Ord. 4594

MARC SOLID WASTE MANAGEMENT DISTRICT
GRANT ASSISTANCE AGREEMENT (GAA)

Grant #E2014-006

The MARC Solid Waste Management District (hereafter referred to as the ‘District’) hereby agrees to grant up to
$64,632 to Jackson County, Missouri (hereafter referred to as the Sub-grantee) to implement the project titled Fastern

Jackson County Yard Waste Facility.

The Sub-grantee agrees that it will administer this agreement in accordance with:

a) Sub-grantee application dated 9/10/2013;

b) Sub-grantee budget plan, work plan and time line (attached);
c) MARC SWMD Special Terms and Conditions (Attachment 1);
d) MDNR General Terms and Conditions (Attachment 2and 24);
e) Funding Acknowledgement (Attachment 2E )

Budget Period
January 1, 2014 - December 31, 2014

The Sub-grantee agrees to complete the activities described abave 6n the dates specified. All activities will be
completed by the end of the grant period.

Sub-grantee Authorized Official: Michael Sanders, Jackson County Executive
Address: 415 E. 12th Street, Suite 200, Kansas City, MO 64106
Phone: 816-881-3333  e-mail: msanders@jacksongov.org

Sub-grantee Project Manager: Sandy Mayer, Special Projects Coordinator
Address: 415 E. 12t Street, Suite 200, Kansas City, MO 64106
Phone: 816-881-3282 e-mail: smayer@jacksongov.org

Project Title and Description: Funds will support the development of a permanent, fee-based, drop-off yard waste
facility to serve residents and businesses.

Project Funding Amount Percent
District Award - $64,632 79
Sub-grantee Match  ~ $17,600 21
Total Project Cost $82,232 100
15% Retainage $9,695

Specific Project Conditions
The grantee agrees to accept and comply with the following conditions as approved by the MARC SWMD execut]
board on October 15, 2013, None Stated.
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on signature gfguthorized officials:

The assistance as described herem is hereby offered and

Vo Date /
Chris Bussen, Chair Michael Sanders, Jackson County Executive
MARC Solid Waste Management District Jackson County

APPROVED AS TO FOR ATTEST BY:

By Mon O /J/\Cf/ Aoy pras

“$ephn Nixon, Mary Jo Spi@ !
County Counselor Clerk of the Cdunty Legislature
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verify agreement.

each section to - SPECIAL TERMS AND CONDITIONS
MARC SWMD GRANT PROGRAM
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ATTACHMENT 1

I Reporting

Quarterly Reports :
Quarterly reports are due on April 15, 2014; July 15, 2014; October 15, 2014 and January 15, 2015. A final report is

due January 15, 2015. As a reminder, reports must be printed on recycled content paper with at least 30% post
consumer content and double-sided. Reports must be submitted in hard copy with appropriate signature.

Late Report Penalties for Subgrantees
If the district does not receive quarterly or final reports within seven (7) days from the due date stipulated in the

grant assistance agreement’s special terms and conditions, the subgrantee is considered out of compliance. Within
those seven (7) days, the subgrantee may either submit the late report or negotiate an alternate due date with the
grant administrator. If no contact has been initiated by the subgrantee to negotiate an alternate due date, the district
will serid a warning letter to inform the subgrantee of noncompliance and possible fiscal penalty measures.

If the report is not received within fourteen (14) days from the original due date or upon the negotiated due date,
fiscal penalties may be incurred, effective immediately, in the amount of two percent (2%) of the original grant
award and remain in effect at the rate of one percent (1%) per week until the outstanding report(s) is received and
accepted by the grant administrator.

The grant administrator will obtain authorization from the grant review committee chair to implement the penalty
phase and inform the executive board. The subgrantee will be notified by certified letter that the penalty phase is in
effect. Noncompliance of reporting requirements will be noted in the subgrantee’s record for consideration of future
grant awards. Extreme cases may be taken before the executive board for further resolution.

I Acknowledgemenis and Publications

Sub-grantees receiving grant funding shall identify the MARC Solid Waste Management District and the Missouri
Department of Natural Resources as a funding source on all publications and other materials intended for
distribution. Attachment D provides specifications for using the MDNR and MARC SWMD logos. Logos are

available on the MARC website.

District staff shall review draft copies of all publications, scripts, and other printed materials that are intended for
distribution and are financed, wholly or in part, by agreement funds.

For acknowledgements, Item S, Mandatory Disclosures, page 21 of Attachment 2 is hereby amended to include the
MARC Solid Waste Management District as a funding source.

III Reimbursements

The District shall retain 15% of the‘funds awarded to the project until the final report has been provided to the
district and has been approved.

Grant project expenses will be reimbursed only upon receipt of proper source documentation. Documentation must
include proof of purchase and proof of payment. Accepted are:
= Paid invoices
Paid receipts
Credit card statements indicating payment
Cancelled checks
Appropriate electronic verification of cancelled checks

Employee time sheets
- Accounting payroll sheets See other side for more Z>




1V Project Modifications

The sub-grantee agrees to comply with the following requirements to modify or extend the stated project:

Time Extensions: An extension of the project time must be.requested in writing sixty (60) days prior to the end of
the ‘grant period. Materials providing adequate justification for the extension and a revised time line must
accompany a request for an extension. All extensions must receive District approval thirty (30) days prior to the end

of the grant period.

Budget Revisions: Subgrantees must request and receive prior approval to transfer funds from a direct cost budget

M5

category (ies) when the cumulative amount of such transfers exceed or are expected to exceed ten percent of the
requested funds. Notification to district staff is to be made whenever a sub-grantee makes a revision of less than ten

percent.

Scope of Work Revisions Changes to the scope of services described in the agreement must receive prior approval
from district staff. Approved changes in the scope of work or budget shall be incorporated in a written amendment

to the agreement.

V Security Interest

The sub-grantee agrees that any equipment [building/site improvements] purchased pursuant to this agreement shall
be used for the performance of services under this agreement during the term of this agreement and four (4) years
[Nine (9) for buildings/site improvements] thereafter. A security interest agreement between the District and the

Subgrantee will be executed.

The subgrantee will pay all applicable filing and termination fees associated with UCC filings, certificate of title or a
deed of trust. The security interest of the District shall decrease at a rate of 20% of the provided funding per year for
equipment and at a decreased rate of 10% of the provided funding per year for buildings and site improvements.

The subgrantee shall annually submit a report as provided by the district certifying that the intended use of the
equipment, buildings, and/or site improvements are for project activities. Proof of insurance and tonnages diverted

shall be reported annually.

For equipment and buildings/site improvements, Item C(3)(xii), Method of Payment, Attachment 2, page 4,
(Missouri Department of Natural Resources, General Terms and Conditions) is hereby amended to reflect the

change in the length of time a security interest is maintained.

For rate of decrease, Item M(3)(ii), Equipment, of Attachment 2, page 12, is hereby amended to reflect the change in
the percentage of the declining interest.

VI Bidding Requirements
As recipients of Solid Waste Management Fund financial assistance, sub-grantees are required to obtain bids for all

purchases according to the schedule defined in the Revised Statutes of Missouri (RSMo) 34.040. Documentation of
bids must be provided to the District.

To paraphrase this statute:
" Purchases of $0-3,000.00 DO NOT REQUIRE BIDS
Purchases of $3,001.00-24,999.00 REQUIRE COMPETITIVE BIDS, BUT DO NOT HAVE TO
BE ADVERTISED.
Purchases of $25,000.00 or Higher REQUIRE COMPETITIVE BIDS, ADVERTISED IN AT
LEAST TWO DAILY NEWSPAPERS AT LEAST FIVE
DAYS BEFORE BID OPENING.




The sub-grantee will be required to demonstrate that affirmative steps are taken to assure that small and minority
firms, women’s business enterprises and labor surplus area firms are used when possible as sources when procuring

supplies, equipment, construction and services related to the project.

VII E-Verify Filing Requirement

For those grants which provide services, the sub-grantee must certify their business status in accordance with RS
MO 285.525 (Attachment C). Sub-grantee and subcontractors will be required to submit the appropriate form and

notarization before project costs ate incurred.

VIII Indemnification

To the extent permitted by law, the Sub-grantee expressly agrees to hold and save harmless, defend and indemnify
MARGC, its officers, agents, servants and employees for liability of any nature (including, without limitation,
reasonable attorneys' fees) related to or arising from (i) a breach of this Agreement by Sub-grantee, (ii) the Services
provided under this Agreement by Sub-grantee (iii) any act or omission of Sub-grantee or of any employee or agent
of Sub-grantee or (iv) any claim that the Sub-grantee Content or the Custom Content infringes any Intellectual

Property right of any third party.

IX Project Income

The sub-grantee is encouraged to earn income to defray program costs. Revenues generated as a result of grant
funds will be added to the match funds committed to the project and shall be used for the purposes of the project
identified in this grant assistance agreement. For reference see F (2) (b) of the General Terms and Conditions,

Attachment 2,




7.0 PROJECT BUDGET

Cashr:r

Employee 2

Machine Operator

%ﬁ ggﬁssr NAE%‘%% :
PostCards ’

35,000 post cards

HEPICH s-:':‘i‘ -

Magnets 9302 x .43 each
Printing Advertisement Sigjns

Machmery ]

Condltloner

T Cash Register

~$400.00 |

Gas Generator $430.00

Other 12" x 10° Utility $3,000.00 $3,000.00
! Building (Portable -
] Building)
i Other 900 ft Fencing $28,000.00 m
1 Other 1 High Loader $8,960.00 $8,960.00 |
: Equipment Usage

Other Window Air $170.00 $170.00 ]

credlt card reader _

Other Printer -$500.00 $500,00 |

Other 6" Thick Clean $14,437.00 $14.437.0
Aggregate Surface

Other Smart phone with $500.00 $500.00

Utilities Electrical wiring for - $350.00 T $35000 |
Portable Building ' ;
Phone Phone Service $600.00 $600.00
Toilets 2 Portable Toilets $1,785.00 9178500 1
- Rentals: 1 Regular . '
and 1 Handicap . .
| TOTAL BUDGET $64,632.00-| $17,600.00. $0.00| $82,232.00
PERCENTAGE OF TOTAL 79% 21% W
$8800 divided I
by 256 hours
. : “will be $34.37
Regarding salaries, Open 4 days a 32daysat8 . perhour,
$23.03 per hour month for 8 months = hoursaday= including
~11.34 benefits 32 days 256 hours, bénefits
10 (




Indicate task below and mark with an X month of occurrence.
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1990100
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1) KICK OFF MEETING WITH ALL STAKEHOLDERS TO REVIEW GRANT AND ASSIGNMENTS

2) ADVERTISE FOR BIDS

A. FENCING

B. PORTABLE BUILDING

C. 6” thick clean AGGREGATE SURFACE

3) DESIGN

A. SIGNS

B. EDUCATIONAL MATERIALS

C. INFORMATIONAL/ADVERTISING MATERIALS

4) OPEN/AWARD CONTRACTS

A. FENCING

B. PORTABLE BUILDING

C. TUB GRINDING YARD WASTE

5) OBTAIN APPROVALS/PRINT/DISTRIBUTE

A. SIGNAGE
B. EDUCATIONAL MATERIALS - CITY/COUNTY OFFICES, LIBRARIES, COMMUNITY CENTERS, etc.

C. INFORMATIONAL/ADVERTISING MATERIALS- CITY/COUNTY OFFICES, LIBRARIES, COMMUNITY
CENTERS.

6) CONSTRUCTION/INSTALLATION
A. SITE PREPARATION

B. FENCING

C. PORTABLE BUILDING
D.SIGNS

7) PURCHASE ITEMS

A. GENERATOR

B. PORTABLE BUILDING A/C

C. PORTABLE BUILDING FURNISHINGS

8) ENTER INTO A SECURITY INTEREST AGREEMENT FOR SITE IMPROVEMENT WITH THE DISTRICT

9) FIRST QUARTERLY MEETING WITH ALL STAKEHOLDERS

10) FIRST QUARTERLY REPORT SUBMITTAL

11) TRAINING OF STAFF

12) OPEN FACILITY FOR OPERATION

13) SECOND QUARTERLY MEETING WITH ALL STAKEHOLERS

14) SECOND QUARTERLY REPORT SUBMITTAL

15) TUB GRIND YARD WASTE AS NEEDED

16) THIRD QUARTERLY MEETING WITH ALL STAKEHOLDERS

17) THIRD QUARTERLY REPORT

18) CLOSE FACILITY FOR THE SEASON

49) FOURTH QUARTERLY MEETING WITH ALL STAKEHOLDERS

20) FOURTH QUARTERLY REPORT

21) FINAL YEAR END MEETING WITH ALL STAKEHOLDERS

22)YEAR END REPORT




Ord. 4594

MISSOURI DEPARTMENT OF NATURAL RESOURGES
- Solid Waste Management Program
- General Terms and Conditions
Attachment 2

.- Administrative Requirements

A. Use and Award of Solid Waste Management Funds

1. All district funds shall be used for implementatibn of a solid waste management plan, distrfct

operations, solid waste 'management, waste reduction, recycling and related services as
approved by the District's Executive Board and the SWMP.

2. District grant or subgrant funds shall be aWarded by the ;Disfrict for projects that will
implement the District's approved solid waste management plan. These funds shall be used
for solid waste management projects as finally approved for funding by the SWMP. However,

no district grant or subgrant funds shall be made available for incineration. without energy
recovery. :

3. A District may elect to use more than one fiscal year's allocation of funds to finance a project.

a. Priorto the SWMPVénCL;mbering ‘funds for this p‘r_ojéét, the District shall submit a request
to the SWMP for approval that provides justification for the project and shall include

financial supporting documentation. o :
b. Following the SWMP's approval, the District may request that these funds be disbursed to

the District. . - , ) :
c. Allinterestincome earned by the District shall be obligated to this project until the total

amount needed for the project is reached.

4. District grant or subgrant funds shall not be awarded for a pfoject whose applicant is directly
involved in the evaluation and ranking of that particular project. .

5. District grant or subgrant funds shall not be awarded for a project that displaces existing
resource recovery services, unless the District demonstrates how the proposed project will
* resultin improved or expanded services. . _ '

6. District grant or subgrant funds shall not be awarded for a p'rbject that collects solid waste for
disposal on a continuous bass,

1 Final May 28, 2013




7.

Any funds awarded and disbursed to a District, which are not expended or encumbered, for
the purpose for which the funds were awarded, shall be repaid'by the District to the SWMP

for deposit into the SWMF for reallocation.

District grant or subgrant funds m"aff be withheld or may be required to be repaid to the
SWMP if the District has an unresolved audit with significant findings or questioned costs.

Any funds allocated to a District that are not requested by the District pursuant tothe
procedures outlined in 10 CSR 80-8.050, within twenty-four (24) months of the end of the
state fiscal year in which the funds were allocated may be reallocated by the SWMP pursuant

" to section 260.335.2, RSMo..

-~ 10.

pecial Terms and Conditions may apply to grantees or subgrantees considered “high risk” in
accordance with 260.335.5, RSMo. ‘ . :

a. The S_WMP, in conjunction with the Solid Waéte Advisory Board (SWAB), shalll .
periodically review the performance of Districts and District Subgrantees that have had
significant findings or-questioned costs. S :

b. The SWMP may determine and declare that a District or District Subgrantée is “high risk”,
if the District or District Subgrantee: ‘ : ' : o

i.  has a history of unsatisfactory performance;

ii. is notfinancially stable;
ii.  has a management system that does not meet the management standards set

forth in these General Terms and Conditions;
iv.  has not conformed to terms and conditions of previous awards; or
v. is otherwise not responsible.

c. If SWMP determines that an award will be made to a “high risk” District or District
Subgrantee, then special conditions and/or restrictions shall be set to correspond to the
high risk declaration and shall be included in the award as a separate attachment.

d. Special conditions or restrictions may include:

i.  authorizing payment on a reimbursement basis only;
i,  withholding authority to proceed to the next phase until receipt of evidence of
" acceptable performance within a given funding period;

ii.  requiring additional, more detailed financial reports;

iv. . requiring additional project monitoring;

v.  requiring the grantee or subgrantee to obtain technical or management
assistance; or ‘ o 1

vi. establishing additional requirements to obtain prior approvals from SWMP and/or
the District, where appropriate. :

e. lithe SWMP qeclares a District or District Subgrantee to be high risk and prior to
imposing special conditions or restrictions, the SWMP will notify the District or District
Subgrantee as early as possible, in writing, of: ' ’ .

i. the nature of the special conditions/restrictions;
ii. the reason(s) for imposing the special conditions/restrictions;

" jil. " ' the cofrective actions that must be taken to abate the problems that gave rise to
the special conditions/ restrictions and the time allowed for completing such

corrective actions; and
iv.  the method of requesting reconsideration of the special conditions/restrictions

imposed. -

2 Final May 28, 2013




1. In consideration for the ability to utilize SWMF monies, the District and the District
‘Subgrantee agree to comply with all applicable terms and conditions of the Financial
Assistance Agreement (FAA) and any documents incorporated therein, including these
General Terms and Conditions. Districts must incorporate the General Terms and Conditions
into the District's Subgrantee FAAs and any documents incorporated therein and either
provide copies or make copies available to the District's Subgrantees.

B. Project and Budget Periods

1. Disfrict Operéffons: THQ Distriét’;svgrant and budget period shall cover up to a one (1) year
time period, unless otherwise approved by the SWMP.,

2. Plan Implementation and District Subgrantee Projects: - -

a. Districts are to éssign project and budget périgds for di:st,rict“subgr,antfs, toallowforuptoa

. two (2) year time period for project completion.

b. - A maximum of one:'(1)‘six ('6)-'mont,h' e'xtehsio\njmay be allowed b,ey'on_d the two (2) year
completion period when approved by the District's Executive Board. All project and
budget period extensions must be documented in executive board meeting minutes with

a copy of the extension and executive board meeting minutes provided to SWMP.

c. Any extension of the project or budget periods beyond two (2) years and six (6) months
must have prior approval of the District's Executive Board and the SWMP. :

C. Method of Paym‘ents and Disbursements
1. The District must be in comﬁiiance with all reporﬁng requirements to receive disbursements.
2. Disbursements from SWMP to the District, |

a. For District Operations. Funds allocated to the District are disbursable to the District by
the SWMP for all eligible and approved expenses for performing the agreed upon scope
of services identified in the approved application, required attachments, and supporting
documentation, if applicable. In order to receive funds, the District shall submit original

. invoices requesting disbursements to the SWMP as agreed upon. per the Attachment 1 of
the approved and fully executed FAA. For Districts .entering into contracts for district
- operations, no disbursements will be made for such expenditures incurred before the
- SWMP approval date or after the closing budget date. Budget closing dates can be
extended when prior approval has been granted by the SWMP. ’

b. For Plan Implementation Projects. Funds allocated to the District are disbursable to the
District by the SWMP: for all eligible and approved expenses for performing the agreed
upon scope of services identified in the approved application, required attachments, and

. Supporting documentation, if applicable, In order to receive funds, the District shall

submit original invoices for payment to the SWMP as agreed upon per the Attachment 1
of the approved and fully executed FAA. No disbursements will be made for district plan
implementation expenditures incurred before the SWMP approval date or after the
closing budget date. Budget closing dates can be extended when prior approval has

been granted by the SWMP.

c. For District Subgrantee Projects. Funds are disbursable to the District by the SWMP for
all eligible and approved expenses as specified in the agreed upon scope of services
identified in the approved district subgrantee project application(s). In order to receive
funds, the District shall submit original invoices and a copy of the fully executed District
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3. Payments from the District to the District Subgrantee . C

a.

Subgrantee FAAs supporting the amounts requested from the SWMP, as agreed upon .
per the Attachment 1 of the SWMP's FAA.- No disbursements will be made for district ( °

subgrantee project expenditures incurred before the SWMP approval date or after the

district subgrantee project closing date. Project closing dates can be extended when
prior approval has been granted by the District's Executive Board and SWMP as provided

for in section B., above.

All invoices submitted by the Districts to the SWMP must include:

i.  the project name, project identification number, and the amount of allocation
funds requested for disbursement for each project, ‘
i the award amount set forth in the fully executed FAA by the District or District's
Subgrantee; and
i.  copies of fully executed FAAs for each project for which the District is requesting
funds, as attachments. :

All requests for disbursement must include the following certification signed by the
authorized district official: 1 certify that to the best of my knowledge and belief the data
above are correct and that all outlays were made or will be made in accordance with the
grant or subgrant and that payment is due and has not been previously requested.

No disbursements will be made for costs incurred before or after the project's approved
budget period or for costs incurred prior to the approval of the project by the SWMP.

No disbursements will be made for expenditures incurred after the closing budget period
unless a budget time period extension has been granted. (See section B, above.)

.‘/

The approved and fully executed FAA between the District and the District Subgrantee
shall include: ‘ : : '

i.  the Districtissued sequential project identification number;

ii. the District Subgrantee’s name; : ‘

ii.  the project name; '

iv. the project start and completion dates; ~

V. a breakdown of award amount from allocation, carryover; and interest;

vi. the Subgrantee and District authority signatures;

vii.  an executive summary; o
vii.  project tasks; : : .

ix. - abudget summary/notes contained in the district subgrantee project application,

| X a requirement that the District will retain 15% of the amount to be paid to the

District Subgrantee until the District Executive Board gives its final approval of
the District Subgrantee's final report and final accounting of project expenditures;

xi.  arequirement that records be retained for 3-years;
xii.  for a minimum 5 year security interest in buildings, building site improvements, or
equipment costing five thousand doliars or more and purchased, in whole or in

part, with SWMF monies; and : :
xii.  a copy of the District's Special and/or General Terms.and Conditions, if referred

o
Invoices submitted to the District by the District's Subgrantee must include:
i the award amount provided in the fully executed FAA; and

ji.  the project name, project identification number; and the amount of funds being &
requested for reimbursement. o : -
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All requests for disbursement must include the following certification signed by the
authorized District Subgrantee official: | certify that to the best of my knowledge and
belief the data above are correct and that all outlays were made or will be made in
accordance with the subgrant and that payment is due and has not been previously
requested. o o .

No reimbursements will be made for costs incurred before or after the project's approved
budget period by the District or for costs. incurred prior to the approval of the project by
the SWMP. o : ‘ _ e

No reimbursements.will be made for expenditures incurred aftef the closihg budget
period unless a budget time period extension has been granted (See section B.,.above).

Where the District requires match, payments under non-construction subgrants are to be
based on the subgrant sharing ratio as applied to the total project cost. Each invoice

submitted to the District must be based on the subgrant sharing ratio unless the District’s
subgrant specifically provides for advance payments. ‘ -

Advance payments may only be made upon a showing of good cause or special
circumstances, as determined by the SWMP. Advance payments will only be made on a
monthly basis to cover estimated expenditures for a 30-day period or as otherwise
agreed. The SWMP will not approve the District advancing more than 25% of the total
amount of the subgrant unless the Subgrantee demonstrates good cause.

The District shall retain 15% of the funds, awarded to the pi'oject until a District
Subgrantee’s final report has been provided to the District and the District's Executive
Board approves the project’s final report and final accounting of expenditures.

‘The District has the option of making payment directly to a \}endor instead of reimbursing

the District Subgrantee. In order for payment to be made directly to a vendor, the
District's Executive Board must approve such direct payment for goods or services being
purchased by the District Subgrantee and the goods or services must have been actually

* received by the District Subgrantee. The District's Executive Board is nevertheless still

bound by the requirement to retain 15% of the project funds until it approves the final
report and final accounting of expenditures submitted by the District Subgrantee.

The District's Executive Board and the SWMP may approve waiving of the 15% retention
upon written request by the District Subgrantee.

D. Withholding of District Funds

1.

The SWMP may withhold or reduce district Qran_t awards if the District is not in compliance
with: : ‘ ‘ : ' :

b.

-The Solid Waste Management Law and regulations;

Planning requirements pursuant to section 260.325, RSMo;
All General and Special Terms and Conditions of the District's FAA;

Audit requirements as set forth in 260.325.10 RSMo and as detailed herein at Subsection
4.5; C ‘ .

Significant audit .findings and questioned costs resolution plans; and ‘_
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f.  Allreporting requirements and plan revisions detailed in 10 CSR 80-9.050.

2. The SWMP may immediately withhold funds for significant audit findings. For other situations
for which the SWMP determines the withholding of funds would be appropriate, the SWMP
- shall provide written notice of noncompliance prior to such withholding, and such notice shall
allow at least thirty (30) days for the District to comply with the requirements contained in the

SWMP’s notice of noncompliance.

3. The SWMP may withhold funds for failure to timely submit reports. To determine whether a
report has been timely submitted, the SWMP shall use the postmark date as the date -
submitted by the District. If no postmark date is available, the SWMP shall use the date the

" SWMP receives the report. Withholdings for failure to timely submit reports shall be done as

follows: -

If a District fails to submit to the SWMP & complete quarterly report, annual report, or plan

revision_(i.e., assessment inventory) by the due date indicated in theSWMP's notice of -
noncompliance, the SWMP shall withhold and reallocate funds equal to one percent(1%)

of the District’s most recent quarterly allocation for each-day past the notice due date.

a.

- b. Extensions from the required due dates are allowed if the follqwihg provisions have been

met: -

The District has requested an extension prior to the notice due date and the

SWMP has granted that extension; and
“ji.  The District has submitted complete reports by the dates indicated in previous

- SWMP approved extensions. '

4. The SWMP may withhold disbursements for costs it determines to be inappropriate or
unnecessary. In such event, the District shall repay the SWMP or the SWMP shall withhold

from the Distri‘ct's allocation the amount of the costs, following the SWMP's written request.

5. Funds withheld or repaid by a District shall be reallocated by the SWMP fo all Districts that, at
the time of the reallocation, are in compliance-with all.requirements and have addressed all
deficiencies identified in a District’'s audit to the satisfaction of the SWMP. The reallocation
shall be made to Districts in accordance with the allocation criteria pursuant to section

260:335, RSMo.

E. Recordkeeping

1. The District or District Subgrantee shall retain financial records, supporting documents, and
other records pertinent to the subgrant for a period of three years starting from the date of

submission of the final financial status report.

2. If any litigation, claim, negotiation, audit, or other action involving the records has been
initiated before the expiration of the 3-year period, the District or District Subgrantee shall
retain records until completion of the action and resolution of all issues that arise from it, or
until the end of the regular 3-year period, whichever is later.

" 3. The SWMP and the Missouri State Auditor's Office and any of their authorized agents, shall
have the right of access to any pertinent books; documents, papers, or other records of the
District or District Subgrantees which are pertinent to the subgrant, in order to make audits,
examinations, excerpts, and transcripts and the SWMP shall have the right to inspect any
and all such documents and records so long as they are maintained by the District or the
District Subgrantee, regardless of whether the requirement to maintain those records has

expired.
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6.

For equipment and building or site improvement records the 3-year retention period begins
from the date of the disposition, replacement, or fransfer of the asset at the direction of the
SWMP or District.

The District will include these provisions for compliance with the record retention
requirements of these General Terms.and Conditions in every subgrant.

The District’s records shall be maintained as public records pursuant to Chapter 610, RSMo.

F. Program Income

" 1. The District or District Subgrante‘e is encouraged to earn income to defray program costs.

2: Pregram income shelll be deducted from outlays (i.e., expenditures) that may be both district

1.

o

grant funds and non-district grant funds as described below, unless the District Grant
regulations at 10 CSR 80-9.050 or the FAA specify another alternative (or a combination of
alternatives). In specifying alternatives, the SWMP may distinguish between income earned

" by the District and income earned by District Subgrantees and between the sources, kinds, or

amounts of income. When the SWMP authorizes use of the alternatives in paragraphs 2.b.

" . and 2.c. of this section, program income in excess of any limits stipulated shall also be

deducted from outlays.

a. Deduction. Ordinarily program income shall be deducted from total allowable costs to

determine the net allowable costs. Program income shall be used for current costs
unless the SWMP authorizes otherwise. Program income which the District or District
Subgrantee did not anticipate at the time of the award shall be used to reduce the SWMP
and District contributions rather than to increase the funds committed to the project.

b. Addition. With the prior written epproval of the SWMP, program income may be added to
the funds commiitted to the FAA by the SWMP and the District. The program income
shall be used for the purposes and under the conditions stated in the FAA. -

c. Cost sharing‘ or matching. - With-the prior written approval of the SWMP, program income
may be used to meet the cost sharing or matching requirement of the FAA, if applicable.
The amount of the district grant award remains the same.

d. Program income after the awaird period.

i. Program income generated from project activities occurring after the expiration of
the FAA between the District and District Subgrantee remains with the District
Subgrantee. - - | :

il.  Program income generated from project activities funded from district grant funds
occurring after the expiration of the District's FAA with the SWMP must be
expended in compliance with 10 CSR 80-9.050.. . '

- G. Interest Income

| Expenditure of interest income earned on district‘gra_nf agreement funds must be in

compliance with 10 CSR 80-9.050. N

Interest income earned frem grant monies may be used to fund eosts as long as those costs
are reimbursable under the provisions established in 10 CSR 80-9.050 and directly benefit
the District Subgrant Program and are budgeted and spent as part of a subgrant approved by
the SWMP. " : -
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3. . The expenditure of interest income, like other grant expenditures, must be reported to the .
SWMP guarterly on forms provided by the SWMP. ' ‘

—

H. Match or Cost Share Funding

1. At this time, the SWMP does not réquire Districts to match state funds allocated pursuant to
260.335, RSMo.

2. The District may elect to require a matching share from their District Subgrantees. The
matching share will usually be prescribed as a minimum percentage. In-kind (non-cash)
contributions are allowable project costs when the in-kind contributions directly benefit and
are specifically identifiable to the project or program.. Any in-kind match must be assigned a
fair market value stated in dollars and the rationale used to calculate the value must be

- provided.” Neither costs nor the values of third party in-kind contributions count towards
satisfying a cost sharing or matching requirement of a subgrant agreement if such costs have
been or will be counted towards satisfying a cost sharing or matching requirement of another
SWMF subgrantee agreement, a SWMF procurement contract, or any other award of SWMF
funds. MDNR funds from another MDNR grant or subgrant shall not count towards satisfying
a cost sharing or matching requirement of a district subgrant agreement. Any match funds -
are considered state funds and may only be used for purposes allowed by 10 CSR 80-9.050.

Financial Management Systems

The financial management systems used by Districts and District Subgrantees must be in
accordance with generally accepted accounting principles and meet the following standards:

1. Financial Reporting. Accurate, current, and complete disclosure of financial results of

financially assisted activities must be made in accordance with the financial reporting L
requirements of the subgrant; ' T : (

2. Accounting Records. Records shall be maintained that adequately identify the source and
use of funds provided for financially assisted activities. These records must contain
information pertaining to subgrant-awards and-authorizations; restrictions on use of funds,
obligations, unobligated balances, assets; liabilities, outlays or expenditures, and income,
permit preparation of reports required by the SWMP, permit the tracing of funds to a level of
eexpenditures adequate to establish that such funds have not been used in violation of the
restrictions and prohibitions of applicable statutes; '

3. Internal Control. Effective control to prevent loss or misuse and accountability shall be
maintained for all District and District Subgrantee cash, real and personal property, and other
assets. Subgrantees must adequately safeguard all such property and must assure that it is

used solely for authorized purposes; :

4, Budget Control. Actual expenditures or outlays must be compared with budgeted amounts
for each subgrant;

5. Allowable Costs. Allowability of costs shall be determined in compliance with the Solid Waste
Management Law and the implementing rules as well as cost principles contained in Office of
Management and Budget Circular No. A-87 for state and local governments (Attachment A),
and Office of Management-and Budget Circular No. A-122 (Attachment B) for nonprofit
organizations.  The District Grant rules and regulations at 10 CSR 80-9.050, and the subgrant-

- scope of work will be followed in determining the reasonableness; a|lowabil§ty, and allocability

of costs. The District and its Executive Board are responsible for ensuring proper use of the

S_WMF. Districts will repay the amount.of any improperly expended funds to the SWMP.
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6. Eligible and Ineligible Costs.. Eligibleand ineligible costs may vary depending on the
services, materials, and activities being performed.. The District shall refer to 10 CSR 80-
9.050(2)(D) for specifics for district fund use. items not listed in 10 CSR 80-9.050(2)(D) orin
sections (3)(A) District Operations, Eligible Costs and (4)(B) Plan Implementation Projects,
Eligible Costs may be allowed with prior approval of the District's Executive Board and
SWMP;

7. Source Documentation. Accounting records must be supported by such source
documentation as cancelled checks, paid bills, payrolls, time and attendance records,
contract and subgrant award documents. Appropriate electronic verification of cleared
checks may also be considered source documentation in lieu of actual cancelled checks.
The documentation must be made available by the District or District Subgrantee at the
SWMP's request; and »

8. 'The District shall have procedures in place to m,inimiie tﬁe_ time lapsed between money
disbursed by the SWMP and money spent by the District or District Subgrantee.

J. Reportiﬁg of Program Activiﬁes |
The District shall submit to the SWMP:

1. District Annual Report. The District shall submit within 120 days following the close of the
just completed state fiscal year the following information:

a. Goals and accomplishments;
b. Types of projects and results durihg the fiscal year;

- i. .Projects resulting in tonnage diversion from landfills. Include the number and
cost of the projects, tons diverted, and average cost per ton diverted. identify
- separate statistics for items banned and not banned from landfills;
ii.  Projects not resulting in tonnage diversion including the number and cost of
projects; and
iii., Projects closed.

c. Adescription of the gfant proposal evaluation prbcess;-and '

‘d. District council and executive board members: list names along with 'the organization
* represented. ; ‘ Co

2. Quarterly Repori(s). On quarterly status report forms provided by the SWMP, the District
shall submit the following information to the SWMP thirty (30) days after the end of each state
fiscal year quarter (Note: State fiscal year quarters end on September 30, December 31,
‘March 31, and June 30. Quarterly reports are due on: October 30, January 30, April 30, and
July 30 respectively.): v ' o '

a. Projectstatus. For each plan implementation and district subgrantee project in progress,
the District shall provide:

i.  The details of progress addressing the project tasks outlined in the plan
implementation application or subgrantee financial assistance agreement;
ii.  Problems encountered in project execution; ‘
iii.  Budget adjustments made within budget categories, with justifications;
iv.  The weight in tons of waste diverted for each type of recovered material utilized
- inthe project for the most recent quarter following the implementation of the
diversion activity or.other measurable outcomes, as appropriate;
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v.  Acopy of an amended bistriét Subgrantee FAA , if appropriate;
vi. - Other information necessary for proper evaluation of the progress of the projects;
and . N . . E: . '
vii.  In the event that a time period for & project is-less than a full year, only quarterly
information appropriate to the project time period need be included in the district

report.

b. District Operations Status: For the district operations status report, the District shall

" provide: S o ' e

i. - The details of progress in completing the district operations tasks outlined in the
- district opérations application; ' '

ii. Problems encountered in district operations;

i. Required budget amendments; and ‘

iv.  Other inforiation necessary for proper evaluation of district operations.

c. Project Financial Summary. For each grant (district operatons, plan implementation and
district subgrantee project) the District shall provide: w o

i.  The original award amount taken from the accrued allocation held by the SWMP,
ii.  Any district carryover used to fund a project or district operations;
ii.  Any accrued interest income used to fund a project or district operations;
iv.  Total grant award for that project or district operations. (The total J.2.c., J.2.c.ii,

. and J.2.c.ii);
V. Cumulative amount of District disbursement of funds to each District Subgrantee -

. or to the District during that reporting period;
vi.  Balance of that district subgrant project or district operations during that reporting
period; .
vi.  Any carryover funding held by the District that has not been obligated for projects
of district operations;and -+~ - .
viii.  Any accried interest income held by the District that has not been obligated for
- projects or district operations. | : :

Final Project Reports. The District shall submit to the SWMP a final report for each plan
implementation or district subgrantee project that shall contain the same information as
described for project status in J.2.a. as well as a comparison of actual accomplishments to
the goals established and a description of how goals were met, not met, or were exceeded.
" Final Project Reports shall be provided along with the next quarterly report submitted by the
District (i.e., thirty (30) days after the end of the next state fiscal year quarter.).

Assessment Inventory. Pursuant to section 260.325, RSMo, the District Executive Board
shall review the District's recycling and solid waste management planning activities at least
‘every twenty-four (24) months for the purpose of evaluating the District's progress in
expanding and improving waste reduction and recycling efforts within their District and shall
submit revisions to planning information to the Department and District Executive Board or
Council. At a minimum, the District Executive Board shall submit revisions by April 1 of each

odd numbered year that include, but are not limited to:.

a. An inventory of solid waste services in the planning area on forms provided by the

SWMP. Service information shall include:
i the solid waste collection services available to residential and commercial

. customers;:
i. the recycling services available to residential and commercial customers;

iii.  the services available for management of items banned from Missouri landfills,
pursuant to section 260.250, RSMo; and
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b.

iv.  the services available for management of household hazardous wastes.

Pursuant to section 260.320.3, RSMo,v a list of.vadvisory boards, members of each and
- documentation of meetings; and

A description of illegal dumping identification, bublic education, and household hazardous
waste activities and programs established by the District Executive Board, pursuant to
section 260.320.3, RSMo. - . '

5. Financial Audit Requirements:

a.

The District's Executive Board shall have their records audited by a certified public
accountant or firm of certified public accountants pursuant to section 260.325, RSMo.
Districts receiving two hundred thousand dollars or more of financial assistance shall
have annual independent financial audits and Districts receiving less than two hundred
thousand dollars of financial assistance shall have independent audits at least once every
iwo (2) years. The duge date for audit réports will be within one hundred eighty (180) days
of the close of the District's fiscal year. B

The District's Executive Board shall address all deficiencies identified in a District's audit
to the satisfaction of the SWMP. Districts failing to adequately address deficiencies
identified'in the audit may have funds withheld or may be required to repay any and all
disbursements of funds in accordance with 10 CSR 80-9.050(9) Withholding of District
Funds, o : :

‘ For questioned costs that the SWMP determines to be inappropriate or unnecessary, the

District shall repay the SWMP or the SWMP shall withhold from the District's allocation
the amount of the cost.

The SWMP may withhold ‘t').r reduce district grant awards until the District is in compliance
with the audit requirements, and has resolved significant audit findings and questioned
costs. . :

The basic fihéncial statements and reqUired suppleméntary information shall be audited

and provide, at a minimum, for all fund types and account groups in accordance with

generally accepted government auditing standards and include the following:

I.  An Independent Auditor's Report on the Financial Statements and Schedule of
Receipts and Expenditures of State Awards.
ii.  Management's Discussion and Analysis (MDA) providing an analytical overview
of the district's financial activities. ‘
iii. Basic Financial Statements
1) With statements identifying, at a minimum, the following accounts:
a) Assets: cash, investments, receivables, fixed assets.
b) Liabilities: accounts payable, deferred grant revenue, deferred
. Interest revenue. .
c) NetAssets
d) Revenues: grantrevenue, program income, interest revenue, and
other revenue. : ‘
2) With the following minimum statements:
- a) Statement of Net Assets ‘
b) Statement of Activities
¢) Fund Financial Statements.
_ 3) Notes to the Financial Statements v
iv. ~ Schedule of Receipts and Expenditures of State Awards
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1) The schedule for each subgrant including district operations shall
include, at a minimum, subgrant period; subgrant project number,
subgrantee name; subgrant award amount; prior period subgrant funds
expended; current period subgrant amount expended; program income
earned and expended, as applicable; interest income earned and
expended, as applicable; subgrant amount remaining available, program
income amount remaining available; and unobligated amount by source
as identified by the District's Executive Board. :

2) Notes to the Schedule of Receipts and Expenditures of State Awards

v.  Report on Internal Controls over Financial Reporting and on Compliance and
Other Matters Based on an Audit of Financial Statements Performed in
Accordance with Government Auditing Standards, issued by the Comptroller
General of the United States. C :

vi.  Schedule of Findings and Questioned Costs, if applicable.

vii.  Corrective Action Plan, if applicable. '

* vill. _ Summary Schedule of Prior Audit Findings and Questioned Costs.

6. Performance Reports:

a. The SWMP pursuant to 260.335.5 RSMo may require the District Grantee or Subgrantee
" to submit periodic reports and such other data as are necessary, both during the grant or

subgrant period and up to five years thereafter to ensure the Grantee or Subgrantee
complies with the specific goals and implementation dates contained in their grant or
subgrant application and that grantees or subgrantees shall be contractually obligated to

fulfill same. :

The District Grantee or Subgrantee shall file quarterly program status reports during the
grant or subgrant period including waste material diversion tonnage information, as

established in the grant or subgrant application.

