Appendix 2 Index
Applicable Regulations & Policy Documents

Administration & Finance

e Project Monitoring/ Review Checklists
e Conflict of Interest Regulation & Guidance
e 2 CFR Part 200 — Audit Requirements

Fair Housing/ Equal Opportunity (FHEQ)
e New Section 3 Rule Federal Register / Vol. 85, No. 189 / Tuesday, September 29, 2020
e 24 CFR Part 75, Economic Opportunities for Low & Very Low-Income Persons
e DCA Section 3 Solicitation Package & FAQs
e DCA Language Access Plan
e DCA Effective Communication Policy
e Part 109 — Fair Housing Advertising Requirements
e DCA Section 504 Grievance Procedures

e Fair Housing/ Equal Opportunity Posters & Fact Sheets

e Nondiscrimination Regulations in Federally Assisted Programs (24 CFR Part 1 & Part 6)

e Nondiscrimination Regulations & HUD Notices/ Correspondence Related to Access for those with
Disabilities/ Limited English Proficiencies

Environmental Compliance
e 24 CFR Part 58 — Environmental Review Regulation
e Levels of Environmental Review — Chart Summary
e Floodplain Management — 8 Step Decision-Making Process Flow Chart
e Programmatic Agreement for Section 106 (Historic Preservation Compliance)
e HUD CPD Notice 12-006 “Process for Tribal Consultation”

Procurement
e Georgia Public Works Construction Law (O.C.G.A. §36-91-1 through §36-91-95)
e House Bill 322
e Required Construction Contract Provisions
e Procurement Instructions for Grant Writing Administration
e Procurement Instructions for Engineering and/or Architectural Grant Services

Acquisition, Relocation, & Housing
e Guideform Residential Anti-Displacement & Relocation Assistance Plan
e Section 104(d) Definitions

Georgia Immigration & Security Related Laws

e House Bill 87 “lllegal Immigration Reform & Enforcement Act of 2011”

e 0.C.G.A§13-10-90 through §13-10-91 Contracts for Public Works, Security, &
Immigration Compliance

e 0.C.G.A§50-36-1 Verification of Lawful Presence within the United States
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ACQUISITION (U.R.A.) REVIEW

RECIPIENT REVIEW DATE

GRANT # REVIEWED BY

a) Current Status Check: PublicFacility O or Housing 0O

Number of acquisitions: proposed completed

Types of acquisitions: Easement # _ Right-of-way #
Real Property # Voluntary Transaction #

Number of cases appealed or complaint filed:

Number of demolitions: proposed completed CDBG$ —  other
Number of proposed “Occupied” or “Vacant Occupiable” demolitions:

Number of proposed “Vacant dilapidated” demolitions:
Condition for above must be documented by a Feasibility Test Form or other documentation that the
unit is dilapidated.

Note: any demolitions of occupied (defined as occupied now or at any time in the 3 months prior
to the contract for acquisition) or occupiable (suitable for rehabilitation) will require a Section
104(d) one-for-one replacement review.

b) Check the Recipient’s compliance documentation
YES NO COMMENTS

a) Are files available for review?

O O O
b) Do they contain sufficient documentation? O O

O

c) Check individual acquisition files

To complete the next section, the reviewer should chose a representative number of case files to examine
for compliance documentation. Additional sheets should be attached if more than 2 files were examined.

How many files were reviewed?

CDBG Monitoring Form REV 12-18



Part II
Acquisition Individual Case File Review

CASE 1
1. Record the following information:
a) Name of Owner:
b) Location of Property:
¢) Number of bedrooms:
d) Type of Acquisition:
Comment

Yes No Added N.A.

CASE 2

Comment
Yes No Added N.A.

2. Notice to Owner:

Is there documented evidence that the

owner was notified of the Recipient’s

interest in acquiring the property (Preliminary

Acquisition Notice) and the basic protections

of law and regulation (HUD Brochure). O 0O O O

3. Check for Appraisal:

a) Was there an appraisal to establish FMV? O O O O
b) If not, was Fair Market Value estimated less

than $10,000 based on available data? O 0O O O
c) Did the owner waive right to appraisal? O O O O
d) Did the owner donate property? O O O O

Note: Attach copy of Waiver if “no” on 3b or 3c.
e) Is a copy of the appraisal in the file? O 0O O O

f) Was a qualified, state certified, independent
appraiser used? O 0O O O

g) Was the owner invited to accompany the
appraiser? o O O O

h) Was there a review appraisal recommending
or approving the value of the property? O 0O O O

i) What was the appraised value?
(or estimated value if less than $10,000)

CDBG Monitoring Form
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4. Check the Written Purchase Offer

a) Is there a copy of the Offer to Purchase in
the file? O 0O O 0O O 0O

b) Is there a statement of the “Basis of
Compensation” included with the Offer? O 0O O 0O O Od

¢) Amount of Offer (Just Compensation):

d) Date of delivery of Purchase Offer:

e) Date owner accepted Offer:

f) Date of Settlement:

g) Date of Payment Check:

i) Amount of Payment:

j) If condemnation, date Just Compensation
deposited with Court:

5. Check Settlement Procedures:

a) Does file contain a copy of conveyance
documentation (title, deed, bill of sale, O 0O O 0O O O
etc...)?
Type:

b) Was a Statement of Settlement costs in
the file? (fee simple acquisition) o 0O o 0O o 0O

c) Was there proof of payment (i.e.,cancelled
check) in the file? O 0O O 0O O 0O

CDBG Monitoring Form REV 12-18



Case 1 Case 2
Comment Comment
Yes No Added N.A. Yes No Added. N.A.

6. If this is a “Voluntary Transaction”, does
the acquisition meet the following conditions?

a) No specific site or property needs to be
acquired for the project; O O o 0 O O o 0O

b) The acquired property is not part of a designated
redevelopment area where substantially all of the
property is to be acquired; O O o 0O O O O 0O

C) The Owner was informed in writing that the
Recipient will not use its power of “eminent
domain” to acquire the property in the event
negotiations fail to result in an amicable

agreement ; O o od O O 0O O O
d) The Owner was not informed by the recipient

of any “intent” to acquire the property; and O o o 0Od O O O O
e) The Recipient informed the Owner in writing

before entering into contract of what is estimated
to be “Fair Market Value” of the property. (Copy
of documentation must be attached.) O O 0O O O O 0O O

CDBG Monitoring Form REV 12-18
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ADMINISTRATIVE / PROFESSIONAL PROCUREMENT REVIEW

Grantee: Grant #:

Date:

Administrative Procurement
Request for Proposals or Request for Qualifications:

Date Published: Deadline for responses:

Newspaper:

Minimum of 7 firms RFP/RFQ mailed to and responses:

#1: Response received? O Yes O No
#2: Response received? O Yes O No
#3: Response received? O Yes O No
#4. Response received? [OYes O No
#5: Response received? [OYes O No
#6: Response received? O Yes O No
#7: Response received? O Yes O No
Other Proposals received: (List others on reverse)

Was a scoring system used? OYes O No Is it acceptable? OYes O No

If only one response was received, was Sole Source approval requested and granted? O Yes O No

Total Contract Amount:

Firm/Company selected: CDBG Amount;

Other Sources Amount:

Architectural/ Engineering Procurement

Request for Proposals or Request for Qualifications:

Date Published: Deadline for responses:

Newspaper:

Minimum of 10 firms RFP/RFQ mailed to and responses:

#1: Response received? O Yes O No
#2: Response received? O Yes O No
#3: Response received? O Yes O No
#4: Response received? [ Yes O No
#5: Response received? [ Yes O No

CDBG Monitoring Form REV 9-2019



#6: Response received? [OYes O No
#T: Response received? O Yes O No
#8: Response received? [ Yes O No
#9: Response received? [ Yes O No
#10: Response received? [OYes O No
Other Proposals received: (List others on reverse)
Was a scoring system used? OYes O No Is it acceptable? OYes O No
If only one response was received, was Sole Source approval requested and granted? 0O Yes O No
Total Contract Amount:
Firm/Company selected: CDBG Amount:
Other Sources Amount:
Administrative Contract Review
Are the following basic elements included in the Administrative Contract?
1. A clear description of the scope of work to be
performed by the consultant or other service provider. OYes O No
2. Alisting of specific responsibilities, tasks, goals,
and milestones along with dates and deadlines
that are clearly described in the contract along with
provisions for recourse if the consultant or other
service provider fails to perform by the deadlines imposed. O Yes O No
3. Areference to the applicable CDBG Applicants’ and
Recipients’ manuals and a statement requiring the
consultant or other service provider to adhere to all
applicable requirements in the manuals (including all
requirements referenced in the manuals) as well as to
other directives issued by DCA. O Yes O No
4. Applicable dates of the contract and provisions for termination. OYes O No
COMMENTS:
Signature of CDBG Program Representative:
CDBG Monitoring Form REV 9-2019
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AUDIT REVIEW
Interim () Final ( )
RECIPIENT
GRANT# REVIEW DATE:
REVIEWED BY Follow up needed? Yes No
COMMENT
YES NO ADDED N/A

Step A: Check audit procedures:
1. Was the audit conducted by a C.P.A. firm? O O O O
2. Was the audit conducted in accordance with O O O O

OMB Circular A-133?
3. Does the Audit Report include:

a) schedule of federal assistance? O O O O

b) unqualified statement on compliance? O O O O

c) ungqualified statement on internal control? O O O O
4. Was a source and application of funds schedule

included? O O O O
5. Was a project cost schedule (by activity) included? O O O O
6. Dateauditwasissued - ___________ For FY Ending
7. Date auditwasreceived - __________
Step B: Check audit results:
1. Was audit free of findings? O O O O
2. If findings were identified, did recipient submit

documentation that corrective action has been taken? O O O O
3. Did recipient comply with draw down regulations? O O O O
4. Did recipient comply with State/Federal laws and

regulations? O O O O
5. Were direct costs charged to the program reasonable

and necessary? O O O O
CDBG Monitoring Form REV 2-13



6. Was program income spent appropriately? O O O O

Comment
Step C: YES NO Added N/A
1. Did auditor cover the expenditure of all grant funds? O O O O
If not, enter date when next audit is due:——_____
2. Did the audit include Economic Development
Revolving Loan Funds, if applicable? O O O O

COMMENTS:

CDBG Monitoring Form REV 2-13
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Cash Match Verification/Leverage Assessment

Recipient: Grant No:

Match Amount Required:

Match Amount Verified:

Leverage Required:

Leverage Contributed to Date:

Date Match/Leverage Reviewed:

How Verified/Assessed:

Recommendation for Final Draw: []Yes

O Amount still required is obligated under the following contracts:

Local construction amount still owed: $

Local architect / engineer amount still owed: S

Local administration amount still owed: S

Assessment of Status of Leverage:

|:|No

Signature of Program Representative

Route to: (1) Grants Consultant; (2) Grant file

Instructions: This form is to be prepared prior to a grantee’s final draw request. It is to be used to verify
the required cash match and to assess the status of committed leverage funds. Leverage can be
assessed by reviewing leverage funds contributed to date and estimating leverage funds to be
contributed based on contracts, project schedules, and type of grantee in-kind contributions. Final
verification of leverage must be done at the closeout site visit. Under “Assessment of Status of
Leverage” above, please indicate whether meeting anticipated leverage requirements is expected to be

an issue for the grantee.

CDBG Monitoring Form
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GEORGIA DEPARTMENT OF COMMUNITY AFFAIRS
COMMUNITY DEVELOPMENT BLOCK GRANT
HOUSING REHAB/RECONSTRUCTION

MONITORING REVIEW 1

Recipient: DCA Grant Number:
Review Date: Reviewer:
I Program Status:

a. Number of Rehabilitations Proposed Completed

b. Number of Reconstructions Proposed Completed

¢. Number of Files Reviewed Number of Site Inspections
IL. Recipients' Program Policy Statement Date of Resolution:

Post Grant Award Public Hearing Date:

Does Program Policy Address: Y | N | NA | Comments

Program Goals and Objectives

Applicant Eligibility Criteria

Priority of Processing and Funding of Applications

Financing Eligibility and Techniques

Direct Loan Underwriting

Definition of Income

Temporary Relocation

PN RN

Minimum Property Standards Definition/Availability

9. Rehab Feasibility Tests

10. Contractor Qualifications, Requirements, Debarment

11. Bidding Methods/Policies/Procedures

12. Inspection and Testing for Lead Paint

13. Program Revision Procedure

14. Arbitration/Complaint Guidelines and Procedures

15. Definition of Standard/Substandard Housing Units

16. Residential Anti-displacement and Relocation Plan

17. Provision for Historic Preservation

18. Explanation of GPI Financing

19. Rehabilitation Advisor Job Description and Duties

Comments:

Rehab Monitoring I REV 8/2012




Monitoring Review of:

(cont.)

I11.

Standard Construction Contract Provisions:

Grant No.

Does Standard Construction Contract Address:

Y | N INA

Comments

1.

Names of Parties to Contract

Date of Contract

Date of Commencement Notice and Procedure

Performance Period

Provision for Liquidated Damages

Permit and License Procurement

Insurance Requirements

ol P Al R Pl Rl g

Conformance of Work to all Applicable Codes

9.

Lead Based Paint Prohibition

10.

Conflict of Interest

11.

Prohibition of Assignment of Contract

12.

Lien Waiver Provisions

13.

Contractor Guarantee of Work and Materials (1 Yr.)

14.

Payment Provisions and Schedules

15.

Subcontractor Regulations

16.

Provisions for Remedies

17.

Termination for Cause and Convenience Clause

18.

Equal Employment Opportunity Statement

19.

Materials Conform to Specification Provision

20.

General Contractor Supervision

21.

Protection of Resident Belongings

22,

Resident Relocation

23.

Contractor Use of Utilities Provision

24.

Procedure for Addition/Deletion of Work (change orders)

25.

Clean Up Provisions

26.

Allow Inspection by Local/State/Federal Officials

27.

Arbitration Procedure

Comments:

Rehab Monitoring I

REV 8/2012




Monitoring Review of: Grant No.

(cont.)

IV. Legal Review:

Have the Following Been Reviewed by Local Government Y | N | NA | Comments
Legal Counsel:

1. Program Policies Statement

. Terms and Conditions of Rehabilitation Assistance

. Leverage Loan Agreements

. Lump Sum Drawdown Agreements

. Contractor and Sub-Contractor Agreements

. Rent Regulatory Agreement

. Promissory Note (or Legal Equivalent)

Deed to Secure Debt

2
3
4
5
6. Construction Contract
7
8
9
1

0. Notice of Commencement

Comments:

Rehab Monitoring I REV 8/2012



Monitoring Review of: Grant No.

V. Individual Case File Review:

Case 1 Case 2 Case 3

Client Name

Street Address

Location Map Number

Occupancy (Owner/Renter)

Type of Assistance
(Rehab/Reconstruct)

Completed Program App.

Proof of Ownership (Method)

Certificate of Lawful Presence?

Proof of Insurance

Pre-1978 Unit?

Provision of LBP warning
pamphlet

LBP Test results in File?
(if Positive complete pages 7& 8)

Annualized Gross Income

Family Size

Method of Determining Annual

Income

How was Income Documented

Verification of Deposits

"Before'" and "After"
Photos or Video Taken

Rehab Advisor WWU Including Cost
Estimate

Quality of Work Write-Up

Method of Bid Selected

Bid Amount

Within 20% of App. Budget
(If no - DCA Approval Date)

Rehab Monitoring I REV 8/2012




Monitoring Review of:

Case 1

Grant No.

Case 2

Case 3

Client Name

Contractor Name

Contractor License #

Contract Signed by

Owner and Contractor

Contract Provisions:

Contract Price
Length in Days
Progress Payments

City or County Party to
Contract?

Termination Clause?

Arbitration Clause?
Terms and Conditions of

Rehab

Notice of Commencement

Signed and Dated

Change Orders:
Number
Signed by all parties?
Justified
Cost Reasonable

New Contract Total

(Orig Contract + Co’s)

Progress Payment

Inspection Forms

Dated Final Inspection

Form

Rehab Monitoring I

REV 8/2012




Monitoring Review of:

Case File Review Continued:

Grant No.

Client Name

Contract Finished in
Allotted Time

If No: Signed Extension?

Liquidated Damages Paid?

Contractor release of
Liens

Payments made to
contractor

Totals Match?
(Payments and Contract Total)

Cert. of Final Payment

Copies of Equipment
and/or Materials

Warranty(s) in File

Termite Certification

Insulation Certification

Homeowner Satisfaction

Statement (in file)

Temporary Relocation

Paid (if yes, list method)

Evidence of Recorded
Lien

Date of DCA Inspection

Homeowner Comments

Rehab Monitoring I

REV 8/2012




Monitoring Review of:

Grant No.

Complete this section for LEAD BASED PAINT HAZARD CONTROL

Case 1

Case 2

Case 3

Client Name

Copy of LBP Risk
Assessment/Inspection
report

Risk Assessor/Inspector

(name and EPD cert. #)

Evidence that report was

received by owner

LBP hazards detected?
(if no stop here)

Hazard Control
method required

Lead Contractor completing
hazard control

Contractor Qualification (Cert

or SWP training)

Contract Signed by
Owner and Contractor

Contract Provisions:

Contract Price
Length in Days
Progress Payments

City/County not Party to

Contract

Termination Clause
Arbitration Clause
Terms and Conditions of

Rehab

EPD Proceed Notices

Rehab Monitoring I

REV 8/2012




Client Name

Notice of Commencement

Signed and Dated

Change Orders:
Number
Signed by all parties?
Justified

Cost Reasonable

New Contract Total

(Orig Contract + Co’s)

Contractor release of

Liens

Payments made to

contractor

Totals Match?
(Payments and Contract Total)

Cert. of Final Payment

Clearance examiner name

(if different from Assessor/Inspector)

Clearance Report copy in file

Clearance standard met?

Evidence that report was

received by owner

Temporary Relocation

Paid?

Comments:

Rehab Monitoring I

REV 8/2012



Monitoring Review of: Grant No.

COMPLETE THIS SECTION FOR RECONSTRUCTION CASES ONLY

Case 1 Case 2 Case 3

Client Name

Street Address

Location Map Number

Was Reconstruction for
This Unit Proposed in
Original Application

DCA Approval for Recon.

How was Ownership

Documented

Feasibility Test in File

Cost Estimate for

Reconstruction

Less than comparable

unit in community?

Appraisal for Recon.

Appraised Value Higher
Than Recon. Cost

Same or More Number of
Bedrooms in Recon.

Living Area Same or

More (Sq. Ft.)

Comments:

Rehab Monitoring I REV 8/2012



Monitoring Review of: Grant No.

COMPLETE THIS SECTION FOR ESCROW ACCOUNT
PROGRAMS ONLY

Is there Evidence that the Bank Account: Y | N | N/A | Comments

Is Identified as Recipients Rehab Escrow Account

Is an Interest Bearing Account If Yes-% Rate

Statement has been Reconciled each Month

Has an Appropriate Ledger Established for this Account

Has been Intermingled with other CDBG Monies

Has been Limited only to Rehab Assistance

J|N B (=

Has Written Contract Authorizing Recipient to Escrow
Rehab Funds

8. At No Time had Deposits Exceeding 10 Calendar Days
Cash Needs

9. Accrued Interest has been Remitted to DCA Quarterly

10. CDBG Deposits were made on or after Date of The
Executed Construction Contract

Escrow Accounts:

Comments:

Rehab Monitoring I REV 8/2012
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HOUSING REHAB/RECONSTRUCTION

GEORGIA DEPARTMENT OF COMMUNITY AFFAIRS
COMMUNITY DEVELOPMENT BLOCK GRANT

MONITORING REVIEW II

Recipient: DCA Grant Number:
Review Date: Reviewer:
I. Program Status:

a. Number of Rehabilitations Proposed Completed

b. Number of Reconstructions Proposed Completed

¢. Number of Files Reviewed Number of Site Inspections
I1. Changes in Recipients' Program Policy From Original Plan? Yes No

If Yes, Explain:

I11. Date of Rehab I Monitoring
Iv. Problems or Follow Up Items to be Addressed During this Visit:

Rev. 8/2012



Monitoring Review of: Grant No. (cont.)

V. Case File Review:

Case 1 Case 2 Case 3

Client Name

Street Address

Location Map Number

Occupancy (Owner/Renter)

Type of Assistance
(Rehab/Reconstruct)

Completed Program App.

Proof of Ownership (Method)

Certificate of Lawful Presence?

Proof of Insurance

Pre-1978 Unit?

Provision of LBP warning

pamphlet

LBP Test results in File?

(if Positive complete pages 5&6)

Annualized Gross Income

Family Size

Method of Determining

Annual Income

How was Income Documented

Verification of Deposits

"Before'" and "After"

Photos or Video Taken

Rehab Advisor WWU
Including Cost Estimate

Quality of Work Write-Up

Method of Bid Selected

Bid Amount

Within 20% of App. Budget
(If no - DCA Approval Date)

2 Rev. 8/2012



Monitoring Review of:

Case File Review Continued:

Case 1

Grant No.

Case 2

(cont.)

Case 3

Client Name

Contractor Name

Contractor License #

Contract Signed by

Owner and Contractor

Contract Provisions:
Contract Price
Length in Days
Progress Payments

City/County not
Party to Contract

Termination Clause
Arbitration Clause
Terms and
Conditions of
Rehab

Notice of Commencement

Signed and Dated

Change Orders:
Number
Signed by all parties?
Justified

Cost Reasonable

New Contract Total

(Orig Contract + Co’s)

Progress Payment

Inspection Forms

Dated Final Inspection

Form

Rev. 8/2012




Monitoring Review of:

Case File Review Continued:

Grant No.

Case 2

(cont.)

Case 3

Client Name

Contract Finished in
Allotted Time

If No: Signed Extension?

Liquidated Damages Paid?

Contractor release of

Liens

Payments made to

contractor

Totals Match?
(Payments and Contract Total)

Cert. of Final Payment

Copies of Equipment and/or Materials

Warranty(s) in File

Termite Certification

Insulation Certification

Homeowner Satisfaction

Statement (in file)

Temporary Relocation

Paid (if yes, list method)

Evidence of Recorded Lien

Date of DCA Inspection

Homeowner/Client Comments

Comments:

Rev. 8/2012




Monitoring Review of:

Case File Review Continued:

Grant No.

(cont.)

Complete this section for LEAD BASED PAINT HAZARD CONTROL

Case 3

Client Name

Copy of LBP Risk
Assessment/Inspection

report

Risk Assessor/Inspector

(name and EPD cert. #)

Evidence that report was

received by owner

LBP hazards detected?
(if no stop here)

Lead Contractor completing

hazard control

Contractor Qualification (Cert or

SWP training)

Contract Signed by

Owner and Contractor

Contract Provisions:
Contract Price
Length in Days
Progress Payments

City/County not
Party to Contract

Termination Clause
Arbitration Clause
Terms and

Conditions of Rehab

EPD Proceed Notices

Rev. 8/2012




Monitoring Review of: Grant No.

LEAD BASED PAINT HAZARD CONTROL Cont.
Case 1 Case 2

(cont.)

Case 3

Client Name

Notice of Commencement

Signed and Dated

Change Orders:

Number

Signed by all parties?

Justified

Cost Reasonable

New Contract Total

(Orig Contract + Co’s)

Contractor release of

Liens

Payments made to

contractor

Totals Match?

(Payments and Contract Total)

Cert. of Final Payment

Clearance examiner name

(if different from Assessor/Inspector)

Clearance Report copy in file

Clearance standard met?

Evidence that report was

received by owner

Temporary Relocation

Paid?

Rev. 8/2012




Monitoring Review of:

Grant No.

(cont.)

COMPLETE THIS SECTION FOR RECONSTRUCTION CASES ONLY

Case 1

Case 2

Case 3

Client Name

Street Address

Location Map Number

Was Reconstruction for
This Unit Proposed in
Original Application

DCA Approval for Reco.

How was Ownership

Documented

Feasibility Test in File

Cost Estimate for

Reconstruction

Less than comperable

unit in community?

Appraisal for Reco.

Appraised Value Higher
Than Reco. Cost

Same or More Number of

Bedrooms in Reco.

Living Area Same or

More (Sq. Ft.)

Comments:

Rev. 8/2012




Monitoring Review of: Grant No. (cont.)

COMPLETE THIS SECTION FOR ESCROW ACCOUNT PROGRAMS ONLY

Escrow Accounts:
Is there Evidence that the Bank Account: Y | N | NA | Comments
Is Identified as Recipients Rehab Escrow Account
Is an Interest Bearing Account If Yes-% Rate
Statement has been Reconciled each Month
Has an Appropriate Ledger Established for this Account
Has been Intermingled with other CDBG Monies
Has been Limited only to Rehab Assistance
Has Written Contract Authorizing Recipient to Escrow
Rehab Funds
8. At No Time had Deposits Exceeding 10 Calendar Days

Cash Needs
9. Accrued Interest has been Remitted to DCA Quarterly
10. CDBG Deposits were made on or after Date of The
Executed Construction Contract

SN B RN =

Comments:

8 Rev. 8/2012




CITIZEN PARTICIPATION REVIEW

RECIPIENT:

GRANT#H:

REVIEWED BY:

REVIEW DATE:

Step 1: Check the Recipient’s Preapplication

a. Participation Advertisements:

e Did the Recipient hold at least one public
hearing (within the locality) prior to
submission of the Application to DCA?
Did the Recipient publish notice of the
public hearing not less than five (5) days
prior to the hearing in the non-legal section
of a local newspaper of general circulation
(substantiated by documented evidence in
the Recipient’s File)?

e Is the Recipient located in a County where all
Public Notices must be published in Spanish?
e If yes, did Recipient adhere to LEP
Requirements?

e Date of Publication:

e Date of Hearing:

b. Participation Location:

e Did the Recipient hold the hearing in a location
That meets Title 2 accessibility standards?

e Did the Recipient complete the Sec 504 DCA
Meeting Checklist?

Step 2: Check the Recipient’s Post-Application
Public Hearing:
a. Participation Advertisements

e Did the Recipient hold at least one public

briefing to discuss approved activities
within sixty (60) days of the Grant Award?

CDBG Monitoring Form

YES

NO

Returnto Index

COMMENTS

ADDED N/A
O O
O O
O O
O O
O O
O O
O O
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COMMENTS

YES NO ADDED N/A

e Did the Recipient publish notice of the Public

Briefing not less than five (5) days prior to the

briefing in the non-legal section of a local

newspaper of general circulation (substantiated

by documented evidence in the Recipient’s files)? [ O O O
e Date of Publication:
e Date of Hearing:
b. Participation Location:
e Did the Recipient hold the hearing in a location

That meets Title 2 accessibility standards? O O O O
e Did the Recipient complete the Sec 504 DCA

Checklist? O O O O

Step 3: Check the location of the program records:

e If the location of Program Records is other

than the Recipient’s normal place of business,

was DCA officially notified of the location? O O O O
e If the location of Program Records is other

than the Recipient’s normal place of business

was the minimum information required by

DCA available? O O O O

COMMENTS:

CORRECTIVE ACTIONS:

CDBG Monitoring Form REV 9-16



Recipient:

CLOSE-OUT REVIEW

Grant #

Reviewed By:

Step 1: Check Allowable Expenditures

Were Engineering cost paid for with CDBG funds
Within 12% of CDBG’s portion of the construction
Costs? OR for Architectural projects, were fees within
10% of CDBG’s portion of construction cost?
Were administrative costs paid for with CDBG funds
within allowable limits?
Were costs incurred “eligible, reasonable and
appropriate?”
Did the project meet a National Objective?
(low/mod benefit threshold)

(Elimination of Slum and Blight-RD projects)
Were recipient expenditures ‘necessary & reasonable’?
Were recipient expenditures allowable as specified in
OMB Circular A-87?

Were recipient expenditures eligible as defined by
Title |, Section 1057

Did all salaried employees paid from grant funds either
devote 100% of their time to the CDBG project, or
maintain time distribution sheets, if part-time?

Step 2: Check Recipient’s Financial Management

Have all CDBG funds remaining in the checking

account been returned to DCA? (if applicable)

Will records be retained for a minimum of three years?
Were drawdowns limited to the minimum amount
of funds needed?
Was the time between the receipt of the drawdown &
the disbursement of funds as close as administratively
feasible?
Did the recipient return any interest earned on grant
advances to the Department of Community Affairs?

Step 3: Check Program Income:

Was any Program Income generated?

If so, was it used before drawdown of CDBG funds?
Were all eligible expenditures of Program Income used
to fund eligible community development activities?

CDBG Monitoring Form

Review Date:

Follow-up needed?

Yes

O

O O o o O

oo

No

O

o o g O 0O

oo

[Returnto Inde>

O

O

O O O O 0O

oo

Yes

Comment
Added

REV 9-18

No

N/A

O

O O o O 0O

oo



Step 4: Check for Compliance with Property Management Standards:

Comment
Yes No Added N/A
e If personal property (furniture or equipment) was
purchased with CDBG funds, are records available
to identify it in accordance with 24 CFR Part 85,
Property Management Standards? O O O O
Step 5: Check Recipient’s Close-Out Procedures
e Has the final Quarterly Report been submitted? O O O O
e Has Actual Accomplishments form been
completed; & do the numbers agree with final report? O O O O
e [s supporting documentation available? O O O O
e Has documentation been reviewed by rep? O O O O
e |sdata acceptable? O O O O
e Is Actual beneficiary data substantially
the same as the proposed number? O O O O
e Have any civil rights complaints been filed
Against the local gov’t since the grant award?
(If so, attach explanation) O O O O
e Does the close-out information reconcile with the
Recipients records? O O O O
e Has the final public hearing been held? O O O O
e Were all Notices published in accordance with DCA
requirements (including LEP, where applicable)? O O O O
e Were all hearings held in 504 accessible locations? O O O O
e DCA Meeting Checklist completed? O O O O
e If a building project, has a site visit been O O O O
made to insure that clients are using it?
e |If alocal match was applicable, was it met? (CD Project) O O O O
e Was leverage provided?(CD Projects) O O
e Enter amount of LEVERAGE and MATCH credited
from the Recipient’s Grant Award package: S
e Indicate the amount of leverage and match the
recipient has provided as verified by invoices and
cancelled checks or other documentation: S
e Discrepancy? (If yes explain in comments below) O O O O
e Has a ‘Final Wage Compliance Report’ O O O O
been submitted?
e If an ED project, has sufficient information been provided
e to substantiate low/mod job creation? O O O O
e Has company letter documenting their investment been
submitted? O O O O
e Was the goal met? O O O O
Number of jobs proposed
Number of jobs created
Comments:
Program Representative Signature:
CDBG Monitoring Form REV 9-18



Returnto Index

Procurement Review for Public Works Construction
Review is based on the Georgia Public Works Construction Law (0.C.G.A. 36-91-1)

Recipient: Review Date:
Grant # Follow-up needed? Yes 0 No O
Reviewed By:
Comment
Yes No N/A  Added
1. Is Project exempt from Public Works Construction Procurement law? O O O O
If yes: Project is exempt because: (check one as applicable)
i. “Force Account labor”! was used, or O O O O
ii. Inmate labor was used? O O O O

2. What advertising method was used? (check all as applicable)
a. Legal Organ?
i. Date of first advertisement:
ii. Date of second advertisement:
b. Internet website
c. Other
If yes, list:

O
O
O
O

oo
oo
oo
oo

O
O
O
O

3. Did local government post notice of contract opportunity properly?

O
O
O
O

4. Were all plans and specifications available for public review?

5. What construction delivery method was used? (check one as applicable)
a. Traditional (Design-Bid-Build)
b. Design-Build
c. Construction Management
d. Other (describe):

6. Was DCA consulted if non-traditional method was used?

O O O000
O O O0oO00O
O O O0oO00O
O O O0oO00O

7. Was the Recipient’s attorney consulted if a non-traditional was used?

8. What competitive process was used (check one as applicable)
a. Competitive sealed bids O
If yes, date of bid opening:
Was bid opening held in public on specified date? O
Number of days bids must remain open
b. Competitive sealed proposals O
O

If yes, date of proposal opening:
Were proposals opened with no disclosure of competing offers?
Number of days proposals are valid:

O O O 0O
O O O 0O
O O O 0O

! Force account is the term used to define labor performed by the recipient’s personnel. Force account labor must be
approved by DCA prior to incurring costs.

CDBG Monitoring Form REV 9-18



Procurement Review for Public Works Construction — Page 2

Comment

Yes No N/A Added

9. Was pre qualification of bidders used? O O
If yes:

a. Have procedures for pre-qualification been followed? O O

b. Has procedure been established for disqualified bidders? [ O

10. Was attendance at pre-bid conference mandatory? O O
If yes:

a. Was this requirement stated in advertisements for bid? O O

11. If the value of the contract is over $100,000:

a. Was a Bid Bond received? O O
b. Performance Bond? O O
c. Payment Bond? O O

O

O O oOa0

O
O
O

O

O O oOa0

O
O
O

All bond sureties must: 1) have current certificate of authority to transact business from the Georgia
Insurance Commissioner, OR; 2) be on the US Dept. of Treasury’s list of approved sureties; OR 3) local
government must approve the form and solvency of the surety prior to execution of contract. If any do not

apply, explain:

12. Was addendum to plans or specifications issued

within 72 hours of bid or proposal opening? O O O O
If yes, was bid/proposal opening extended at least 72 hours? O O O O
13. Number of bids received:
14. If only one bid received, was DCA approval granted prior to contract award? [ O O O
15. Did the local government negotiate with the bidder? O O O O
If yes, explain nature and result of negotiation:
16. Did construction contract include all required federal clauses? O O O O

(Attach Contract Review Matrix)

Additional Comments:

CDBG Monitoring Form REV 9-18



CDBG CONTRACT and CONTRACTOR PROCUREMENT REVIEW CHECKLIST

CDBG Grantee:

Grant Number:

Contract Amount:

Reviewer:

Date of Review:

Q Contractor/Subcontractor Affidavit

(Compliance with OCGA 13-10-91) Applicable to All Contracts and Subcontracts

O Section 3 Clause (see note)

All Contracts

Q Provision for Remedies

All Contracts

ARCHITECTURAL

HOUSING REHAB

CONSTRUCTION CONTRACTS

and
ENGINEERING a Les.s than 8 a 8 o.r More O Over a  Over Q Over Q Over $2,000
a Provision for Termination If Over $10,000 If Over $10,000 If Over Sl0,000 ° ° °
Executive Orders 11246/11375
QO EEO Clause If Over $10,000 | If Over $10,000 If Over $10,000 ° ° °
O EEO Specifications ° ° °
Q Affirmative Action Clause ° ° °
O Non-Segregated Facilities ° ° °
Federal Labor Standards
O Copeland Anti-Kickback ° ° ° °
Q Davis-Bacon Clause ° ° ° °
O Wage Rate from DCA ° ° ° °
O Work Hours & Safety If Over $100,000 °
Q Performance & Payment Bonds ° °
Q 5% Bid Bond °
Q Clean Air/Water Clause °
Q Provision for Disability Accessibility °
(if a building)
Q Provision for Ga. Energy Code (if a °
building)

Note that the Section 3 Clause is not required

in “private” housing rehabilitation contracts

when the local government is not a party to

the contract.
CDBG Monitoring Form REV 9-18




STATE OF GEORGIA CDBG EIP PROGRAM

PROJECT REVIEW STATUS SUMMMARY

Recipient:

Returnto Index

Review component

Start-up Site Visit
Citizen Participation
Environmental

Fair Housing

Section 3

Procurement
Construction Procurement
Labor Standards
Financial Management
Acquisition

Relocation

Final Wage Report
Actual Accomplishments

Close-out Review

Grant Number:

Review Status

Completed ( )
Completed ( )
Completed ( )

Completed ( )

Completed ( )

Completed ( )

Completed ( )

N/A ()
N/A ()
N/A ()
N/A ()
N/A ()
N/A ()

N/A ()

Completed ( )
Completed ( )
Completed ( )
Completed ( )
Completed ( )
Completed ( )

Completed ( )

N/A ()
N/A ()
N/A ()
N/A ()
N/A ()
N/A ()

N/A ()




ENVIRONMENTAL REVIEW

Returnto Inde

RECIPIENT
GRANT # REVIEW DATE:
REVIEWED BY Follow up needed? Yes No
COMMENT
YES NO ADDED N/A

Step 1: Check the Environmental Review Record (file):
e |sthere an Environmental Review Record (ERR)? O O O O
e Does the ERR contain a project description, including

geographic boundaries and reference all activities

included in the project? O O O O
e |s the ERR available for public review. O O O O
e Does the ERR document the environmental review process,

including:

e Coordination with other involved Federal or State

agencies? O O O O

e Environmental Assessment? O O O O

e Public notices? O O O O

e Response to public comments? O O O O

e Request for Release of Funds and Certification? O O O O
e If appropriate, is there a determination of exemption or

categorical exclusion? O O O O

e |s the determination signed by certifying official? O O O O

e Was the determination transmitted to DCA, receipt

acknowledged by DCA and clearance obtained? O O O O

e Is there evidence of compliance with environmental

Requirements other than NEPA (i.e., Statutory Checklist)? O O O O

NOTE: IF ENTIRE PROJECT IS EXEMPT OR CATEGORICALLY EXCLUDED AND CONVERT TO EXEMPT, STOP HERE

Step 2: Check the Environmental Assessment format:

Did the environmental assessment describe:

e Project location and description?

e Environmental impacts?

e Alternatives considered?

e Was mitigation required for one or more Compliance
Factors for all laws and authorities?

e |f so which factor(s):

e Was there documentation confirming all Compliance
Factors for all laws and authorities?

e Was a National Wetland Inventory map and a FIRM map
included to document the Wetland and
Flood Plain status?

CDBG Monitoring Form 1

O O O O

O O O O

O O O O

O O O O

O O O O

O O O O
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COMMENT

YES NO ADDED N/A
e Did the Assessment conclude with either:
e A Finding of No Significant Effect or, O O O O
e AFinding of significant Effect O O O O
Step 3: Check the Public Notice(s) and Comment Periods
e |sthere evidence that the FONSI and NOI/RROF
or the Concurrent Notice was published? O O O O
e Isthere evidence the FONSI and NOI/RROF or
Concurrent Notice was sent to:
e Interested individuals and groups? O O O O
e Appropriate public agencies? O O O O
e Published in a newspaper of general circulation? O O O O
e Posted in a local post office and substations if not
able to publish? O O O O
e |s there evidence in the ERR of the proper minimum time
period for public comment on the Notice(s)? O O O O
Step 4: Actions taken concerning Request for Release for
Funds and Certifications:
e Was the Request for Release of Funds and Certification
completed on the required form? O O O O
e Was it signed and dated by the Certifying Official? O O O O
o |[f the Certifying Official is not the Chief Elected Official
is there evidence that the C.E.O. has designated the person
signing the RROF/Certification as the Certifying Official? O O O O
e Did the recipient commit project funds only after the project
funds were released and the general environmental condition
cleared by DCA?
O O O O
e Release of Funds Date:
e Contract Award Date:
e Construction Start Date:
e Isthere evidence in the ERR of DCA release and clearance of
the environmental General Condition? O O O O
CORRECTIVE ACTIONS:
FOLLOW-UP CONTACTS:
CDBG Monitoring Form 2 REV 07-17



FAIR HOUSING EQUAL OPPORTUNITY REVIEW

Recipient: Grant No.:

|Returnto Inde

Date:

Local Actions:

Instructions: Check any of the local actions undertaken by the recipient. Enter a description of other
actions taken. In the Documentation section list local evidence reviewed, dates of public meetings, etc.

Attach copies of appropriate documentation if available, i.e. agendas, flyers, etc.

Resolution supporting State and/or Distribute Fair Housing brochures
Federal Fair Housing Law(s). O at public meetings or hearings. O
Conduct a Public Information Post Fair Housing Posters at City
Campaign on Fair Housing. O Hall or other public buildings. O
Include Fair Housing discussion Provide Fair Housing information
on public hearing agenda. O to relocatees. O
Other (List) O
How does the Recipient notify the public of its non-discrimination policies?
Section 504 — Review for compliance with provisions of Sec. 504
COMMENT
YES NO ADDED N/A
Has the grantee completed a self-evaluation of its projects
and activities relative to Section 504 compliance? O O O O
Has the Recipient adopted a Transition Plan to address
needs identified in the self-evaluation? O O O O
Has the Recipient taken appropriate initial and continuing
steps to notify participants, beneficiaries, applicants, and
employees, including those with impaired vision or hearing,
that it does not discriminate on the basis of disability? O O O O
Has the Recipient appointed a Section 504 Coordinator? O O O O
(required if recipient employees 15 or more people)
If Yes, Name:
1
CDBG Monitoring Form REV 9-2019




FAIR HOUSING EQUAL OPPORTUNITY REVIEW

COMMENT
YES NO  ADDED N/A

Has the Recipient adopted an Effective Communication
Policy to ensure that communications with applicants,
residents, program participants, employees, and
members of the public with disabilities are as effective
as communications with others? O O O O
Is the Recipient located in a City/County where all
Public Notices and vital forms must be published in Spanish? [ O O O

e |If yes, did Recipient adhere to LEP Requirements? O O O O
Did the Recipient hold the hearing in a location
That meets Title 2 accessibility standards? O O O O

e Did the Recipient complete the Sec 504 DCA
Meeting Checklist for the meeting(s) location(s)? O O O O

Fair Housing
Has action been taken to affirmatively further fair housing
through such activities as land development, zoning, site
selection policies or programming, needs assessments, etc.? O O O O
Are local fair housing groups (or others interested in
housing) assisted through the provision of information,
technical assistance, CDBG funds or other support? O O O O

Identify actions taken or scheduled to be taken to further fair housing during this project/contract
period:

FAIR HOUSING ASSESSMENT:
Did the Recipient review DCA’s Analysis of Impediments or Assessment of Fair
Housing and make it available to the public?

O O O O
Has the Recipient independently identified any local impediments to Fair Housing?

O O O O
Has the Recipient taken steps to remedy impediments? O O O O

[Also, see the Local Actions section above.]

