurrence of OMB, may
identify F¥ederal programs which are higher risk. OMB plans to provide this
identification in the compliance supplement .
(d}), Iaherent risk of the Fsderal program. (1} The nature of a
Federal program may indicate risk. Consideration should be given to the
complexity of the program and the extent o which the Federal program
contracts for goods and services. For example, Federal programs that disburse
funds through third party contracts or have eligibility criteria may be of
higher risk. Federal programs primarily inovolwving staff payroll costs may
have a high-risk for time and effort reporting, but otherwise be at low-risk.

(2) The phase of a Federal program in its life cycle at the
Federal agency may indicate risk. For examplé, a new Federal program with new
or interim regulations may have higher risk than an established program with
time-tested regulstions. Alsoc, significant changes in Federal programs, laws,
regulations, or the provisions of contracts or grant agreements may increase

rishk. . .

. (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. | A

5 g Type B programs with larger Federal awards expended would: - .
be of higher risk than programs with substantially smaller Federal awards - B
expended. ’

§ .530 = Criteria for a low-risk auditee.

A 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 aud‘t
coverage dn accordance with §  .520: - '

(a) Single audits were performed on an annual basis in accordance with
the provisions ©f this part. A non-Federal entity that has biennial audits
does not gualify as a low-risk auditee, unless agreed to in advance by the
cognizant or oversight agency for audit. : -

b The auditor's opinions on the financial statements and the
schedule of expenditures of Faderal awards were unqualified. Howevers- the’
cognizant or oversight agency for audit may judge chat an opinion -
Jualification 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 Jjudge that any identified
material weaknesses do not affect the management of Federal awards and provide

a waiver.
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(a) None of t—he Federal programs had audit findangs from any of ths
following in eithex of the preceding two years (cr, in the case zf paennial
in which they were classifisd-as Types A

audits, preceding two aucit perioos)
programs:

{1)
material wesaknesses;

_Internal control deficiencies which were adentiiied as

(2) :Noncompliance with the provisions of laws, regulations,
he Tvpe A

contracts, or grant agreements which have a material effect on

program; oxr N
(3) _Known or likely questioned coste that exceed five percent
cf the total Federal awards expended for a Type A program during the year.
Appendix A to Part ;_ - Data Collecrion Form (Form SF-SAC)
[insert SF-SAC after finalized]

Part - Circular A£-133 Compliance Supplement

Provisicnal OMB Circular A-133 Compliance Supplemant i

appendix B to
s a
room 2208, New

Note:
from the Ofifitce of Administration, Publications Office,
Exscutive 0ffice Building, Washington, DC 20503.

o

e
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CITY OF LONG BEACH

DEPARTMENT OF HEALTH AND HUMAN SERVICES

2525 GRAND AVENUE e LONG BEACH, CALIFORNIA 90815 & (562) 570-4000 o FAX (562) 570-404¢

Health Information In Compliance With the Health Insurance Portability
And Accountability Act of 1296 (HIPAA) and the Health Information Technology
for Economic and Clinical Health Act (RITECH Act)

BUSINESS ASSOCIATE AGREEMENT

THIS BUSINESS ASSOCIATE AGREEMENT (“Agreement”) is made and

entered as  of February 28 , 2011 by and between
The Salvation Army ,a California nonprofit

[corporation, partrership—individual-orsolepropristor-dba), whose business address is
180 E. Ocean Blvd.,Suite 500 Long Beach, CA 90802
{hereinafter referred to as “Business Associate”), and the CITY OF LONG BEACH, a
municipal corporation (hereinafter referred to as “City” or “Covered Entity”).
WHEREAS, the City has a Department of Health that provides a multitude of
health care and related services; and
WHEREAS, in the course of providing health care and related services the City
obtains protected health information; and
WHEREAS, Business Associate performs particular duties and/or provides
particular services to the City; and
WHEREAS. the City wishes to disclose some information to Business Associate,
some of which may contain protected health information; and
WHEREAS, the City and Business Associate intend to protect the privacy and
provide for the security of protected health information in compliance with the Health
Insurance Portability and Accountability Act of 1896, Public Law 104-181 ("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,
inciuding the Privacy Rule and the Security Rule codified in Title 45,
Sections 160-164 of the Code of Federal Regulations, and under the

HITECH Act.
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OBLIGATIONS AND ACTIVITIES OF BUSINESS ASSOCIATE

(&8

Non-disclosure, Business Associate agrees to not use or disclose
protected health information other than as nermitted or required by
the Agreement or as required by law.