The District Grantee or Subgrantee acquiring equipment from district grant funds shall
thereafter provide an annual waste material diversion tonnage report for a period of up to
four years after the expiration of the grant period, but no longer than a five year period in
total. The annual waste material diversion tonnage report shall be due to the district from
the grantee or subgrantee by September 30 of each year. The district shall be
responsible for submitting all such annual waste material diversion tonnage reports for
the applicable district to the SWMP along with the district's annual report.

K. Performance Audits and Other Examinations or Reviews

The SWMP or its designees have the right to conduct audits, examinétions or reviews of the

District or District Subgrantees at any time.

1.

Audits or examinations must confirm that records accurately reflect the operations of the
District: the internal control structure provides reasonable assurance that assets are

safeguarded, and the District or District Subgrantee is in compliance with applicable laws and

reg_ulations.

A District or a District Subgrantee receiving SWMF which are audited shall address all

deficiencies identified in the audit to the satisfaction of the SWMP and/or the District.

The District's Executive Board shall address all deficiencies identified in a District's audit to
the satisfaction of the SWMP. Districts failing to adequately address deficiencies identified in
the audit may have funds withheld or may be required to repay any and all disbursements of

funds in accordance with 10 CSR 80-9.050(9) Withholding of District Funds.
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4. For questioned costs that the SWMP determines to be inappropriate or unnecessary, the
District shall repay the SWMP or the SWMP shall withhold from the District's allocation the
amount of the cost, - : : a

5. The SWMP may withhold or reduce district grant awards until the District is in compliance
with the audit requirements and has resolved significant audit findings and questioned costs.

L. Budget and Scope of Work Revisions

The District and District Subgrantees are permitted to rebudget within the approved direct cost

. budget to meet unanticipated requirements. However, the District and District Subgrantees must

request approval in writing to revise t_)udgets and scopes.of work under the following conditions:

1. For non-construction projects, the District and District Subgrantees shall obtain the prior
approval of the SWMP, unless waived in writing by the SWMP, for cumulative transfers
among direct cost categories, or, if applicable, among ‘separately budgeted programs,

" projects, functions, or activities when the accumulative amounts of such transfers exceed or
are expected to exceed 10% of the current total approved budget which includes current year
grant award amount, carryover amount, and interest income amount, whenever the SWMP'’s
‘share exceeds $100,000. .

2. For construction and non-construction projects, the District and District Subgrantees shall
obtain prior written approval from the-SWMP for any budget revision which would result in the
need for additional SWMF monies.

3. For combined non-construction and. construction project,s; the Distriét and District Subgrantee
must obtain prior written approval from the SWMP before making any fund or budget transfer
from a non-construction project to a construction project or vice versa.

'4. The District or District Subgrantee under non-construction projects must obtain prior written

approval from the SWMP whenever contracting out, subgranting or otherwise obtaining a
third party to perform activities, which are central to the purpose of the award.

5. Changes to the scope of services described: in the application and FAA must receive prior
approval from the District or SWMP, as applicable. Approved changes in the scope of work
or budget shall be incorporated by written amendment to the FAA with copies immediately
provided to SWMP upon the obtaining of the District and District Subgrantee’s official

- signatures. . s ;

6.. To extend the subgrant past the original completioh date; see section B., above.

- Equipment

Equipment is defined in Section Il below. The District and District Subgrantee agree that any
equipment purchased. pursuant to this agreement shall be used for the performance of services
under the FAA during the: term of the FAA.- Notwithstanding anything to the contrary contained in
this agreement, the equipment shall not be removed from the State of Missouri without the written
approval of the SWMP. '

'l;he‘f‘ollowing standardé shall govern the utiliiation and disposition of equipment acquired with

. District or District Subgrantee funds:

1.' Titlé to equ‘ipment acquired under agrant or subgfént will vest with either fhe District or
District Subgrantee upon acquisition. R
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Equipment shall be used by the District or District Subgrantee in the program or project
for which it was acquired as long as needed, whether or not the project or program
continues to be supported by SWMF. When no longer needed for the original program or
project, the equipment may be used in other activities currently or previously supported

by the SWMP or MDNR.

b. The District or District Subgrantee shall not transfer, sell, or Ipledge any assets including
equipment purchased using SWMF monies during the term of the grant and for four years
thereafter without first obtaining the prior written consent of the SWMP.

The Districf or District Subgrantee shall not sell, give away, relocate, or abandon the
assets including equipment without the SWMP's prior written approval. )

d. The District or District Subgrantee shall also make equipment available for use on other
projects or programs currently or previously supported by the SWMP or other MDNR
programs, if such use will not interfere with the work on the projects or program for which
it was originally acquired. First preference for other use shall be given to other programs
or projects supported by the SWMP or MDNR. User fees should be considered, if
appropriate. This fee may be considered program income. See Section F, above.

The District or District Subgrantee must not use equipment acquired with SWMF to
provide services for a fee to compete unfairly with private companies that provide
equivalent services, unless specifically allowed by state law. '

f  When acquiring replacement equipment, the District or District Subgrantee 'm.ayv use the
equipment to be replaced as a trade-in or sell the equipment and use the proceeds to
offset the cost of the replacement equipment, subject to the prior written approval of the

SWMP or District. '

The District or District's Subgrantee hereby agrees that any equipment purchased
pursuant to this agreement shall be used for the performance of services under this
agreement during the term of this agreement, and for four years thereafter. The District
or District’'s Subgrantees shall annually submit a statement as provided by the District
certifying that the use(s) of said equipment is for project activities. Use(s) of said
equipment for activities not related to the performance of services of this agreement must

be reported in quarterly reports required by this agreement.

Equipment Management. The District's and District Subgrantee'’s procedures for managing
equipment (i.e., including replacement equipment), whether acquired in whole or in part with
subgrant funds, will, at a minimum, meet the following requirements until disposition takes

place:

a. Equipment records must be maintained that include a description of the equipment, a
serial number or other identification number, the source of the equipment, who holds the
itle, the acquisition date, cost of the equipment, percentage of state participation in the
cost of the equipment, and the location, use and condition of the equipment, and any
ultimate disposition data including date of disposal, and sale price of the equipment.

b. A physical inventory of the equipment must be taken and the results reconciled with the

~ equipment records at least once every two years. Lo -

A control system must be developed to ensure adequate safeguards to prevent against
loss, damage, or theft of the equipment. Any loss, damage, or theft shall be reported to

and investigated by local authorities.
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d. The control system shall include permanent tagging of equipment to identify the
equipment as belonging to the District or being funded by district grant funds.

e. .. For all equipment purchased, in whole or in part, with SWMF, the District or District
Subgrantee shall procure and maintain insurance covering loss or damage to equipment
purchased with a District or District Subgrantee award, with a financially sound and
reputable insurer in such amounts and covering such risks as are usually carried by

similarly situated companies engaged in the same or similar business. Alternatively, the
Subgrantee may provide documentation of self-insurance to cover the amount of the
equipment purchased. - .. . ' -

: f. . The District and District S,ubgranteé must utilizeiadequate maintenance procedures to
- keep the equipment in good condition. - .

. g. -Ifthe Diétrict or" District Subgrantee is authorized or required to sell the equipment, proper
sales procedures must be established to ensure the highest possible return.

3. Security Interest in Equipment,

a.  The District hereby grants to the SWMP, its successors and assigns a security interest in
all equipment purchased by the District for five thousand dollars or more, in whole or in
part, with SWMF monies.

Vi.

The District hereby agrees to apply the funding provided for equipment to the
purchase of the equipment specified in the FAA as negotiated with the SWMP.
The security interest in equipment.owned by the District shall be equivalent to the
amount.of funding. provided by SWMP for the purchase of the equipment. Unless
the SWMP notifies the District in writing of a material breach of the FAA or any
documents incorporated herewith, the security interest of SWMP shall decrease
at a rate.of 20% of the provided funding per year, beginning one year from the
purchase date shown on the equipment invoice.

The District hereby covenants that it will not transfer, sell, or pledge the SWMP'’s
security interest in the equipment as collateral.for any indebtedness without first

_obtaining the prior written consent of the SWMP. When the security interest is

fully depreciated, the SWIMP will, on written demand by the District, send the
District a termination statement that the SWMP no longer claims a security
interest in the financing statement (identified by file number).

If the equipment owned by the District is purchased with SWMF monies and is
required to be titled through the Missouri Department of Revenue (MDOR), the
SWMP must be listed as a lien holder on said title. The District must provide the
SWMP a clear title to be held until the security interest (lien) has been fully
depreciated. . In the case of more than one lien holder, the District must provide
the SWMP with documentation that the SWMP is listed as a lien holder on the
title.

_ If the equipment owned by the District is purchased with SWMP monies and is

not required to be titled through MDOR, the District must provide the SWMP with
documentation that the SWMP is listed as a lien holder on the certificate of title,
UCC-1 form, or other security instrument. ' :

Itis the responsibility of the District to obtain the proper forms and meet all
requirements regarding the use of such forms. This documentation must be

. obtained within 30 days of purchase. =

b. The District Subgrantee hereby grants to the District, its sﬁccessors, and assigns a
security interest in all equipment purchased by the District Subgrantee for five thousand
dollars or more, in whole or in part, with. SWMF monies.
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* equipment to the purchase of the equipmen

-writing of a material breach o

* District no longer claims a security interest in the financin

The District Subgrantee hereby agrees to apply the funding provided for
t specified in the FAA as negotiated

with the District.

The security interest in equipment owned by the District Subgrantee shall be

- equivalent to the amount of funding provided by the District for the purchase of

WMP or District notifies the District Subgrantee in

f the FAA or any documents incorporated herewith,
the security interest of the District may decrease at a rate of 20% per year,
beginning one year from the purchase date shown on the equipment invoice.
The District Subgrantee hereby covenants that it will not transfer, sell, or pledge
the District's security interest in the equipment as collateral for any indebtedness
without first obtaining the prior written consent of the District. When the security
interest is fully depreciated, the District will, on written demand by the District

Subgrantee, send the District Subgrantee a termination statement that the
g statement (identified

the equipment. Unless the S

by file number). - - S
If the equipment owned by the District Subgrantee is purchased with SWMF

monies and is required to be titled through the MDOR, the District must be listed
as a lien holder on said title. The District's Subgrantee must provide the District
a clear title to be held until the security interest (lien)-has been fully depreciated.

" In the case of more than one lieh holder, the District's Subgrantee must provide

the District with documentation that the District is listed as a lien holder on the
titte. - Co . L S :

If the equipment owned by the District Subgrantee is purchased with SWMF
monies and is not required to be titled through MDOR, the District's Subgrantee
must provide the District with documentation that the District is listed as a lien
holder on the certificaté of title; UCC-1 form, or other security instrument. ,
it is the responsibility of the District's Subgranteé to obtain the proper forms and

" meet all requirements regarding the use of such forms. This documentation must

be obtained within 30 days of purchase. "~

When original or replacement equipment acduired by the District or District's Subgrantee with

SWMF monies is no longer needed for the original project or program or for other activities

follows:

a. Items of equipment with a current per-

~ currently or previously SUpponed by the MDNR, the equipment shalt be disposed of as

unit fair market value of less than five thousand

 dollars may be retained; sold or otherwise disposed of with no further obligation to the
" SWMP or the District. :

b. For items of equipment with a current per unit fair mar!<et value of five thousand dollars or

more:

When the equipment is District owned, the SWMP shall have a right to an
amount calculated by multiplying the current market value or proceeds from sale
by the SWMP's remaining interest in the equipment as established in M.3.a.ii of
this agreement. " : o ' '

When the equipment is owned by a District Subgrantee, the District shall have a

right to an amount calculated by multiplying the current market value or proceeds

from sale by the District's remaining interest in the equipment as established in

- M.3.b.ii of this agreement.

c. When appropriate disposition actions are not taken by the equipment owner:

For District owned equipment, the SWMP may direct the District on how to
dispose of the equipment.
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ii.  For District Subgrantee owned equipment, the District may direct the District
Subgrantee on how to dispose of the equipment..

If the equipment‘owher is put on notice by either the SWMP or the District that grant

assets are not being used for the intended purpose, then: -

i.  For District owned equipment, the District shall not sell, give away, move,
relocate, abandon or dispose of the asset without the SWMP's prior written
approval. o : . . :

ii.  For District Subgrantee owned equipment, the District's Subgrantee shall not sell,
give away, move, relocate, abandon or dispose of the asset without the District's
prior written approval. .

.N. Buildings or Site Improvements

Buildings or site improvements is defined in Section IIi below. The District or District Subgrantee
agrees that any buildings or site improvements purchased pursuant to this. agreement shall be
used for the performance of services under the FAA during the term of the FAA. Notwithstanding
anything to the contrary contained in this agreement, the buildings or site improvements shall not
be removed from the State of Missouri without the written approval of the SWMP.

The following standards shall govern the utilization and disposition of buildings or site
improvements acquired with district funds: . :

1. __T_iﬂe to bulldings or Site ‘,improvements acquired under a grant will vest with either the District
or District Subgrantee upon acquisition.

a.

The funding provided for buildings or site improVements Specified in the FAA as
negotiated with the SWMP or District shall be used for acquisition of the buildings or site
improvements.

The District or District Subgrantee shall not transfer, sell, or pledge any assets including

~ buildings or site improvements purchased using SWMF monies during the term of the

grant and for four years thereafter without first obtaining the prior written consent of the

~ District and SWMP.

The District or District Subgrantee shall not sell, give away, relocate, or abandon the
assets including buildings or site improvements without the District and SWMP's prior

‘written approval. .

The District or Districtg,Subgrantee mdst not use the buildiﬂngs orsite improvements
acquired with SWMF to unfairly compete with-private companies that provide equivalent
services, unless specifically permitted or contemplated by state law.

Buildings or site improvements constructed or purchased pursuant to this agreement
shall be used for the performance of services under this agreement during the term of the
FAA, and for four years thereafter. Annually a statement must be submitted to the
District certifying that the use of said buildings or site improvements is for project

' activities. . The District shall provide and use a form for such statement.

2. Buildings or Site lmproil,ements Mahagemeht; The District's or SUbgrantee's procedures for
managing buildings or site improvements whether acquired in whole or in part with subgrant
funds, will, at a minimum, meet the following requirements until disposition takes place:.
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a. Acontrol sYstem must be developed to en
loss, damage, or theft of the buildings or si

sure adequate safeguards to prevent against
te improvements. Any loss, damage, or theft

shall be reported to and investigated by local authorities.

b. For all buildings or
District or District S

site improvements purchased, in whole or in part, with SWMF, the
ubgrantee shall procure and maintain insurance coverirg loss or.

damage fo bujldings or site improvements, with a financially sound and reputable insurer
“ in such amounts and covering such risks as are usually carried by similarly situated

companies engaged in the same or similar business.

3. Security Interest in Buildings or Site Improvements. |

a. When buildings or site improvements are acquired with SWMF monies under this
agreement, the follewing conditions apply or equivalent conditions are required to be set
by the District and certified as appropriate by the District's legal counsel: _

b. The District shall grant to the SWMP, its successors, and as’éigns a security interest or

lien in all buildings or site improvements purchased or constructed

for five thousand

dollars or more, in whole or in part, with SWMF monies.

For such buildings or site improvements to be owned by the District, the SWMP
must bé granted a securlty interest or lien and be listed as the lien holder. The
District shall complete a deed of trust or certificate of title, whichever applies, and
return a copy of such document along with the FAA packet to the SWMP.

The security interest or lien shall be equivalent to the amount of funding provided

by the SWMP.
The District hereby covenants that it will not transfer, sell or pledge the SWMP's

security interest in the buildings or site improvements as collateral for any

- indebtedness whatsoever without first obtaining the prior written consent of the

vi.

SWMP. :
If the District is granting the security interest to the SWMP, the District must

provide a copy of the documentation to the SWMP showing that the SWMP is
listed as a lien holder on the certificate of title, the deed of trust, or other security
instrument, - ' S

Unless the SWIMP notifies the District in writing of a material breach of the FAA
or any documents incorporated herewith, the security interest of the SWMP shall
decrease at a rate of 20% per annum, beginning one year from the date the

financing statement is-fully executed. -
When the security interest is fully depreciated, the SWMP will, on written demand

by the District, send the District a termination statement that a security interest in
the financing statement is no longer claimed.

¢. The District Subgrantee hereby grants to the Dis_irict, its successors, and assigns a

security interest or lien in all buildings or site improvemen
the District Subgrantee for five thousand d

monies.

ts purchased or constructed by
ollars or more, in whole or in part, with SWMF

“ For such buildings or site improvements to be owned by the District Subgrantee,

the District must be granted a security interest or lien and be listed as the lien
holder. The District Subgrantee shall complete a deed of trust or certificate of
title, whichever applies, and return a copy of such document along with the FAA

packet to the District.

The security interest or lien shall
by the District.

The District Subgrantee
the District's security interest in the buildings or si

be equivalent to the amount of funding provided

hereby covenants that it will not transfer, sell or pledge
te improvements as collateral
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for any indebtedness whatsoever without first obtaining the prior written consent
of the District. i _

iv.  Ifthe District Subgrantee is granting the security interest to the District, the
District Subgrantee must provide the District a copy of the documentation
showing that the District is listed as a lien holder on the certificate of title, the

- deed of trust, or other security instrument. :

V. Unless the SWMP or the District notifies the District Subgranteée in writing of a
material breach of the FAA or any documents incorporated herewith, the security
interest of the District may decrease at a rate of 20% per annum, beginning one

- year from-the date the financing statement is fully executed. -

vi.  When the security interest is fully depreciated, the secured party will, on written
demand by the debtor, send the debtor a termination statement that a security
interest in the financing statement is no longer claimed.

4, When a building or site improvement acquired by the District or District Subgrantee is no
longer needed for the original project or program or for other activities currently or previously
supported by the MDNR, the building or site improvement shall be disposed of as follows:

a.

Buildings or site improvements with a current fair market value of less than five thousand
dollars may be retained, sold or otherwise disposed of with no further obligation to the
SWMP or the district. ’

For a building or site improvement with a current fair market value of five thousand
dollars or more: ' o

i.  When a building or site improvement is District owned, the SWMP shall have a
right to an amount calculated by multiplying the current market value or proceeds
from the sale by the SWMP's remaining interest in the building or site
improvement as established in N.3.b.v. of this agreement.

_ 1. When the building or a site improvement is owned by a District Subgrantee, the
District shall have a right to an amount calculated by muitiplying the current
market value or. proceeds from sale by the District's remaining interest in the
building or a site improvement as established in N.3.c.v. of this agreement.

When appropriate disposition actions fail to be taken by the buildihg or site improvement
owner.; o ) ' '

i.  For District owned buildings or site improvements, the SWMP may direct the
District on how to dispose of the building or site improvement.

il.  For District Subgrantee owned buildings or site improvements, the District may
direct the District Subgrantee on how to dispose of the buildings or site
improvements. ' ‘

If the building or site improvement owner is put on notice by either the SWMP or the
District that grant assets are not being used for the intended purpose, then:

i. ~~'For District owried buildings or site improvements, the District shall not sell, give

- away, move, relocate, abandon or dispose of the asset without the SWMP’s prior

- written approval. c cot ' .

ii. For District Subgrantee owned buildings or site improvements, the District's
Subgrantee shall not sell, give away, move, relocate, abandon, or dispose of the
-asset without the District's prior written approval.
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O. Public Access and Transparency. : ' (

1. Districts shall be "phblic governmental bodies” as that term is defined in Chapter 610 RSMo, -
commonly known and referred to as the Missouri Sunshine Law. Consequently, Districts shall
maintain records, conduct meetings, and provide access as required in that Chapter.

2. The District shall either have a principal designated office with established office hours or
provide all District records including postings of meeting and other public notices required
open under Chapter 610 RSMo through an Internet website. Principal designated offices of
‘districts in order to be open to the public must be located in commercial, governmental or
stand-alone buildings not used as a residence as defined herein.

P. Travel.

Travel will be conducted according to th_é, District’s written travel policy and procedures with the
following additional limitations imposed by the SWMP which are based on Internal Revenue

Service guidelines:

1. Travel expensés are limited tb actual expénéés that are reasonable and hecessary as
determined by the Department The method of travel shall be that which is most economical

and advantageous tfo the grant or subgrant funds.

2. Out-of-state travel must be approved in advance of travel by the SWMP. The District or
District Subgrantee. must provide a written justification for such travel, which shall include the
purpose of the trip and how it relates to the scope of the project. The District or District '
Subgrantee shall not incur out-of-state trave!l expenses on project business until receiving
written approval by the SWMP. . Out-of-state travel requests may be included as part of the
annual District Operations or Subgrant approval process or separately as the need for travel
arises after original approval of District Operations or the Subgrant.

Travel By personal vehiclé ihsfead of a_ir.tréveI,J shall be limited to the District or District
“Subgrantee’s established mileage allowance as stated in their written travel policy (not to
exceed the state rate) plus any actual expenses that would have been allowed or

provided if taking air transportation. .
b. Iftraveling by air, the total allowable costs cannot exceed the reasonable coach fare

available at the time to the same destination. .
No meals, additional lodging, or incidentals will be reimbursed for personal extended

stays while traveling. - . .
d. Reimbursement for out-of-state travel by train or bus shall not exceed the actual cost of

the train or bus fare, plus any actual expenses that would have been allowed or provided
if taking air transportation.

a.

2. Meal costs shall be allowed during project-related travel, in-state or out-of state, provided that
there are at least twelve consecutive hours of travel involved. The District or District ,
Subgrantee will indicate on the fravel expense voucher “twelve hour status” and provide time
records as back up documentation. Twelve-hour travel status includes the allowable breaks
for meals in the District’s or District Subgrantee’s travel policy. A definition of eligible meals is
provided in Section Ill. When in twelve-hour travel status, an eligible meal is as defined in

- SectionIll. -~ -, ,

3. Reimbursement shall be providé;d- for reasonable meal and hotel expenses as specified in the
State of Missouri Travel Regulations or the District's or District Subgrantee’s Travel policy,
whichever is less. The website link provided herein may be utilized as reference for State of

Missouri Per Diem Rates http://oa.mo.gov/travel/.

N
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Q. Foog.

1. Food purchases for events, meetings, etc. must be approved in advance by the SWMP. The
© events must fit the scope of work and provide a benefit o the success of the subgrant project.
The District or District Subgrantee shall not make food purchases until receiving written
approval by the SWMP. Food purchase requests may be included as part of the annual
District Operations or Subgrant approval process or separately as the need for such
‘purchases occur. : e

a. The SWMP shall allow Districts'and District Subgrantees to provide food in conjunction
with official District or District Subgrantee business and district grant or subgrant
sponsored activities within parameters outlined below. '

b. As used in this section, “official business” includes council, advisory council, and board
meetings, and similar functions when they are conducted as part of the District or District
* Subgrantee’s scope of work. oL te :

. As used in this section, “other agency sponsored activities” include board meetings,
workshops, and other specific subgrant related activities. Costs associated with such
events are allowable to the extent the primary purpose is the dissemination of technical
information. ; : . :

2. Districts and District Subgrantees are to be accountable for their decisions to provide food at
official or sponsored functions within the limits of this section. Districts and District
Subgrantees are expected to establish sufficient controls to ensure agency-provided food
expenses are incurred only when appropriate and in compliance with this section and with

- writter approval from the SWMP granted prior to the event at which food is to be served.

3. Food at Official Business Functions

a. ‘The District or District Subgrantee may provide food to serve during official District and
District Subgrantee business functions when it is determined that providing food or
beverage service will promote the efficient conduct of a specific project activity (e.g.,
workshops, cleanup events or collection events) and such purchases have been
approved by SWMP in writing prior to the event at which food or beverages are to be
served. Under no circumstances, however, will alcoholic beverages be a permitted or
allowable cost. i ' ' SRR

b.. During meeting breaks, light snacks and beverages may be provided. Costs for snacks
and beverages should be at a nominal charge per person. ‘

‘¢ Lunch or dinner may be provided if there is a substantial reason for doing so that
directly and demonstrably creates a benefit to the scope of the District or District
Subgrantee’s work, and if the cost of which is reasonable and necessary as determined
by the SWMP.

d.- Official business functions does not include those where the only indviduals in attendance

- are employees of the District or District Subgrantee. Food shall not be allowed for the
District's or District Subgrantee’s general staff meetings or other similar functions that
only relate to day-to-day operations. ‘

e. Lunch expenses shall not automatically be allowed when incurred in conhjunction with a
- District or District Subgrantee's related meeting. Typically lunch expenses will only be
allowed when a meeting extends through the typical lunch periods or an all-day meeting,
training, etc: : ‘ ’ .
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4, Food at Other Agency Sponsored Activities

a Districts or District Subgrantees may purchase light refreshments in conjunction with
board or council meetings, advisory committee meetings, sponsored workshops,
sponsored conference, or like activity. Costs for such events should be ata nominal

charge per person and be prior approved by SWMP.

b. Lunchor dlnner may be provided for similar events |f there |s a substantlal reason for
doing so which demonstrates a benefit to the District or District Suhgrantee s scope of

- work, be at a reasonable cost and be prior approved by SWMP. ..

5. Meals Provided to Public Officials

Expenditures made for food for public officials, except those meals that are given to a public
official or employee when such person is acting in his or her official capacity with the District,
or District Subgrantee should be reported to the Missouri Ethics Commission as lobbying

expenses as provided in 105.470-473 RSMo.

R. Supplies

S.

T.

1. Title to supplres acqmred under a subgrant WI|| vest, upon acqursmon in the District or the
District's Subgrantee.

2. Ifthere is a residual inventory of unused supplies exceeding five thousand dollars in tofal
aggregate fair market value upon termination.or completion of the grant or subgrant award,
and if the supplies are not needed for any other SWMP sponsored programs or projects, then
the District or District Subgrantee shall compensate the SWMP or District for its share.

Promotional ltems

Unallowable advertising and public relations costs include the costs of promotional items and
memorabilia including niodels, gifts, and souvenirs. _

1. * Costs considered inellgible for district grant funding include the costs of gifts as provided in
- 10 CSR 80-9.050(2)(D)2. , .

2. Nominaily priced educationai ltems containing recycled materials are ailowable but shall not
exceed 10% of the total subgrant project budget. These educational items shail be directly
related to a measureable subgrant project outcome. ' The educational items may promote
the project or overall reduce/reuse/recycle goals: The educational item shall be necessary
to accomplish the purpose of the subgrant and shall have a direct effect on the success of

the proiect

Invention and Patents

1. If any District or District Subgrantee produces subject matter, Wthh is or may be patentable
in the course of work sponsored by the Subgrantee the District or District Subgrantee shall
promptly and fully disclose such subject matter in writing to the SWMP and District.

2. In the event that the District or District 'Sdhgrantee fails or declinee to file Letters of Patent or
to recognize patentable subject matter, the SWMP reserves the right to file the same.

-3. ' The SWMP grants to the District or District SUbgrantee the opportunity to acquire an
exclusive license, including the right to sublicense, with a royalty consideration paid to the
SWMP. Payment of royalties by the District or District Subgrantee to the SWMP will be

addressed in a separate royalty agreement.
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U. Copyrights -

1. Except as otherwise provided in the terms and conditions of this subgrant, the author, the .
- District or District's Subgrantee s free to copyright any books, publications, or other
copyrightable material developed in the course of this subgrant. -
2. The SWMP and District reserve a royalty-free, nonexclusive and irrevocable right to
reproduce, publish, or otherwise use, and to authorize others to use, with the approval of the
SWMP, the work for the District of SWMP purposes.

V. Prior Approval for Publications

1. The District or District's Subgrantee shall submit to the SWMP and the District two draft copies
of each publication and other printed materials which are intended for distribution and are
financed, wholly or in part, by SWMF monies.

2. The District or District Subgrantee shall not print or distribute any publication until receiving
written approval by the SWMP. '

W. Mandatory Disclosures

 District and District Subgrantees receiving grant funding from the SWMF shall identify the MDNR
as a funding source on all equipment, buildings, site improvements, publications and other printed
Materials which are intended for distribution and paid for, in whole or in part, with Solid Waste
Management Funds. : ' :

1. Identification shéll include the MDNR's logo with the full “Missouri Department of Natural
Resources” name. - L ‘ '
2. This requirement applies to publicatibns, neWsréleases,‘ videos, displays, signs, and all other
projects from which information may be obtained by reading, watching, hearing, or simply
' seeing the material.

3. Camera ready copies of the MDNR logo will be provided to any District requesting the copies
by the SWMP. The Districts will provide logos to District Subgrantees requesting copies of
- the logos. o

4. For other projects, such as audiocassette tapes and news releases, the SWMP shall be
identified -audibfy by including its full name. Guidelines pertaining to placement of logos along
with the "Missouri Department of Natural Resources” name and audible identification of the
“Missouri Department of Natural Resources” can be obtained from the SWMP.

X. Procurement Standards

District or District Subgrantees shall use their own procurement procedures provided that

procurement conforms to standards set forth in the “Uniform Administrative Requirements For

Grants and Cooperative Agreements to State and Local Governments”, “Uniform Administrative

Requirements for Grants and Agreement with Institutions of Higher Education, Hospitals, or Other
. Non-Profit Organizations”, or 34.040, RSMo, “Sfate Purchasing and Printing”, as applicable.

1. Within eighteen months after the October 30, 2007 effective date of 10 CSR 80-9.050 which
date is April 30, 2009, the District's Executive Board shall use a competitive bid process to
obtain administrative services, office space rental, and other district operations services,
except for employees who are directly employed by the District. Contracts shall not exceed

five (5) years in duration. -
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2. No work or services, paid for wholly or in part with state funds, will be contracted without the (
written consent of the SWMP

3. The. Dlstnct and/or District Subgrantee agree that any contract, lnteragency agreement, or
equrpment to be procured under this award which was not included in the approved workplan
must receive formal District and SWMP approval prior to expenditure of funds associated with
that contract, mteragency agreement, or equrpment purchase

Y Employment

1. Pursuant to 285.530 (1), RSMo as a condition for the award of any grant, subgrant, contract,
or subcontract in excess of five thousand dollars, no grantee, subgrantee, contractor, or
subcontractor shall knowingly.employ, hire for employment, or continue to employ an
unauthorized alien to perform work within the state of Missouri.

) : - 3

2. The grantee, subgrantee, contractor, or subcontractor shall only utilize personnel authorized
to work in the United States in accordance with applicable federal and state laws. This

includes but is not limited to the lllegal Immigration Reform and Immigrant Responsibility Act

(IRIRA) and INA Section 274A.

3. Pursuant to section 285.530, RSMo, if the grantee, subgrantee, contractor, or subcontractor
meets the section 285.525, RSMo definition of a “business entity” included in Attachment 2,
the grantee, subgrantee, contractor, or subcontractor must affirm the entity's enroliment and
. participation in the E-Verify federal work authorization program with respect to-the employees
hired after enroliment in the program who are proposed to work in connéction with the
services requested herein. The grantee, subgrantee, contractor, or subcontractor shall
complete applicable portions of Attachment 2, Business Entity Certification, Enroliment -
Documentation, and Affidavit of Work Authorization or Affidavit of Work Authorization Annual Q
Renewal Document. The applicable portions of Attachment 2 must be completed notanzed

and submltted pnor to award of a grant or a contract.

‘4. If the grantee, subgrantee, contractor, or subcontractor is found to be in violation of this
requirement or the applicable state, federal, and local laws and regulations, and if the
Department has reasonable cause to believe that the grantee, subgrantee, contractor, or
subcontractor has knowingly employed individuals who are not eligible to work in the United
States, the Department shall have the right to cancel the grant or contract immediately
without penalty or recourse and suspend or debar the grantee, subgrantee, contractor, or
subcontractor from doing business with the Department or State of Missouri. The
Department may also withhold up to twenty—flve percent of the total amount due to the

grantee

5. The grantee, subgrantee, contractor, or subcontractor shall agree to fully cooperate with any
audit or investigation from federal, state, or local law enforcement agencies.

Z. Conflicts of Interest

No party to this subgrant, nor any officer, agent, or employee of either party to thte subgrant,
shall participate in any decision related to such subgrant which could result in a real or apparent
* conflict of interest, including any decision which could affect their personal or pecuniary interest,

directly or mdlrectly

1. The Dlstnct's Executlve Board shall adopt a conflict of interest policy regarding subgrants to
District Subgrantees. The policy shall include a requirement that any non-governmental
member of the District's Executive Board, or the business or institution to which a member is (
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. affiliated, who applies for District Subgrants shall not review, score, rank, or approve any of
( the subgrantees applications in the same grant call. ‘

2. The District or District Subgrantee is advised that no state employee or former state
employee, as defined in Chapter 105, RSMo, shall perform any service for. consideratjon paid

+ » by the District or District Subgrantee for one year after termination of the employee’s state
employment by which the former state employee attempts to influence a decision of a state
agency. A state employee who leaves state employment is permanently banned from
performing any service for. consideration for any person, firm.or corporation after termination

- of his or her office or employment in relation to any case, decision, praceeding or application

with respect to which he or she was directly concerned or-in which he or she personally
participated during the period of his or her service or employment with the state,

- AA. State Appropriated Funding

1. The District and District Subgrantee agree that funds expended for the purposes of this
subgrant must be appropriated and made available by the Missouri General Assembly for
each fiscal year included within the subgrant period, as well as being awarded by the state
agency supporting the project. Therefore, the subgrant shall automatically terminate without
penalty or termination costs if such funds are not appropriated and/or granted.

"2. In the event that funds are not appropriated and/or granted for the subgrant, the District or
+ District Subgrantee shall not prohibit or otherwise limit the SWMP's right to pursue alternative
'solutions and remedies as deemed necessary for the conduct of state government affairs.
The requirements stated in this paragraph shall apply to any amendment or the execution of
any option to extend the subgrant. ; ‘ : o

< . AB. Eligibility, Debarment and Suspension

By applying for this award, the District or District Subgrantee verifies that it, its board of directors,
and all of its principles are currently in compliance with all state and federal environmental laws
including those referenced below and court orders issued pursuant to those laws, and that all
environmental violations have been resolved. (for example, no pending or unresolved Notices of
Violation (NOV) at the time of application).

1. if compliance issues exist, the District or District Subgrantee shall disclose to the District and
SWMP ali pending or unresolved violations noted in an NOV, administrative order, or civil and
criminal lawsuit, but only where those alleged violations occurred in the past two years in the
State of Missouri. ‘ : .

2. ' The SWMP will not make any award at any time to-any party which is debarred or

- suspended, under federal or state authority, or is otherwise excluded from or ineligible for
participation in federal assistance under Federal Executive Order 12549, “Debarment and
Suspension.” - : ‘ -

3. The District or District Subgrantee shall complete a Debarment/Suspension form when
required by the SWMP. Furthermore, the District or District Subgrantee is also responsible
for written debarment/suspension certification of all subcontractors receiving funding through
a state funded grant.

| AC. Restriction on Lobbyihg Costs |

Lobbyists as defined in section 105.470, RSMo, and related costs are ineligible for district grant
funds, .

e
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AD. Recycled Paper

The District or District Subgrantee receiving SWMF is required to use recycled paper consrstmg
of at least 30% post consumer waste for all reports,and materials which are prepared as part of
this grant award and delivered to the Drstrrct or SWMP or otherwrse drstrrbuted as part of this -

subgrant
1. If paper containing 30% post consumer materral is not reasonably available, does not meet

" reasonable performance requirements, or is available at an unreasonable price, then the
District or District Subgrantee shall use paper contarnlng no less than 20% post consumer

material.

2. The chasing arrows symbol representing the recycled content of the paper will be clearly
displayed on at least one page of any materrals prowded to any and aII pames other than the
SWMP

3. -This requrrement applies even |f the cost of recycled paper IS hrgher than that of virgin paper.

AE, Contracting with Small and Mlnorrty Firms, Women s Busrness Enterprise, and Labor Surplus
Area Flrms '

in order for the SWMP to meet the provrsuons of Executive Order 05-30, |t is desired the District
and District Subgrantees secure participation of certified MBEs and WBEs in providing the
products and/or services obtained with district grant funds. The targets of participation
recommended by the State of Missouri are 10% MBE and 5% WBE of the total dollar value of

the products and/or services obtained.

The District or District Subgrantee agrees to take all necessary affirmative steps required to
assure that small and minority firms, women's business enterprises and labor surplus area firms
are used when possible as sources when procuring supplies,.equipment, construction, and
‘services related to the subgrant. The District and District Subgrantee agrees to include
information about these- requirements in solicitation docu’ments Affirmative steps shall include:

1. Placing qualified small and minority business and women'’s busrness enterpnses on
solrcrtation lists, :

2. 'Ensuring that small and minority and women S busrness enterpnses are sollmted whenever
they are potential sources; .

3. Dividing total requirements; when economically feasible, into small tasks or quantities to
permit‘ maximum participation by small and minority and women's business enterprises;

4, Establrshrng delivery schedules, where the requnrements of work will permrt participation by
small and mrnorrty and women's busrness enterprrses

5. - Usrng the services of the Small Busrness Admlnlstratron and the Mlnorrty Busrness
Development Agency of the U.S. Department of Commerce; and

6. Requiring any prime contractor or other subgrantee, if subgrants are to be allowed, to take
the affirmative steps in subparagraphs 1 through 5 of this section. -

AF. Subgrants . . -

The District is responsible for the day-to-day operations of subgrant supported activities. The
District must monitor subgrant supported activities to assure compliance with applicable state
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requirements and that performance goals are being achieved. Subgrant monitoring must cover
each program, function, or activity. -

AG. Later Disallowances and Adjustments
The closeout ofé subg“rant does not affect:

1. The SWMP's right to disallow costs and recover funds on the-baéis of a later audit or other
review. DR ;

2. The District or District Subgrantee’s obligation to return any funds due as a result of later
refunds, corrections, or other transactions,

- 3. Recordkeeping as required by section E above,

4, Equtipmeh't and building or site improvements managerhent requi_remehts as required by
sections M and N above, ‘

5. Audit requirements in'secfions J’ and K,

AH. Dispute Resolution

1. The District and the SWMP shall attempt to resolve disagreements concerning the
administration or performance of the District.

2. If an agreement cannot be reached within ninety (90) days of the issuance of the notice of
- - noncompliance, the MDNR's SWMP director will provide a written decision, The SWMP
director may consult with the SWAB prior fo providing this decision. Such decision of the
SWMP director shall be final unless a request for review is submitted to MDNR's Division of
- Environmental Quality (DEQ) director within thirty (30) days of the receipt of the SWMP
director's decision. The DEQ director shall provide a final decision within thirty (30) days of

the district's request. Such district request shall include:

a.
b, A statement of the amount in dispute;
C. A brief description of the issue(s) involved; and

A concise statement of the objections to the final decision,

A copy of the SWMP director's written decision;

o

3. Adecision by the DEQ director shall constitute final MDNR action.

" Al. Termination

1. Termination for Cause.
a. By MDNR:

i.. The MDNR may terminate any subgrant, in whole or in part, at any time before
the date of completion, whenever it is determined that the District.or District '
Subgrantee has failed to comply with the terms and conditions of the subgrant.

ii. ~ The MDNR shall promptly notify the subgrantee in writing of such a determination
and the reasons for the termination, together with the effective date.

-iii. . The MDNR reserves the right to withhold all or a portion of grant funds if the

District or District Subgrantee violates any term or condition of the subgrant.
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b. By District: S (

The District may terminate any subgrant, in whole or in part, at any time before the
date of completion whenevér it is determined that the District Subgrantee has failed
to comply with the terms arld conditions of the subgrant '
The District shall promptly notify the subgrantee in writing of such determination
and the reasons for the termination, together with the effective date
_The District reserves the right to withhold all or a portion of subgrant funds if the

" District Subgrantee violates any term or condition of the subgrant.

i,

2. Termination for Convenience.

The MDNR, the District, or the District's Subgrantee may terminate the subgrant, in whole
or in part, when the parties agree that the continuation of the project would not produce
beneficial results commensurate with the further expendlture of funds. ~

a.

b.  This agreement is not transferable to any person or entity.

District subgrant agreements are not transferable to any person or errtuty wrthout prior

written approval of the District's Executive Board and the SWMP.
)

AJ. Enforcement: Remedies for Noncompliance

If a District or District Subgrantee falsifies any award document, fails to maintain records or
submit reports, refuses the SWMP access to records, fails to meet the SWMP's performance
standards, or materially fails to comply with any term of a grant, award, or. subgrant, then the

SWMP may take one or more of the followmg actrons as approprrate S (\ .