CDBG Monitoring Form REV 9-2019



FAIR HOUSING EQUAL OPPORTUNITY REVIEW

COMMENT
YES NO ADDED N/A
Complaints:
Have any fair housing complaints been recorded? O O O O
If Yes, explain:
e Was complaint sent to HUD if discrimination
was alleged? O O O O
e Did grantee notify complainant of
HUD's involvement? O O O O
e What is the status of the complaint?
Summary:
Overall, is there source documentation in the grantee's
files to support grantee compliance
with FHEO laws and requirements? O O O O
Based on the evidence reviewed, has the grantee
complied with appropriate FHEO requirements? O O O O

Is follow-up required? yes no

Comments/Corrective actions recommended:

Reviewed by: Date:

CDBG Monitoring Form REV 9-2019



FINANCIAL MANAGEMENT REVIEW | & I

Returnto Index

Recipient: Review Date:
Grant # Follow-up needed?Yes 0 No O
Reviewed By:
Comment
Yes No Added N/A

Step 1: Check the Recipient’s Accounting System:
e Are generally accepted accounting principles followed? O O O O
e Are internal controls adequate to safeguard CDBG assets? O O O O
e Are CDBG transactions supported by original source

documents? O O O O
e  Will records be retained for a minimum of three years? O O O O
e Are Quarterly Reports submitted on a timely basis? O O O O
e Is the information provided on the Quarterly Reports

supported by accounting records? O O O O
Step 2: Check Drawdown of CDBG funds:
e Were drawdowns limited to the minimum amount

of funds needed? O O O O
e Was the time between the receipt of the drawdown &

the disbursement of funds as close as administratively

feasible? O O O O
Step 3: Check Program Funds:
e Did the recipient return any interest earned on grant

advances to the Department of Community Affairs? O O O O
e If alocal match was applicable, was it met? O O O O

e Ifnot, is it on schedule to be met prior to completion? O O O O
e If alocal leverage was applicable, was it met? O O O O

e If not, is it on schedule to be met prior to completion? O O O O
e Was any Program Income generated? O O O O
e If so, was it used before drawdown of CDBG funds? O O O O
e Were all eligible expenditures of Program Income used

to fund eligible community development activities? O O O O
Step 4: Check for Allowable Expenditures:
e Were recipient expenditures “necessary & reasonable”? O O O O
e  Were recipient expenditures allowable as specified in

OMB Circular A-87? O O O O
e Were recipient expenditures eligible as defined by

Title I, Section 1057 O O O O

CDBG Monitoring Form
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e Did all salaried employees paid from grant funds either
devote 100% of their time to the CDBG project, or
maintain time distribution sheets, if part-time? O

e Are engineering and/or architectural costs paid with CDBG

funds within the allowable limits? O
e Are the administration costs paid with CDBG funds within
the allowable limits? O

Step 5: Check for Compliance with Property Management
Standards:

o If personal property (furniture or equipment) was
purchased with CDBG funds, are records available
to identify it in accordance with 24 CFR Part 85,
Property Management Standards? O

Step 6: Check for Compliance with Procurement
Procedures. Have Recipients followed procurement
standards which ensure that:

e Purchases are made on the basis of maximum open and

free competition? O
e Were applicable local procurement standards met for

eligible small purchases under $100,000? O
e Were procurement standards followed equivalent to

those specified in Part 85 or State Law? O

Corrective Actions:

Follow-up Contacts:

CDBG Monitoring Forms

REV 8-11



Recipient

GRANT CLOSEOUT CHECKLIST

GRANT NUMBER

Original Grant Application
Award documents
General Conditions
Special Conditions
Statement of Revisions
Score Sheets

Grant Adjustment Notices
Drawdown file

All Quarterly Reports
Final Quarterly Report
Request for Release of Funds
Concurrent Notice
Environmental Clearance
Wage Determination
Startup

Citizen Participation

Fair Housing
Environmental
Professional Procurement
Sole Source Approval
Construction Procurement
Contract Matrix
Contractor Clearance
Notice of Contract Action
Acquisition

Labor

Labor2

Financial

Individual Housing Analysis
Section 104 d
Rehabilitation 1
Rehabilitation 2
Relocation

Cash Match

Section 3

Close Out Review

Final Wage Compliance Report

Actual Accomplishments

Request waiver of 60 day submission requirement?

Y

N

Representative Signature

If yes, state reason:

Date

REV 10-18



Individual Housing Analysis
Homebuyer Assistance

RECIPIENT GRANT #

Returnto Index

Housing Type (Circle one):  Stick Built Modular MHU  Other:

Owner: Address:

Comment
Yes No N/A  Added
1. Application for assistance in file, including all required information? O O O O
2. Income Documented (file should include an income calculation worksheet)? O O O O
National Objective met? O O O O
3. Certificate of Lawful Presence (and documentation) in file? O O O O
4. Was sale price equal to or less than appraised value? O O O O
If no, explain
Sale price: Appraised value:
5. Did owner complete a Homebuyer Counseling conducted by a HUD approved
counseling agency? O O O O
How was course completion documented?
6. Was the home inspected by the local CDBG grantee? O O O O
Who Inspected?
7. Amount of CDBG funds provided: $
Was the assistance provided true Gap Financing? O O O O
Describe basis for determining the amount of Gap financing provided:
8. Amount of Primary Mortgage: $
Terms: Length (in years) Interest Rate: %
9. Mortgage terms adhere to DCA policy (Fixed rate, no balloon, etc.)? O O O O
If no, explain:
10. Was the unit constructed prior to 19787 (If Yes, complete page 2) O O O O
Additional comments:
Reviewer: Date:
1
CDBG MOITORING FORM REV 1-17



COMPLETE THIS SECTION IF THE PURCHASED UNIT WAS BUILT PRIOR TO 1978
COMPLIANCE WITH LEAD-BASED PAINT REGULATIONS (24CFR Part35)

All federal assistance provided for the purpose of purchase of pre 1978 housing must meet the following conditions:
The proposed owner must receive the EPA pamphlet “Protect Your Family From Lead In Your Home”

The proposed unit must undergo Visual Assessment for deteriorated paint. Personnel conducting this assessment must
complete the HUD Internet Course for Conducting Visual Assessment.

If deteriorated paint is identified, the paint must be tested and, if found to contain lead-based paint, stabilized using safe
work practices. Clearance must be achieved in the unit prior to occupancy if vacant or, if occupied, immediately prior to
Federal Assistance.

The owner must be provided all reports related to lead hazard control activity: Inspection/risk assessment report, lead
hazard control work write-up, and clearance report that includes lead hazard control work completed.

Comment
Yes No N/A  Added
Disclosures to owner (owner/occupant signed receipt must be in file).
1. LBP Warning pamphlet provided? O O O O
2. Who performed Visual Assessment for deteriorated paint?
3. Was deteriorated paint found? O O O O
IF NO STOP HERE
IF YES:
4. Copy of Paint Testing results in file? O O O O
5. Did testing indicate presence of Lead-Based Paint? O O O O
IF NO STOP HERE
IF YES:
6. Copy of Inspection/Risk Assessment report? O O O O
7. Hazard Control work performed (Work write-up/contract)? O O O O
8. Clearance Inspection Report? O O O O
9. Who performed Lead Hazard Evaluation testing (hame and EPD cert. #)

10. Evidence that owner received all reports related to the work performed? O O O O

Other observations:

CDBG MOITORING FORM REV 1-17



RECIPIENT GRANT #

Housing Type (Circle one):  Stick Built Modular MHU  Other:

Individual Housing Analysis

Rehabilitation and Reconstruction

Returnto Index

Activity (Circle one): Rehabilitation  Reconstruction Other:
Map/Unit No. of units Contract status: (ongoing, complete, etc.)
Owner: Address:

10.
11.

12.

13.

14.

15.

Application for assistance in file, including all required information?

Income Documented (file should include an income calculation worksheet)?
National Objective met?

Certificate of Lawful Presence (and documentation) in file?

Estimated cost per CDBG application: Actual Cost:

Did actual cost exceed 20% of estimated cost per application?

If yes, was prior DCA approval obtained (DCA approval letter in file)?
Was a detailed work write-up and cost estimate prepared, prior to bid?

Were significant deviations (+/- 10%) from the cost estimate explained?

Did the homeowner provide private funds as specified in the local financial plan?

Was the unit constructed prior to 19787 (If Yes, complete page 3)

Was a construction contract (including all exhibits and required attachments) fully

executed by the owner and contractor?

Did the homeowner authorize the contract, all amendments (Change Orders) to

the contract and all progress payments?
Did owner sign a Satisfaction Statement for all progress and final payments?

Does the file contain evidence of Release of Liens (from subcontractors &
Material suppliers AND from General Contractor)?

If #14 is 'no' a walk-through should be performed. Does this inspection reveal
deviations from the work specifications and change orders?

if no, explain

CDBG MOITORING FORM
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Comment
Yes No N/A  Added

16. Does the contract amount (including all CO's) equal payments to the contractor? [1 O O O
17. Were progress payments based on work completed? O O O O
18. Are Inspection Reports in file documenting work performed? O O O O

19. Who Authorized payment

20. Evidence of recorded lien in file (term consistent with local Policies and
Procedures)? O O O O

21. Other observations:

Program Representatives will complete this form for each housing unit developed by the recipient and attach
the work write-up.

Complete payment analysis to answer #16:
Check Number Date Amount Payee

&8 hH P &hH B

Owner Contribution

Total $

Additional comments:

Reviewer: Date:

CDBG MOITORING FORM REV 3-19



COMPLETE THIS SECTION IF REHAB UNIT WAS BUILT PRIOR TO 1978
COMPLIANCE WITH LEAD-BASED PAINT REGULATIONS (24CFR Part35)

Comment
Yes No N/A  Added
Disclosures to owner (owner/occupant signed receipts must be in file).
1. LBP Warning pamphlet provided within 60 days of rehab Work? O O O O
2. Copy of Inspection/Risk Assessment report? O O O O
3. Hazard Control work performed (Work write-up/contract)? O O O O
4. Clearance Inspection Report? O O O O
5. Who performed Lead Hazard Evaluation testing (hame and EPD cert. #)
Complete this section if a separate lead hazard control contract was executed:
1. Lead Contractor completing hazard control
2. Proof of EPD Certification or RRP Training in file? O O O
3. Contract Signed by Owner and Contractor? O O O O
4. Does the contract amount (including all CO's) equal payments
to the contractor? O O O O

Record Check/Payment Information for Lead contract:

Check Number Date Amount Payee
$
$
$
$
Total $

Other observations:

CDBG MOITORING FORM REV 3-19



[Returnto Inde>

Immediate Threat and Danger Program
Monitoring Checklist

RECIPIENT
GRANT # REVIEW DATE:
REVIEWED BY Follow up needed? Yes No

SECTION 1 - Environmental Review

COMMENT
YES NO ADDED N/A

Step 1: Check the Environmental Review Record (file):

e Isthere an Environmental Review Record? O a a O
e s the Environmental Review Record available for
public review. O O O O

e Does the Environmental Review Record document
the environmental review process, including:
e Coordination with other involved Federal or State

agencies? O O O O
e Environmental Assessment? O O O O
e Public notices? O O O O
e Response to public comments? O O O O
e Request for Release of Funds and Certification? O O O O
e If appropriate, is there a determination of exemption or
categorical exclusion? O O O O
e Is the determination signed by certifying official? O O O O
e Was the determination transmitted to DCA, receipt
acknowledged by DCA and clearance obtained? O O O O
e Is there evidence of compliance with environmental
Requirements other than NEPA (i.e., Statutory Checklist)? O O O O
NOTE: IF ENTIRE PROJECT IS EXEMPT OR EXCLUDED, STOP HERE
Step 2: Check the Environmental Assessment format:
e Did the environmental assessment describe:
e Project location and description? O O O O
e Environmental impacts? O O O O
e Alternatives considered? O O O O
e Mitigation measures considered? O O O O
e Sources of data? O O O O
e Did the Assessment conclude with either:
e A Finding of No Significant Impact or, O O O O
e A Finding of significant Impact?
(indicate which) O O O O

CDBG Monitoring Form REV 9-18



COMMENT
YES NO  ADDED N/A

Step 3: Check the Public Notice(s) and Comment Periods

e |sthere evidence that the FONSI and the NOI/RROF

or the Concurrent Notice was published? O O O O
e Isthere evidence the FONSI and NOI/RROF or

Concurrent Notice was sent to:

e Interested individuals and groups? O O O O
e Appropriate public agencies? O O O O
e Published in a newspaper of general circulation? O O O O
e Posted in a local post office and substations if not
able to publish? O O O O
e Isthere evidence in the ERR of the proper minimum time
period for public comment on the Notice(s)? O O O O
Step 4: Actions taken concerning Request for Release for
Funds and Certifications:
e Was the Request for Release of Funds and Certification
completed on the required form? O O O O
e Was it signed and dated by the Certifying Official? O O O O

o |[f the Certifying Official is not the Chief Elected Official

is there evidence that the C.E.O. has designated the person

signing the RROF/Certification as the Certifying Official? O O O O
e Did the recipient commit project funds only after the project

funds were released and the general environmental condition

cleared by DCA? O O O O
e |sthere evidence in the ERR of DCA release and clearance of
the environmental General Condition? O O a O

SECTION 2 - Financial Management Review

Comment
Yes No Added N/A

Step 1: Check the Recipient’s Accounting System:
e Are generally accepted accounting principles followed? O O O O
e Areinternal controls adequate to safeguard CDBG assets? O O O O
e Are CDBG transactions supported by original source

documents? O O O O
e  Will records be retained for a minimum of three years? O O O O
Step 2: Check Drawdown of CDBG funds:
o  Were drawdowns limited to the minimum amount

of funds needed? O O O O
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Comment

Yes No Added N/A
e Was the time between the receipt of the drawdown &
the disbursement of funds as close as administratively
feasible? O O O O
Step 3: Check Program Funds:
e Did the recipient return any interest earned on grant
advances to the Department of Community Affairs? O O O O
e If alocal match was applicable, was it met? O O O O
e If not, is it on schedule to be met prior to completion? O O O O
e Was any Program Income generated? O O O O
e If so, was it used before drawdown of CDBG funds? O O O O
e Were all eligible expenditures of Program Income used
to fund eligible community development activities? O O O O
Step 4: Check for Allowable Expenditures:
e Were recipient expenditures “necessary & reasonable”? O O O O
e Were recipient expenditures allowable as specified in
2 CFR Part 200? O O O O
e Were recipient expenditures eligible as defined by
Title I, Section 1057? O O O O
e Did all salaried employees paid from grant funds either
devote 100% of their time to the CDBG project, or
maintain time distribution sheets, if part-time? O O O O
Step 5: Check for Compliance with Property Management
Standards:
e If personal property (furniture or equipment) was
purchased with CDBG funds, are records available
to identify it in accordance with 2 CFR Part 200,
Property Management Standards? O O O O
Step 6: Check for Compliance with Procurement
Procedures. Have Recipients followed procurement
standards which ensure that:
e Purchases are made on the basis of maximum open and
free competition? O O O O
e Were applicable local procurement standards met for
eligible small purchases under $100,000? O O O O
e Were procurement standards followed equivalent to
those specified in Part 200 or State Law? O O O O
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SECTION 3 - Labor Standards Review

Returnto IndeX

Step 1: Record the following information:

e (Contract Name:

e General Contractor:

e Contract Amount:

e Wage Decision No.: Bid Opening Date:

e Date Contract Executed:

Construction State Date:

COMMENT
YES NO  ADDED N/A

Step 2: Check for Wage Rate Determination:
e Were wage rate determinations requested from DCA? O O O O
e Were wage rates included in the solicitation

specifications? O O O O
e Was correct decision, including all applicable

modifications, used? O O O O
e Was DCA contacted 10 days prior to bid to confirm? O O O O
e Were additional classifications requested from DCA? O O O O
Step 3: Check for Contractual Provisions and

Certification:

e Are minutes from pre-construction conference

in file? O O O O
e Was most recent labor standards provision included

in solicitation and contracts? O O O O
Step 4: Check for Verification of Contractor Eligibility:
e Were verifications requested and received to determine

contractor eligibility prior to contract execution? O O O O
Step 5: Check for Recipient monitoring/enforcement of

Labor Standards:

e Were wage rate determinations and labor posters on the

job site? O O O O
e  Were Statement of Compliance and payrolls received on

a weekly basis? O O O O
e Did an officer or owner of the construction firm certify the

payrolls? O O O O
e If not, is authorization (signed by the owner or

an officer) on file for the person who signed

certification of payrolls? O O O O
e Were the contractors/subcontractors payroll

reports checked for accuracy and did they

contain required information? O O O O
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COMMENT

YES NO  ADDED N/A

e  Were worker interviews conducted and checked

against payroll reports? O O O O
e Were a representative number of trades covered,

at least one in each category? O O O O

No. of Employee Interviews:
e Was Certificate of Registration for each apprentice

employed on file? O O O O

Was overtime paid? O O O O
Step 6: Review the actions taken by Recipient to

investigate and follow-up violations:

e Were investigations conducted in a timely manner? O O O O
e Were records and documents sufficient to support

the findings? O O O O
e Were appropriate cases referred to DCA? O O O O
SECTION 4 — Accomplishments
Total people: Low/Mod People:
SECTION 5 — Field Observations (Please record project site observations/comments)
CORRECTIVE ACTIONS:
FOLLOW-UP CONTACTS:
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LABOR STANDARDS REVIEW
RECIPIENT
GRANT # REVIEW DATE:
REVIEWED BY Follow up needed? Yes No

Step 1: Record the following information:

e Project Description: Subcontractors Hired: Yes No

e General Contractor: Force Account Used:  Yes No

e Contract Amount:

e Wage Decision No.: Bid Opening Date:
e Date Contract Executed: Construction Start Date:
COMMENT
YES NO  ADDED N/A

Step 2: Check for Wage Rate Determination:
e Were wage rate determinations requested from DCA? O O O O
e Were wage rates included in the solicitation

specifications? O O O O
e Was correct decision, including all applicable

modifications, used? O O O O
e Was DCA contacted 10 days prior to bid to confirm? O O O O
e Was Contract awarded within 90 days of bid date? O O O O
e |f no, was the wage determination used in effect on

the date of the contract award? O O O O
Step 3: Check for Contractual Provisions and

Certification:

e Are minutes from pre-construction conference

in file? O O O O

Did minutes include Federal Labor Standards

contracting responsibilities and actions? O O O O
e Was most recent labor standards provision included

in solicitation and contracts? O O O O
Step 4: Check for Verification of Contractor Eligibility:
e Were verifications requested and received to determine

contractor eligibility prior to contract execution? O O O O
Step 5: Check for Recipient monitoring/enforcement of

Labor Standards:

e Were wage rate determinations and labor posters on the

job site? O O O O
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COMMENT

YES NO  ADDED N/A

e Were Statement of Compliance and payrolls received on

a weekly basis? O O O
e Did an officer or owner of the construction firm certify the

payrolls? O O O O
e If not, is authorization (signed by the owner or

an officer) on file for the person who signed

certification of payrolls? O O O O
e Were the contractors/subcontractors payroll

reports checked for accuracy and did they

contain required information? O O O O
e Were fringe benefits required? O O O O
e If yes, were the fringe benefits paid in cash? O O O O
e [f fringes were not paid in cash, did Statement

of Compliance list the fringes paid? O O O O

e Bonafide fringes? O O O O
e Did payrolls include classifications not listed on wage

decision? O O O O
e If yes, were additional classifications requested? O O O O
e Did payrolls include all trades required to complete

project? O O O O
e Did payrolls includes a proportionate number of

laborers to mechanics? O O O O
e Were worker interviews conducted and checked

against payroll reports? O O O O
e Were interview forms signed in the appropriate

place when compared to payrolls? O O O O
o Were a representative number of trades covered,

at least one in each category? O O O O

No. of Trades Represented:

No. of Employee Interviews:
e Was Certificate of Registration for each apprentice

employed on file? O O O O
e Was overtime paid? O O O O
e Were deductions permissible? O O O O
e Was restitution required? O O O O
e If yes, does the file contain documentation restitution

was paid? O O O O
Step 6: Review the actions taken by Recipient to

investigate and follow-up violations:

e Were investigations conducted in a timely manner? O O O O
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COMMENT

YES NO  ADDED N/A
e Were records and documents sufficient to support
the findings? O O O O
e Were appropriate cases referred to DCA? O O O O

Program Representative Comments:

Compliance Officer Comments:

Follow-up Needed:
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LABOR STANDARDS REVIEW
Subcontractor Payrolls

Returnto Index

RECIPIENT
GRANT # REVIEW DATE:
REVIEWED BY Follow up needed? Yes No
Step 1: Record the following information:
e Project Description:
e Subcontractor:
e General Contractor:
e Wage Decision Number:
COMMENT
YES NO  ADDED N/A

Step 2: Weekly Payrolls:
e Did owner work with a crew? O O O O
e If no, is the Sub reported on the General’s payroll? O O O O
e  Were Statement of Compliance and payrolls received on

a weekly basis? O O O O
e Did an officer or owner of the construction firm certify the

payrolls? O O O O
e If not, is authorization (signed by the owner or

an officer) on file for the person who signed

certification of payrolls? O O O O
e Were the payroll reports checked for accuracy and did they

contain required information? O O O O
e Were fringe benefits required? O O O O
e If yes, were the fringe benefits paid in cash? O O O O
e If fringes were not paid in cash, did Statement

of Compliance list the fringes paid? O O O O

e Bonafide fringes? O O O O
e Did payrolls include classifications not listed on wage

decision? O O O O
e |If yes, were additional classifications requested? O O O O
e Did payrolls includes a proportionate number of

laborers to mechanics? O O O O
e Were worker interviews conducted and checked

against payroll reports? O O O O
e Were a representative number of trades covered,

at least one in each category? O O O O

No. of Trades Represented:
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No. of Employee Interviews:
e Was Certificate of Registration for each apprentice

employed on file? O O O O
e Was overtime paid? O O O O
e Was restitution required? O O (| O
e  Were additional classifications required and requested? O O O 0O
Step 3: Review the actions taken by Recipient to

investigate and follow-up violations:

e Were investigations conducted in a timely manner? O O O O
e Were records and documents sufficient to support

the findings? O O O O
e Were appropriate cases referred to DCA? O O O O
Program Representative Comments:
Compliance Officer Comments:
Follow-up Needed:
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RELOCATION REVIEW
PART I
PROGRAM REVIEW

RECIPIENT
GRANT # REVIEW DATE
REVIEWED BY FOLLOW-UP NEEDED: YES NO
1. CURRENT STATUS:

Number of relocations: proposed completed

Number of cases appealed or complaints filed:

Types of relocations proposed: Owner ____ Renter
Business Temporary

YES NO COMMENTS N/A

2. CHECK THE RECIPIENT’S GENERAL
BOOKKEEPING REQUIREMENTS:
Is the Recipient maintaining a Relocation

Management Report? O O O O
3. CHECK THE RECIPIENT’S PROGRAM
POLICY STATEMENT:
a. Has the community officially adopted a Program
Policy Statement? O O O O

Date of Resolution:

b. Does the Statement incorporate the current
“Fair Market Rent” Schedules by reference

or attachment? | O O |
c. Does the Statement include or reference the

current Moving Expense Schedule? O O O O
d. Does the statement describe Appeal procedures? O O O O

e. If applicable, are “Optional” benefits described and
complied with? O O O O

f. If applicable, is there a Down Payment Assistance
policy and has it been complied with? O O O O

g. Does the Statement include a methodology for
determining utility costs? O O O O
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PART 11
RELOCATION CASE REVIEW

APPLICABILITY
CASE 1 CASE 2
Uniform Act O Uniform Act O
Section 104(d) O Section 104(d) O
Last Resort O Last Resort O
“Optional” Payment O “Optional” Payment [
STEPS:
CASE 1 CASE 2
1. Record the following information:

a. Name of Relocatee
b. Address:

c¢. Homeowner or tenant?

d. Low/Mod Income Occupants?

e. Temporary Relocation necessary?

YES NO COMMENTS N/A

2. CHECK ELIGIBILITY DOCUMENTATION
a. Is there an individual file for each displaced

family? O O O O
b. Do personal information records verify “Gross
Household Income” of occupants? O O O O

Case 1:
Method & Source of verification:
Annual GHI: $
L&M Limit: $

Case 2:
Method & Source of verification:
Annual GHI: $
L&M Limit: $

c. Can the occupant(s) be defined as

a “displaced person”? O O O O
d. Does the displacee(s) meet the length
of occupancy (time) standards? O O O O

CDBG Monitoring Form REV 8-11



YES NO COMMENTS N/A

3. CHECK THE WRITTEN NOTICES:
a. Was a “General Information Notice”
containing all required information
issued as soon as feasible with evidence

of receipt in file? O O O O
b. Did tenant receive a “Preliminary
Displacement Notice™? O O O O

c. Was a “Notice of Eligibility for “Relocation
Assistance” issued at the time eligibility was

established with evidence of receipt in file? O O O O
d. Was a “Ninety-day Notice to Vacate” in file
with evidence of receipt (if applicable)? O O O O

4. CHECK REPLACEMENT HOUSING PAYMENT CLAIMS:
a. Type of Replacement Housing Payment:
Case 1:
Case 2:
b. If replacement housing assistance claim was
paid, was the claim:
1. Completed and signed?
2. Verified by supporting documentation?
(i-e., old and new rent & utilities)
3. Correctly calculated?
4. Filed within a reasonable period of time?
5. Are periodic payments being made?
Terms:
6. For eligible Section 104(d) cases: was
claimant offered a choice of benefits? O
7. 1f any Replacement Housing Payment claims
were not paid, is there documentation of the
basis for denial?

oooo 0O
oooogo 0O
oooo 0O
oooo 0O

O
O
O

O
O
O
O

5. CHECK MOVING EXPENSE CLAIMS:
a. Was a moving expense paid?
b. Was there a choice of fixed or actual expenses?
c. Were actual moving expenses eligible?
d. Was the actual claim verified with supporting
documentation?
e. Was the claim correctly calculated?

OO0 oOoOoo0o
OO0 oOoo
oo OO0
OO0 OO0

6. CHECK RELOCATION ADVISORY ASSISTANCE:
a Is there a Site Occupant Record on the displacee
indicating Replacement Housing needs
(i.e., handicapped facilities). O O O O
b Is there a Selection of Most Representative
Comparable Replacement Dwelling chart

completed? O O O O
¢ Were the referred replacement units documented:
1. “Decent, safe and sanitary”? O O O O
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YES NO COMMENTS N/A

2. “Comparable”? O O O O
3. Compliance with lead-based paint
regulations? O O O O

d. Has actual replacement dwelling been
inspected with an acceptable checklist? O O O O

e. If the relocatee moved into a substandard
unit, was the required letter sent? O O O O

f. Is there evidence of receipt of the above required
letter? O O O O

7. CHECK TEMPORARY RELOCATION DOCUMENTATION:

If occupant(s) were temporarily relocated, did

recipient:
a. Offer available facilities (i.e. dwelling units)? O O O O
b. Document and pay eligible expenses? O O O O
¢. Receive a statement from the displacee that
no eligible “out of pocket” expenses were
incurred? O O O O
8. CHECK LAST RESORT HOUSING DOCUMENTATION: YES NO
a. If “Last Resort” replacement housing was CASE 1: O O
provided, is the decision adequately
documented and justified? (Justification CASE 2: O

is based on the lack of availability and/or
resources for “comparable replacement
housing”; or the individual circumstances
of the displacee?

b. Check what method(s) were selected to
provide “Last Resort” housing assistance:
CASE 1 CASE 2
() Replacement housing payment in excess of limits
Rehab or addition to existing unit
New construction

()
()
() Direct Loan ( %) (Type: )
()
()

Relocation and rehab of dwelling

Purchase of land/dwelling by Recipient and subsequent-sale or lease to
displaced person

( () Removal of barriers to the handicapped

() ( ) Costeffective conversion from tenant to homeowner

( () Modified methods (i.e., different unit space and physical characteristics)
Describe:

AN AN AN AN AN AN
— = = = — — |1
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c. Ifapplicable, do the specifications of the CASE 1: O
construction contract between the relocate
and provider indicate the new unit to be CASE 2: O

“functionally similar” to the displaced unit?
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PART III
SITE INSPECTION I

NAME:

YES NO COMMENT N/A

1. Was the unit the relocatee moved into:

a. “Decent, safe and sanitary?” O O O O
b. “Functional similar” in size and construction? O O O O
If not, did the relocatee sign the required waiver? O O O O

2. Was the unit inspected by a DCA Program

Representative? O O O O
1. Was the relocatee interviewed by a DCA Program

Representative? O O O O
2. Was the relocatee interviewed satisfied with the

unit? O O O O
COMMENTS:

PART III

SITE INSPECTION 11

NAME:

YES NO COMMENTS N/A

1. Was the unit the relocatee moved into:
a. “Decent, safe and sanitary”?
b. “Functionally similar” in size and construction?
If not, did the relocatee sign the required waiver?
2. Was the unit inspected by a DCA Program
Representative?
3. Was the relocatee interviewed by a DCA Program
Representative?
4. Was the relocatee interviewed satisfied with the unit?

o0 O OO0
o0 O OO0
o0 O OO0
o0 O OO0

COMMENTS:
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SECTION 104 (d) DEMOLITION REVIEW

Owner: # of Bedrooms:
Address: Sq. Footage:
Date of Demolition: Occupied:

1. Applicability of Section 104(d) One-for-One Replacement Housing:

YES NO COMMENTS N/A

a) Was the demolished occupied unit a

“low and moderate income dwelling unit” O O O O

Rent/Utilities: $

FMR: $
b) If vacant, was demolished “low and

moderate income dwelling unit”

occupied within 3 months prior to

the date of the demolition contract? O O O O
¢) Was demolished vacant “low and

moderate income dwelling unit”

suitable for rehab? (If no, attach a

copy of the Rehab Feasibility Test) O O O O

Continue, if answer is “yes” on 1a) or (b) or (c)

2. If applicable, is there evidence that a “low
and moderate income” replacement unit has
been or will be:

a) ldentified? O O O O
address:
# of bedrooms:

b) Provided within 3 years of the start of demolition; O O O O
or

Unavailable for occupancy for more
than one year prior to date of submission

of Anti Displacement Plan O O O O
Source:
Date Provided:

¢) Located within recipient’s jurisdiction? O O O O

d) Atleast equal to the # of bedrooms removed
and sufficient in the number of bedrooms and
size to house at least the # of occupants that
were housed in the demolished unit in accordance

with applicable housing occupancy codes? O O O O
Sq. Footage:
# of Bedrooms:

e) Provided in “Standard” Condition? O O O O

—h
jp—

Designed to remain low/mod income dwelling
YES NO COMMENTS N/A
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units for at least 10 years from date of initial
occupancy of the units? (Replacement dwelling
units may include public and existing housing
receiving Section 8 project-based assistance.) O O O O
Base Rent: $
Utilities: $
Total: $
FMR: $
g) If applicable, rehabilitated and vacant for 3
months prior to date of construction contract
and the previous tenant(s) was not displaced
as a direct results of an assisted activity? O O O O

Comments:

Note: If new unit does not meet all of the applicable criteria above, the unit is disqualified.

SUMMARY

DEFICIENCIES:

COMMENTS:

CORRECTIVE ACTION NEEDED:

FINDINGS: Yes() No ()
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SECTION 3 REVIEW

RECIPIENT

GRANT # REVIEW DATE

REVIEWED BY Follow up needed? Yes No

Grant Amount Is Section 3 Applicable? Yes No

Note: If Section 3 is not applicable, STOP HERE (Grant Amounts less than $200,000)

Comment
Yes No  Added N/A
Step 1: Check Section 3 file

e Are there procedures in place to notify Section 3

residents and business concerns about

employment, training, and contracting

opportunities O O O O
¢ Is there documentation of the actions taken to comply

with the Section 3 requirements in DCA’s Section 3 O 0 O [

Policy

e Were Section 3 residents notified of hiring opportunities

o Method Used
o lIsitan approved method O O O ]
(as outlined in DCA’s Policy)

e Were Section 3 residents provided Resident
Certification and Affidavit forms for employment O O Il O

e Were contractors encouraged to offer training to
Section 3 residents Il O O [l

e |s there evidence the advertisement for
bids and/or proposals conveyed that the contract
work is a Section 3 covered contract O O O [

¢ Is there evidence that DCA’s Solicitation package
was used for all applicable procurement

actions o . o O
e Was a pre-bid meeting or workshop held [ O [ L
e Were contractors notified of Section 3

requirements at the pre-bid meeting 0 O 0 0
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Comment

Yes No Added N/A

o Were there any refusals to award contracts to

businesses or persons who previously violated

the Section 3 requirements m 0 m
e Were the Section 3 clauses incorporated

into all applicable contracts . o = =
¢ Did job sites include a location or phone number

of person to contact and how to apply for

employment, training, or contracting opportunities O O O O
e Were one of the following goals met: N N N O

o 30% of the aggregate number for

new hires were Section 3 residents O O O O
o 10% of the total dollar amount of

covered construction contracts

were awarded to Section 3 business

concerns O O O O
o 3% of the total dollar amount of

covered non-construction contracts

were awarded to Section 3 business

concerns o o . [
e Overall, did the grantee comply with DCA’s Section 3
Policy and reporting requirements (| ad O O

Comments:

Corrective Actions:
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Recipient:

Date:

START-UP SITE VISIT REPORT

Grant #:

Meeting Participants:

(circle items dliscussed)

1.0

2.0

3.0

Grant Award Package
1.1 Acceptance within required period
1.2 Signature Cards and correct number of signatories
1.3 General and Special Condition compliance
1.4 DCA CDBG Staff resources / responsibilities
1.5 Local official/interested party overseeing project? (Technical/Admin)

1.6 Recipient’s Manual — local government has their copy? yes no

Financial Management / Audits
2.1 Setting-up checking account— only CDBG funds, non-interest bearing, $5,000 limit
on- hand.

2.2 Force account records, if applicable

2.3 Time sheet requirements, if applicable

2.4 Audits — make sure DCA gets a copy

2.5 Budget

2.6 Limits on CDBG $'s for Admin and Arch/Eng fees

2.7 Local Match and Leverage (amount and use)
2.7.1 Leverage points awarded and method of monitoring for match and

leverage spent by local government

2.8 Financial Management and Accounting System:
Local Bookkeeper
Drawdowns — who approves?
Invoices — who approves?
Bank reconciliation — who performs?
Checks — who signs?

2.9 Conflict of Interest Yes No Cleared

Administration
3.1 Procurement Standards/contracts — method of selecting/advertising/RFP/RFQ If
completed, fill out Construction Contractor Procurement Review form
3.2 Georgia Procurement Registry — any contract over $100,000 must be posted
3.3 Administrator Contracts — basic requirements (See Chapter 1, Section 18 of
Recipients’ Manual). If completed, fill out Admin/Prof. Procurement Review form
3.4 Record keeping & filing system — minimum records to be kept on-site
Where will others be kept?

3.5 Amendments

3.6 Quarterly Reports (Electronic submission process) — use comments sections on
form to keep us updated

3.7 Labor Standard provisions/”Common Rule” contract provisions/HB 87 Provisions

3.8 Clearance of General Contractor

3.9 Notice of Contract Action. There is a 10% draw limit until form is submitted

3.10Weekly payrolls — signed by an officer / anyone on job must be on payroll / date
stamped when received / notify rep. of any difficulty in collecting them

3.11Pre-Construction Conference — who should attend, notify rep. of date

1 REV 9-2019



3.12Timetables / Award Expiration Date — Extension Request Process

3.13 Send in updated Disclosure Reports when applicable

3.14Citizens Participation

3.15Post-award hearing within 60 days of award — document with tear sheet, agenda
and minutes

3.16Section 504 accessibility requirements for hearing locations

3.16.1 Review DCA Meeting Checklist

3.17Final Public Hearing after Final Quarterly Report completed — document with tear

sheet, agenda and minutes

4.0 Environmental — Historic / Floodplains / Wetlands

4.1 Preparation of Assessment & Environmental Review Record

4.2 Exempt and excluded activities — FOE in ERR for admin. & design

4.3 Environmental Special Conditions, if applicable. Clear prior to completion of
assessment

4.4 Army Corps permit for wetland disturbing activities

4.5 Is any part of project in a floodplain? yes no

4.6 Cannot complete E.R. until historic preservation compliance is met (except for
housing only grants). Must not begin any aspect of entire project except for
exempt activities

4.7 Programmatic Agreement for housing rehab of historic properties

4.8 Publications — Concurrent Notice / Floodplain Notices / tear sheets

4.9 Comment periods and Request for Release of Funds. Funds are released in
Environmental Clearance letter from DCA. Keep in ERR

4.10Coordination with other involved Federal or State Agencies. Document in ERR.

5.0 Beneficiaries / Fair Housing / Civil Rights / Section 3
5.1 Requirement to Affirmatively Further Fair Housing
5.1.1 Review responsibilities and potential activities
5.1.2 LAP Requirements
5.2 Civil rights data collection
5.3 Section 3 requirements Contractors and Sub-contractors
5.4 HB2 Certification of Lawful Presence for Direct Beneficiaries (Neighborhood
revitalization projects only)
5.5 Examine low/mod income benefit surveys. Are they consistent with application?
yes no
5.6 Actual Accomplishments — how will benefit be measured? Review numbers on DCA-
2 and DCA-6 forms

COMMENTS AND FOLLOW-UP

Item # Comments

Additional “Start-up Site Visit(s)” required? yes no

Acquisition applicable? yes no If yes, what type do you anticipate?

Signature of Program Representative:
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HUD CDBG Conflict of Interest Regulations

§570.489 Program administrative requirements.

(g) Procurement. When procuring property or services to be paid for in whole or in part with
CDBG funds, the State shall follow its procurement policies and procedures. The State shall
establish requirements for procurement policies and procedures for units of general local
government, based on full and open competition. Methods of procurement (e.g., small purchase,
sealed bids/formal advertising, competitive proposals, and noncompetitive proposals) and their
applicability shall be specified by the State. Cost plus a percentage of cost and percentage of
construction costs methods of contracting shall not be used. The policies and procedures shall also
include standards of conduct governing employees engaged in the award or administration of
contracts. (Other conflicts of interest are covered by §570.489(h).) The State shall ensure that all
purchase orders and contracts include any clauses required by Federal statutes, Executive orders,
and implementing regulations. The State shall make subrecipient and contractor determinations in
accordance with the standards in 2 CFR 200.330.

(h) Conflict of interest— (1) Applicability. (i) In the procurement of supplies, equipment,
construction, and services by the States, units of local general governments, and subrecipients, the
conflict of interest provisions in paragraph (g) of this section shall apply.

(i1) In all cases not governed by paragraph (g) of this section, this paragraph (h) shall apply.
Such cases include the acquisition and disposition of real property and the provision of assistance
with CDBG funds by the unit of general local government or its subrecipients, to individuals,
businesses and other private entities.

(2) Conflicts prohibited. Except for eligible administrative or personnel costs, the general rule
is that no persons described in paragraph (h)(3) of this section who exercise or have exercised any
functions or responsibilities with respect to CDBG activities assisted under this subpart or who are
in a position to participate in a decisionmaking process or gain inside information with regard to
such activities, may obtain a financial interest or benefit from the activity, or have an interest or
benefit from the activity, or have an interest in any contract, subcontract or agreement with respect
thereto, or the proceeds thereunder, either for themselves or those with whom they have family or
business ties, during their tenure or for one year thereafter.

(3) Persons covered. The conflict of interest provisions for paragraph (h)(2) of this section
apply to any person who is an employee, agent, consultant, officer, or elected official or appointed
official of the State, or of a unit of general local government, or of any designated public agencies,
or subrecipients which are receiving CDBG funds.

(4) Exceptions: Thresholds requirements. Upon written request by the State, an exception to
the provisions of paragraph (h)(2) of this section involving an employee, agent, consultant, officer,
or elected official or appointed official of the State may be granted by HUD on a case-by-case
basis. In all other cases, the State may grant such an exception upon written request of the unit of
general local government provided the State shall fully document its determination in compliance
with all requirements of paragraph (h)(4) of this section including the State's position with respect



to each factor at paragraph (h)(5) of this section and such documentation shall be available for
review by the public and by HUD. An exception may be granted after it is determined that such an
exception will serve to further the purpose of the Act and the effective and efficient administration
of the program or project of the State or unit of general local government as appropriate. An
exception may be considered only after the State or unit of general local government, as
appropriate, has provided the following:

(1) A disclosure of the nature of the conflict, accompanied by an assurance that there has been
public disclosure of the conflict and a description of how the public disclosure was made; and

(i) An opinion of the attorney for the State or the unit of general local government, as
appropriate, that the interest for which the exception is sought would not violate State or local law.

(5) Factors to be considered for exceptions. In determining whether to grant a requested
exception after the requirements of paragraph (h)(4) of this section have been satisfactorily met,
the cumulative effect of the following factors, where applicable, shall be considered:

(1) Whether the exception would provide a significant cost benefit or an essential degree of
expertise to the program or project which would otherwise not be available;

(i1) Whether an opportunity was provided for open competitive bidding or negotiation;

(i11)) Whether the person affected is a member of a group or class of low or moderate income
persons intended to be the beneficiaries of the assisted activity, and the exception will permit such
person to receive generally the same interests or benefits as are being made available or provided
to the group or class;

(iv) Whether the affected person has withdrawn from his or her functions or responsibilities,
or the decisionmaking process with respect to the specific assisted activity in question;

(v) Whether the interest or benefit was present before the affected person was in a position as
described in paragraph (h)(3) of this section;

(vi) Whether undue hardship will result either to the State or the unit of general local
government or the person affected when weighed against the public interest served by avoiding

the prohibited conflict; and

(vii) Any other relevant considerations.
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GENERAL
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§200.500 Purpose.

This part sets forth standards for obtaining consistency and uniformity among Federal agencies for the audit of non-Federal
entities expending Federal awards.

t Back to Top

AupDITS
t Back to Top

§200.501 Audit requirements.

(a) Audit required. A non-Federal entity that expends $750,000 or more during the non-Federal entity's fiscal year in
Federal awards must have a single or program-specific audit conducted for that year in accordance with the provisions of this
part.

(b) Single audit. A non-Federal entity that expends $750,000 or more during the non-Federal entity's fiscal year in Federal
awards must have a single audit conducted in accordance with §200.514 Scope of audit except when it elects to have a
program-specific audit conducted in accordance with paragraph (c) of this section.

(c) Program-specific audit election. When an auditee expends Federal awards under only one Federal program (excluding
R&D) and the Federal program's statutes, regulations, or the terms and conditions of the Federal award do not require a
financial statement audit of the auditee, the auditee may elect to have a program-specific audit conducted in accordance with
§200.507 Program-specific audits. A program-specific audit may not be elected for R&D unless all of the Federal awards
expended were received from the same Federal agency, or the same Federal agency and the same pass-through entity, and
that Federal agency, or pass-through entity in the case of a subrecipient, approves in advance a program-specific audit.