Safeguards. Rusiness 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 HIFAA
Regulations.

Mitigation. Business Associate agrees to mitigate, 10 the exten
practicable, any harmful effect that is known to Business Associate
of 2 use or disclosure of protected heaith information bv Businass
Associate in violation of the requirements of this Agreement.

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 Business Associate not permitted by this Agreement,
any security incident involving electronic protected health
information, and any breach of unsecured protecied health
information without unreasonable delay, but in no case more than
thirty (30) days following discovery of breach.

o

—

1. Business Associate shall provide the following information in
such notice to Coverad Entity:

{z) The ideniification of each individual whose unsecursc
protecled health information has Dbsen, or s
reasonably believed by Business A'”“‘ate o heve
hasr aocessad, acguirad. or discleses cunng cush
breach'

4oy A descrintion of the nature of the breach including the

;

i
tynes of unsecured protected health information tha
were nvoivpd the date of the breach and the date of

discover

(c) A description of the type of unsecured protected
health information acqguired, accessad, ussc or
disciosed 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 acqguisition,
access, use or disclosure;

(e) A description of what the Business Associate is doing
to mitigate the damages and protect against future
hreaches; and

(f) Any other details necessary for Covered Entity to
assess risk of harm to individual(s), including
igentfication of each individual whose unsscurs

ATTACHMENT oo (o
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Business Associate Agreement
Page 3

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 purpeses 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 publiic heaith
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 fo
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-

------------




Business Associate Agreement

Page 4

agrees to promptly make any amendment(s) to protected health
information in a designated record set that the Covered Entity
directs or agrees to pursuant to 45 CFR § 164.526 at the request of
Covered Entity or an individual.

internal Practices. Business Associate agrees to make internal
practices, books, and records, including policies and procedures
and protected health information, relating to the use and disclosure
of protected health information received from, or created or
received by Business Associate on behalf of, covered entity
available to the Secretary of the U.S. Department of Health and
Human Services for purposes of the Secretary determining the
Business Associate’s compliance with the Privacy Rule.

Reporting of Disclosures. Business Associate agrees to document
such disclosures of protected heaith information and information
related to such disclosures as would be required for the City to
respond to a request by an individual for an accounting of
disclosures of protected health information in accordance with the
Privacy Rule, including but not limited to 45 CFR § 164.528, and
the HITECH Act.

Availability of Information to Covered Entity. Business Associate
agrees to promptly provide to Covered Entity or an individual
information collected in accordance with Section 2(j) 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, inciuding but not
limited to 45 CFR § 164.528, and the HITECH Act.

PERMITTED USES AND DISCLOSURES BY BUSINESS ASSOCIATE.

Except as otherwise limited in this Agreement, Busingss 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 wouid not violate the
Privacy Rule or the HITECH Act if done by Covered Entity or the minimum
necessary policies and procedures of the Covered Entity. The specific
use and disclosure provisions are as follows:

a.

Except as otherwise limited in this Agreement, Business Associate
may use protected health information for the proper management
and administration of the Business Associate.

Except as otherwise limited in this Agreement, Business-Associate
may disclose protected health information for the proper

“management and administration of the Business Associate,

provided that disclosures are required by law, or Business
Associate obtains reasonable assurances from the person to whom
the information is disclosed that it will remain confidential and used
or further disclosed only as required by law or for the purpose for
which it was disclosed to the person, and the person notifies the

PAGE . Y oF _iC
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Business Associate Agreement

Page 5

business associate of any instances of which it is aware in which
the confidentiality of the information has been breached.

Except as otherwise limited in this Agreement, Business Associate
may use protected health information to provide data aggregation
services to covered entity as permitted by 42 CFR §
164.504(e)(2)iXB).

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.

b.

Business Associate shall not use or disclose protected health
information for fundraising or marketing purposes.

Business Associate shall not disclose protected health information
to a heailth 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.