1. Suspend or termlnate |n whole orin part the award or grant of current or future funds,
2, Dlsallow aII or part of the cost of the act|V|ty or action not in compllance, |
3. Temporarily withhold cash payments pending s’ubgrantee’s correction of the deficiency,

4. Withhold further awards from the District or Dlstnct Subgrantee

5. Compel the repayment of funds provrded to the Dlstrlct or District Subgrantee pursuant to the
award or grant;

6. Order the District or District Subgrantee not to transfer ownership of assets purchased with
district grant funds. without prior SWMP approval; or

7. Pursue any other remedies that may be legally available, including cost recovery, breach of
contract, and suspension or debarment with respect to the District, the District Subgrantee, or
both and further may pursue criminal charges against any individual who commits any crime
wrthln the context or during the work performed under the grant or subgrant.

AK Drstrrct‘s and Drstrrct Subgrantee s Srgnature

In consrderatron for the ability to utilize SWMF monies, the Drstnct's and District Subgrantee s
signature on the application, FAA, and other award documents signify the District or District
Subgrantee's agreement to all of the terms and conditions of the award which include the FAA
and the documents incorporated therein, including these General Terms and Conditions.

L
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AL. Human Trafficking.

This requirement applies to non-profit grantees or subgrantees. The subgrantee, its employees,
Subgrantees under this award, and subgrantees’ employees may not engage in severe forms of
trafficking in natural persons during the period of time that the award is in effect; procure a

. commercial sex act during the period of time that the award is in effect, or use forced labor in the
Performance of the award or subawards under the award. The SWMP hereby adopts and will
implement section 106(g) of the Trafficking Victims Protection Act of 2000 (TVPA) (22 US.C. §
7104(g)), modified so as to apply to the state and its. agencies, departments, and political
Subdivisions and all respective agents that would correspond with those federal agents referred to
in the TVPA, and as such the SWMP has the right to unilaterally terminate this agreement and
any awards made in conjunction herewith if there is a violation of the TVPA.

AM. lllegal imr'nigration ,

Section 67.307 2 RSMo applies to this agreement, and consequently any municipality that enacts
or adopts a sanctuary policy will be ineligible for moneys provided through grants or subgrants

administered by any state agency or department until the policy is repealed or is no longer in
effect, ,

AN. llegal Immigration

Section 285.530 RSMo applies, and consequently no business entity or employer shall knowingly
employ, hire for employment, or continue to employ an unauthorized alien fo perform work within
the state of Missouri. The SWMP may unilaterally terminate this agreement and any awards
made in conjunction herewith if there is a violation §§ 285.525 —~ 285.550 R.S.Mo.

. Stafutory Requirements
‘A. Laws and regulations related to nondiscrimination and employment: .

1. Chapter 213 of the Missouri Revised Statutes, which prohibits discrimination on the basis of
race, color, religion, national origin, sex, age, and disability;

2. Title Vi of the Civil Rights Actof 1964, 42 U.S.C. §2000d, as amended, which prohibits
discrimination on the basis of race, color, or national origin;

© - 3. Title VIl of the Civil Rights Act of 1964, 42 U.S.C. §2000e, as amended, which prohibits
- discrimination on the basis of race, color, religion, national origin, or sex;

4. Civil Rights Restoration Act of 1 987,20 U.S.C. §1687, 29 U.S.C. ‘§ 794, 42 U.S.C. § 2000d-
43, and 42 U.S.C. § 6101, as amended; ~

5. Civil Rights Act of 1991, 42 U.S.C. § 1981a and 42 U.,S.(.: §§ 2000e-2(k) - (n), as amended:;

‘6. Section 504 of the Rehabiltation Act of 1973, 26 U.S.C. § 794, as amended, which prohibits
discrimination on the basis of disability;

7. Age Discrimination in Employment Act of 1967 (ADEAY), 29 U.S.C. § 621 et seq., as
amended, which prohibits discrimination on the basis of age; ,

8. Drug Abuse Office and Trefatrhent Act of 1972, P.L. 92-255, 21 U.S.C. § 1101 et seq., as
amended, relating to nondiscrimination on the basis of drug abuse;
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10.
1.

12.

Comprehensive Alcohol Abuse and Alcoholism Prevention, Treatment and Rehabilitation Act
of 1970, P.L. 91-616, 42 U.S.C. § 4541 et seq., as amended, relatmg to nondiscrimination of

the basis of alcohol abuse or alcohollsm
Family and Medical Leave Act of 1993 (FMLA) 29 U.S.C. § 2601 et seq.; _

/
The Americans with Dlsabllltles Act of 1990 (ADA), P.L. 101-336, 42 U.S.C. §12101 et seq.,
as amended, relating to nond|scnm|nat|on against individuals with dlsabmtles and

Fair Labor Standards Act of 1938 (FLSA), 29 U.S.C. § 201 et seq as amended

. State and Federal Enwronmental Laws:

1.

10.

1.
12.

13.
14.

The Federal Clean Air Act, 42 U.S.C. § 7401 et seq., as amended, which prohibits the award
of assistance by way of grant, loan, or contract to noncomplying facilities.

The Federal Water Pollutlon Control Act (Clean Water Act), 33 U.S.C. §1251 et seq., as
amended, prohibiting award of assistance by way of grant, loan, or contract to noncomplying

facilities.

The Federal Safe Dtinking Water Act, 42 u.s.C. § 300f et seq., as amended, which prohibits
the award of assistance by way of grant, loan, or contract to non-complying facilities.

The Federal Sotld Waste Dlsposal Act 42 U.S.C. 6901 et seq,, as amended.

The Federal Comprehenstve Environmental Response Compensatlon and Llabtllty Act, 42
USC 9601 et seq., as amended.

The Federal Toxic Substance Control Act, 15 USC 2601 et seq., as amended.
The Federal Insecticide, Fungicide and Rodenticide Act, 7 USC 136 et seq., as amended.
The Federal Endangered Species Act, 16 USC 1531 et seq., as amended.

The National Environmental Policy Act of 1969, 42 U.S.C. §4321 et seq., as amended,
particularly as it relates to the assessment of the environmental impact of federally assisted

projects.

Earthquakes Seismic Butldmg and Construction Ordinances, §§ 319.200 - 319.207, RSMo
relating to the adoption of seismic design and construction ordinances by certain cities,

towns, villages and counties.
The Missouri Clean Water Law, Chapter 644, RSMo.

Chapters 260 and 319, RSMo including the Missouri Hazardous Waste Management Law,
and the Missouri Solid Waste Management Law |nclud|ng laws relatmg to petroleum storage

tanks.
The Missouri Air Conservatlon Law, Chapter 643.

Chapter 444, RSMo including the Metallic-Minerals Waste Management Act the Land
Reclamation Act, and the Surface Coal Mining Law.
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C. Chapter 105, RSMo, as it relates to conflicts of interest and lobbying.

D. Chapter 610, RSMo, Governmental Bodies and Records commonly referred to as the Missouri
“Sunshine Law".

E. The Aréhaeolbgical,and Historic Preservation Act of 1974 (Public Law 93-291) relating to ,
Potential loss or destruction of significant scientific, historical, or archaeclogical data in connection
with federally assisted activities. ‘ . e

F. The Wild and Scenic Rivers Act of 1968 (16 U.S.C. § 1271 et seq.) related to protecting
¢omponents or potential components of the national wild and scenic rivers system.-

G. The flood insurance purchase requirements of § 102(a) of fh‘e ‘Flood Disaster Protection Act of
1973 (P.L. 93-234) which requires subgrantées in a special flood hazard area to participate in the
Program and to purchase flood insurance if the total cost of insurable construction and acquisition
is $10,000 or more. . . ‘

H. The Privacy Act of 1974, P.L. 93-579, as amended prbhibiting the m_aihtenance of information

about any individual in a manner which would violate the provision of the Act.

I Public Law 93-348 regarding the protection of human subjects involved in research, development,
and related activities supported by this award of assistance.

4. The Laboratary Animal Welfare Act of 1966 (P.L. 89-544), 7 U.S.C. § 2131 et seq., pertaining to
the care, handling, and treatment of warm blooded animals held for research, teaching, or other

activities supported by this award of assistance.

- K. The following additional requirements apply to projects that involve constriction:
1. The Davis'—Bacon Act as amended, 40 U.S.C. §276 et seq.

2. The Copeland (Anti-Kickback) Act, 18 U.S.C, §874, 40 US.C. § 276c.

3. The Contract Work Hours and Safety Standards Act,v40 U.S.C. §327 et seq.
4

Convict labor shall not be used on construction projects unless by convicts who are on work
release, parole, or probation. ’

5. The Lead-Based Paint Poisoning Prevention Act (42 U.S.C. § 4801 et seq.) which prohibits
the use of lead paint in construction or rehabilitation of residence structures.

6. The National Historic Preservation Act of 1966, 16 U.S.C §470 et seq., as amended, relating
to the preservation of historic landmarks. ‘ f B

L. Trafficking Victims Protection Act of 2000, Section 106, as amended (22 U.S.é. 7104(g) relating
- to termination of contract award based upon any employee of the department, grantee or
subgrantee violating this act. ' : : )

M. Missouri House Bill 1549, 1771, 1395 & 2366 — IMegal Aliens-and Immigration Status Verification
— This bill changed May. 25, 2011, the laws regarding illegal aliens and immigration status
verification. Effective January 1, 2009, no business entity or employer shall knowingly employ,
hire for employment, or continue to employ an unauthorized alien to perform working within the
state of Missouri. . ‘
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lil. Definitions
As used in these General Terms and Conditions:

A. ‘“Accrued expenditures means the charges incurred by the grantee during a given period
requiring the provision of funds for. (1) Goods and other tangible property received; (2) Services
performed by employees, contractors, subgrantees, subcontractors, and other payees; and (3)
Other amounts becoming owed under programs for which no ciirrent services or performance is

' required, such as annuities, insurance claims, and other benefit payments .

B. “"Accrued income” means the sum of: (1) Earnlngs during a given period from services performed
by the grantee and goods and other tangible property delivered to purchasers; and (2) Amounts
becoming owed to the grantee for which no current services or performances is requnred by the

-grantee.
C. “Acquisition ccjst‘ of an item of puréhased equipment” means the nét invoice unit price of the
property including the cost of modifications, attachments, accessories, or auxiliary apparatus
necessary to make the property usable for the purpose for which it was acquired. Other charges

such as the cost of installation, transportation, taxes, duty or protective in-transit i insurance, shall
be included or excluded from the unit acquisition cost in accordance with the grantee’s regular

accounting practices.

D. “Administrative requirements” means those matters common to grants in general, such as
financial management, kinds and frequency of reports, and retention of records. These are
distinguished from programmatic requirements, which concern matters that can be treated only
on a program-by-program or grant-by-grant basis, such as kinds of actrvrties that can be
supported by grants under a particular program.

E. *Allocated district funds” means the monies from the Solid Waste Management Fund that are set
aside to be disbursed to each District by the MDNR.

F. “Awarding agency” means (1) with respect to a grant, the SWMP of the MDNR and (2) with
respect to a subgrant, the party that awarded the subgrant.

‘G. “Building or site improvements” includes any structures or appurtenances of a permanent nature
related to real estate, excluding movable machinery and equipment.

H." “Competitive bid process_ means the procurement of goods or services that follows the guidelines
outlined in 1 CSR 40. ' '

I.  “Contract’ means (except as used ifi the definitions for grant and subgrant in this section) a
procurement contract under a grant or subgrant, and means a procurement subcontract under a

contract

J. ,“Drsposal cost’ means fees charged to collect, transport or dep05|t solid waste in a landfill,
transfer statlon or other approved facrlity

K. "Drstrict“ refers to one of the twenty solid waste management districts estabilshed pursuant to the
Solid Waste Management Law, 260.200 through 260.345, RSMo.

L. “District Subgrantee” réfers to the District or other entities receivrng district subgrant awards of
SWMF from the SWMP or a District. . .

M. “District administrative grant” means a grant for planning and organizational grants disbursed by
the Department prior to August 28, 2004.
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- 'District carryover” means any remaining district funds of any completed grénts that have been

disbursed by the Department to each District for district administrative grants, district operations
grants, plan implementation grants, or district subgrants.

. “District funds” means the revenue generated from the solid waste tonnage fee collected and

deposited in the Solid Waste Management Fund that is allocated to each: District pursuant to
section 260.335.2, RSMo, plus district carryover, interest income earned, and state required local
Mmatch funds. o ' o ‘ g

- “District funds paid* means funds paid to each District or Sdbgrantee.

- "Eligible meal” means the reasonable costs incurred for any of the following meals when

overnight lodging is'required to fulfill the project: -

Breakfast - is eligible on the day of departure if travel status begins two hours before the normal
start time of the employee’s typical work day plus any other day until the employee returns.
Luncﬁff is eligible on the day of departure if travel status begins no later than 10:00 a.m. plus any
other day where travel status continues past 2:00 p.m. including the day the employee returns.
Dinner - is eligible on the day of departure if travel status begins no later than 5:00 p.m. plus any
other day where travel status continues past 7:00 p.m. including the day the employee returns.

“Equipment” means tangible, nonexpendable, personal property having a useful life of more than
One yearand an acquisition cost of five thousand dollars or more per unit. A grantee may use its
own definition of equipment ‘prqvided that such definitiqn would at least include all equipment

-‘defined above.

“Executive board” means the board established by each District's solid waste management
council or by the alternative management structure chosen by a District as provided for in section
260.315.4(2), RSMo.

" “Financial Assistance Agreement or FAA" refers to the agreement entered into by the SWMP and

the District or District and a.District Subgrantee and includes these General Terms and
Conditions and other incorporated documents. Co ' '

. "Government” means the federal, state, or local government, -

“Grant’ means an award of financial assistance, including cooperative agreements, in the form of
Mmoney to an eligible grantee.

. “Grantee” means the government or other entity to which a grant is awarded and which'is

accountable for the use of the funds provided. The grantee is the entire legal entity even if only a
Particular component of the entity is designated in the grant award document.

“Interest income” means all interest earned by each District from the holding of revenue
generated from the Solid Waste Management Fund. S

“Lacal government” means a county, municipality, city, town, township, local public authority,
school district, special district, intrastate district, council of governments (whether or not
incorporated as a nonprofit corporation under State law), any other regional or interstate
government entity, or any agency or instrumentality of a local government. :

“Missouri Department of Natural Resources or MDNR” refers to the Missouri Department of
Natural Resources inc_luding its agents, successors, or assignees.
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» means the amounts of orders placed, contracts and subgrants awarded, goods and L

AA. "Obligations
riod that will require payment by the

services received, and similar transactions during a given pe
grantee during the same or a future period. :

AB."Outlays or Expenditures” mean charges made to the project or program. They may be reported
on a cash or accrual basis. For reports prepared on a cash basis, outlays are the sum of actual
cash disbursement for direct charges for goods and services, and the amount of indirect expense
incurred, the value of in-kind contributions applied, and the amount of cash advancesand i
payments made to contractors and subgrantees. For reports prepared on an accrued
expenditure basis, outlays are the sum of actual cash disbursements, the amount of indirect

expense incurred, the value of in-kind contributions applied, and the new increase (or decrease)
in the amounts owed by the grantee for goods and other property received, for services
tractors, and other payees, and other

performed by employees, contractors, subgrantees, subcon
amounts becoming owed under programs for which no current services or performance are

required, such as annuities, insurance claims, and other benefit payments.

——
.\

* means gross income received by the grantee or subgrantee directly generated

_ or earned only as a result of the grant agreement during the grant
period. . Examples of program income include income from fees for services performed, from the
use or rental of real or personal property acquired with grant funds, from the sale of commodities
or items fabricated under the subgrant, and from payments of principal and interest on loans
made with subgrant funds. Program income does not include items such as interest on grant
funds, rebates, credits, discounts, or refunds and any interest earned on these items. -

AC. “Program income ‘
by a grant supported activity,

AD. "Préject” means all a'ppro(/‘ed components of an organized undéﬂaking descri!,zed 'in',_a_proposal, .
including any supporting documents as required by project type.

AE. *Residence” means a place that Is being used as a dwelling or home. ' B &

AF. "Share, when referring to the awarding agency's portion of building or site improvements,
equipment or supplies” means the same percentage as the awarding agency's portion of the
acquiring party's total costs under the grant to which the acquisition costs of the property was
charged. Only costs are to be counted—not the value of third-party in-kind contributions.

AG."Solid Waste Management Fund or SWMF" means the fund created in section 260.330, RSMo, to
receive the tonnage fee charges submitted by sanitary and demolition landfills for waste disposed
of in Missouri and transfer stations for waste transported out of state for disposal.

" AH. *Solid Waste Management Program or SWMP” refers to the Missouri Depértment of Natural
Resources, Division of Environmental Quality, Solid Waste Management Program or any other
departmental organization to whom the SWMP duties may be assigned.in the future.

Al. "State” means the State of Missouri or any other agency instrumentality of the state.

AJ. "State required local match funds” means funds committed by, local governments to each District
as match for district administrative grants.

" AK. “Subgrant” means an award of ﬂnanciai assistance in the fbrm of money ,méde under a grant by a
grantee to an eligible subgrantee. - The term includes financial assistance when provided by
contractual legal agreement, but does not include procurement purchases. . - -

AL. “Subgrantee” means the government or other legal entity to which a subgrant is awarded and
which is accountable to the grantee for the use of funds provided. :

AM."Supplies” means all tangible personal property other than equipment, building, or building site
improvements, as defined in this part. -

("
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AN. "Suspension” means depending on the context, either (1) temperary withdrawal of the authority to
obligate grants funds pending corrective action by the grantee or subgrantee or a decision to
terminate the grant, or (2) an action taken by the SWMP to immediately exclude a person from
Participating in grant transactions for a period, pending completion of an investigation and such
legal or debarment proceedings as may ensue. '

AQ."Termination” means permanent withdrawal of the authority to obligate previously-awarded grant
funds before that authority would otherwise expire. It also means the voluntary relinquishment of
that authority by the grantee or subgrantee. Termination does not include: (1) Withdrawal of
funds awarded on the basis of the grantee’s underestimate of the unobligated balance in a prior
Period; (2) Withdrawal of the unobligated balance as of the expiration of a grant; (3) Refusal to
eéxtend a grant or award additional funds, to make a competing or non-competing continuation,
renewal, extension, or supplemental award; or (4) Voiding of a grant upon determination that the
award was obtained fraudulently, or was otherwise illegal or invalid from inception.

AP.“Terms of a grant or subgrant” means all requirements of the grant or subgrant, whether in
statute, regulations, the award decument, or any documents incorporated therein.

AQ."Unenc_umbered district funds” means the district funds that have not been obligated in the form
of purchase orders for goods and services.

AR.“Unliquidated obligations for reports prepared on a cash basis” means the amount of obligations
incurred by the grantee that have not been paid. For reports prepared on an accrued expenditure
basis, they represent the amount of obligations incurred by the grantee for which an outlay has
not been recorded.

AS. “Unobligated balance” means the portion of the funds authorized by the SWMP that has not been

obligated by the grantee and is determined by deducting the cumulative obligations from the
cumulative funds authorized.
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Source: 70 FR 61910, Aug. 31, 2005, unless otherwise noted.

§225.5 Purpose.

i

This part establishes principles and standards for determining costs for Federal awards carrled out
through grants, cost reimbursement contracts, and other agreements with State and local governments
and federally-recognized Indian fribal governments (governmental units).

F ~"5.10 Authority.

] o

This partis issued under the authority of the Budget and Accounting Act of 1921, aé amended; the
Budget and Accounting Pracedures Act of 1950, as amended; the Chief Financial Officers Act of 1890;
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Reorganization Plan No. 2 of 1970; and Executive Order No, 11541 (“Prescribing the Dutles of the Office
of Management and Budget and the Domestic Policy Councll in the Executive Office of the President’).

§ 225.15 Background.

(] r

As part of the government-wide grant streamlining effort under Public Law 106-107, Federal Financlal
Award Management Improvemnent Act of 1999, OMB led an interagency workgroup to simplify and make
consistent, to the extent feasible, the various rules used to award Federal grants. An interagency task
force was established in 2001 fo review existing cost principles for Federal awards fo State, local, and
indian tribal governments; colleges and universities; and non-profit organizations. The task force studied
“Selected ltems of Cost” in éach of the three cost principles to determine which items of costs could be

slated consistently and/or more clearly.

§225.20 Policy.

(00

This part establishes principles and standards to provide a uniform approach for determining costs and
to promote effective program delivery, efficiency, and better relationships between governmental units
and the Federal Government. The principles are for determining allowable costs only. They are not
intended to identify the circumstances or to diclate the extent of Federal and governmental unit
participation in the financing of a particular Federal award. Provision for profit or other increment above

cost is outside the scope of this part.
§225.25 Definitions.

(] 1o

Definitions of key terms used In this part are contained in Appendix A to this part, Section B,

§225.30 OMB responsibilities.

e

The Office of Management and Budget (OMB) will review agency regulations and implementation of this
part, and will provide policy Interpretations and assistance fo insure effective and efficlent
implementation. Any exceptions will be subject to approval by OMB. Exceptlons will only be made in
particular cases where adequate justification is presented. '

§225.35 Federal agency responsibilities.

[ oo

Agencies responsible for administering
other agreements with governmental units shall Iss

and its appendices.

programs that involve cost reimbursement contracts, grants, and
ue regulations to implement the provisions of this part

§ 225.40 Effective date of changes.

£ 100

This part Is effective August 31, 2005.

§225.45 Relationship to previous Issuance.
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a) The guidance in this part previously was issued as OMB Clrcular A-87. Appendix A to this part

«  sthe guidance that was In Attachment A (general principles) to the OMB circular; appendix B
0n..1s the guidance that was in Attachment B (selected items of cost); appendix C contains the
nformation that was in Attachment C (state/local-wide central service cost allocation pians); appendix D
ontains the guidance that was in Attachment D (public assistance cost allocation plans); and appendix
 contains the guldance that was in Attachment E (state and local indirect cost rate proposals).

b) This part supersedes OMB Circular A-87, as amended May 10, 2004, which su di —
17, as amended and issued May 4, 1995. y pereeded Circular A

1225.50 Policy review date,

Hliop

his par will have a policy review three years from the date of issuancs.

1 225,56 Information contact.

Eliop

‘urther information concerning this part may be obtained by contacting the Office of Federal Financial
fanagement, Financlal Standards and Reporting Branch, Office of Management and Budget,
Nashington, DC 20503, talephone 202-395-3993.

\ppendix A to Part 225—General Principles for Determining Allowable Costs
t .

“able of Contents

\. Purpose and Scope

. Objectives2. Policy guides3. Application

3. Definitions

. Approval or authorization of the awarding or cognizant Federal agency2. Award3, Awarding agency4.
Sentral service cost allocation planb. ClaimB. Cagnizant agency7. Common rule8. Contract9. Cost10.
Sost allocation plani. Cost objective12. Federally-recognized Indian tribal government13.
Sovernmental unit14. Grantee depariment or agency15. Indirect cost rate proposal16. Local
jovernment17. Public assistance cost allocation plan18. State

>. Basic Guldelines

1. Factors affecting allowability of costs2, Reasonable cosis3. Allocable cosis4. Applicable credits

D. ComposHion of Cost

1. Total cost2. Classification of costs

E. Direct Costs

1.  'zral2. Application3. Minor items

F. Indirect Costs

1. General2. Cost allocation plans and indirect cost proposals3, leitati'on on indirect or administrative
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G. Interagency Services
A. Required Ceriifications

Seneral Principles for Determining Allowable Cosls

\, Purpose and Scope

|. Objectives. This Appendix establishes principles for determining the allowable costs incurred by State,
ocal, and federally-recognized Indian tribal governments (governmental units) under grants, cost
elmbursement contracts, and other agreements with the Federal Government (callectively referred o in
his appendix and other appendices te 2 CFR part 225 as "Federal awards"), The principles are for the
surpose of cost determination and are not Intended to identify the circumstances or dictate the extent of
‘ederal or governmental unit parlicipation in the financing of a particular program or project. The
iinciples ére designed to provide that Federal awards bear their fair share of cost recognized under
hese principles except where restricted or prohiblted by law. Provision for profit or other increment

ibove cost is outside the scope of 2 CFR part 225.

L Policy guides.
.. The application of these principles is based on the fundamental premises that:

1) Governmental units are responsible for the efficient and effective administration of Federal awards
wrough the application of sound management practices,

2) Governmental units assume responsibliity for administering Federal funds in a manner consistent
ith underlying agreements, pragram objectives, and the terms and conditions of the Federal award.

3) Each governmental unit, in recognition of its own unique combination of staff, facilities, and
xperience, will have the primary responsibliily for employing whatever form of organization and
1anagement fechnigues may be necessary to assure proper and efficlent administration of Federal

wards.

. Federal agencles should work with States or localilies which wish fo test alternative mechanisms for
aying costs for administering Federal programs. The Office of Management and Budget (OMB)
ncourages Federal agencies to test fee-for-service alternatives as a replacement for current cost-
asimbursement payment methods in response to the National Performance Review's (NPR)
acommendation. The NPR recommended the fee-for-service approach fo reduce the burden assoclated
fith malntaining systems for charging adminisirative costs to Federal programs and preparing and
pproving cost allocation plans. This approach should also increase Incentives for administrative

ficlencies and improve oulcomes.

, Application.

. These principles will be applied by all Federal agericies in determining costs incurred by governmental
nits under Federal awards (Including subawards) except those with (1) publicly-financed educational
istitutions subject fo, 2 CFR part 220, Cost Principles for Educational Institutions (OMB Circular.A-21),
nd (2) programs administered by publicly-owned hospitals and other providers of medical care that are
ubject to requirements promulgated by the sponsoring Federal agencies. Howsver, 2 CFR part 225
loes apply to all central service and department/agency costs that are allocated or billed to those
«ducational Iristitutions, hospitals, and other providers of medical care or services by other State and

scal government departments and agencies.

1. All subavards are subject to those Federal cost principles applicable to the parlicular organization
oncerned. Thus, if a subaward Is to a governmental unit (other than a college, university or hospital), 2
3FR part 225 shall apply; if a subaward is to a commercial organization, the cost princlples applicable to
.ommerclal organizations shall apply; if a subaward is to a college or university, 2 CFR part 220

Clrcular A-21) shall apply; If a subaward is o a hospital, the cost principles used by the Federal
warding agency for awards to hospitals shall apply, sublect to the provisions of subsection A.3.a. of this
\ppendix; if a subaward is to some other non-profit organization, 2 CFR part 230, Cost Principles for

Jon-Profit Organizations (Circular A-122), shali apply.

. These principles shall be used as a gulde in the prlclng_ of fixed price arrangements where costs are

ths oo remamAnaGo rmwy/nni/f/tpvf/fp.vf.irhr?n=enﬁ'&gid='7a6420h8h7902dc(.]0506876885ﬂ8072&l’2n=diV5.'..
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sed in determining the appropriate price.

. Where a Federal contract awarded to a governmental unit incorporates a Cost Accounting Standards
SA8) clause, the requirements of that clause shall apply. in such cases, the governmental unit and the
o~ ant Federal agency shall establish an appropriate advance agreement on how the governmental
i i comply with applicable CAS requirements when estimating, accumulating and repoiting costs
nder CAS-covered contracts. The agreement shall indicate that 2 CFR part 225 (OMB Clrcular A-87)
:quirements will be applied to other Federal awards. In all cases, only one set of records needs to be
1aintained by the governmental unit.

. Conditional exemptions.

|} OMB authorizes conditional exemption from OMB administrative requirements and cost principles for
ertain Federal programs with stalutorily-authorized consolidated planning and consolidated '
dministrative funding, that are Identified by a Federal agency and approved by the head of the

xecutive department or establishment. A Federal agency shall consult with OMB during its

onsideration of whether fo grant such an exemption.

2) To promote efficiency in State and local program administration, when Federal non-entitiement
rograms with common purposes have specific statutorlly-authorized consolidated planning and
onsolidated administrative funding and where most of the State agency's resources come from non-
ederal sources, Federal agencles may exempt these covered State-administered, non-entitiement
rant programs from certain OMB grants management requirements. The exemptions would be from all
ut the allocability of costs provisions of Appendix A subsection C.3 of 2 CFR part 225, Cost Principles
¥ State, Local, and Indlan Tribal Governments (OMB Circular A-87); Appendix A, Section C.4 of 2 CFR
20, Cost Principles for Educational Institutions (Circular A~21); Appendix A, subsection A.4 of 2 CFR
30 Cost Principles for Non-Profit Organizations (Circular A-122); and from all of the administrative
aquirements provisions of 2 CFR part 215, Uniform Administrative Requirements for Grants and
\greements with Institutions of Higher Education, Hospitals, and Other Non-Profit Organizations
Clrcular A~110), and the agencles' grants management comrion rule.

3) When a Federal agency provides this flexibility, as a prerequisite to a State's exercising this option, a
itate must adopt its own writlen fiscal and administrative requirements for expending and accounting for
¥ }Is. which are consistent with the provisions of 2 CFR part 225 (OMB Circular A-87), and extend
us..golicies to all subreciplents. These fiscal and administrative requirements must be sufficiently
pecific to ensure that: Funds are used in compliance with all appiicable Federal statutory and regulatory
rovislons, costs are reasonable and necessary for operating these programs, and funds are not used

or general expenses required to carry out other responsibilities of a State or its subrecipients.

3. Definitions

. “Approval or authorization of the awarding or cognizant Federal agency’ means documentation
wvidencing consent prior to Incutring a specific cost. if such costs are specifically identified in a Federal
ward document, approvai of the document constitutes approval of the costs. If the costs are covered by
1 Stateflocal-wide cost allocation plan or an indirect cost proposal, approval of the plan constitutes the
ipproval.

1. "Award” means grants, cost relmbursement coniracts and other agreements between a State, local
and Indian tribal government and the Federal Government. .

3. “Awarding agency” means (a) with respect to a grant, cooperalive agreement, or cost reimbursement
zontragt, the Federal agency, and (b) with respect to a subaward, the parly that awarded the subaward.

4. “Central service cost allocation plan® means the documentation idenfifying, accumulating, and
allocating or developing billing rates based on the allowable costs of services provided by a
governmental unit on a centralized basis to its departments and agencies. The costs of these services
may be allocated or billed to users.

5. “Claim” means a written demand or wrilten asseriion by the governmental unit or grantor seeking, as
a matter of right, the payment of money in a sum certain, the adjustment or interpretation of award
terms, or other relief arising under or relating to the award. A voucher, involce or other routine request
fe ment that s not a dispute when submilted is not a claim. Appeals, such as those filed by a

ge.  4mental unit in response fo questioned audit costs, are not considered claims untii a final
management decision is made by the Federal awarding agency.

6. “Cognizant agency” means the Federal agency responsibie for reviewing, negotiating, and approving
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st allocation plans or indirect cost proposals developed under 2 CFR part 225 on behalf of all Federal
\gencies. OMB publishes a listing of cognizant agencles.

' sCommon Rule” means the “Uniform Administralive Requirements for Grants and Cooper‘atlve
\greements {o State and Local Governmenls; Final Rule” originally issued at 53 FR 8034-8103 (March
1, 1988). Other common rules wil be referred to by their specific fitles.

. "Contract”- means a mulually binding legal relationship obligating the seller {o furnish the supplies aor
ervices (including consiruction) and the buyer to pay for them. It includes all lypes of commitments that
bligate the government to an expenditure of appropriated funds and that, except as otherwise
uthorized, are in writlng. In addiilon to bilateral Instruments, contracts Include (but are not limited {o):
wards and notices of awards; job orders or task orders issued under basic ordering agreements; letter
ontracts; orders, such as purchase orders, under which the contract becomes effective by wriften
coeptance or performance; and, biateral contract modifications. Confracts do not include grants and

ooperative agreements covered by 31 U.S.C. 6301 el seq.

_“Cost® means an amount as determined on a cash, accrual, or other basis acceptable to the Federal
warding or cognizant agency. K does not include transfers fo a general or simifar fund.

0. “Cost allocation plan” means central service cost allocation plan, public assistance cost allocation
fan, and indirect cost rate proposal. Each of these terms is further defined in this section.

1, “Cost objective” means a funcion, organizational subdivision, contract, grant, or other activity for
thich cost data are needed and for which costs are incurred.

2. “Federally-recognized Indian fribal government” means the governing body or a governmental

gency of any Indlan tribe, band, nation, or other organized group or community (Including any native
ilage as defined in Section 3 of the Alaska Native Claims Setllement Act, 85 Stat. 688) ceriified by the
iecretary of the Interior as eligible for the special programs and services provided through the Bureau of

dian Affalrs.

3. “Governmental unit” means the entire State, local, or federally-recognized Indian tribal government,
\cluding any component thereof, Components of governmental units may function independently of the
overnmental unit In accordance with the ferm of the award.

4. *Grantee depariment or agency” means the component of a Stats, local, or federally-recognized
ndian tribal.government which is respansible for the performance or administration of all or some part of

| Federal award.

5. “Indirect cost rate proposal” means the documentation prepared by a governmental unit or
omponent thereof to substantiate ts request for the establishment of an indirect cost rate as described

n Appendix E of 2 CFR part 225.

6. "Lacal government” means a county, munlcipalit'y, city, fown, township,'local public authorily, school
fistrict, special district, intrastate district, councl! of governments (whether or not incorporated as a non-
ofit corporation under State law}, any other regional or interstate government enfity, or any agency or

nstrumentality of a local government.

7. “Public assistance cost allocation plan” means a narrative description of the prbcedures that will be
Jsed in Identifying, measuring and allocating all adminisirative costs to all of the programs administered
or supervised by State public asslstance agencies as described in Appendix D of 2 CFR part 225.

18. "State® means any of the several States of the United States, the District of Columbia, the
Commonweaith of Puerlo Rico, any ferrtory or possession of the United States, or any agency or

Instrumentalily of a State exclusive of local governments,

C. Basic Guidelines

1. Factors affecting allowability of costs. To be allowable under Federal awards, costs must meet the
following general criteria:

a. Be necessary and reasonable for proper and efficient performance and administration of Federal
awards. .

b. Be allocable fo Federal awards under the provisions of 2 CFR part 225.
httne/lectr onnaccess.gnv/cgi/t/text/text-idx?c=ecﬁ'&sid=7a642cb8b7902dc0050e87ce85128072&rgn=div5
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. Be authorized or not prohibited under State or local laws or regulations.

. Conform to any limitations or excluslons set forth In these principles, Federal laws, terms and

onditions of the Federal award, or other governing regulations as to types or amounts of cost items,

o 'éonsis!ent with policies, regulations, ahd procedures that apply uniformly to both Federal awards
nd other aclivities of the governmental unit. ' )

Be accorded consistent treatment. A cost may not be assigned to a Federal award as a direct cost if
ny other cost incurred for the same purpose in like circumstarices has been allocated to the Faderal
ward as an indirect cost, .

. Except as otherwise provided for in 2 CFR part 225, be determined In accordance with generally
ccepted accounting principles. : i

. Not be included as a cost or used to meet cost sharing or matching requirements of any other Federal
ward in either the current or a prior perlod, except as specifically provided by Federal law or regulation.

Be the net of all applicable credits.
Be adequately documented.

. Reasonable costs. A cost Is reasonable If, in its nature and amount, it does not exceed that which
ould be incurred by a prudent person under the circumstances prevailing at the time the decision was
tade to Incur the cost. The question of reasonableness is particularly important when governmental

nits or components are predominately federally-funded. In determining reasonableness of a given cost,
ansideration shall be given ta:

. Whether the cost Is of a type generally recdgnized as ordinary and necessary for the operation of the -
overnmental unit or the performance of the Federal award.

“resliraints or requirements Imposed by such factors as: Sound business praclices; arm's-length
a,,..ning; Federal, State and other laws and regulations; and, terms and conditions of the Federal
ward. )

. Market prices for comparable goods or services.

. Whether the individuals concerned acted with prudence in the circumstances considering their
:sponsibilities to the governmental unit, its employees, the public at large, and the Federal -
iovernment, .

- Significant devialions from the established practices of the governmental unit which may unjustifiably
crease the Federal award's cost.

. Allocable costs.

. A cost is allocable to a particular cost objective If the goods or services involved are chargeable or
ssignable to such cost objective In accardance with relative benefils received.

.. All activities which benefit from the governmental unif’s indirect cdst. including unallowable activities
ind services donated to the governmental unit by third parties, will receive an appropriate allocation of
direct costs. . '

.. Any cost allocable to a particular Federal award ¢ cost objective under the principles provided for in 2
JFR part 225 may not be charged to other Federal awards to overcome fund deficlencies, to avoid
estrictions imposed by law or terms of the Federal awards, or for other reasons.

I. Where an accumulation of indirect costs will ultimately resuit in charges to a Federal award, a cost
i "*on plan will be required as described in Appendices C, D, and E to this part.

. Applicable credits.

1. Applicable credits refer to those receipts or reduction of expenditure-type transactions that offset or

wnddlpefr onnarrace onvlnoilt/tevt/taxt-idx?c=ecﬁ‘&.sid=7a642ch8b7902d00050e876685f28072&_1'2n=div5..
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reduce expense items allocable o Federal awards as direct or indirect costs. Examples of such
transactions are: Purchase discounts, rebales or allowances, recoveries or indemnities on losses,
insurance refunds or rebates, and adjusiments of overpayments or erroneous charges. To the extent
that such credits accruing fo or received by the governmental unit refate to aflowable costs, they shall be - ~
credited to the Federal award eilher as a cost reduction or cash refund, as appropriate. R

b. In some instances, the amounts recelved from the Federal Government to finance activities.or service
operations of the governn!enlal unit should be treated as applicable credits. Specilically, the concept of
nelling such credit items (including any amounts used to meet cost sharing or matching requirements)
should be recognized in determining the rates or amounts fo be charged to Federal awards. (See
Appendix B to this part, item 11, *Depreclation and use allowances,” for areas of potential application in

the malter of Federal financing of aclivities.)

2. Compasition of Cost

f. Total cost. The total cost of Federal awards is comprised of the allowable direct cost of the program,
slus its allocable portion of allowable indirect costs, less applicable credits.

2, Classification of costs. There is no universal rule for classifying certaln costs as either direct or indirect
inder every accounting system. A cost may be direct with respect to some specific service or function,
it indirect with respect to the Federal award or other final cost objective. Therefore, it is essential that
sach item of cost be treated consistently in like clrcumstances elther as a direct or an Indirect cost.
3uidelines for determining direct and indirect costs charged to Federal awards are provided In the

seclions that foliow,

Z. Direct Costs

I. General. Direct costs are those that can be identified specifically with a particular final cost objective.

). Application. Typical direct cosls chargeable to Federal awards are:

1. Compensation of employees for the time devoted and identified specifically to the performance of
hose awards.

). Cost of materials acquired, consumed, or expended specifically for the purpose of those awards.

.. Equipment and other approved capltal expenditures.
1. Travel expenses incurred specifically to carry out the award.

3. Minor items. Any direct cost of a minor amount may be treated as an indirect cost for reasons of
sraclicalily where such accounting freatment for that item of cost fs consistently applied 1o all cost

sbjectives.

=, Indirect Cosfs

1. General. Indirect costs are those: [ncurred for a common or joint purpose benefiting more than one
:ost objeclive, and not readily assignable {o the cost objectives specifically benefilied, without effort
fisproportionate to the results achieved. The term “indirect costs,” as used hereln, applies to costs of
this type originating in the grantee department, as well. as those incurred by other departments in
supplying goods, services, and facliities. To facilitate equitable distribution of indirect expenses to the
zost objeclives served, It may be necessaty fo establish a number of pools of Indirect costs within a
governmental unit department or in other agencies providing services to a governmental unit
department. indirect cost pools should be distribut+ ! to benefitted cost objectives on bases that will
produce an equitable result in consideration of relative benefits derived.

2. Cost allocation plans and Indirect cost propasals, Requirements for development and submission of
cost allocation plans and Indirect cost rate proposals are contained in Appendices C, D, and E to this

part.
3. Limitation on Indirect or administrative costs.

a. In addition fo restrictions contained in 2 CFR part 225, there may be laws that {urther limit the amount
of administrative or indirect cost allowed.
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>. Amounts not recoverable as Indirect costs or administrative costs under one Federal award may not
e shified to another Federal award, unless speclfically authorized by Federal legislation or regulation.
3. I~teragency Seivices. The cost of setvices provided by one agency to another within the

I }mental unit may include allowable direct costs of the service plus a pro rate share of indirect
Joma. A standard Indirect cost allowance equal to ten percent of the direct salary and wage cost of
aviding the service (excluding overtime, shift premiums, and fringe benefits) may be used in lieu of
letermining the actual indirect costs of the service. These services do not Include centralized services
ncluded in central setvice cost allocation plans as described in Appendix C to this part.