(d) Exemption when Federal awards expended are less than $750,000. A non-Federal entity that expends less than
$750,000 during the non-Federal entity's fiscal year in Federal awards is exempt from Federal audit requirements for that year,
except as noted in §200.503 Relation to other audit requirements, but records must be available for review or audit by
appropriate officials of the Federal agency, pass-through entity, and Government Accountability Office (GAO).

(e) Federally Funded Research and Development Centers (FFRDC). Management of an auditee that owns or operates a
FFRDC may elect to treat the FFRDC as a separate entity for purposes of this part.

(f) Subrecipients and Contractors. An auditee may simultaneously be a recipient, a subrecipient, and a contractor. Federal
awards expended as a recipient or a subrecipient are subject to audit under this part. The payments received for goods or
services provided as a contractor are not Federal awards. Section §200.330 Subrecipient and contractor determinations sets
forth the considerations in determining whether payments constitute a Federal award or a payment for goods or services
provided as a contractor.

(g) Compliance responsibility for contractors. In most cases, the auditee's compliance responsibility for contractors is only
to ensure that the procurement, receipt, and payment for goods and services comply with Federal statutes, regulations, and the
terms and conditions of Federal awards. Federal award compliance requirements normally do not pass through to contractors.
However, the auditee is responsible for ensuring compliance for procurement transactions which are structured such that the
contractor is responsible for program compliance or the contractor's records must be reviewed to determine program
compliance. Also, when these procurement transactions relate to a major program, the scope of the audit must include
determining whether these transactions are in compliance with Federal statutes, regulations, and the terms and conditions of
Federal awards.

(h) For-profit subrecipient. Since this part does not apply to for-profit subrecipients, the pass-through entity is responsible
for establishing requirements, as necessary, to ensure compliance by for-profit subrecipients. The agreement with the for-profit



subrecipient must describe applicable compliance requirements and the for-profit subrecipient's compliance responsibility.
Methods to ensure compliance for Federal awards made to for-profit subrecipients may include pre-award audits, monitoring
during the agreement, and post-award audits. See also §200.331 Requirements for pass-through entities.

[78 FR 78608, Dec. 26, 2013, as amended at 79 FR 75887, Dec. 19, 2014]
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§200.502 Basis for determining Federal awards expended.

(a) Determining Federal awards expended. The determination of when a Federal award is expended must be based on
when the activity related to the Federal award occurs. Generally, the activity pertains to events that require the non-Federal
entity to comply with Federal statutes, regulations, and the terms and conditions of Federal awards, such as:
expenditure/expense transactions associated with awards including grants, cost-reimbursement contracts under the FAR,
compacts with Indian Tribes, cooperative agreements, and direct appropriations; the disbursement of funds to subrecipients;
the use of loan proceeds under loan and loan guarantee programs; the receipt of property; the receipt of surplus property; the
receipt or use of program income; the distribution or use of food commodities; the disbursement of amounts entitling the non-
Federal entity to an interest subsidy; and the period when insurance is in force.

(b) Loan and loan guarantees (loans). Since the Federal Government is at risk for loans until the debt is repaid, the
following guidelines must be used to calculate the value of Federal awards expended under loan programs, except as noted in
paragraphs (c) and (d) of this section:

(1) Value of new loans made or received during the audit period; plus

(2) Beginning of the audit period balance of loans from previous years for which the Federal Government imposes
continuing compliance requirements; plus

(3) Any interest subsidy, cash, or administrative cost allowance received.

(c) Loan and loan guarantees (loans) at IHEs. When loans are made to students of an IHE but the IHE does not make the
loans, then only the value of loans made during the audit period must be considered Federal awards expended in that audit
period. The balance of loans for previous audit periods is not included as Federal awards expended because the lender
accounts for the prior balances.

(d) Prior loan and loan guarantees (loans). Loans, the proceeds of which were received and expended in prior years, are
not considered Federal awards expended under this part when the Federal statutes, regulations, and the terms and conditions
of Federal awards pertaining to such loans impose no continuing compliance requirements other than to repay the loans.

(e) Endowment funds. The cumulative balance of Federal awards for endowment funds that are federally restricted are
considered Federal awards expended in each audit period in which the funds are still restricted.

(f) Free rent. Free rent received by itself is not considered a Federal award expended under this part. However, free rent
received as part of a Federal award to carry out a Federal program must be included in determining Federal awards expended
and subject to audit under this part.

(9) Valuing non-cash assistance. Federal non-cash assistance, such as free rent, food commodities, donated property, or
donated surplus property, must be valued at fair market value at the time of receipt or the assessed value provided by the
Federal agency.

(h) Medicare. Medicare payments to a non-Federal entity for providing patient care services to Medicare-eligible individuals
are not considered Federal awards expended under this part.

(i) Medicaid. Medicaid payments to a subrecipient for providing patient care services to Medicaid-eligible individuals are not
considered Federal awards expended under this part unless a state requires the funds to be treated as Federal awards
expended because reimbursement is on a cost-reimbursement basis.

(i) Certain loans provided by the National Credit Union Administration. For purposes of this part, loans made from the
National Credit Union Share Insurance Fund and the Central Liquidity Facility that are funded by contributions from insured
non-Federal entities are not considered Federal awards expended.

[78 FR 78608, Dec. 26, 2013, as amended at 79 FR 75887, Dec. 19, 2014]
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§200.503 Relation to other audit requirements.



(a) An audit conducted in accordance with this part must be in lieu of any financial audit of Federal awards which a non-
Federal entity is required to undergo under any other Federal statute or regulation. To the extent that such audit provides a
Federal agency with the information it requires to carry out its responsibilities under Federal statute or regulation, a Federal
agency must rely upon and use that information.

(b) Notwithstanding subsection (a), a Federal agency, Inspectors General, or GAO may conduct or arrange for additional
audits which are necessary to carry out its responsibilities under Federal statute or regulation. The provisions of this part do not
authorize any non-Federal entity to constrain, in any manner, such Federal agency from carrying out or arranging for such
additional audits, except that the Federal agency must plan such audits to not be duplicative of other audits of Federal awards.
Prior to commencing such an audit, the Federal agency or pass-through entity must review the FAC for recent audits submitted
by the non-Federal entity, and to the extent such audits meet a Federal agency or pass-through entity's needs, the Federal
agency or pass-through entity must rely upon and use such audits. Any additional audits must be planned and performed in
such a way as to build upon work performed, including the audit documentation, sampling, and testing already performed, by
other auditors.

(c) The provisions of this part do not limit the authority of Federal agencies to conduct, or arrange for the conduct of, audits
and evaluations of Federal awards, nor limit the authority of any Federal agency Inspector General or other Federal official. For
example, requirements that may be applicable under the FAR or CAS and the terms and conditions of a cost-reimbursement
contract may include additional applicable audits to be conducted or arranged for by Federal agencies.

(d) Federal agency to pay for additional audits. A Federal agency that conducts or arranges for additional audits must,
consistent with other applicable Federal statutes and regulations, arrange for funding the full cost of such additional audits.

(e) Request for a program to be audited as a major program. A Federal awarding agency may request that an auditee have
a particular Federal program audited as a major program in lieu of the Federal awarding agency conducting or arranging for the
additional audits. To allow for planning, such requests should be made at least 180 calendar days prior to the end of the fiscal
year to be audited. The auditee, after consultation with its auditor, should promptly respond to such a request by informing the
Federal awarding agency whether the program would otherwise be audited as a major program using the risk-based audit
approach described in §200.518 Major program determination and, if not, the estimated incremental cost. The Federal awarding
agency must then promptly confirm to the auditee whether it wants the program audited as a major program. If the program is to
be audited as a major program based upon this Federal awarding agency request, and the Federal awarding agency agrees to
pay the full incremental costs, then the auditee must have the program audited as a major program. A pass-through entity may
use the provisions of this paragraph for a subrecipient.

t Back to Top
§200.504 Frequency of audits.

Except for the provisions for biennial audits provided in paragraphs (a) and (b) of this section, audits required by this part
must be performed annually. Any biennial audit must cover both years within the biennial period.

(a) A state, local government, or Indian tribe that is required by constitution or statute, in effect on January 1, 1987, to
undergo its audits less frequently than annually, is permitted to undergo its audits pursuant to this part biennially. This
requirement must still be in effect for the biennial period.

(b) Any nonprofit organization that had biennial audits for all biennial periods ending between July 1, 1992, and January 1,
1995, is permitted to undergo its audits pursuant to this part biennially.

t Back to Top
§200.505 Sanctions.

In cases of continued inability or unwillingness to have an audit conducted in accordance with this part, Federal agencies
and pass-through entities must take appropriate action as provided in §200.338 Remedies for noncompliance.

t Back to Top
§200.506 Audit costs.

See §200.425 Audit services.
t Back to Top

§200.507 Program-specific audits.



(a) Program-specific audit guide available. In many cases, a program-specific audit guide will be available to provide
specific guidance to the auditor with respect to internal controls, compliance requirements, suggested audit procedures, and
audit reporting requirements. A listing of current program-specific audit guides can be found in the compliance supplement
beginning with the 2014 supplement including Federal awarding agency contact information and a Web site where a copy of the
guide can be obtained. When a current program-specific audit guide is available, the auditor must follow GAGAS and the guide
when performing a program-specific audit.

(b) Program-specific audit guide not available. (1) When a current program-specific audit guide is not available, the auditee
and auditor must have basically the same responsibilities for the Federal program as they would have for an audit of a major
program in a single audit.

(2) The auditee must prepare the financial statement(s) for the Federal program that includes, at a minimum, a schedule of
expenditures of Federal awards for the program and notes that describe the significant accounting policies used in preparing
the schedule, a summary schedule of prior audit findings consistent with the requirements of §200.511 Audit findings follow-up,
paragraph (b), and a corrective action plan consistent with the requirements of §200.511 Audit findings follow-up, paragraph (c).

(3) The auditor must:
(i) Perform an audit of the financial statement(s) for the Federal program in accordance with GAGAS;

(i) Obtain an understanding of internal controls and perform tests of internal controls over the Federal program consistent
with the requirements of §200.514 Scope of audit, paragraph (c) for a major program;

(iii) Perform procedures to determine whether the auditee has complied with Federal statutes, regulations, and the terms
and conditions of Federal awards that could have a direct and material effect on the Federal program consistent with the
requirements of §200.514 Scope of audit, paragraph (d) for a major program;

(iv) Follow up on prior audit findings, perform procedures to assess the reasonableness of the summary schedule of prior
audit findings prepared by the auditee in accordance with the requirements of §200.511 Audit findings follow-up, and report, as
a current year audit finding, when the auditor concludes that the summary schedule of prior audit findings materially
misrepresents the status of any prior audit finding; and

(v) Report any audit findings consistent with the requirements of §200.516 Audit findings.

(4) The auditor's report(s) may be in the form of either combined or separate reports and may be organized differently from
the manner presented in this section. The auditor's report(s) must state that the audit was conducted in accordance with this
part and include the following:

(i) An opinion (or disclaimer of opinion) as to whether the financial statement(s) of the Federal program is presented fairly in
all material respects in accordance with the stated accounting policies;

(i) A report on internal control related to the Federal program, which must describe the scope of testing of internal control
and the results of the tests;

(iii) A report on compliance which includes an opinion (or disclaimer of opinion) as to whether the auditee complied with
laws, regulations, and the terms and conditions of Federal awards which could have a direct and material effect on the Federal
program; and

(iv) A schedule of findings and questioned costs for the Federal program that includes a summary of the auditor's results
relative to the Federal program in a format consistent with §200.515 Audit reporting, paragraph (d)(1) and findings and
questioned costs consistent with the requirements of §200.515 Audit reporting, paragraph (d)(3).

(c) Report submission for program-specific audits. (1) The audit must be completed and the reporting required by
paragraph (c)(2) or (c)(3) of this section submitted within the earlier of 30 calendar days after receipt of the auditor's report(s),
or nine months after the end of the audit period, unless a different period is specified in a program-specific audit guide. Unless
restricted by Federal law or regulation, the auditee must make report copies available for public inspection. Auditees and
auditors must ensure that their respective parts of the reporting package do not include protected personally identifiable
information.

(2) When a program-specific audit guide is available, the auditee must electronically submit to the FAC the data collection
form prepared in accordance with §200.512 Report submission, paragraph (b), as applicable to a program-specific audit, and
the reporting required by the program-specific audit guide.

(3) When a program-specific audit guide is not available, the reporting package for a program-specific audit must consist of
the financial statement(s) of the Federal program, a summary schedule of prior audit findings, and a corrective action plan as



described in paragraph (b)(2) of this section, and the auditor's report(s) described in paragraph (b)(4) of this section. The data
collection form prepared in accordance with §200.512 Report submission, paragraph (b), as applicable to a program-specific
audit, and one copy of this reporting package must be electronically submitted to the FAC.

(d) Other sections of this part may apply. Program-specific audits are subject to:

(1) 200.500 Purpose through 200.503 Relation to other audit requirements, paragraph (d);
(2) 200.504 Frequency of audits through 200.506 Audit costs;

(3) 200.508 Auditee responsibilities through 200.509 Auditor selection;

(4) 200.511 Audit findings follow-up;

(5) 200.512 Report submission, paragraphs (e) through (h);

(6) 200.513 Responsibilities;

(7) 200.516 Audit findings through 200.517 Audit documentation;

(8) 200.521 Management decision, and

(9) Other referenced provisions of this part unless contrary to the provisions of this section, a program-specific audit guide,
or program statutes and regulations.

[78 FR 78608, Dec. 26, 2013, as amended at 79 FR 75887, Dec. 19, 2014]
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AUDITEES
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§200.508 Auditee responsibilities.
The auditee must:

(a) Procure or otherwise arrange for the audit required by this part in accordance with §200.509 Auditor selection, and
ensure it is properly performed and submitted when due in accordance with §200.512 Report submission.

(b) Prepare appropriate financial statements, including the schedule of expenditures of Federal awards in accordance with
§200.510 Financial statements.

(c) Promptly follow up and take corrective action on audit findings, including preparation of a summary schedule of prior
audit findings and a corrective action plan in accordance with §200.511 Audit findings follow-up, paragraph (b) and §200.511
Audit findings follow-up, paragraph (c), respectively.

(d) Provide the auditor with access to personnel, accounts, books, records, supporting documentation, and other
information as needed for the auditor to perform the audit required by this part.

+ Back to Top
§200.509 Auditor selection.

(a) Auditor procurement. In procuring audit services, the auditee must follow the procurement standards prescribed by the
Procurement Standards in §§200.317 Procurement by states through 20.326 Contract provisions of Subpart D- Post Federal
Award Requirements of this part or the FAR (48 CFR part 42), as applicable. When procuring audit services, the objective is to
obtain high-quality audits. In requesting proposals for audit services, the objectives and scope of the audit must be made clear
and the non-Federal entity must request a copy of the audit organization's peer review report which the auditor is required to
provide under GAGAS. Factors to be considered in evaluating each proposal for audit services include the responsiveness to
the request for proposal, relevant experience, availability of staff with professional qualifications and technical abilities, the
results of peer and external quality control reviews, and price. Whenever possible, the auditee must make positive efforts to
utilize small businesses, minority-owned firms, and women's business enterprises, in procuring audit services as stated in
§200.321 Contracting with small and minority businesses, women's business enterprises, and labor surplus area firms, or the
FAR (48 CFR part 42), as applicable.



(b) Restriction on auditor preparing indirect cost proposals. An auditor who prepares the indirect cost proposal or cost
allocation plan may not also be selected to perform the audit required by this part when the indirect costs recovered by the
auditee during the prior year exceeded $1 million. This restriction applies to the base year used in the preparation of the indirect
cost proposal or cost allocation plan and any subsequent years in which the resulting indirect cost agreement or cost allocation
plan is used to recover costs.

(c) Use of Federal auditors. Federal auditors may perform all or part of the work required under this part if they comply fully
with the requirements of this part.

t Back to Top
§200.510 Financial statements.

(a) Financial statements. The auditee must prepare financial statements that reflect its financial position, results of
operations or changes in net assets, and, where appropriate, cash flows for the fiscal year audited. The financial statements
must be for the same organizational unit and fiscal year that is chosen to meet the requirements of this part. However, non-
Federal entity-wide financial statements may also include departments, agencies, and other organizational units that have
separate audits in accordance with §200.514 Scope of audit, paragraph (a) and prepare separate financial statements.

(b) Schedule of expenditures of Federal awards. The auditee must also prepare a schedule of expenditures of Federal
awards for the period covered by the auditee's financial statements which must include the total Federal awards expended as
determined in accordance with §200.502 Basis for determining Federal awards expended. While not required, the auditee may
choose to provide information requested by Federal awarding agencies and pass-through entities to make the schedule easier
to use. For example, when a Federal program has multiple Federal award years, the auditee may list the amount of Federal
awards expended for each Federal award year separately. At a minimum, the schedule must:

(1) List individual Federal programs by Federal agency. For a cluster of programs, provide the cluster name, list individual
Federal programs within the cluster of programs, and provide the applicable Federal agency name. For R&D, total Federal
awards expended must be shown either by individual Federal award or by Federal agency and major subdivision within the
Federal agency. For example, the National Institutes of Health is a major subdivision in the Department of Health and Human
Services.

(2) For Federal awards received as a subrecipient, the name of the pass-through entity and identifying number assigned by
the pass-through entity must be included.

(3) Provide total Federal awards expended for each individual Federal program and the CFDA number or other identifying
number when the CFDA information is not available. For a cluster of programs also provide the total for the cluster.

(4) Include the total amount provided to subrecipients from each Federal program.

(5) For loan or loan guarantee programs described in §200.502 Basis for determining Federal awards expended,
paragraph (b), identify in the notes to the schedule the balances outstanding at the end of the audit period. This is in addition to
including the total Federal awards expended for loan or loan guarantee programs in the schedule.

(6) Include notes that describe that significant accounting policies used in preparing the schedule, and note whether or not
the auditee elected to use the 10% de minimis cost rate as covered in §200.414 Indirect (F&A) costs.

[78 FR 78608, Dec. 26, 2013, as amended at 79 FR 75887, Dec. 19, 2014]
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§200.511 Audit findings follow-up.

(a) General. The auditee is responsible for follow-up and corrective action on all audit findings. As part of this responsibility,
the auditee must prepare a summary schedule of prior audit findings. The auditee must also prepare a corrective action plan for
current year audit findings. The summary schedule of prior audit findings and the corrective action plan must include the
reference numbers the auditor assigns to audit findings under §200.516 Audit findings, paragraph (c). Since the summary
schedule may include audit findings from multiple years, it must include the fiscal year in which the finding initially occurred. The
corrective action plan and summary schedule of prior audit findings must include findings relating to the financial statements
which are required to be reported in accordance with GAGAS.

(b) Summary schedule of prior audit findings. The summary schedule of prior audit findings must report the status of all
audit findings included in the prior audit's schedule of findings and questioned costs. The summary schedule must also include
audit findings reported in the prior audit's summary schedule of prior audit findings except audit findings listed as corrected in



accordance with paragraph (b)(1) of this section, or no longer valid or not warranting further action in accordance with
paragraph (b)(3) of this section.

(1) When audit findings were fully corrected, the summary schedule need only list the audit findings and state that
corrective action was taken.

(2) When audit findings were not corrected or were only partially corrected, the summary schedule must describe the
reasons for the finding's recurrence and planned corrective action, and any partial corrective action taken. When corrective
action taken is significantly different from corrective action previously reported in a corrective action plan or in the Federal
agency's or pass-through entity's management decision, the summary schedule must provide an explanation.

(3) When the auditee believes the audit findings are no longer valid or do not warrant further action, the reasons for this
position must be described in the summary schedule. A valid reason for considering an audit finding as not warranting further
action is that all of the following have occurred:

(i) Two years have passed since the audit report in which the finding occurred was submitted to the FAC;
(i) The Federal agency or pass-through entity is not currently following up with the auditee on the audit finding; and
(iii) A management decision was not issued.

(c) Corrective action plan. At the completion of the audit, the auditee must prepare, in a document separate from the
auditor's findings described in §200.516 Audit findings, a corrective action plan to address each audit finding included in the
current year auditor's reports. The corrective action plan must provide the name(s) of the contact person(s) responsible for
corrective action, the corrective action planned, and the anticipated completion date. If the auditee does not agree with the audit
findings or believes corrective action is not required, then the corrective action plan must include an explanation and specific
reasons.
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§200.512 Report submission.

(a) General. (1) The audit must be completed and the data collection form described in paragraph (b) of this section and
reporting package described in paragraph (c) of this section must be submitted within the earlier of 30 calendar days after
receipt of the auditor's report(s), or nine months after the end of the audit period. If the due date falls on a Saturday, Sunday, or
Federal holiday, the reporting package is due the next business day.

(2) Unless restricted by Federal statutes or regulations, the auditee must make copies available for public inspection.
Auditees and auditors must ensure that their respective parts of the reporting package do not include protected personally
identifiable information.

(b) Data Collection. The FAC is the repository of record for Subpart F—Audit Requirements of this part reporting packages
and the data collection form. All Federal agencies, pass-through entities and others interested in a reporting package and data
collection form must obtain it by accessing the FAC.

(1) The auditee must submit required data elements described in Appendix X to Part 200—Data Collection Form (Form SF-
SAC), which state whether the audit was completed in accordance with this part and provides information about the auditee, its
Federal programs, and the results of the audit. The data must include information available from the audit required by this part
that is necessary for Federal agencies to use the audit to ensure integrity for Federal programs. The data elements and format
must be approved by OMB, available from the FAC, and include collections of information from the reporting package described
in paragraph (c) of this section. A senior level representative of the auditee (e.g., state controller, director of finance, chief
executive officer, or chief financial officer) must sign a statement to be included as part of the data collection that says that the
auditee complied with the requirements of this part, the data were prepared in accordance with this part (and the instructions
accompanying the form), the reporting package does not include protected personally identifiable information, the information
included in its entirety is accurate and complete, and that the FAC is authorized to make the reporting package and the form
publicly available on a Web site.

(2) Exception for Indian Tribes and Tribal Organizations. An auditee that is an Indian tribe or a tribal organization (as
defined in the Indian Self-Determination, Education and Assistance Act (ISDEAA), 25 U.S.C. 450b(l)) may opt not to authorize
the FAC to make the reporting package publicly available on a Web site, by excluding the authorization for the FAC publication
in the statement described in paragraph (b)(1) of this section. If this option is exercised, the auditee becomes responsible for
submitting the reporting package directly to any pass-through entities through which it has received a Federal award and to
pass-through entities for which the summary schedule of prior audit findings reported the status of any findings related to
Federal awards that the pass-through entity provided. Unless restricted by Federal statute or regulation, if the auditee opts not
to authorize publication, it must make copies of the reporting package available for public inspection.



(3) Using the information included in the reporting package described in paragraph (c) of this section, the auditor must
complete the applicable data elements of the data collection form. The auditor must sign a statement to be included as part of
the data collection form that indicates, at a minimum, the source of the information included in the form, the auditor's
responsibility for the information, that the form is not a substitute for the reporting package described in paragraph (c) of this
section, and that the content of the form is limited to the collection of information prescribed by OMB.

(c) Reporting package. The reporting package must include the:

(1) Financial statements and schedule of expenditures of Federal awards discussed in §200.510 Financial statements,
paragraphs (a) and (b), respectively;

(2) Summary schedule of prior audit findings discussed in §200.511 Audit findings follow-up, paragraph (b);
(3) Auditor's report(s) discussed in §200.515 Audit reporting; and
(4) Corrective action plan discussed in §200.511 Audit findings follow-up, paragraph (c).

(d) Submission to FAC. The auditee must electronically submit to the FAC the data collection form described in paragraph
(b) of this section and the reporting package described in paragraph (c) of this section.

(e) Requests for management letters issued by the auditor. In response to requests by a Federal agency or pass-through
entity, auditees must submit a copy of any management letters issued by the auditor.

(f) Report retention requirements. Auditees must keep one copy of the data collection form described in paragraph (b) of
this section and one copy of the reporting package described in paragraph (c) of this section on file for three years from the
date of submission to the FAC.

(g) FAC responsibilities. The FAC must make available the reporting packages received in accordance with paragraph (c)
of this section and §200.507 Program-specific audits, paragraph (c) to the public, except for Indian tribes exercising the option
in (b)(2) of this section, and maintain a data base of completed audits, provide appropriate information to Federal agencies, and
follow up with known auditees that have not submitted the required data collection forms and reporting packages.

(h) Electronic filing. Nothing in this part must preclude electronic submissions to the FAC in such manner as may be
approved by OMB.
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§200.513 Responsibilities.

(a)(1) Cognizant agency for audit responsibilities. A non-Federal entity expending more than $50 million a year in Federal
awards must have a cognizant agency for audit. The designated cognizant agency for audit must be the Federal awarding
agency that provides the predominant amount of direct funding to a non-Federal entity unless OMB designates a specific
cognizant agency for audit.

(2) To provide for continuity of cognizance, the determination of the predominant amount of direct funding must be based
upon direct Federal awards expended in the non-Federal entity's fiscal years ending in 2009, 2014, 2019 and every fifth year
thereafter. For example, audit cognizance for periods ending in 2011 through 2015 will be determined based on Federal awards
expended in 2009.

(3) Notwithstanding the manner in which audit cognizance is determined, a Federal awarding agency with cognizance for
an auditee may reassign cognizance to another Federal awarding agency that provides substantial funding and agrees to be
the cognizant agency for audit. Within 30 calendar days after any reassignment, both the old and the new cognizant agency for
audit must provide notice of the change to the FAC, the auditee, and, if known, the auditor. The cognizant agency for audit
must:

(i) Provide technical audit advice and liaison assistance to auditees and auditors.

(i) Obtain or conduct quality control reviews on selected audits made by non-Federal auditors, and provide the results to
other interested organizations. Cooperate and provide support to the Federal agency designated by OMB to lead a
governmentwide project to determine the quality of single audits by providing a statistically reliable estimate of the extent that



single audits conform to applicable requirements, standards, and procedures; and to make recommendations to address noted
audit quality issues, including recommendations for any changes to applicable requirements, standards and procedures
indicated by the results of the project. This governmentwide audit quality project must be performed once every 6 years
beginning in 2018 or at such other interval as determined by OMB, and the results must be public.

(iii) Promptly inform other affected Federal agencies and appropriate Federal law enforcement officials of any direct
reporting by the auditee or its auditor required by GAGAS or statutes and regulations.

(iv) Advise the community of independent auditors of any noteworthy or important factual trends related to the quality of
audits stemming from quality control reviews. Significant problems or quality issues consistently identified through quality
control reviews of audit reports must be referred to appropriate state licensing agencies and professional bodies.

(v) Advise the auditor, Federal awarding agencies, and, where appropriate, the auditee of any deficiencies found in the
audits when the deficiencies require corrective action by the auditor. When advised of deficiencies, the auditee must work with
the auditor to take corrective action. If corrective action is not taken, the cognizant agency for audit must notify the auditor, the
auditee, and applicable Federal awarding agencies and pass-through entities of the facts and make recommendations for
follow-up action. Major inadequacies or repetitive substandard performance by auditors must be referred to appropriate state
licensing agencies and professional bodies for disciplinary action.

(vi) Coordinate, to the extent practical, audits or reviews made by or for Federal agencies that are in addition to the audits
made pursuant to this part, so that the additional audits or reviews build upon rather than duplicate audits performed in
accordance with this part.

(vii) Coordinate a management decision for cross-cutting audit findings (as defined in §200.30 Cross-cutting audit finding)
that affect the Federal programs of more than one agency when requested by any Federal awarding agency whose awards are
included in the audit finding of the auditee.

(viii) Coordinate the audit work and reporting responsibilities among auditors to achieve the most cost-effective audit.
(ix) Provide advice to auditees as to how to handle changes in fiscal years.

(b) Oversight agency for audit responsibilities. An auditee who does not have a designated cognizant agency for audit will
be under the general oversight of the Federal agency determined in accordance with §200.73 Oversight agency for audit. A
Federal agency with oversight for an auditee may reassign oversight to another Federal agency that agrees to be the oversight
agency for audit. Within 30 calendar days after any reassignment, both the old and the new oversight agency for audit must
provide notice of the change to the FAC, the auditee, and, if known, the auditor. The oversight agency for audit:

(1) Must provide technical advice to auditees and auditors as requested.
(2) May assume all or some of the responsibilities normally performed by a cognizant agency for audit.

(c) Federal awarding agency responsibilities. The Federal awarding agency must perform the following for the Federal
awards it makes (See also the requirements of §200.210 Information contained in a Federal award):

(1) Ensure that audits are completed and reports are received in a timely manner and in accordance with the requirements
of this part.

(2) Provide technical advice and counsel to auditees and auditors as requested.

(3) Follow-up on audit findings to ensure that the recipient takes appropriate and timely corrective action. As part of audit
follow-up, the Federal awarding agency must:

(i) Issue a management decision as prescribed in §200.521 Management decision;
(i) Monitor the recipient taking appropriate and timely corrective action;

(iii) Use cooperative audit resolution mechanisms (see §200.25 Cooperative audit resolution) to improve Federal program
outcomes through better audit resolution, follow-up, and corrective action; and

(iv) Develop a baseline, metrics, and targets to track, over time, the effectiveness of the Federal agency's process to follow-
up on audit findings and on the effectiveness of Single Audits in improving non-Federal entity accountability and their use by
Federal awarding agencies in making award decisions.

(4) Provide OMB annual updates to the compliance supplement and work with OMB to ensure that the compliance
supplement focuses the auditor to test the compliance requirements most likely to cause improper payments, fraud, waste,
abuse or generate audit finding for which the Federal awarding agency will take sanctions.



(5) Provide OMB with the name of a single audit accountable official from among the senior policy officials of the Federal
awarding agency who must be:

(i) Responsible for ensuring that the agency fulfills all the requirements of paragraph (c) of this section and effectively uses
the single audit process to reduce improper payments and improve Federal program outcomes.

(i) Held accountable to improve the effectiveness of the single audit process based upon metrics as described in
paragraph (c)(3)(iv) of this section.

(iii) Responsible for designating the Federal agency's key management single audit liaison.
(6) Provide OMB with the name of a key management single audit liaison who must:

(i) Serve as the Federal awarding agency's management point of contact for the single audit process both within and
outside the Federal Government.

(i) Promote interagency coordination, consistency, and sharing in areas such as coordinating audit follow-up; identifying
higher-risk non-Federal entities; providing input on single audit and follow-up policy; enhancing the utility of the FAC; and
studying ways to use single audit results to improve Federal award accountability and best practices.

(iii) Oversee training for the Federal awarding agency's program management personnel related to the single audit
process.

(iv) Promote the Federal awarding agency's use of cooperative audit resolution mechanisms.

(v) Coordinate the Federal awarding agency's activities to ensure appropriate and timely follow-up and corrective action on
audit findings.

(vi) Organize the Federal cognizant agency for audit's follow-up on cross-cutting audit findings that affect the Federal
programs of more than one Federal awarding agency.

(vii) Ensure the Federal awarding agency provides annual updates of the compliance supplement to OMB.
(viii) Support the Federal awarding agency's single audit accountable official's mission.
[78 FR 78608, Dec. 26, 2013, as amended at 79 FR 75887, Dec. 19, 2014]
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§200.514 Scope of audit.

(a) General. The audit must be conducted in accordance with GAGAS. The audit must cover the entire operations of the
auditee, or, at the option of the auditee, such audit must include a series of audits that cover departments, agencies, and other
organizational units that expended or otherwise administered Federal awards during such audit period, provided that each such
audit must encompass the financial statements and schedule of expenditures of Federal awards for each such department,
agency, and other organizational unit, which must be considered to be a non-Federal entity. The financial statements and
schedule of expenditures of Federal awards must be for the same audit period.

(b) Financial statements. The auditor must determine whether the financial statements of the auditee are presented fairly in
all material respects in accordance with generally accepted accounting principles. The auditor must also determine whether the
schedule of expenditures of Federal awards is stated fairly in all material respects in relation to the auditee's financial
statements as a whole.

(c) Internal control. (1) The compliance supplement provides guidance on internal controls over Federal programs based
upon the guidance in Standards for Internal Control in the Federal Government issued by the Comptroller General of the United
States and the Internal Control—Integrated Framework, issued by the Committee of Sponsoring Organizations of the Treadway
Commission (COSO).

(2) In addition to the requirements of GAGAS, the auditor must perform procedures to obtain an understanding of internal
control over Federal programs sufficient to plan the audit to support a low assessed level of control risk of noncompliance for
major programs.



(3) Except as provided in paragraph (c)(4) of this section, the auditor must:

(i) Plan the testing of internal control over compliance for major programs to support a low assessed level of control risk for
the assertions relevant to the compliance requirements for each major program; and

(i) Perform testing of internal control as planned in paragraph (c)(3)(i) of this section.

(4) When internal control over some or all of the compliance requirements for a major program are likely to be ineffective in
preventing or detecting noncompliance, the planning and performing of testing described in paragraph (c)(3) of this section are
not required for those compliance requirements. However, the auditor must report a significant deficiency or material weakness
in accordance with §200.516 Audit findings, assess the related control risk at the maximum, and consider whether additional
compliance tests are required because of ineffective internal control.

(d) Compliance. (1) In addition to the requirements of GAGAS, the auditor must determine whether the auditee has
complied with Federal statutes, regulations, and the terms and conditions of Federal awards that may have a direct and
material effect on each of its major programs.

(2) The principal compliance requirements applicable to most Federal programs and the compliance requirements of the
largest Federal programs are included in the compliance supplement.

(3) For the compliance requirements related to Federal programs contained in the compliance supplement, an audit of
these compliance requirements will meet the requirements of this part. Where there have been changes to the compliance
requirements and the changes are not reflected in the compliance supplement, the auditor must determine the current
compliance requirements and modify the audit procedures accordingly. For those Federal programs not covered in the
compliance supplement, the auditor must follow the compliance supplement's guidance for programs not included in the
supplement.

(4) The compliance testing must include tests of transactions and such other auditing procedures necessary to provide the
auditor sufficient appropriate audit evidence to support an opinion on compliance.

(e) Audit follow-up. The auditor must follow-up on prior audit findings, perform procedures to assess the reasonableness of
the summary schedule of prior audit findings prepared by the auditee in accordance with §200.511 Audit findings follow-up
paragraph (b), and report, as a current year audit finding, when the auditor concludes that the summary schedule of prior audit
findings materially misrepresents the status of any prior audit finding. The auditor must perform audit follow-up procedures
regardless of whether a prior audit finding relates to a major program in the current year.

(f) Data Collection Form. As required in §200.512 Report submission paragraph (b)(3), the auditor must complete and sign
specified sections of the data collection form.

[78 FR 78608, Dec. 26, 2013, as amended at 79 FR 75887, Dec. 19, 2014]
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§200.515 Audit reporting.

The auditor's report(s) may be in the form of either combined or separate reports and may be organized differently from the
manner presented in this section. The auditor's report(s) must state that the audit was conducted in accordance with this part
and include the following:

(a) An opinion (or disclaimer of opinion) as to whether the financial statements are presented fairly in all material respects
in accordance with generally accepted accounting principles and an opinion (or disclaimer of opinion) as to whether the
schedule of expenditures of Federal awards is fairly stated in all material respects in relation to the financial statements as a
whole.

(b) A report on internal control over financial reporting and compliance with provisions of laws, regulations, contracts, and
award agreements, noncompliance with which could have a material effect on the financial statements. This report must
describe the scope of testing of internal control and compliance and the results of the tests, and, where applicable, it will refer to
the separate schedule of findings and questioned costs described in paragraph (d) of this section.

(c) A report on compliance for each major program and a report on internal control over compliance. This report must
describe the scope of testing of internal control over compliance, include an opinion or disclaimer of opinion as to whether the
auditee complied with Federal statutes, regulations, and the terms and conditions of Federal awards which could have a direct
and material effect on each major program and refer to the separate schedule of findings and questioned costs described in
paragraph (d) of this section.



(d) A schedule of findings and questioned costs which must include the following three components:
(1) A summary of the auditor's results, which must include:

(i) The type of report the auditor issued on whether the financial statements audited were prepared in accordance with
GAAP (i.e., unmodified opinion, qualified opinion, adverse opinion, or disclaimer of opinion);

(ii)) Where applicable, a statement about whether significant deficiencies or material weaknesses in internal control were
disclosed by the audit of the financial statements;

(iii) A statement as to whether the audit disclosed any noncompliance that is material to the financial statements of the
auditee;

(iv) Where applicable, a statement about whether significant deficiencies or material weaknesses in internal control over
major programs were disclosed by the audit;

(v) The type of report the auditor issued on compliance for major programs (i.e., unmodified opinion, qualified opinion,
adverse opinion, or disclaimer of opinion);

(vi) A statement as to whether the audit disclosed any audit findings that the auditor is required to report under §200.516
Audit findings paragraph (a);

(vii) An identification of major programs by listing each individual major program; however in the case of a cluster of
programs only the cluster name as shown on the Schedule of Expenditures of Federal Awards is required;

(viii) The dollar threshold used to distinguish between Type A and Type B programs, as described in §200.518 Major
program determination paragraph (b)(1), or (b)(3) when a recalculation of the Type A threshold is required for large loan or loan
guarantees; and

(ix) A statement as to whether the auditee qualified as a low-risk auditee under §200.520 Criteria for a low-risk auditee.
(2) Findings relating to the financial statements which are required to be reported in accordance with GAGAS.

(3) Findings and questioned costs for Federal awards which must include audit findings as defined in §200.516 Audit
findings, paragraph (a).

(i) Audit findings (e.g., internal control findings, compliance findings, questioned costs, or fraud) that relate to the same
issue must be presented as a single audit finding. Where practical, audit findings should be organized by Federal agency or
pass-through entity.

(i) Audit findings that relate to both the financial statements and Federal awards, as reported under paragraphs (d)(2) and
(d)(3) of this section, respectively, must be reported in both sections of the schedule. However, the reporting in one section of
the schedule may be in summary form with a reference to a detailed reporting in the other section of the schedule.

(e) Nothing in this part precludes combining of the audit reporting required by this section with the reporting required by
§200.512 Report submission, paragraph (b) Data Collection when allowed by GAGAS and Appendix X to Part 200—Data
Collection Form (Form SF-SAC).
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§200.516 Audit findings.

(a) Audit findings reported. The auditor must report the following as audit findings in a schedule of findings and questioned
costs:

(1) Significant deficiencies and material weaknesses in internal control over major programs and significant instances of
abuse relating to major programs. The auditor's determination of whether a deficiency in internal control is a significant
deficiency or material weakness for the purpose of reporting an audit finding is in relation to a type of compliance requirement
for a major program identified in the Compliance Supplement.

(2) Material noncompliance with the provisions of Federal statutes, regulations, or the terms and conditions of Federal
awards related to a major program. The auditor's determination of whether a noncompliance with the provisions of Federal
statutes, regulations, or the terms and conditions of Federal awards is material for the purpose of reporting an audit finding is in
relation to a type of compliance requirement for a major program identified in the compliance supplement.



(3) Known questioned costs that are greater than $25,000 for a type of compliance requirement for a major program.
Known questioned costs are those specifically identified by the auditor. In evaluating the effect of questioned costs on the
opinion on compliance, the auditor considers the best estimate of total costs questioned (likely questioned costs), not just the
questioned costs specifically identified (known questioned costs). The auditor must also report known questioned costs when
likely questioned costs are greater than $25,000 for a type of compliance requirement for a major program. In reporting
questioned costs, the auditor must include information to provide proper perspective for judging the prevalence and
consequences of the questioned costs.

(4) Known questioned costs that are greater than $25,000 for a Federal program which is not audited as a major program.
Except for audit follow-up, the auditor is not required under this part to perform audit procedures for such a Federal program;
therefore, the auditor will normally not find questioned costs for a program that is not audited as a major program. However, if
the auditor does become aware of questioned costs for a Federal program that is not audited as a major program (e.g., as part
of audit follow-up or other audit procedures) and the known questioned costs are greater than $25,000, then the auditor must
report this as an audit finding.

(5) The circumstances concerning why the auditor's report on compliance for each major program is other than an
unmodified opinion, unless such circumstances are otherwise reported as audit findings in the schedule of findings and
questioned costs for Federal awards.

(6) Known or likely fraud affecting a Federal award, unless such fraud is otherwise reported as an audit finding in the
schedule of findings and questioned costs for Federal awards. This paragraph does not require the auditor to report publicly
information which could compromise investigative or legal proceedings or to make an additional reporting when the auditor
confirms that the fraud was reported outside the auditor's reports under the direct reporting requirements of GAGAS.

(7) Instances where the results of audit follow-up procedures disclosed that the summary schedule of prior audit findings
prepared by the auditee in accordance with §200.511 Audit findings follow-up, paragraph (b) materially misrepresents the status
of any prior audit finding.

(b) Audit finding detail and clarity. Audit findings must be presented in sufficient detail and clarity for the auditee to prepare
a corrective action plan and take corrective action, and for Federal agencies and pass-through entities to arrive at a
management decision. The following specific information must be included, as applicable, in audit findings:

(1) Federal program and specific Federal award identification including the CFDA title and number, Federal award
identification number and year, name of Federal agency, and name of the applicable pass-through entity. When information,
such as the CFDA title and number or Federal award identification number, is not available, the auditor must provide the best
information available to describe the Federal award.

(2) The criteria or specific requirement upon which the audit finding is based, including the Federal statutes, regulations, or
the terms and conditions of the Federal awards. Criteria generally identify the required or desired state or expectation with
respect to the program or operation. Criteria provide a context for evaluating evidence and understanding findings.

(3) The condition found, including facts that support the deficiency identified in the audit finding.

(4) A statement of cause that identifies the reason or explanation for the condition or the factors responsible for the
difference between the situation that exists (condition) and the required or desired state (criteria), which may also serve as a
basis for recommendations for corrective action.

(5) The possible asserted effect to provide sufficient information to the auditee and Federal agency, or pass-through entity
in the case of a subrecipient, to permit them to determine the cause and effect to facilitate prompt and proper corrective action.
A statement of the effect or potential effect should provide a clear, logical link to establish the impact or potential impact of the
difference between the condition and the criteria.

(6) Identification of questioned costs and how they were computed. Known questioned costs must be identified by
applicable CFDA number(s) and applicable Federal award identification number(s).