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
permitied by law, including HIPAA and the HITECH Act. This
prohibition shall not effect payment by Covered Entity to Business
Associate. :

5. OBLIGATIONS OF COVERED ENTITY.

a.

Notification of Limitations in Notice of Privacy Practices. Covered
Entity shall notify Business Associate of any limitation(s) in its
notice of privacy practices of covered entity in accordance with 45
CFR § 164.520, to the extent that such limitation may affect
Business Associate’s use or disclosure of protected health
information.

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 disciose protected health
information, to the extent that such changes may affect Business
Associate’s use or disclosure of protected health information.
Notification of Resitrictions. 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 -ENFITY--Covered Entity shall

not request Business Associate to use or disclose protected healtth
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 -

PAGE .5 OF .10 .
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Business Associate Agreement

Page 6

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.

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 shalli 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 shali 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 refurn or

pAGE ... e oF .10
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Businass Associate Agreement
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10.

11.

12.

destruction infeasible, for so long as Business Associate
maintains such protected health information.

ASSISTANCE IN LITIGATION OR ADMINISTRATIVE PROCEEDINGS.

Business Associate shall make itself and any subcontractors, employees,

or agents assisting Business Associate in the performance of its

obligations under this Agreement with the Covered Entity, available to

Covered Entity, at no cost to Covered Entity to testify as witnesses or

otherwise, in the event of litigation or administrative proceedings

commenced against Covered Entity, its directors, officers, or employees
based on a claimed violation of HIPAA, the HIPAA Regulations, the

HITECH Act, or other laws relating to security or privacy, except where

Business Associate or its subcontractors, employees or agents are named

as an adverse party.

MISCELLANEQUS.

a. References. A reference in this Agreement to a section in the
HIPAA Regulations or the HITECH Act means the section as in
effect or as amended.

b. Amendment. The parties agree to take such action as is necessary
to amend this Agreement from time to time as is necessary for
covered entity to comply with the requirements of the Privacy Rule,
the Security Rule, HIPAA, the HITECH Act and other privacy laws
governing protected health information. Amendments must be in
writing and signed by the parties to the Agreement.

C. Survival The respective rights and obligations of Business
Associate under Section 6(c) of this Agreement shall survive the
termination of this Agreement.

d. Interpretation. Any ambiguity in this Agreement shall be resolved to
permit Covered Entity to comply with the HIPAA Regulations and
the HITECH Act.

LAW. This Agreement shall be governed by and construed pursuant to

federal law and the laws of the State of California (except those provisions

of California law pertaining to conflicts of laws). Business Associate shall
comply with all laws, ordinances, rules and regulations of all federal, state
and local governmental authorities.

ENTIRE AGREEMENT. This Agreement, including Exhibits, constitutes

the entire understanding between the parties and supersedes all other

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

INDEMNITY. Business Associate shall protect, defend, indemnify and

hold City, its officials, employees, and agents (collectively in this Section

referred to as "City") harmless from and against any and all claims,
demands, causes of action, losses, damages, and liabilities, whether or

not reduced to judgment,-which-may be asserted against City arising-from —

or attributable to or caused directly or indirectly by Business Associate,
Business Associate's employees, or agents in the performance of the

- duties under-this-Agreement-or any alieged- negligent or intentienal- act;
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13.

14.

158.

16.

17.

18.

19.

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
reascnable time. Business Associate shall give City notice of any claim,
demand, cause of action, loss, damage or liability within ten (10) calendar
days. ,

AMBIGUITY. In the event of any conflict or ambiguity in this Agreement,
such ambiguity shall be resalved in favor of a meaning that complies and
is consistent with HIRAA, *FHPAA Regulations, the HITECH Act and
California law.

COSTS. If there is any iegal proceeding between the patties to enforce or
interpret this Agreement or to protect or establish any rights or remedies
hereunder, the prevailing party shall be entitied to its costs and expenses,
including reasonabie attorneys' fees and court costs, including appeals.
NOTICES. Any notice or approval required hereunder by either party shall
be in writing and personally delivered or deposited in the U.S. Postal
Service, first class, postage prepaid, addressed io Business Associate at
the address first stated herein, and to the City at 333 West Ocean
Boulevard, Long Beach, California 90802 Attention: Director, Health
Department. Notice of change of address shall be given in the same
manner as stated herein for other notices. Notice shall be deemed given
on the date deposited in the mail or on the date personal delivery is made,
whichever first occurs. |

WAIVER. The acceptance of any services or the payment of any money
by City shall not operate as a waiver of any provision of this Agreement, or
of any right to damages or indemnity stated in this Agreement. The waiver
of any breach of this Agreement shall not constitute a waiver of any other
or subsequent breach of this Agreement.