1. Required Cerlifications. Each cost allocation plan or indirect cost rate proposal required by -
\ppendices C and E to this part must comply with the following:

I. No proposal fo establish a cost allocation plan or an Indirect cost rate, whether submitted to a Federal
iognizant agency or malintained on file by the governmental unit, shall be acceptable unfess such costs
1ave been certified by the governmental unit using the Cerlificate of Cost Allocation Plan or Ceifificate of
ndirect Cosls as set forth in Appendices C and E to this part. The cerfificate must be signed on behalf of
he governmental unit by an individual at a level no lower than chief financial officer of the governmental
it that submits the proposal or component covered by the proposal.

2. No cost allocation plan or indirect cost rate shall be approved by the Federal Government unless the
slan or rate proposal has been cerlified. Where it is necessary to establish a cost allocation plan or an
ndirect cost rate and the governmental unit has not submitted a certfied proposal for estabiishing such
1 plan or rate in accordance with the requirements, the Federal Government may either disallow all
ndirect costs or unilaterally establish such a plan or rate. Such a plan or rate may be based upon
audited historical data or such other data that have been furnished to the cognizant Federal agency and
or which it can be demonstrated that all unallowable cosis have been excluded. When a cost allocation
slan or indirect cost rate is unilaterally established by the Federal Government because of fallure of the
jovernmentat unit to submit a certified proposal, the plan or rate established will be set to ensure that
sotentially unallowable costs will not be reimbursed,

Appendix B to Part 225—Selected Items of Cost

Lyiop

Table of Contents

1. Advertising and public relations costs
2, Advisory counclls

3. Alcoholic beverages

4. Audit costs and rélated semvices

5. Bad debts.

6. Bonding costs

7. Communication costs

8. Compensation for personal services
9. Contingency provisions

10. Defense and prosecution of criminal and civil proceedings, and claims
1*  jpreciation and use allowances
12, b;)nations and contributions

13. Employee morale, health, and welfare costs
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4. Entertainment costs

5. Equipment and other capital expenditures

6. Fines and penallies

7. Fund ralsing and Investment management costs

8. Gains and losses on disposition of depreciable property and other capital assefs and substantial
slocation of Federal programs

8. General government expenses

0. Goads or services for personal use
1. Idle facliities and idle capacity

2. Insurance and Indemnification

3. Inferest

§. Lobbying

3, Maintenance, operations; and repalrs
3. Materlals and supplies costs

7. Meelings and conferences

3, Memberships, subscriptions, and professlonal activity costs
3. Patent costs

). Plant and homeland security cqsls

1. Pre-award costs

2. Professional service costs

3. Proposal costs

4. Publicat'ion and printing coslts

5. Rearrangement and alteration costs
B. Reconverslon costs

7. Rental costs of building and equipment
8. Royéllies and other costs for the use of patents .

9. Selling and marketing |

0. Taxes

1. Termination costs applicable fo sponsored agreements

2, Training costs
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13. Travel costs

Sections 1 through 43 provide principles to be applied in establishing the aliowabiiity or unallowabilily of
ertain items of cost. These principles apply whether a cost is treated as direct orindivect. A costis

¢~ “\ble for Federal reimbursement only to the extent of benefits received by Federal awards and its

x _.«mance with the general policies and principles stated in Appendix A to this part. Failure to mention
t particular item of cost in these sections is not intended to Imply that it is either allowable or
tnallowable; rather, determination of allowability in each case should be based on the treatment or
itandards provided for similar or related items of cost. .

. Advertising and public relations costs.

i, The term adverlising costs means the costs of adverlising media and corollary administrative costs.

\dvertising media include magazines, newspapers, radio and television, direct mail, exhibits, electronic
i computer transmiitals, and the like. )

1. The term public relations includes community relations and means those aclivities-dedicated to

naintaining the image of the governmental unit or maintaining or promoting understanding and favorable
elations with the community or public at farge or any segment of the public.

. The only allowable advertising cosis are those which are solely for:

1) The.recruitment of personnel required for the performance by the.governmental unit of obligations
irising under a Federal award;

2) The procurement of goods and services for the performance of a Federal award;

3) The disposal of scrap or surplus materials acquired in the performance of a Federal award except
vhen governmental units are reimbursed for disposal costs at a predetermined amount; or

4) Other specific purposes necessary to meet the requirements of the Federal award.
I. ... only allowable public relations costs are;
1) Costs specifically required by the Federal award;

2) Costs of communicating with the public and press pertaining to specific activilies or accomplishments
vhich resuit from performance of Federal awards (these costs are considered necessary as part of the
wutreach effort for the Federal award); or -

3) Costs of conducling general lialson with news media and government public relations officers, to the
:xtent that such aclivities are limited to communication and lialson necessary keep the public Informed
n malters of public concern, such as notices of Federal contract/grant awards, financial matters, etc.

3. Costs identified in subseclions ¢ and d If Incurred for more than one Federal award or for both
sponsored work and other work of the governmental unit, are aliowable to the extent that the principles
n Appendix A to this part, sections E. ("Direct Costs®) and F. (“Indirect Costs") are observed.

" Unallowable adyerlising and public relations costs include the following:

1) All advertising and public relalions costs other than as specified In subsections 1.c, d, and e of this
appendix;

{2) Costs of meetings, conventions, convocations, or other events related to other activities of the
jovernmental unit, including:

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

(b its of meeting rooms, hospitality sultes, and other special facllities used in conjunction with shows
anu wuter speclal events; and-

(c) Salaries and wages of employees engaged in setting up and displaying exhibits, making
demanstrations, and providing brlefings;

httne/lanfe annacsrce anvleailttextiteyt-i Ax2c=ecfiRsi d=’7a647.ch8h7902dc0050e8 Tee85f28c72&ro n=div5..

Page 11 of 39

. SnemhHnto




Electronic Code of Federal Regulations:
(3) Costs of promotional items and memorabllia, including models, gifts, and souvenirs;
(4) Costs of adverlising and public relations designed solely to promote the governmental unit.

2, Advisory councils. Costs incurred by advisory councils or committees are allowable as a direct cost
wherg authorized by the Federal awarding agency or as an Indlrect cost where allocable to Federal
awards.

3. Alcoholic beverages. Costs of alcoholic beverages are unallowable.
4, Audit costs and related services.

1. The costs of audils required by , and performed In accordance with, the Single Audit Act, as
mplemented by Circular A-133, "Audits of States, Local Governments, and Non-Profit Organizalions”
rre allowable. Also see 31 U.S.C. 7505(b) and section 230 (*Audit Costs") of Circular A-133, '

1. Other audit costs are aflowable ifincluded in a cost allocation plan or indirect cost proposal, or if
ipecifically approved by the awarding agency as a direct cost to an award. .

. The cost of agreed-upon procedures engagements to monitor subrecipients who are exempted from
\-133 under seclion 200(d) are allowable, subject to the conditions listed In A~1 33, seclion 230 (b)(2).

 Bad debts. Bad debts, including losses (whether actual or eslimated) arlsing from uncollectible
ccounts and other claims, related collection costs, and related legal costs, are unaliowable.

. Bonding costs.

. Bonding costs arise when the Federal Government requires assurance against financiat loss to itself
r others by reason of the act or default of the governmental unit. They arise also In Instances where the
overnmental unit requires similar assurance. Included are such bonds as bid, performance, payment,
dvance payment, infringement, and fidelity bonds.

. Costs of bonding required pursuant to the terms of the award are allowable.

. Costs of bonding required by the governmental unit in the general conduct of its operations are
llowable to the extent that such bonding is in accordance with sound business practice and the rates
nd premiums are reasonable under the circumstances.

. Commuhlcailon costs. Costs incurred for telephone services, local and long distance telephone calls,
legrams, postage, messenger, electronic or computer lransmittal services and the [ike are aflowable.

. GCompensation for personal seivices.

. General. Compensation for personnel services includes all remuneration, pald currently or accrued,
r services rendered during the perlod of performance under Federal awards, inciuding but not
ecessarily limited to wages, salaries, and fringe benefifs. The costs of such compensation are -
lowable to the extent that they satisfy the specific requirements of this and-other appendices under 2
FR Part 225, and that the total compensation for individual employees:

1) Is reasonable for the services rendered and conforms to the established policy of the governniental
nit consistently applied to both Federal and non-Federal activities;

?) Follows an appointment made in accordance with a governmental unit's laws and rules and meets
ierlt system or other requirements required by Federal law, where applicable; and

3) Is determined and supported as provided in subsection h.

. Reasonableness. Compensation for employees engaged In work on Federal awards will be

snsidered reasonable to the extentthat it is consistent with that paid for similar work in other activities

f the governmental unit. In cases where the kinds of employees required for Federal awards are not
und in the ofher activities of the governmental unit, compensation will be considered reasonable to the
tent that it is comparable to that paid for simllar work in the labor market in which the employing
varnment competes for the kind of employees involved. Compensation surveys providing data
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epresentalive of the Jabor market involved will be an acceptable basis for evaluating reasonableness. .

. Unallowable costs. Costs which are unallowable under other sections of these principles shall not be
dlqwa\ble under this section solely on the basis that they constitute personnel compensation.

L rnnﬁe benefits.

1) Fringe benefils are allowances and services provided by employers to their employees as
ompensation in addition to reguler salaries and wages. Fringe benefits include, but are not limited to,
1e costs of leave, employee insurance, pensions, and unemployment benefit plans. Except as provided
Isewhere in these principles, the costs of fringe benefits are allowable to the extent that the benefits are
sasonable and ate required by law, governmental unit-employee agreement, or an established policy of
1e governmental unit, :

2) The cost of fringe benefils in the form of regular compensation pald to employees during periods of
uthorized absences from the job, such as for annual leave, sick leave, holidays, court leave, miiitary
:ave, and other similar benefils, are allowable if: They are provided under established written leave
olicies; the costs are equitably allocated to all related activities, Including Federal awards; and, the
ccounting bsiisls“(cash or accrual) selected for costing each type of leave is consistently followed by the
iovernmental unit. )

3) When a governmental unit uses the cash basls of accounting, the cost of leave ig recognized in the
eriod that the leave is taken and paid for. Payments for unused leave when an employee retires or
arminates employment are allowable in the year of payment provided they are allocated as g general
idministrative expense to all activities of the governmentat unit or component,

4) The accrual basis may be only used for those types of leave for which a liabliity as defined by
senerally Accepted Accounting Principles (GAAP) exists when the leave is eamed. When a :
jovernmental unit uses the accruel basls of accounting, in accordance with GAAP, allowable leave costs .
ire the lesser of the amount accrued or funded,

5) The cost of fringe benefits In the form of employer contributions or expenses for social security;

# Yee life, health, unemployment, and worker's compensation insurance (except as Indicated in
8w 22, Insurance and indemnification); pension plan costs (see subsection e.); and other similar
renefits are allowable, provided such benefits are granted under established written policies. Such .
renefits, whether treated as indiract costs or as direct costs, shall be allocated to Federal awards and all
ither activilles'in a manner consistent with the pattern of benefits attributable to the individuals or group

s) of employees whose salarles and wages are chargeable to such Fedsral awards and ofher aclivities.

;. Pension plan costs. Pension plan costs may be computed using a pay-as-you-go method or an
icceptable actuarial cost methad in accordance with established written policles of the governmental
it :

1) For pension plans financed on a pay-as-you-go method, allowable costs will be limited to those
‘epresenting actual payments to retirees or their beneficiaries.

2) Pension costs calculated using an actuarial cost-based method recognized by GAAP are allowable
‘or a glven fiscal year If they are funded for that year within six months after the end of that year. Costs
iunded after the six month period (or a later petlod agreed to by the cognizant agency) are allowable in
the year funded. The cognizant agency may agfee to an extension of the six month period if an
appropriate adjustment s made fo compensate for the timing of the charges to the Federal Government
and related Federal reimbursement and the governmental unit's contribution to the pension fund.
Adjustments may be made by cash refund or other equitable procedures to compensate the Federal
Government for the {ime value of Federal reimbursements in excess of contributions to the pension fund.

(3) Amounts funded by the govemmental unit in excess of the acluarially determined amount for a fiscal
year may be used as the governmental unit's contribution In future periods.

(4) When a governmental unit converts to an acceptable actuarlal cost method, as defined by‘GAAP,
and funds pension costs in accordance with this method, the unfunded liability at the time of conversion
st e allowable if amortized over a period of years (n accordance with GAAP.

(5) ft;e Faderal Government shall receive an equitable share of any previously allowed pension costs
(including earnings thereon) which revert or inure to the governmental uni in the form of a refund,
withdrawal, or other credit.
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f. Post-retirement health benefits. Post-relirement health benefits (PRHB) refers to costs of health
Insurance or health services not included in a pension plan covered by subseclion 8.e. of this appendix
for retirees and thelr spouses, dependents, and survivors. PRHB cosis may be computed using a pay-
as-you-go method or an acceptable actuarial cost method in accordance with established written polices

of the governmental unit.

(1) For PRHB financed on a pay as-you-go method, allowable costs will be limited to those representing
aclual payments to retirees or their beneficiaries.

(2) PRHB costs calculated using an actuarial cost method recognized by GAAP are allowable If they are
lunded for that year within six months after the end of that year. Costs funded after the six month period
(or a later period agreed to by the cognizant agency) are allowable in the year funded. The cognizant
agency may agree to an extenslon of the six month period if an appropriate adjustment is made to
compensate for the timing of the charges to the Federal Government and related Federal
reimbursements and the governmental unit's contributions to the PRHB fund. Adjustments may be made
oy cash refund, reduction in current year's PRHB costs, or other equitable procedures to compensate
he Federal Government-for the lime value of Federal reimbursements In excess of contributions to the

PRHB fund.

3) Amounts funded in excess of the actuarlally determined amount for a fiscal year may be used as the -

jovernment's contribution in a fufure period.

4) When a governmental unit converts to an acceptable actuarial cost method and funds PRHB costs in
wccordance with this method, the initial unfunded liability atlributable fo prior years shall be aflowable if
imortized over a period of years in accordance with GAAP, or, if no such GAAP period exists, over a

»eriod negotiated with the cognizant agency.

5) To be allowable in the current year, the PRHB costs must be paid either to:
a) An Insurer or other benefit provider as current year costs or premiums, or

b) An insurer or trustee to maintain a trust fund or reserve for the sole purpose of providing post-
etirement benefits to retirees and other beneficlarles.

6) The Federal Government shall receive an equitable share of any amounts of previously allowed post-
etirement benefit costs (including earnings thereon) which revert or inure to the governmental unit in the

orm of a refund, withdrawal, or other credit.

. Séverance pay.

1) Payments In addition to regular salaries and wages made to workers whose employment is being
erminated are allowable fo the extent that, in each case, they are required by law, employer-employee

igreement, or established written policy.

2) Severance payments (but not accruals) assoclated with normal turnover are allowable. Such
yayments shall be allocated to all activilies of the governmental unit as an indirect cost.

3) Abnormal or mass severance pay will be considered on a case-by-case basis and is allowable only if

ipproved by the cognizant Federal agency.

1. Support of salaries and wages, These standards regarding time distribution are in addition fo the
standards for payroll documentation.

'{) Charges to Federal awards for salaries and wages, whether treated as direct or indirect costs, will be
»ased on payrolls documented In accordance with generally accepted praclice of the governmental unit

and approved by a responsible official(s) of the governmentaf unit,

{Zj No further documentation is required for the salaries and wages of employees who work In a single
indirect cost activily.

(3) Where employees are expecled to work salely ona single Federal award or cost objective, charges
for their salaries and wages will be supported by periodic certifications that the employees worked solely

on that program for the period covered by the certification. These certifications will be prepared at least
semi-annually and will be signed by the employee or supervisory officlal having first hand knowledge of

the wark performed by the employee.
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4) Where employees work on muliple activities or cost objectives, a distribution of their salaries or
vages will be supported by personnel activity reports or equivalent documentation which meets the
tandards in subsection 8.h.(6) of this appendix unless a statistical sampling system (see subsection
1.h(B) of this appendix) or other substitute system has been approved by the cognizant Federal agency.
v~ “houmentary support will be required where employees work on:

a) More than one Federal award,

b) A Federal award and a non-Federal award,

c) An indirect cost aclivity and a direct cost activity,

d) Two or more indirect aclivities which are allocated using different allocation bases, or

e) An unallowable aclivity and a direct or indirect cost activity.

5) Personnel activily reports or equivalent documentation must mget the following standards:

a) They must reflect an after-the-fact distribution of the actuat aciivlty of each employee,

b) Théy must account for the total aclivity for which eéch employee is compensated,

c) They must be prepared at least monthly and must coincide with one or more pay beriods. and
d) They must be signed by the employee.

e) Budget estimates or other distribution percentages determined before the services are parfbrmed do
1ot quallfy as support for charges to Federal awards but may be used for interim accounting purposes,
rovided that: .

1) }govemmental unit's system for establishing the estimates produces reasonable approximations
3f tne activity actually performed,

li) At least quarterly, comparisons of actual costs to budgeted distributions based on the monthly activity
‘eports are made. Costs charged to Federal awards to reflect adjustments made as a resuit of the
aclivity actually performed may be recorded annually if the quarterly comparisons show the differences
osetween budgeted and aclual costs are less than ten percent; and :

(ii)) The budget estimates or other dislribution percentages are revised at least quarterly, if necessary, to
reflect changed circumstances.

(6) Substitute systems for allocaling salaries and wages to Federal awards may be used in place of
activity reports, These systems are subject to approval if required by the cognizant agency. Such
systems may include, but are not limited to, random moment sampling, case counts, or other
quantifiable measures of employee effort.

(a) Substitute systems which use sampling methods (primarily for Temporary Assistance to Needy
Families (TANF), Medicald, and other public assistance programs) must meet acceptable statistical
sampling standards including: :

() The sampling universe must include all of the employees whose salaries and wages are to be
allocated based on sample resulls except as provided in subsection 8.h.(6)(c) of this appendix;

(i) The entire ime period involved must be covered by the sample; and
(i} The results must be stalistically valid and applied to the period being sampled.

(r  5cating charges for the sampled employees' supervisors, clerical and-supporf staffs, based on the
re...s of the sampled employees, will be acceptable.

(c) Less than full compliance with the statistical sampling standards noted in subsection 8.h.(6)(a) of this
appendix may be accepted by the cognizant agency if it concludes that the amounts to be allocated to
Federal awards will be minimal, or if it concludes that the system propossd by the governmental unit will
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result in lower costs to Federal awards than a system which complles with the standards.

(7) Salaries and wages of employees used in meefing cost sharing or matching requirements of Federal

awargs must be supported in the same manner as those claimed as allowable costs under Federal
awargas.

i. Donated services.

(1) Donated or volunteer services may be furnished to a governmental unit by professional and technical
personnel, consultants, and other skilled and unskilled labor. The value of these services is not
reimbursable elther as a direct or Indirect cost, However, the value of donated services may be used fo
meet cost sharing or matching requirements in accordance with the provisions of the Common Rule,

@ The value of donated services utllized in the performance of a direct cost aclivity shall, when material
in amount, be cansidered in the determination of the governmental unlit's indirect costs or rate(s) and,
accordingly, shall be allocated a proportionate share of applicable indirect costs.

(3) To the extent feasible, donaled services will be supported by the same methods used by the
governmental unit fo support the allocabilily of regular personnel services. .

9. Contingency provisions. Contributions to a contingency reserve or any similar provision made for
events the occurrence of which cannot be foretold with certainty as to time, infensity, or with an
assurance of thelr happening, are unallowable. The term “contingency reserve” excludes self-insurance
reserves (see seclion 22.c. of this appendix), pension plan reserves (see section 8.s.), and post-
relirement health and other benefit reserves (section 8.f.) computed using acceptable actuarial cost

methods.

10. Defense and proseculion of criminal and civil proceedings, and claims.

a, The following costs are unallowable for contracts covered by 10 U.S.C, 2324(k), “Allowable costs
under defense contracts.”

(1) Costs incurred in defense of any civll or criminal fraud proceeding or similar proceeding (including
filing of false ceriification brought by the United States where the contractor is found ltable or has
pleaded nolo contendere to a charge of fraud or similar proceeding (including filing of a false

certification). :

(2) Cosls incurred by a contractor in connection with any criminal, civil or adminisirative proceedings
commenced by the United States or a State to the extent provided in 10 U.S.C. 2324(k).

b. Legal expenses required in the administration of Federal programs are allowable. Legal exbenses for
prosecution of claims against the Fedsral Government are unallowable.

11. Depreciation and use allowances.

a. Depreciation and use allowances are means of allocating the cost of fixed assets fo periods beneflting
from asset use. Compensalion for the use of fixed assets on hand may be made through depreclation or
use allowances. A combination of the two methods may not be used in cannection with a single class of
fixed assels ( e.g. , buildings, office equipment, computer equipment, efc.) except as provided for in
subseclion g. Except for enterprise funds and internal service funds that are included as partof a
State/local cost allocation plan, classes of assets shall be determined on the same basis used for the

government-wide financlal statements.

b. The compulation of depreciation or use allowances shall be based on the acqulsition cost of the
assets involved. Where actual cost records have not been maintained, a reasonable estimate of the
original acquisition cost may be used. The value of an asset donated to the governmental unit by an
unrelated third party shall be its fair market value at the time of donation. Governmental or quasl- i
governmental organizations located within the same State shall not be considered unrelated third parties

for this purpose.

c. The compultation of depreciation or use allowances will exclude:

(1) The cost of land;

T
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) Any portion of the cost of buildings and equipment borne by or donated by the Federal Government
espective of where title was originally vested or where it presently resides; and

) A= portion of the cost of buildings and equipment contributed by or for the governmental unit, or a
k- jlonor organization, in satisfaction of a matching requirement. )

Where the depreclation method is followed, the foliowing general criteria apply:

) The period of useful service (useful life) established in each case for usable capital assels must take
to consideration such factors as type of construction, nature of the equipment used, historical usage
tems, technological developments, and the renewal and replacement policies of the governmental

it followed for the Individual items or classes of assets involved. In the absence of clear evidence
dicating that the expacted consumption of the asset will be significantly greater in the early portions

an in the later portlons of its useful life, the sfralght line method of depreciation shall be used.

) Depreciation methods once used shall not be changed unless approved by the Federal cognizant or
varding agency. When the depreciation method is introduced for application to an asset previously
ibject to a use allowance, the annual depreciation charge thereon may not exceed the amount that
ould have resulted had the depreciation method been in effect from the date of acqulsition of the asset,
1e combination of use allowances and depreciation applicable to the asset shall not exceed the total
:quisition cost of the asset or fair market value at time of donation,

When the depreciation method is used for buildings, a building's shell may be segregated from the
ajor component of the bullding (e.g. , plumbing system, heating, and air condilloning system, etc.) and
1ch major component depreciated over its estimated useful life, or the entire bullding ( i.e. , the shell
1d all components) may be treated as a single asset and depreclated over a single useful iife.

Where the use allowance method Is followed, the following general criteria apply:

) The use allowance for bulldings and improvements (Including land improvements, such as paved
arking areas, fences, and sidewalks) will be computed at an annual rate not exceeding two percent of
cr-"~ition cosls. :

3 Thé use allowance for equipment will be computed at an annual rate not exceeding 62/3percent of
cquisition cost. : :

J) When the use allowance method is used for bulldings, the entire building must be treated as a single
sset; the building's components (e.g. , plumbing system, heating and air condition, etc.) cannot be
egregated from the bullding's sheil. The two percent limitation, however, need not be applied to
quipment which is merely attached or fastened to the buliding but not permanently fixed to it and which
» used as furnishings or decorations or for specialized purposes ( e.g. , dentist chairs and dental
ealment units, counters, laboratory benches bolted to the floor, dishwashers, modular fumiture,
arpeting, etc.). Such equipment will be considered as not being permanently fixed to the building if it
an be removed without the destruction of, or need for costly or extensive alterations or repalrs, to the
ullding or the equipment. Equipment that meets these criteria will be subject to the 62/3percent
quipment use allowance limitation.

. A reasonable use allowance may be negotiated for any assets that are consldered to be fully
lepreciated, after taking into consideration the amount of depreciation previously charged to the
jovernment, the estimated useful life remalning at the time of negotiation, the effect of any increased
naintenance charges, decreased efficiency due to age, and any other factors perlinent to the utilization
f the asset for the purpose contemplated. : ‘

1. Charges for use allowances or depreciation must be supported by adequate property records.
*hyslcal inventorles must be taken at least once every two years (a statistical sampling approach is
wcceptable) to ensure that assets exist, and are in use. Governmental units will manage equipment in
iccordance with State laws and procedures, When the depreclafion method Is followed, depreciation
ecords indicating the amount of depreciation taken each period must also be maintained.

|2. Donations and contribulions.

1. Guritributions or donations rendered. Contributions or donations, including cash, property, and
services, made by the governmental unit, regardless of the reciplent, are unallowable,

>. Donated services received:
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. (1) Donated or volunteer services may be furnished to a governmental unit by professionsl and technical
personnel, consultants, and other skilled and unskilled labor, The value of these services Is not
reimbursable elther as a direct or indirect cost. However, the value of donated services may be used to
meet cost sharing or matching requirements In accordance with the Federal Grants Management

Common Rule.

(2) The value of donated services ulilized in the performance of a direct cost activity shall, when materlal
in amount, be considered in the determination of the governmental unit's indirect costs or rate(s) and,
accordingly, shall be allocated a proportionate share of applicable indlrect costs.

(3) To the extent feasible, donaled services will be supported by the same methods used by the
governmental unit to support the allocability of regular personnel sefvices. .

13, Employee morals, heallh, and welfars costs.

a. The costs of employee information publications, health or first-aid clinics and/or infirmarles,
racreational aclivilies, employee counseling services, and any other expenses incurred In accordance
with the governmental unif's established practice or custom for the improvement of waorking conditions,
employer-employee relations, employee morale, and employee performance are allowable.

b. Such costs will be equitably apportioned fo all activifies of the governmental unit. Income generated
from any of these aclivities will be offset against expenses.

14. Entertainment. Costs of enteriainment, including amusement, diversion, and sacial activities and any
costs directly assoclated with such costs (such as tickets to shows or sports evenis, meals, lodging,
rentals, transportation, and gratulties) are unallowable.

15. Equipment and other capital expenditures.
a. For purposes of this subsection 15, the following definitions apply:

(1) "Capltal Expenditures® means expenditures for the acquisition cost of capital assets (equipment,
buildings, fand), or expendilures to make improvements to capital assets that materially increase thelr
value or useful life. Acquisition cost means the cost of the asset including the cost to put itin place.
Acquisition cost for equipment, for example, means the net Invoice price of the equipment, including the
cost of any modifications, attachments, accessories, or auxiliary apparatus necessary to make I usable
for the purpose for which It Is acquired. Ancillary charges, such as taxes, duty, protective In fransit.
insurance, freight, and Installation may be included in, or excluded from the acquisition cost in
accordance with the governmental unil's regular accounting practices.

(2) “Equipment” means an article of nonexpendable, tangible pérsonal property having a useful life of
more than one year and an acquisition cost which equals or exceeds the lesser of the capitalization level
established by the governmental unit for financlal statement purposes, or $5000. :

(3) “Special purpose equipment” means equipment which Is used only for research, medical, sclentific,
or other-technical activities. Examples of special purpose equipment include microscopes, x-ray
machines, surgical instruments, and spectrometers. ‘

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

b. The following rules of allowablity shall apply fo equipment and.other capltal expenditures:

(1) Capital expenditures for general purpose equipment, bulldings, and fand are unallowable as direct
charges, except where approved in advance by the awarding agency.

(2) Capital expenditures for speclal purpose equipment are allowable as direct costs, provided that items
with a unit cost of $5000 or more have the prior approval of the awarding agency. :

(3) Capltal expenditures for improvements to land, buildings, or equipment which materfally increase
thelr value or useful life are unallowable as a direct cost except with the prior approval of the awarding

agency.
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(4) When approved as a direct charge pursuant to section 15.b(1), (2), and (3)of this appendix, capital-
expenditures will be charged in the period in which the expendilure is incurred, or as otherwise
determined appropriate and negotiated with the awarding agency, In addition, Federal awarding
aggrlgies are authorized at their option to waive or delegate the prior approval requirement.

]

(5 cquipment and other capltal expenditures are unallowable as indirect costs, However, see section 11
of this appendix, Depreciation and use allowance, for rules on the allowability of use allowances or
depreciation on buildings, capital improvements, and equipment, Also, see section 37 of this appendix,
Rental costs, concerning the allowablility of rental coste for land, buildings, and equipment.

may be recovered by continuing to claim the otherwise allowable use allowances or depreciation on the
equipment, or by amortizing the amount to be written off over a period of years negotiated with the
cognizant agency.

(6) The unamortized portion of any equipment written off as a result of a change in capitalization levels

(7) When replacing equipment purchased In whole or in part with Federal funds, the governmental unit
may use the equipment to be replaced as a trade-In or sell the property and use the praceeds to offset
the cost of the replacement property. '

18. Fines and penallies. Fines, penalties, damages, and other setiiements resulting from violations (or
alleged violations) of, or failure of the governmental unit to comply with, Federal, State, local, or Indian
lribal laws and regulations are unallowable except when incurred as a result of compliance with specific
provisions of the Federal award or written instructions by the awarding agency authorizing in advance
such payments.

17. Fund raising and investment management costs.

a. Costs of organized fund raising, including financlal campaigns, solicitation of gifts and bequests, and
similar expenses Incurred {o raise capital or oblain contributions are unallowable, regardiess of the
purpose for which the funds will be used,

5. ~~sts of investment counse! and staff and similar expenses incurred to enhance income from
ir /Jnents are unallowable. However, such costs assaciated with Investnients covering pension, self-

insurance, or other funds which include Federal participation allowed by this and other appendices of 2
CFR part 225 are allowable,

c. Fund raising and investment activities shall be allocated an appropriate share of indirect costs under
the conditions described In subsection C.3.b. of Appendix A to this part.

18. Gains and losses on disposition of depreciable property and other capital assets and substantial
relocation of Federal programs.

2. (1) Galns and losses on the sale, retirement, or other disposition of depreclable property shall be
ncluded in the year in which they occur as credits or charges to the asset cost grouping(s) in which the
property was Included. The amount of the gain or loss to be included as a credit or charge to the
appropriate asset cost grouping(s) shall-be the difference between the amount realized on the property
and the undepreclated basis of the property.

(2) Gains and losses on the disposition of depreclable property shall not be recognized as a separate
credit or charge under the following conditions: X

(a) The gain or loss is processed through a depreciation account and is reflected in the depreciation
allowable under sections 11 and 15 of this appendix. :

(b) The property is given in exchange as part of the purchaée price of a similar item and the gain or loss
is taken Into account in determining the depreciation cost basis of the new item.

(c) A loss results from the fallure to maintain permissible insurance, except as otherwise provided in
subsection 22.d of this appendix. ,

(d) ,aénpensatlon for the use of the property was provided through use allowances in lieu of
deprectation,

b. Substantial relocation of Federal awards from a facility where the Federal Government particlpated In
the financing to another facility prior to the expiration of the useful life of the financed facllity requires
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Federal agency approval. The exlent of the relocation, the amount of the Federal participation in the
financing, and the depreciation charged o date may require negotiation of space charges for Federal
awards. '

¢. Gains or losses of any nalure arising from the sale or exchange of property other than the property
covered in subseclion 18,a. of this appendix, e.g. , land or Included In the fair market value used in any
adjustment resuilting from a relocatlon of Federal awards covered In subsection b. shall be excluded in
computing Federal award costs. '

18. General govemment expenses.

3, The general cosls of government are unallowable (except as provided In section 43 of this appendix,
lrave! costs). These-include: - :

1) Salaries and expenses of the Office of the Governor of a State or the chief execulive of a political
subdivision or the chief executive of federally-recognized Indian tribal government;

2) Salaries and other expenses of a State legislature, tribal council, or similar local governmental body,
iuch as a county supervisor, city councll, school board, etc., whether incurred for purposes of legisfation
r executive qtrectlon;

3) Costs of the judiclary branch of a government;

4) Costs of prosecutorial activities unless freated as a direct cost to a specific program if authorized by

rogram statute or regulation (however, this does not preclude the allowabllity of other legal activitles of

ne Altorney General); and

5) Costs of other general types of government services normally provided to the general public, such as
re and police, unless provided for as a direct cost under a program statute or regulation.

{
. For federally-recognized Indian fribal governments and Counclis Of Governments (COGs), the portion
f salaries and expenses directly affributable to managing and operating Federal programs by the chief
xecutive and his staff is allowable,

0. Goods or serviges for personal use. Costs of goods or services for personal use of the governmental
nit's employees are unallowable regardless of whether the cost is reporled as taxable income to the

mployees.
1. lole facllities and Idle capacily.
s used in this section the following ferms have the meanings set forth below:

1) “Facilities” means land and buildings or any portion thereof, equipment individually or colleclively, or
ny other tanglble capita! asset, wherever located, and whether owned or leased by the governmental

nit. )

2) “Idle facilities® means completely unused facllitles that are excess to the governmental unit's current
eeds.

3) “Idie capacity” means the unused capacity of partially used facilities. It is the difference between: that
thich a facllity could achieve under 100 percent operating tiime on a one-shift basis less operating
terruptions resulting from time lost for repairs, setups, unsatisfactory materials, and other normal
elays; and the extent fo which the facllily was actually used to- meet demands during the accounting
eriod. A multi-shift basis should be used if it can be shown that this amount of usage would normatly be

xpected for the type of facillty involved. :

) “Cost of idle facliities or idle capacity” means costs such as maintenance, repalr, housing, rent, and
ther refated costs, e.g., Insurance, interest, property taxes and depreciation or use allowances.

. The costs of idle facllities are unallowable except to the exlent that:

) They are necessary to meet flucluations in workload; or
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2) Although not necessary to mest fluctuations in workload, they were necessary when acquired and
re now idle because of changes in program requirements, efforts to achleve more economical
perations, reorganization, termination, or other causes which could hot have been reasonably
reseen. Under the exception stated in this subsection, costs of idle facliitles are allowable for a

32~ "ble period of time, ordinarily not to exceed one year, depending on the initiative taken to use,
@ Jr dispose of such facilities. :

. The costs of idle capacily are normal costs of doing business and are a factor in the normal
uctuations of usage or indirect cost rates from perlod to period, Such costs are allowable, provided that
1e capacily Is reasonably anticipated to be necessary or was originally reasonable and is not subject to
:duction or elimination by use on other Federal awards, subletling, renting, or sale, In accordance with
ound business, economic, or securily practices, Widespread idle capacity throughout an entire facliity
ramong a group of assets having substantially the same function may be considered Idle facllities.

2. Insurance and Indemnification.

. Costs of insurance required or approved and malntained, pursuant to the Federal award, are
llowable, .

. Gosts of other Insurance in connection with the genaral conduct of activitles are allowable subject to
1e following limitations;

') Types and extent and cost of coverage are In accordance with the governmental unit's policy and
Jund business practice,

) Costs of insurance or of contributions fo any reserve covering the risk of loss of, or damage to,
ederal Government property are unaflowable except to the extent that the awarding agency has
pecifically required or approved such costs,

. Actual losses which could have been covered by permissible insurance (through a self-insurance
rogram or otherwlise) are unallowable, unless expressly provided for in the Federal award or as
esr-hed below. However, the Federal Government will participate in actual losses of a self insurance
I stare in excess of reserves. Costs Incurred because of losses not covered under nominal
eduiible Insurance coverage provided in keeping with sound management praclice, and minor losses
ot covered by insurance, such as spoilage, breakage, and disappearance of small hand tools, which
ceur in the ordinary course of operations, are allowable.

. Conlributions to a reserve for certain self-insurance progranis including workers compensation,
nemployment compensation, and severance pay are allowable subect to the following provisions:

1) The type of coverage and the extent of coverage and the rates and premiums would have been -
llowed had Insurance (including reinsurance) been purchased to cover the risks. However, provision for
nown or reasonably estimated self-nsured liabilities, which do not become payable for more than one
ear after the provision is made, shall not exceed the discounted present value of the liablfity. The rate
sed for discounting the (fabllity must be determined by giving consideration to such factors as the
overnmental unit's settiement rate for those liabllities and its investment rate of return.

2) Earnings or investment income on reserves must be credited to those teserves.

3) Contributions to reserves must be based on sound actuarial principles using historical experience

nd reasonable assumptions. Reserve levels must be analyzed and updated at least biennislly for each
rajor risk being insured and take into account any reinsurance, coinsurance, etc. Reserve levels related
> employee-related coverages will normally be limited to the value of claims submitted and adjudicated
ut not paid, submitted but not adjudicated, and incurred but not submilted. Reserve levels in excess of
ne amounts based on the above must be identified and justified In the cost allocation plan or Indirect
.ost rate proposal. .

4) Accounting records, actuarlal studies, and cost allocations (or billings) must recognize any significant
lifferences due to types of insured risk and losses generated by the various insured activities or
\gencies of the governmental unit. If individual departments or agencles of the governmental unit -

xp nee significantly different levels of claims for a particular rigk, those differences are to be

ec. _ .zed by the use of separate allocations or other techniques resulting in an equitable allocation. -

5) Whenever funds are transferred from a self-Insurance reserve to other accounts (e.g.. general fund),
efunds shall be made to the Federal Government for its share of funds transferred, including earned or
mputed interest from the date of fransfer.”
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e. Actual clalms pald to or on behalf of employees or former employees for workers’ compensation,
unemployment compensallon, severance pay, and similar employee benefis (e.g., subsection 8.1. for
_ post retirement health benefits), are allowable in the year of payment provided the governmental unit
follows a consistent costing policy and they are allocated as a general adminisirafive expense o all .
aclivitles of the governmental unit. ' Y
: /

f. Insurance refunds shall be credited against insurance costs in the year the refund is received.

g. Indemnification Includes securing the governmental unit against liabilities to third persons and other
losses not compensated by insurance or otherwise. The Federal Government is obligated to indemnify
the governmental unit only to the extent expressly provided for in the Federal award, except as provided

In subsectlon 22.d of this appendix.

h. Costs of commerclal insurance that protects against the costs of the confractor for correction of the
contractor's own defects In materials or workmanship are unallowable.

23. Interest.

a. Costs incurred for Interest on borrowed capltal or the use of a governmental unit's own funds,
however represented, are unallowable except as specifically provided [n subsection b. or authorized by

Federal legislation.

b. Financing costs (including interest) paid or incurred which are associated with the otherwise allowable
costs of building acquisition, construction, or fabrication, reconstruction or remadeling completed on or
after October 1, 1980 Is allowable subject to the conditions in section 23.b.(1) through (4) of this
appendix. Financing costs (including Interest) paid or incurred on or after September 1, 1995 for land or
associated with otherwise allowable costs of equipment is allowable, subject to the conditions In section

23.b. (1) through (4) of this appendix.

(1) The financing Is provided (from other than fax or user fee sources) by a bona fide third parly exlernal
to the governmental unit; )

(2) The assets are used in support of Federal awards; ' o

(3) Earnings on debt service reserve funds or interest earned on borrowed funds pending payment of the
construclion or acquisition costs are used to offset the current period's cost or the capitalized interest, as
appropriate. Eamings subject to being reported to the Federal internal Revenue Service under arbltrage

requirements are excludable.

(4) For debt arrangements over $1 million, unless the governmental unit makes an Initial equity
contributlon to the asset purchase of 25 percent or more, the governmental unlt shall reduce claims for
nterest cost by an amount equal fo imputed interest earnings on excess cash fiow, which Is fo be
calculated as follows. Annually, non-Federal entities shall prepare a cumulalive (from the inception of the
project) report of monthly cash flows that inciudes inflows and outflows, regardiess of the funding
source. Inflows consist of depreciation expense, amoriization of capitalized consiruction interest, and
annual interest cost. For cash flow calculations, the annual inflow figures shall be divided by the number
of months in the year (l.e., usually 12) that the building {s in service for monthly amounts. Outflows
consist of Initial equity contributions, debt principal payments (less the pro rata share afirlbutable to the
unallowable costs of land) and interest payments. Whete cumulative inflows exceed cumulative
oulflows, interest shall be calculated on the excess inflows for that period and be freated as a reduclion
to allowable interest cost. The rate of interest to he used to compute earnings on excess cash flows shall
be the three-month Treasury blil closing rate as of the last business day of that month.