(7) Information to provide proper perspective for judging the prevalence and consequences of the audit findings, such as
whether the audit findings represent an isolated instance or a systemic problem. Where appropriate, instances identified must
be related to the universe and the number of cases examined and be quantified in terms of dollar value. The auditor should
report whether the sampling was a statistically valid sample.

(8) Identification of whether the audit finding was a repeat of a finding in the immediately prior audit and if so any applicable
prior year audit finding numbers.

(9) Recommendations to prevent future occurrences of the deficiency identified in the audit finding.



(10) Views of responsible officials of the auditee.

(c) Reference numbers. Each audit finding in the schedule of findings and questioned costs must include a reference
number in the format meeting the requirements of the data collection form submission required by §200.512 Report submission,
paragraph (b) to allow for easy referencing of the audit findings during follow-up.
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§200.517 Audit documentation.

(a) Retention of audit documentation. The auditor must retain audit documentation and reports for a minimum of three
years after the date of issuance of the auditor's report(s) to the auditee, unless the auditor is notified in writing by the cognizant
agency for audit, oversight agency for audit, cognizant agency for indirect costs, or pass-through entity to extend the retention
period. When the auditor is aware that the Federal agency, pass-through entity, or auditee is contesting an audit finding, the
auditor must contact the parties contesting the audit finding for guidance prior to destruction of the audit documentation and
reports.

(b) Access to audit documentation. Audit documentation must be made available upon request to the cognizant or
oversight agency for audit or its designee, cognizant agency for indirect cost, a Federal agency, or GAO at the completion of the
audit, as part of a quality review, to resolve audit findings, or to carry out oversight responsibilities consistent with the purposes
of this part. Access to audit documentation includes the right of Federal agencies to obtain copies of audit documentation, as is
reasonable and necessary.
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§200.518 Major program determination.

(a) General. The auditor must use a risk-based approach to determine which Federal programs are major programs. This
risk-based approach must include consideration of: current and prior audit experience, oversight by Federal agencies and pass-
through entities, and the inherent risk of the Federal program. The process in paragraphs (b) through (h) of this section must be
followed.

(b) Step one. (1) The auditor must identify the larger Federal programs, which must be labeled Type A programs. Type A
programs are defined as Federal programs with Federal awards expended during the audit period exceeding the levels outlined
in the table in this paragraph (b)(1):

Total Federal awards expended Type A/B threshold

Equal to or exceed $750,000 but less than or equal to $25 million $750,000.

Exceed $25 million but less than or equal to $100 million Total Federal awards expended times .03.
Exceed $100 million but less than or equal to $1 billion $3 million.

Exceed $1 billion but less than or equal to $10 billion Total Federal awards expended times .003.
Exceed $10 billion but less than or equal to $20 billion $30 million.

Exceed $20 billion Total Federal awards expended times .0015.

(2) Federal programs not labeled Type A under paragraph (b)(1) of this section must be labeled Type B programs.

(3) The inclusion of large loan and loan guarantees (loans) must not result in the exclusion of other programs as Type A
programs. When a Federal program providing loans exceeds four times the largest non-loan program it is considered a large
loan program, and the auditor must consider this Federal program as a Type A program and exclude its values in determining
other Type A programs. This recalculation of the Type A program is performed after removing the total of all large loan
programs. For the purposes of this paragraph a program is only considered to be a Federal program providing loans if the value
of Federal awards expended for loans within the program comprises fifty percent or more of the total Federal awards expended
for the program. A cluster of programs is treated as one program and the value of Federal awards expended under a loan
program is determined as described in §200.502 Basis for determining Federal awards expended.

(4) For biennial audits permitted under §200.504 Frequency of audits, the determination of Type A and Type B programs
must be based upon the Federal awards expended during the two-year period.

(c) Step two. (1) The auditor must identify Type A programs which are low-risk. In making this determination, the auditor
must consider whether the requirements in §200.519 Criteria for Federal program risk paragraph (c), the results of audit follow-
up, or any changes in personnel or systems affecting the program indicate significantly increased risk and preclude the program
from being low risk. For a Type A program to be considered low-risk, it must have been audited as a major program in at least
one of the two most recent audit periods (in the most recent audit period in the case of a biennial audit), and, in the most recent
audit period, the program must have not had:



(i) Internal control deficiencies which were identified as material weaknesses in the auditor's report on internal control for
major programs as required under §200.515 Audit reporting, paragraph (c);

(ii)) A modified opinion on the program in the auditor's report on major programs as required under §200.515 Audit
reporting, paragraph (c); or

(iii) Known or likely questioned costs that exceed five percent of the total Federal awards expended for the program.

(2) Notwithstanding paragraph (c)(1) of this section, OMB may approve a Federal awarding agency's request that a Type A
program may not be considered low risk for a certain recipient. For example, it may be necessary for a large Type A program to
be audited as a major program each year at a particular recipient to allow the Federal awarding agency to comply with 31
U.S.C. 3515. The Federal awarding agency must notify the recipient and, if known, the auditor of OMB's approval at least 180
calendar days prior to the end of the fiscal year to be audited.

(d) Step three. (1) The auditor must identify Type B programs which are high-risk using professional judgment and the
criteria in §200.519 Criteria for Federal program risk. However, the auditor is not required to identify more high-risk Type B
programs than at least one fourth the number of low-risk Type A programs identified as low-risk under Step 2 (paragraph (c) of
this section). Except for known material weakness in internal control or compliance problems as discussed in §200.519 Criteria
for Federal program risk paragraphs (b)(1), (b)(2), and (c)(1), a single criteria in risk would seldom cause a Type B program to
be considered high-risk. When identifying which Type B programs to risk assess, the auditor is encouraged to use an approach
which provides an opportunity for different high-risk Type B programs to be audited as major over a period of time.

(2) The auditor is not expected to perform risk assessments on relatively small Federal programs. Therefore, the auditor is
only required to perform risk assessments on Type B programs that exceed twenty-five percent (0.25) of the Type A threshold
determined in Step 1 (paragraph (b) of this section).

(e) Step four. At a minimum, the auditor must audit all of the following as major programs:
(1) All Type A programs not identified as low risk under step two (paragraph (c)(1) of this section).
(2) All Type B programs identified as high-risk under step three (paragraph (d) of this section).

(3) Such additional programs as may be necessary to comply with the percentage of coverage rule discussed in paragraph
() of this section. This may require the auditor to audit more programs as major programs than the number of Type A programs.

(f) Percentage of coverage rule. If the auditee meets the criteria in §200.520 Criteria for a low-risk auditee, the auditor need
only audit the major programs identified in Step 4 (paragraph (e)(1) and (2) of this section) and such additional Federal
programs with Federal awards expended that, in aggregate, all major programs encompass at least 20 percent (0.20) of total
Federal awards expended. Otherwise, the auditor must audit the major programs identified in Step 4 (paragraphs (e)(1) and (2)
of this section) and such additional Federal programs with Federal awards expended that, in aggregate, all major programs
encompass at least 40 percent (0.40) of total Federal awards expended.

(g) Documentation of risk. The auditor must include in the audit documentation the risk analysis process used in
determining major programs.

(h) Auditor's judgment. When the major program determination was performed and documented in accordance with this
Subpart, the auditor's judgment in applying the risk-based approach to determine major programs must be presumed correct.
Challenges by Federal agencies and pass-through entities must only be for clearly improper use of the requirements in this
part. However, Federal agencies and pass-through entities may provide auditors guidance about the risk of a particular Federal
program and the auditor must consider this guidance in determining major programs in audits not yet completed.

[78 FR 78608, Dec. 26, 2013, as amended at 79 FR 75887, Dec. 19, 2014]
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§200.519 Criteria for Federal program risk.

(a) General. The auditor's determination should be based on an overall evaluation of the risk of noncompliance occurring
that could be material to the Federal program. The auditor must consider criteria, such as described in paragraphs (b), (c), and
(d) of this section, to identify risk in Federal programs. Also, as part of the risk analysis, the auditor may wish to discuss a
particular Federal program with auditee management and the Federal agency or pass-through entity.

(b) Current and prior audit experience. (1) Weaknesses in internal control over Federal programs would indicate higher
risk. Consideration should be given to the control environment over Federal programs and such factors as the expectation of



management's adherence to Federal statutes, regulations, and the terms and conditions of Federal awards and the
competence and experience of personnel who administer the Federal programs.

(i) A Federal program administered under multiple internal control structures may have higher risk. When assessing risk in
a large single audit, the auditor must consider whether weaknesses are isolated in a single operating unit (e.g., one college
campus) or pervasive throughout the entity.

(i) When significant parts of a Federal program are passed through to subrecipients, a weak system for monitoring
subrecipients would indicate higher risk.

(2) Prior audit findings would indicate higher risk, particularly when the situations identified in the audit findings could have
a significant impact on a Federal program or have not been corrected.

(3) Federal programs not recently audited as major programs may be of higher risk than Federal programs recently audited
as major programs without audit findings.

(c) Oversight exercised by Federal agencies and pass-through entities. (1) Oversight exercised by Federal agencies or
pass-through entities could be used to assess risk. For example, recent monitoring or other reviews performed by an oversight
entity that disclosed no significant problems would indicate lower risk, whereas monitoring that disclosed significant problems
would indicate higher risk.

(2) Federal agencies, with the concurrence of OMB, may identify Federal programs that are higher risk. OMB will provide
this identification in the compliance supplement.

(d) Inherent risk of the Federal program. (1) The nature of a Federal program may indicate risk. Consideration should be
given to the complexity of the program and the extent to which the Federal program contracts for goods and services. For
example, Federal programs that disburse funds through third party contracts or have eligibility criteria may be of higher risk.
Federal programs primarily involving staff payroll costs may have high risk for noncompliance with requirements of §200.430
Compensation—personal services, but otherwise be at low risk.

(2) The phase of a Federal program in its life cycle at the Federal agency may indicate risk. For example, a new Federal
program with new or interim regulations may have higher risk than an established program with time-tested regulations. Also,
significant changes in Federal programs, statutes, regulations, or the terms and conditions of Federal awards may increase risk.

(3) The phase of a Federal program in its life cycle at the auditee may indicate risk. For example, during the first and last
years that an auditee participates in a Federal program, the risk may be higher due to start-up or closeout of program activities
and staff.

(4) Type B programs with larger Federal awards expended would be of higher risk than programs with substantially smaller
Federal awards expended.
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§200.520 Criteria for a low-risk auditee.

An auditee that meets all of the following conditions for each of the preceding two audit periods must qualify as a low-risk
auditee and be eligible for reduced audit coverage in accordance with §200.518 Major program determination.

(a) Single audits were performed on an annual basis in accordance with the provisions of this Subpart, including submitting
the data collection form and the reporting package to the FAC within the timeframe specified in §200.512 Report submission. A
non-Federal entity that has biennial audits does not qualify as a low-risk auditee.

(b) The auditor's opinion on whether the financial statements were prepared in accordance with GAAP, or a basis of
accounting required by state law, and the auditor's in relation to opinion on the schedule of expenditures of Federal awards
were unmodified.

(c) There were no deficiencies in internal control which were identified as material weaknesses under the requirements of
GAGAS.

(d) The auditor did not report a substantial doubt about the auditee's ability to continue as a going concern.

(e) None of the Federal programs had audit findings from any of the following in either of the preceding two audit periods in
which they were classified as Type A programs:

(1) Internal control deficiencies that were identified as material weaknesses in the auditor's report on internal control for
major programs as required under §200.515 Audit reporting, paragraph (c);



(2) A modified opinion on a major program in the auditor's report on major programs as required under §200.515 Audit
reporting, paragraph (c); or

(3) Known or likely questioned costs that exceeded five percent of the total Federal awards expended for a Type A program
during the audit period.
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MANAGEMENT DECISIONS
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§200.521 Management decision.

(a) General. The management decision must clearly state whether or not the audit finding is sustained, the reasons for the
decision, and the expected auditee action to repay disallowed costs, make financial adjustments, or take other action. If the
auditee has not completed corrective action, a timetable for follow-up should be given. Prior to issuing the management
decision, the Federal agency or pass-through entity may request additional information or documentation from the auditee,
including a request for auditor assurance related to the documentation, as a way of mitigating disallowed costs. The
management decision should describe any appeal process available to the auditee. While not required, the Federal agency or
pass-through entity may also issue a management decision on findings relating to the financial statements which are required to
be reported in accordance with GAGAS.

(b) Federal agency. As provided in §200.513 Responsibilities, paragraph (a)(7), the cognizant agency for audit must be
responsible for coordinating a management decision for audit findings that affect the programs of more than one Federal
agency. As provided in §200.513 Responsibilities, paragraph (c)(3), a Federal awarding agency is responsible for issuing a
management decision for findings that relate to Federal awards it makes to non-Federal entities.

(c) Pass-through entity. As provided in §200.331 Requirements for pass-through entities, paragraph (d), the pass-through
entity must be responsible for issuing a management decision for audit findings that relate to Federal awards it makes to
subrecipients.

(d) Time requirements. The Federal awarding agency or pass-through entity responsible for issuing a management
decision must do so within six months of acceptance of the audit report by the FAC. The auditee must initiate and proceed with
corrective action as rapidly as possible and corrective action should begin no later than upon receipt of the audit report.

(e) Reference numbers. Management decisions must include the reference numbers the auditor assigned to each audit
finding in accordance with §200.516 Audit findings paragraph (c).
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Appendix | to Part 200—Full Text of Notice of Funding Opportunity

The full text of the notice of funding opportunity is organized in sections. The required format outlined in this appendix
indicates immediately following the title of each section whether that section is required in every announcement or is a Federal
awarding agency option. The format is designed so that similar types of information will appear in the same sections in
announcements of different Federal funding opportunities. Toward that end, there is text in each of the following sections to
describe the types of information that a Federal awarding agency would include in that section of an actual announcement.

A Federal awarding agency that wishes to include information that the format does not specifically discuss may address
that subject in whatever section(s) is most appropriate. For example, if a Federal awarding agency chooses to address
performance goals in the announcement, it might do so in the funding opportunity description, the application content, or the
reporting requirements.

Similarly, when this format calls for a type of information to be in a particular section, a Federal awarding agency wishing to
address that subject in other sections may elect to repeat the information in those sections or use cross references between the
sections (there should be hyperlinks for cross-references in any electronic versions of the announcement). For example, a
Federal awarding agency may want to include Section A information about the types of non-Federal entities who are eligible to
apply. The format specifies a standard location for that information in Section C.1 but does not preclude repeating the
information in Section A or creating a cross reference between Section A and C.1, as long as a potential applicant can find the
information quickly and easily from the standard location.

The sections of the full text of the announcement are described in the following paragraphs.

A. PROGRAM DESCRIPTION—REQUIRED



This section contains the full program description of the funding opportunity. It may be as long as needed to adequately
communicate to potential applicants the areas in which funding may be provided. It describes the Federal awarding agency's
funding priorities or the technical or focus areas in which the Federal awarding agency intends to provide assistance. As
appropriate, it may include any program history (e.g., whether this is a new program or a new or changed area of program
emphasis). This section may communicate indicators of successful projects (e.g., if the program encourages collaborative
efforts) and may include examples of projects that have been funded previously. This section also may include other information
the Federal awarding agency deems necessary, and must at a minimum include citations for authorizing statutes and
regulations for the funding opportunity.

B. FEDERAL AWARD INFORMATION—REQUIRED

This section provides sufficient information to help an applicant make an informed decision about whether to submit a
proposal. Relevant information could include the total amount of funding that the Federal awarding agency expects to award
through the announcement; the anticipated number of Federal awards; the expected amounts of individual Federal awards
(which may be a range); the amount of funding per Federal award, on average, experienced in previous years; and the
anticipated start dates and periods of performance for new Federal awards. This section also should address whether
applications for renewal or supplementation of existing projects are eligible to compete with applications for new Federal
awards.

This section also must indicate the type(s) of assistance instrument (e.g., grant, cooperative agreement) that may be
awarded if applications are successful. If cooperative agreements may be awarded, this section either should describe the
“substantial involvement” that the Federal awarding agency expects to have or should reference where the potential applicant
can find that information (e.g., in the funding opportunity description in A. Program Description—Required or Federal award
administration information in Section D. Application and Submission Information). If procurement contracts also may be
awarded, this must be stated.

C. ELIGIBILITY INFORMATION

This section addresses the considerations or factors that determine applicant or application eligibility. This includes the
eligibility of particular types of applicant organizations, any factors affecting the eligibility of the principal investigator or project
director, and any criteria that make particular projects ineligible. Federal agencies should make clear whether an applicant's
failure to meet an eligibility criterion by the time of an application deadline will result in the Federal awarding agency returning
the application without review or, even though an application may be reviewed, will preclude the Federal awarding agency from
making a Federal award. Key elements to be addressed are:

1. Eligible Applicants—Required. Announcements must clearly identify the types of entities that are eligible to apply. If there
are no restrictions on eligibility, this section may simply indicate that all potential applicants are eligible. If there are restrictions
on eligibility, it is important to be clear about the specific types of entities that are eligible, not just the types that are ineligible.
For example, if the program is limited to nonprofit organizations subject to 26 U.S.C. 501(c)(3) of the tax code (26 U.S.C. 501(c)
(3)), the announcement should say so. Similarly, it is better to state explicitly that Native American tribal organizations are
eligible than to assume that they can unambiguously infer that from a statement that nonprofit organizations may apply.
Eligibility also can be expressed by exception, (e.g., open to all types of domestic applicants other than individuals). This
section should refer to any portion of Section D specifying documentation that must be submitted to support an eligibility
determination (e.g., proof of 501(c)(3) status as determined by the Internal Revenue Service or an authorizing tribal resolution).
To the extent that any funding restriction in Section D.6 could affect the eligibility of an applicant or project, the announcement
must either restate that restriction in this section or provide a cross-reference to its description in Section D.6.

2. Cost Sharing or Matching—Required. Announcements must state whether there is required cost sharing, matching, or
cost participation without which an application would be ineligible (if cost sharing is not required, the announcement must
explicitly say so). Required cost sharing may be a certain percentage or amount, or may be in the form of contributions of
specified items or activities (e.g., provision of equipment). It is important that the announcement be clear about any restrictions
on the types of cost (e.g., in-kind contributions) that are acceptable as cost sharing. Cost sharing as an eligibility criterion
includes requirements based in statute or regulation, as described in §200.306 Cost sharing or matching of this Part. This
section should refer to the appropriate portion(s) of section D. Application and Submission Information stating any pre-award
requirements for submission of letters or other documentation to verify commitments to meet cost-sharing requirements if a
Federal award is made.

3. Other—Required, if applicable. If there are other eligibility criteria (i.e., criteria that have the effect of making an
application or project ineligible for Federal awards, whether referred to as “responsiveness” criteria, “go-no go” criteria,
“threshold” criteria, or in other ways), must be clearly stated and must include a reference to the regulation of requirement that
describes the restriction, as applicable. For example, if entities that have been found to be in violation of a particular Federal
statute are ineligible, it is important to say so. This section must also state any limit on the number of applications an applicant
may submit under the announcement and make clear whether the limitation is on the submitting organization, individual



investigator/program director, or both. This section should also address any eligibility criteria for beneficiaries or for program
participants other than Federal award recipients.

D. APPLICATION AND SUBMISSION INFORMATION

1. Address to Request Application Package—Required. Potential applicants must be told how to get application forms, kits,
or other materials needed to apply (if this announcement contains everything needed, this section need only say so). An
Internet address where the materials can be accessed is acceptable. However, since high-speed Internet access is not yet
universally available for downloading documents, and applicants may have additional accessibility requirements, there also
should be a way for potential applicants to request paper copies of materials, such as a U.S. Postal Service mailing address,
telephone or FAX number, Telephone Device for the Deaf (TDD), Text Telephone (TTY) number, and/or Federal Information
Relay Service (FIRS) number.

2. Content and Form of Application Submission—Required. This section must identify the required content of an application
and the forms or formats that an applicant must use to submit it. If any requirements are stated elsewhere because they are
general requirements that apply to multiple programs or funding opportunities, this section should refer to where those
requirements may be found. This section also should include required forms or formats as part of the announcement or state
where the applicant may obtain them.

This section should specifically address content and form or format requirements for:

i. Pre-applications, letters of intent, or white papers required or encouraged (see Section D.4), including any limitations on
the number of pages or other formatting requirements similar to those for full applications.

ii. The application as a whole. For all submissions, this would include any limitations on the number of pages, font size and
typeface, margins, paper size, number of copies, and sequence or assembly requirements. If electronic submission is permitted
or required, this could include special requirements for formatting or signatures.

iii. Component pieces of the application (e.g., if all copies of the application must bear original signatures on the face page
or the program narrative may not exceed 10 pages). This includes any pieces that may be submitted separately by third parties
(e.g., references or letters confirming commitments from third parties that will be contributing a portion of any required cost
sharing).

iv. Information that successful applicants must submit after notification of intent to make a Federal award, but prior to a
Federal award. This could include evidence of compliance with requirements relating to human subjects or information needed
to comply with the National Environmental Policy Act (NEPA) (42 U.S.C. 4321-4370h).

3. Unique entity identifier and System for Award Management (SAM)—Required.

This paragraph must state clearly that each applicant (unless the applicant is an individual or Federal awarding agency that
is excepted from those requirements under 2 CFR §25.110(b) or (c), or has an exception approved by the Federal awarding
agency under 2 CFR §25.110(d)) is required to: (i) Be registered in SAM before submitting its application; (ii) provide a a valid
unique entity identifier in its application; and (iii) continue to maintain an active SAM registration with current information at all
times during which it has an active Federal award or an application or plan under consideration by a Federal awarding agency.
It also must state that the Federal awarding agency may not make a Federal award to an applicant until the applicant has
complied with all applicable unique entity identifier and SAM requirements and, if an applicant has not fully complied with the
requirements by the time the Federal awarding agency is ready to make a Federal award, the Federal awarding agency may
determine that the applicant is not qualified to receive a Federal award and use that determination as a basis for making a
Federal award to another applicant.

4. Submission Dates and Times—Required. Announcements must identify due dates and times for all submissions. This
includes not only the full applications but also any preliminary submissions (e.g., letters of intent, white papers, or pre-
applications). It also includes any other submissions of information before Federal award that are separate from the full
application. If the funding opportunity is a general announcement that is open for a period of time with no specific due dates for
applications, this section should say so. Note that the information on dates that is included in this section also must appear with
other overview information in a location preceding the full text of the announcement (see §200.203 Notices of funding
opportunities of this Part).

Each type of submission should be designated as encouraged or required and, if required, any deadline date (or dates, if
the Federal awarding agency plans more than one cycle of application submission, review, and Federal award under the
announcement) should be specified. The announcement must state (or provide a reference to another document that states):

i. Any deadline in terms of a date and local time. If the due date falls on a Saturday, Sunday, or Federal holiday, the
reporting package is due the next business day.



ii. What the deadline means (e.g., whether it is the date and time by which the Federal awarding agency must receive the
application, the date by which the application must be postmarked, or something else) and how that depends, if at all, on the
submission method (e.g., mail, electronic, or personal/courier delivery).

iii. The effect of missing a deadline (e.g., whether late applications are neither reviewed nor considered or are reviewed
and considered under some circumstances).

iv. How the receiving Federal office determines whether an application or pre-application has been submitted before the
deadline. This includes the form of acceptable proof of mailing or system-generated documentation of receipt date and time.

This section also may indicate whether, when, and in what form the applicant will receive an acknowledgement of receipt.
This information should be displayed in ways that will be easy to understand and use. It can be difficult to extract all needed
information from narrative paragraphs, even when they are well written. A tabular form for providing a summary of the
information may help applicants for some programs and give them what effectively could be a checklist to verify the
completeness of their application package before submission.

5. Intergovernmental Review—Required, if applicable. If the funding opportunity is subject to Executive Order 12372,
“Intergovernmental Review of Federal Programs,” the notice must say so. In alerting applicants that they must contact their
state's Single Point of Contact (SPOC) to find out about and comply with the state's process under Executive Order 12372, it
may be useful to inform potential applicants that the names and addresses of the SPOCs are listed in the Office of
Management and Budget's Web site. www.whitehouse.gov/omb/grants/spoc.html.

6. Funding Restrictions—Required. Notices must include information on funding restrictions in order to allow an applicant to
develop an application and budget consistent with program requirements. Examples are whether construction is an allowable
activity, if there are any limitations on direct costs such as foreign travel or equipment purchases, and if there are any limits on
indirect costs (or facilities and administrative costs). Applicants must be advised if Federal awards will not allow reimbursement
of pre-Federal award costs.

7. Other Submission Requirements— Required. This section must address any other submission requirements not
included in the other paragraphs of this section. This might include the format of submission, i.e., paper or electronic, for each
type of required submission. Applicants should not be required to submit in more than one format and this section should
indicate whether they may choose whether to submit applications in hard copy or electronically, may submit only in hard copy,
or may submit only electronically.

This section also must indicate where applications (and any pre-applications) must be submitted if sent by postal mail,
electronic means, or hand-delivery. For postal mail submission, this must include the name of an office, official, individual or
function (e.g., application receipt center) and a complete mailing address. For electronic submission, this must include the URL
or email address; whether a password(s) is required; whether particular software or other electronic capabilities are required;
what to do in the event of system problems and a point of contact who will be available in the event the applicant experiences
technical difficulties."

'With respect to electronic methods for providing information about funding opportunities or accepting applicants' submissions of information, each
Federal awarding agency is responsible for compliance with Section 508 of the Rehabilitation Act of 1973 (29 U.S.C. 794d).

E. APPLICATION REVIEW INFORMATION

1. Criteria—Required. This section must address the criteria that the Federal awarding agency will use to evaluate
applications. This includes the merit and other review criteria that evaluators will use to judge applications, including any
statutory, regulatory, or other preferences (e.g., minority status or Native American tribal preferences) that will be applied in the
review process. These criteria are distinct from eligibility criteria that are addressed before an application is accepted for review
and any program policy or other factors that are applied during the selection process, after the review process is completed.
The intent is to make the application process transparent so applicants can make informed decisions when preparing their
applications to maximize fairness of the process. The announcement should clearly describe all criteria, including any sub-
criteria. If criteria vary in importance, the announcement should specify the relative percentages, weights, or other means used
to distinguish among them. For statutory, regulatory, or other preferences, the announcement should provide a detailed
explanation of those preferences with an explicit indication of their effect (e.g., whether they result in additional points being
assigned).

If an applicant's proposed cost sharing will be considered in the review process (as opposed to being an eligibility criterion
described in Section C.2), the announcement must specifically address how it will be considered (e.g., to assign a certain
number of additional points to applicants who offer cost sharing, or to break ties among applications with equivalent scores after
evaluation against all other factors). If cost sharing will not be considered in the evaluation, the announcement should say so,
so that there is no ambiguity for potential applicants. Vague statements that cost sharing is encouraged, without clarification as
to what that means, are unhelpful to applicants. It also is important that the announcement be clear about any restrictions on
the types of cost (e.g., in-kind contributions) that are acceptable as cost sharing.



2. Review and Selection Process—Required. This section may vary in the level of detail provided. The announcement must
list any program policy or other factors or elements, other than merit criteria, that the selecting official may use in selecting
applications for Federal award (e.g., geographical dispersion, program balance, or diversity). The Federal awarding agency
may also include other appropriate details. For example, this section may indicate who is responsible for evaluation against the
merit criteria (e.g., peers external to the Federal awarding agency or Federal awarding agency personnel) and/or who makes
the final selections for Federal awards. If there is a multi-phase review process (e.g., an external panel advising internal Federal
awarding agency personnel who make final recommendations to the deciding official), the announcement may describe the
phases. It also may include: the number of people on an evaluation panel and how it operates, the way reviewers are selected,
reviewer qualifications, and the way that conflicts of interest are avoided. With respect to electronic methods for providing
information about funding opportunities or accepting applicants' submissions of information, each Federal awarding agency is
responsible for compliance with Section 508 of the Rehabilitation Act of 1973 (29 U.S.C. 794d).

In addition, if the Federal awarding agency permits applicants to nominate suggested reviewers of their applications or
suggest those they feel may be inappropriate due to a conflict of interest, that information should be included in this section.

3. For any Federal award under a notice of funding opportunity, if the Federal awarding agency anticipates that the total
Federal share will be greater than the simplified acquisition threshold on any Federal award under a notice of funding
opportunity may include, over the period of performance (see §200.88 Simplified Acquisition Threshold), this section must also
inform applicants:

i. That the Federal awarding agency, prior to making a Federal award with a total amount of Federal share greater than the
simplified acquisition threshold, is required to review and consider any information about the applicant that is in the designated
integrity and performance system accessible through SAM (currently FAPIIS) (see 41 U.S.C. 2313);

ii. That an applicant, at its option, may review information in the designated integrity and performance systems accessible
through SAM and comment on any information about itself that a Federal awarding agency previously entered and is currently
in the designated integrity and performance system accessible through SAM;

iii. That the Federal awarding agency will consider any comments by the applicant, in addition to the other information in
the designated integrity and performance system, in making a judgment about the applicant's integrity, business ethics, and
record of performance under Federal awards when completing the review of risk posed by applicants as described in §200.205
Federal awarding agency review of risk posed by applicants.

4. Anticipated Announcement and Federal Award Dates—Qptional. This section is intended to provide applicants with
information they can use for planning purposes. If there is a single application deadline followed by the simultaneous review of
all applications, the Federal awarding agency can include in this section information about the anticipated dates for announcing
or notifying successful and unsuccessful applicants and for having Federal awards in place. If applications are received and
evaluated on a “rolling” basis at different times during an extended period, it may be appropriate to give applicants an estimate
of the time needed to process an application and notify the applicant of the Federal awarding agency's decision.

F. FEDERAL AWARD ADMINISTRATION INFORMATION

1. Federal Award Notices—Required. This section must address what a successful applicant can expect to receive
following selection. If the Federal awarding agency's practice is to provide a separate notice stating that an application has
been selected before it actually makes the Federal award, this section would be the place to indicate that the letter is not an
authorization to begin performance (to the extent that it allows charging to Federal awards of pre-award costs at the non-
Federal entity's own risk). This section should indicate that the notice of Federal award signed by the grants officer (or
equivalent) is the authorizing document, and whether it is provided through postal mail or by electronic means and to whom. It
also may address the timing, form, and content of notifications to unsuccessful applicants. See also §200.210 Information
contained in a Federal award.

2. Administrative and National Policy Requirements—Required. This section must identify the usual administrative and
national policy requirements the Federal awarding agency's Federal awards may include. Providing this information lets a
potential applicant identify any requirements with which it would have difficulty complying if its application is successful. In those
cases, early notification about the requirements allows the potential applicant to decide not to apply or to take needed actions
before receiving the Federal award. The announcement need not include all of the terms and conditions of the Federal award,
but may refer to a document (with information about how to obtain it) or Internet site where applicants can see the terms and
conditions. If this funding opportunity will lead to Federal awards with some special terms and conditions that differ from the
Federal awarding agency's usual (sometimes called “general”) terms and conditions, this section should highlight those special
terms and conditions. Doing so will alert applicants that have received Federal awards from the Federal awarding agency
previously and might not otherwise expect different terms and conditions. For the same reason, the announcement should
inform potential applicants about special requirements that could apply to particular Federal awards after the review of
applications and other information, based on the particular circumstances of the effort to be supported (e.g., if human subjects



were to be involved or if some situations may justify special terms on intellectual property, data sharing or security
requirements).

3. Reporting—Required. This section must include general information about the type (e.g., financial or performance),
frequency, and means of submission (paper or electronic) of post-Federal award reporting requirements. Highlight any special
reporting requirements for Federal awards under this funding opportunity that differ (e.g., by report type, frequency, form/format,
or circumstances for use) from what the Federal awarding agency's Federal awards usually require. Federal awarding agencies
must also describe in this section all relevant requirements such as those at 2 CFR 180.335 and 2 CFR 180.350.

If the Federal share of any Federal award may include more than $500,000 over the period of performance, this section
must inform potential applicants about the post award reporting requirements reflected in Appendix Xll—Award Term and
Condition for Recipient Integrity and Performance Matters.

G. FEDERAL AWARDING AGENCY CONTACT(S)—REQUIRED

The announcement must give potential applicants a point(s) of contact for answering questions or helping with problems
while the funding opportunity is open. The intent of this requirement is to be as helpful as possible to potential applicants, so the
Federal awarding agency should consider approaches such as giving:

i. Points of contact who may be reached in multiple ways (e.g., by telephone, FAX, and/or email, as well as regular mail).

ii. A fax or email address that multiple people access, so that someone will respond even if others are unexpectedly absent
during critical periods.

iii. Different contacts for distinct kinds of help (e.g., one for questions of programmatic content and a second for
administrative questions).

H. OTHER INFORMATION—OPTIONAL
This section may include any additional information that will assist a potential applicant. For example, the section might:
i. Indicate whether this is a new program or a one-time initiative.

ii. Mention related programs or other upcoming or ongoing Federal awarding agency funding opportunities for similar
activities.

iii. Include current Internet addresses for Federal awarding agency Web sites that may be useful to an applicant in
understanding the program.

iv. Alert applicants to the need to identify proprietary information and inform them about the way the Federal awarding
agency will handle it.

v. Include certain routine notices to applicants (e.g., that the Federal Government is not obligated to make any Federal
award as a result of the announcement or that only grants officers can bind the Federal Government to the expenditure of
funds).

[78 FR 78608, Dec. 26, 2013, as amended at 80 FR 43310, July 22, 2015]
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Appendix Il to Part 200—Contract Provisions for Non-Federal Entity Contracts Under Federal Awards

In addition to other provisions required by the Federal agency or non-Federal entity, all contracts made by the non-Federal
entity under the Federal award must contain provisions covering the following, as applicable.

(A) Contracts for more than the simplified acquisition threshold currently set at $150,000, which is the inflation adjusted
amount determined by the Civilian Agency Acquisition Council and the Defense Acquisition Regulations Council (Councils) as
authorized by 41 U.S.C. 1908, must address administrative, contractual, or legal remedies in instances where contractors
violate or breach contract terms, and provide for such sanctions and penalties as appropriate.

(B) All contracts in excess of $10,000 must address termination for cause and for convenience by the non-Federal entity
including the manner by which it will be effected and the basis for settlement.

(C) Equal Employment Opportunity. Except as otherwise provided under 41 CFR Part 60, all contracts that meet the
definition of “federally assisted construction contract” in 41 CFR Part 60-1.3 must include the equal opportunity clause provided
under 41 CFR 60-1.4(b), in accordance with Executive Order 11246, “Equal Employment Opportunity” (30 FR 12319, 12935, 3



CFR Part, 1964-1965 Comp., p. 339), as amended by Executive Order 11375, “Amending Executive Order 11246 Relating to
Equal Employment Opportunity,” and implementing regulations at 41 CFR part 60, “Office of Federal Contract Compliance
Programs, Equal Employment Opportunity, Department of Labor.”

(D) Davis-Bacon Act, as amended (40 U.S.C. 3141-3148). When required by Federal program legislation, all prime
construction contracts in excess of $2,000 awarded by non-Federal entities must include a provision for compliance with the
Davis-Bacon Act (40 U.S.C. 3141-3144, and 3146-3148) as supplemented by Department of Labor regulations (29 CFR Part 5,
“Labor Standards Provisions Applicable to Contracts Covering Federally Financed and Assisted Construction”). In accordance
with the statute, contractors must be required to pay wages to laborers and mechanics at a rate not less than the prevailing
wages specified in a wage determination made by the Secretary of Labor. In addition, contractors must be required to pay
wages not less than once a week. The non-Federal entity must place a copy of the current prevailing wage determination
issued by the Department of Labor in each solicitation. The decision to award a contract or subcontract must be conditioned
upon the acceptance of the wage determination. The non-Federal entity must report all suspected or reported violations to the
Federal awarding agency. The contracts must also include a provision for compliance with the Copeland “Anti-Kickback” Act (40
U.S.C. 3145), as supplemented by Department of Labor regulations (29 CFR Part 3, “Contractors and Subcontractors on Public
Building or Public Work Financed in Whole or in Part by Loans or Grants from the United States”). The Act provides that each
contractor or subrecipient must be prohibited from inducing, by any means, any person employed in the construction,
completion, or repair of public work, to give up any part of the compensation to which he or she is otherwise entitled. The non-
Federal entity must report all suspected or reported violations to the Federal awarding agency.

(E) Contract Work Hours and Safety Standards Act (40 U.S.C. 3701-3708). Where applicable, all contracts awarded by the
non-Federal entity in excess of $100,000 that involve the employment of mechanics or laborers must include a provision for
compliance with 40 U.S.C. 3702 and 3704, as supplemented by Department of Labor regulations (29 CFR Part 5). Under 40
U.S.C. 3702 of the Act, each contractor must be required to compute the wages of every mechanic and laborer on the basis of
a standard work week of 40 hours. Work in excess of the standard work week is permissible provided that the worker is
compensated at a rate of not less than one and a half times the basic rate of pay for all hours worked in excess of 40 hours in
the work week. The requirements of 40 U.S.C. 3704 are applicable to construction work and provide that no laborer or
mechanic must be required to work in surroundings or under working conditions which are unsanitary, hazardous or dangerous.
These requirements do not apply to the purchases of supplies or materials or articles ordinarily available on the open market, or
contracts for transportation or transmission of intelligence.

(F) Rights to Inventions Made Under a Contract or Agreement. If the Federal award meets the definition of “funding
agreement” under 37 CFR §401.2 (a) and the recipient or subrecipient wishes to enter into a contract with a small business firm
or nonprofit organization regarding the substitution of parties, assignment or performance of experimental, developmental, or
research work under that “funding agreement,” the recipient or subrecipient must comply with the requirements of 37 CFR Part
401, “Rights to Inventions Made by Nonprofit Organizations and Small Business Firms Under Government Grants, Contracts
and Cooperative Agreements,” and any implementing regulations issued by the awarding agency.

(G) Clean Air Act (42 U.S.C. 7401-7671q.) and the Federal Water Pollution Control Act (33 U.S.C. 1251-1387), as
amended—Contracts and subgrants of amounts in excess of $150,000 must contain a provision that requires the non-Federal
award to agree to comply with all applicable standards, orders or regulations issued pursuant to the Clean Air Act (42 U.S.C.
7401-7671q) and the Federal Water Pollution Control Act as amended (33 U.S.C. 1251-1387). Violations must be reported to
the Federal awarding agency and the Regional Office of the Environmental Protection Agency (EPA).

(H) Debarment and Suspension (Executive Orders 12549 and 12689)—A contract award (see 2 CFR 180.220) must not be
made to parties listed on the governmentwide exclusions in the System for Award Management (SAM), in accordance with the
OMB guidelines at 2 CFR 180 that implement Executive Orders 12549 (3 CFR part 1986 Comp., p. 189) and 12689 (3 CFR
part 1989 Comp., p. 235), “Debarment and Suspension.” SAM Exclusions contains the names of parties debarred, suspended,
or otherwise excluded by agencies, as well as parties declared ineligible under statutory or regulatory authority other than
Executive Order 12549.

() Byrd Anti-Lobbying Amendment (31 U.S.C. 1352)—Contractors that apply or bid for an award exceeding $100,000 must
file the required certification. Each tier certifies to the tier above that it will not and has not used Federal appropriated funds to
pay any person or organization for influencing or attempting to influence an officer or employee of any agency, a member of
Congress, officer or employee of Congress, or an employee of a member of Congress in connection with obtaining any Federal
contract, grant or any other award covered by 31 U.S.C. 1352. Each tier must also disclose any lobbying with non-Federal
funds that takes place in connection with obtaining any Federal award. Such disclosures are forwarded from tier to tier up to the
non-Federal award.

(J) See §200.322 Procurement of recovered materials.
[78 FR 78608, Dec. 26, 2013, as amended at 79 FR 75888, Dec. 19, 2014]
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Appendix Il to Part 200—Indirect (F&A) Costs Identification and Assignment, and Rate Determination for Institutions
of Higher Education (IHEs)

A. GENERAL

This appendix provides criteria for identifying and computing indirect (or indirect (F&A)) rates at IHEs (institutions). Indirect
(F&A) costs are those that are incurred for common or joint objectives and therefore cannot be identified readily and specifically
with a particular sponsored project, an instructional activity, or any other institutional activity. See subsection B.1, Definition of
Facilities and Administration, for a discussion of the components of indirect (F&A) costs.

1. Major Functions of an Institution

Refers to instruction, organized research, other sponsored activities and other institutional activities as defined in this
section:

a. Instruction means the teaching and training activities of an institution. Except for research training as provided in
subsection b, this term includes all teaching and training activities, whether they are offered for credits toward a degree or
certificate or on a non-credit basis, and whether they are offered through regular academic departments or separate divisions,
such as a summer school division or an extension division. Also considered part of this major function are departmental
research, and, where agreed to, university research.

(1) Sponsored instruction and training means specific instructional or training activity established by grant, contract, or
cooperative agreement. For purposes of the cost principles, this activity may be considered a major function even though an
institution's accounting treatment may include it in the instruction function.

(2) Departmental research means research, development and scholarly activities that are not organized research and,
consequently, are not separately budgeted and accounted for. Departmental research, for purposes of this document, is not
considered as a major function, but as a part of the instruction function of the institution.

(3) Only mandatory cost sharing or cost sharing specifically committed in the project budget must be included in the
organized research base for computing the indirect (F&A) cost rate or reflected in any allocation of indirect costs. Salary costs
above statutory limits are not considered cost sharing.

b. Organized research means all research and development activities of an institution that are separately budgeted and
accounted for. It includes:

(1) Sponsored research means all research and development activities that are sponsored by Federal and non-Federal
agencies and organizations. This term includes activities involving the training of individuals in research techniques (commonly
called research training) where such activities utilize the same facilities as other research and development activities and where
such activities are not included in the instruction function.

(2) University research means all research and development activities that are separately budgeted and accounted for by
the institution under an internal application of institutional funds. University research, for purposes of this document, must be
combined with sponsored research under the function of organized research.

c. Other sponsored activities means programs and projects financed by Federal and non-Federal agencies and
organizations which involve the performance of work other than instruction and organized research. Examples of such
programs and projects are health service projects and community service programs. However, when any of these activities are
undertaken by the institution without outside support, they may be classified as other institutional activities.

d. Other institutional activities means all activities of an institution except for instruction, departmental research, organized
research, and other sponsored activities, as defined in this section; indirect (F&A) cost activities identified in this Appendix
paragraph B, Identification and assignment of indirect (F&A) costs; and specialized services facilities described in §200.468
Specialized service facilities of this Part.