CONTINUATION. Termination or expiration of this Agreement shall not
affect rights or liabilities of the parties which accrued pursuant to Sections
7,12 and 14 prior to termination or expiration of this Agreement, and shall
not extinguish any warranties hereunder.

ADVERTISING. Business Associate shall not use the name of City, its
officials or employees in any advertising or solicitation for business, nor as
a reference, without the prior approval of the City Manager or designee.
THIRD PARTY BENEFICIARY. This Agreement is intended by the parties
to benefit-themselves only and is not in any way intended or designed to
or entered for the purpose of creating any benefit or right for any person or
entity of any kind that is not a party to this Agreement.
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IN WITNESS WHEREOF, the parties hereto have caused these presents to be
duly exscuted with all of the formalities reguired by law as of the date first stated herein.

THE SALVATION ARMY
(Name of Businass Associates)

California nonprofit

(corporation, FAXXNENRXKKIKKAKE])

e 2y 2o( By (kg 7‘]5@5"/

Title: - Vice President

20 1 Aisst By M ,'},,,
Title:_Michael J. Woodruff Secretary

CITY OF LONG BEACH, a municipal
corporation

. Assistant City Manager
5 (1D 20 gl By IQB

I i .
Cr arager o S=soRERT

THE NITY CHARTER.
“City"

The foregoing Agreemesnt is hereby approved as {o form thisj day of

Masy, 2011
4,

ROBERT E. SHANNON,
City Attorney or designhe

By

LTbg 0205187~ T
L vapns Syl awS WP Docs\DODSIPLO T 200 96058, DOC
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CITY OF LONG BEACH

T N DEPARTMENT OF HEALTH AND HUMAN SERVICES

2530 GRAND AVENUE  « LOWG BEACH CALIFORNIA 90E1L e (562) 570-4000 o FAX (5821570-404¢

CERTIFICATION REGARDING DEBARMENT

By signing and submitting this document, the recipient of federal assistance funds Is
providing the certification as set out below:

1. The certification in this clause is a material representation of fact upon which
reliance was placed when this transaction was entered into. f 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 pursus available
remedies, inciuding suspansion and/or debarment.

2. The recipient of Federal assistance funds shall provide immediate written notice 1o
the person to which this agreement is entered, if at any time the recipient of Federal
Assistance funds learns that its certification was erronsous, when submitted or has
become erronsous by reason of changed circumstance.

3. The terms “coverad transaction,” “debarred,” “suspended.” “ineligible.” “lower tier
covered transaction,” “participant” “person” ‘“primary covered transaction,”
“orincipal,” ‘proposal,” and “voluntarily excluded,” as used in this clause, have the
meanings set out in the Definitions and Coverage sections of rules impiementing
Executive Order 12540,

4 The recipient of Fedaral assistance funds agrees by submitting this document that it
shall not knowingly enter into any lower tier covered transaction with a person who is
debarred, suspended, declared ineligible, or voluntarily excluded from participation in
this covered transaction, uniess authorized by the department or agency with which
this transaction originated.

5. The recipient of Federal assistance funds further agrees by submitting this document
that it will include the clause titled “Certification Regarding Debarment, Suspension,
Ineligibility and Voluntary Exclusion — Lower Tier Covered Transactions,” without
modification, in all lower tier covered transactions and in all solicitations for iower 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 excludad from the covered transaction, unless it knows that the
certification is erroneous. A participant may decide the method and frequancy by
which it dstermines the eligibility of its principals. Each participant may, but 1s not
requirad ic, check the list of parties excluded from procurement or non-procuremant
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 certificetion raquirad by this