() Interest attributable to fully depreclated assets is unallowable.

24, Lobbying.

a. General. The cost of certain influencing activities associated with obtaining grants, contracls,

cooperative agreements, or loans is an unallowable cost. Lobbying with respect to certaln grants,

contracts, coaperative agreements, and loans shall be governed by the common rule, "New Restrctions .
on Lobbying" (see Seclion J.24 of Appendix A to 2 GFR part 220), including definitions, and the Office of }
Management and Budget “Government-wide Guidance for New Restrictions on Lobbying" and notices -
published at 54 FR 52306 (December 20, 1988), 55 FR 24540 (June 15, 1980), and 57 FR 1772

(January 15, 1992), respectively.
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« Executive lobbying costs. Costs incurred in attempting fo Improperly influence either directly or
wdirectly, an employee or officer of the Executive Branch of the Federal Government to give .
onslderatlon or to act regarding a sponsored agreement or a regulatory matter are unallowable,
nproper Influence means any influence that induces or tends to induce a Federal employee or officer to

ive consideration or to act regarding a federally-sponsored agreement or regulatory matter on any
7 “ther than the merits of the matter.

5. Maintenance, operations, and repairs. Uniess prohibited by law, the cost of utilities, insurance,
ecurity, janitorial services, elevator service, upkeep of grounds, necessary maintenance, normal repairs
nd alterations, and the like are allowable to the extent that they: keep property (including Federat
roperty, unless otherwise provided for) in an efficient operating condition, do not add to the permanent
alue of property or appreciably prolong its intended life, and are not otherwise included in rental or

ther charges for space. Costs which add to the permanent value of properly or appreclably prolong its
tended life shall be treated as capital expenditures (see sections 11 and 15 of this appendix).

8. Materials and supplies costs.

. Costs incurred for materials, supplies, and fabricated parts necessary to carry out a Federal award
re allowable, :

Purchased materials and supplies shall be charged at their actual prices, net of applicable credits.
fithdrawals from general stores or stockrooms should be charged at their actual net cost under any

:cognized method of pricing inventory withdrawals, consistently applied. Incoming transportation
1arges are a proper part of materials and supplies costs,

Only materials and supplies acfually used for the performance of a Federal award may be charged as
rect costs.

Where federally-donated or furnished materials are used in péerforming the Federal award, such
raterials will be used without charge.

7. Meelings and conferences. Costs of meetings and conferences, the primary purpose of which Is the

s~~qination of technical information, are allowable. This includes costs of meals, fransportation, rental

I Jlies, speakers' fees, and other items incidental to such meetings or conferences, But see section
4, catertainment costs, of this appendix. '

3. Memberships, subscriptions, and professional activily costs.

Costs of the governmental unif's memberships in business, technical, and professionat organizations
e allowable.

Costs of the governmental unit's subscriptions to business, professional, and technical periodicals are
jowable, .

Costs of membershlip in clvic and community, soclat organizations are allowable as a direct cost with
e approval of the Federal awarding agency.

Costs of me'mbershlp in organizations substantially engaged in lobbying are unallowable.

). Palent costs.

The following costs relating to patent and copyright matlers are allowable: cost of preparing
sclosures, reports, and other documents required by the Federal award and of searching the art to the
dent necessary to make such disclosures; cost of preparing documents and any other patent costs in
»nnection with the filing and prr~ecution of a United States patent application where title or royalty-free
;ense Is required by the Federz. Government to be conveyed fo the Federal Governmient; and general
unseling services relating to patent and copyright matters, such as advice on patent and copyright
ws, regulations, clauses, and employee agreements (but see sections 32, Professional service costs,
1d 38, Royalties and other costs for use of patents and copyrights, of this appendix).

Jollowing costs related to patent and copyright matter are unallowable: Cost of preparing
Su..uires, reports, and other documents and of searching the art to the extent necessary to make
sclosures not required by the award; costs in connection with filing and prosecuting any foreign patent
splication; or any United States patent application, where the Federal award does not require
mveying tille or a royalty-free license to the Federal Government (but see section 38, Royaltles and
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other costs for use of patents and copyrights, of this appendix).

30. Plant and homeland securily costs. Necessary arid reasohable expenses incured for routine and
homeland secyrlly {0 protect faclliities, personnel, and work products are allowable. Such costs include,
but are not limited o, wages and uniforms of personnel engaged in secutlly activities; equipment;
barriers; contractual security services; consulfants; efc. Capital expenditures for homeland and plant
security purposes are subject to seclion 16, Equipment and other capital expenditures, of this appendix. -

31. Pre-award cosls. Pre-award cosls are those incurred prior to the effective date of the award directly
sursuant to the negotiation and in anficipation 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 .
axfent that they would have been allowable If Incurred after the date of the award and only with the
wrilten approval of the awarding agency. ‘

32, Professional service costs.

. Costs of professional and consullant services rendered by persons who are members of a particular
wofession or possess a special skill, and who are not officers or employees of the governmental unlt,

ire allowable, subject to subparagraphs b and ¢ when reasonable In relation to the services rendered
ind when not contingent upon recovety of the costs from the Federal Government. In addition, legal and
elated services are limited under section 10 of this appendix,

1. In determining the allowability of costs in a particular case, no single factor or any speciai combination
if factors Is necessarily determinative. However, the following factors are relevant;

1) The nalure and scope of the service rendered in relation to the service required.

2) The necessily of contracting for he service, consldering the governmental unit's capability in fhe
iarticular area, o

3) The past pattern of such costs, particularly in the years prior to Federal awards.

) Th():z impact of Federal awards on the governmental unit's business ( i.e. , what new problems have
risen). )

5) Whether the proportion of Federal work to the governmental unit's total business Is such as to
Wiuence the governmental unit In favor of Incurring the cost, particularly where the services rendered
re not of a continuing nature and have little relationship to work under Federal grants and contracts.

3) Whether the service can be performed more economically by direct employment rather than
ontracting.

7) The qualificatlons of the individual or concern rendering the service and the customary fees charged,
specially on non-Faderal awards.

8) Adequacy of the contractual agreement for the service ( e.g. , description of the service, estimate of
me required, rate of compensation, and termination provisions).

. In addilion to the facfors in subparagraph b, retainer fees to be allowable must be supported by
wallable or rendered evidence of bona fide services avallable or rendered.

13, Proposal costs. Costs of preparing proposals for potentlal Federal awards are allowable. Proposal
osts should normally be treated as indirect costs and should be allocated fo all activities of the
jovernmental unit ul_zing the costallocation plan and indirect cost rate proposal. However, proposal
osts may be charged directly to Federal awards with the prior approval of the Federal awarding agency.

\4. Publicalfon and printing cosls. '

. Publication costs include the costs of printing (including the processes of composition, plate-making,
rress work, binding, and the end producls produced by such processes), distribution, promotion,
nalling, and general handling. Publication costs also include page charges in professional publications.

). Ifthese costs are not identifiable with a particular cost objective, 1hey should be allocated as indirect
'osts to all benefiting actlvities of the governmental unit.
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hPage charges for professional joumal publications are allowable as a necessary parnt of research costs
ere: :

) T_h‘e\ research papers report work supported by the Federal Government; and
/

) Thé charges are levied imparilally on all research papers published by the journal, whether or not by
derally-sponsored authors.

5. Rearrangement and alleration costs. Costs Incurred for ordinary and normal rearrangement and-
teration of faciiitles are allowable. Special arrangements and alterations costs incurred specifically.for a
:deral award are allowable with the prior approval of the Federal awarding agency.

3. Reconversion costs. Costs Incurred in the restoration or rehabilitation of the govermental unit's
cilittes to approximately the same condition existing immediately prior to commencement of Federal
vards, less costs related to normal wear and tear, are allowable.

1. Rental costs of buildings and equipment.

Subject to the limitations described in subsections b. through d. of this section, rentat costs are
lowable to the extent that the rales are reasonable In light of such factors as; rental costs of
)mparable properly, if any; market conditions in the ares; alternalives available; and the type, iife
tpectancy, condition, and value of the properly leased. Renta) arrangements should be reviewed
wiodically to determine if circumstances have changed and other options are available.

Rental costs under “sale and lease back” arrangements are allowable only up io the amount that
ould be allowed had the governmental unit continued to own the property. This amount would include
«penses such as depreciation or use allowance, malntenance, taxes, and insurance,

Rental costs under “less-than-arm's-length” leases are allowable only up to the amount (as explained
section 37.b of this appendix) that would be allowed had titie to the property vested in the

»vemmental unit, For this purpose, a less-than-arm's-length lease is one under which one party to the

¢ ygreementis able to controf or substantially influence the actions of the other. Such Jeases

¢ _J, butare not limited to those between divisions of a governmental unit; governmental units under
»mmon control through common officers, directors, or members; and a governmental unit and a

rector, trustee, officer, or key employee of the governmental unit or his immediate family, either directly
 through corporations, trusts, or similar arrangements in which they hold a controlling interest. For
xample, a governmental unit may establish a separate corporation for the sole purpose of owning
roperty and {easing It back fo the governmental unit.

. Rental costs under leases which are required to be treated as capital leases under GAAP are
lowable only up to the amount (as explained in subsection 37.b of this appendix) that would be allowed
ad the governmental unit purchased the properly on the date the lease agreement was executed. The
rovisions of Financial Accounting Standards Board Statement 13, Accounting for Leases, shali be used
) determine whether a leasa is a capital lease. interest costs related to capital leases are allowable to
le extent they meat the criteria in seclion 23 of this appendix. Unallowable costs include amounts paid
ir profit, management fees, and taxes that would not have been incurred had the governmental unit
urchased the facllity.

8. Royalties and other costs for the use of patents.

. Royalties on a patent or copyright or amortization of the cost of acquiring by purchase a copyright,
atent, or rights thereto, necessary for the proper performance of the award are allowable unless:

1) The Federal Government has a license or the right to free use of the patent or copyright.

2) The patent or copyright has been adjudicated to be invalid, or has been adminlsfratlvely determined
3 be invalfid.

3) The patent or copyright is considered to ba unenforceable.
4) . .5 patent or copyright is expired.

 Special care should be exercised in determining reasonableness where the royalties may have been
wrived at as a result of less-than-arm's-length bargalning, e.g..
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1) Royalties paid to persons, including corporations, affiliated with the governmental unit. | |

2) Royallies paid to unaffliiated parties, Including corporations, under an agreement entered into in
ontemplation that a Federal award would be made.

3) Royalties pald under an agreement entered Into after an award Is made to a govenmental unit.

. In'any case involving a patent or copyright formerly owned by the governmental unit, the amount of
syalty allowed should not exceed the cost which would have been allowed had the governmental unit

atained title thereto. ) .

9. Selling and markeling. Costs of selling and marketing any products or services of the governmentai
nit are unallowable (unless allowed under section 1. of this appendix as allowable public relations costs

r under section 33. of this appendix as allowable proposal costs.

0. Taxes.

. Taxes that a governmental unitIs legally required to pay are allowable, except for self-assessed taxes
1at disproportionately affect Federal programs or changes in fax policies that disproportionately affect
ederal programs. This provision s applicable to taxes paid during the governmental unil's first fiscal
ear that begins on or after January 1, 1988, and applies thereafter.

. Gasoline taxes. motor vehicle fees, and other taxes that are in effect user fees for benefits provided to
1e Federal Government are allowable.

. This provision daes not restrict the authority of Federal agencies to identify taxes where Federal
arficipation s inappropriate. Where the identification of the amount of unallowable taxes would require
n inordinate amount of effort, fhe cognizant agency may accept a reasonable approximation thereof.

1, Termination costs applicable to sponsored agreements. Termination of awards generally gives rise
) the incurrence of costs, or the need for speclal freatment of costs, which would not have arisen had

1e Federal award not been terminated. Cost principles covering these ltems are set forth below. They
re to be used In conjunction with the other provisions of this appendix in termination situations.

. The cost of items reasonably usable on the governmental unit's other work shall not be allowable
nless the governmental unit submils evidence that it would not retaln such ltems at cost without
ustaining a loss. In deciding whether such ltems are reasonably usable on other work of the
overnmental unit, the awarding agency should consider the governmental unit's plans and orders for
urrent and scheduled activity. Contemporaneous purchases of common items by the governmental unit
hall be regarded as evidence that such items are reasonably usable on the governmental unit's other
rork. Any acceptance of common items as allocable to the terminated portion of the Federal award shall
& limited to the extent that the quantities of such items on hand, in transit, and on order are in excess of

1e reasonable quantitative requirements of other work. :

. If in a parficular case, despite all reasonable efforts by the governmental unit, certain costs cannot be
liscontinued immediately after the effeclive date of termination, such costs are generally allowable .
vithin the limitatlons set forth in this and other appendices of 2 CFR part 225, except that any such costs
.ontinulng after termination due to the negligent or wiliful fallure of the governmental unit to discontinue

:uch costs shall be unallowable,

. Loss of useful value of special tooling, machinery, and equipment is generally allowable if:

1) Such spectal foollng, special machinery, or equipment is not reasonably capable of use in the other

vork of the governmental unit,
. . g

2) The interest of the Federal Government Is protected by transfer of {ille or by other means deemed '
appropriate by the awarding agency, and . '

'3) The loss of useful value for any one terminated Federal award Is limited to that porlion of the
scquisition cost which bears the same rafio to the total acquisition cost as the terminated portion of the
~ederal award bears to the entire terminated Federal award and other Federal awards for which the

special tooling, machinery, or equipment was acquired.

4. Rental costs under unexpired leases are generally allowable where clearly shown to have been
reasonably necessary for the performance of the terminated Federal award less the residual value of
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such ieases, if:

(1) The amount of such rental claimed does not exceed the reasonable use value of the properly leased
for the period of the Federal award and such further period as may be reasonable, and

N
(«. ‘e governmental unit makes all reasonable efforts to terminate, assign, settle, or otherwise reduce
the cost of such lease. There also may be included the cost of alteralions of such leased property,

provided such alterations were necessary for the performance of the Federal award, and of reasonable
restoration required by the provisions of the lease.

2. Settlement expenses including the following are generally allowable:
1) Accounting, legal, clerical,-and similar costs reasonably necessary for:

) The preparation and presentation to the awérdlng agency of settlement clalms and supporting data
vith respect to the terminated portion of the Federal award, unless the termination is for default (see

Subpart _.44 of the Grants Management Common Rule (see §215.5) implementing OMB Clicular A~
102); and

b) The termination and setlement of subawards.

2) Reasonable costs for the storage, trangportation, protection, and disposition of property provided by
he Federal Government or acquired or produced for the Federal award, except when grantees or
‘ontractors are relmbursed for disposals at a predetermined amount in accordance with Subparis 31
ind _.32 of the Grants Management Common Rule (see §215.6) implementing OMB Circular A-102.

. Claims under subawards, including the aliocable portion of claims which are common to the Federal
ward, and fo other work of the governmental unit are generally allowable. An appropriate share of the
jovernmental unit's indirect expense may be allocated to the amount of seltiements-with subcontractors
ind/or subgrantees, provided that the amount allocated I8 otherwise consistent with the basic guidelines
;ontained in Appendix A to this part. The indirect expense so allocated shall exclude the same and
similar costs claimed directly or indirecliy as settlement expenses.

\

73 .:éining cosls. The cost of training provided for employee development is allowable.

13. Travel costs,

.. General. Travel costs are the expénses for transportation, lodging, subsistence, and related items
ncurred by employees whe are in fravel status on official business of the governmental unit. Such costs
nay be charged on an actual cost basis, on a per diem or mileage basis In lieu of actual costs incurred,
r on a comblination of the two, provided the method used is applied to an entire trip and not to selected
lays of the trip, and results In charges consistent with those normally allowed in like circumstances in
he governmental unil's non-federally-sponsored activities. Notwithstanding the provisions of section 19
f this appendix, General government expenses, travel costs of officials covered by that sectlon are

Mlowable with the prior approval of an awarding agency when they are specifically related to Federal
wards.

). Lodging and subsistence. Costs incurred by employees and officers for travel, including costs of
odging, other subsistence, and incidental expenses, shali be considered reasonable and allowable only
o the extent such costs do not exceed charges normally allowed by the governmental unit in its regular
»perations as the result of the governmental unit's written travel policy. In the absence of an acceptable,
writlen governmental unit policy regarding travel costs, the rates and amounts established under
subchapter | of Chapter 57, Title 6, United States Code (“Travel and Subsistence Expenses; Mileage
Allowances®), or by the Administrator of General Services, or by the President (or his or her designee)

Jursuant to any provisions of such subchapter shall apply to trave! under Federal awards (48 CFR
31.206-46(a)). :

>. Commercial alr travel,

1) Airfare costs in excess of the customary standard commerclal altfare (coach or equivalent), Federal -
3¢ ment contract alifare (where authorized and avallable), or the lowest commerclial discount alrfare
we  4llowable except when such accommodations would:

a) Require circuitous routing;
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(b) Require travel during unreasonable hours;

'c) Excessively prolong travel;

d) Result in additional costs thal would offset the transportation savings; or

e) Offer accommodations not reasonably adequate for the traveler's medical needs. The governmental
init must justify and document these condltions on a case-by-case basis In order for the use of first-
1ass airfare to be allowable In such cases. ’

2) Unless a-pattern of avoldance is detected, the Federal Govemment will generally not question a
jovernmental unit's determinations that customary standard airfare or other discount airfare is
inavailable for specific trips if the govemmental unit can demonstrate elther of the following:

ag) That such alrfare was not available in the specific case; or
3) That it is the governmental unil's overall practice to make routine use of such airfare.

. Alr travel by other than commercial carrier. Costs of travel by governmental unit-owned, -leased, or-
hartered aircraft include the cost of lease, charter, operation (Including personnel costs), maintenance,
epreciation, insurance, and other related costs. The portion of such costs that exceeds the cost of
lowable commercial air travel, as provided for In subsection 43.c. of fiis appendix, is unallowable.

. Foreign travel. Direct charges for foreign travel costs are allowable only when the travel has received
rior approval of the awarding agency. Each separate foreign irip must receive such approval. For
urposes of this provision, “forelgn fravel® includes any travel outside Canada, Mexico, the United
tates, and any United States territories and possessions. However, the term "foreign travel” for a
overnmental unit located in a forelgn country means fravel outside that country. -

ppendix C to Pa& 225—State/Local-Wide Central Service Cost Allocation Plans

Hlion

able of Contents

. General

. Definitions

Billed central services2. Allocated central services3. Agéncy or operating agency '
. Scope of the Central Serv.lce Cost Allocation Plans

. éubmission Requirements

. Documentation Requirements for Submitted Plans

General2, Allocated cenlral services3. Billed servicesa. Generalb, Internal service fundsc. Self-
surance fundsd. Fringe benefitsd. Required certification )

Negofiation and Approval of Central Service Plans

. Other Palicies

Billed central service activities2, Working capltal reserves3. Carry-forward adjustments of allocated
iniral service costs4. Adjustments of bllled central services5. Records retentions. Appeals7. OMB
ssistance State/Local-Wide Central Service Cost Allocation Plans '

General.
Most governmental units provide cerfain services, such as motor pools, computer centers,
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lurchasing, accounting, efc., fo operating agencies on a cenlralized basis.

Since federally-supported
wards are performed within the individual operating agencies, there needs to be a process whereby
1ese central service costs can be identified and assigned to benefitted aclivities on a reasonable and
onsistent basis. The central senice cost allocatlon plan provides that pro

cess. All costs and other data
se“"*q distribute the costs Included in the Plan should be supported by formal accounling and other
& thatwill support the propriety of the costs assigned to Federal awards, .

- Guidelines and illustrations of centraf service cost allocation plans are provided in a brochure

ublished by the Depariment of Health and Human Services entitled "A Gulde for State and Local
iovernment Agencles: Cost Principles and Procedures for Establishing Cost Allacation Plans and
direct Cost Rates for Grants and Contracts with the Federal Government” A copy of this brochure may

ith
& obtained from the Superintendent of Documents, U.S, Government Printing Office, Washington, DC

0401,

. Definitions.

‘Bllled central services” means central services that are billed to benefitted agencies ang/or programs

1 an Individual fee-for-service or simifar basls. Typical examples of billed centra services include
ymputer services, transportation services, insurance, and fringe benefits,

“Allocated central sepvices” means central services that benefit operating agencies but are not billed l
the agencies on a fee-for-service or simitar basis. These costs are allocated to benefitted agencies on

Jme reasonable basls, Examples of such services might include general accounting, personnel
iministration, purchasing, etc,

“Agency or operating agency” means an organizational unit or sub-division within & governmental unit
at Is responsible for the performance or administration of awards or activities of the governmental unit,

. Scope of the Cenlral Service Cost Allocation Plans. The central service cost allocation plan wifl

clude all central service costs that wiif be claimed (elther as a bilted or an allocated cost) under Federal

vards and will be documented as described In section E. Costs of central services omitted from the
an will not be reimbursed,

. ./;ﬂsslon Requirements.

Each local government that has been designated as a “major local government® by the Office of

anagement and Budget (OMBY) Is also required to submit a plan to Ifs cognizant agency annually. OMB
riodically Hists major local governments in theFederal Register.

All central service cost allocation plans will be prepared and, when required, submitted within six
nths prior to the beginning of each of the governmental unit's fiscal years in which it proposes fo

im central service costs. Extensions may be granted by the cognizant agency on a case-by-case
5is. .

Dacumentation Requirements for Submitted Plans. The documentation requirements described in this
tion may be modified, expanded, or reduced by the cognizant agency on a case-by-case basis. For
~~'a, the requirements may be reduced for those central services which have little or no Impact on
,awards. Conversely, if a review of a plan indicates thet certain additional Information is needed,
| witl likely be needed in fulure years, it may be routinely requested in future pla

ked with an asterisk (*) should be submitted only once; subsequent plans sho
nges since the last plan,
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1. General. All proposed plans must be accompanied by the following: An organization chart sufficiently

detalled to show operations Including the central service activities of the Stateflocal government whether

or not they are shown as benefliing from central service functions; a copy of the-Comprehensive Annual

Financlal Report (or a copy of the Executive Budget If budgeted costs are being proposed) to support

the allowable costs of each central service activity included in the plan; and, a cettification (see ' q
subsection 4.) that the plan was prepared In accordance with this and other appendices to this part,

confains only allowable costs, and was prepared in a manner that treated similar costs consistently

among the various Federal awards and between Federal and non-Federal awards/activitles.

2. Allocated central services. For each allocated central service, the plan must also include the following:
A brief description of the service*, an identification of the unit rendering the service and the operating
agencies receiving the service, the items of expense included in fhe cost of the service, the method used
to distribute the cost of the service fo benefilted agencles, and a summary schedule showing the
allocation of each service to the specific benefifted agencies. If any self-insurance funds or fringe
benefils cosls are treated as allocated (rather than billed) central services, documentation discussed in

subsections 3.b. and c. shall also be included,

3. Billed se'rvices.

1. General. The information described below shall be provided for all billed central services, Including
nternal service funds, self-insurance funds, and fringe benefit funds. .

). Internal service funds.

1) For each Internal service fund or similar activity with an operating budget of $5 million or more, the
Jlan shall Include: A brief description of each service; a balance sheet for each fund based on individual
accounts contalned in the governmental unit's accounting system; a revenue/expenses statement, with
evenues broken out by source, e.g. , regular billings, interest earned, efc.; a listing of all non-operating
ransfers (as defined by Generally Accepted Accounting Principles (GAAP)) into and out of the fund; a
fescription of the procedures (methodology) usid to charge the costs of each service to users, including
tow billing rates are determined; a schedule of current rates; and, a schedule comparing total revenues
including imputed revenues) generaled by the service to the aljowable cosis of the service, as
letermined under this and other appendices of this part, with an explanation of how variances will be

andled. )

2) Revenues shall consist of all revenues generated by the service, including unbllled and uncollected
‘evenues. If some users were nol billed for the services (or were not billed at the full rate for that class of
Jsers), a schedule showing the full Imputed revenues associated with these users shall be provided,
=xpenses shall be broken out by object cost categories ( e.g. , salaries, supplies, eic.).

. Self-insurance funds, For each self-insurance fund, the plan shall Include: The fund balance sheet; a
statement of revenue and expenses Including a summary of billings and claims paid by agency; a listing
>f all non-operating transfers into and out of the fund; the type(s) of risk(s) covered by the fund ( e.g. ,
automobile liabliity, workers' compensation, efc.); an explanation of how the level of fund contributions
are determined, Including a copy of the current actuarial report (with the actuarial assumptions used) if
he contributions are determined on an actuarial basis; and, a description of the procedures used to
:harge or allocate fund contribullons to benefitted activities, Reserve levels in excess of claims
submitted and adjudicated but not pald, submitted but not adjudicated, and incurred but not submitied
nust be identified and explained.

. Fringe benefits. For fringe benefit costs, the plan shall include: A listing of fringe bensfils provided to-
overed employees, and the overall annual cost of each type of benefit; current fiinge benefit policies*;
ind procedures used to charge or allocate the costs of the benefits to benefitted aclivities. In addition,
or pension and post-retirement health insurance plans, the following information shall be provided: the
overnmental unit's funding policies, e.g. , legisiative bills, trust agreements, or State-mandated
ontribution rules, If different from actuarially determined rates; the pension plan's costs accrued for the
ear; the amount funded, and date(s) of funding; a copy of the current actuarial report (including the
ctuarial assumptions); the plan trustee’s report; and, a schedule from the activity showing the value of
‘e interest cost associated with late funding.

. Requilred ceriificatlon. Each central service cost allocation plan will be accompanled by a cerlification
| the following form: . . \

ertificate of Cost Allocation Plan

is is fo certify that | have reviewed the cost allocation plan submified herewith and to the best of my
'owledge and belief: ‘
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) All costs included in this proposal [identify date] to establish cost allocations or bitlings for [identify
wrlod covered by plan] are allowable in accordance with the requirements of 2 CFR Part 225, Cost
inciples for State, Local, and Indian Tribal Governments (OMB Circular A~87), and the Federal award
) to which they apply. Unallowable costs have been adjusted for in allocating costs as indicated in the
‘sLall\ocation plan. :

) All costs included In this propesal are properly allocable to Federal awards on the basis of a

nneficial or causal relationship between the expenses Incurred and the awards to which they are
ocated in accordance with applicable requirements. Further, the same costs that have been freated as
ilr?cl costs have not been claimed as direct costs. Similar types of costs have been accounted for
nsistently.

eclare that the foregoing Is true and correct.

wernmental Unit;
gnature:
ime of Official:
les
ite of Execution;

Negotiafion and Approval of Central Service Plans.

All proposed central service cost allocatlon plans that are required to be submitted will be reviewed,
'gotiated, and approved by the Federal cognizant agency on a fimely basis. The cognizant agency will
view the proposal within six months of recelpt of the proposal and either negotiate/approve the

oposal or advise the governmental unit of the additional documentation needed to support/evaiuate

e proposed plan or the changes required fo make the proposal acceptable. Once an agreement with

e governmental unit has been reached, the agreement will be accepted and used by all Federal
jencles, unless prohibited or limited by stalute. Where a Federal funding agency has reason to belleve
at special operating factors affecting its awards necessltate special conslideration, the funding agency
i, prior to the time the plans are negotiated, notify the cognizant agency. :

T~ resulls of each negotiation shall be formalized in a written agreement between the cognizant

1 jand the governmental unit. This agreement will be subject to re-opening if the agreement Is
ibssquently found to violate a statute or the information upon which the plan was negotiated is later
und to be materially incomplete or inaccurate. The results of the negotiation shall be made avallable to
| Federal agencies for their use.

Negotiated cost allocation plans based on a proposal later found to have included costs that; Are -
nallowable as specified by law or regulation, as identified in Appendix B of this part, or by the terms and
anditions of Federal awards, or are unallowable because they are clearly not allocable to Federal
wards, shall be adjusted, or a refund shall be made at the option of the Federal cognizant agency.
hese adjustments or refunds are designed to correct the plans and-do not constitute a reopening of the
egoliatlon.

i. Other Policles,

. Billed central service activities. Each billed centrat service activity must separately account for all
venues (Including imputed revenues) generated by the service, expenses incurred to furnish the
ervice, and profit/loss. ‘

- Working capital reserves. Interal service funds are dependent upon a reasonable level of working
apital reserve to operate from one billing cycle to the next. Charges by an internal service activity to
rovide for the establishment and maintenance of a reasonable level of working capifal reserve, In
ddition to the full racovery of costs, are allowable. A working capital reserve as part of retained
arnings of up to 60 days cash expenses for normal operaling purposes is considered reasonable. A
orking capltal reserve exceeding 60 days may be approved by the cognizant Federal agency in
xceplional cases. ) :

. Canry-forward adjustments of allocated central service costs. Allocated central service costs are

sually negotiated and approved for a future fiscal year on a “fixed with carry-forward” basis. Under this
d “yre, the fixed amounts for the future year covered by agreement are not subject to adjustment for
4. __4r. However, when the aclual costs of the year involved become known, the differences between
‘e fixed amounts previously approved and the actual costs will bie carrled forward and used as an
djustment to the fixed amounts established for a later year, This “carry-forward” procedure applies to all
2niral services whose costs were fixed in the approved pian. However, a carry-foward adjustment is

ot permitted, for a central service activity that was not included in the approved plan, or for unallowable
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sosts that must be reimbursed Immediately.

I. Adjustments of billed central sepvices. Billing rates used to charge Federal awards shall be based on
he eslimated costs of providing the services, Including an esfimate of the allocable central service costs.
\ comparison of the revenue generated by each bliled service (including total revenues whether or not
illed or collected) to the aclual allowable costs of the service will be made at least annually, and an
wjustment will be made for the diference between the revenue and the allowable costs. These
idjusiments will be made through one of the following adjustment methods; A cash refund to the Federal
overnment for the Federal share of the adjustment, credits to the amounts charged to the individual
rograms, adjustments to fulure bllling rates, or adjustments to allocated central service costs.
\djustments o allocated central services will not be permilled where the total amount of the adjustment
ora particular service (Federal share and non-Federal) share exceeds $500,000.

i. Records retentlon. All central service cost allocation plans and related documentation used as a basis
or claiming costs under Federal awards must be retained for audit in accordance with the records
etention requirements contained in the Common Rule.

- Appeals. If a dispute arises in the negotiation of a plan between the cognizant agency and the
overnmental unit, the dispute shall be resolved In accordance with the appeals procedures of the

ognizant agency.
. OMB assistance. To the extent that problems are encountered among the Federal agencles and/or

overnmental units In conneclion with the negofiation and approval pracess, OMB will lend assistance,
s required, to resolve such problems in a timely manner,

\ppendix D to Part 226—Public Assistance Cost Allocation Plans

Hlion

able of Contents
. General

. Definitions

State public assistance agency2. State public assistance agency costs

. Palicy

. Submisslon, Documentation, and Approval of Public Assistance Cost Allocation Plans
. Review of I'mplementation of Approved Plans

- Unallowable Costs

. General, Federally-financed programs-administered by State public assistance agencles are funded
redominately by the Depariment of Health and Human Services (HHS). In suppoit of its slewardship
:quirements, HHS has published requirements for the development, documentation, submisslon,
egotiation, and approval of public asslstance cost allacation plans in Subpart E of 45 CFR part 95. Al
iministrative costs (direct and indirect) are normally charged to Federal awards by implementing the
iblic assistance cost allocation plan. This appendix extends these requirements to all Federal agencies
hose programs are administered by a State public assistance agency. Major federally-financed
ograms typically administered by State public assistance agencles include: Temporary Assistance to
cedy Familles (TANF), Medicald, Food Stamps, Child Support Enforcement, Adoption Assistance and

yster Care, and Social Services Block Grant,

Definitions.

“State public assistance agency” means a State agency administering or supervising the

ministration of one or more public assistance programs operated by the State as Identified in Subpart
of 45 CFR part 95. For the purpose of this appendix, these programs include all programs :
ministered by the State public assistance agency. : '

‘:p://ecfr.gpoaccess.gov/cgi/t/text/text-idx?c=ecﬁ&sid=7a642cb8b7902dc0050e87ee851‘28c72&rgn=div5

1apG 0L 0loY

- 3/16/2012




T T T mere s e — —— Ga A WASWALAL AAWVERVIULIULD,

Page 33 of 39

- “State public assistance agency costs” means all costs incurred by, or allocable to, the State public
ssistance agency, except expenditures for financial assistance, medical vendor payments, food
tamps, and payments for services and .goods provided directly to program recipients.

.~ oy, State public assistance agencles will develop, document and fmplement. and the Federal -
i iment will review, negotiale, and approve, public assistance cost allocation plans in accordance

. Submission, Documentation, and Approval of Public Assistance Cost Allocation Plans.

. State public assistance agencies are required to promptly submit amendments to the cost allocation
‘an {o HHS for review and approval.

-Under the coordination process oullined In subsection E, affected Federal agencles will review all new
‘ans and plan amendmenls and provide comments, as appropriate, to HHS. The effective date of the
an or plan amendment wili be the first day of the quarter following the submission of the plan or

anters) and the related alfocation bages, As such, the Federal Government needs some assurance that
ie cost allocation plan has been implemented as approved. This is accomplished by reviews by the
inding agencles, single audits, or audits conducted by the cognlzant audit agency.

e inappropriate charges affecting more than one funding agency are identified, the cognizant
b ___ost negotiation office will be advised and will take the lead in resolving the issue(s) as provided for
+ Subpart E of 45 CFR part 95.

. if a dispute arises In the negotlation of a plan or from a disaflowance involving two or more funding
gencles, the dispute shalil be resolved In accordance with the appeals procedures set out in 46 CFR

art 75, Disputes involving only one funding agency will be resolved ih accordance with the funding
gency's appeal process.

. To the extent that problems are encountered among the Federal agencies and/or governmental units
| connection with the negotiation and approval process, the Office of Management and Budget will lend
ssistance, as required, to resolve such problems in a timely manner.

. Unallowable Cosls. Claims developed under approved cost allocation plans will be based on
llowable costs as identified in 2 CFR part 225. Where unaflowable costs have been claimed and
simbursed, they will be refunded to the program that reimbursed the unallowable cost using one of the

llowing methods: a cash refund, offset to a subsequent claim, or credits fo the amounts charged to
dividual awards. )

ppendix E to Part 225—State and Local Indirect Cost Rate Proposals

] iop

able of Contents

. General
nitions

Indirect cost rate proposal2. Indirect cost rate3. Indirect cost poold. Base5. Predstermined rate8,
xed rate7. Provisional rate8. Final rate9, Base period
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C. Allacation of Indirect Costs and Determination of Indirect Cost Rates

1. General2. Simplified methods, Multiple allocation base methodd4. Special indirect cost rates

2. Submission and Décumentaﬂon of Proposals

(. Submission of Indlrgct cost rate proposals2, Documentation of proposals3. Required certification
z. Negotiation and Approval of Rates

*. Other Palicies

| Fringe benefit rates2. Billed services provided by the grantee agency3. Indirect cost allocations not
i1sing rates4. Appeals5. Collections of unallowable costs and erroneous payments6. OMB assisfance

\. General.

. Indirect costs are those that have been incurréd for common or joint purposes. These costs benefit
nore than one cost objective and cannot be readily identified with a particular final cost objective without
ffort disproportionate to the resulls achleved. Afier direct costs have been determined and assigned
iirectly to Federal awards and olher aclivities as appropriate, indirect costs are {hose remaining to be-
Hlocated to benefitted cost objeclives. A cost may not be allocated to a Federal award as an indirect

ost If any other cost Incutred for the same purpose, in like circumstances, has been assigned to a
‘ederal award as a direct cost. .

. Indirect costs include the indirect costs originating in each depariment or agency of fhe governmental
nit carrying out Federal awards and the costs of central governmental services distributed through the
entral service cost allocation plan (as described in Appendix C to this part) and not otherwise treated as
irect costs, '

- Indirect costs are normally charged to Federal awards by the use of an indirect cost rate, A separate
idirect cost rate(s) is usually necessary for each depariment or agency of the governmental unit

laiming indirect costs under Federal awards. Guidelines and iflustrations of indirect cost proposals are
rovided in a brochure published by the Depariment of Health and Human Services entitled *A Guide for
tate and Local Government Agencles: Cost Principles and Procedures for Eslablishing Cost Allocation
fans and Indirect Cost Rates for Grants and Contracts with the Federal Govérnment” A copy of this
rochure may be obtained from the Superintendent of Documents, U.S. Govemment Printing Office,

vashington, DC 20401.

- Because of the diverse characteristics and accounting practices of governmental units, the types of
osts which may be classlfied as indirect costs cannot be specified in all situations. However, typlcal
xamples of Indirect costs may include certain State/local-wide central service costs, general
dministration of the grantee department or agency, accounting and personnel services performed
lithin the grantee department or agency, depreclation or use allowances on buildings and equipment,
e costs of operating and maintaining facilities, etc.

. This appendix does not apply to State publlc assistance agencies. These agencies should refer
:steac_l fo Appendix D to this part.

. Definitfons.

. “Indirect cost rate proposal” means the documentation prepared by a governmental unit or subdivision
1ereof to substantiate its request for the establishment of an Indirect cost rate. .

- “Indirect cost rate” is a device for détermining in a reasonable manner the proportion of indirect costs
ach program should bear. It is the ratio (expressed as a percentage) of the indirect costs 1o a direct

ost base,

. “Indirect cost pool” is the accumulated costs that Jolntly benefit two or more pragrams or other cost
bjeclives.

. “Base” means the accumulated direct costs (normally either total direct salaries and wages or total
irect costs exclusive of any extraordinary or distorting expenditures) used to distribute indirect costs to
dividual Federal awards. The direct cost base selected should result in each award bearing a fair share

.ttp://ecfr.gpoaccess.gov/cgi/t/text/text—idx?c=ecfr&sid=7a642cb8b79c2dc0050387ee85f28072&rgn¥div5..
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of the indireci costs in reasonable relation to the benefits received from the costs. o

5. “Predetermined rate” means an indlrect cost rate, applicable to a speaci
usually the governmental unit's fiscal year. This rate is based on an estj
dw’"‘%\the period. Except under very unusual circumstances, a predetermined rate is not subject to

& nent. (Because of legal constraints, predetermined rates are not permitted for Federal contracts;
lhey may, however, be used for grants or Cooperative agreements.) Predetermined rates may not be
used by governmental units that have not submitted and negotiated the rate with the cognizant agency.
Inview of the potentlal advantages offered by this procedure, negotiation of predetermined rates for.
ndirect costs for a perlod of two to four years should be the horm in those situations where the cost
sxperience and other pertinent facls avallable are deemed sufficient to enable the parties involved fo

each an informed judgment as to the probabte level of indirect costs during the ensuing accounting
serfods. :

fied current or future period,
mate of the costs to be incurred

3. “Fixed rate® means an indirect cost rate which has the same characferistics as a predetermined rate, .
»xcept that the difference between the'estimated costs and the actual, allowable costs of the period
‘overed by the rate s carried forward as an adjustment to the rate computation of a subsequent period.

". “Provisional rate” means a temporary Indirect cost rate applicable to a specified period which is used

or funding, interim reimbursement, and feporting indirect costs on Federai awards pending the
:stablishment of a “final” rate for that period, '

\. *Final rate” means an indirect cost rate applicable to a specified past period which is based on the
ictual allowable costs of the period. A final audited rate is not subject to adjustment.

\. “Base period” for the allocation of Indirect costs is the period in which such costs are incurred and
iccumulated for allocation to activities performed in that period, The base perlod normally should

oincide with the governmental unit's fiscal year, but in any event, shall be so selected as to avaid
nequilies in the allocation of costs, : '

». Allocation of Indirect Costs and Determination 'of Indirect Cost Rates.

.r ~eral,
)

.. Where a governmental unit's department or agency has only one major function, or where all its major
anctions benefit from the indirect costs to approximately the same degree, the allocation of indirect

osts and the computation of an Indirect cost rate may be accomplished through simplified allocation
rocedures as described in subsection 2 of this appendi

Specific methods for allocating indirect costs and compuling Indirect cost rates along with the

>nditions under which each method should be used are described In subsections 2, 3 and 4 of this
pendix.

Simplified method,

Where a grantee agency's major functions benefit from its indirect costs fo approximately the same
:gree, the allocation of indirect costs may be accomplished by classifylng the grantee agency's total
sts for the base period as either direct or indirect, and dividing the tolal allowable indirect costs (net of
plicable credits) by an equitable distribution base. The result of this process Is an indirect cost rate
ich i used to distribute Indirect costs to individual Federal awards. The rate should be expressed as
2 percentage which the total amount of allowable indirect costs bears to the base selected. This
2thod should also be used where a governmental unlt's department or agency has only one major
1ction encompassing a number of individual Projects or activilies, and may be used where the level of
deral awards to that department or agency is relatively small.