Examples of other institutional activities include operation of residence halls, dining halls, hospitals and clinics, student
unions, intercollegiate athletics, bookstores, faculty housing, student apartments, guest houses, chapels, theaters, public
museums, and other similar auxiliary enterprises. This definition also includes any other categories of activities, costs of which
are “unallowable” to Federal awards, unless otherwise indicated in an award.

2. Criteria for Distribution

a. Base period. A base period for distribution of indirect (F&A) costs is the period during which the costs are incurred. The
base period normally should coincide with the fiscal year established by the institution, but in any event the base period should
be so selected as to avoid inequities in the distribution of costs.



b. Need for cost groupings. The overall objective of the indirect (F&A) cost allocation process is to distribute the indirect
(F&A) costs described in Section B, Identification and assignment of indirect (F&A) costs, to the major functions of the institution
in proportions reasonably consistent with the nature and extent of their use of the institution's resources. In order to achieve this
objective, it may be necessary to provide for selective distribution by establishing separate groupings of cost within one or more
of the indirect (F&A) cost categories referred to in subsection B.1, Definition of Facilities and Administration. In general, the cost
groupings established within a category should constitute, in each case, a pool of those items of expense that are considered to
be of like nature in terms of their relative contribution to (or degree of remoteness from) the particular cost objectives to which
distribution is appropriate. Cost groupings should be established considering the general guides provided in subsection c of this
section. Each such pool or cost grouping should then be distributed individually to the related cost objectives, using the
distribution base or method most appropriate in light of the guidelines set forth in subsection d of this section.

c. General considerations on cost groupings. The extent to which separate cost groupings and selective distribution would
be appropriate at an institution is a matter of judgment to be determined on a case-by-case basis. Typical situations which may
warrant the establishment of two or more separate cost groupings (based on account classification or analysis) within an
indirect (F&A) cost category include but are not limited to the following:

(1) If certain items or categories of expense relate solely to one of the major functions of the institution or to less than all
functions, such expenses should be set aside as a separate cost grouping for direct assignment or selective allocation in
accordance with the guides provided in subsections b and d.

(2) If any types of expense ordinarily treated as general administration or departmental administration are charged to
Federal awards as direct costs, expenses applicable to other activities of the institution when incurred for the same purposes in
like circumstances must, through separate cost groupings, be excluded from the indirect (F&A) costs allocable to those Federal
awards and included in the direct cost of other activities for cost allocation purposes.

(3) If it is determined that certain expenses are for the support of a service unit or facility whose output is susceptible of
measurement on a workload or other quantitative basis, such expenses should be set aside as a separate cost grouping for
distribution on such basis to organized research, instructional, and other activities at the institution or within the department.

(4) If activities provide their own purchasing, personnel administration, building maintenance or similar service, the
distribution of general administration and general expenses, or operation and maintenance expenses to such activities should
be accomplished through cost groupings which include only that portion of central indirect (F&A) costs (such as for overall
management) which are properly allocable to such activities.

(5) If the institution elects to treat fringe benefits as indirect (F&A) charges, such costs should be set aside as a separate
cost grouping for selective distribution to related cost objectives.

(6) The number of separate cost groupings within a category should be held within practical limits, after taking into
consideration the materiality of the amounts involved and the degree of precision attainable through less selective methods of
distribution.

d. Selection of distribution method.

(1) Actual conditions must be taken into account in selecting the method or base to be used in distributing individual cost
groupings. The essential consideration in selecting a base is that it be the one best suited for assigning the pool of costs to cost
objectives in accordance with benefits derived; with a traceable cause-and-effect relationship; or with logic and reason, where
neither benefit nor a cause-and-effect relationship is determinable.

(2) If a cost grouping can be identified directly with the cost objective benefitted, it should be assigned to that cost
objective.

(3) If the expenses in a cost grouping are more general in nature, the distribution may be based on a cost analysis study
which results in an equitable distribution of the costs. Such cost analysis studies may take into consideration weighting factors,
population, or space occupied if appropriate. Cost analysis studies, however, must (a) be appropriately documented in sufficient
detail for subsequent review by the cognizant agency for indirect costs, (b) distribute the costs to the related cost objectives in
accordance with the relative benefits derived, (c) be statistically sound, (d) be performed specifically at the institution at which
the results are to be used, and (e) be reviewed periodically, but not less frequently than rate negotiations, updated if necessary,
and used consistently. Any assumptions made in the study must be stated and explained. The use of cost analysis studies and
periodic changes in the method of cost distribution must be fully justified.

(4) If a cost analysis study is not performed, or if the study does not result in an equitable distribution of the costs, the
distribution must be made in accordance with the appropriate base cited in Section B, Identification and assignment of indirect
(F&A) costs, unless one of the following conditions is met:



(a) It can be demonstrated that the use of a different base would result in a more equitable allocation of the costs, or that a
more readily available base would not increase the costs charged to Federal awards, or

(b) The institution qualifies for, and elects to use, the simplified method for computing indirect (F&A) cost rates described in
Section D, Simplified method for small institutions.

(5) Notwithstanding subsection (3), effective July 1, 1998, a cost analysis or base other than that in Section B must not be
used to distribute utility or student services costs. Instead, subsections B.4.c Operation and maintenance expenses, may be
used in the recovery of utility costs.

e. Order of distribution.

(1) Indirect (F&A) costs are the broad categories of costs discussed in Section B.1, Definitions of Facilities and
Administration

(2) Depreciation, interest expenses, operation and maintenance expenses, and general administrative and general
expenses should be allocated in that order to the remaining indirect (F&A) cost categories as well as to the major functions and
specialized service facilities of the institution. Other cost categories may be allocated in the order determined to be most
appropriate by the institutions. When cross allocation of costs is made as provided in subsection (3), this order of allocation
does not apply.

(3) Normally an indirect (F&A) cost category will be considered closed once it has been allocated to other cost objectives,
and costs may not be subsequently allocated to it. However, a cross allocation of costs between two or more indirect (F&A) cost
categories may 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 (F&A) cost categories described in Section B is required.

B. IDENTIFICATION AND ASSIGNMENT OF INDIRECT (F&A) CosTs

1. Definition of Facilities and Administration
See §200.414 Indirect (F&A) costs which provides the basis for these indirect cost requirements.
2. Depreciation

a. The expenses under this heading are the portion of the costs of the institution's buildings, capital improvements to land
and buildings, and equipment which are computed in accordance with §200.436 Depreciation.

b. In the absence of the alternatives provided for in Section A.2.d, Selection of distribution method, the expenses included
in this category must be allocated in the following manner:

(1) Depreciation on buildings used exclusively in the conduct of a single function, and on capital improvements and
equipment used in such buildings, must be assigned to that function.

(2) Depreciation on buildings used for more than one function, and on capital improvements and equipment used in such
buildings, must be allocated to the individual functions performed in each building on the basis of usable square feet of space,
excluding common areas such as hallways, stairwells, and rest rooms.

(3) Depreciation on buildings, capital improvements and equipment related to space (e.qg., individual rooms, laboratories)
used jointly by more than one function (as determined by the users of the space) must be treated as follows. The cost of each
jointly used unit of space must be allocated to benefitting functions on the basis of:

(a) The employee full-time equivalents (FTEs) or salaries and wages of those individual functions benefitting from the use
of that space; or

(b) Institution-wide employee FTEs or salaries and wages applicable to the benefitting major functions (see Section A.1) of
the institution.

(4) Depreciation on certain capital improvements to land, such as paved parking areas, fences, sidewalks, and the like, not
included in the cost of buildings, must be allocated to user categories of students and employees on a full-time equivalent basis.
The amount allocated to the student category must be assigned to the instruction function of the institution. The amount
allocated to the employee category must be further allocated to the major functions of the institution in proportion to the salaries
and wages of all employees applicable to those functions.

3. Interest



Interest on debt associated with certain buildings, equipment and capital improvements, as defined in §200.449 Interest,
must be classified as an expenditure under the category Facilities. These costs must be allocated in the same manner as the
depreciation on the buildings, equipment and capital improvements to which the interest relates.

4. Operation and Maintenance Expenses

a. The expenses under this heading are those that have been incurred for the administration, supervision, operation,
maintenance, preservation, and protection of the institution's physical plant. They include expenses normally incurred for such
items as janitorial and utility services; repairs and ordinary or normal alterations of buildings, furniture and equipment; care of
grounds; maintenance and operation of buildings and other plant facilities; security; earthquake and disaster preparedness;
environmental safety; hazardous waste disposal; property, liability and all other insurance relating to property; space and capital
leasing; facility planning and management; and central receiving. The operation and maintenance expense category should
also include its allocable share of fringe benefit costs, depreciation, and interest costs.

b. In the absence of the alternatives provided for in Section A.2.d, the expenses included in this category must be allocated
in the same manner as described in subsection 2.b for depreciation.

c. A utility cost adjustment of up to 1.3 percentage points may be included in the negotiated indirect cost rate of the IHE for
organized research, per the computation alternatives in paragraphs (c)(1) and (2) of this section:

(1) Where space is devoted to a single function and metering allows unambiguous measurement of usage related to that
space, costs must be assigned to the function located in that space.

(2) Where space is allocated to different functions and metering does not allow unambiguous measurement of usage by
function, costs must be allocated as follows:

(i) Utilities costs should be apportioned to functions in the same manner as depreciation, based on the calculated
difference between the site or building actual square footage for monitored research laboratory space (site, building, floor, or
room), and a separate calculation prepared by the IHE using the “effective square footage” described in subsection (c)(2)(ii) of
this section.

(i) “Effective square footage” allocated to research laboratory space must be calculated as the actual square footage times
the relative energy utilization index (REUI) posted on the OMB Web site at the time of a rate determination.

A. This index is the ratio of a laboratory energy use index (lab EUI) to the corresponding index for overall average college
or university space (college EUI).

B. In July 2012, values for these two indices (taken respectively from the Lawrence Berkeley Laboratory “Labs for the 21st
Century” benchmarking tool http:/labs21benchmarking.lbl.gov/CompareData.php and the US Department of Energy “Buildings
Energy Databook” and hitp.://buildingsdatabook.eren.doe.gov/CBECS.aspx) were 310 kBtu/sq ft-yr. and 155 kBtu/sq ft-yr., so
that the adjustment ratio is 2.0 by this methodology. To retain currency, OMB will adjust the EUI numbers from time to time (no
more often than annually nor less often than every 5 years), using reliable and publicly disclosed data. Current values of both
the EUls and the REUI will be posted on the OMB Web site.

5. General Administration and General Expenses

a. The expenses under this heading are those that have been incurred for the general executive and administrative offices
of educational institutions and other expenses of a general character which do not relate solely to any major function of the
institution; i.e., solely to (1) instruction, (2) organized research, (3) other sponsored activities, or (4) other institutional activities.
The general administration and general expense category should also include its allocable share of fringe benefit costs,
operation and maintenance expense, depreciation, and interest costs. Examples of general administration and general
expenses include: those expenses incurred by administrative offices that serve the entire university system of which the
institution is a part; central offices of the institution such as the President's or Chancellor's office, the offices for institution-wide
financial management, business services, budget and planning, personnel management, and safety and risk management; the
office of the General Counsel; and the operations of the central administrative management information systems. General
administration and general expenses must not include expenses incurred within non-university-wide deans' offices, academic
departments, organized research units, or similar organizational units. (See subsection 6, Departmental administration
expenses.)

b. In the absence of the alternatives provided for in Section A.2.d, the expenses included in this category must be grouped
first according to common maijor functions of the institution to which they render services or provide benefits. The aggregate
expenses of each group must then be allocated to serviced or benefitted functions on the modified total cost basis. Modified
total costs consist of the same elements as those in Section C.2. When an activity included in this indirect (F&A) cost category



provides a service or product to another institution or organization, an appropriate adjustment must be made to either the
expenses or the basis of allocation or both, to assure a proper allocation of costs.

6. Departmental Administration Expenses

a. The expenses under this heading are those that have been incurred for administrative and supporting services that
benefit common or joint departmental activities or objectives in academic deans' offices, academic departments and divisions,
and organized research units. Organized research units include such units as institutes, study centers, and research centers.
Departmental administration expenses are subject to the following limitations.

(1) Academic deans' offices. Salaries and operating expenses are limited to those attributable to administrative functions.
(2) Academic departments:

(a) Salaries and fringe benefits attributable to the administrative work (including bid and proposal preparation) of faculty
(including department heads) and other professional personnel conducting research and/or instruction, must be allowed at a
rate of 3.6 percent of modified total direct costs. This category does not include professional business or professional
administrative officers. This allowance must be added to the computation of the indirect (F&A) cost rate for major functions in
Section C, Determination and application of indirect (F&A) cost rate or rates; the expenses covered by the allowance must be
excluded from the departmental administration cost pool. No documentation is required to support this allowance.

(b) Other administrative and supporting expenses incurred within academic departments are allowable provided they are
treated consistently in like circumstances. This would include expenses such as the salaries of secretarial and clerical staffs,
the salaries of administrative officers and assistants, travel, office supplies, stockrooms, and the like.

(3) Other fringe benefit costs applicable to the salaries and wages included in subsections (1) and (2) are allowable, as well
as an appropriate share of general administration and general expenses, operation and maintenance expenses, and
depreciation.

(4) Federal agencies may authorize reimbursement of additional costs for department heads and faculty only in exceptional
cases where an institution can demonstrate undue hardship or detriment to project performance.

b. The following guidelines apply to the determination of departmental administrative costs as direct or indirect (F&A) costs.

(1) In developing the departmental administration cost pool, special care should be exercised to ensure that costs incurred
for the same purpose in like circumstances are treated consistently as either direct or indirect (F&A) costs. For example,
salaries of technical staff, laboratory supplies (e.g., chemicals), telephone toll charges, animals, animal care costs, computer
costs, travel costs, and specialized shop costs must be treated as direct costs wherever identifiable to a particular cost
objective. Direct charging of these costs may be accomplished through specific identification of individual costs to benefitting
cost objectives, or through recharge centers or specialized service facilities, as appropriate under the circumstances. See
§8§200.413 Direct costs, paragraph (c) and 200.468 Specialized service facilities.

(2) Items such as office supplies, postage, local telephone costs, and memberships must normally be treated as indirect
(F&A) costs.

c. In the absence of the alternatives provided for in Section A.2.d, the expenses included in this category must be allocated
as follows:

(1) The administrative expenses of the dean's office of each college and school must be allocated to the academic
departments within that college or school on the modified total cost basis.

(2) The administrative expenses of each academic department, and the department's share of the expenses allocated in
subsection (1) must be allocated to the appropriate functions of the department on the modified total cost basis.

7. Sponsored Projects Administration

a. The expenses under this heading are limited to those incurred by a separate organization(s) established primarily to
administer sponsored projects, including such functions as grant and contract administration (Federal and non-Federal), special
security, purchasing, personnel, administration, and editing and publishing of research and other reports. They include the
salaries and expenses of the head of such organization, assistants, and immediate staff, together with the salaries and
expenses of personnel engaged in supporting activities maintained by the organization, such as stock rooms, print shops, and
the like. This category also includes an allocable share of fringe benefit costs, general administration and general expenses,
operation and maintenance expenses, and depreciation. Appropriate adjustments will be made for services provided to other
functions or organizations.



b. In the absence of the alternatives provided for in Section A.2.d, the expenses included in this category must be allocated
to the major functions of the institution under which the sponsored projects are conducted on the basis of the modified total cost
of sponsored projects.

c. An appropriate adjustment must be made to eliminate any duplicate charges to Federal awards when this category
includes similar or identical activities as those included in the general administration and general expense category or other
indirect (F&A) cost items, such as accounting, procurement, or personnel administration.

8. Library Expenses

a. The expenses under this heading are those that have been incurred for the operation of the library, including the cost of
books and library materials purchased for the library, less any items of library income that qualify as applicable credits under
§200.406 Applicable credits. The library expense category should also include the fringe benefits applicable to the salaries and
wages included therein, an appropriate share of general administration and general expense, operation and maintenance
expense, and depreciation. Costs incurred in the purchases of rare books (museum-type books) with no value to Federal
awards should not be allocated to them.

b. In the absence of the alternatives provided for in Section A.2.d, the expenses included in this category must be allocated
first on the basis of primary categories of users, including students, professional employees, and other users.

(1) The student category must consist of full-time equivalent students enrolled at the institution, regardless of whether they
earn credits toward a degree or certificate.

(2) The professional employee category must consist of all faculty members and other professional employees of the
institution, on a full-time equivalent basis. This category may also include post-doctorate fellows and graduate students.

(3) The other users category must consist of a reasonable factor as determined by institutional records to account for all
other users of library facilities.

c. Amount allocated in paragraph b of this section must be assigned further as follows:
(1) The amount in the student category must be assigned to the instruction function of the institution.

(2) The amount in the professional employee category must be assigned to the major functions of the institution in
proportion to the salaries and wages of all faculty members and other professional employees applicable to those functions.

(3) The amount in the other users category must be assigned to the other institutional activities function of the institution.
9. Student Administration and Services

a. The expenses under this heading are those that have been incurred for the administration of student affairs and for
services to students, including expenses of such activities as deans of students, admissions, registrar, counseling and
placement services, student advisers, student health and infirmary services, catalogs, and commencements and convocations.
The salaries of members of the academic staff whose responsibilities to the institution require administrative work that benefits
sponsored projects may also be included to the extent that the portion charged to student administration is determined in
accordance with Subpart E—Cost Principles of this Part. This expense category also includes the fringe benefit costs applicable
to the salaries and wages included therein, an appropriate share of general administration and general expenses, operation and
maintenance, interest expense, and depreciation.

b. In the absence of the alternatives provided for in Section A.2.d, the expenses in this category must be allocated to the
instruction function, and subsequently to Federal awards in that function.

10. Offset for Indirect (F&A) Expenses Otherwise Provided for by the Federal Government

a. The items to be accumulated under this heading are the reimbursements and other payments from the Federal
Government which are made to the institution to support solely, specifically, and directly, in whole or in part, any of the
administrative or service activities described in subsections 2 through 9.

b. The items in this group must be treated as a credit to the affected individual indirect (F&A) cost category before that
category is allocated to benefitting functions.

C. DETERMINATION AND APPLICATION OF INDIRECT (F&A) COST RATE OR RATES

1. Indirect (F&A) Cost Pools



a. (1) Subject to subsection b, the separate categories of indirect (F&A) costs allocated to each major function of the
institution as prescribed in paragraph B of this paragraph C.1 Identification and assignment of indirect (F&A) costs, must be
aggregated and treated as a common pool for that function. The amount in each pool must be divided by the distribution base
described in subsection 2 to arrive at a single indirect (F&A) cost rate for each function.

(2) The rate for each function is used to distribute indirect (F&A) costs to individual Federal awards of that function. Since a
common pool is established for each major function of the institution, a separate indirect (F&A) cost rate would be established
for each of the major functions described in Section A.1 under which Federal awards are carried out.

(3) Each institution's indirect (F&A) cost rate process must be appropriately designed to ensure that Federal sponsors do
not in any way subsidize the indirect (F&A) costs of other sponsors, specifically activities sponsored by industry and foreign
governments. Accordingly, each allocation method used to identify and allocate the indirect (F&A) cost pools, as described in
Sections A.2, Criteria for distribution, and B.2 through B.9, must contain the full amount of the institution's modified total costs or
other appropriate units of measurement used to make the computations. In addition, the final rate distribution base (as defined
in subsection 2) for each major function (organized research, instruction, etc., as described in Section A.1, Major functions of an
institution) must contain all the programs or activities which utilize the indirect (F&A) costs allocated to that major function. At
the time an indirect (F&A) cost proposal is submitted to a cognizant agency for indirect costs, each institution must describe the
process it uses to ensure that Federal funds are not used to subsidize industry and foreign government funded programs.

b. In some instances a single rate basis for use across the board on all work within a major function at an institution may
not be appropriate. A single rate for research, for example, might not take into account those different environmental factors
and other conditions which may affect substantially the indirect (F&A) costs applicable to a particular segment of research at the
institution. A particular segment of research may be that performed under a single sponsored agreement or it may consist of
research under a group of Federal awards performed in a common environment. The environmental factors are not limited to
the physical location of the work. Other important factors are the level of the administrative support required, the nature of the
facilities or other resources employed, the scientific disciplines or technical skills involved, the organizational arrangements
used, or any combination thereof. If a particular segment of a sponsored agreement is performed within an environment which
appears to generate a significantly different level of indirect (F&A) costs, provisions should be made for a separate indirect
(F&A) cost pool applicable to such work. The separate indirect (F&A) cost pool should be developed during the regular course
of the rate determination process and the separate indirect (F&A) cost rate resulting therefrom should be utilized; provided it is
determined that (1) such indirect (F&A) cost rate differs significantly from that which would have been obtained under
subsection a, and (2) the volume of work to which such rate would apply is material in relation to other Federal awards at the
institution.

2. The Distribution Basis

Indirect (F&A) costs must be distributed to applicable Federal awards and other benefitting activities within each major
function (see section A.1, Major functions of an institution) on the basis of modified total direct costs (MTDC), consisting of all
salaries and wages, fringe benefits, materials and supplies, services, travel, and up to the first $25,000 of each subaward
(regardless of the period covered by the subaward). MTDC is defined in §200.68 Modified Total Direct Cost (MTDC). For this
purpose, an indirect (F&A) cost rate should be determined for each of the separate indirect (F&A) cost pools developed
pursuant to subsection 1. The rate in each case should be stated as the percentage which the amount of the particular indirect
(F&A) cost pool is of the modified total direct costs identified with such pool.

3. Negotiated Lump Sum for Indirect (F&A) Costs

A negotiated fixed amount in lieu of indirect (F&A) costs may be appropriate for self-contained, off-campus, or primarily
subcontracted activities where the benefits derived from an institution's indirect (F&A) services cannot be readily determined.
Such negotiated indirect (F&A) costs will be treated as an offset before allocation to instruction, organized research, other
sponsored activities, and other institutional activities. The base on which such remaining expenses are allocated should be
appropriately adjusted.

4. Predetermined Rates for Indirect (F&A) Costs

Public Law 87-638 (76 Stat. 437) as amended (41 U.S.C. 4708) authorizes the use of predetermined rates in determining
the “indirect costs” (indirect (F&A) costs) applicable under research agreements with educational institutions. The stated
objectives of the law are to simplify the administration of cost-type research and development contracts (including grants) with
educational institutions, to facilitate the preparation of their budgets, and to permit more expeditious closeout of such contracts
when the work is completed. In view of the potential advantages offered by this procedure, negotiation of predetermined rates
for indirect (F&A) costs for a period of two to four years should be the norm in those situations where the cost experience and
other pertinent facts available are deemed sufficient to enable the parties involved to reach an informed judgment as to the
probable level of indirect (F&A) costs during the ensuing accounting periods.

5. Negotiated Fixed Rates and Carry-Forward Provisions



When a fixed rate is negotiated in advance for a fiscal year (or other time period), the over- or under-recovery for that year
may be included as an adjustment to the indirect (F&A) cost for the next rate negotiation. When the rate is negotiated before the
carry-forward adjustment is determined, the carry-forward amount may be applied to the next subsequent rate negotiation.
When such adjustments are to be made, each fixed rate negotiated in advance for a given period will be computed by applying
the expected indirect (F&A) costs allocable to Federal awards for the forecast period plus or minus the carry-forward adjustment
(over- or under-recovery) from the prior period, to the forecast distribution base. Unrecovered amounts under lump-sum
agreements or cost-sharing provisions of prior years must not be carried forward for consideration in the new rate negotiation.
There must, however, be an advance understanding in each case between the institution and the cognizant agency for indirect
costs as to whether these differences will be considered in the rate negotiation rather than making the determination after the
differences are known. Further, institutions electing to use this carry-forward provision may not subsequently change without
prior approval of the cognizant agency for indirect costs. In the event that an institution returns to a post-determined rate, any
over- or under-recovery during the period in which negotiated fixed rates and carry-forward provisions were followed will be
included in the subsequent post-determined rates. Where multiple rates are used, the same procedure will be applicable for
determining each rate.

6. Provisional and Final Rates for Indirect (F&A) Costs

Where the cognizant agency for indirect costs determines that cost experience and other pertinent facts do not justify the
use of predetermined rates, or a fixed rate with a carry-forward, or if the parties cannot agree on an equitable rate, a provisional
rate must be established. To prevent substantial overpayment or underpayment, the provisional rate may be adjusted by the
cognizant agency for indirect costs during the institution's fiscal year. Predetermined or fixed rates may replace provisional rates
at any time prior to the close of the institution's fiscal year. If a provisional rate is not replaced by a predetermined or fixed rate
prior to the end of the institution's fiscal year, a final rate will be established and upward or downward adjustments will be made
based on the actual allowable costs incurred for the period involved.

7. Fixed Rates for the Life of the Sponsored Agreement

7. Except as provided in paragraph (c)(1) of §200.414 Indirect (F&A) costs, Federal agencies must use the negotiated rates
in effect at the time of the initial award throughout the life of the Federal award. Award levels for Federal awards may not be
adjusted in future years as a result of changes in negotiated rates. “Negotiated rates” per the rate agreement include final, fixed,
and predetermined rates and exclude provisional rates. “Life” for the purpose of this subsection means each competitive
segment of a project. A competitive segment is a period of years approved by the Federal awarding agency at the time of the
Federal award. If negotiated rate agreements do not extend through the life of the Federal award at the time of the initial award,
then the negotiated rate for the last year of the Federal award must be extended through the end of the life of the Federal
award.

b. Except as provided in §200.414 Indirect (F&A) costs, when an educational institution does not have a negotiated rate
with the Federal Government at the time of an award (because the educational institution is a new recipient or the parties
cannot reach agreement on a rate), the provisional rate used at the time of the award must be adjusted once a rate is
negotiated and approved by the cognizant agency for indirect costs.

8. Limitation on Reimbursement of Administrative Costs

a. Notwithstanding the provisions of subsection C.1.a, the administrative costs charged to Federal awards awarded or
amended (including continuation and renewal awards) with effective dates beginning on or after the start of the institution's first
fiscal year which begins on or after October 1, 1991, must be limited to 26% of modified total direct costs (as defined in
subsection 2) for the total of General Administration and General Expenses, Departmental Administration, Sponsored Projects
Administration, and Student Administration and Services (including their allocable share of depreciation, interest costs,
operation and maintenance expenses, and fringe benefits costs, as provided by Section B, Identification and assignment of
indirect (F&A) costs, and all other types of expenditures not listed specifically under one of the subcategories of facilities in
Section B.

b. Institutions should not change their accounting or cost allocation methods if the effect is to change the charging of a
particular type of cost from F&A to direct, or to reclassify costs, or increase allocations from the administrative pools identified in
paragraph B.1 of this Appendix to the other F&A cost pools or fringe benefits. Cognizant agencies for indirect cost are
authorized to allow changes where an institution's charging practices are at variance with acceptable practices followed by a
substantial majority of other institutions.

9. Alternative Method for Administrative Costs

a. Notwithstanding the provisions of subsection C.1.a, an institution may elect to claim a fixed allowance for the
“Administration” portion of indirect (F&A) costs. The allowance could be either 24% of modified total direct costs or a
percentage equal to 95% of the most recently negotiated fixed or predetermined rate for the cost pools included under
“Administration” as defined in Section B.1, whichever is less. Under this alternative, no cost proposal need be prepared for the



“Administration” portion of the indirect (F&A) cost rate nor is further identification or documentation of these costs required (see
subsection c). Where a negotiated indirect (F&A) cost agreement includes this alternative, an institution must make no further
charges for the expenditure categories described in Section B.5, General administration and general expenses, Section B.6,
Departmental administration expenses, Section B.7, Sponsored projects administration, and Section B.9, Student
administration and services.

b. In negotiations of rates for subsequent periods, an institution that has elected the option of subsection a may continue to
exercise it at the same rate without further identification or documentation of costs.

c. If an institution elects to accept a threshold rate as defined in subsection a of this section, it is not required to perform a
detailed analysis of its administrative costs. However, in order to compute the facilities components of its indirect (F&A) cost
rate, the institution must reconcile its indirect (F&A) cost proposal to its financial statements and make appropriate adjustments
and reclassifications to identify the costs of each major function as defined in Section A.1, as well as to identify and allocate the
facilities components. Administrative costs that are not identified as such by the institution's accounting system (such as those
incurred in academic departments) will be classified as instructional costs for purposes of reconciling indirect (F&A) cost
proposals to financial statements and allocating facilities costs.

10. Individual Rate Components

In order to provide mutually agreed-upon information for management purposes, each indirect (F&A) cost rate negotiation
or determination must include development of a rate for each indirect (F&A) cost pool as well as the overall indirect (F&A) cost
rate.

11. Negotiation and Approval of Indirect (F&A) Rate
a. Cognizant agency for indirect costs is defined in Subpart A—Acronyms and Definitions.

(1) Cost negotiation cognizance is assigned to the Department of Health and Human Services (HHS) or the Department of
Defense's Office of Naval Research (DOD), normally depending on which of the two agencies (HHS or DOD) provides more
funds to the educational institution for the most recent three years. Information on funding must be derived from relevant data
gathered by the National Science Foundation. In cases where neither HHS nor DOD provides Federal funding to an educational
institution, the cognizant agency for indirect costs assignment must default to HHS. Notwithstanding the method for cognizance
determination described in this section, other arrangements for cognizance of a particular educational institution may also be
based in part on the types of research performed at the educational institution and must be decided based on mutual
agreement between HHS and DOD. Where a non-Federal entity only receives funds as a subrecipient, see §200.331
Requirements for pass-through entities.

(2) After cognizance is established, it must continue for a five-year period.
b. Acceptance of rates. See §200.414 Indirect (F&A) costs.

c. Correcting deficiencies. The cognizant agency for indirect costs must negotiate changes needed to correct systems
deficiencies relating to accountability for Federal awards. Cognizant agencies for indirect costs must address the concerns of
other affected agencies, as appropriate, and must negotiate special rates for Federal agencies that are required to limit
recovery of indirect costs by statute.

d. Resolving questioned costs. The cognizant agency for indirect costs must conduct any necessary negotiations with an
educational institution regarding amounts questioned by audit that are due the Federal Government related to costs covered by
a negotiated agreement.

e. Reimbursement. Reimbursement to cognizant agencies for indirect costs for work performed under this Part may be
made by reimbursement billing under the Economy Act, 31 U.S.C. 1535.

f. Procedure for establishing facilities and administrative rates must be established by one of the following methods:

(1) Formal negotiation. The cognizant agency for indirect costs is responsible for negotiating and approving rates for an
educational institution on behalf of all Federal agencies. Federal awarding agencies that do not have cognizance for indirect
costs must notify the cognizant agency for indirect costs of specific concerns (i.e., a need to establish special cost rates) which
could affect the negotiation process. The cognizant agency for indirect costs must address the concerns of all interested
agencies, as appropriate. A pre-negotiation conference may be scheduled among all interested agencies, if necessary. The
cognizant agency for indirect costs must then arrange a negotiation conference with the educational institution.

(2) Other than formal negotiation. The cognizant agency for indirect costs and educational institution may reach an
agreement on rates without a formal negotiation conference; for example, through correspondence or use of the simplified
method described in this section D of this Appendix.



g. Formalizing determinations and agreements. The cognizant agency for indirect costs must formalize all determinations
or agreements reached with an educational institution and provide copies to other agencies having an interest. Determinations
should include a description of any adjustments, the actual amount, both dollar and percentage adjusted, and the reason for
making adjustments.

h. Disputes and disagreements. Where the cognizant agency for indirect costs is unable to reach agreement with an
educational institution with regard to rates or audit resolution, the appeal system of the cognizant agency for indirect costs must
be followed for resolution of the disagreement.

12. Standard Format for Submission

For facilities and administrative (indirect (F&A)) rate proposals, educational institutions must use the standard format,
shown in section E of this appendix, to submit their indirect (F&A) rate proposal to the cognizant agency for indirect costs. The
cognizant agency for indirect costs may, on an institution-by-institution basis, grant exceptions from all or portions of Part Il of
the standard format requirement. This requirement does not apply to educational institutions that use the simplified method for
calculating indirect (F&A) rates, as described in Section D of this Appendix.

As provided in section C.10 of this appendix, each F&A cost rate negotiation or determination must include development of
a rate for each F&A cost pool as well as the overall F&A rate.

D. SIMPLIFIED METHOD FOR SMALL INSTITUTIONS

1. General

a. Where the total direct cost of work covered by this Part at an institution does not exceed $10 million in a fiscal year, the
simplified procedure described in subsections 2 or 3 may be used in determining allowable indirect (F&A) costs. Under this
simplified procedure, the institution's most recent annual financial report and immediately available supporting information must
be utilized as a basis for determining the indirect (F&A) cost rate applicable to all Federal awards. The institution may use either
the salaries and wages (see subsection 2) or modified total direct costs (see subsection 3) as the distribution basis.

b. The simplified procedure should not be used where it produces results which appear inequitable to the Federal
Government or the institution. In any such case, indirect (F&A) costs should be determined through use of the regular
procedure.

2. Simplified Procedure—Salaries and Wages Base
a. Establish the total amount of salaries and wages paid to all employees of the institution.

b. Establish an indirect (F&A) cost pool consisting of the expenditures (exclusive of capital items and other costs
specifically identified as unallowable) which customarily are classified under the following titles or their equivalents:

(1) General administration and general expenses (exclusive of costs of student administration and services, student
activities, student aid, and scholarships).

(2) Operation and maintenance of physical plant and depreciation (after appropriate adjustment for costs applicable to
other institutional activities).

(3) Library.

(4) Department administration expenses, which will be computed as 20 percent of the salaries and expenses of deans and
heads of departments.

In those cases where expenditures classified under subsection (1) have previously been allocated to other institutional
activities, they may be included in the indirect (F&A) cost pool. The total amount of salaries and wages included in the indirect
(F&A) cost pool must be separately identified.

c. Establish a salary and wage distribution base, determined by deducting from the total of salaries and wages as
established in subsection a from the amount of salaries and wages included under subsection b.

d. Establish the indirect (F&A) cost rate, determined by dividing the amount in the indirect (F&A) cost pool, subsection b, by
the amount of the distribution base, subsection c.

e. Apply the indirect (F&A) cost rate to direct salaries and wages for individual agreements to determine the amount of
indirect (F&A) costs allocable to such agreements.

3. Simplified Procedure—Modified Total Direct Cost Base



a. Establish the total costs incurred by the institution for the base period.

b. Establish an indirect (F&A) cost pool consisting of the expenditures (exclusive of capital items and other costs
specifically identified as unallowable) which customarily are classified under the following titles or their equivalents:

(1) General administration and general expenses (exclusive of costs of student administration and services, student
activities, student aid, and scholarships).

(2) Operation and maintenance of physical plant and depreciation (after appropriate adjustment for costs applicable to
other institutional activities).

(3) Library.

(4) Department administration expenses, which will be computed as 20 percent of the salaries and expenses of deans and
heads of departments. In those cases where expenditures classified under subsection (1) have previously been allocated to
other institutional activities, they may be included in the indirect (F&A) cost pool. The modified total direct costs amount
included in the indirect (F&A) cost pool must be separately identified.

c. Establish a modified total direct cost distribution base, as defined in Section C.2, The distribution basis, that consists of
all institution's direct functions.

d. Establish the indirect (F&A) cost rate, determined by dividing the amount in the indirect (F&A) cost pool, subsection b, by
the amount of the distribution base, subsection c.

e. Apply the indirect (F&A) cost rate to the modified total direct costs for individual agreements to determine the amount of
indirect (F&A) costs allocable to such agreements.

E. DOCUMENTATION REQUIREMENTS

The standard format for documentation requirements for indirect (indirect (F&A)) rate proposals for claiming costs under
the regular method is available on the OMB Web site here: http://www.whitehouse.gov/omb/grants__forms.

F. CERTIFICATION

1. Certification of Charges

To assure that expenditures for Federal awards are proper and in accordance with the agreement documents and
approved project budgets, the annual and/or final fiscal reports or vouchers requesting payment under the agreements will
include a certification, signed by an authorized official of the university, which reads “By signing this report, | certify to the best of
my knowledge and belief that the report is true, complete, and accurate, and the expenditures, disbursements and cash
receipts are for the purposes and intent set forth in the award documents. | am aware that any false, fictitious, or fraudulent
information, or the omission of any material fact, may subject me to criminal, civil or administrative penalties for fraud, false
statements, false claims or otherwise. (U.S. Code, Title 18, Section 1001 and Title 31, Sections 3729-3733 and 3801-3812)".

2. Certification of Indirect (F&A) Costs

a. Policy. Cognizant agencies must not accept a proposed indirect cost rate unless such costs have been certified by the
educational institution using the Certificate of indirect (F&A) Costs set forth in subsection F.2.c

b. The certificate must be signed on behalf of the institution by the chief financial officer or an individual designated by an
individual at a level no lower than vice president or chief financial officer.

An indirect (F&A) cost rate is not binding upon the Federal Government if the most recent required proposal from the
institution has not been certified. Where it is necessary to establish indirect (F&A) cost rates, and the institution has not
submitted a certified proposal for establishing such rates in accordance with the requirements of this section, the Federal
Government must unilaterally establish such rates. Such rates may be based upon audited historical data or such other data
that have been furnished to the cognizant agency for indirect costs and for which it can be demonstrated that all unallowable
costs have been excluded. When indirect (F&A) cost rates are unilaterally established by the Federal Government because of
failure of the institution to submit a certified proposal for establishing such rates in accordance with this section, the rates
established will be set at a level low enough to ensure that potentially unallowable costs will not be reimbursed.

c. Certificate. The certificate required by this section must be in the following form:
CERTIFICATE OF INDIRECT (F&A) CosTs

This is to certify that to the best of my knowledge and belief:



(1) I have reviewed the indirect (F&A) cost proposal submitted herewith;

(2) All costs included in this proposal [identify date] to establish billing or final indirect (F&A) costs rate for [identify period
covered by rate] are allowable in accordance with the requirements of the Federal agreement(s) to which they apply and with
the cost principles applicable to those agreements.

(3) This proposal does not include any costs which are unallowable under applicable cost principles such as (without
limitation): public relations costs, contributions and donations, entertainment costs, fines and penalties, lobbying costs, and
defense of fraud proceedings; and

(4) Al costs included in this proposal are properly allocable to Federal agreements on the basis of a beneficial or causal
relationship between the expenses incurred and the agreements to which they are allocated in accordance with applicable
requirements.

| declare that the foregoing is true and correct.
Institution of Higher Education:

Signature:

Name of Official:

Title:

Date of Execution:
[78 FR 78608, Dec. 26, 2013, as amended at 79 FR 75888, Dec. 19, 2014; 80 FR 54409, Sept. 10, 2015]
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Appendix IV to Part 200—Indirect (F&A) Costs Identification and Assignment, and Rate Determination for Nonprofit
Organizations

A. GENERAL

1. Indirect costs are those that have been incurred for common or joint objectives and cannot be readily identified with a
particular final cost objective. Direct cost of minor amounts may be treated as indirect costs under the conditions described in
§200.413 Direct costs paragraph (d) of this Part. After direct costs have been determined and assigned directly to awards or
other work as appropriate, indirect costs are those remaining to be allocated to benefitting cost objectives. A cost may not be
allocated to a Federal award as an indirect cost if any other cost incurred for the same purpose, in like circumstances, has been
assigned to a Federal award as a direct cost.

2. “Major nonprofit organizations” are defined in paragraph (a) of §200.414 Indirect (F&A) costs. See indirect cost rate
reporting requirements in sections B.2.e and B.3.g of this Appendix.

B. ALLOCATION OF INDIRECT COSTS AND DETERMINATION OF INDIRECT COST RATES

1. General

a. If a nonprofit organization has only one major function, or where all its major functions 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 section B.2 of this Appendix.

b. If an organization has several major functions which benefit from its indirect costs in varying degrees, allocation of
indirect costs may require the accumulation of such costs into separate cost groupings which then are allocated individually to
benefitting functions by means of a base which best measures the relative degree of benefit. The indirect costs allocated to
each function are then distributed to individual Federal awards and other activities included in that function by means of an
indirect cost rate(s).

c. The determination of what constitutes 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 used are described in section B.2 through B.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 coincide with the organization's fiscal year but, in



any event, must be so selected as to avoid inequities in the allocation of the costs.
2. Simplified Allocation Method

a. Where an organization's major functions benefit from its indirect costs to approximately the same degree, the allocation
of indirect costs may be accomplished by (i) separating the organization's total costs for the base period as either direct or
indirect, and (ii) 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 Federal 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 to an organization is relatively small.

b. Both the direct costs and the indirect costs must exclude capital expenditures and unallowable costs. However,
unallowable costs which represent activities must be included in the direct costs under the conditions described in §200.413
Direct costs, paragraph (e) of this Part.

c. The distribution base may be total direct costs (excluding capital expenditures and other distorting items, such as
subawards for $25,000 or more), direct salaries and wages, or other base which results in an equitable distribution. The
distribution base must exclude participant support costs as defined in §200.75 Participant support costs.

d. Except where a special rate(s) is required in accordance with section B.5 of this Appendix, the indirect cost rate
developed under the above principles is applicable to all Federal awards of the organization. If a special rate(s) is required,
appropriate modifications must be made in order to develop the special rate(s).

e. For an organization that receives more than $10 million in direct Federal funding in a fiscal year, a breakout of the
indirect cost component into two broad categories, Facilities and Administration as defined in paragraph (a) of §200.414 Indirect
(F&A) costs, is required. The rate in each case must be stated as the percentage which the amount of the particular indirect
cost category (i.e., Facilities or Administration) 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 costs must be
accumulated into separate cost groupings, as described in subparagraph b. Each grouping must then be allocated individually
to benefitting functions by means of a base which best measures the relative benefits. The default allocation bases by cost pool
are described in section B.3.c of this Appendix.

b. Identification of indirect costs. Cost groupings must be established so as to permit the allocation of each grouping on the
basis of benefits provided to the major functions. Each grouping must constitute a pool of expenses that are of like character in
terms of functions they benefit and in terms of the allocation base which best measures the relative benefits provided to each
function. The groupings are classified within the two broad categories: “Facilities” and “Administration,” as described in section
A.3 of this Appendix. The indirect cost pools are defined as follows:

(1) Depreciation. 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 §200.436 Depreciation.