1
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& Except for transactions authorized undsr Paragraph 4 of these instrucuons. If 2
pamf‘:pam I a covered transaction Knowingly enters into a iower tier covared

transaction with a parson who is suspzndad, debarred, inehgible, or voluntanty
exafl d o from participation in this transaction, in addition to other remediss available
to the Feaderal Government. the deparmmeant or agency with which the transaction

orginatad may pursue availabie remedies, including sussension and/or debarment

The regulations impiementing Exascutive Order 12548, Debarmant and Suspension 24
CFR Part 24 Section 24,510, Participants’ Responsibilities require this certitication

1 The recipient of Faderal assistance funds certifies that naither it nor s
principals are presantly debarred, suspended, proposed for debarment
declarad ineiigible, or voluntarily excluded from participation in this
transaction by any Federal departmant or agency

2. \Where the recipient of Faderal assistance funds 1s unable to certify to any
of the statements in this certification, such participants shall attach an
sxplanation to this dosument.

CA0650B9D061003
Agreement Numbear: Contract Agency:. THE SALVATION ARMY

William Harfoot Vice President

Name and Trtle of Authorized Represantstive

Gl Hewam £ APRL 2, 2041

Signature William Harf Vice President Data

= Mnidoans/

* “Michael J. Wdodruff, Sech{ary
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7 "% CITY OF LONG BEACH

[ = o 0]
\‘ e "1'-7-2." ' ) DEPARTMENT OF HEALTH AND HUMAN SERVICES

: M A
\\\\W// 2525 GRAND AVENUE « LONG BEACH, CALIFORNIA 90815 » (562) 570-4000 « FAX, (582) 570-4049

CERTIFICATION REGARDING LOBBYING

Contractor(s) and iobbyist firm(s), as defined in the Los Angeles County Code Chapter
2.160 (ordinance 93-0031), retained by the Contractor, shall fully comply with the
requirements as set forth in said County Code. The Contractor must also certify in writing
that it is familiar with the Los Angeles County Code Chapter 2.160 and that all persons
acting on behalf of the Contractor will comply with the County Code.

Failure on the part of the Contractor and/or Lobbyist to fully comply with the County’s
Lobbyist requirement shall constitute a material breach of the contract upon which the City
of Long Beach may immediately terminate this contract and the Contractor shall be liable for
civil action.

The Contractor is prohibited by the Department of Interior and Related Agencies
Appropriations Act, known as the Byrd Amendments, and the Housing and Urban
Development Code of Federal Regulations 24 part 87, from using federally appropriated
funds for the purpose of influencing or attempting to influence an officer or employee of any
agency, a Member of Congress, an officer or employee of Congress, or any employee of a
Member of Congress in connection with the awarding of any’Federal contract, the making of
any Federal grant, loan or cooperative agreement, and any extensuon continuation,
renewal, amendment or modification of said documents.

The Contractor must certify in writing that they are familiar with the Federal Lobbyist
Requirements and that all persons and/or subcontractors acting on behalf of the Contractor
will comply with the Lobbyist Requirements.

Failure on the part of the Contractor or persons/subcontractors acting on behalf of the
Contractor to fully comply with Federal Lobbyist Requirements shall be subject to civil
penalties. The undersigned certifies, to the best of his/her knowledge and belief, that:

1. No Federal appropriated funds have been paid or will be paid, by or on behalf of the
undersigned, to any person for influencing or attempting to influence an officer or
employee of an agency, a Member of Congress, an officer or employee of Congress,
or an employee of a Member of Congress in connection with the awarding of any
Federal contract, the making of any Federal grant, loan or cooperative agreement,
and any extension, continuation, renewal, amendment or modification of said
documents.

2. If any funds other than Federal appropriated funds have been paid or will be paid to
any person for influencing or attempting to influence an officer or employee of any
agency, a Member of Congress, an officer or employee of Congress, or an employee
of a Member ~of Congress in connectlon with this Federal contract grant, loan, or

LLL “Disclosure Form to Report Lobbying” in accordance with its instructions.




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 fransaction 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. )

CA0650B9D061003
Agreement Number: Contract Agency: THE SALVATION ARMY

Name and Title of Authorized Representative:_ William Harfoot Vice President

(Aillsrin M/ APRAL 2\ 201\

Signature

William Harfoot  Vice President Date

Attest:

Michael J. Yoodruff, Secretary
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