Boint the direct costs and the Indirect costs shall exclude capital expenditures and ungllowable_ costs.
wever, unallowable costs must be included in the direct costs if they represent activities to which
irect costs are properly allocable.
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c.The distribution base may be total direct costs (excluding capital expenditures and other distorfing
items, such as pass-through funds, major subcontracls, etc.), direct salaries and wages, or another base
which results in an equitable distribution.

3. Multiple allocation base method,

a. Where a grantee agency's indirect costs bensfit its major funclions in varying degrees, such costs
shall be accumulated into separate cost groupings. Each grouping shall then be allocated Individually to
benefitted functions by means of a base which best measures the relative benefits.

b. The cost groupings should be established so as to permit the allocation of each grouping on the basis
of benefits provided to the major funclions. Each grouping should constitute a podl of expenses that are
of like character In ferms of the functions they benefit and In ferms of the aflocation base which best
measures the relative benefits provided fo each function, The number of separate groupings should be
held within practical limits, taking into consideration the materiality of the amounts involved and the
degree of precision needed. ’

S. Aclual conditions must be taken into account In selecting the base to be used in allocating the
sxpenses In each grouping to benefilted functions, When an allocation can be made by assignment of a
sost grouping directly fo the funclion benefitted, the allocation shall be made in that manner. When the
axpenses In a grouping are more general in nalure, the allocation should be made through the use of a
selecled base which produces results that are equitable to both the Federal Government and the
Jovernmental unit. In general, any cost element or related factor associated with the governmental unit's
activities is potentially adaptable for use as an allocation base provided that: it can readlly be expressed
n terms of dollars or other quantitative measures (total direct costs, direct salaries and wages, staff
tours applled, square feet used, hours of usage, number of documents processed, population served,
and the like), and It is common to the benefilted functions during the base period.

1. Except where a special indirect cost rate(s) is required In accordance with subsection 4, the separate
yroupings of indirect costs allocated to each major function shall be aggregated and freafed as a
;ommon pool for that function. The costs in the common pool shall then be distribufed to Individual
‘ederal awards Included In that function by use of a single indirect cost rate.

. The distribution base used In computing the Indirect cost rate for each function may be fotal direct
:osts (excluding capital expenditures and other distorting items such as pass-through funds, major
subcontracts, efc.), direct salaries and wages, or another base which results in an equitable distribution,
\n Indirect cost rale should be developed for each separate Indirect cost poo! developed. The rate in
sach case should be stated as the percenlage relationship between the pariicular indiract cost pool and
he distribulion base identified with that pool. ' ) ’

t. Special indirect cost rates.

.. In some instances, a single indirect cost rate for all activities of a grantee depariment or agency or for
yach major function of the agency may not be appropriate. it may not take into actount those different
actors which may substantially affect the indirect costs applicable to a particular program or group of .
rograms. The factors may include the physical location of the work, the level of administrative support
equired, the nature of the facilities or other resources employed, the organizational arrangements used,
' any combination-thereof. When a particular award s carried out in an environment which appears fo
enerate a significantly different level of indirect costs, provisions should be made for a separate Indirect
ost pool applicable to that award. The separate indirect cost pool should be developed during the

ourse of the regular allocation process, and the separate indirect cost rate resulting therefrom should

e used, provided that: the rate differs significantly from the rate which would have been developed

nder subsections 2. and 3. of this appendix, and the award to which the rate would apply Is material in

mount.

Although 2 CFR part 226 adopts the concept of the full allocation of indirect cosls, there are some
ederal statutes which restrict the reimbursement of certain Indirect costs. Where such resirictions exist,
may be necessary fo develop a speclal rate for the affected award. Where a “restricted rate” is

quired, the procedure for developing a non-restricted rate will be used except for the additional step of

e elimination from the indirect cost pool those costs for which the law prohibits reimbursement.
Submission and Documentation of Proposals. -

Submission of indirect cost rate proposals.

All departments or agencies of the governmental unit desiring to claim indirect costs under Federal

tp://ecfr.gpoaccess.gov/cgi/t/text/text—idx?c=‘ecﬁ&sidé7a6426b8b7902chOS0e87ee85f28072&rgn=div5,..
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wards must prepare an indirect cosl rate proposal and related documentation to supporl those costs.
he proposal and related documentation must be retained for audit in accordance with the records
stentlon requirements contained in the Common Rule.

. M—x)ver.nmentell unit for which a cognizant agency assignment has been specifically designated must
Lo its mdlr_ecl_cost rate proposal to its cognizant agency. The Office of Management and Budget

governmental unit must develop an indirect cost proposal in accordance with the requirements of 2
FR 225 and maintain the proposal and related supporting documentation for audit, These
overnmental units are not required fo submit their proposals unless they are specifically requested to
8 so by the cognizant agency. Where a local government only recelves funds as a sub-recipient, the
rimary recipient wifl be responsible for negotialing and/or monitoring the sub-recipient's plan.

Each Indian tribal government desiring reimburseﬁént of indirect costs must submit its indirect cost
roposal to the Department of the Interior (its cognizant Federaj agency).

Indirect cost proposals must be developed (and, when required, submitted) within six months after the
ose of the governmental unit's fisca year, unless an exception is approved by the cognizant Federal
Jency. If the proposed central service cost alfocation plan for the same period has not been approved
 that time, the Indirect cost proposal may be prepared including an amount for cential services that is
ased on the latest federally-approved central service cost allocation plan. The difference between these -

:ntral service amounts and the amounts ultimately approved will be compensated for by an adjustment
1a subsequent period.

. Dacumentation of proposals. The foliowing shall be included with each indirect cost proposal:

- The rates proposed, including subsldiary work sheets and other relevant data, cross referenced and
:conciled to the financial data noted in subsection b of this appendix. Allocated central service cosis will
¢ supported by the summary table included in the approved central service cost allocation plan. This
Jmmary table Is not required to be submitted with the indirect cost proposal if the central service cost
llocation plan for the same fiscal year has been approved by the cognizant agency and Is avallable to

¢ ding agency.

. A copy of the financial data (financial statements, comprehensive annual financlal report, executive
udgels, accounting reports, etc.) upon which the rate is based. Adjustments resulting from the use of

naudited data will be recognized, where appropriate, by the Federal cognizant agency in a subsequent
roposal. '

- The approximate amount of direct base costs Incurred under Federal awards. These costs should be
roken out between salaries and wages and other direct costs,

. A chart showing the organizational structure of the ag'ency during the period for which the proposal
pplies, along with a functional slatement(s) noting the dutles and/or responsibliities of all units that

amprise the agency. (Once this Is submitted, only revisions need be submitted with subsequent
roposals.)

. Required certification. Each indirect cost rate proposal shall be accompanied by a certification in the
Vlowing form:

erlificate of Indirect Costs

his is to cerlify that | have reviewed the indirect cost rate proposal submitted herewith and to the best of
1y knowledge and belief;

1) All costs included in this proposal [identify date] to establish billing or final indirect costs rates for
dentify period covered by rate] are allowable in accordance with the requirements of the Federal award
) to which they apply and 2 CFR part 225, Cost Principles for State, Local, and Indian Tribal
overnments (OMB Circular A-87). Unallowabie costs have been adjusted for in aliocating costs as
di~ated in the cost allocation plan. :

') Al costs included in this proposal are propetly allocable to Federal awards on the basls of a

eneficlal or causal relationship between the expenses incurred and the agreements to which they are
located In accordance with applicable requirements. Further, the same costs that have been treated as
direct costs have not been claimed as direct costs. Similar types of costs have been accounted for
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consistently and the Federal Government will be nofified of any accounting changes that would affect the
predetermined rate. v

| declare that the foregoing is frue and correct,

Governmental Unit:
Signature:__
Name of Official;
Title:
Date of Execution;

E. Negotiation and Approval of Rates. .

1. Indirect cost rates will be reviewed, negotiated, and approved by the cognizant Federal agencyona
timely basls. Once a rate has been agreed upon, it will be accepted and used by all Federal agencies
unless prohibited or limited by statule. Where a Federal funding agency has reason o believe that
special operating faclors affecting its awards necessitate Special Indirect cost rates, the funding agency
will, prior to the fime the rates are negotiated, notify the cognizant Federal agency.

2. The use of predetermined rates, if allowed, is encouraged where the cognizant agency has
reasonable assurance based on past experience and reliable projection of the grantee agency's costs,
that the rate Is not likely to exceed a rate based on actual cosls. Long-term agreements utllizing
predetermined rates éxtending over twd or more years are encouraged, where appropriate,

3. The resuits of each negotiation shall be formalized In a written agreement beiween the cognizant
agency and the governmental unit. This agreement will be subject to re-opening if the agreement Is
subsequently found to violate a statute, or the information upon which the plan was negotiated is later
found to be materially incomplete or inaccurate, The agreed upon rates shall be made avallable to all
Federal agencies for thelr use.

4. Refunds shall be made If proposals are later found fo have Included costs that are unallowable as
specified by law or regulation, as identified in Appendix B to this part, or by the terms and conditions of
Federal awards, or are unaliowable because they are clearly not allocable to Federal awards. These
adjustments or refunds will be made regardless of the type of rate negoliated (predetermined, final,
lixed, ar provisional), :

F. Other Policles,

1. Fringe benefit rates. If overall fringe benefit rates are not approved for the governmental unit as part of
ihe central service cost allocation plan, these rates will be reviewed, negotlated and approved for
individual grantee agencles during the indirect cost negotiation process. In these cases, a proposed
fringe benefit rate computation should accompany the indirect cost proposal. If fringe benefit rates are
not used at the grantee agency level ( i.e. , the agency specifically identifies fringe bensfit costs to
indlvidual employees), the governmental unit should so advise the cognizant agency,

2. Billed services provided by the grantee agency. In some cases, governmental unils provide and bill for
services similar to those covered by cenfral service cost allocation plans ( e.g. , computer centers).
Where this accurs, the governmental unit should be guided by the requirements in Appendix C to this
part relating to the development of billing rates and documsniation requirements, and should advise the
cognizant agency of any billed services. Reviews of these types of services (including reviews of -
costing/bliling methodology, profits or losses, elc.) will be made on a case-by-case basis as warranted

by the circumstances involved.

3. Indirect cost allocations not using rates. In certain situations, a governmental unit, because of the
nature of its awards, may be required.to develop a cost allocation plan that distributes Indirect (and, In
some cases, direct) costs to the specific funding sources. In these cases, a narrative cost altocation
methodology should be developed, documented, maintained for audit, or submilied, as appropriate, to
the cognizant agency for review, negoliation, and approval. ‘

4. Appeals. If a dispute arises in a negotiation of an indirect cost rate (or other rate) between the
cognizant agency and the governmental unit, the dispute shall be resolved in accordance with the’
appeals procedures of the cognizant agency.

5. Collection of unallowable costs and erroneous payments, Costs specifically idenfified as unallowable
ind charged to Federal awards efther directly or indirectly will be refunded (Including interest chargeable
n accordance with applicable Federal agency regulations).
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6. OMB assiélance. To the extent that problems are encountered among the Federa) agencies and/or
governmental unils in connectlon with the negollation and approval process, OMB will lend assistance,
as required, to resolve such problems in a fimely manner.
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Section Contents . .
§230.5 Purpose. '
§230.10 Scope.

§ 230,15 _Policy.

§ 230.20 _Applicability.

§230.25_ Definitions.

§ 230.30 _QMB responsibilities.

§230.35 Federal agency responsibliities.

§ 230.40 Effective date of changes.
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§ 230.50 Information contact.

Appendix A to Part 230—General Principles

Appendix B to Part 230—Selected Items of Cost

Appendix C to Part 230—Non-Profit Organizations Not Subject to This Part

Authority: 31 U.S.C. 503; 31 U.S.C. 1111; 41 U.S.C. 405; Reorganization Plan No. 2 of 1970; E.O. 11541, 35 FR
10737, 3 CFR, 1966-1970, p. 939

Source: 70 FR 51927, Aug. 31, 2005, unless otherwise noted.

§230.6 Purpose,

£l

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

§230.10 Scope.

[£] e

(a) This part does not apply to colleges and universities which are covered by 2 CFR part 220 Cost Principles for Educational
Institutions (OMB Clircular A-21); State, local, and federally-recognized Indian triba!l governments which are covered by 2 CFR part
225 Cost Principles for State, Local, and Indian Tribal Governments (OMB Circular A-87);.or hospltals.

(b) The principles deal with the subject of cost determination, and make no attempt to identify the circumstances or dictate the
extent of agency and non-profit organization participation in the financing of a particular project. Provision for profitor other
Increment above cost is outside the scope of this part. ’
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§ 23015 Policy.

(]

The principles are designed to provide that the Federal Government bear its fair share of costs except where restricted or
prohibited by law. The principles do not attempt to prescribe the extent of cost sharing or matching on grants, contracts, or other
agreements, However, such cost sharing or matchipg shall not be accomplished through arbitrary limitations on individual cost

" elements by Federal agencies.

§230.20 Applicabllity.

[l

(a) These principles shall be used by all Federal agencies in determining the costs of work performed by non-profit organizations
under grants, cooperative agreements, cost reimbursement contracts, and other contracts in which costs are used In pricing,
administration, or settiement. All of these instruments are hereafter referred to as awards. The principles do not apply to awards

under which an organlzation is not required to account to the Federal Government for actual costs incurred.

"(b) All cost reimbursement subawards tsubgrants, subcontracts, etc.) are subject to those Federal cost principles applicable to the

particular organization concemed. Thus, if a subaward is o a non-profit organization, this part shall apply, if a subaward is to a
commerclal organization, the cost principles applicable to commercial concerns shall apply; if a subaward is to a coflege or
university, 2 CFR part 220-shall apply; if a subaward Is to a State, local, or federally-recognized Indian tribal government, 2 CFR

part 225 shall apply. .

(c) Exclusion of some non-profit organizations. Some non-profit organizations, because of their size and nature of operations, can
be considered, to be similar to commercial concerns for purpose of applicability of cost principles. Such non-profit organizations
shall operate under Federal cost principles applicable fo commercial concerns. A listing of these organizations Is contained in

appendix C to this part. Other organizations may be added from time to time.

§ 230,26 Definlitions.

[ o

(a) Non-profit organization means ahy corporation, trust, assoctation, cooperative, or other organization which:
(1) Is operated primarily for scientific, educational, service, charitable, or similar purposes in the public interest;

(2) Is not organized primarily for profit; and

(3) Uses its net proceeds to maintaln, improve, and/or expand its operations. For this purpose, the term “non-profit organizatlon”
excludes colleges and universities; hospitals; State, local, and federally-recognized Indian tribal governments; and those non-profit

organizations which are excluded from coverage of this part in accordance with §230.20(c).

(b) Prior approval means securing the awarding agency's permission in advance 1o incur cast for those items that are designated
as requiring prior approval by the part and its appendices. Generally this permission will be in writing. Where an ilem of cost
requiring prior approval Is specified In the budget of an award, approval of the budget constitutes approval of that cost.

§230.30 OMB responsibllities.

LY

OMB may grant exceptions to the requirements of this part when permissible under existing law. However, in the interest of
achieving maximum uniformity, exceptions will be permitted only in highly unusual circumstances. ‘

§230.35 Federal agencyresponsibliities.

Bl

The head of each Federal agency that awards and administers grants and agreements subject to this part is responsible for

‘requesting approval from and/or consulting with OMB (as applicable) for devialions from the guldanc in the appendices to this parl

and performing the applicable functions speclfied in the appendices to this part,
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§230.40 Effective date of changes.

LY

The provisions of this part are effeclive August 31, 2005. Implementation shall be phased in by incorporating the provisions into
new awards made after the start of the organization's next fiscal year. For existing awards, the new principles may be applied if an
organization and the cognizant Federal agency agree. Earlier implementation, or a delay in implementation of individual provisions
is also permitted by mutual agreement between an organization and the cognizant Federal agency. !

§230.45 Relationship to previous Issuance.

[t

(a) The guidance in this part previously was Issued as OMB Circular A-122. Appendix A to this part contains the gufdance that was
in Attachment A (general principles) to the OMB circular; Appendix B contains the guldance that was in Attachment B (selected
items of cost) to the OMB circular; and Appendix C contains the Information 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 principles issued by individual ageﬁcies for noﬁ-proﬂt organizations,

§230.50 Information contact.

[l

Further information concerning this part may be obtained by contacting the Office of Federal Financial Management, OMB,
Washington, DC 20503, telephone (202) 395-3993, - '

Appendix Ato Part 230—General Principles

] e

General Principles
Table of Contents
A. Basic Considerations

1. Composition of total costs2. Factors affecting allowability of costs3. Reasonable costs4. Allocable costs5. Applicable creditss.
Advance understandings7. Conditional exempitons

B. Direct Costs

C. Indirect Costs

D. Allocation of Indirect Costs and Determination of Indirect Cost Rates

1. General2. Simplified allocation method3. Multiple allocation base method4. Direct allocation method5, Special indirect cost rates
E. Negotiation and Approval of Indirect Cost Rates

1. Definitions2. Negotiation and approval of rates

Geﬁeral Principles

A. Basic Considerations

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

2, Factors affecting allowability of costs. To be allowable under an award, costs must mest the following general criteria;

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

L1110 AL T
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b. Conform to any limitations or exclusions set forth in these principles or in the award as to types or amount of cost items,

c.-Be consistent with policies and procedures that apply uniformly to both federally-financed and other activities of the organization,

d. Be accorded consistent treatment.

e. Be delermined in accordance with generally accepted accounting principles (éAAP).

f. Not be included as a cost or used to meet cost sharing or matching requirements of any other federally-financed program In elthe

the current or a prior period.

g. Be adequately documented.

3. Reasonable coss. A cost is reasonable if, in its nature or amount, it does not exceed that which would be incurred by a prudent
person under the clrcumstances prevalling at the time the decision was made to incur the costs. The question of the
reasonableness of specific costs must be scrutinized with particular care in connection with organizations or separate divisions
thereof which recelve the preponderance of their support from awards made by Federal agencies. In determining the

reasonableness of a given cost, conslderation shall be given to:

'a. Whether the cost s of a type generally recognized as ordinary and necessary for the operation of the organization or the

performance of the award.
b. The restraints or requirements imposed by such factors as generally accepted sound business practices, arms length
bargaining, Federal an_d State laws and regulations, and terms and conditicns of the award.

¢. Whether the individuals concemed acted with prudence in the circumstances, consldering their responsibllitles to the
organization, its members, employees, and clients, the public at large, and the Federal Government.

d. Significant deviatlons from the established practices of the organization which may unjustifiably increase the award costs,

4. Aliocable costs. a, A cost is allocable to a particular cost objeclive, such as a grant, contract, project, service, or other activity, in
accordance with the relative benefits received. A cost Is allocable to a Federal award if it is freated consistently with other costs

incurred for the same purpose in like circumstances and if it;

(1) Is Incurred specifically for the award.

(2) Benefils both the award and other work and can be distributed in reasonable proporiion to the Beneﬁ(s recelved, or

(3) Is necessary to the overall operation of the organization, although a direct relatlonship to any particutar cost objective cannot be

shown.

b. Any cost allacable to a particular award or other cost objective under these principles may not be shifted ta other Federal awards
to overcome funding deficlencies, or to avoid restrictions imposed by law or by the terms of the award.

5. Applicable credits, a, The term applicable credits refers to those receipts, or reduction 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: Purchass
discounts, rebates or allowances, recoveries or indemnities on losses, insurance refunds, and adjustments of overpayments or
erroneous charges. To the extent that such credits accruing or received by the organization relate to allowable cost, they shall be
credited to the Federal Government elther as a cost reduction or cash refund, as appropriate.

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

c. For rules covering program income (j.e., gross income earned from federally-supported activities) see §215.24 of 2 CFR part 215
Uniform Administrative Requirements for Grants and Agreements with Institutions of Higher Education, Hospitals, and Other
Non-Profit Organizations (OMB Circular A-110). ,

8. Advance understandings. Under any given award, the reasonableness and allocability of certain items of costs may be difficult to
determine. This is particularly true in connection with organizations that receive a preponderance of their support from Federal
agencies, In order to avoid subsequent disallowance or dispute based on unreasonableness or nonallocability, it is often desirable

to seek a wrllten agresment with the cognizant or awarding agency in advance of the incurrence of speclal or unusual costs. The
absence of an advance agreement on any element of cost will not, in ilself, affect the reasonableness or allocability of that element

7. Conditional exemptions. a. OmB authorizes conditional exemption from OMB administrative requirements and cost principles for
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certain Federal programs with statutorily-authorized consolidated planning and consolidated administrative funding, that are
—  identified by a Federal agency and approved by the head of the Executive department or establishment. A Federal agency shall
/ consult with OMB during its consideration of whether to grant such an exemption.

b. To promote efficiency in State and local program administration, when Federal non-entitiement programs with common purposes
have speclfic statutorily-authorized consolidated planning and consolidated administrative funding and where most of the State
agency's resources come from non-Federal sources, Federal agencies may exempt these covered State-administered,
non-entitlement grant pragrams from certaln OMB grants management requirements. The exemptions would be from all but the
allocability of costs provisions of Appendix A, subsection C.e. of 2 CFR part 225 (OMB Circular A-87); Appendix A, Section C.4. of
2 CFR part 220 (OMB Circular A-21); Section A4, of this appendix: and from all of the administrative requirements provisions o‘f 2
CFR part 215 (OMB Circular A~110) and the agencies' grants management common rule.

c. When a Federal agency provides this flexibility, as a prerequisite to a State's exercising this option, a State must adopt its own
wrilten fiscal and administrative requirements for expending and accounting for all funds, which are consistent with the provisions o
2 CFR part 225 (OMB Circular A-87),.and extend such palicles to all subrecipients. These fiscal and administrative requirements
must be sufficiently specific to ensure that: Funds are used in compliance with all applicable Federal statutory and regulatory
provisions, costs are reasonable and necessary for operaling these programs, and funds are not to be used for general expenses
required to carry out other responsibillties of a State or its subrecipients.

B. Direct Costs

1. Direct costs are those that can be identified specifically with a particular final cost objective, i.e., a particular award, project,
service, or other direct activity of an organization. However, a cost may not be assigned to an award as a direct cost if any other
cost incurred for the same purposs, in like circumstance, has been allocated to an award as an indirect cost. Costs identified
specifically with awards are direct costs of the awards and are to be assigned directly thereto. Costs identified specifically with
other final cost 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 of a minor amount may be treated as an Indirect cost for reasons of practicality where the accounting treatment
for such cost Is consistently applied to all final cost objectives.

3. The cost of certain aclivities are not allowable as charges to Federal awards (see, for example, fundralsing costs in paragraph
17 of Appendix B to this part). However, even though these costs are unallowable for purposes of compuling charges to Federal
awards, they nonetheless must be treated as direct costs for purposes of determining indirect cost rates and be allocated their
share of the organization's indirect costs if they represent activities which include the salaries of personnel, occupy space, and
benefit froin the organization's indirect costs.

4. The costs of activities performed primarily as a service fo members, clients, or the general public when significant and neceséary
to the organization's mission must be treated as-direct costs whether or not allowable and be allocated an equltable share of
indirect costs. Some examples of these lypes of aclivities include:

a. Maintenance of membership rolls, subscripflens, publications, and related functlons.

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

c. Promotion, lobbying, and other forms of public relations. '

d. Meetings and conferences excopt those held to conduct the general administration of the organization.
e. Maintenance, protection, and investment of special funds not used In operation of the organization.

f. Administration of group benefits on behalf of members or cllents, including life and hospital insurance, annuity or retirement plans
financial ald, etc. .

C. Indirect Costs

1. Indirect costs are those that have been incurred for common or joint objectives and eannot be readlly identified with a particular
final cost objective. Direct cost of minor amounts may be treated as indirect costs under the conditions described in subparagraph
B.2 of this appendix. After direct costs have bsen determined and assigned directly to awards or other work as appropriate, indirect
costs are those remaining to be allocated to benefiling cost objectives. A cost may not be allocated to an award asan indlrect cost
if any other cost incurred for the same purpose, in like circumstances, has been assigned to an award as a direct cost, -

2. Because of the diverse characteristics and accounting practices of non-profit organizations, it is not possible to specify the types
of cost which may be classlfied as indirect cost in all situations. However, typical examples of indirect cost for many non-profit
organizations may include depreciation or use allowances on buildings and equipment, the costs of operaling and maintaining
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facillties, and general administration and general expenses, such as the salaries and expenses of executive officers, personnel
administration, and accounting.

3. Indlrect costs shall be classified within two broad categories: “Facilities” and “Administration.” “Facilities” is defined as
depreciation and use allowances-on buildings, equipment and capital improvement, interest on debt associated with certain
buildings, equipment and capital improvements, and operations and malntenance expenses, “Administration” is defined as general
administration and general expenses such as the director's office, accounting, personnel, library expenses and all other types of
expenditures not listed specifically under one of the subcategories of "Facllities” (including cross allocations from other pools,
where applicable). See indirect cost rate reporting requirements in subparagraphs D.2.e and'D.3.g of this appendix.

D. Allocation of Indirect Costs and Determination of Indirect Cost Rates

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

b. VWhere an organization has several major functions which benefit from its indirect costs in varylng degrees, allocation of indirect
costs may require the accumulation of such costs Into separate cost groupings which then are allocated individually to benefiting

" functions by means of a base which best measures the relative degree of benefit. The indirect costs allocated o each function are
then distributed to individual awards and other activities Included in that function by means of an indirect cost rate(s). '

¢. The determination of what conslitutes an organization's major functions will depend on its purpose In being; the types of services
it renders to the public, its clients, and its members; and the amount of effort it devotes to such activities as fundraising, public

information and membership activities.

d. Specific methods for allocating indirect costs and computing indirect cost rates along with the conditions under which each
method should be uised are described in subparagraphs D.2 through 5 of this appendix.

e. The base period for the allocation of indirect costs is the period in which such costs are incurred and accumulated for allocation
to work performed in that period. The base period normally should colncide with the organization's fiscal year but, in any event,

shall be so selecled as lo avoid inequities in the allocation of the costs,

2. Simplified allocation method. a: Where an organization's major funclions benefit from its indirect costs to approximately the same
degres, the aliocation of Indirect costs may be accomplished by separating the organizalion's total costs for the base period as
either direct or indirect, and dividing the total allowable indirect costs (net of applicable credits) by an equitable distribution base.
The result of this process is an Indirect cost rate which is used to distribute indirect costs to Individual awards. The rate should be
expressed as the percentage which the total amount of allowable indirect costs bears to the base selected. This method should
also be used where an organization has only one major function encompassing a number of individual projects or activities, and.

may be used where the level of Federal awards fo an organization ls relatively small.

b. Both the direct costs and the Indirect costs shall exclude capital expenditures and unallowable costs. However, unallowable .
costs which represent activities must be included in the direct costs under the conditions described in subparagraph B.3 of this

appendix.

¢. The distribution base may be total direct costs (excluding capital expenditures and other distorting items, such as major
subcontracts or subgrants), direct salaries and wages, or other base which results in an equitable distribution: The distribution
base shall generally exclude participant support costs as defined in paragraph 32 of Appendix B.

d. Except where a special rate(s) Is required in accordance with subparagraph 5 of this appendix, the indirect cost rate developed
under the above principles is applicable to all awards at the organization. If a special rate(s) is required, appropriate modifications

shall be made in order to develop the special rate(s).
e: For an organization that receives more than $10 million in Federal funding of direct costs In a fiscal year, a breakout of the

indirect cost component into two broad categories, Facilities and Administration as defined in subparagraph C.3 of this appendix, Is
required. The rate in each case shall be stated as the percentage which the arount of the particular indirect cost category ( i.e. ,

Facilities or Adminislration) is of the distribution base identified with that category.

3. Multiple allocation base method.

a. General. Where an organization's Indirect costs benefit its major functions in varying degrees, indirect cosls shall be
accumulated Into separate cost groupings, as described in subparagraph D.3.b of this appendix. Each grouping shall then be
allocated individually to benefiting functions by means of a base which best measures the relative benefits. The default aliocation

bases by cost pool are described in subparagraph D.3.c of this appendix.

b. Identification of indirect costs. Cost groupings shall be established so as to permilt the allocation of each grouping on the basis of
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benefits provided to the major functions. Each grouping shall constitute a poof of expenses that are of like character in termg of
functions they benefit and In terms of the allocation base which best measures the relative benefits provided to each function, The
groupings are classified within the two broad categories: “Facllities” and "Administration,” as described in subparagraph G_3 é,f this
appendix. The indirect cost pools are defined as follows:

(1) Depreclation and use allowances. The expenses under this heading are the portion of the costs of the organization's buildings, -
capital improvements to land and buildings, and equipment which are computed in accordance with paragraph 11 of Appendix B t(',
this part ("Depreciation and use allowances”). :

(2) Interest. Interest on debt associated with certain bulldings, equipment and capital improvements are computed in accordance
with paragraph 23 of Appendix B to this part (“Interest”).

(3) Operation and maintenance expenses. The expenses under this heading are those that have been incurred for the
administration, operation, maintenance, preservation, and protection of the organization's physical plant. They include expenses
normally incurred for such items as: Janitorial and utility services; repairs and ordinary or normal alterations of bulldings, furniture
and equipment; care of grounds; maintenance and operation of buildings and other plant faclities; security; earthquake ang
disaster preparedness; environmental safety; hazardous waste disposal; property, liability and other insurance relating to property;
space and capital leasing; facllity planning and management; and, central receiving. The operation and maintenance expenses '
category shall also include its allocable share of fringe benefit costs, depreciation and use allowances, and interest costs,

(4) General administration and general expenses. (a) The expenses under this heading are those that have been Incurred for the
overall general executive and administrative offices of the organization and other expenses of a general nature which do not relate
solely to any major function of the organization. This category shall also include its allocable share of fringe bensfit costs, operatior
and maintenance expense, depreciation and use allowances, and interest costs. Examples of this category include central offices
such as the director's office, the office of finance, business services, budget and planning, personnel, safety and risk managemen’t,

general counsel, management information systems, and library costs.

(b) In developing this cost pool, special care should be exercised to ensure that costs incurred for the same purpose in like
clrcumstances are treated consistently as either direct or indirect costs. For example, salaries of technical staff, project supplies
project publication, telephone toll charges, computer costs, travel costs, and specialized services costs shall be treated as direc't
costs wherever identifiable to a particular program. The salaries and wages of administrative and pooled clerical staff shoutd
normally be treated as indlrect costs. Direct charging of these costs may be appropriate where a major project or activity explicitly
requires and budgets for administrative or clerical services and other individuals involved can be identified with the program or
activity. ltems such as office supplies, postage, local telephone costs, periodicals and memberships should normally be treated as
indirect costs. :

¢. Allocation bases. Actual conditions shall be taken into account in selecting the base to be used in allocating the expenses in
each grouping to benefiting functions, The essential consideration in selecting a method or a base is that it is the one best suited
for assigning the pool of costs to cost objectives in accordance with benefits derived; a traceable cause and effect relationship; or
logic and reason, where neither the cause nor the effect of the relationshlip Is determinable, When an allocation can b made by
assignment of a cost grouping directly to the function benefited, the allocalion shall be made in that manner. When the expenses in
a cost grouping are more general in nature, the-allocation shall be made through the use of a selected base which produces results
that are equitable to both the Federal Govemment and the organization, The distribution shall be made In accordance with the
bases described herein unless it can be demonstrated that the use of a different base would result in & more equitable allocation of
the costs, or that a more readily available base would not increase the costs charged to sponsored awards. The resuilts of special
cost studies (such as an englneering ulility study) shall not be used to determine and allocate the indirect costs to sponsored
awards, . ,

(1) Depreclation and use allowances. Depreciation and use allowances expenses shall be allocated in the following manner:

(a) Depreclation or use allowances on buildings used exclusively In the conduct of a single function, and on capital Improvements
and equipment used in such buildings, shall be assigned to that function. '

(b) Depreciation or use allowances on buildings used for more than one function, and on capital improvements and equipment usec
in such buildings, shall be allocated to the individual funclions performed in each building on the basis of usable square feet of
space, excliding common areas, such as hallways, stairwelis, and restrooms, :

(c) Depreciation or use allowances on buildings, capital improvements and equipment related space ( e.g. , individuaj rooms, and
laboratories) used jointly by more than one function (as determined by the users of the space) shall be treated as follows. The cost
of each jointly used unit of space shall be allocated to the benefiting functions on the basis of elther the employees and other users
on a full-time equivalent (FTE) basis or salaries and wages of those individual functions benefiting from the use of that space; or
organization-wide employee FTEs or salaries and wages applicable to the benefiting functions of the organization.

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

(2) Interest. Interest costs shall be allocated in the same manner as the depreciation or use allowances on the buildings, equipment
and capital equipments to which the interest relates. ' ,

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

eral administration and general expenses shall be allocated to benefiling
as described in subparagraph D.3.f of this appendix. The expenses

ns of the organization to which they render services or
ocaled to benefiting functions based on MTDC.

(4) General administration and general expenses. Gen
functions based on modified total direct costs (MTDC),
included in this category could be grouped first according to major funclio
provide benefits. The aggregate expenses of each group shall then be all

d. Order of distribution. (1) Indirect cost categories consisting of depreciation and use allowances, interest, operation and
maintenance, and general adminlstration and general expenses shall be allocated iri that order to the remaining indirect cost
categories as well as to the major functions of the organization. Other cost categories could be allocated in the order determined to
be most appropriate by the organization. When cross allocation of costs is made as provided in subparagraph D.3.d.(2) of this

appendi, this order of allocation does not apply. :

an indirect cost category will be considered closed once it has been allocated to other cost objectives, and costs shall
not be subsequently allocated to it. However, a cross allocation of costs between two or more indirect costs categories could be
used If such allocation will result in a more equitable allocation of costs. If a cross allocation Is used, an appropriate modification to

the composition of the indirect cost categories Is required.

e. Application of indirect cost rate or rates. Except where a special Indirect cost rate(s) is required in accordancé with subparagrapt
the separate groupings of indirect costs allocated to each major function shall be aggregated and treated as a

D.5 of this appendix,
common pool for that function. The costs in the common poot shall then be distributed to-individual awards included in that function

by use of a single indirect cost rate.

(2) Normally,

f. Distribution basis. Indlrect costs shall be distributed to applicable sponsored awards and other benefiting aclivilies within each
major function on the basis of MTDC. MTDC conslsts of all salaries and wages, fringe benefits, materials and supplies, services
beantracts up to the first $25,000 of each subgrant or subcontract (regardless of the period covered' by
the subgrant or subcontract). Equipment, capital expenditures, charges for pafient care, rental costs and the portion in excess of
$25,000 shall be excluded from MTDC. Participant support costs shall generally be excluded from MTDC. Other Items may only be
excluded when the Federal cost cognizant agency determines that an exclusion is necessary to avoid a serious inequity In the

distribution of indirect costs.

g. Individual Rate Components. An indirect cost rate shall be delermined for each separate indirect cost pool developed. The rate
in each case shall be stated as the percentage which the amount of the particular indirect cost pool is of the distribulion base
identified with that pool. Each indirect cost rate negotiation or determination agreement shall include development of the rate for
each indirect cost pool as well as the overall Indirect cost rate. The indirect cost pools shall be classified within two broad
categories: “Facilities” and “Administration,” as'described in subparagraph C.3 of this appendix.

4. Direct allocation method. a. Some non-profit organizations treat all costs as direct costs except general administration and
general expenses. These organizations generally separate their costs into three basic categories: General administration and
general expenses, fundraising, and other direct functions (including projects performed under Federal awards). Joint costs, such as
depreciation, rental costs, operation and maintenance of facilifies, telephone expenses, and the like are prorated indivlduaI'Iy as )
direct costs to each category and to each award or other activity using a base most appropriate to the particular cost being

prorated. :

b, This method is acceptable, provided each joint cost is prorated using a base which accurately 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 Standards 6f Accounting and Financlal Reporting for Voluntary Health and Welfare
Organizations Issiied jointly by the National Health Coungcil, Inc., the Natlonal Assembly of Voluntary Health and Social Welfare

Organlzations, and the Unlted Way of America.

c. Unc_ier !his n)etl_wod. indirect costs consist exclusively of general administration and general expenses. in alf other respects, the -
organization's indirect cost rates shall be computed in the same manner as that described in subparagraph D.2 of this apper;dix

5. Speclal Indirect cost rates. In some instances, a single indirect cost rate for all activilles of an organization or for each major -
function of the organization may not be appropriate, since it would not iake into. account those different factors which may
substantially affect the Indirect costs applicable to a particular segment of work. For this purpose, a particular segment of work may
be that performed under a single award or it may consist of work under a group of awards performed in a common environment.
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These factors may include the physical location of the work, the level of administrative support required, the nature of the facilitie
~, or other resources employed, the scientific disciplines or technical skllis involved, the organizational arrangements used or an ®
J combination thereof. When a particular sagment of work is performed in an environment which appears to generate a siénmca:u
different level of indirect costs, provisions should be made for a separate indirect cost pool applicable to such work, The separaly
indirect cost pool should be developed during the course of the regular allocation process, and the separate indirect cost rate ¢

resulting therefrom should be used, provided it is determined that the rate differs significantly from that which would have been
obtained under subparagraphs D.2, 3, and 4 of this appendix, and the volume of work to which the rate would apply is material

E. Negotiation and Approval of Indirect Cost Rates
1. Definllions. As used In this section, the following terms have the meanings set forth below:

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

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

c. Fixed rate means an indirect cost rate which has the same characteristics as a predetermined rate, except that the difference
between the estimated costs and the actual costs of the period covered by the rate is carried forward as an adjusiment to the rate
computation of a subsequent period. :

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

e. Provisional rate or billing rate means a temporary Indirect cost rate applicable to a specified period which is used for funding
interim reimbursement, and reporting indirect costs on awards pending the establishment of a final rate for the period, '

f. Indirect cost proposal means the documentation prepared by an organization to substantiate its claim for the reimbursement of
indirect costs. This proposal provides the basis for the review and negotiation leading to the establishment of an organization's
indirect cost rate. '

g. Cost objective means a function, organizational subdivision, contract, grant, or other work unit for which cost data are desired
and for which provision is made to accumulate and measure the cost of processes, projects, jobs and capitalized projects,

2. Negotiation and approval of rates. a. Unless different arrangements are agreed to by the agencles concemed, the Federa
agency with the largest dollar value of awards with an organization will be designated as the cognizant agency for the negotiation
and approval of the indirect cost rates and, where necessary, other rates such as fringe benefit and computer charge-out rates
Once an agency is assigned cognizance for a particular non-profit organization, the assignment will not be changed unless ther‘e is
a major long-term shift in the dollar volume of the Federal awards to the organization. All concerned Federal agericies shall be
given the opportunity to participate in the negotiation process but, after a rate has baen agreed upon, it will be accepted by all
Federal agencies. When a Federal agency has reason {o believe that special operating factors affecting its awards necessitate
special indirect cost rates in accordance with subparagraph D.5 of this appendix, it will, prior to the time the rates are negotiated
notify the cognizant agency. '

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

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

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

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

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

g. The results of each negotiation shall be formalized In a written agreement between the cognizant agency and the non-profit
organization. The cognizant agency shall distribute copies of the agreement to all concerned Federal agencies.
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h. If a dispute arlses in a negotiation of an indirect cost rate between the cognizant agency and the non-profit organization, the
dispute shall be resolved in accordance with the appeals procedures of the cognizant agency. :

i. To the extent that problems are encountered among the Federal agencies in cannection with the negottation and approval
process, OMB will lend assistance as required to resolve such problems in a timely manner. \

Appendlx B to Part 230—Selected ltems of Cost

[l

Selected ltems of Cost

Table of Contents
councils3. Alcohollc beverages4. Audit costs and related servicess, Bad debts6

Bonding costs7. Communication costs8. Compensation for personal services9, Contingency provisions10. Defense and
prosecution of criminal and civil proceedings, claims, appeals and patent Infringement11. Depreciation and use allowances12.
Donations and contributions13. Employee morale, health, and welfare costs14. Entertainment costs16. Equipment and other capita
expenditures16. Fines and penalties17. Fund raising and Investment management costs18. Gains and losses on depreciable
assets19, Goods or services for personal use20. Housing and personal living expenses21. Idie facilities and idle capacity22,
Insurance and indemnification23. Interest24. Labor relations costs25. Lobbying26. Losses on other sponsored agreements or
contracts27, Maintenance and repair costs28. Materials and supplies costs29. Meetings and conferences30. Memberships,
subscriptions, and professional activity costs31. Organization costs32. Page charges in professional Jounals33, f-’articlpant suppor
cosls34. Patent costs35, Plant and homeland securily costs36. Pre-agreement costs37. Professional services costs38, Publication
and printing costs39. Rearrangement and alteration costs40. Reconversion costs41. Recruiting costs42. Relocation costs43.
Rental costs of buildings and equipment44. Royalties and other costs for use of patents and copyrights45. Selling and
marketing46. Specialized service facilities47. Taxes48. Termination costs applicable to sponsored agreements49. Training

costs50. Transportation costs51. Travel costs52. Trustees

1. Advertising and public relations costs2. Advisory

Appendix B to Part 230—Selected ltems of Cost

Paragraphs 1 through 52 of this appendix provide principles to be applied in establishing the allowabillity of certain items of cost.
These principles apply whether a cost is treated as direct or indirect. Fallure to mention a particular item of costis not intended to
imply that it is unallowable; rather, determination as to allowability in each case should be based on the treatment or principles

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 corollary
sdministrative costs, Advertising media include magazines, newspapers, radio and television, direct mail, exhibils, electronic or

computer transmittals, and the like.

b. The term public relations includes community relations and means those activities dedicated to mainfaining the Image of the
non-profit organization or maintaining or promoting understanding and favorable relations with the community or public at large or

any segment of the public.
¢. The only allowable advertising costs are those which are solely for:

(1) The recruitment of personnel required for the performance by the non-profit organizalidn of obligations arising under a Federal
award (See also paragraph 41, Recruiting costs, and paragraph 42, Relocation costs, of this appendix);

(2) The procurement of goods and services for the performance of a Federal award;

(3) The disposal of scrap or surplus malerials acquired in the performance of a Federal award except when non-profit organizations
are reimbursed for disposal costs at a predetermined amount; or

(4) Other specific purposes necessary to meet the requirements of the Federal award.
d. The only allowable public relations costs are: '

(1) Cosls specifically required by the Federal award;

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

(3) Costs of conducting general liaison with news media and government public refatlons officers, to the extent that such aclivities
are limited to communication and llalson necessary keep the public informed on matters of public concern, such as notices of
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Federal contract/grant awards, financial matters, etc.

e. Costs identified in subparagraphs ¢ and d if incurred for more than one Federal award or for both sponsored work and other
/" work ofthe non-profit organization, are allowable to the extent that the principles in Appendix A to this part, paragraphs B, (‘Direct
Costs") and C. (“Indirect Costs”) are observed,

f. Unallowable advertising and public relations costs include the following:

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

(2) Costs of nieetings, conventions, convocations, or other events related to other activities of the non-profit organization, including
(a) Costs of displays, demenstrations, and exhibits;

(b) Costs of meeting rooms, hospitality suites, and other special facilities used in conjunction with shows and other special events:
and L

(c) Salaries and wages of employees engaged in setting up and displaying exhibits, making demonstrations, and providing
briefings; .