(2) Interest. Interest on debt associated with certain buildings, equipment and capital improvements are computed in
accordance with §200.449 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
buildings, furniture and equipment; care of grounds; maintenance and operation of buildings and other plant facilities; security;
earthquake and disaster preparedness; environmental safety; hazardous waste disposal; property, liability and other insurance
relating to property; space and capital leasing; facility planning and management; and central receiving. The operation and
maintenance expenses category must also include its allocable share of fringe benefit costs, depreciation, and interest costs.

(4) General administration and general expenses. 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 must also include its allocable share of fringe benefit costs,
operation and maintenance expense, depreciation, 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 management,
general counsel, management information systems, and library costs.

In developing this cost pool, special care should be exercised to ensure that costs incurred for the same purpose in like
circumstances 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 must be
treated as direct costs wherever identifiable to a particular program. The salaries and wages of administrative and pooled
clerical staff should normally be treated as indirect costs. Direct charging of these costs may be appropriate as described in
§200.413 Direct Costs. Items such as office supplies, postage, local telephone costs, periodicals and memberships should
normally be treated as indirect costs.

c. Allocation bases. Actual conditions must be taken into account in selecting the base to be used in allocating the
expenses in each grouping to benefitting functions. The essential consideration in selecting a method or a base is that it is the
one best suited for assigning the pool of costs to cost 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 relationship is determinable. When an
allocation can be made by assignment of a cost grouping directly to the function benefitted, the allocation must be made in that
manner. When the expenses in a cost grouping are more general in nature, the allocation must be made through the use of a
selected base which produces results that are equitable to both the Federal Government and the organization. The distribution
must be made in accordance with the bases described herein unless it can be demonstrated that the use of a different base
would result in a more equitable allocation of the costs, or that a more readily available base would not increase the costs
charged to Federal awards. The results of special cost studies (such as an engineering utility study) must not be used to
determine and allocate the indirect costs to Federal awards.

(1) Depreciation. Depreciation expenses must be allocated in the following manner:

(a) Depreciation on buildings used exclusively in the conduct of a single function, and on capital improvements and
equipment used in such buildings, must be assigned to that function.

(b) Depreciation on buildings used for more than one function, and on capital improvements and equipment used in such
buildings, must be allocated to the individual functions performed in each building on the basis of usable square feet of space,
excluding common areas, such as hallways, stairwells, and restrooms.

(c) Depreciation on buildings, capital improvements and equipment related space (e.g., individual rooms, and laboratories)
used jointly by more than one function (as determined by the users of the space) must be treated as follows. The cost of each
jointly used unit of space must be allocated to the benefitting functions on the basis of:

(i) the employees and other users on a full-time equivalent (FTE) basis or salaries and wages of those individual functions
benefitting from the use of that space; or

(i) organization-wide employee FTEs or salaries and wages applicable to the benefitting functions of the organization.

(d) Depreciation on certain capital improvements to land, such as paved parking areas, fences, sidewalks, and the like, not
included in the cost of buildings, must 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 must be allocated in the same manner as the depreciation on the buildings, equipment and
capital equipment to which the interest relates.

(3) Operation and maintenance expenses. Operation and maintenance expenses must be allocated in the same manner as
the depreciation.

(4) General administration and general expenses. General administration and general expenses must be allocated to
benefitting functions based on modified total costs (MTC). The MTC is the modified total direct costs (MTDC), as described in
Subpart A—Acronyms and Definitions of Part 200, plus the allocated indirect cost proportion. The expenses included in this
category could be grouped first according to major functions of the organization to which they render services or provide
benefits. The aggregate expenses of each group must then be allocated to benefitting functions based on MTC.

d. Order of distribution.

(1) Indirect cost categories consisting of depreciation, interest, operation and maintenance, and general administration and
general expenses must be allocated in that order to the remaining indirect cost categories as well as to the major functions of
the organization. Other cost categories should be allocated in the order determined to be most appropriate by the organization.
This order of allocation does not apply if cross allocation of costs is made as provided in section B.3.d.2 of this Appendix.

(2) Normally, an indirect cost category will be considered closed once it has been allocated to other cost objectives, and
costs must 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 accordance with
section B.5 of this Appendix, the separate groupings of indirect costs allocated to each major function must be aggregated and
treated as a common pool for that function. The costs in the common pool must then be distributed to individual Federal awards
included in that function by use of a single indirect cost rate.

f. Distribution basis. Indirect costs must be distributed to applicable Federal awards and other benefitting activities within
each maijor function on the basis of MTDC (see definition in §200.68 Modified Total Direct Cost (MTDC) of Part 200.

g. Individual Rate Components. An indirect cost rate must be determined for each separate indirect cost pool developed.
The rate in each case must be stated as the percentage which the amount of the particular indirect cost pool is of the
distribution base identified with that pool. Each indirect cost rate negotiation or determination agreement must include
development of the rate for each indirect cost pool as well as the overall indirect cost rate. The indirect cost pools must be
classified within two broad categories: “Facilities” and “Administration,” as described paragraph (a) of §200.414 Indirect (F&)
costs.

4. Direct Allocation Method

a. Some nonprofit organizations treat all costs as direct costs except general administration and general expenses. These
organizations generally separate their costs into three basic categories: (i) General administration and general expenses, (ii)
fundraising, and (iii) other direct functions (including projects performed under Federal awards). Joint costs, such as
depreciation, rental costs, operation and maintenance of facilities, telephone expenses, and the like are prorated individually as
direct costs to each category and to each Federal 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 Federal 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 of Accounting and Financial Reporting for Voluntary
Health and Welfare Organizations issued jointly by the National Health Council, Inc., the National Assembly of Voluntary Health
and Social Welfare Organizations, and the United Way of America.

c. Under this method, indirect costs consist exclusively of general administration and general expenses. In all other
respects, the organization's indirect cost rates must be computed in the same manner as that described in section B.2
Simplified allocation method of this Appendix.

5. Special Indirect Cost Rates

In some instances, a single indirect cost rate for all activities of an organization or for each major function of the
organization may not be appropriate, since it would not take 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 Federal award or it may consist of work under a group of Federal awards performed in a common
environment. These factors may include the physical location of the work, the level of administrative support required, the
nature of the facilities or other resources employed, the scientific disciplines or technical skills involved, the organizational
arrangements used, or any combination thereof. When a particular segment of work is performed in an environment which
appears to generate a significantly different level of indirect costs, provisions should be made for a separate indirect cost pool
applicable to such work. The separate indirect cost pool should be developed during the course of the regular allocation
process, and the separate indirect cost rate resulting therefrom should be used, provided it is determined that (i) the rate differs
significantly from that which would have been obtained under sections B.2, B.3, and B.4 of this Appendix, and (ii) the volume of
work to which the rate would apply is material.

C. NEGOTIATION AND APPROVAL OF INDIRECT COST RATES
1. Definitions
As used in this section, the following terms have the meanings set forth in this section:

a. Cognizant agency for indirect costs means the Federal agency responsible for negotiating and approving indirect cost
rates for a nonprofit organization on behalf of all Federal agencies.

b. Predetermined rate means an indirect cost rate, applicable to a specified current or future period, usually the
organization's fiscal year. The rate is based on an estimate of the costs to be incurred during the period. A predetermined rate
is 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
adjustment 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 to 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 Federal 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, Federal award, 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 Federal agencies concerned, the Federal agency with the largest
dollar value of Federal awards with an organization will be designated as the cognizant agency for indirect costs 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 nonprofit organization, the assignment will not be
changed unless there is a shift in the dollar volume of the Federal awards to the organization for at least three years. All
concerned Federal agencies must be given the opportunity to participate in the negotiation process but, after a rate has been
agreed upon, it will be accepted by all Federal agencies. When a Federal agency has reason to believe that special operating
factors affecting its Federal awards necessitate special indirect cost rates in accordance with section B.5 of this Appendix, it
will, prior to the time the rates are negotiated, notify the cognizant agency for indirect costs. (See also §200.414 Indirect (F&A)
costs of Part 200.) Where a non-Federal entity only receives funds as a subrecipient, see the requirements of §200.331
Requirements for pass-through entities.

b. Except as otherwise provided in §200.414 Indirect (F&A) costs paragraph (f) of this Part, a nonprofit organization which
has not previously established an indirect cost rate with a Federal agency must submit its initial indirect cost proposal
immediately after the organization is advised that a Federal award will be made and, in no event, later than three months after
the effective date of the Federal award.

c. Unless approved by the cognizant agency for indirect costs in accordance with §200.414 Indirect (F&A) costs paragraph
(g) of this Part, organizations that have previously established indirect cost rates must submit a new indirect cost proposal to
the cognizant agency for indirect costs within six months after the close of each fiscal year.

d. A predetermined rate may be negotiated for use on Federal 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 negotiated where predetermined rates are not considered appropriate. A fixed rate, however, must
not be negotiated if (i) all or a substantial portion of the organization's Federal awards are expected to expire before the carry-
forward adjustment can be made; (ii) the mix of Federal and non-Federal work at the organization is too erratic to permit an
equitable carry-forward adjustment; or (iii) the organization's operations fluctuate significantly from year to year.

f. Provisional and final rates must be negotiated where neither predetermined nor fixed rates are appropriate.
Predetermined or fixed rates may replace provisional rates at any time prior to the close of the organization's fiscal year. If that
event does not occur, a final rate will be established and upward or downward adjustments will be made based on the actual
allowable costs incurred for the period involved.

g. The results of each negotiation must be formalized in a written agreement between the cognizant agency for indirect
costs and the nonprofit organization. The cognizant agency for indirect costs must make available copies of the agreement to
all concerned Federal agencies.

h. If a dispute arises in a negotiation of an indirect cost rate between the cognizant agency for indirect costs and the
nonprofit organization, the dispute must be resolved in accordance with the appeals procedures of the cognizant agency for
indirect costs.

i. To the extent that problems are encountered among the Federal agencies in connection with the negotiation and approval
process, OMB will lend assistance as required to resolve such problems in a timely manner.

D. Certification of Indirect (F&A) Costs



(1) Required Certification. No proposal to establish indirect (F&A) cost rates must be acceptable unless such costs have
been certified by the non-profit organization using the Certificate of Indirect (F&A) Costs set forth in section j. of this appendix.
The certificate must be signed on behalf of the organization by an individual at a level no lower than vice president or chief
financial officer for the organization.

(2) Each indirect cost rate proposal must be accompanied by a certification in the following form:
Certificate of Indirect (F&A) Costs

This is to certify that to the best of my knowledge and belief:

(1) I have reviewed the indirect (F&A) cost proposal submitted herewith;

(2) All costs included in this proposal [identify date] to establish billing or final indirect (F&A) costs rate for [identify period
covered by rate] are allowable in accordance with the requirements of the Federal awards to which they apply and with Subpart

E—Cost Principles of Part 200.

(3) This proposal does not include any costs which are unallowable under Subpart E—Cost Principles of Part 200 such as
(without limitation): public relations costs, contributions and donations, entertainment costs, fines and penalties, lobbying costs,

and defense of fraud proceedings; and

(4) All costs included in this proposal are properly allocable to Federal awards on the basis of a beneficial or causal
relationship between the expenses incurred and the Federal awards to which they are allocated in accordance with applicable

requirements.

| declare that the foregoing is true and correct.

Nonprofit Organization:

Signature:
Name of Official:

Title:

Date of Execution:
[78 FR 78608, Dec. 26, 2013, as amended at 80 FR 54410, Sept. 10, 2015]
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Appendix V to Part 200—State/Local Governmentwide Central Service Cost Allocation Plans

A. GENERAL

1. Most governmental units provide certain services, such as motor pools, computer centers, purchasing, accounting, etc.,
to operating agencies on a centralized basis. Since federally-supported awards are performed within the individual operating
agencies, there needs to be a process whereby these central service costs can be identified and assigned to benefitted
activities on a reasonable and consistent basis. The central service cost allocation plan provides that process. All costs and
other data used to distribute the costs included in the plan should be supported by formal accounting and other records that will
support the propriety of the costs assigned to Federal awards.

2. Guidelines and illustrations of central service cost allocation plans are provided in a brochure published by the
Department of Health and Human Services entitled “A Guide for State, Local and Indian Tribal Governments: Cost Principles
and Procedures for Developing Cost Allocation Plans and Indirect Cost Rates for Agreements with the Federal Government.” A
copy of this brochure may be obtained from the HHS Cost Allocation Services or at their Web site at https:/rates.psc.gov.

B. DEFINITIONS

1. Agency or operating agency means an organizational unit or sub-division within a governmental unit that is responsible
for the performance or administration of Federal awards or activities of the governmental unit.

2. Allocated central services means central services that benefit operating agencies but are not billed to the agencies on a
fee-for-service or similar basis. These costs are allocated to benefitted agencies on some reasonable basis. Examples of such
services might include general accounting, personnel administration, purchasing, etc.

3. Billed central services means central services that are billed to benefitted agencies or programs on an individual fee-for-
service or similar basis. Typical examples of billed central services include computer services, transportation services,



insurance, and fringe benefits.

4. Cognizant agency for indirect costs is defined in §200.19 Cognizant agency for indirect costs of this Part. The
determination of cognizant agency for indirect costs for states and local governments is described in section F.1, Negotiation
and Approval of Central Service Plans.

5. Major local government means local government that receives more than $100 million in direct Federal awards subject
to this Part.

C. ScoPE oF THE CENTRAL SERVICE COST ALLOCATION PLANS

The central service cost allocation plan will include all central service costs that will be claimed (either as a billed or an
allocated cost) under Federal awards and will be documented as described in section E. Costs of central services omitted from
the plan will not be reimbursed.

D. SuBMISSION REQUIREMENTS

1. Each state will submit a plan to the Department of Health and Human Services for each year in which it claims central
service costs under Federal awards. The plan should include (a) a projection of the next year's allocated central service cost
(based either on actual costs for the most recently completed year or the budget projection for the coming year), and (b) a
reconciliation of actual allocated central service costs to the estimated costs used for either the most recently completed year or
the year immediately preceding the most recently completed year.

2. Each major local government is also required to submit a plan to its cognizant agency for indirect costs annually.

3. All other local governments claiming central service costs must develop a plan in accordance with the requirements
described in this Part and maintain the plan and related supporting documentation for audit. These local governments are not
required to submit their plans for Federal approval unless they are specifically requested to do so by the cognizant agency for
indirect costs. Where a local government only receives funds as a subrecipient, the pass-through entity will be responsible for
monitoring the subrecipient's plan.

4. All central service cost allocation plans will be prepared and, when required, submitted within six months prior to the
beginning of each of the governmental unit's fiscal years in which it proposes to claim central service costs. Extensions may be
granted by the cognizant agency for indirect costs on a case-by-case basis.

E. DOCUMENTATION REQUIREMENTS FOR SUBMITTED PLANS

The documentation requirements described in this section may be modified, expanded, or reduced by the cognizant
agency for indirect costs on a case-by-case basis. For example, the requirements may be reduced for those central services
which have little or no impact on Federal awards. Conversely, if a review of a plan indicates that certain additional information is
needed, and will likely be needed in future years, it may be routinely requested in future plan submissions. Items marked with
an asterisk (*) should be submitted only once; subsequent plans should merely indicate any changes since the last plan.

1. General

All proposed plans must be accompanied by the following: an organization chart sufficiently detailed to show operations
including the central service activities of the state/local government whether or not they are shown as benefitting from central
service functions; a copy of the Comprehensive Annual Financial 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 certification (see
subsection 4.) that the plan was prepared in accordance with this Part, contains 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/activities.

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
the cost of the service, the method used to distribute the cost of the service to benefitted agencies, and a summary schedule
showing the allocation of each service to the specific benefitted agencies. If any self-insurance funds or fringe benefits costs are
treated as allocated (rather than billed) central services, documentation discussed in subsections 3.b. and c. must also be
included.

3. Billed Services



a. General. The information described in this section must be provided for all billed central services, including internal
service funds, self-insurance funds, and fringe benefit funds.

b. Internal service funds.

(1) For each internal service fund or similar activity with an operating budget of $5 million or more, the plan must include: a
brief description of each service; a balance sheet for each fund based on individual accounts contained in the governmental
unit's accounting system; a revenue/expenses statement, with revenues broken out by source, e.g., regular billings, interest
earned, etc.; a listing of all non-operating transfers (as defined by Generally Accepted Accounting Principles (GAAP)) into and
out of the fund; a description of the procedures (methodology) used to charge the costs of each service to users, including how
billing rates are determined; a schedule of current rates; and, a schedule comparing total revenues (including imputed
revenues) generated by the service to the allowable costs of the service, as determined under this Part, with an explanation of
how variances will be handled.

(2) Revenues must consist of all revenues generated by the service, including unbilled and uncollected revenues. If some
users were not billed for the services (or were not billed at the full rate for that class of users), a schedule showing the full
imputed revenues associated with these users must be provided. Expenses must be broken out by object cost categories (e.g.,
salaries, supplies, etc.).

c. Self-insurance funds. For each self-insurance fund, the plan must include: the fund balance sheet; a statement of
revenue and expenses including a summary of billings and claims paid by agency; a listing of all non-operating transfers into
and out of the fund; the type(s) of risk(s) covered by the fund (e.g., automobile liability, workers' compensation, etc.); 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 the contributions are determined on an actuarial basis; and, a description of the procedures used
to charge or allocate fund contributions to benefitted activities. Reserve levels in excess of claims (1) submitted and adjudicated
but not paid, (2) submitted but not adjudicated, and (3) incurred but not submitted must be identified and explained.

d. Fringe benefits. For fringe benefit costs, the plan must include: a listing of fringe benefits provided to covered
employees, and the overall annual cost of each type of benefit; current fringe benefit policies; and procedures used to charge or
allocate the costs of the benefits to benefitted activities. In addition, for pension and post-retirement health insurance plans, the
following information must be provided: the governmental unit's funding policies, e.g., legislative bills, trust agreements, or
state-mandated contribution rules, if different from actuarially determined rates; the pension plan's costs accrued for the year;
the amount funded, and date(s) of funding; a copy of the current actuarial report (including the actuarial assumptions); the plan
trustee's report; and, a schedule from the activity showing the value of the interest cost associated with late funding.

4. Required Certification
Each central service cost allocation plan will be accompanied by a certification in the following form:
CERTIFICATE OF COST ALLOCATION PLAN

This is to certify that | have reviewed the cost allocation plan submitted herewith and to the best of my knowledge and
belief:

(1) All costs included in this proposal [identify date] to establish cost allocations or billings for [identify period covered by
plan] are allowable in accordance with the requirements of this Part and the Federal award(s) to which they apply. Unallowable
costs have been adjusted for in allocating costs as indicated in the cost allocation plan.

(2) All costs included in this proposal are properly allocable to Federal awards on the basis of a beneficial or causal
relationship between the expenses incurred and the Federal awards to which they are allocated in accordance with applicable
requirements. Further, the same costs that have been treated as indirect costs have not been claimed as direct costs. Similar
types of costs have been accounted for consistently.

| declare that the foregoing is true and correct.

Governmental Unit:

Signature:
Name of Official:
Title:

Date of Execution:

F. NEGOTIATION AND APPROVAL OF CENTRAL SERVICE PLANS



1. Federal Cognizant Agency for Indirect Costs Assignments for Cost Negotiation

In general, unless different arrangements are agreed to by the concerned Federal agencies, for central service cost
allocation plans, the cognizant agency responsible for review and approval is the Federal agency with the largest dollar value of
total Federal awards with a governmental unit. For indirect cost rates and departmental indirect cost allocation plans, the
cognizant agency is the Federal agency with the largest dollar value of direct Federal awards with a governmental unit or
component, as appropriate. Once designated as the cognizant agency for indirect costs, the Federal agency must remain so for
a period of five years. In addition, the following Federal agencies continue to be responsible for the indicated governmental
entities:

Department of Health and Human Services—Public assistance and state-wide cost allocation plans for all states (including
the District of Columbia and Puerto Rico), state and local hospitals, libraries and health districts.

Department of the Interior—Indian tribal governments, territorial governments, and state and local park and recreational
districts.

Department of Labor—State and local labor departments.
Department of Education—School districts and state and local education agencies.
Department of Agriculture—State and local agriculture departments.
Department of Transportation—State and local airport and port authorities and transit districts.
Department of Commerce—State and local economic development districts.
Department of Housing and Urban Development—State and local housing and development districts.
Environmental Protection Agency—State and local water and sewer districts.
2. Review

All proposed central service cost allocation plans that are required to be submitted will be reviewed, negotiated, and
approved by the cognizant agency for indirect costs on a timely basis. The cognizant agency for indirect costs will review the
proposal within six months of receipt of the proposal and either negotiate/approve the proposal or advise the governmental unit
of the additional documentation needed to support/evaluate the proposed plan or the changes required to make the proposal
acceptable. Once an agreement with the governmental unit has been reached, the agreement will be accepted and used by all
Federal agencies, unless prohibited or limited by statute. Where a Federal awarding agency has reason to believe that special
operating factors affecting its Federal awards necessitate special consideration, the funding agency will, prior to the time the
plans are negotiated, notify the cognizant agency for indirect costs.

3. Agreement

The results of each negotiation must be formalized in a written agreement between the cognizant agency for indirect costs
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
results of the negotiation must be made available to all Federal agencies for their use.

4. Adjustments

Negotiated cost allocation plans based on a proposal later found to have included costs that: (a) are unallowable (i) as
specified by law or regulation, (ii) as identified in subpart F, General Provisions for selected Iltems of Cost of this Part, or (iii) by
the terms and conditions of Federal awards, or (b) are unallowable because they are clearly not allocable to Federal awards,
must be adjusted, or a refund must be made at the option of the cognizant agency for indirect costs, including earned or
imputed interest from the date of transfer and debt interest, if applicable, chargeable in accordance with applicable Federal
cognizant agency for indirect costs regulations. Adjustments or cash refunds may include, at the option of the cognizant agency
for indirect costs, earned or imputed interest from the date of expenditure and delinquent debt interest, if applicable, chargeable
in accordance with applicable cognizant agency claims collection regulations. These adjustments or refunds are designed to
correct the plans and do not constitute a reopening of the negotiation.

G. OTHER PoLICIES

1. Billed Central Service Activities

Each billed central service activity must separately account for all revenues (including imputed revenues) generated by the
service, expenses incurred to furnish the service, and profit/loss.



2. Working Capital Reserves

Internal service funds are dependent upon a reasonable level of working capital reserve to operate from one billing cycle to
the next. Charges by an internal service activity to provide for the establishment and maintenance of a reasonable level of
working capital reserve, in addition to the full recovery of costs, are allowable. A working capital reserve as part of retained
earnings of up to 60 calendar days cash expenses for normal operating purposes is considered reasonable. A working capital
reserve exceeding 60 calendar days may be approved by the cognizant agency for indirect costs in exceptional cases.

3. Carry-Forward Adjustments of Allocated Central Service Costs

Allocated central service costs are usually negotiated and approved for a future fiscal year on a “fixed with carry-forward”
basis. Under this procedure, the fixed amounts for the future year covered by agreement are not subject to adjustment for that
year. However, when the actual costs of the year involved become known, the differences between the fixed amounts
previously approved and the actual costs will be carried forward and used as an adjustment to the fixed amounts established for
a later year. This “carry-forward” procedure applies to all central services whose costs were fixed in the approved plan.
However, a carry-forward adjustment is not permitted, for a central service activity that was not included in the approved plan,
or for unallowable costs that must be reimbursed immediately.

4. Adjustments of Billed Central Services

Billing rates used to charge Federal awards must be based on the estimated costs of providing the services, including an
estimate of the allocable central service costs. A comparison of the revenue generated by each billed service (including total
revenues whether or not billed or collected) to the actual allowable costs of the service will be made at least annually, and an
adjustment will be made for the difference between the revenue and the allowable costs. These adjustments will be made
through one of the following adjustment methods: (a) a cash refund including earned or imputed interest from the date of
transfer and debt interest, if applicable, chargeable in accordance with applicable Federal cognizant agency for indirect costs
regulations to the Federal Government for the Federal share of the adjustment, (b) credits to the amounts charged to the
individual programs, (c) adjustments to future billing rates, or (d) adjustments to allocated central service costs. Adjustments to
allocated central services will not be permitted where the total amount of the adjustment for a particular service (Federal share
and non-Federal) share exceeds $500,000. Adjustment methods may include, at the option of the cognizant agency, earned or
imputed interest from the date of expenditure and delinquent debt interest, if applicable, chargeable in accordance with
applicable cognizant agency claims collection regulations.

5. Records Retention

All central service cost allocation plans and related documentation used as a basis for claiming costs under Federal awards
must be retained for audit in accordance with the records retention requirements contained in Subpart D—Post Federal Award
Requirements, of Part 200.

6. Appeals

If a dispute arises in the negotiation of a plan between the cognizant agency for indirect costs and the governmental unit,
the dispute must be resolved in accordance with the appeals procedures of the cognizant agency for indirect costs.

7. OMB Assistance

To the extent that problems are encountered among the Federal agencies or governmental units in connection with the
negotiation and approval process, OMB will lend assistance, as required, to resolve such problems in a timely manner.

[78 FR 78608, Dec. 26, 2013, as amended at 80 FR 54410, Sept. 10, 2015]
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Appendix VI to Part 200—Public Assistance Cost Allocation Plans

A. GENERAL

Federally-financed programs administered by state public assistance agencies are funded predominately by the
Department of Health and Human Services (HHS). In support of its stewardship requirements, HHS has published requirements
for the development, documentation, submission, negotiation, and approval of public assistance cost allocation plans in Subpart
E of 45 CFR Part 95. All administrative costs (direct and indirect) are normally charged to Federal awards by implementing the
public assistance cost allocation plan. This Appendix extends these requirements to all Federal awarding agencies whose
programs are administered by a state public assistance agency. Major federally-financed programs typically administered by
state public assistance agencies include: Temporary Aid to Needy Families (TANF), Medicaid, Food Stamps, Child Support
Enforcement, Adoption Assistance and Foster Care, and Social Services Block Grant.



B. DEFINITIONS

1. State public assistance agency means a state agency administering or supervising the administration of one or more
public assistance programs operated by the state as identified in Subpart E of 45 CFR Part 95. For the purpose of this
Appendix, these programs include all programs administered by the state public assistance agency.

2. State public assistance agency costs means all costs incurred by, or allocable to, the state public assistance agency,
except expenditures for financial assistance, medical contractor payments, food stamps, and payments for services and goods
provided directly to program recipients.

C. PoLicy

State public assistance agencies will develop, document and implement, and the Federal Government will review,
negotiate, and approve, public assistance cost allocation plans in accordance with Subpart E of 45 CFR Part 95. The plan will
include all programs administered by the state public assistance agency. Where a letter of approval or disapproval is
transmitted to a state public assistance agency in accordance with Subpart E, the letter will apply to all Federal agencies and
programs. The remaining sections of this Appendix (except for the requirement for certification) summarize the provisions of
Subpart E of 45 CFR Part 95.

D. SuBMISSION, DOCUMENTATION, AND APPROVAL OF PUBLIC ASSISTANCE COST ALLOCATION PLANS

1. State public assistance agencies are required to promptly submit amendments to the cost allocation plan to HHS for
review and approval.

2. Under the coordination process outlined in section E, Review of Implementation of Approved Plans, affected Federal
agencies will review all new plans and plan amendments and provide comments, as appropriate, to HHS. The effective date of
the plan or plan amendment will be the first day of the calendar quarter following the event that required the amendment, unless
another date is specifically approved by HHS. HHS, as the cognizant agency for indirect costs acting on behalf of all affected
Federal agencies, will, as necessary, conduct negotiations with the state public assistance agency and will inform the state
agency of the action taken on the plan or plan amendment.

E. REVIEW OF IMPLEMENTATION OF APPROVED PLANS

1. Since public assistance cost allocation plans are of a narrative nature, the review during the plan approval process
consists of evaluating the appropriateness of the proposed groupings of costs (cost centers) and the related allocation bases.
As such, the Federal Government needs some assurance that the cost allocation plan has been implemented as approved.
This is accomplished by reviews by the Federal awarding agencies, single audits, or audits conducted by the cognizant agency
for indirect costs.

2. Where inappropriate charges affecting more than one Federal awarding agency are identified, the cognizant HHS cost
negotiation office will be advised and will take the lead in resolving the issue(s) as provided for in Subpart E of 45 CFR Part 95.

3. If a dispute arises in the negotiation of a plan or from a disallowance involving two or more Federal awarding agencies,
the dispute must be resolved in accordance with the appeals procedures set out in 45 CFR Part 16. Disputes involving only one
Federal awarding agency will be resolved in accordance with the Federal awarding agency's appeal process.

4. To the extent that problems are encountered among the Federal awarding agencies or governmental units in connection
with the negotiation and approval process, the Office of Management and Budget will lend assistance, as required, to resolve
such problems in a timely manner.

F. UNALLOWABLE COSTS

Claims developed under approved cost allocation plans will be based on allowable costs as identified in this Part. Where
unallowable costs have been claimed and reimbursed, they will be refunded to the program that reimbursed the unallowable
cost using one of the following methods: (a) a cash refund, (b) offset to a subsequent claim, or (c) credits to the amounts
charged to individual Federal awards. Cash refunds, offsets, and credits may include at the option of the cognizant agency for
indirect cost, earned or imputed interest from the date of expenditure and delinquent debt interest, if applicable, chargeable in
accordance with applicable cognizant agency for indirect cost claims collection regulations.
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Appendix VII to Part 200—States and Local Government and Indian Tribe Indirect Cost Proposals

A. GENERAL



1. Indirect costs are those that have been incurred for common or joint purposes. These costs benefit more than one cost
objective and cannot be readily identified with a particular final cost objective without effort disproportionate to the results
achieved. After direct costs have been determined and assigned directly to Federal awards and other activities as appropriate,
indirect costs are those remaining to be allocated to benefitted cost objectives. A cost may not be allocated to a Federal award
as an indirect cost if any other cost incurred for the same purpose, in like circumstances, has been assigned to a Federal award
as a direct cost.

2. Indirect costs include (a) the indirect costs originating in each department or agency of the governmental unit carrying
out Federal awards and (b) the costs of central governmental services distributed through the central service cost allocation
plan (as described in Appendix V to Part 200—State/Local Government and Indian Tribe-Wide Central Service Cost Allocation
Plans) and not otherwise treated as direct costs.

3. Indirect costs are normally charged to Federal awards by the use of an indirect cost rate. A separate indirect cost rate(s)
is usually necessary for each department or agency of the governmental unit claiming indirect costs under Federal awards.
Guidelines and illustrations of indirect cost proposals are provided in a brochure published by the Department of Health and
Human Services entitled “A Guide for States and Local Government Agencies: Cost Principles and Procedures for Establishing
Cost Allocation Plans and Indirect Cost Rates for Grants and Contracts with the Federal Government.” A copy of this brochure
may be obtained from HHS Cost Allocation Services or at their Web site at https.://rates.psc.gov.

4. Because of the diverse characteristics and accounting practices of governmental units, the types of costs which may be
classified as indirect costs cannot be specified in all situations. However, typical examples of indirect costs may include certain
state/local-wide central service costs, general administration of the non-Federal entity accounting and personnel services
performed within the non-Federal entity, depreciation on buildings and equipment, the costs of operating and maintaining
facilities.

5. This Appendix does not apply to state public assistance agencies. These agencies should refer instead to Appendix VI
to Part 200—Public Assistance Cost Allocation Plans.

B. DEFINITIONS

1. Base means the accumulated direct costs (normally either total direct salaries and wages or total direct costs exclusive
of any extraordinary or distorting expenditures) used to distribute indirect costs to individual Federal awards. The direct cost
base selected should result in each Federal award bearing a fair share of the indirect costs in reasonable relation to the benefits
received from the costs.

2. Base period for the allocation of indirect costs is the period in which such costs are incurred and accumulated for
allocation to activities performed in that period. The base period normally should coincide with the governmental unit's fiscal
year, but in any event, must be so selected as to avoid inequities in the allocation of costs.

3. Cognizant agency for indirect costs means the Federal agency responsible for reviewing and approving the
governmental unit's indirect cost rate(s) on the behalf of the Federal Government. The cognizant agency for indirect costs
assignment is described in Appendix V, section F, Negotiation and Approval of Central Service Plans.

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

5. 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, allowable costs of the period covered by the rate is carried forward as
an adjustment to the rate computation of a subsequent period.

6. Indirect cost pool is the accumulated costs that jointly benefit two or more programs or other cost objectives.

7. Indirect cost rate is a device for determining in a reasonable manner the proportion of indirect costs each program
should bear. It is the ratio (expressed as a percentage) of the indirect costs to a direct cost base.

8. Indirect cost rate proposal means the documentation prepared by a governmental unit or subdivision thereof to
substantiate its request for the establishment of an indirect cost rate.

9. Predetermined rate means an indirect cost rate, applicable to a specified current or future period, usually the
governmental unit's fiscal year. This rate is based on an estimate of the costs to be incurred during the period. Except under
very unusual circumstances, a predetermined rate is not subject to adjustment. (Because of legal constraints, predetermined
rates are not permitted for Federal contracts; they 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 for indirect costs. In view of the potential advantages offered by this procedure, negotiation of predetermined rates for
indirect costs for a period of two to four years should be the norm in those situations where the cost experience and other



pertinent facts available are deemed sufficient to enable the parties involved to reach an informed judgment as to the probable
level of indirect costs during the ensuing accounting periods.

10. Provisional rate means a temporary indirect cost rate applicable to a specified period which is used for funding, interim
reimbursement, and reporting indirect costs on Federal awards pending the establishment of a “final” rate for that period.

C. ALLOCATION OF INDIRECT COSTS AND DETERMINATION OF INDIRECT COST RATES

1. General

a. Where a governmental unit's department or agency has only one major function, or where all its major functions benefit
from the 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 subsection 2.

b. Where a governmental unit's department or agency has several major functions which benefit from its indirect costs in
varying degrees, the allocation of indirect costs may require the accumulation of such costs into separate cost groupings which
then are allocated individually to benefitted functions by means of a base which best measures the relative degree of benefit.
The indirect costs allocated to each function are then distributed to individual Federal awards and other activities included in
that function by means of an indirect cost rate(s).

c. Specific methods for allocating indirect costs and computing indirect cost rates along with the conditions under which
each method should be used are described in subsections 2, 3 and 4.

2. Simplified Method

a. Where a non-Federal entity's major functions benefit from its indirect costs to approximately the same degree, the
allocation of indirect costs may be accomplished by (1) classifying the non-Federal entity's total costs for the base period as
either direct or indirect, and (2) 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 Federal 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 a governmental unit's department or agency has only one major function
encompassing a number of individual projects or activities, and may be used where the level of Federal awards to that
department or agency is relatively small.

b. Both the direct costs and the indirect costs must exclude capital expenditures and unallowable costs. However,
unallowable costs must be included in the direct costs if they represent activities to which indirect costs are properly allocable.

c. The distribution base may be (1) total direct costs (excluding capital expenditures and other distorting items, such as
pass-through funds, subcontracts in excess of $25,000, participant support costs, etc.), (2) direct salaries and wages, or (3)
another base which results in an equitable distribution.

3. Multiple Allocation Base Method

a. Where a non-Federal entity's indirect costs benefit its major functions in varying degrees, such costs must be
accumulated into separate cost groupings. Each grouping must 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 functions. Each grouping should constitute a pool of expenses that are of like character in terms of the
functions they benefit and in terms of the allocation base which best measures the relative benefits provided to 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.

c. Actual conditions must be taken into account in selecting the base to be used in allocating the expenses in each
grouping to benefitted functions. When an allocation can be made by assignment of a cost grouping directly to the function
benefitted, the allocation must be made in that manner. When the expenses in a grouping are more general in nature, the
allocation should be made through the use of a selected base which produces results that are equitable to both the Federal
Government and the governmental 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: (1) it can readily be expressed in terms of dollars
or other quantitative measures (total direct costs, direct salaries and wages, staff hours applied, square feet used, hours of
usage, number of documents processed, population served, and the like), and (2) it is common to the benefitted functions
during the base period.

d. Except where a special indirect cost rate(s) is required in accordance with paragraph (C)(4) of this Appendix, the
separate groupings of indirect costs allocated to each major function must be aggregated and treated as a common pool for



that function. The costs in the common pool must then be distributed to individual Federal awards included in that function by
use of a single indirect cost rate.

e. The distribution base used in computing the indirect cost rate for each function may be (1) total direct costs (excluding
capital expenditures and other distorting items such as pass-through funds, subawards in excess of $25,000, participant
support costs, etc.), (2) direct salaries and wages, or (3) another base which results in an equitable distribution. An indirect cost
rate should be developed for each separate indirect cost pool developed. The rate in each case should be stated as the
percentage relationship between the particular indirect cost pool and the distribution base identified with that pool.

4. Special Indirect Cost Rates

a. In some instances, a single indirect cost rate for all activities of a non-Federal entity or for each major function of the
agency may not be appropriate. It may not take into account those different factors which may substantially affect the indirect
costs applicable to a particular program or group of programs. The factors may include the physical location of the work, the
level of administrative support required, the nature of the facilities or other resources employed, the organizational
arrangements used, or any combination thereof. When a particular Federal award is carried out in an environment which
appears to generate a significantly different level of indirect costs, provisions should be made for a separate indirect cost pool
applicable to that Federal award. The separate indirect cost pool should be developed during the course of the regular
allocation process, and the separate indirect cost rate resulting therefrom should be used, provided that: (1) The rate differs
significantly from the rate which would have been developed under paragraphs (C)(2) and (C)(3) of this Appendix, and (2) the
Federal award to which the rate would apply is material in amount.

b. Where Federal statutes restrict the reimbursement of certain indirect costs, it may be necessary to develop a special rate
for the affected Federal award. Where a “restricted rate” is required, the same procedure for developing a non-restricted rate
will be used except for the additional step of the elimination from the indirect cost pool those costs for which the law prohibits
reimbursement.

D. SUBMISSION AND DOCUMENTATION OF PROPOSALS

1. Submission of Indirect Cost Rate Proposals

a. All departments or agencies of the governmental unit desiring to claim indirect costs under Federal awards must prepare
an indirect cost rate proposal and related documentation to support those costs. The proposal and related documentation must
be retained for audit in accordance with the records retention requirements contained in §200.333 Retention Requirements for
Records.

b. A governmental department or agency unit that receives more than $35 million in direct Federal funding must submit its
indirect cost rate proposal to its cognizant agency for indirect costs. Other governmental department or agency must develop an
indirect cost proposal in accordance with the requirements of this Part and maintain the proposal and related supporting
documentation for audit. These governmental departments or agencies are not required to submit their proposals unless they
are specifically requested to do so by the cognizant agency for indirect costs. Where a non-Federal entity only receives funds
as a subrecipient, the pass-through entity will be responsible for negotiating and/or monitoring the subrecipient's indirect costs.

c. Each Indian tribal government desiring reimbursement of indirect costs must submit its indirect cost proposal to the
Department of the Interior (its cognizant agency for indirect costs).

d. Indirect cost proposals must be developed (and, when required, submitted) within six months after the close of the
governmental unit's fiscal year, unless an exception is approved by the cognizant agency for indirect costs. If the proposed
central service cost allocation plan for the same period has not been approved by that time, the indirect cost proposal may be
prepared including an amount for central services that is based on the latest federally-approved central service cost allocation
plan. The difference between these central service amounts and the amounts ultimately approved will be compensated for by
an adjustment in a subsequent period.

2. Documentation of Proposals
The following must be included with each indirect cost proposal:

a. The rates proposed, including subsidiary work sheets and other relevant data, cross referenced and reconciled to the
financial data noted in subsection b. Allocated central service costs will be supported by the summary table included in the
approved central service cost allocation plan. This summary table is not required to be submitted with the indirect cost proposal
if the central service cost allocation plan for the same fiscal year has been approved by the cognizant agency for indirect costs
and is available to the funding agency.

b. A copy of the financial data (financial statements, comprehensive annual financial report, executive budgets, accounting
reports, etc.) upon which the rate is based. Adjustments resulting from the use of unaudited data will be recognized, where



appropriate, by the Federal cognizant agency for indirect costs in a subsequent proposal.

c. The approximate amount of direct base costs incurred under Federal awards. These costs should be broken out
between salaries and wages and other direct costs.

d. A chart showing the organizational structure of the agency during the period for which the proposal applies, along with a
functional statement(s) noting the duties and/or responsibilities of all units that comprise the agency. (Once this is submitted,
only revisions need be submitted with subsequent proposals.)

3. Required certification.
Each indirect cost rate proposal must be accompanied by a certification in the following form:
CERTIFICATE OF INDIRECT COSTS

This is to certify that | have reviewed the indirect cost rate proposal submitted herewith and to the best of my knowledge
and belief:

(1) All costs included in this proposal [identify date] to establish billing or final indirect costs rates for [identify period
covered by rate] are allowable in accordance with the requirements of the Federal award(s) to which they apply and the
provisions of this Part. Unallowable costs have been adjusted for in allocating costs as indicated in the indirect cost proposal

(2) All costs included in this proposal are properly allocable to Federal awards on the basis of a beneficial or causal
relationship between the expenses incurred and the agreements to which they are allocated in accordance with applicable
requirements. Further, the same costs that have been treated as indirect costs have not been claimed as direct costs. Similar
types of costs have been accounted for consistently and the Federal Government will be notified of any accounting changes
that would affect the predetermined rate.

| declare that the foregoing is true 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 agency on a timely basis. Once a rate
has been agreed upon, it will be accepted and used by all Federal agencies unless prohibited or limited by statute. Where a
Federal awarding agency has reason to believe that special operating factors affecting its Federal awards necessitate special
indirect cost rates, the funding agency will, prior to the time the rates are negotiated, notify the cognizant agency for indirect
costs.

2. The use of predetermined rates, if allowed, is encouraged where the cognizant agency for indirect costs has reasonable
assurance based on past experience and reliable projection of the non-Federal entity's costs, that the rate is not likely to
exceed a rate based on actual costs. Long-term agreements utilizing predetermined rates extending over two or more years are
encouraged, where appropriate.

3. The results of each negotiation must be formalized in a written agreement between the cognizant agency for indirect
costs 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 must be made available to all Federal agencies for their use.

4. Refunds must be made if proposals are later found to have included costs that (a) are unallowable (i) as specified by law
or regulation, (ii) as identified in §200.420 Considerations for selected items of cost, of this Part, or (iii) by the terms and
conditions of Federal awards, or (b) are unallowable because they are clearly not allocable to Federal awards. These
adjustments or refunds will be made regardless of the type of rate negotiated (predetermined, final, fixed, or provisional).