(3) Costs of promotional items and memorabilla, including models, gifts, and souvenirs;
(4) Costs of advertising and public relations designed solely to promote the non-profit organization.

2. Advisory Councils. Costs incurred by advisory councils or committees are allowable as a direct cost where authorized by the
Federal awarding agency or as an indirect cost where allocable to Federal awards.

3. Alcoholic beverages. Costs of alcoholic beverages are unallowabls.

4. Audit costs and related services, a. The costs of audits required by, and performed in accordahce with, the Single Audit Acl, as
implemented by Circular A-133, “Audits of States, Local Governments, and Non-Profit Organizations® are allowable. Also see 31
U.S.C. 7505(b) and seclion 230 (“Audit Costs”) of Clrcular A-133.

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

c. The cost of agreed-upon procedures engagements to monitor subrecipients who are exempted from A-133 under section 200(d)
are allowable, subject to the conditions listed in A~133, section 230 (b)(2).

5. Bad debts. Bad debis, including losses (whether actual or estimated) arising from uncollectible accounts and other clalms,
related collection costs, and related legal costs, are unallowable. .

6. Bonding costs. a. Bonding costs arise when the Federal Government requires assurance against financial loss fo itself or others
by reason of the act or default of the non-profit organization. They arise also in instances where the non-profit organization requires
similar assurance, Included are such bonds as bid, performance, payment, advance payment, infringement, and fidelity bonds.

b. Costs of bonding required pursuant to the terms of the award are allowaﬁle.

¢. Costs of bonding required by the non-profit organization In the general conduct of its operations are allowable to the extent that
such bonding is in accordance with sound business praclice and the rates and premiums are reasonable under the circumstances.

7. Communication costs. Costs incurred for telephone services, focal and iong distance telephone calls, telegrams, postage,
messenger, electronic or computer transmittal services and the like are allowable. '

8. Compensation for personal services. a. Definitlon. Compensation for personal services includes all compensation paid currently
or accrued by the organization for services of employees rendered during the period of the award (except as otherwise provided in
subparagraph 8.h of this appendix). It includes, but is not limited to, salaries, wages, director's and executive committee member's
fees, Incentive awards, fringe benefits, penslon plan costs, allowances for off-site pay, Incentive pay, location allowances, hardship
pay, and cost of living differentials. '

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

(1) Total compensation fo individual employees is reasonable for the services rendered and conforms to the established policy of
the organization consistently applied to both Federal and non-Federal aclivities; and
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(2) Charges 1o awards whether treated as direct or indirect costs are determined and supported as required in this paragraph,

¢. Reasonableness, (1) When the organization is predominantly engaged in aclivities other than those sponsored by the Federal
Govemment, compensation for employees on federally-sponsored work will be considered reasonable to the extent that it is

consistent with that paid for simllar work in the organization's other activities.
(2) When the organization is predoniinantly engaged in federally-sponsored aclivities and in cases where the kind of employees

required for the Federal actlivitles are not found in the organization's other activilies, compensation for employees on federally-
sponsored work will be considered reasonable to the extent that it is comparable to that paid for similar work in the: fabor markets in

which the organization competes for the kind of employees involved.

_d. Special considerations in determining allowabilily. Certain conditions require special consideration and possible limitations in
determining costs under Federal awards where amounts or ypes of compensation appear unreasonable. Among such conditions
are the following: - :

( 1) Compensation to members of non-profit organizations, trustees, directors, associates, 6fﬁcers, or the immediate families thereof
Determinatlon should be made that such compensation is reasonable for the aclual personal services rendered rather than a
distribution of earnings In excess of costs.

(2) Any change in an organization's compensation policy resulting in a substant(al increase in the organization's leve] of

compensation, particularly when it was concurrent with an increase in the ratio of Federal awards to other activities of the
organization or any change in the treatment of allowabilily of specific types of compensation due to changes in Federal policy.

e. Unallowable costs. Costs which are unallowable under other paragraphs of this appendix shall not be allowable under this
paragraph solely on the basls that they conslitute personal compensation.

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

(1) When necessary to cope with emergencies, such as those resulting from accidents, nalural disasters, breakdowns of
equipment, or accasional operational bottlenecks of a sporadic nature.

(2) When employees are performing indirect functions, such as administration, maintenance, or accounting.

(3) In the performance of tests, laboratory procedures, or other similar operations which are continuous in nature and cannot
reasonably be Interrupted or otherwise completed. . .

(4) When lower overall cost to the Federal Government will result,

a. Fringe benefits. (1) Fringe benefits in the form of regular compensation paid to employees during periods of authorized absences
from the job, such as vacation leave, sick leave, military leave, and the like, are allowable, provided such costs are absorbed by all

organization actlvities in proportion to the relative amount of time or effort actually devoted to each.

(2).Fringe benefits In the form of employer contributions or expenses for social security, employee insurance, workmen's
compensation insurance, pension plan costs (see subparagraph 8.h of this appendix), and the like, are allowable, provided such
benefits are granted in accordance with established written organization policies. Such benefits whether treated as indirect costs o1
as direct costs, shall be distributed to particular awards and other aclivities in a manner consistent with the paltern of benefits
accruing fo the individuals or group of employees whose salarles and wages are chargeable to such awards and other activities.

(3)(a) Provislons for a reserve under a self-insurance program for unemployment compensation or workers' compensation are
aliowable to the extent that the provisions represent reasonable estimates of the liabilities for such compensation, and the types of
coverage, extent of coverage, and rates and premiums would have been allowable had Insurance been purchased to cover the
risks. However, provisions for self-insured liabllitles which do not become payable for more than one year after the provision is

made shall not exceed the present value of the liability, :
{b) Where an organization follows a conslsi=nt policy of expensing actual payments to, or on behalf of, employees or forr.ner

employees for unemployment compensation or workers' compensation, such payments are allowable in the year of payment with
the prior approval of the awarding agency, provided they are allocated to all activities of the organization.

(4) Costs of insurance on the lives of trustees, officers, or other employees holdfng positions of similar responsibilily are allowable
only to the extent that the insurance represents additional compensation. The costs of such insurance when the organization Is

" named as beneficiary are unallowable.

h. Organization-furnished automobiles. That partion of the cost of organization-furnished automobiles that refates to personal use
by employees (including transportation to and from work) is unaliowable as fringe benefit or indirect costs regardiess of whether the

..............
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cost is reported as taxable income to the employees. These costs are allowable as direct costs to sponsored award when
necessary for the performance of the sponsored award and approved by awarding agencies.

i. Pension plan costs. (1) Costs of the organization's pension plan which are incurred in accordance with the established policies of
the organization are allowable, provided: . 0

(a) Such policies meel the test of reasonableness;
(b) The methads of cost allocation are not discriminatory;

(c) The cost assignéd to eagh fiscal year is determined in accordance with generally accepted accounting principles (GAAP), as
prescribed in Accounting Principles Board Opinion No. 8 issued by the American Institute of Certified Public Accountants; ana

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

(2) Pension plan termination insurance premiims pald pursuant to the Employee Retirement Income Security Act (ERISA) of 1974
(Pub. L. 93-406) are allowable. Late payment charges on such premiums are unaliowable.

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

j. Incentive compensation. Incentive compensation to employees based on cost reduction, or efficient performance, suggestion
awards, safety awards, elc., are allowable to the extent that the overall compensation is determined to be reasonable and such
costs are pald or accrued pursuant to an agreemsnt enterad Into in good faith between the organization and the employees before
the services were rendered, or pursuant to an established plan followed by the organization so consistently as toimply, in effect ar
agreemsnt to make stich payment. ' !

k. Severance pay. (1) Severance pay, also commonly referred to as dismissal wages, is a payment in addition to reqular salaries
and wages, by organizallons to workers whose employment is belng terminated. Costs of severance pay are allowable only to the
extent that In each case, it Is required by:

(@) Law

(b) Employgr-'employee agreement

(c) Established policy that constitutes, in effect, an implied agreement on the organization's part, or
(d) Circumstances of the particular employment.

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

(a) Actual normal tumover severance payments shall be allocated to all activities; or, where the organization provides for a reserve

for normal severances, such method will be acceptable If the charge to current operations Is reasonable in light of payments

actually made for normal severances over a representative past period, and if amounts charged are allocated to all activities of the
_ organization.

(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, accruals for this purpose are not allowable. However, the Federal Government recognizes its
obligation to participate, to the extent of its fair share, in any specific payment. Thus, allowability will be considered on a.
case-by-case basls in {he event or occurrence.

. (¢) Costs incurred in certain severance pay packages (commonly known as “a golden parachute” payment) which are in an amount
in excess of the normal severance pay paid by the organization to an employee upon termination of employment and are pald to the
employee contingent upon a change in management control over, or ownership of, the organization's assets are unallowable.

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

() Severaﬁce payments to foreign nationals employed by the organization outside the United States due to the termination of the
foreign national as a result of the closing of, or curtailment of activities by, the organization in that country, are unallowable, unless
they are necessary for the performance of Federal programs and approved by awarding agencies.

. Training costs. See paragraph 49 of this appendix.
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m. Support of salaries and wages.

r salarles and wages, whether treated as direct costs or indirect costs, will be based on documented

ial(s) of the organization. The distribution of salaries and wages to awards must be :
supported by personnel activily reports, as prescribed in subparagraph 8:m.(2) of this appendix, except when a substitute system l
has been approved in writing by the cognizant agency. (See subparagraph E.2 of Appendix A to this part.)

bution of activily of each employee must be maintained for all staff members (professionals and
nonprofessionals) whose compensation is charged, in whole or in part, directly to awards. In addition, in order to support the

- allocation of indirect costs, such reports must also be maintained for other employees whose work involves two or more functions
or activities if a distribution of their compensation between such functions or activities is needed in the determination of the -
organization's indirect cost rate(s) (e.g., an employee engaged part-time in indirect cost activities and part-time in a direct
function). Reports maintained by non-profit organizations to satisfy these requirements must meet the following standards:

(1) Charges to awards fo
payrolls approved by a responsible offic

(2) Reporls reflecting the distri

t reflect an after-the-fact determination of the-actual activily of each employee. Budget estimates (/.e, ,

(a) The reports mus
d before the services are performed) do not qualify as support for charges to awards,

estimates determine
(b) Each report must account for the total activity for which employees are compensated and which is required in fulfillment of their
obligations to the organization. ' .

(c) The reports must be signed by the individual employee, or by a responsible supervisory official having first hand knowledge of
the activities performed by the employee, that the distribution of aclivity represents a reasonable estimate of the actual work
performed by the employee during the periods covered by the reparts.

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

and wages of nonprofessional employees, in addition to the supporting documentation described in

subparagraphs (1) and (2), must also be supported by records indicating the total number of hours worked each day maintained in
conformance with Department of Labor regulations implementing the Fair Labor Standards Act (FLSA) (29 CFR part 516). For this
purpose, the term “nonprofessional employeé" shall have the same meaning as “nonexempt employee,” under FLSA. )

(3) Charges for the salarles

(4) Salaries and wages of employees used in meeting cost sharing or malching requirements on awards must be supported in the
same manner as salarles and wages claimed for reimbursement from awarding agencies.

9. Conlingency provisions. Conlribulions to a contingency reserve or any similar provision made for events the occurrence of which
cannot be foretold with certainly as to time, intensity, or with an assurance of their happening, are unallowable. The term
»cantingency reserve” excludes self-insurance reserves (see Appendix B to this part, paragraphs 8.9.(3) and 22.a(2)(d)); pension

funds (see paragraph 8.(): and reserves for normal severance pay (see paragraph 8.K.)
10. Defense and prosecution of criminal and civil proceedings, claims, appeals and patent infringement.

a. Definitions. (1) Conviclion, as used herein, means a judgment or a conviction of a criminal offense by any court of competent
jurisdiction, whether entered upon as a verdict or a plea, including a conviction due to a plea of nolo contendere.

(2) Costs include, but are not limited to, adminisirative and clerical expenses; the cost oflegal services, whether performed by
in-house or private counsel; and the costs of the services of accountants, consultants, or others retalned by the organization to
assist it; costs of employees, officers and trustees, and any simlilar costs incurred before, during, and after commencement of a

judicial or administrative proceeding that bears a direct relationship to the praceedings.

(3) Fraud, as used herein, means acts of fraud corruption or attempts to defraud the Federal Government or to corrupt its agents
acts that constitute a cause for debarment or suspension (as specified in agency regulations), and acts which violate the False '
Claims Act, 31 U.S.C., sectlons 3729-3731, or the Anti-Kickback Act, 41 U.S.C., sections 51 and 54,

(4) Penalty does not include restitution, relmbursement, or compensatory damages.

(5) Pfoceeding includes an investigation.

b. (1) Except as otherwise described herein, costs incurred in connection with anj criminal, civil or administrative proceeding
(including filing of a false certification) commenced by the Federal Government, or a State, local or foreign government, are not
allowable if the praceeding: Relates to a violation of, or failure to comply with, a Federal, State, local or foreign statute or regulation

by the organization (including its agents and employees), and results in any of the following dispositions:

(a) In a criminal proceeding, a conviction.
(b) In a civil or administrative proceeding involving an allegation of fraud or simllar misconduct, a determination of organizational
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liability.
(¢) In the case of any civil or administrative proceeding, the impositlon of a monetary penalty.

(d) A final decision by an appropriate Federal official to debar or suspend the organization, to rescind or void an award, or to
“terminate an award for default by reason of a violation or failure to comply with a law or regulation.

(e) A disposition by consent or compromise; If the action could have resulted in any of the dispositions described In Subparagraphs
10.b.(1)(a), (b}, (c) or (d} of this appendix. )

(2) If more than one proceeding involves the same alleged misconduct, the costs of all such proceedings shall be unaliowable if any
one of them results in one of the dispositions shown in subparagraph 10.b.{1) of this appendix.

c. If a proceeding referred to In subparagraph 10.b of this appendix is commenced by the Federal Government and is resolved by
consent or compromise pursuant to an agreement entered Into by the organization and the Federal Government, then the costs
incurred by the organization in connection with such proceedings that are otherwise not allowable under subparagraph 10.b of this
appendix may be allowed to the extent specifically provided in such agreement.

d. If a proceeding referred to in subparagraph 10.b of this appendix is commenced by a State, local or foreign government, the
authorized Federal official may allow the costs incurred by the organization for such proceedings, if such authorized official
determines that the costs were incurred as a result of a specific term or condition of a federally-sponsored award, or specific writter
direction of an authorized official of the sponsoring agency.

e. Costs incurred in connection with proceedings described in subparagraph 10.b of this appendix, but which are not made
unaliowable by that subparagraph, may be allowed by the Federal Government, but only to the extent that: '

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

(2) Payment of the costs incurred, as allowable and allocable costs, is not prohibited by any other provision(s) of the sponsored
award,

(3) The costs are not otherwise recovered from the Federal Government or a third party, either direclly as a resuilt of the
proceecf(ng or otherwise; and, . :

(4) The percentage of cosls allowed does not exceed the percentage determined by 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 percentage shall not exceed 80
percent. However, if an agreement reached under subparagraph 10.¢ of this appendix has explicitly considered this 80 percent
limitation and permitted a higher percentage, then the full amount of costs resulting from that agreement shall be allowable,

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

g. Costs of legal, accounting, and consultant services, and related 6osts, incurred in connection with defense against Federal
Government claims or appeals, antitrust suits, or the prosecution of claims or appeals against the Federal Goverment, are
unallowable.

h. Costs of legal, accounting, and consultant services, and related costs, incurred in connection with pétent infringement litigation,
are unallowable unless otherwise provided for in the sponsored awards. :

i. Costs which may be unallowable under this paragraph, including directly assoclated costs, shall be segregated and accounted fo
by the organization separately. During the pendency of any proceeding covered by subparagraphs 10.b and f of this appendix, the
Federal Government shall generally withhold payment of such costs. However, if in the best interests of the Federal Government,
the Federal Government may provide for conditional payment upon provision of adequate security, or other adequate assurance,
and agreements by the organization to repay all unallowable costs, plus interest, if the costs are subsequently determined to be
unallowable. .

11. Depreclation and use allowances. a. Compensation for the use of buildings, other capital Improvements, and equipment on
hand may be made through use aflowance or depreciation. However, except as provided in paragraph 11.f of this appendix, a
combination of the two methads may not be used in connection with a single class of fixed assets ( e.g. , buildings, office
equipment, computer equipment, etc.). :

b. The computation of use allowances or depreciation shall be based on the acquisition cost of the assets involved. The acquisitior
cost of an asset donated to the non-profit organization by a third party shall be its fair market value at the time of the donation. -
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c. The computalion of use allowances or deprecation will exclude:

(1) The cost of land;
(2) Any portion of the cost of buildings and equipment borne by or donated by the Federal Government irrespeciive of where title
was originally vested or where it presently resides; and

(3) Any portion of the cost of bulldings and equipment contributed by or for the non-profit organizalion In satisfaction of a statutory
matching requirement. . .
d. General criteria where depreciation method is followed:

(1) The period of useful service (useful life) established in each case for usable capital assets must take Into consideration such
factors as type of construction, nature of the equipment used, technological developments in the particular program area, and the
renewal and replacement policies followed for the individual items or classes of assets involved. The method of depreciation used
to assign the cost of an asset (or group of assets) to accounting periods shall reflect the pattern of cansumption of the asset during

its useful life.

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

method.

(3) Depreciation methods once used shall not be changed unless approved in advance by the cognizant Federal agency. When the
depreciation method is introduced for application to assets previously subject to a use allowance, the combination of use
allowances and depreciation applicable to such assets must not exceed the total acquisition cost of the assels.

e, When the depreciation method is used for bulldings, a bullding‘s shell may be segregated from each building component (e.g. ,
plumbing system, heating, and air conditioning system, etc.) and each item depreciated over its estimated useful life; or the entire
building (4.e. , the shell and all components) may be treated as a single asset and depreciated over a single useful life,

f, When the depreclation method is used for a particular class of assets, no depreciation may be allowed on any such assets that
under subparagraph 11.d of this appendix, would be viewed as fully depreciated. However, a reasonable use allowance may be '
negotiated for such assets if warranted after taking into consideration the amount of depreclation previously charged o the Federal
Government, the estimated useful life remaining at time of negotiation, the effect of any increased maintenance charges or
decreased efficiency due to age, and any other factors pertinent to the ulilizalion of the asset for the purpose contemplated.

g. Criteria where the use allowance method Is followed:

(1) The use allowance for buildings and improvement (fincluding land improvements, such as paved parking areas, fences, and -
sidewalks) will be computed at an annual rate not exceeding two percent of acquisition cost.

(2) The use allowance for equipment will be computed at an annual rate not exceeding six and two-thirds percent of acquisition
cast. When the use allowance method is used for buildings, the entire building must be tréated as a single asset; the building's
components ( 8.g. , plumbing system, heating and air conditioning, etc,) cannot be segregated from the building's shell,

(3) The two percent iimitation, however, need not be applied to equipment which is merely allached or fastened to the bullding but
not permanently fixed to It and which is used as furnishings or decoratlons or for specialized purposes ( e.g. , dentlst chalrs and
dental treatment units, counters, laboratory benches bolted to the floor, dishwashers, modular furniture, carpeting, etc.). Such
equipment will be considered as not being permanently fixed to the building if it can be removed without the need for costly or
extensive alterations or repairs 1o the building or the equipment. Equipment that meets these criterla will be subject to the -

62/3percent equipment use allowance limitation. :

h. Charges for use allowances or depreciation must be supported by adequate property records and physlcal Inventories rﬁust be
taken at least once every two years (a stalistical sampling basis is acceptable) to ensure that assets exist and are usable and
needed. When the depreclation method is followed, adequate depreciation records indicaling the amount of depreclation taken

each period must also be maintained.

12. Donations and contributions.

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

b. Donated services received:
(1) Donated or volunteer services may be furnished to an organization by professional and technical personnel, consultants, and
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other skilled and unskjlled labor. The value of these services is not reimbursable either as a direct or indirect cost. However, the
value of donated services may be used to meet cost sharing or matching requirements in accordance with the Common Ru|é,

(2) The value of donated services utilized in the performance of a direct cost acfivity shall, when material in amount, be considered
in the determination of the non-profit organization's indirect costs or rate(s) and, accordingly, shall be allocated a proportionate
.share of applicable Indirect costs when the following exist: .

(a) The aggregate value of the services is material;
{b) The servicas are supported by a significant amount of the indirect costs incurred by the non-profit organization; and
(c) The direct cost actlvily Is not pursued primarily for the benefit of the Federal Government.

(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 an appropriate allocation of indirect cost to the services,

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

(5) The value of the donated services may be used to mest cost sharing or matching requirements under conditions described in
Section 215.23 of 2 CFR part 215 (OMB Circular A-110). Where donated services are treated as indirect costs, indirect cost rates
will separate the value of the donations so that reimbursement will not be made. '

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

(2) The value of the donations may be used to meet cost sharing or matching share requirements under the conditions described In
2 CFR part 216 (OMB Circutar A-110). Where donations are treated as indirect costs, indirect cost rates will separate the value of
the donations so that reimbursement will not be made.

. 13. Employee morale, health, and welfare costs,

a. The costs of employee information publications, healith or first-ald dlinics and/or infirmaries, recreational activities, employee
counseling services, and any other expenses incurred in accordance with the non-profit organization's established practice or
custom for the improvement of working conditions, employer-employee relations, employee morale, and employee performance are
allowable.

b. Such costs wiil be equitably apportioned to all activitles of the non-profit organizatioﬁ. Income generated from any of these
activities will be credited to the cost thereof unless such income has been Jrrevocably set over to employee welfare arganizations.

14. Entertainment costs. Costs of entertainment, 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. Equipment and other capital expenditures.
a. For purposes of this subparagraph, the following definitions apply:

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

(2) “Equipment’ means an article of nonexpendable, tangible personal property having a useful lifé of more than one year and an
acquisition cost which equals or exceeds the lesser of the capitalization level established by the non-profit organization for financial
statement purposes, or $5000.

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

(4) “General purpose equipment’ means equipment, which is not limited to research, medical, scientific or other technical activities.
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and furnishings, modular offices, telephone networks, information technology equipment an

Examples include office equipment
systems, air conditioning equipment, reproduction and printing equipment, and motor vehicles.

b. The following rules of allowability shall apply to equipinent and other capital expendilures:

- (1) Capilal expendilures for general purpose equipment, buildings, and land are unallowable as direct charges, except where

approved in advance by the awarding agency.

(2) Capllal expenditures for special purpose equipment are allowable as direct costs, provided that items wilh a unit cost of $5000

or more have the prior approval of the awarding agency.

(3) Capilal expendilures for improvements-to land, buildings, or equipment which materially increase their value or usefut life are
unallowable as a direct cost except with the prior approval of the awarding agency.

ragraph 16.b.(1), (2), and (3) above, capilal expenditures will be charged in

(4) When approved as a direct charge pursuant to pa
iate by and negotiated with the awarding

the period in which the expenditure is incurred, or as otherwise determined appropr
agency.

(5) Equipment and other caplial expenditures are unallowabte as indirect costs. However, see paragraph 11., Depreciation and use
alfowance, of this appendix for rules on the allowability of use allowances or depreclation on bulldings, capital improvements, and
equipment. Also, see paragraph 43., Rental costs of buildings and equipment, of this appendix for rules on the allowabillity of rental
costs for land, bulldings, and equipment. _ ' .

(6) The unamortized portion of any equipment written off as a result of a change In capltalization levels may be recovered by
continuing to claim the otherwise allowable use allowances or depreciation on the equipment, or by amortizing the amount to be
written off over a period of years negotiated with the cognizant agency.

g from violations of, or fallure of the organization to comply with

16. Fines and penalties. Costs of fines and penalties resultin
sult of compliance with specific .

Federal, State, and local laws and regulations are unallowable except when incurred as are
provisions of an award or instructions in writing from the awarding agency.

17. Fund raising and investment management costs. a. Costs of organized fund raising, including financial campaigns, endowment
drives, solicitation of gifts and bequests, and similar expenses incurred solely to raise capital or obtain contributions are
unallowable. '

b. Costs of lnvéstment counsel and staff and similar expenses Incurred solely to enhance income from investments are
unallowable. ' - '

¢. Fund raising and investment activities shall be allocated an appropriate share of indirect costs under the condilions described in
subparagraph B.3 of Appendix A to this part.

18. Gains and losses on depreciable assets. a. (1) Gains and losses on sale, retirement, or other disposition of depreclable
property shall be included in the year in which they occur as credits or charges to cost grouping(s) In which the depreciation
applicable to such property was included. The amount of the gain or loss fo be included as a credit or charge to the appropriate
cost grouping(s) shall be the difference between the amount realized on the property and the undepreciated basis of the property.
(2) Gains and losses on the disposition of depreclable properly shall not be recognized as a separate credit or charge under the
following conditions:

(a) The gain or loss is processed through a depreciation account and is reflected in the depreciation allowable under paragraph 11
of this appendix. :

(b) The properly Is given in exchange as part of the purchase price of a similar item and the gain br loss is taken into account in
determining the depreciation cost basis of the new ltem.

(©) A loss results from the failure to maintain permissible Insurance, except as otherwise provided in paragraph 22 of this appendix.

(d) Compensation for the use of the properly was provided through use allowances in lieu of depreciation in accordance with
paragraph 9 of this appendix. k

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

b. Galns or losses of any nature arising from the sale or exchange of property other than the 'property covered In subparagraph a
shall _be excluded in compuling award costs.
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19. Goods or services for personal use. Costs of goods or services for personal use of the organization’s employees are
-~ unallowable regardless of whether the cost Is reported as taxable income to the employees.

20. Housing and personal living expenses. a. Costs of housing ( e.g. , deprecialion, maintenance, utilities, furnishings, rent, etc)
housling allowances and personal living expenses for/of the organization's officers are unallowable as fringe benefit or indirect co,st‘
regardless of whether the cost is reported as taxable income to the employees. These costs are aliowable as direct costs to )
sponsored award when hecessary for the performance of the sponsored award and approved by awarding agencles,

b. The term “officers” Includes current and past officers and employees.
21. Idle facilities and idle capaclly. a. As used in this section the following terms have the meanings set fdrth below:

(1) “Facllities” means land and bulldings or any portion thereof, equipment individually or collectively, or any other tangible capital
asset, wherever located, and whether owned or leased by the non-profit organization.

(2) “Idle facilities” means completely unused facilities that are excess to the non-profit organization's current needs.

(3) “Idle capacity” means the unused capacily of partially used facilities. It is the difference between: That which a facility could
achieve under 100 percent operaling time on a one-shift basis less operating interruptions resulting from time lost for repairs,
setups, unsatisfactory materials, and other normal delays; and the extent to which the facillty was actually used to meet demands
during the accounting perlod. Amulti-shift basis should be used if it can be shown that this amount of usage would normally be
expected for the type of facility invoived.

" (4) “Cost of idle facilities or idle capacity” means costs such as maintenance, repair, housing, rent, and other related costs, e.g. ,
insurance, interest, property taxes and depreciation or use allowances.

b. The costs of idle facilities are unallowable except to the extent that:
(1) They are necessary to meet fluctuations in workload; or

(2) Although not necessary to meet fluctuations in workload, they were necessary when acquired and are now idle because of
changes in program requirements, efforts to achieve more economical operations, reorganization, termination, or other causes
which could not have been reasonably foraseen. Under the exception stated in this subparagraph, costs of idle facilities are
allowable for a reasonable period of time, ordinarily not to exceed one year, depending on the initiative taken to use, lease, or
dispose of such facilities. »

¢. The costs of idle capacity are normal costs of doing business and are a factor In the normal fluctuations of usage or indirect cost
rates from period to period. Such costs are allowable, provided that the capacity is reasonably anticipated to be necessary or was
originally reasonable and is not subject to reduction or elimination by use on other Federal awards, subletting, renting, or sale, In
accordance with sound business, economiic, or security practices. Widespread idle capacity throughout an entire facility or among ¢
aroup of assets having substantially the same function may be consldered idle facilities.

22. Insurance and indemnification. a. Insurance includes insurance which the organization is required to carry, or which is
approved, under the terms of the award and any other insurance which the organization maintains in connection with the general
conduct of its operations. This paragraph does not apply to insurance which represents fringe benefits for employees (see
subparagraphs 8.g and 8.i(2) of this appendix). '

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

(2) Costs of other Insurance maintained by the organization in connection with the general conduct of its operations are allowable
subject to the following limitations: :

(a) Types and extent of coverage shall be in accordance with sound business practice and the rates and premiums shall be
reasonable under the circumstances. :

(b) Costs aliowed for business Interruption or other similar insurance shall be limited to exclude coverage of management fees.

(©) Costs of insurance or of any provisions for a reserve covering the risk of loss or damage to Federal property are allowable only
to the extent that the arganization is liable for such loss or damage.

(d) Provisions for a reserve under a self-insurance program are allowable to the extent that types of coverage, exent of coverage,

rates, and premiums would have been allowed had insurance been purchased to cover the risks. However, provision for known or

reasonably estimated self-insured liabllities, which do not become payable for more than one year after the provision is made, shall
not exceed the present value of the liabifity.
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(e) Costs of insurance on the lives of trustees, officers, or other employees holding positions of similar responsibilities are allowable
only to the extent that the insurance represents additional compensation (see subparagraph 8.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 insurance with respect to any costs incurred to correct defects In the organization's materiafs
or workmanship are unallowable. | ¢

(g) Medical lability (malpractice) insurance. Medical liability insurance is an allowable cost of Federal research programs only to
the extent that the Federal research programs involve human subjects or training of participants in research techniques. Medical
liability insurance costs shall be treated as a direct cost and shall be assighed to individual projects based on the manner in which

the insurer allocates the risk to the population covered by the Insurance.

(3) Actual losses which could have been covered by permissible insurance (through thé purchase of Insurance or a self-insurance
program) are unallowable unless expressly provided for In the award, except:

(a) Costs incurred because of losses not covered under nominal deductible insurance coverage provided in keeping with .sound
business praclice are allowable. .

(b) Minor losses not covered by insurance, such as spoilage, breakage, and disappearance of supplies, which occur in the ordina
course of operatlons, are allowable. n

b. Indemnification includes securing the organization against liabllities to third persons and any other loss or damage, not
compensated by insurance or otherwise. The Federal Government Is obligated to indemnify the organization only to the extent

expressly provided in the award. .

23, Interest. a. Costs incurred for Interest on borrowed capital, temporary use of endowment funds, or the use of the non-profit
organization's own funds, however represented, are unallowable. However, interest on debt incurred after September 29, 1995 to
acquire or replace capital assets (including renovations, alterations, equipment, land, and capital assets acquired througt‘n capital
leases), acquired after September 28, 1995 and used in support of Federal awards is allowable, provided that:

(1) For facilities acquisilions (excluding renovations and alterations) costing over $10 million where the Federal Government's
reimbursement is expected to equal or exceed 40 percent of an assel’s cost, the non-profit organization prepares, prior to the
acquisition or replacement of the capltal assel(s), a justification that demonstrates the need for the facllity in the conduct of
federally-sponsored activities. Upon request, the needs justification must be provided to the Federal agency with cost cognizance
authority as a prerequisile to the continued allowability of interest on debt and depreciation related to the facllity. The needs
justification for the acquisition of a facility should include, at minimum, the following: :

(a) A statement of purpose and justification for facility acquisition or replacement.
(b) A statement as to why current facilities are not adequate.
(c) A statement of planned fulure use of the facility.

(d) A description of the financing agreement to be arranged for the facility.

(e) A summary of the bullding contract with estimated cost information and statement of source and use of funds.

(f) A schedule of planned occupancy dates.

(2) For facilities costing over $500,000, the non-profit organization prepares, prior to the acquisition or replacement of the facillty, a
lease/purchase analysis in accordance with the provisions of §§215.30 through 216.37 of 2 CFR 215 (OMB Circular A-110) whi’ch
shows that a financed purchase or capital lease is less costly to the organization than other leasing alternatives, on a net pre'asent
value basls. Discount rates used should be equal to the non-profit organization's anticipated interest rates and should be no higher
than the fair market rate available to the non-profit organization from an unrelated (“arm's iength”) third-party. The lease/purchase
analysis shall include a comparison of the net present value of the projected total cost comparisons of both alternalives over the
period the asset is expected to be used by the non-profit organization. The cost comparisons assciated with purchasing the facility
shall include the estimated purchase price, anticipated operating and maintenance costs (including property taxes, if applicable) no
included In the debt financing, less any estimated asset salvage value at the end of the period defined above. The cost comparison
for a capital lease shall include the estimated total lease payments, any estimated bargain purchase option, operating and
maintenance costs, and taxes not included in the capital leasing arrangement, less any estimated credits due under the lease at the
end of the perlod defined above. Projected operating lease costs shall be based on the anticipated cost of leasing comparable
facilities at fair market rates under rental agreements that would be renewed or reestablished over the period defined above, and
any expected maintenance costs and allowable property taxes to be borne by the non-profit organization directly or as part of the

lease arrangement.



3lectronic Code of Federal Regulations: hitp://ecfr.gpoaccess.gov/cgi/t/text/text-idx?c e c fr &sid=f5d2bf6£338d..

(3) The actual interest cost claimed is predicated upon interest rates that are no higher than the fair market rate available to the
. non-profit organization from an unrelated (“arm's length®) third party.

(4) Investment earnings, Including interest income, on bond or loan principal, pending payment of the construction or acquisition
costs, are used to offset allowable interest cost. Arbitrage earnings reportable to the Internal Revenue Service are not required to
be offset against allowable interest costs.

(5) Relmbursements are limited to the least costly alternative based on the total cost analysis required under subparagraph 23.b. of
this appendix. For example, If an operating lease Is determined to be less costly than purchasing through debt financing, then o
reimbursement is limited to the amount determined-if leasing had been used. In all cases where a lease/purchase analysis is
performed, Federal reimbursement shall be based upon the least expensive alternative.

(6) Non-profit organizations are also subject to the following conditions:

(a) Interest on debt Incurred to finance or refinance assets acquiréd before or reacquired after September 29, 1995, is not
allowable. v

(b) Interest altributable to fully depreciated assets Is unallowable.

(o) For debt arrangements over $1 miillion, unless the non-profit organization makes an initial equity contribution to the asset
purchase of 25 percent or more, non-profit organizations shalt reduce claims for interest expense by an amount equal to imputed
interest earnings on excess cash flow, which is to be calculated as follows. Annually, non-profit organizations shall prepare a
cumutlative (from the inception of the project) report of monthly cash flows that includes inflows and outflows, regardless of the
funding source. Inflows consist of depreciation expense, amortization of capitalized construction interest, and annual interest
expense. For cash flow calculations, the annual inflow figures shall be divided by the number of months in the year (usually 12) thal
the bullding is in service for monthly amounts. Outflows consist of initial equity contributions, debt principal payments (less the pro
rata share attributable to the unallowable costs of land) and interest payments. Where cumulative inflows exceed cumulative
outflows, interest shall be calculated on the excess inflows for that period and be treated as a reduction to allowable interest
expense, The rate of interest to be used to compute eamings on excess cash flows shali be the three month Treasury Bill closing
rate as of the last business day of that month. - '

(d) Substantial relocation of federally-sponsored activities from a facility financed by indebtedness, the cost of which was funded in
whole or part through Federal relmbursements, to another facllity prior to the expiration of a period of 20 years requires notice to
the Federal cognizant agency. The extent of the relocation, the amount of the Federal participation in the financing, and the
depreciation and Interest charged to date may require negotlation and/or downward adjustments of replacement space-charged to
Federal programs in the future. :

(e) The allowable costs to acquire facilities and equipment are limited to a fair market value available to the non-profit organization
from an unrelated (“arm's length”) third party.

b. For non-profit organizations subject to “full coverage” under the Cost Accounting Standards (CAS) as defined at 48 CFR
9903.201, the interest allowability provisions of subparagraph a do not apply. Instead, these organizations' sponsored agreements
are subject to CAS 414 (48 CFR 9803.414), cost of money as an element of the cost of facilities capital, and CAS 417 (48 CFR
9903.417), cost of money as an element of the cost of capital assets under construction.

c. The following definitions are to be used for purposes of this paragraph:

(1) Re-acquired assets means assets held by the non-profit organization prior to September 29, 1995 that have again come to be
held by the organization, whether through repurchase or refinancing. It does not include assets acquired to replace older assets.

(2) Initia! equity contribution means the amount or value of contributions made by non-profit organizations for the acquisition of the
asset or prior to occupancy of faclitles. '

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

24. Labor relations costs, Costé incurred in mainteining satisfactory relations between the organization and its eémployees, including
costs of labor management committees, employee publications, and other related activities are allowable. ;

25. Lobbying. a. Notwithstanding other provisions of this dppendix, costs assoclated witﬁ the following activities are unallowable:

(1) Attempts to influence the outcomes of any Federal, State, or local election, referendum, initiative, or similar procedure, through
in kind or cash contributions, endersements, publiclty, or similar activity;

(2) Establishing, administering, contributing to, or paying the expenses of a political party, campaign, political action committee, or
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other organization established for the purpose of influencing the outcomes of elections;

(3) Any attempt to influence: The Introduction of Federal or State legislation; or the enactment or modification of any pending s
Federal or State leglslation through communication with any member or employee of the Congress or State legislature (Including ;
efforts to influence State or local officials to engage in similar lobbying activity), or with any Government official or employee in

connection with a decision to sign or veto enrolled legistation;

(4) Any altempt to influence: The introduction of Federal or State legislation; or the enactment or modification of any Pending -
Federal or State legislation by preparing, distributing or using publicity or propaganda, 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, lobbying campaign

or letter writing or telephone campaigri; or .