F. OTHER POLICIES

1. Fringe Benefit Rates



If overall fringe benefit rates are not approved for the governmental unit as part of the central service cost allocation plan,
these rates will be reviewed, negotiated and approved for individual recipient agencies 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 recipient agency level (i.e., the agency specifically identifies fringe benefit costs to individual
employees), the governmental unit should so advise the cognizant agency for indirect costs.

2. Billed Services Provided by the Recipient Agency

In some cases, governmental departments or agencies (components of the governmental unit) provide and bill for services
similar to those covered by central service cost allocation plans (e.g., computer centers). Where this occurs, the governmental
departments or agencies (components of the governmental unit)should be guided by the requirements in Appendix V relating to
the development of billing rates and documentation requirements, and should advise the cognizant agency for indirect costs of
any billed services. Reviews of these types of services (including reviews of costing/billing methodology, profits or losses, etc.)
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, governmental departments or agencies (components of the governmental unit), because of the nature
of their Federal 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 allocation methodology should be developed,
documented, maintained for audit, or submitted, as appropriate, to the cognizant agency for indirect costs for review,
negotiation, and approval.

4. Appeals

If a dispute arises in a negotiation of an indirect cost rate (or other rate) between the cognizant agency for indirect costs
and the governmental unit, the dispute must be resolved in accordance with the appeals procedures of the cognizant agency for
indirect costs.

5. Collection of Unallowable Costs and Erroneous Payments

Costs specifically identified as unallowable and charged to Federal awards either directly or indirectly will be refunded
(including interest chargeable in accordance with applicable Federal cognizant agency for indirect costs regulations).

6. OMB Assistance

To the extent that problems are encountered among the Federal agencies or governmental units in connection with the
negotiation and approval process, OMB will lend assistance, as required, to resolve such problems in a timely manner.

[78 FR 78608, Dec. 26, 2013, as amended at 79 FR 75889, Dec. 19, 2014]
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Appendix VIII to Part 200—Nonprofit Organizations Exempted From Subpart E—Cost Principles of Part 200
1. Advance Technology Institute (ATI), Charleston, South Carolina

. Aerospace Corporation, El Segundo, California

. American Institutes of Research (AIR), Washington, DC

. Argonne National Laboratory, Chicago, lllinois

. Atomic Casualty Commission, Washington, DC

. Battelle Memorial Institute, Headquartered in Columbus, Ohio

. Brookhaven National Laboratory, Upton, New York

. Charles Stark Draper Laboratory, Incorporated, Cambridge, Massachusetts

. CNA Corporation (CNAC), Alexandria, Virginia
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10. Environmental Institute of Michigan, Ann Arbor, Michigan

11. Georgia Institute of Technology/Georgia Tech Applied Research Corporation/Georgia Tech Research Institute, Atlanta,
Georgia

12. Hanford Environmental Health Foundation, Richland, Washington



13. IT Research Institute, Chicago, lllinois

14. Institute of Gas Technology, Chicago, lllinois

15. Institute for Defense Analysis, Alexandria, Virginia

16. LMI, McLean, Virginia

17. Mitre Corporation, Bedford, Massachusetts

18. Nobilis, 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, Oak Ridge, Tennessee

22. Rand Corporation, Santa Monica, California

23. Research Triangle Institute, Research Triangle 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 Institute, San Antonio, Texas

28. SR International, Menlo Park, California

29. Syracuse Research Corporation, Syracuse, New York

30. Universities Research Association, Incorporated (National Acceleration Lab), Argonne, lllinois
31. Urban Institute, Washington DC

32. Non-profit insurance companies, such as Blue Cross and Blue Shield Organizations
33. Other non-profit organizations as negotiated with Federal awarding agencies
+ Back to Top

Appendix IX to Part 200—Hospital Cost Principles

Based on initial feedback, OMB proposes to establish a review process to consider existing hospital cost determine how
best to update and align them with this Part. Until such time as revised guidance is proposed and implemented for hospitals, the
existing principles located at 45 CFR Part 75 Appendix E, entitled “Principles for Determining Cost Applicable to Research and
Development Under Grants and Contracts with Hospitals,” remain in effect.

[78 FR 78608, Dec. 26, 2013, as amended at 79 FR 75889, Dec. 19, 2014]
t Back to Top
Appendix X to Part 200—Data Collection Form (Form SF-SAC)
The Data Collection Form SF-SAC is available on the FAC Web site.
t Back to Top
Appendix Xl to Part 200—Compliance Supplement

The compliance supplement is available on the OMB Web site: (e.g. for 2013 here
http.//www.whitehouse.gov/omb/circulars/)
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Appendix XIl to Part 200—Award Term and Condition for Recipient Integrity and Performance Matters

A. REPORTING OF MATTERS RELATED TO RECIPIENT INTEGRITY AND PERFORMANCE

1. General Reporting Requirement



If the total value of your currently active grants, cooperative agreements, and procurement contracts from all Federal
awarding agencies exceeds $10,000,000 for any period of time during the period of performance of this Federal award, then
you as the recipient during that period of time must maintain the currency of information reported to the System for Award
Management (SAM) that is made available in the designated integrity and performance system (currently the Federal Awardee
Performance and Integrity Information System (FAPIIS)) about civil, criminal, or administrative proceedings described in
paragraph 2 of this award term and condition. This is a statutory requirement under section 872 of Public Law 110-417, as
amended (41 U.S.C. 2313). As required by section 3010 of Public Law 111-212, all information posted in the designated
integrity and performance system on or after April 15, 2011, except past performance reviews required for Federal procurement
contracts, will be publicly available.

2. Proceedings About Which You Must Report
Submit the information required about each proceeding that:

a. Is in connection with the award or performance of a grant, cooperative agreement, or procurement contract from the
Federal Government;

b. Reached its final disposition during the most recent five year period; and
c. Is one of the following:
(1) A criminal proceeding that resulted in a conviction, as defined in paragraph 5 of this award term and condition;

(2) A civil proceeding that resulted in a finding of fault and liability and payment of a monetary fine, penalty, reimbursement,
restitution, or damages of $5,000 or more;

(3) An administrative proceeding, as defined in paragraph 5. of this award term and condition, that resulted in a finding of
fault and liability and your payment of either a monetary fine or penalty of $5,000 or more or reimbursement, restitution, or
damages in excess of $100,000; or

(4) Any other criminal, civil, or administrative proceeding if:
(i) It could have led to an outcome described in paragraph 2.c.(1), (2), or (3) of this award term and condition;
(i) It had a different disposition arrived at by consent or compromise with an acknowledgment of fault on your part; and

(iii) The requirement in this award term and condition to disclose information about the proceeding does not conflict with
applicable laws and regulations.

3. Reporting Procedures

Enter in the SAM Entity Management area the information that SAM requires about each proceeding described in
paragraph 2 of this award term and condition. You do not need to submit the information a second time under assistance
awards that you received if you already provided the information through SAM because you were required to do so under
Federal procurement contracts that you were awarded.

4. Reporting Frequency

During any period of time when you are subject to the requirement in paragraph 1 of this award term and condition, you
must report proceedings information through SAM for the most recent five year period, either to report new information about
any proceeding(s) that you have not reported previously or affirm that there is no new information to report. Recipients that
have Federal contract, grant, and cooperative agreement awards with a cumulative total value greater than $10,000,000 must
disclose semiannually any information about the criminal, civil, and administrative proceedings.

5. Definitions
For purposes of this award term and condition:

a. Administrative proceeding means a non-judicial process that is adjudicatory in nature in order to make a determination of
fault or liability (e.g., Securities and Exchange Commission Administrative proceedings, Civilian Board of Contract Appeals
proceedings, and Armed Services Board of Contract Appeals proceedings). This includes proceedings at the Federal and State
level but only in connection with performance of a Federal contract or grant. It does not include audits, site visits, corrective
plans, or inspection of deliverables.

b. Conviction, for purposes of this award term and condition, means a judgment or conviction of a criminal offense by any
court of competent jurisdiction, whether entered upon a verdict or a plea, and includes a conviction entered upon a plea of nolo



contendere.
c. Total value of currently active grants, cooperative agreements, and procurement contracts includes—
(1) Only the Federal share of the funding under any Federal award with a recipient cost share or match; and
(2) The value of all expected funding increments under a Federal award and options, even if not yet exercised.
B. [Reserved]

[80 FR 43310, July 22, 2015]
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Need assistance?
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rulemaking, procurement actions, and
agency programs to the extent feasible.
Further, when notice and comment
rulemaking is otherwise required, each
agency should provide the opportunity
for public comment on the rationale for
the agency’s conformity assessment
decision.

(d) Work with other Federal agencies
to avoid unnecessary duplication and
complexity in Federal conformity
assessment activities.

(e) Consider leveraging the activities
and results of other governmental
agency and private sector programs in
lieu of creating government-unique
programs or to enhance the effectiveness
of proposed new and existing
conformity assessment.

(f) Give a preference for using
voluntary consensus standards, guides,
and recommendations related to
conformity assessment in agency
operations. Each agency retains
responsibility for determining which, if
any, of these documents are relevant to
its needs. See OMB Circular A-119 for
a description of voluntary consensus
standards and recommendations for
their development and use by Federal
agencies.

(g) Participate, as needed,
representing agency and Federal
viewpoints, in efforts to develop
voluntary consensus standards,
guideline, and recommendations related
to conformity assessment.

(h) Participate, as needed,
representing agency and Federal
viewpoints in efforts designed to
improve coordination among
governmental and private sector
conformity assessment activities.

(i) Work with NIST, other Federal
agencies, ICSP members, and the private
sector to coordinate U.S. conformity
assessment needs, practices, and
requirements in support of the efforts of
the U.S. Government and U.S. industry
to increase international trade of U.S.
products and services.

(j) Assign an Agency Standards
Executive the responsibility for
coordinating agency-wide
implementation of the guidance in this
part who is situated in the agency’s
organizational structure such that the
Agency Standards Executive is kept
regularly apprised of the agency’s
regulatory, procurement, and other
mission-related activities, and has
sufficient authority within the agency to
ensure implementation of the guidance
in this part.

§287.5 Responsibilities of Agency
Standards Executives.

Each Agency Standards Executive
should:

(a) Carry out the duties in OMB
Circular A—119 related to conformity
assessment activities.

(b) Encourage effective use of agency
conformity assessment related
resources.

(c) Provide ongoing assistance and
policy guidance to the agency on
significant issues in conformity
assessment.

(d) Contribute to the development and
dissemination of:

(1) Internal agency policies related to
conformity assessment issues; and

(2) Agency positions on conformity
assessment related issues that are in the
public interest.

(e) Work with other parts of the
agency to develop and implement
improvements in agency conformity
assessment activities.

(f) Participate in the Interagency
Committee on Standards Policy (ICSP)
as the agency representative and
member.

(g) Promote agency participation in
ICSP working groups related to
conformity assessment issues, as
needed.

(h) Encourage agency participation in
efforts related to the development of
voluntary consensus standards,
recommendations, and guidelines
related to conformity assessment
consistent with agency missions,
authorities, priorities, and resources.

(i) Establish an ongoing process for
reviewing the agency’s conformity
assessment programs and identify areas
where efficiencies can be achieved
through coordination within the agency
and among other agencies and private
sector conformity assessment activities.

Kevin A. Kimball,

Chief of Staff.

[FR Doc. 2020-18745 Filed 9-28-20; 8:45 am]
BILLING CODE 3510-13-P

DEPARTMENT OF HOUSING AND
URBAN DEVELOPMENT

24 CFR Part 75
[Docket No. FR-6085-N-04]

Section 3 Benchmarks for Creating
Economic Opportunities for Low- and
Very Low-Income Persons and Eligible
Businesses

AGENCY: Office of the Assistant Deputy
Secretary for Field Policy and
Management, HUD.

ACTION: Notification of benchmarks.

SUMMARY: Section 3 of the Housing and
Urban Development Act of 1968, as
amended by the Housing and

Community Development Act of 1992
(Section 3), contributes to the
establishment of stronger, more
sustainable communities by ensuring
that employment and other economic
opportunities generated by Federal
financial assistance for housing and
community development programs are,
to the greatest extent feasible, directed
toward low- and very low-income
persons, particularly those who are
recipients of government assistance for
housing. HUD is statutorily charged
with the authority and responsibility to
implement and enforce Section 3.
Elsewhere in this issue of the Federal
Register, HUD published a final rule
that would amend the Section 3
regulations to, among other things,
increase Section 3’s impact, and
streamline and update HUD’s reporting
and tracking requirements. The final
rule includes a requirement that HUD
set Section 3 benchmarks by publishing
a notification, subject to public
comment, in the Federal Register. If a
recipient complies with the statutory
priorities regarding effort and meets the
outcome benchmarks in this document,
HUD will presume the recipient is
following Section 3 requirements,
absent evidence to the contrary.

DATES: Effective Date. October 29, 2020.
FOR FURTHER INFORMATION CONTACT:
Alastair W. McFarlane, Director,
Economic Development and Public
Finance Division, Office of Policy
Development and Research, Department
of Housing and Urban Development,
451 7th Street SW, Room 8216,
Washington, DC 20410; telephone 202—
402-5845 (voice/TDD) (this is not a toll-
free number). Persons with hearing or
speech impairments may access this
number through TTY by calling the
Federal Relay Service, toll-free at, 800—
877-8339. General email inquiries
regarding Section 3 may be sent to:
section3@hud.gov.

SUPPLEMENTARY INFORMATION:

I. Background

Section 3 of the Housing and Urban
Development Act of 1968 (Pub. L. 90—
448, approved August 1, 1968) (Section
3) (12 U.S.C. 1701u) was enacted to
ensure, to the greatest extent feasible,
that economic opportunities generated
by certain HUD financial assistance
expenditures are directed to low- and
very low-income persons, particularly
those who receive Federal financial
assistance for housing and those
residing in communities where the
financial assistance is expended.

In accordance with statutory
authority, HUD is charged with the
responsibility to implement and enforce
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Section 3. HUD’s regulations
implementing the requirements of
Section 3 have not been updated since
1994 and are not as effective as HUD
believes they could be. Furthermore,
significant legislation has been enacted
that affects HUD programs that are
subject to Section 3 and that are not
adequately addressed in the current
Section 3 regulations. On April 4, 2019,
HUD proposed a rule to update the
Section 3 regulations. See 84 FR 13177.
The proposed rule incorporated a
change from tracking the number of
Section 3 qualified new hires in public
housing financial assistance and Section
3 projects, to tracking the total labor
hours worked. In connection with the
proposed rule, HUD issued a proposed
benchmark notification. See 84 FR
13199. The proposed benchmark
notification included a proposed
benchmark number and the
methodology for determining the
benchmarks.

Benchmarks

For public housing financial
assistance, the proposed benchmark
notification provided that PHAs and
other recipients would meet the safe
harbor in the new § 75.13 by certifying
to the prioritization of effort in the new
§ 75.9 and meeting or exceeding Section
3 benchmarks for total number of labor
hours worked by Section 3 workers and
by Targeted Section 3 workers. (See the
definitions of these two categories of
workers at the end of Section II of this
preamble, below.) The benchmark for
Section 3 workers was set at 25 percent
or more of the total number of labor
hours worked by all workers employed
with public housing financial assistance
in the PHA'’s or other recipient’s fiscal
year. The benchmark for Targeted
Section 3 workers was set at 5 percent
or more of the total number of labor
hours worked by all workers employed
with public housing financial assistance
in the PHA'’s or other recipient’s fiscal
year.

For Section 3 projects, the proposed
benchmark notification set the same
benchmarks but with regards to the
project itself rather than the recipient’s
fiscal year. The proposed benchmark
notification provided that recipients
would meet the safe harbor in the new
§ 75.23 by certifying to the prioritization
of effort in the new § 75.19 and meeting
or exceeding Section 3 benchmarks for
total number of labor hours worked by
Section 3 workers and by Targeted
Section 3 workers. The benchmark for
Section 3 workers was set at 25 percent
or more of the total number of labor
hours worked by all workers on a
Section 3 project. The benchmark for

Targeted Section 3 workers was set at 5
percent or more of the total number of
labor hours worked by all workers on a
Section 3 project.

Methodology

To determine these benchmarks, HUD
looked at the total hours worked on a
construction or development project,
the total number of workers that would
likely qualify as Section 3 workers, and
the potential pool of Targeted Section 3
workers. In order for the Section 3
employment goal to be attainable, HUD
determined a labor-hour threshold that
is congruent with the labor market for
low-income workers by examining the
lower end of the wage distribution of
the relevant industries. Based on the
wage distribution data for on-site
construction and building services,
HUD set the threshold for Section 3
labor hours at 25 percent of all labor
hours to encourage recipients,
subrecipients, contractors, and
subcontractors to hire more Section 3
workers for construction. For the
Targeted Section 3 benchmarks, HUD
estimated the number of residents of
public housing or Section 8-assisted
housing, of current YouthBuild
participants, and of workers employed
by Section 3 business concerns. HUD
also examined commuting times based
on U.S. Census data. Finally, HUD
reviewed Community Development
Block Grant program (CDBG) and HOME
Investment Partnerships Program
(HOME) projects to estimate the number
of potential Targeted Section 3 workers
available for Section 3 projects. Based
on these data, HUD determined that 5
percent of all labor hours, or, in other
words, 20 percent of the Section 3 labor
hour threshold, was a reasonable goal
for both public housing financial
assistance and for Section 3 projects.

HUD sought public comment on both
the proposed rule and benchmark
notification and received 187 public
comments, 163 public comments on the
proposed rule and 24 public comments
on the proposed benchmark
notification. Comments on the proposed
rule and notification covered both
content on the rule and the benchmark
numbers. Therefore, all public
comments received on both the
proposed rule and the proposed
benchmark notification are addressed in
HUD'’s Section 3 final rule.

II. Section 3 Final Rule

The Section 3 final rule creates new
Section 3 regulations in 24 CFR part 75;
the public can find the final rule issued
elsewhere in today’s Federal Register.
The Section 3 final rule aims to make
Section 3 goals and reporting more

meaningful and more aligned with
statutory requirements. The final rule,
consistent with HUD’s Section 3
proposed rule, includes new metrics for
compliance safe harbors and provides
that these benchmarks will be set by
notification in the Federal Register. The
final rule separates out the new
requirements and benchmarks by the
type of funding, as follows:

(1) Public housing program: Subpart
B, Additional Provisions for Public
Housing Financial Assistance, covers
development assistance provided
pursuant to section 5 of the U.S.
Housing Act of 1937 (1937 Act) and
Operating Fund and Capital Fund
assistance provided pursuant to section
9 of the 1937 Act, collectively; these are
defined as public housing financial
assistance in the proposed rule.

(2) Other HUD programs: Subpart C,
Additional Provisions for Section 3
Projects, covers housing rehabilitation,
housing construction, and other public
construction projects assisted under
HUD programs that provide housing and
community development financial
assistance when the amount of
assistance to the project exceeds a
threshold of $200,000, and is defined as
a Section 3 project. A $100,000 project
threshold applies to grants under HUD’s
Lead Hazard Control and Healthy
Homes programs.

As for new metrics, the final rule
provides, consistent with the Section 3
proposed rule, that HUD will establish
the Section 3 benchmarks, through a
Federal Register notification. The final
rule provides that HUD may establish a
single nationwide benchmark for work
performed by Section 3 workers and a
single nationwide benchmark for work
performed by Targeted Section 3
workers, or may establish multiple
benchmarks based on geography, the
type of public housing financial
assistance, or other variables. The final
rule also provides, in establishing the
benchmarks, that HUD may consider the
industry averages worked by specific
categories of workers or in different
localities or regions; prior Section 3
reports by recipients; and any other
factors HUD deems important. In
establishing the Section 3 benchmarks,
HUD would exclude professional
services, which would be defined as
non-construction services that require
an advanced degree or professional
licensing, including, but not limited to,
contracts for legal services, financial
consulting, accounting services,
environmental assessment, architectural
services, and civil engineering services.
Lastly, HUD commits to updating the
benchmarks no less frequently than
once every three years through notice,
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subject to public comment, in the
Federal Register.

HUD created the Section 3 worker and
Targeted Section 3 worker concepts so
that HUD could track and set
benchmarks to target selected categories
of workers and to recognize the
statutory requirements pertaining to
contracting opportunities for business
concerns employing low- and very-low
income persons.

In the final Section 3 rule, HUD
defines a Section 3 worker for both
public housing financial assistance and
Section 3 projects as a worker that meets
one of the following requirements:

e The worker’s income is below the
income limit established by HUD.

e The worker is employed by a
Section 3 business concern.

e The worker is a YouthBuild
participant.

HUD defines a Targeted Section 3
worker differently for public housing
financial assistance and Section 3
projects. For § 75.11, public housing
financial assistance, a Targeted Section
3 worker includes any worker who is
employed by a Section 3 business
concern or is a:

¢ Resident of public housing or
Section 8-assisted housing;

¢ Resident of another project
managed by the PHA that is expending
assistance; or

e YouthBuild participant.

For §75.21, Section 3 projects, a
Targeted Section 3 worker includes any
worker who is employed by a Section 3
business concern or is a Section 3
worker who is:

e Living within the service area or
neighborhood of the project; or

¢ A YouthBuild participant.

HUD defines a Section 3 business
concern as a business concern that
meets one of the following
requirements:

e It is at least 51 percent owned by
low- or very low-income persons;

e Over 75 percent of the labor hours
performed for the business are
performed by low- or very low-income
persons; or

e It is a business at least 51 percent
owned by current public housing
residents or residents who currently live
in Section 8-assisted housing.

For more information about the final
rule, HUD refers readers to the final rule
published elsewhere in this issue of the
Federal Register.

III. Section 3 Benchmarks

This document finalizes the
benchmarks with regards to labor hours
for both public housing financial
assistance and Section 3 projects
without changes from what was

included in the proposed benchmark
notification. In the final rule, HUD is
not adopting the new hires formula as
proposed as an alternative in the
proposed rule, so the new hires formula
is accordingly not reflected in this
document. HUD is finalizing the same
benchmarks for all public housing
financial assistance and Section 3
projects. The methodology in
determining the Section 3 benchmarks,
as discussed above in the Background
section, did not change from what was
described in the proposed benchmark
notification because the definitions of
Section 3 Workers, Targeted Section 3
Workers, and Section 3 Business
concerns provided in the proposed rule
and adopted in the Section 3 final rule
were not substantially different. Once
HUD has more data, it may determine
whether different benchmarks are
appropriate. Please see the above
summary in the Background section of
this document and the proposed
benchmark notification for more
information.

The following benchmarks apply to
recipients subject to Section 3 upon the
effective date in the Section 3 final rule:

Public Housing Financial Assistance

For meeting the safe harbor in § 75.13,
PHAs and other recipients that certify to
following the prioritization of effort in
§75.9 and meet or exceed the following
Section 3 benchmarks will be
considered to have complied with
requirements in proposed 24 CFR part
75, subpart B, in the absence of
evidence to the contrary:

(1) Twenty-five (25) percent or more
of the total number of labor hours
worked by all workers employed with
public housing financial assistance in
the PHA’s or other recipient’s fiscal year
are Section 3 workers;

Section 3 Labor Hours =25%

Total Labor Hours

and

(2) Five (5) percent or more of the
total number of labor hours worked by
all workers employed with public
housing financial assistance in the
PHA'’s or other recipient’s fiscal year are
Targeted Section 3 workers, as defined
at §75.11.

Targeted Section 3 Labor Hours = 5%

Total Labor Hours

Section 3 Project

For meeting the safe harbor in § 75.23,
recipients that certify to following the
prioritization in § 75.19 and meet or
exceed the following Section 3

benchmarks will be considered to have
complied with requirements in
proposed 24 CFR part 75, subpart C, in
the absence of evidence to the contrary:

(1) Twenty-five (25) percent or more
of the total number of labor hours
worked by all workers on a Section 3
project are Section 3 workers;

Targeted Section 3 Labor Hours =25%

Total Labor Hours

and

(2) Five (5) percent or more of the
total number of labor hours worked by
all workers on a Section 3 project are
Targeted Section 3 workers, as defined
at §75.21.

Targeted Section 3 Labor Hours =5%

Total Labor Hours
IV. Environmental Impact

This document involves the
establishment of new Section 3
benchmarks for creating economic
opportunities for low- and very low-
income persons and eligible businesses,
and does not direct, provide for
assistance or loan and mortgage
insurance for, or otherwise govern or
regulate, real property acquisition,
disposition, leasing, rehabilitation,
alteration, demolition, or new
construction; or establish, revise, or
provide for standards for construction or
construction materials, manufactured
housing, or occupancy. Accordingly,
under 24 CFR 50.19(c)(1), this document
is categorically excluded from
environmental review under the
National Environmental Policy Act of
1969 (42 U.S.C. 4321).

Benjamin S. Carson, Sr.,

Secretary.

[FR Doc. 2020-19183 Filed 9-28-20; 8:45 am]|
BILLING CODE 4210-67-P

DEPARTMENT OF THE TREASURY

Internal Revenue Service

26 CFR Part 1
[TD 9901]
RIN 1545-B0O55

Deduction for Foreign-Derived
Intangible Income and Global
Intangible Low-Taxed Income;
Correcting Amendment

AGENCY: Internal Revenue Service (IRS),
Treasury.

ACTION: Correcting amendments.
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PART 75 - ECONOMIC OPPORTUNITIES FOR LOW- AND VERY LOW-INCOME PERSONS

Authority: 12 U.S.C. 1701u; 42 U.S.C. 3535(d).

Source: 85FR 61562, Sept. 29, 2020, unless otherwise noted.

Subpart A - General Provisions



§ 75.1 Purpose.

This part establishes the requirements to be followed to ensure the objectives of Section 3 of the Housing and Urban Development Act of 1968 (12
U.S.C. 1701u) (Section 3) are met. The purpose of Section 3 is to ensure that economic opportunities, most importantly employment, generated by
certain HUD financial assistance shall be directed to low- and very low-income persons, particularly those who are recipients of government
assistance for housing or residents of the community in which the Federal assistance is spent.

§ 75.3 Applicability.

(a) General applicability. Section 3 applies to public housing financial assistance and Section 3 projects, as follows:

(1) Public housing financial assistance. Public housing financial assistance means:

()
(i)
(iii)
(iv)

Development assistance provided pursuant to section 5 of the United States Housing Act of 1937 (the 1937 Act);
Operations and management assistance provided pursuant to section 9(e) of the 1937 Act;
Development, modernization, and management assistance provided pursuant to section 9(d) of the 1937 Act; and

The entirety of a mixed-finance development project as described in 24 CFR 905.604, regardless of whether the project is fully
or partially assisted with public housing financial assistance as defined in paragraphs (a)(1)(i) through (jii) of this section.

(2) Section 3 projects.

()

(ii)

(iii)

Section 3 projects means housing rehabilitation, housing construction, and other public construction projects assisted under
HUD programs that provide housing and community development financial assistance when the total amount of assistance to
the project exceeds a threshold of $200,000. The threshold is $100,000 where the assistance is from the Lead Hazard Control
and Healthy Homes programs, as authorized by Sections 501 or 502 of the Housing and Urban Development Act of 1970 (12
U.S.C. 1701z-1 or 1701z-2), the Lead-Based Paint Poisoning Prevention Act (42 U.S.C 4801 et seq.); and the Residential Lead-
Based Paint Hazard Reduction Act of 1992 (42 U.S.C. 4851 et seq.). The project is the site or sites together with any building(s)
and improvements located on the site(s) that are under common ownership, management, and financing.

The Secretary must update the thresholds provided in paragraph (a)(2)(i) of this section not less than once every 5 years based
on a national construction cost inflation factor through FeoeraL RecisTer notice not subject to public comment. When the
Secretary finds it is warranted to ensure compliance with Section 3, the Secretary may adjust, regardless of the national
construction cost factor, such thresholds through FeperaL Recister notice, subject to public comment.

The requirements in this part apply to an entire Section 3 project, regardless of whether the project is fully or partially assisted
under HUD programs that provide housing and community development financial assistance.

(b) Contracts for materials. Section 3 requirements do not apply to material supply contracts.

(c) Indian and Tribal preferences. Contracts, subcontracts, grants, or subgrants subject to Section 7(b) of the Indian Self-Determination and
Education Assistance Act (25 U.S.C. 5307(b)) or subject to tribal preference requirements as authorized under 101(k) of the Native
American Housing Assistance and Self-Determination Act (25 U.S.C. 4111(k)) must provide preferences in employment, training, and
business opportunities to Indians and Indian organizations, and are therefore not subject to the requirements of this part.

(d) Other HUD assistance and other Federal assistance. Recipients that are not subject to Section 3 are encouraged to consider ways to
support the purpose of Section 3.



§ 75.5 Definitions.

The terms HUD, Public housing, and Public Housing Agency (PHA) are defined in 24 CFR part 5. The following definitions also apply to this part:
1937 Act means the United States Housing Act of 1937, 42 U.S.C. 1437 et seq.

Contractor means any entity entering into a contract with:

(1) Arecipient to perform work in connection with the expenditure of public housing financial assistance or for work in connection with a
Section 3 project; or

(2) A subrecipient for work in connection with a Section 3 project.

Labor hours means the number of paid hours worked by persons on a Section 3 project or by persons employed with funds that include public
housing financial assistance.

Low-income person means a person as defined in Section 3(b)(2) of the 1937 Act.

Material supply contracts means contracts for the purchase of products and materials, including, but not limited to, lumber, drywall, wiring,
concrete, pipes, toilets, sinks, carpets, and office supplies.

Professional services means non-construction services that require an advanced degree or professional licensing, including, but not limited to,
contracts for legal services, financial consulting, accounting services, environmental assessment, architectural services, and civil engineering
services.

Public housing financial assistance means assistance as defined in § 75.3(a)(1).
Public housing project is defined in 24 CFR 905.108.

Recipient means any entity that receives directly from HUD public housing financial assistance or housing and community development assistance
that funds Section 3 projects, including, but not limited to, any State, local government, instrumentality, PHA, or other public agency, public or
private nonprofit organization.

Section 3 means Section 3 of the Housing and Urban Development Act of 1968, as amended (12 U.S.C. 1701u).

Section 3 business concern means:
(1) A business concern meeting at least one of the following criteria, documented within the last six-month period:
(i) Itis atleast 51 percent owned and controlled by low- or very low-income persons;

(ii) Over 75 percent of the labor hours performed for the business over the prior three-month period are performed by Section 3
workers; or

(iii) Itis a business at least 51 percent owned and controlled by current public housing residents or residents who currently live in
Section 8-assisted housing.

(2) The status of a Section 3 business concern shall not be negatively affected by a prior arrest or conviction of its owner(s) or employees.



(3) Nothing in this part shall be construed to require the contracting or subcontracting of a Section 3 business concern. Section 3 business
concerns are not exempt from meeting the specifications of the contract.

Section 3 project means a project defined in § 75.3(a)(2).

Section 3 worker means:
(1) Any worker who currently fits or when hired within the past five years fit at least one of the following categories, as documented:
(i) The worker's income for the previous or annualized calendar year is below the income limit established by HUD.
(i) The worker is employed by a Section 3 business concern.
(iiiy The worker is a YouthBuild participant.
(2) The status of a Section 3 worker shall not be negatively affected by a prior arrest or conviction.

(3) Nothing in this part shall be construed to require the employment of someone who meets this definition of a Section 3 worker. Section 3
workers are not exempt from meeting the qualifications of the position to be filled.

Section 8-assisted housing refers to housing receiving project-based rental assistance or tenant-based assistance under Section 8 of the 1937 Act.
Service area or the neighborhood of the project means an area within one mile of the Section 3 project or, if fewer than 5,000 people live within one

mile of a Section 3 project, within a circle centered on the Section 3 project that is sufficient to encompass a population of 5,000 people according

to the most recent U.S. Census.

Small PHA means a public housing authority that manages or operates fewer than 250 public housing units.

Subcontractor means any entity that has a contract with a contractor to undertake a portion of the contractor's obligation to perform work in
connection with the expenditure of public housing financial assistance or for a Section 3 project.

Subrecipient has the meaning provided in the applicable program regulations or in 2 CFR 200.93.

Targeted Section 3 worker has the meanings provided in §§ 75.11, 75.21, or 75.29, and does not exclude an individual that has a prior arrest or
conviction.

Very low-income person means the definition for this term set forth in section 3(b)(2) of the 1937 Act.

YouthBuild programs refers to YouthBuild programs receiving assistance under the Workforce Innovation and Opportunity Act (29 U.S.C. 3226).

§ 75.7 Requirements applicable to HUD NOFAs for Section 3 covered programs.

All notices of funding availability (NOFAs) issued by HUD that announce the availability of funding covered by § 75.3 will include notice that this
part is applicable to the funding and may include, as appropriate for the specific NOFA, points or bonus points for the quality of Section 3 plans.

Subpart B - Additional Provisions for Public Housing Financial Assistance



§ 75.9 Requirements.
(a) Employment and training.

(1) Consistent with existing Federal, state, and local laws and regulations, PHAs or other recipients receiving public housing financial
assistance, and their contractors and subcontractors, must make their best efforts to provide employment and training
opportunities generated by the public housing financial assistance to Section 3 workers.

(2) PHAs or other recipients, and their contractors and subcontractors, must make their best efforts described in paragraph (a)(1) of
this section in the following order of priority:

(i) To residents of the public housing projects for which the public housing financial assistance is expended;

(ii) To residents of other public housing projects managed by the PHA that is providing the assistance or for residents of Section
8-assisted housing managed by the PHA,

(iii) To participants in YouthBuild programs; and

(iv) To low- and very low-income persons residing within the metropolitan area (or nonmetropolitan county) in which the
assistance is expended.

(b) Contracting.

(1) Consistent with existing Federal, state, and local laws and regulations, PHAs and other recipients of public housing financial
assistance, and their contractors and subcontractors, must make their best efforts to award contracts and subcontracts to
business concerns that provide economic opportunities to Section 3 workers.

(2) PHAs and other recipients, and their contractors and subcontractors, must make their best efforts described in paragraph (b)(1) of
this section in the following order of priority:

(i) To Section 3 business concerns that provide economic opportunities for residents of the public housing projects for which the
assistance is provided;

(ii) To Section 3 business concerns that provide economic opportunities for residents of other public housing projects or Section-
8 assisted housing managed by the PHA that is providing the assistance;

(iii) To YouthBuild programs; and

(iv) To Section 3 business concerns that provide economic opportunities to Section 3 workers residing within the metropolitan
area (or nonmetropolitan county) in which the assistance is provided.

§ 75.11 Targeted Section 3 worker for public housing financial assistance.
(a) Targeted Section 3 worker. A Targeted Section 3 worker for public housing financial assistance means a Section 3 worker who is:
(1) A worker employed by a Section 3 business concern; or

(2) A worker who currently fits or when hired fit at least one of the following categories, as documented within the past five years:

(i) A resident of public housing or Section 8-assisted housing;

(ii) A resident of other public housing projects or Section 8-assisted housing managed by the PHA that is providing the assistance;
or



(iii) A YouthBuild participant.
(b) [Reserved]

§ 75.13 Section 3 safe harbor.

(a) General. PHAs and other recipients will be considered to have complied with requirements in this part, in the absence of evidence to the
contrary, if they:

(1) Certify that they have followed the prioritization of effort in § 75.9; and
(2) Meet or exceed the applicable Section 3 benchmarks as described in paragraph (b) of this section.
(b) Establishing benchmarks.

(1) HUD will establish Section 3 benchmarks for Section 3 workers or Targeted Section 3 workers or both through a document
published in the FeperaL RecisTer. HUD may establish a single nationwide benchmark for Section 3 workers and a single nationwide
benchmark for Targeted Section 3 workers, or may establish multiple benchmarks based on geography, the type of public housing
financial assistance, or other variables. HUD will update the benchmarks through a document published in the FeperaL RecisTER,
subject to public comment, not less frequently than once every 3 years. Such notice shall include aggregate data on labor hours and
the proportion of PHAs and other recipients meeting benchmarks, as well as other metrics reported pursuant to § 75.15 as deemed
appropriate by HUD, for the 3 most recent reporting years.

(2) In establishing the Section 3 benchmarks, HUD may consider the industry averages for labor hours worked by specific categories of
workers or in different localities or regions; averages for labor hours worked by Section 3 workers and Targeted Section 3 workers
as reported by recipients pursuant to this section; and any other factors HUD deems important. In establishing the Section 3
benchmarks, HUD will exclude professional services from the total number of labor hours as such hours are excluded from the total
number of labor hours to be reported per § 75.15(a)(4).

(3) Section 3 benchmarks will consist of the following two ratios:

(i) The number of labor hours worked by Section 3 workers divided by the total number of labor hours worked by all workers
funded by public housing financial assistance in the PHA's or other recipient's fiscal year.

(i) The number of labor hours worked by Targeted Section 3 workers, as defined in § 75.11(a), divided by the total number of labor
hours worked by all workers funded by public housing financial assistance in the PHA's or other recipient's fiscal year.

§ 75.15 Reporting.

(a) Reporting of labor hours.
(1) For public housing financial assistance, PHAs and other recipients must report in a manner prescribed by HUD:
(i) The total number of labor hours worked;
(i) The total number of labor hours worked by Section 3 workers; and
(iii) The total number of labor hours worked by Targeted Section 3 workers.

(2) Section 3 workers' and Targeted Section 3 workers' labor hours may be counted for five years from when their status as a Section 3
worker or Targeted Section 3 worker is established pursuant to § 75.31.



(3) The labor hours reported under paragraph (a)(1) of this section must include the total number of labor hours worked with public
housing financial assistance in the fiscal year of the PHA or other recipient, including labor hours worked by any contractors and
subcontractors that the PHA or other recipient is required, or elects pursuant to paragraph (a)(4) of this section, to report.

(4) PHAs and other recipients reporting under this section, as well as contractors and subcontractors who report to PHAs and
recipients, may report labor hours by Section 3 workers, under paragraph (a)(1)(ii) of this section, and labor hours by Targeted
Section 3 workers, under paragraph (a)(1)(iii) of this section, from professional services without including labor hours from
professional services in the total number of labor hours worked under paragraph (a)(1)(i) of this section. If a contract covers both
professional services and other work and the PHA, other recipient, contractor, or subcontractor chooses not to report labor hours
from professional services, the labor hours under the contract that are not from professional services must still be reported.

(5) PHAs and other recipients may report on the labor hours of the PHA, the recipient, a contractor, or a subcontractor based on the
employer's good faith assessment of the labor hours of a full-time or part-time employee informed by the employer's existing salary
or time and attendance based payroll systems, unless the project or activity is otherwise subject to requirements specifying time
and attendance reporting.

(b) Additional reporting if Section 3 benchmarks are not met. If the PHA's or other recipient's reporting under paragraph (a) of this section
indicates that the PHA or other recipient has not met the Section 3 benchmarks described in § 75.13, the PHA or other recipient must
report in a form prescribed by HUD on the qualitative nature of its Section 3 compliance activities and those of its contractors and
subcontractors. Such qualitative efforts may, for example, include but are not limited to the following:

) Engaged in outreach efforts to generate job applicants who are Targeted Section 3 workers.

~

Provided training or apprenticeship opportunities.

~

(1
(2
(3) Provided technical assistance to help Section 3 workers compete for jobs (e.g., resume assistance, coaching).

(4) Provided or connected Section 3 workers with assistance in seeking employment including: drafting resumes, preparing for
interviews, and finding job opportunities connecting residents to job placement services.

(5) Held one or more job fairs.

(6) Provided or referred Section 3 workers to services supporting work readiness and retention (e.g., work readiness activities, interview
clothing, test fees, transportation, child care).

(7) Provided assistance to apply for/or attend community college, a four-year educational institution, or vocational/technical training.
(8) Assisted Section 3 workers to obtain financial literacy training and/or coaching.

(9) Engaged in outreach efforts to identify and secure bids from Section 3 business concerns.

10) Provided technical assistance to help Section 3 business concerns understand and bid on contracts.

11) Divided contracts into smaller jobs to facilitate participation by Section 3 business concerns.

2) Provided bonding assistance, guaranties, or other efforts to support viable bids from Section 3 business concerns.

3) Promoted use of business registries designed to create opportunities for disadvantaged and small businesses.
4

) Outreach, engagement, or referrals with the state one-stop system as defined in Section 121(e)(2) of the Workforce Innovation and
Opportunity Act.



(c) Reporting frequency. Unless otherwise provided, PHAs or other recipients must report annually to HUD under paragraph (a) of this

section, and, where required, under paragraph (b) of this section, in a manner consistent with reporting requirements for the applicable
HUD program.

(d) Reporting by Small PHAs. Small PHAs may elect not to report under paragraph (a) of this section. Small PHAs that make such election

are required to report on their qualitative efforts, as described in paragraph (b) of this section, in a manner consistent with reporting
requirements for the applicable HUD program.

§ 75.17 Contract provisions.

(a) PHAs or other recipients must include language in any agreement or contract to apply Section 3 to contractors.
(b)

PHAs or other recipients must require contractors to include language in any contract or agreement to apply Section 3 to subcontractors.

(c) PHAs or other recipients must require all contractors and subcontractors to meet the requirements of § 75.9, regardless of whether
Section 3 language is included in contracts.

Subpart C - Additional Provisions for Housing and Community Development Financial
Assistance

§ 75.19 Requirements.
(a) Employment and training.

(1) To the greatest extent feasible, and consistent with existing Federal, state, and local laws and regulations, recipients covered by this
subpart shall ensure that employment and training opportunities arising in connection with Section 3 projects are provided to
Section 3 workers within the metropolitan area (or nonmetropolitan county) in which the project is located.

(2) Where feasible, priority for opportunities and training described in paragraph (a)(1) of this section should be given to:
(i) Section 3 workers residing within the service area or the neighborhood of the project, and
(ii) Participants in YouthBuild programs.
(b) Contracting.
(1) To the greatest extent feasible, and consistent with existing Federal, state, and local laws and regulations, recipients covered by this

subpart shall ensure contracts for work awarded in connection with Section 3 projects are provided to business concerns that

provide economic opportunities to Section 3 workers residing within the metropolitan area (or nonmetropolitan county) in which the
project is located.

(2) Where feasible, priority for contracting opportunities described in paragraph (b)(1) of this section should be given to:

(i) Section 3 business concerns that provide economic opportunities to Section 3 workers residing within the service area or the
neighborhood of the project, and

(ii) YouthBuild programs.