(5) Legislative liaison activities, including attendance at legislative sessions or committee hearings, gathering information regarding
legislation, and analyzing the effect of legislation, when such activities are carried on in support of or in knowing preparation for an

effort to engage in unallowable fobbying.
b. The following aclivities are excepted from the coverage of subparagraph 25.a of this appendix:

(1) Providing a technical and factual presentation of information on a toplc directly related to the performance of a grant, contratt or
other agreement through hearing testimony, statements or letters to the Congress or a State legislature, or subdivision, member, or
cognizant staff member thereof, in response to a documented request (including a Congressional Record notice requesting

* testimony or statements for the record at a regularly scheduled hearing) made by the recipient member, legislative body or
subdivision, or a cognizant staff member thereof; provided such information Is readily obtainable and can be readily put in
deliverable form; and further provided that casts under this sectlon for travel, lodging or meals are unallowable unless incurred to
offer testimony at a regularly scheduled Congressional hearing pursuant to a written request for such presentation made by the
Chairman or Ranking Minorily Member of the Committee or Subcommiiitee conducling such hearing.

(2) Any lobbying made unallowable by subparagraph 25.a.(3) of this appendix to influence State legislation in order to directly
reduce the cost, or to avoid material impairment of the organizatlon's authority to perform the grant, confract, or other agreement.

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

c. (1) When an organization seeks reimbursement for indirect costs, total lobbying costs shall be separately ldentified in the indirect
cost rate proposal, and thereafter treated as other unallowable activity costs In accordance with the procedures of subparagraph

B.3 of Appandix Ato this part.”

(2) Organizations shall submit, as part of the annual indirect cost rate proposal, a certification that the requirements and standards
of this paragraph have been complied with.

(3) Organizations shall maintain adequate records to demonstrate that the determination of costs as being allowable or unallowable
pursuant to paragraph 25 complies with the requirements of this Appendix. ‘

(4) Time logs, calendars, or similar records shall not be required to be created for purposes of complying with this paragraph during
any particular calendar month when: the employee engages in lobbying (as defined in subparagraphs 25.a. and b, of this appendi);)
25 percent or less of the employee's compensated hours of employment during that calendar month, and within the preceding
five-year period, the organization has not materially misstated allowable or unallowable costs of any nature, including legisiative
lobbying costs. When the conditions described in this subparagraph are met, organizatlons are not required to establish.records to
support the allowabiiity of claimed costs in addition to records already required or maintained. Also, when the conditions described
in this subparagraph are met, the absence of time logs, calendars, or similar records will not serve as a basis for disallowing costs

by contesting estimates of lobbying time spent by employees during a calendar month.

(6) Agencies shall establish procedures for resolving in advance, in consultation with OMB, any significant questions or
disagreements concerning the interpretation or application of paragraph 25. Any such advance resolution shall be binding in any
subsequent settiements, audits or investigations with respect to that grant or contract for purposes of interpretation of this
Appendix; provided, however, that this shall not be construed fo prevent a contractor or grantee from contesting the lawfulness of

such a determination.

d. Executive lobbying costs. Costs incurred in attempting to improperly influence either directly or Indirectly, an employee or officer
of the Executive Branch of the Federal Government to give consideration or to act regarding a sponsored agreement or a
regulatory matter are unallowable, Improper influence means any influence that induces or tends to induce a Federal employee or
officer to give consideration or to act regarding a federally-sponsored agreement or regulatory matter on any basls other than the

merits of the matter.

26. Losses on other sponsored agreements or contracts. Any excess of costs over income on any award is unallowable as a cost o
any other award. This Includes, but is not limited to, the organization's contributed portion by reason of cost sharing agreements or
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any under-recoveries through negotiation of lump sums for, or ceilings on, indirect costs.

27.-Maintenance and repalr costs. Costs incurred for necessary malntenance, repair, or upkeep of buildings and equipment

(including Federal property unless otherwise provided for) which neither add to the permanent value of the properly nor appreciabl

prolong its intended life, but keep it in an efficient operating condition, are allowable. Costs incurred for improvements which adlc?t !

the permanent value of the bulldings and equipment or appreciably prolong their intended life shalt be treated as capital °
. expenditures (see paragraph 15 of this appendix). )

28. Materials and supplies costs. a. Costs incurred for materials, supplies, and fabricated parts necessary to carry out a Federal
award are allowable,

b. Purchased materials and supplies shall be charged at their actual prices, net of applicable credits, Withdrawals from geheral
stores or stockrooms should be charged at their actual net cost under any recognized method of pricing inventory Withdrawals
consistently applied. Incoming transportation charges are a proper part of materials and supplies costs. '

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

d. Where federally-donated or furnished materials are used in performing the Federal award, such materials will be used without
charge.

29. Meetings and conferences. Costs of meetings and conferences, the primary purpose of which is the dissemination of technical
information, are allowable. This includes costs of meals, fransportation, rental of facllities, speakers' fees, and other items incidenta
to such meetings or conferences. But see paragraphs 14., Entertainment costs, and 33., Particlpant support costs of this appendix

30. Memberships, subscriptions, and professional activity costs. a. Costs of the non-profit organizétlon's membership in business
technical, and professional organizations are allowable. !

b. Costs of the non-profit organization's subscriptions to business, professional, and technical periodicals are allowable,
¢. Costs of membership in any civic or community organization are allowable with prior approvai by Federal cognizant agency.
. d. Costs of membership in any country ciub or social or dining club or organization are unallowable. '

31. Organizatlon costs. Expéndltures, such as incorporation fees, brokers' fees, fees to promoters, organizers or management
consultants, attomeys, accountants, or investment counselors, whether or not employees of the organization, in connection with
establishment or reorganization of an organization, are unallowable except with prior approval of the awarding agency.

32. Page charges in p?ofesSional journals, Page charges for professional journal publications are allowable as anecessary part of
research costs, where: :

a. The research papers report work supported by the Federal Government; and

b. The charges are levied impartially on all research papers published by the journal, whether or not by federally-sponsared
authors. :

33. Participant support costs. Participant support costs are direct costs for items such as slipends or subsistence allowances, trave
allowances, and registration fees paid to or on behalf of participants or trainees (but not employees) in connection with meetings,

conferences, symposia, or training projects. These costs are allowabls with the prior approval of the awarding agency.

34. Patent costs. a. The following costs relating to patent and copyright matters are allowable: cost of preparing disclosures,
reports, and other documents required by the Federal award and of searching the art to the extent necessary to make such
disclosures; cost of preparing documents and any other patent costs in connection with the fiting and prosecution of a United
States patent application where title or royalty-free license is required by the Federal Government to be conveyed fo the Federal
Government; and general counseling services relaling to patent and copyright matters, such as advice on patentand copyright
laws, regutations, clauses, and employee agreements (but see paragraphs 37., Professional services costs, and 44,, Royalties and
other costs for use of patents and copyrights, of this appendix).

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

(1) Cost of preparing disclosures, reports, and other documents and of searching the art to the extent necessary fo make
disclostres not required by the award. : ,

(2) Costs in connection with filing and prossculing any foreign patent application, or any United States palent application, where
the Federal award does not require conveying title or a royaity-free license to the Federal Government (but see paragraph 45.,
Royalties and other costs for use of patents and copyrights, of this appendix).



Electronic Code of Federal Regulations: | http://ecfr.gpoaccess.gov/cgi/t/text/text-id;(?c=ecﬁ&sid=5abeéﬂgg(

35. Plant and homeland securlty costs. Necessary and reasonable expenses incurred for rouline and homeland security to protect
. facilities, personnel, and work products are allowable. Such costs include, but are not limited 1o, wages and uniforms of personne|
" engaged in securily activities; equipment; barriers; contractual securily services; consultants; etc. Capital expenditures for
homeland and plant security purposes are subject to paragraph 15., Equipment and other capital expenditures, of this appendiy,

36. Pre-agreement costs. Pre-award costs are those incurred prior to the effective date of the award directly pursuant to the
negotiation and in anticlpation of the award where stich 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 allowable if incurred after the date of

the award and only with the written approval of the awarding agency.

37. Professional services costs. a. Costs of professional and consultant services rendered by persons who are members of a
particular profession or possess a special skill, and who are not officers or employees of the non-profit organization, are allowable
subject to subparagraphs b and ¢ when reasonable in refation to the services rendered and when not contingent upon Iecovery of'
the costs from the Federal Government. In addition, legal and related services are limited under paragraph 10 of this appendix.

b. In determining the allowability of costs in a particular case, no single factor or any special combination of factors is necessarily

determinative. However, the following factors are relevant:
(1) The nature and scope of the servica rendered in relation to the service required.

(2) The necessity of contracting for the service, considering the non-profit organization's capability in the particular area,

(3) The past paltern of such costs, particularly In the years prior to Federal awards.
(4) The impact of Federal awards on the non-profit organization's business (/.e. , what new problems have arisen).
(5) Whether the proportion of Federal work to the non-profit erganization’s fotal business is such as to influence the non-profit

organization in favor of incurring the cost, particularly where the services rendered are not of a continuing nature and have little
relationship to work under Federal grants and contracts.

(6) Whether the service can be performed more economically by direct employment rather than contracting.

(7) The qualifications of the individual or concern rendering the service and the customary fees éharged, especially on non-Federal

awards. .
(8) Adequacy. of the contractual agreement' for the service ( e.g. , description of the service, estimate of time required, rate of
compensation, and termination provisions). '

c. In addition to the factors in subparagraph 37.b of this appendix, retainer fees to be allowable must be supported by evidence of
bona fide services available or rendered _

38. Publication and printing costs. a. Publication costs include the costs of printing (including the processes of composition, plate-
making, press work, binding, and the end products produced by such processes), distribution, promotion, mailing, and general

handling. Publication costs also include page charges in professional publications.
b. If these costs are not identifiable with a particular cost objective, they should be allocated as indirect costs to all beneﬁﬂﬁg
activitles of the non-profit organization.

¢. Page charges for professional journal publications are allowable asa necessary part of research costs where;

(1) The research papers report work supported by the Federal Government: and

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

39. Rearrangement and alteration costs. Costs incurred for ordinafy or normal rearrangement and alteration of facilities ar~
allowable. Special arrangement'and alteration costs incurred specifically for the project are allowable with the prior approvii of the
awarding agency.

40. Reconversion costs. Costs incurred in the restoration or rehabilitation of the non-profit organization's facilties to approximately
the same condilion existing immediately prior to commencement of Federal awards, less costs related to normal wear and tear, are
allowable. '

41. Recruiting costs. a. Subject to subparagraphs 41.b, ¢, and d of this appendix, and provided that the size of the staff recruited
and maintained is in keeping with workload requirements, costs of “help wanted" advertising, operating costs of an employment
office necessary to secure and maintain an adequate staff, costs of operating an aplitude and educational testing program, travel
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any under-recoveries through negotiation of lump sums for, or ceilings on, indirect costs.

27. Malntenance and repair costs. Costs Incurred for necessary maintenance, repair, or upkeep of bulldings and equipment

(Including Federal property unless otherwise provided for) which neither add fo the permanent value of the properly nor appreciabl

prolong its intended life, but keep it in an efficient operating condition, are allowable. Costs Incurred for improvements which a\d;l t )

the permanent value of the buildings and equipment or appreciably prolong their intended life shall be treated as capital 0
. expenditures (see paragraph 15 of this appendix), '

28. Materials and supplles costs. a. Costs incurred for materials, supplies, and fabricated parts necessary to carry out a Federal
award are allowable,

b, Purchased materials and supplies shall be charged at their actual prices, net of applicable credits. Withdrawals from geheral
stores or stockrooms should be charged at their actual net cost under any recognized method of pricing inventory Withdrawals
consistently applied. Incoming transportation charges are a proper pait of materials and supplies costs. '

c. Only materials and supplies actually used for the performaAnce ofa Federél award may be charged as direct costs.

d. Where federally-donated or furnished materials are used in performing the Federal award, such materials will be used without
charge.

29. Meetings and conferences. Costs of meetings and conferences, the primary purpose of which is fhe dissemination of technical
information, are allowable. This includes costs of meals, transportation, rental of faclliies, speakers' fees, and other items incidenta
to such meetings or conferences. But see paragraphs 14., Entertainment costs, and 33., Participant support costs of this appendix,

30. Memberships, subscriptions, and professional aclivity costs. a. Costs of the non-profit organizétion‘s membership in business
technical, and professional organizations are allowable. '

b. Costs of the non-profit organization's subscriptions to business, professional, and technical periodicals are allowable.
c. Costs of membership in any civic or communily organization are allowable with prior approval by Federal cognizant agency.
\ d. Costs of membership in any country club or soclal or dining club or organization are unallowable. .

31. Organization costs. Expéndltures, such as incorporation fees, brokers' fees, faes to promoters, organizers or management
consultants, attorneys, accountants, or investment counselors, whether or not employees of the organization, in connection with
establishment or reorganization of an organization, are unallowable except with prior approval of the awarding agency.

32. Page charges in p?ofesSional Journals. Page charges for professional journal publications are allowable as a necessary part of
research costs, where:

a. The research papers report work supported by the Federal Government; and

b. The charges are levied impartially on all research papers published by the journal, whether or not by federally-sponsored
authors. '

33. Particlpant support costs. Participant support costs are direct costs for items such as stipends or subsistence allowances, trave
allowances, and registration fees pald to or on behalf of participants or trainees (but not employees) in connection with meetings,
conferences, symposia, or training projects. These costs are allowable with the prior approval of the awarding agency.

34. Patent costs. a. The following costs relating to patent and copyright matters are allowable: cost of preparing disclosures,
reports, and other documents required by the Federal award and of searching the art to the extent necessary to make such
disclosures; cost of preparing documents and any other patent costs in connection with the filing and prosecution of a United
States patent application where tille or royalty-free license Is required by the Federal Government to be conveyed to the Federal
Government; and general counseling services relaling to patent and copyright matters, such as advice on patentand copyright
laws, regulations, clauses, and employee agreements (but see paragraphs 37., Professional services costs, and 44., Royalties and
other costs for use of patents and copyrights, of this appendix).

b. The following cogts related to patent and copyright matter are unallowable: )

j .
(1) Cost of preparing disclosures, reports, and other documents and of searching the art to the extent necessary to make
disclosures not required by the award. -

(2) Costs in connection with filing and prosecuting any foreign patent application, or any United States patent application, where
the Federal award does not require conveying title or a royaity-free license to the Federal Government (but see paragraph 45.,
Royalties and other costs for use of patents and copyrights, of this appendix).
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35. Plant and homeland security costs. Necessary and reasonable expenses incurred for routine and homeland securily to protect
facilities, personnel, and work products are allowable. Such costs include, but are not limited to, wages and uniforms of persbnne[
engaged in securily activities; equipment; barriers; contractual securily services; consultants; etc. Gapital expenditures for
homeland and plant security purposes are subject to paragraph 15., Equipment and other capital expenditures, of this appendiyx.

i

36. Pre-agreement costs. Pre-award costs are those incurred prior to the effective date of the award directly pursuant to the
negotiation and in anticipation of the award where such costs are necessary to comply with the proposed delivery schedule or
period of performance. Such costs are allowable only to the extent that they would have been allowable if Incurred after the date of

the award and only with the written approval of the awarding agency.

37. Professional services costs. a. Costs of professional and consultant services rendered by persons who are members of a
particular profession or possess a special skill, and who are not officers or employees of the non-profit organization, are allowable
subject to subparagraphs b and ¢ when reasonable in relation to the services rendered and when not contingent upon recovery of'
the costs from the Federal Government. In addition, legal and related services are limited under paragraph 10 of this appendix,

b. In determining the allowability of cosls in a particular case, no single factor or any special combination of factors is hecessarily

determinative. However, the following factors are relevant:
(1) The nature and scope of the service rendered in refation to the service required.

(2) The necessity of coniracting for the service, considering the non-profit organization's capability in the particular area.

(3) The past pattern of such costs, particularly In the years prior to Federal awards.

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

(5) Whether the proportion of Federal work to the non-profit organization's fotal business is such as to influence the non-profit
organization in favor of incurring the cost, particularly where the services rendered are not of a conlinuing nature and have little
relatlonship to work under Federal grants and confracts.

(6) Whether the service can be performed more economically by direct employment rather than contracting.

Al

(7) The qualifications of the individual or concern rendering the service and the customary fees bharged, especially on non-Federal
awards.

(8) Adequacy of the contractudl agreement for the service ( e.g. , description of the service, estimate of time required, rate of
compensation, and termination provisions). S

. In addition to the factors in subparagraph 37.b of this appendix, retainer fees to be allowable must be supported by evidence of
bona fide services available or rendered o

38. Publication and printing costs. a. Publication costs include the costs of printing (including the processes of composition, plate-
making, press work, binding, and the end products produced by such processes), distribution, promotion, mailing, and general

handling. Publication costs also Include page charges in professional publications.

b. if these costs are not identifiable with a particular cost objective, they should be allocated as indirect costs to all beneﬁﬁnQ
aclivities of the non-profit organization.

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

(1) The research papers report work supported by the Federal Government: and

2 The charges are levied Impartially on all research papers published by the journal, whether or not
authors.

39. Rearrangement and alteration costs. Costs incurred for ordinary or normal rearrangement and alteration of facilities are
allowable. Special arrangement and alteration costs incurred specifically for the project are allowable with the prior approval of the

awarding agency.

40. Reconversion costs. Costs incurred in the restoration or rehabilitation of the non-profit organizalion's facilities to approximately
the same condition existing immediately prior to commencement of Federal awards, less costs related to normal wear and tear, are '

.by federally-sponsored

allowable. '
41. Recruiting costs. a. Subject to subparagraphs 41.b, ¢, and d of this appendix, and provided that the size of the staff recruited
and maintained is in keeping with workload requirements, costs of “help wanted” advertising, operating costs of an employment

office necessary to secure and maintain an adequate staff, costs of operating an aplitude and educational testing program, travel
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costs of employees whlle engaged in recruiting personnel, travel costs of applicants for interviews for prospective employment. and
relocation costs incurred incident to recruitment of new employees, are allowable to the extent that such costs are incurred '
pursuant to a well-managed recruitment program. Where the organization uses employment agencies, costs that are not i excess
of standard commercial rates for such services are allowable. :

" b. in publications, costs of help wanted advertising that includes color, includes advertising material for other than recrultment
purposes, or Is excessive in size (faking into consideration recruitment purposes for which intended and normal organizational
practices in this respect), are unallowable. '

c. Costs of help wanted advertising, speclal emoluments, fringe benefits, and salary allowances incurred to aftract professional
personnel from other organizations that do not meet the test of reasonableness or do not conform with the established practices of
the organization, are unallowable,

d. Where relocation costs incurred incident to recruitment of a new employee have been allowed either as an allocable direct or
indirect cost, and the newly hired employee resigns for reasons within his control within twelve months after being hired, the
organization will be required to refund or credit such relocation costs to the Federal Government. ' '

42, Relocation costs. a. Relocation costs are costs incldent to the permanent change of duty assignment (for an indefinite period or
for a slated period of not less than 12 months) of an existing employee or upon recruitment of a new employee. Relocation costs
are allowable, subject to the limitation described in subparagraphs 42.b, c, and d of this appendix, provided that:

(1) The move is for the benefit of the employer.

(2) Reimbursement to the employee is in accordénce with an established written policy consistently followed By the employer.
(3) The reimbursement does not exqeed the employee's actual (or reasonably estimated) expenses.

b. Allowable relocation costs for current employees are limited to the following:

(1) The costs of transportation of the employee, members of his immediate family and his housshold, and personal effects to the
new lacation. .

(2) The costs of finding a new home, such as advance trips by employees and spouses to locate living quarters and temporary
“lodging during the transition period, up to maximum period of 30 days, including advance trip time.

(3) Closing costs, such as brokerage, legal, and appraisal fees, incident to the disposition of the employee's former home. These
costs, together with those described in subparagraph 42.b.(4) of this appendix, are limited to 8 percent of the sales price of the
employee's former home.

(4) The continuing costs of ownership of the vacant former home after the settiement or lease date of the employee’s new
permanent home, such as maintenance of buildings and grounds (exclusive of fixing up expenses), utilities, taxes, and property
insurance, , . _

(6) Other necessary and reasonable expenses normally incident to relocation, such as the costs of canceling an unexpired lease,
disconnecting and reinstalling household appliances, and purchasing Insurance against loss of or damages to personat property.
The cost of canceling an unexpired lease is limited to thres times the monthly rental.

c. Allowable relocation costs for new employees are limited to those described in subparagraph 42.b(1) and (2) of this appendix,
When relocation costs incurred incident to the recruitment of new employees have been allowed elther as a direct or indirect cost
and the employee resigns for reasons within his control within 12 months after hire, the organization shall refund or credit the
Federal Government for its share of the cost. However, the costs of travel to an overseas location shall be consldered travel costs

- In accordance with paragraph 60 and not relocation costs for the purpose of this paragraph If dependents are not permitted at the
location for any reason and the costs do not include costs of transporling household goods.

d. The following costs related to relocatidn are unallowable;

(1) Fees and other costs associated with acquiring a new home.

(2) Aloss on the sale of a former home. ‘

(3) Continuing mortgage principal énd interest payments on a home being sold.
(4) Income taxes pald by an employee related to relmbursed relocation costs.

43, Rental costs of buildings and equipment. a. Subject to the limitations described in subparagraphs 43.b. through d. of this
appendix, rental costs are allowable to the extent that the rates are reasonable in light of such factors as: Rental costs of
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market conditions in the area; alternatives available; and, the type, life expectancy, condition, and

comparable properly, if any;
hould be reviewed periodically to determine If circumstances have changed

value of the properly leased. Rental arrangements
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 organizalion contlnued to own the property. This amount would include expenses such as depreciation or use allowance

maintenance, taxes, and insurance.

¢. Rental costs under “less-than-arms-length® leases are allowable only up to the amount (as explained in subparagraph 43.b, of
this appendix) that would be allowed had fitle to the property vested in the non-profit organization. For this purpose, a less-than-
arms-length lease Is one under which one party to the lease agreement is able to control or substantially influence the actions of
the other. Such leases include, but are not limited to those between divislons of a non-profit organization; non-profit organizations
under common controf through common officers, directors, or members; and a non-profit organization and a director, trustee, -
officer, or key employee of the non-profit organization or his Immediate family, either directly or through corporations, trusts, or
similar arrangements in which they hold a controlling interest. For example, a non-profit organization may establish a separate
corporation for the sole purpose of owning property and leasing it back to the non-profit organization.

d. Rental costs under leases which are required to be treated as capital leases under GAAP are allowable only up to the amount’
(as explained in subparagraph b) that would be allowed had the non-profit organization purchased the property on the date the
lease agreement was executed. The provisions of Financial Accounting Standards Board Statement 13, Accounting for Leases
shall'be used to determine whether a lease is a capital lease. Interest costs related fo capltal leases are allowable to the extent'
they meet the criteria'in paragraph 23 of this appendix. Unallowable costs include amounts paid for profit, management fees, and

taxes that would not have been incurred had the non-profit organization purchased the facilily.

44. Royalties and other costs for use of patents and copyrights. a. Royalties on a patent or copyright or amoriization of the cost of
acquiring by purchase a copyright, patent, or rights thereto, necessary for the proper performance of the award are allowable

unless:

' (1) The Federal Government has a license or the right to free use of the patent or copyright.

" (2) The patent or copyright has been adjudicated to be invalid, or has been administratively determined to be invalid.
(3) The patent or copyright is considered to be unenforceable.

(4) The patent or copyright is expirejd.
b. Special care should be exercised in determining reasonableness where the royalties may have arrived at as a result of less-than
arm's-length bargalning, e.g. ' .

(1) Royalties pald fo persons, including corporations, affillated with the non-profit organization.

~ (2) Royalties paid to unaffiliated parties, including cofporations, under an agreement entered Into in contemplation that a Féderal
award would be made. :

(3) Royallies paid under an agreement entered into after an award is made to a non-profit organization.

c. In any case involving a patent or copyright formerly owned by the non-profit organiza'llon; the amount of royally 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 unalloﬁable
(unless allowed under paragraph 1. of this appendix as allowable public refations cost. However, these costs are allowable as
direct costs, with prior approval by awarding agencies, when they are necessary for the performance of Federal programs.

486, Specializéd service facililies. a. The costs of services provided by highly complex or specialized facilities operated by the
non-profit organlzation, such as computers, wind tunnels, and reactors are allowable, provided the charges for the services mest
the conditions of either paragraph 46 b. or c. of this appendix and, in addition, take Into account any items of income or Federal

ﬂnancir_lg that qualify as applicable credits under subparagraph A.5. of Appendix A to this part.

b. The costs of such services, when material, must be charged directly o applicable awards based on actual usage of the services
on the basis of a schedule of rates or established methodology that does not discriniinate against federally-supported activities of
the non-profit organization, including usage by the non-profit organization for internal purposes, and is desligned to recover only the
aggregate costs of the services. The costs of each service shall consist normally of both its direct cosls and its allocable share of
all indirect costs. Rates shall be adjusted at least blennially, and shall take Into consideration over/under applied costs of the

previous perlod(s). -
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¢. Where the costs incurred for a service are not material, they may be allocated as indirect costs.

P d. Unc!er some extraordinary circumstances, where it is in the best Interest of the Federal Government and the institution to
establish alternative costing arrangements, such arrangements may be worked out with the cognizant Federal agency.

47. Taxes. 2. In general, {axes which the organization is required to pay and which are paid or accrued in accordance with GAAP
and payments made to local governments in lieu of taxes which are commensurate with the local government senices received a
allowable, except for taxes from which exemptions are available to the organization directly or which are avallable to the are
organization based on an exemption afforded the Federal Government and in the latter case when the awarding agency makes
gwailabl:a the necessary exemption certificates, special assessments on land which represent capital improvements, and Federal '
income taxes.

b. Any refund of taxes, and any payment to the organization of Interest thereon, which were allowed as award costs, will be creditec
either as a cost reduction or cash refund, as appropriate, to the Federal Government,

48. Termination costs applicable to sponsored agreements. Termination of awards generally gives rise to the incurrence of costs
or the need for speclal treatment of costs, which would not have arisen had the Federal award not been terminated. Cost princi l'e
covering these items are set forth below. They are to be used in conjunction with the other provisions of this appendix in ples
termination situations. :

‘a, The cost of items reasonably usable on the non-profit organization's other work shall not be allowable unless the non-profit
organization submits evidence that it would not retaln such items at cost without sustalning a loss. In declding whether such items
are reasonably usable on other work of the non-profit organization, the awarding agency should consider the non-profit
organization's plans and orders for current and scheduled activity. Contemporaneous purchases of common items by the non-profit
organization shall be regarded as evidence that such items are reasonably usable on the non-profit organization's other work. An
acceptance of common items as allocable to the terminated portion of the Federal award shall be limited to the extent that thé Y
quantities of such items on hand, in transit, and on order are in excess of the reasonable quantitative requirements of other work

b. fin a particular case, despite all reasonable efforts by the non-profit organization, certain costs cannot be discontinued
immedla_tely after the effective date of termination, such costs are generally allowable within the limitations set forth in this
appendix, except that any such costs continuing after termination due to the negligent or willful failure of the non-profit organization
to discontinue such costs shall be unallowable.

¢. Loss of useful value of special toofing, machinery, and Is generally allowable if:

() Such ?pecial tooling, special machinery, or equipment is not reasonably capable 6f use in the other work of the non-profit
organization, .

(2) The Interest of the Federal Government Is protected by transfer of title or by other means deemed appropriate by the awarding
agency, and :

(3) The loss of useful value for any one terminated Federal award Is limited to that portion of the acquisition costwhich bears the
same ratlo to the total acquisition cost as the terminated portion of the Federal award bears to the entire terminaled Federal award
and other Federal awards for which the special tooling, special machinery, or equipment was acquired.

d. Rental costs under unexpired leases are generally allowable where clearly shown to have been reasonably necessary for the
performance of the terminated Federal award less the residual value of such teases, 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 reasonable, and

@) The non-profit organization makes all reasonable efforts to terminate, assign, seltle, or otherwise reduce the cost of such lease.
\ There also may be included the cost of alterations of such leased property, provided such alterations were necessary for the
} performance of the Federal award, and of reasonable restoration required by the provisions of the lease.

] e. Seltlement expanses Including the following are generally allowable:
(1) Accounting, legal, clerical, and similar costs reasonably necessary for:

(a) The preparation and presentation to the awarding agency of settiement claims and supporling data with respect to the
terminated portion of the Federal award, unless the termination is for default (see §215.61 of 2 CFR part 215 (OMB Circutar
A-110)); and

(b) The termination and selflement of subawards.
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(2) Reasonable coss for the storage, transportation, protection, and dispasition of property provided by the Federal Government o
acquired or produced for the Federal award, except when grantees or contractors are reimbursed for disposals at a predetermined
amount in accordance with §215.32 through 215.37 of 2 CFR part 215 (OMB Circular A-110).

(3) Indirect costs related to salaries and wages incurred as settlement expenses in subparagraphs 48.e.(1) and (2) of this appendix
Normally, such indirect costs shall be limited to fringe benefits, occupancy cost, and immediate supervision.

f. Claims under sub awards, Including the allocable portion of claims which are common to the Federal award, and to other work of
the non-profit organization are generally allowable. .

An appropriate share of the non-profit organization’s indirect expense may be aliocated to the amount of seltlements with
subcontractors and/or subgrantees, provided that the amount allocated is otherwise consistent with the basic guidelines contained

in Appendix A. The indirect expense so allocated shall exclude the same and similar costs claimed directly or indirectly as
settlement expenses.

49, Training costs. a, Cosls of preparation and maintenance of a program of instruction including but not limited to on-the-job,
classroom, and apprenticeship training, designed to increase the vocational effectiveness of employees, including training
materials, textbooks, salarles or wages of frainees (excluding overtime compensation which might arise therefrom), and (j) salaries
of the director of training and staff when the tralning program is conducted by the organization; or (i) tultion and fees when the

training is in an institution not operated by the organization, are allowable.

b. Costs of part-time education, at an undergraduate or post-graduate college level, including that provided at the organization's
own facilifies, are allowable only when the course or degres pursued is relalive to the field in which the employee is now working oi
may reasonably be expected to work, and are limited to: '

(1) Training materials.

(2) Textbooks.

(3) Fees charges by the educalional institution.

(4) Tultion charged by the educational institution or, in lieu of tuition, instructors' salarles and the related share of indirect costs of

the educational institution to the extent that the sum thereof is not in excess of the tuition which would have been paid to the
participating educational institution. <

(5) Salarles and related costs of instructors who are employees of the organization.

(6) Straight-time compensation of each employee for time spent altending classes during working hours not in excess of 156 hours
per year and only to the extent that circumstances do not permit the operation of classes or attendance at classes after regular

working hours; otherwise, such compensation Is unallowable.

¢. Costs of luition, fees, training materials, and textbooks (but not subsistence, salary, or any other emoluments) in conneétion with
full-time education, including that provided at the organization's own facilities, at a post-graduate (but not undergraduate) college
level, are allowable only when the course or degree pursued is related to the field in which the employee is now working or may
reasonably be expected to work, and only where the costs receive the prior approval of the awarding agency, Such costs are
limited to the costs altributable to a total period not to exceed one schaol year for each employee so trained. In unusual cases the
period may be extended. . .

d. Costs of attendance of up fo 16 wesks per employee per year at specialized programs speclfically designed to enhance the
effectiveness of executives or managers or to prepare employees for such positions are allowable. Such costs Include enroliment
fees, training materials, textbooks and related charges, employees' salarles, subsistence, and travel. Costs allowable under this
paragraph do not include those for courses that are part of a degree-oriented curriculum, which are allowable only to the extent set

forth in subparagraphs b and c. .

e. Maintenance expense, and normal depreciation or fair rental, on facilities owned or leased by the organization for training
purposes are allowable to the extent set forth In paragraphs 11, 27, and 50 of this appendix. .

f. Contributions or donations to educational or training Institutions, including the donation of facilities or other properties, and
" scholarships or fellowships, are unallowable. '
g. Training and education costs in excess of those otherwise allowable under subparagraphs 49.b and c of this appendix may be
allowed with prior approval of the awarding agency. To be considered for approval, the organization must demonstrate that such
costs are consistently incurred pursuant to an established training and education program, and that the course or degres pursued
. is relative to the field in which the employee is now working or may reasonably be expected to work.
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50, Transportation costs. Transportation costs inciude freight, express, cartage, and postage charges relating etther 1o goods
~  burchased, in process, or delivered. These costs are allowable. When such costs can readily be identified with the items Involved
. they may be directly charged as transportation costs or added to the cost of such items ( see paragraph 28 of this ap'pendix) '
Where identification with the materials received cannot readily be made, transportation costs may be charged to the appropriate
indirect cost accounts If the organization follows a consistent, equitable procedure in this respect,

51. Travel costs.

a. General. Travel costs are the expenses for fransportation, lodging, subsistence, and related items incurred by employees who

are in travel status on official business of the nan-profit organlzation. Such costs may be charged on an actual cost bagjs onaper’
diem or mileage basis in lisu of actual costs incurred, or on a combination of the two, provided the method used is appue& to anp
entire trip and not to selected days of the trip, and results in charges consistent with those normally allowed in like circumstances ir
the non-profit organization's non-federally-sponsored activities.

b. Lodging and subsistence. Costs incurred by employees and officers for travel, including costs of lodging, other subsistence, and
incidental expenses, shall be consldered reasonable and allowable only to the extent such costs do not exceed charges norme'qll
allowed by the non-profit organization In its regular operations as the result of the non-profit organization's written travel policy lr);
the absence of an acceptable, written non-profit organization policy regarding travel costs, the rates and amounts established '
under subchapter | of Chapter 57, Title 5, United.States Code (“Travel and Subsistence Expenses; Mileage Allowances™), or by the
Administrator of General Services, or by the President {or his or her designee) pursuant to any provisions of such subchabter shall
apply to travel under Federal awards (48 CFR 31.205-46(a)). :

c. Commercial air travel. (1) Airfare costs in excess of the customary standard commercial airfare (coach or equivalent), Federaj
Government conlract airfare (where authorized and available), or the lowest commercial discount aiffare are unallowable except
when such accommodations would: require clrcuitous routing; require travel during unreasonable hours; excessively prolong trave);
result in additional costs that would offset the transportation savings; or offer accommodations not reasonably adequate for the |
traveler's medical needs. The non-profit organization must justify and document these conditions on a case-by-case basis in order
for the use of first-class airfare to be aliowable in such cases. :

(2) Unless a pattern of avoidance is detected, the Federal Government will generally not question a non-profit organtzation's
determinations that customary standard alrfare or other discount airfare is unavallable for specific trips if the non-profit organization
can demonstrate elther of the following: that such alrfare was not available in the specific case; or that it Is the non-profit
organization's overall practice to make routine use of such airfare.

d. Air fravel by other than commercial carrler. Costs of travel by non-profit organization-owned, -leased, or -charte;ed alrcraft
include the cost of lease, charter, operation (including personnel costs), maintenance, depreciation, Insurance, and other related
costs. The portion of such costs that exceeds the cost of allowable commercial air travel, as provided for in subparagraph] c., is
unaliowable. -y

e. Foreign travel. Direct charges for foreign travel costs are allowable only when the travel has received prior approval of the
awarding agency. Each separate foreign trip must receive such approval. For purposes of this provision, “foreign trave|” Includes
any travel outside Canada, Mexico, the United States, and any United States territories and possessions, However, the term
“foreign travel” for a non-profit organization located in a forelgn country means travel outside that country.

52. Trustees. Travel and subsistence costs of trustees (or directors) are allowable. The costs are subject to restrictions regarding
lodging, subsistence and alr travel costs provided in paragraph 61 of this appendix.

Appendix C to Part 230~~Non-Proflt Organizations Not Subject to This Part

£

1. Advance Technology Institute (ATT), Charleston, South Carolina
2. Aerospace Corporation, El Segundo, California

3. American Institutes of Research (AIR), Washington DC

4. Argonne National Laboratory, Chicago, llinois

5. Atomic Casually Comhission,.Washlnglon. bC

6. Battelle Memorlal Institute, Headquartered in Columbus, Ohio

7. Brookhaven National Laboratory, Upton, New York
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8. Charles Stark Draper Laboratory, Incorporated, Cambridge, Massachusetts
9. CNA Corporatioh (CNAC), Alexandria, Virginia
10. Environmental lhslitute of Michigan, Ann Arbor, Michigan
11. Georgia Institute of Technology/Georgia Tech Applied Research Corporalion/Georgia Tech Research Institute, Atlanta,
Georgia
12. Hanford Envlronmental Heal(h'Founda(ion, Richland, Washington
13, IIT Research Inslitute, Chicago, illinois |
14, Institute of Gas Technolagy, Chicago, 'lllinois
15. Institute for Defense Analysls, Alexandria, Virginia
16. LM), MoLean, Virginia | |
17. Mitre Corporation, Bedford, Massachusetts
18. Mitretek Systems, inc., Falls Church, Virginia
| 19. National Radiological Astronomy Observatory, Green Bank, West Virginia
20. National Renewable Energy Laboratory, Golden, Colorado ‘
21, Oak Ridge Associated Universities, Ogk Ridge, Tennessee
22. Rand Corporation, Santa Monica, Calfifornla
23. Research Triangle Institute, Research Trlangle Park, North Carolina
24. Riverside Research Institute, New York, New York
25. South Carolina Research Authority (SCRA), Charleston, South Carolina_
26. Southern Research Institute, Birmingham; Alabama
27, Southwest Research lnstltute; San Antonio, Texas
28, SRl international, Menlo Park, Califomia
29. Syracuse Research Corporation, Syracuse, New York
30. Unlversities Research Association, Incorporated (Natlonal Acceleration Lab), Argonne, lllinois
31. Urban Institute, Washington DC
32. Non-profit Insurance companies, such as Blue Cross and Blue Shield Organizatiohs

33, Other non-profit organizations as negofiated with awarding agencies
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ATTACHMENT 2E

Resthink Re«do Re«rigw

(OJ=]  MDNRand MARC SWMD Grants © & ®
T S Identifying the Department and the MARC Solid Waste

Q: : @ Management District in Grant Projects for Public Distribution Mid-America Regmﬂa' Councit
bt Salid Waste Management: District

Recnplents of grant funds from the MARC Solid Waste Management District and the Missouri
Department of Natural Resources should identify the district and the department as a funding

source on all grant projects for public distribution.

On most projects, identification should include the district and department Iogo;;\\ylth the full
names. This applies to publications, news releases, videos, displays and all other pro;écts from
which information may be obtained by reading, watching, or simply seeing the material. Camera-
‘ready coples of the logos may be obtained by calling the district grant administrator at 816-701-

8226 or e-mailing karpilow@marc.org.

For other projects, such audio cassette tapes and news releases, the department and the district
should be identified audibly by including its full name. See the following guidelines for specific

directions.

Loqo Usage

Logo: The Missouri Department of Natural Resources logo and the MARC SWMD
logo include-the full name of the department and the graphic. The MDNR name
should be placed below or to the right of the graphic. See examples below.

Missouri @

— Department of
@ Natural Resources - N &

3| |

Missouri Department
of Natural Resources

I\"lld Amenea Regmnal Cod uncu[
Solid Waste Management District

The logos should be readily visible, either on the front or‘ back cover of publications

Placement:
with separate covers. On folded publications, the logo should be visible on the back
outer panel. '
The logo should be aired at the end of video tapes long enough for easy V|SIb|l|ty by
viewers. :

Size: Type size for the text of the logo in publit:ations should be no smaller than 10

points. The logo art should be in proportion to the type size, as shown in examples
above. When other sources of funding also are identified, the MDNR and MARC
SWMD logo shall be no smaller than the type size of other funding sources listed.
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The logos should be aired. at the end of VIdeo tapes large enough for easy VlSlblllty
by viewers.

Additional When space allows, the following verbiage should precede the logo: “This project
Credit: - was funded by the...

Note: When only a portion of the proje'ct is funded by department grant funds,
“funded” may be replaced with “funded in part.”

Audible Identification of the Department

The_ éle'partment and the district should be identified as follows:

Name:
The Missouri Department of Natural Resources
The MARC Solid Waste Management District
Credit; The foliowing verbiage shoula be announced at the beginning and end of the

project:

“This project was funded in part by the Missouri Department of Natural Resources and the
MARC Solid Waste Management District.” .

Note: When only a portion of the prOJect is funded by department grant funds,
' “furded" may be replaced Wlt"‘ “funded in part.