§ 75.21 Targeted Section 3 worker for housing and community development financial assistance.



(a) Targeted Section 3 worker. A Targeted Section 3 worker for housing and community development financial assistance means a Section 3
worker who is:

(1) A worker employed by a Section 3 business concern; or
(2) A worker who currently fits or when hired fit at least one of the following categories, as documented within the past five years:
(i) Living within the service area or the neighborhood of the project, as defined in § 75.5; or
(ii) A YouthBuild participant.
(b) [Reserved]

§ 75.23 Section 3 safe harbor.

(a) General. Recipients will be considered to have complied with requirements in this part, in the absence of evidence to the contrary if they:

(1) Certify that they have followed the prioritization of effort in § 75.19; and

(2) Meet or exceed the applicable Section 3 benchmark as described in paragraph (b) of this section.

(b) Establishing benchmarks.

(1) HUD will establish Section 3 benchmarks for Section 3 workers or Targeted Section 3 workers or both through a document
published in the FeperaL RecisTer. HUD may establish a single nationwide benchmark for Section 3 workers and a single nationwide
benchmark for Targeted Section 3 workers, or may establish multiple benchmarks based on geography, the nature of the Section 3
project, or other variables. HUD will update the benchmarks through a document published in the FeperaL RecisTER, Subject to public
comment, not less frequently than once every 3 years. Such notice shall include aggregate data on labor hours and the proportion

of recipients meeting benchmarks, as well as other metrics reported pursuant to § 75.25 as deemed appropriate by HUD, for the 3
most recent reporting years.

(2) Inestablishing the Section 3 benchmarks, HUD may consider the industry averages for labor hours worked by specific categories of
workers or in different localities or regions; averages for labor hours worked by Section 3 workers and Targeted Section 3 workers
as reported by recipients pursuant to this section; and any other factors HUD deems important. In establishing the Section 3
benchmarks, HUD will exclude professional services from the total number of labor hours as such hours are excluded from the total
number of labor hours to be reported per § 75.25(a)(4).

(3) Section 3 benchmarks will consist of the following two ratios:

(i) The number of labor hours worked by Section 3 workers divided by the total number of labor hours worked by all workers on a
Section 3 project in the recipient's program year.

(i) The number of labor hours worked by Targeted Section 3 workers as defined in § 75.21(a), divided by the total number of labor
hours worked by all workers on a Section 3 project in the recipient's program year.
§ 75.25 Reporting.

(a) Reporting of labor hours.

(1) For Section 3 projects, recipients must report in a manner prescribed by HUD:



(i) The total number of labor hours worked;
(ii) The total number of labor hours worked by Section 3 workers; and
(iii) The total number of labor hours worked by Targeted Section 3 workers.

Section 3 workers' and Targeted Section 3 workers' labor hours may be counted for five years from when their status as a Section 3
worker or Targeted Section 3 worker is established pursuant to § 75.31.

The labor hours reported under paragraph (a)(1) of this section must include the total number of labor hours worked on a Section 3
project, including labor hours worked by any subrecipients, contractors and subcontractors that the recipient is required, or elects
pursuant to paragraph (a)(4) of this section, to report.

Recipients reporting under this section, as well as subrecipients, contractors and subcontractors who report to recipients, may
report labor hours by Section 3 workers, under paragraph (a)(1)(ii) of this section, and labor hours by Targeted Section 3 workers,
under paragraph (a)(1)(iii) of this section, from professional services without including labor hours from professional services in the
total number of labor hours worked under paragraph (a)(1)(i) of this section. If a contract covers both professional services and
other work and the recipient or contractor or subcontractor chooses not to report labor hours from professional services, the labor
hours under the contract that are not from professional services must still be reported.

Recipients may report their own labor hours or that of a subrecipient, contractor, or subcontractor based on the employer's good
faith assessment of the labor hours of a full-time or part-time employee informed by the employer's existing salary or time and
attendance based payroll systems, unless the project or activity is otherwise subject to requirements specifying time and
attendance reporting.

(b) Additional reporting if Section 3 benchmarks are not met. If the recipient's reporting under paragraph (a) of this section indicates that the
recipient has not met the Section 3 benchmarks described in § 75.23, the recipient must report in a form prescribed by HUD on the
qualitative nature of its activities and those its contractors and subcontractors pursued. Such qualitative efforts may, for example,
include but are not limited to the following:

7)
@)
9
(10)
()

Engaged in outreach efforts to generate job applicants who are Targeted Section 3 workers.
Provided training or apprenticeship opportunities.
Provided technical assistance to help Section 3 workers compete for jobs (e.g., resume assistance, coaching).

Provided or connected Section 3 workers with assistance in seeking employment including: drafting resumes, preparing for
interviews, and finding job opportunities connecting residents to job placement services.

Held one or more job fairs.

Provided or referred Section 3 workers to services supporting work readiness and retention (e.g., work readiness activities, interview
clothing, test fees, transportation, child care).

Provided assistance to apply for/or attend community college, a four-year educational institution, or vocational/technical training.
Assisted Section 3 workers to obtain financial literacy training and/or coaching.

Engaged in outreach efforts to identify and secure bids from Section 3 business concerns.

Provided technical assistance to help Section 3 business concerns understand and bid on contracts.

Divided contracts into smaller jobs to facilitate participation by Section 3 business concerns.



(12) Provided bonding assistance, guaranties, or other efforts to support viable bids from Section 3 business concerns.
(13) Promoted use of business registries designed to create opportunities for disadvantaged and small businesses.

(14) Outreach, engagement, or referrals with the state one-stop system as defined in Section 121(e)(2) of the Workforce Innovation and
Opportunity Act.

Reporting frequency. Unless otherwise provided, recipients must report annually to HUD under paragraph (a) of this section, and, where

required, under paragraph (b) of this section, on all projects completed within the reporting year in a manner consistent with reporting
requirements for the applicable HUD program.

§ 75.27 Contract provisions.

(@)
(b)

Recipients must include language applying Section 3 requirements in any subrecipient agreement or contract for a Section 3 project.

Recipients of Section 3 funding must require subrecipients, contractors, and subcontractors to meet the requirements of § 75.19,

regardless of whether Section 3 language is included in recipient or subrecipient agreements, program regulatory agreements, or
contracts.

Subpart D - Provisions for Multiple Funding Sources, Recordkeeping, and Compliance

§ 75.29 Multiple funding sources.

(a)

(b)

If a housing rehabilitation, housing construction or other public construction project is subject to Section 3 pursuant to § 75.3(a)(1) and
(2), the recipient must follow subpart B of this part for the public housing financial assistance and may follow either subpart B or C of
this part for the housing and community development financial assistance. For such a project, the following applies:

(1) For housing and community development financial assistance, a Targeted Section 3 worker is any worker who meets the definition
of a Targeted Section 3 worker in either subpart B or C of this part; and

(2) The recipients of both sources of funding shall report on the housing rehabilitation, housing construction, or other public

construction project as a whole and shall identify the multiple associated recipients. PHAs and other recipients must report the
following information:

(i) The total number of labor hours worked on the project;
(ii) The total number of labor hours worked by Section 3 workers on the project; and
(iii) The total number of labor hours worked by Targeted Section 3 workers on the project.

If a housing rehabilitation, housing construction, or other public construction project is subject to Section 3 because the project is
assisted with funding from multiple sources of housing and community development assistance that exceed the thresholds in § 75.3(a)

(2), the recipient or recipients must follow subpart C of this part, and must report to the applicable HUD program office, as prescribed by
HUD.

§ 75.31 Recordkeeping.



(a) HUD shall have access to all records, reports, and other documents or items of the recipient that are maintained to demonstrate
compliance with the requirements of this part, or that are maintained in accordance with the regulations governing the specific HUD

program by which the Section 3 project is governed, or the public housing financial assistance is provided or otherwise made available to
the recipient, subrecipient, contractor, or subcontractor.

(b) Recipients must maintain documentation, or ensure that a subrecipient, contractor, or subcontractor that employs the worker maintains

documentation, to ensure that workers meet the definition of a Section 3 worker or Targeted Section 3 worker, at the time of hire or the
first reporting period, as follows:

(1) For a worker to qualify as a Section 3 worker, one of the following must be maintained:
(i) A worker's self-certification that their income is below the income limit from the prior calendar year;
(ii) A worker's self-certification of participation in a means-tested program such as public housing or Section 8-assisted housing;

(iii) Certification from a PHA, or the owner or property manager of project-based Section 8-assisted housing, or the administrator
of tenant-based Section 8-assisted housing that the worker is a participant in one of their programs;

(iv) An employer's certification that the worker's income from that employer is below the income limit when based on an
employer's calculation of what the worker's wage rate would translate to if annualized on a full-time basis; or

(v) Anemployer's certification that the worker is employed by a Section 3 business concern.
(2) For a worker to qualify as a Targeted Section 3 worker, one of the following must be maintained:
(i) For a worker to qualify as a Targeted Section 3 worker under subpart B of this part:
(A) A worker's self-certification of participation in public housing or Section 8-assisted housing programs;

(B) Certification from a PHA, or the owner or property manager of project-based Section 8-assisted housing, or the
administrator of tenant-based Section 8-assisted housing that the worker is a participant in one of their programs;

(C) Anemployer's certification that the worker is employed by a Section 3 business concern; or
(D) A worker's certification that the worker is a YouthBuild participant.

ii) Foraworker to qualify as a Targeted Section 3 worker under subpart C of this part:

(i) F ker t lif Targeted Section 3 work d bpart C of thi t

(A) An employer's confirmation that a worker's residence is within one mile of the work site or, if fewer than 5,000 people live
within one mile of a work site, within a circle centered on the work site that is sufficient to encompass a population of
5,000 people according to the most recent U.S. Census;

(B) An employer's certification that the worker is employed by a Section 3 business concern; or
(C) A worker's self-certification that the worker is a YouthBuild participant.

(c) The documentation described in paragraph (b) of this section must be maintained for the time period required for record retentions in
accordance with applicable program regulations or, in the absence of applicable program regulations, in accordance with 2 CFR part 200.

(d) A PHA or recipient may report on Section 3 workers and Targeted Section 3 workers for five years from when their certification as a
Section 3 worker or Targeted Section 3 worker is established.

§ 75.33 Compliance.



(a) Records of compliance. Each recipient shall maintain adequate records demonstrating compliance with this part, consistent with other
recordkeeping requirements in 2 CFR part 200.

(b) Complaints. Complaints alleging failure of compliance with this part may be reported to the HUD program office responsible for the
public housing financial assistance or the Section 3 project, or to the local HUD field office.

(¢) Monitoring. HUD will monitor compliance with the requirements of this part. The applicable HUD program office will determine

appropriate methods by which to oversee Section 3 compliance. HUD may impose appropriate remedies and sanctions in accordance
with the laws and regulations for the program under which the violation was found.



Georgia Department of Community Affairs
Mandatory Section 3 Solicitation Package

This mandatory solicitation package has been developed in accordance with DCA’s Section 3 Policy for
Covered HUD Funded Activities. DCA encourages all recipients, sub-recipients, contractors, and sub-
contractors to review this policy prior to completion of the solicitation package. For those awards that
meet the applicable Section 3 thresholds, this package must be returned in accordance  with the
applicable instructions to the contracting entity prior to award or at the time of submission of a
bid/proposal in order to claim a Section 3 preference. The Section 3 Clause, required forms, and
instructions are included in this package. All Recipients and Sub-recipients of Section 3 covered
Assistance (including but not limited to contractors, sub-contractors, developers, grantees, CHDOs, non-
profits, and local government entities) are subject to compliance with regulations in 2 Part 75.

Additional provisions for Housing and Community Development Financial Assistance.

§75.19 Requirements.
(a) Employment and training.

(1) To the greatest extent feasible and consistent with existing federal state and local laws and
regulations recipients covered by this subpart shall ensure that employment and training
opportunities arising in connection with Section 3 projects are provided to Section 3 workers
within the metropolitan area (or nonmetropolitan county) in which the project is located.

(2) Where feasible priority for opportunities and training described in paragraph (a)(l) of this section
should be given to:
(i) Section 3 workers residing within the service area or the neighborhood of the
project and
(ii) Participants in YouthBuild programs.

(b) Contracting

(1) To the greatest extent feasible and consistent with existing, Federal, state, and local laws and
regulations recipients covered by this subpart shall ensure contracts for work awarded in
connection with Section 3 projects are provided to business concerns that provide economic
opportunities to Section 3 workers residing within the metropolitan area (or nonmetropolitan
county) in which the project is located.

(2) Where feasible, priority for contracting opportunities described in paragraph (b)(l) of this section
should be given to:

(i) Section 3 business concerns that provide economic opportunities to Section 3 workers
residing within the service area or the neighborhood of the project, and

(ii)  YouthBuild programs.

Any bid/proposal claiming a preference must include the completed and signed Section 3 Self-
Certification and Action Plan and the Section 3 Business Concern Self Certification and be
submitted by the bid/proposal deadline.

The following Section 3 forms must be completed and returned prior to contract execution:
e Section 3 Self Certification and Action Plan
e Previous Section 3 Compliance Certification
e Assurance of Compliance Certification

Additionally, if the contractor is claiming certification as a 51% owned by low or very low-income
residents or is certifying as a 75% workforce the Resident Self-Certification and Skills Data Form must
be returned for all employees who meet the low- or very low-income requirement as well as the
appropriate Section 3 Business Certification.



Section 3 Solicitation Overview and Instructions for

Contractors

The DCA Section 3 Policy requires that, when the Section 3 requlation is triggered, every
effort within the contractor’s disposal must be made, to the greatest extent feasible, to offer all
available employment and contracting opportunities to Section 3 residents and Section 3
businesses based on the compliance methods below.

All Contracts and All Contractors must meet Section 3 compliance by:

A

Giving notice of any and all opportunities for employment and contracting to residents of
the local Public Housing Authority (PHA), and other low and very low income area
residents and businesses, by posting the opportunity in community sources generally
available to low income residents and the general public. Exercising a minimum of
three (3) of the following listed sources must be completed prior to offering employment
to anyone not covered by Section 3 requirements:

The local community newspaper

The most widely distributed newspaper

Company or agency website

The management office of the local housing authority/homeless service
agency/local low income housing community

Local Workforce Board (i.e., Department of Labor)

Local office of the Georgia Division of Family and Children Services
Dodge Room http://www.construction.com/dodge/dodge.asp

Other locations as approved by DCA

N =

©NO O

The recipient, sub-recipient or contractor must check the HUD Section 3 Business
Registry to determine if there are any Section 3 businesses in the County where the
work will be performed. If there are Section 3 businesses in the County that may be able
to perform the work, the recipient, sub-recipient or contractor must provide a copy of the
contracting opportunity(ies) (e.g., bid notices) to the Section 3 businesses. See the HUD
Section 3 Business Registry at: https://hudapps.hud.gov/OpportunityPortal/.

. Clearly stating in notices that the position is a “Section 3 covered position under the

HUD Act of 1968 and that Section 3 Residents and Business Concerns are encouraged
to apply.”

. Placing the Section 3 Clause provided in Appendix A in ALL solicitations.

. When possible, other activities may be done to demonstrate effort to comply with the

Safe Harbor Limits. These other efforts are listed in the appendix to part 75 of the Code
of Federal Regulations—24 CFR Part 75 and include:

Engaged in outreach efforts to generate job applicants who are Targeted Section 3 workers.

1) Provided training or apprenticeship opportunities.
2) Provided technical assistance to help Section 3 workers compete for jobs (e.g.,
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resume assistance, coaching).
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3) Provided or connected Section 3 workers with assistance in seeking employment
including: drafting resumes, preparing for interviews, and finding job opportunities

connecting residents to job placement services.
4) Held one or more job fairs.

5) Provided or referred Section 3 workers to services supporting work readiness

and retention (e.g., work readiness activities, interview clothing, test fees,

transportation, childcare).

6) Provided assistance to apply for/or attend community college, a four-year

educational institution, or vocational/technical training.

7) Assisted Section 3 workers to obtain financial literacy training and/or coaching.
8) Engaged in outreach efforts to identify and secure bids from Section 3 business

concerns.

9) Provided technical assistance to help Section 3 business concerns understand

and bid on contracts.

10) Divided contracts into smaller jobs to facilitate participation by Section 3 business

concerns.

11) Provided bonding assistance, guaranties, or other efforts to support viable bids

from Section 3 business concerns.

12) Promoted use of business registries designed to create opportunities for

disadvantaged and small businesses.

13) Outreach, engagement, or referrals with the state one-stop system as defined in

Section 121(e)(2) of the Workforce Innovation and Opportunity Act

F. Linking residents or businesses to local resources that may be available to
help prepare them for applying for and achieving the opportunity.

G. Working with DCA, the recipient, sub-recipient or contractor as applicable in
developing a communication and follow up process to track and report all
Section 3 applications and hiring activities to ensure the reporting of
compliance efforts, and that contracting and sub- contracting are accurate.
Provide preference in hiring and contracting to Section 3 applicants and
contractors when employment or contracting opportunities are offered and all
requirements are met and remain equal. Contractors must:

1. Provide this package to all sub-contractors when soliciting bids for all
contracts or sub- contracts;
2. Meet all the same processes in A-E; and

3. Provide Preference to all sub-contractors meeting the definitions as
stated in Section VI of DCA’s Section 3 Policy for Covered HUD Funded
Activities.

H. In order for Preference as a Section 3 Contractor to be factored into the
award decision, all elements of the solicitation criteria must be equal between
contracts. This means price and all other factors must be equal. Then the
contractors that elect Preference on the Certification and Action Plan form
that meet that Preference criterion will be provided Preference in the award
of the contract as provided in Part VI., Preferences and Eligibility of DCA’s
Section 3 Policy for Covered HUD Funded Activities.

Example:

DCA Mandatory Section 3 Solicitation Package June 2022
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Bill's electrical and Sue’s Electrical bid a job where the housing authority has a budget of
$500,000. Bill bids $480,000 and elects a Preference as a Section business concern
because he qualifies as a Section 3 Business concern. Sue bids $450,000 but does not
elect any Preference. Both companies met all the other requirements. Sue will be
awarded the contract because Bill’s bid was higher.

Important items to remember about receiving Preferences in contract award:

All contractors and/or subcontractors that elect a Preference and are
awarded a contract must be in compliance prior to the issuance of a Notice to
Proceed by DCA, the recipient, sub- recipient, or the contractor based on the
policies established for the applicable DCA funding program. The contractor
and/or subcontractor must maintain the elected Preference standard during
the entire contract or risk having the contract terminated for failure to comply.
See Appendix B for further details.

When a contractor and/or subcontractor that elected a Preference is unable
to identify a Section 3 resident or a Section 3 business for employment or
contracting opportunities, the contractor then must offer employment
related training to the Section 3 residents in the county. The training must
be provided according to Part VIl — Other Economic Opportunities in DCA’s
Section 3 Policy.
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Appendix A
Section 3 Clause

Training and Employment Opportunities for Residents in the Project Area (Section 3,
HUD Act of 1968; 24 CFR 75)

(a) The work to be performed under this contract is subject to the requirements of section 3 of
the Housing and Urban Development Act of 1968, as amended, 12 U.S.C. 1701u (section 3).
The purpose of section 3 is to ensure that employment and other economic opportunities
generated by HUD assistance or HUD-assisted projects covered by section 3, shall, to the
greatest extent feasible, be directed to low- and very low-income persons, particularly persons
who are recipients of HUD assistance for housing.

(b) The parties to this contract agree to comply with HUD's regulations in 24 CFR Part 75,
which implement section 3. As evidenced by their execution of this contract, the parties to this
contract certify that they are under no contractual or other impediment that would prevent
them from complying with the Part 75 regulations.

(c) The contractor agrees to send to each labor organization or representative of workers with
which the contractor has a collective bargaining agreement or other understanding, if any, a
notice advising the labor organization or workers' representative of the contractor's
commitments under this section 3 clause and will post copies of the notice in conspicuous
places at the work site where both employees and applicants for training and employment
positions can see the notice. The notice shall describe the section 3 preference, shall set forth
minimum number and job titles subject to hire, availability of Section 3 apprenticeship and
training positions, the qualifications for each; and the name and location of the person(s)
taking applications for each of the positions; and the anticipated date the work shall begin.

(d) The contractor agrees to include this section 3 clause in every subcontract subject to
compliance with regulations in 24 CFR Part 75, and agrees to take appropriate action, as
provided in an applicable provision of the subcontract or in this section 3 clause, upon a finding
that the subcontractor is in violation of the regulations in 24 CFR Part 75. The contractor will
not subcontract with any subcontractor where the contractor has notice or knowledge that the
subcontractor has been found in violation of the regulations in 24 CFR Part 75.

(e) The contractor will certify that any vacant employment positions, including training
positions, that are filled (1) after the contractor is selected but before the contract is executed,
and (2) with persons other than those to whom the regulations of 24 CFR Part 75 require
employment opportunities to be directed, were not filled to circumvent the contractor's
obligations under 24 CFR Part 75.

(f) Noncompliance with HUD's regulations in 24 CFR Part 75 may result in sanctions,
termination of this contract for default, and debarment or suspension from future HUD
assisted contracts.
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Appendix B
Section 3 Contract Non-Compliance Cure /Termination Processes

This language is a component of contract compliance with the work to
which you are responding in this solicitation. The full requirements are
provided in the Section 3 Clause found elsewhere in this package and in
DCA’s Section 3 Policy for Covered HUD Funded Activities.

Any recipient, sub-recipient or contractor claiming Preference must be in
compliance prior to issuance of a notice to proceed by DCA,
recipient, sub-recipient, or contractor based on the policies
established for the applicable DCA funding program. This preference
can be met by any of the three qualifications ( meets criteria within
the past 6 months):

1. 51% or more owned and controlled by low or very-low income persons

2. 75% or more of the labor hours are performed by Section 3
workers or YouthBuild Participants
3. 51% or more owned by current residents of Public Housing

The recipient, sub-recipient or contractor must maintain compliance
throughout the life of the contract. The contractor understands and agrees
that a compliance management firm may be used to conduct routine and
certified payroll reviews to ensure compliance. The Contractor agrees to
provide the payroll data in an Excel or Word format each time the payroll
is processed throughout the contract.

Failure to meet the Section 3 requirements will result in penalties up to
and including contract termination. Any contractor triggering the regulation
by doing any hiring or contracting once they are awarded the contract
through execution must comply with the Section 3 requirements by
executing the efforts on their Certification and Action Plan in accordance
with DCA'’s Section 3 Policy.

DCA, the recipient, sub-recipient or contractor shall execute these
remedies to achieve compliance in this order:

NON-COMPLIANCE CURE PROCESS

A. Based on the first observation or report of non-compliance with Section 3, the
recipient, sub-recipient or contractor will be sent an e-mail by the compliance
manager notifying them of their non-compliance issue. The recipient, sub-
recipient or contractor will have until the next payroll or 10 business days,
whichever is less, to bring the contract into compliance and/or justify in writing

why they cannot meet compliance requirements.
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B. DCA, the recipient, sub-recipient or contractor must render a response to the
violating party within 10 business days of receipt of the violating party’s letter of
reason for non- compliance. If DCA, the recipient, sub-recipient, or the
contractor deems the reason to

be unacceptable, at its option, DCA, the recipient, sub-recipient, or the
contractor can extend the response period one time for up to 5 business days to
allow the violating party to identify and secure other compliance options.

NON-COMPLIANCE TERMINATION PROCESS

If the violating party fails to take any corrective action to bring the contract into
compliance within the allotted time, or DCA, the recipient, sub-recipient, or the
contractor rejects any of the corrective plans and justifications for non-compliance,
DCA, the recipient, sub-recipient, or the contractor will either terminate the contract
immediately or impose liquidated damages equal to $100 a day for every day out
of compliance. At DCA’s determination, any liquidated damages received must be
paid to the recipient, sub-recipient or DCA, at DCA’s determination, and be used to
promote economic opportunities for Section 3 Residents and Business Concerns.

DCA, the recipient, sub-recipient, or the contractor will hold all funds due to the
violating party until such time that a financial workout is completed.

Additionally, the violating party may be banned by DCA, the recipient, sub-
recipient, and the contractor on future HUD funded projects.
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Required Submittal - Section 3 Self-Certification and Action Plan

All firms and individuals intending to do business with DCA, its recipients, sub-recipients and contractors
MUST complete and submit this Action Plan and submit it with the bid, offer, or proposal in order to claim
a preference on any contract or prior to award of a contract when projects involve more than $200,000 in
CDBG funds.

Business Name:

D.B.A. (if different from above):

Address: City: State/Zip

Business Phone: Fax:
( ) ( )

E-Mail: Business Website:

Federal Employer Identification Number: Owner Social Security Number (if no EIN):

Contact Person & Title: Contact Phone:

Trade Description:

O Carpentry O Heating (HVAC) [ Electrical [] Painting

[l Masonry Restoration [JAsbestos [1Plumbing [] Roofing
[JLead (Abatement) [CJGeneral Contractor []Concrete []Ironwork

[J Carpet/Flooring [JRubbish Removal/Hauling [] Appraisal Services [JLandscaping
[[]Demolition [JOther:

Date Business was established (MM/DD/YYYY):

Type of Business (Check One): []Corporation [T] Partnership [] Sole Proprietorship
[] Limited Liability Corporation (LLC) [] Limited Liability Partnership (LLP) ] Joint Venture
[] Other (Describe):

Number of employees: Full-time: Part-time: Contract: Total:

Section 3 workers: Full-time: Part-time: Contract: Total:
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| am Certifying as a Section 3 Business Concern and requesting

Preference accordingly (Select only One Option):

Option 1
A business claiming status as 51% or more owned and controlled by low or very-low
income persons

Option 2
Over 75% of the labor hours performed for the business over the prior six-month period are

performed by Section 3 workers

Option 3
51% or more owned and controlled by current residents of public housing or Section 8-assisted housing

Business Concern Affirmation

I, affirm that the above statements of this form in its entirety are true complete and correct to the best of my
knowledge and belief. | understand that businesses who misrepresent themselves as Section 3 business
concerns and report false information to insert name of recipient/grantee may have their contracts terminated as
default and be barred from ongoing and future considerations for contracting opportunities. Thereby certify
under penalty of law that the following information is correct to the best of my knowledge.

Signature: Date:

Print name:

Certification expires within six (6) months of the date of signature
Information regarding Section 3 Business Concerns can be found at 2 Part 75.5

FOR ADMINISTRATIVE USE ONLY
Yes the business a Section 3 business concern based upon
their certification

EMPLOYERS MUST RETAIN THIS FORM IN THEIR SECTION
3 COMPLIANCE FILE FOR FIVE YEARS.

Page 9
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| am NOT Requesting Preference under Section 3:

I am NOT certifying as a qualified Section 3 Business Concern
and | am not requesting a preference. However, if | do trigger the
requlation by doing any sub-contracting or hiring, | will comply by
meeting all requirements of DCA’s Section 3 policy and | am
committing to do the outreach as specified below.

Check all methods you will employ to secure Section 3 Residents/Businesses
Posting the position/contract opportunity in community sources that are generally
available to low income residents and Section 3 Businesses and the general public
is a standard requirement. Check at least three

(3) methods you will employ:

[] The local community newspaper

[[] The most widely distributed newspaper

[] Company or agency website

CThe management office of the local housing authority, or homeless
service agency, or local low income housing community

MJLocal Workforce Board (i.e., Department of Labor)

[JLocal office of the Georgia Division of Family and Children Services
[T JLocal office of the Georgia Department of Public Health

[CIDodge Room http://www.construction.com/dodge/dodge.asp
[ClOther locations identified below and subject to DCA approval:

Initial here to confirm selection of this option

Signature:

Printed/Typed Name:

Title:
Date:
Notarial Affidavit
Sworn to and subscribed before me this day of , 20
Signature of Notary Public

Printed Name of Notary Public

Commission Expiration Date:

(Notarial Seal)
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Georgia Department of Community Affairs
Required Submittal - Previous Section 3 Compliance Certification

Name of Business:

Address of Business:

Type of Business (Check One):

Corporation

Business Activity:

Sole Proprietorship

Partnership

Other

All firms and individuals intending to do business with DCA, its recipients, sub-recipients, or
contractors MUST complete and submit this certification of prior compliance prior to award of
any contract for a project involving $200,000 or more in CDBG assistance. Please check the

appropriate line box below and sign and date the form.

1. | am certifying that | have complied with the HUD Section 3 Regulations, when triggered by
new hiring or contracting opportunities, in my past contracts when required by the
recipient, sub-recipient or contractor by either:

i.  Certifying as a Section 3 Business Concern because at least 51 percent of the
business is owned and controlled by low- or very low-income persons;

i.  Certifying as a Section 3 Business Concern because over 75 percent of the
labor hours performed for the business over the prior six-month period are
performed by Section 3 workers;

iii.  Certifying as a Section 3 Business Concern because at least 51 percent of the
business is owned and controlled by current public housing residents or
residents who currently live in Section 8-assisted housing;

iv.  Hiring or contracting to the “greatest extent feasible” with Section 3 Residents
or Section 3 Businesses.

Check this box

2. | have never done any HUD funded contracting.

Check this box

3. | completed HUD Section 3 covered contracts in the past three years but the regulation
was not triggered because either there were no new hires on the contract(s) and/or | did
not do any new contracting or subcontracting.

Check this box

Signature:

Print Name:

Title:

DCA Mandatory Section 3 Solicitation Package June 2022
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Required Submittal - Assurance of
Compliance Certification Section 3
Action Plan
Housing and Urban
Development Act of 1968
(12 U.S.C. 1701 U)

Contract/Solicitation Name or Number:

DCA Funding Program:

Entity Receiving DCA Funding Award:

Purpose: To ensure that regulations promulgated under 24 CFR Part 75
Employment Opportunities for Businesses and Lower Income Persons in
Connection with Assisted Projects and the Section 3 Policy of DCA, its recipients,
sub-recipients and contractors to the greatest extent feasible is adhered to, and to
serve as the “assurance of compliance” certification and action plan as required in
the bid documents, supplemental general conditions, and required forms for the
contract for any HUD work funded by DCA.

Description of the project’s work detail: The project work will be as listed in the
final scope of work in the contract with DCA, its recipients, sub-recipients and
contractors including any change orders. List all known subcontractors below:

Subcontractor(s):

Subcontractor(s):

Subcontractor(s):

Subcontractor(s):

Subcontractor(s):

Subcontractor(s):

Subcontractor(s):

Subcontractor(s):
Use an additional sheet if required.

Note: If subcontractors are unknown at this time, print UNKNOWN on the line
above. Also, the contractor must notify DCA or recipient or sub-recipient if
Ssubcontractors are added or changed during the contract. Any changes to this
certification require a resubmission of this form to DCA or recipient or sub-
recipient.
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Preliminary Statement for Work Force Needs:

DCA intends to meet Section 3 compliance at the highest level, and it is our intent to identify any
short-term and long-term employment or contracting opportunities for qualified Section 3
workers and Business Concerns during the course of the contract funded by DCA via its
recipients or sub-recipients and contractors. Please list the status of all planned employment
positions and opportunities for this contract. Preference for all opportunities must be given
to low and very low-income residents if they qualify. If awarded a contract, regardless of
whether your firm has elected a preference, you are required to provide a list of your
aggregate workforce on this project. Any changes to that workforce during the project
will constitute NEW hires. You must notify DCA, its recipient, sub-recipient or contractor
(respectively) overseeing your contract of any new hire opportunities that arise during
the life of your contract. The anticipated workforce list may be provided on a separate sheet
or in a different format.

Section 3
Date Worker Salary
List All Employees Hired (Yes/No) Job Title/Trade | Range

Name:
Address:

City, ZIP:

Name:
Address:

City, Zip Code:

Name:
Address:

City, Zip Code:

Name:
Address:

City, Zip Code:

Use additional pages as needed.
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“To the Greatest Extent Feasible”:

The Contractor has identified # of OPEN positions with respect to this contract. The
positions are filled by the (Position title) of the Contractor.

Should the scope of work or duties of the contractor change to a degree requiring a
modification of the work force needs, the contractor shall put forth a reasonable effort to fill
vacant positions with eligible Section 3 workers.

Documentation of “To the Greatest Extent Feasible”:

The contractor will work with DCA, its recipients, sub-recipients, and contractors staff to
notify residents of any opportunities afforded under the contract. The contractor
will partner with DCA, its recipients, sub-recipients, and contractors by giving
preference of any employment opportunities to the Section 3 persons or businesses.

The contractor shall recruit or attempt to recruit from the Section 3 service area the
necessary number of low-income and very low-income residents and Section
3 businesses, as applicable. The contractor must also document their recruiting efforts
and any impediments to compliance with DCA’s Section 3 policy and the requirements of
this solicitation package. This documentation must be submitted to the recipient or
sub-recipient.

1. DCA, its sub-recipients and contractors shall: Maintain a list of all low-income
area residents who have applied, either on their own or from referral from any
source and employ such person if otherwise eligible and if a trainee vacancy
exists.

2. Conduct solicitation in accordance with DCA’s Section 3 policy and the
requirements outlined in the solicitation package.

The contractor shall review all employment applications and determine if low-income and
very low-income residents or Section 3 businesses meet minimum hiring or contracting
qualifications. If these applicants meet such minimum qualifications but are not hired due
to lack of employment opportunities or for other reasons, they will be placed on a priority
list and offered positions/contracts upon the occurrence of the first available appropriate
opening.

Utilization of Section 3 Businesses Located Within the service area or

neighborhood of the project:

The recipient, sub-recipient or contractor does __ does not __ intend to subcontract any of
the work identified in the scope of work cited in the bid specifications, scope of work or
General Conditions. Should the scope of work or needs of the contractor change, the
contractor shall, to the greatest extent feasible, shall ensure contracts for work awarded in
connection with Section 3 projects are provided to business concerns that provide
economic opportunities to Section 3 workers residing within the metropolitan area (or
nonmetropolitan county) in which the project is located.

Record Keeping:

The recipient, sub-recipient, contractor or subcontractor, as applicable, shall maintain on
file all records related to employment and job training of low-income and very low-income
residents or other such records, advertisements, legal notices, brochures, flyers,
publications, assurances of compliance from sub-contractors, etc., in connection with this
contract. If a report is needed in the future, the recipient,
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sub-recipient, contractor or subcontractor, as applicable, agrees to provide all records
upon request. The contractor shall, upon request, provide such records or copies of
records to HUD, DCA, their recipients, sub-recipients, contractors, staff, or agents.
Records shall be maintained for at least three (3) years after the close of the contract.

Reports:

The recipient, sub-recipient or contractor shall provide reports as required in connection
with the contractor specifications. All certified and regular payrolls shall clearly detail
which employees qualify under Section 3. The U.S. Department of Housing and Urban
Development (HUD? re uires that recipients of federal funds capture record and report
the total number of labor hours the total amount of Section 3 worker hours and the total
amount of Section 3 Target worker hours.

Certification:

The recipient, sub-recipient or contractor will certify that any vacant employment positions,
including training positions that filled:

1) After the recipient, sub-recipient or contractor is selected but before the contract is
executed, and

2) With persons other than those to who the regulations of 24 CFR Part 75 require
employment opportunities to be directed, were not filled to circumvent the
subcontractor’s obligations under 24 CFR Part 75.

Grievance and Compliance:

The recipient, sub-recipient, contractor or subcontractor hereby acknowledges that they
understand that any low-income and very low-income resident of the project area, for
him/her or as representatives of persons similarly situated, seeking employment or job
training opportunities in the project area, or any eligible business concerns seeking
contract opportunities may file a grievance if efforts to the greatest extent feasible were
not executed. The grievance must be filed with HUD not later than one hundred eighty
g 80)dcalendar days from the date of the action (or omission) upon which the grievance is
ased.

| attest that the information on the preceding pages is true and correct.

Signature Date (;

Georgia

Print Name
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Resident Section 3 Self Certification and Skills Data Form

The purpose of this form is to comply with HUD Section 3 administration and certification regulations.
Certification for Section 3 Workers or other Low-Income Persons Seeking Employment, Training
or Contracting
l, , am a legal resident of the United States and meet the income eligibility and
federal guidelines for a Section 3 Resident as defined within this Certification.

My home address is:

Must be a Street address nota P O Box # Apt Number
City State Zip Home # Cell #
County of Residence
Graduated High School or GED (month/year): | Read and Speak English Fluently: Yes or No

Attended College, Trade, or Technical School: Yes or No
Graduated? Yes or No Year Graduated:

Check the Skills, Trades, and/or Professions in which you have been employed or contracted to do for

others:
[IDrywall Hanging [] Stucco [] Siding
[] Drywall Finishing [ ] Window/Door Replacement | [] Door Replacement
[] Interior Painting [] Construction Cleaning [] Trim /Carpentry
] HVAC [] Exterior Framing [] Roofing
[] Electrical [] Landscaping [] Welding
[] Interior Plumbing [] Fencing [] Metal/Steel Work
[] Exterior Plumbing [] Concrete/ Asphalt Work [] Other
[] Cabinet hanging
[ ] Heavy Equipment Operator

| am certifying as a Section 3 worker: [J Person seeking Training or O Person seekingemployment

(Check all that apply):

O A low or very-low income resident O Employed by a Section 3 Business Concern OYouthBuild Participant

1 live in the service area or neighborhood -one-mile radius of project site or if fewer than 5,000 people a radius

of project containing 5,000 people.

My total annual income is $

| certify that all of the information given on this Certification is true and correct. If found to be inaccurate, | understand that |
may be disqualified as an applicant and/or a certified Section 3 individual which may be grounds for termination of training,
employment, or contracts that resulted from this certification. | attest under penalty of perjury that my income annually is at
or below the income amount at the time of this document is being signed and notarized. | understand that proof of this
statement may be requested in the future.

Signature Date

Printed Name:
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The purpose of Section 3 of the Housing and Urban Development of 1968 (12 U.S.C. 1701u) ﬁection
3) is to ensure that employment and other economic and business opportunities generated by HUD
Financial Assistance shall be directed to the Authority Residents and other low- and very low-income
persons, particularly those who are recipients of government housing assistance and to business
concerns which provide economic opportunities to low- and very low-income persons and YouthBuild
participants.

A Section 3 worker as defined by §75.5 is any worker who currently fits or when hired within the past
five years fit at least one of the following criteria:

(1) The worker s income for the previous or annualized calendar year is below the income limit
established by HUD.

(2) The worker is employed by a Section 3 business concern.

(3) The worker is a YouthBuild participant.

A person seeking the training and employment preference provided by section 3 bears the
responsibility of providing evidence (if requested) that the person is eligible for the preference.

Low- and very low-income limits are defined in Section 3(b)(2) of the Housing Act of 1937 and are
determined annually by HUD. These limits are gpically established at 80 percent and 50 percent of the
area median individual income. HU income limits may be obtained from:
https://www.huduser.gov/portal/datasets/il.html.

(§75.21) A Targeted Section 3 worker for housing and community development financial assistance
means a Section 3 worker who is:

(1) A worker employed by a Section 3 business concern or
(2) A worker who currently fits or when hired fit at least one of the following categories as documented
within the past five years:

(i) Living within the service area or the neighborhood of the project as defined in 75.5 or

(i) A YouthBuild participant.

Service area or the neighborhood of the project means an area within one mile of the Section 3 project
or if fewer than 5,000 people live within one mile of a Section 3 project within a circle centered on the
Section 3 project that is sufficient to encompass a population of 5,000 people according to the most
recent U.S. Census.

HUD income limits may be obtained from:_https://www.huduser.gov/portal/datasets/il.html .

Please indicate the Household income $
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Resident Section 3 Self-Certification and Skills Data Form Affidavit

STATE OF

County of

L, , a Notary Public of the City/County of ,
State of , do hereby certify that,

whose name is signed to the writing above bearing date on the___Day of , 20,

has acknowledged the same before me in my State aforesaid.

Given under my hand and official seal, this the___day of , 20_.

Signature of Notary Public

Printed Name of Notary Public

Commission Expiration Date:

(Notarial Seal)
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SECTION 3 BUSINESS CONCERN SELF CERTIFICATION

The Georgia Department of Community Affairs (DCA) is seeking to extend the benefits of and
to promote compliance with Section 3 by identifying Section 3 Business Concerns and
targeting Section 3 Business Concerns for business opportunities, events and educational
programs.

In an effort to comply with Federal Section 3 Regulations which promote contract,
employment and training opportunities for State of Georgia residents, DCA has instituted a
Section 3 Self Certification process.

Businesses seeking certification must complete and submit the attached Section 3 Business
Concern Self Certification forms as follow:

1. If your company is qualified because it is owned (51% or more) by one or more low or
very-low- income residents, then complete Form A, “Section 3 Business Concern -
Resident Business Owner(s) Verification”; OR

2. If your company is qualified because over 75 percent of the labor hours performed for
the business over the prior three-month period are performed by Section 3 wor ers,
then complete Form B, “Section 3 Business Concern — 75% + Workforce”.

OR

3. If at least 51 percent owned and controlled by current public housing residents or
residents who currently live in Section 8-assisted housing, then complete Form C,
“Section 3 Business Concern-Housing Residents”.

Please answer all questions, sign the completed forms, and notarize the affidavit. Completed
packets must be returned to the sub-recipient or contractor as follows:

Name of sub-recipient/contractor:
Attn:

Mailing Address:

If you have any questions or require assistance, please contact:

Name:
Phone Number:
Email Address:

DCA Mandatory Section 3 Solicitation Package June 2022 Page 19



Form A
SECTION 3 BUSINESS CONCERN
Resident Business Owner(s) Verification

A business can be certified as a Section 3 Business Concern if the business is
owned (51% or more) by low or very-low-income residents.

Name of Owner:

Home Street Address:

Home City, County, & Zip Code:

Name of Business:

Percentage of Ownership: %

Low- and very low-income limits are defined in Section 3(b)(2) of the Housing Act of 1937 and
are determined annually by HUD. These limits are typically established at 80 percent and 50
percent of the area median individual income. HUD income limits may be obtained from:
https://www.huduser.gov/portal/datasets/il.html.

Individual Income Limits

FY 20 Income Limits Category FY 202_Income Limits
Income Limit Area

Extremely Low Income
Limits

Very Low Income Limits
(50%)

Low Income Limits
(80%)

If the business is owned by more than one low to very-low-income residents, list each owner
below and each should submit a separate Resident Business Owner Verification Form (Form
A).

Name Position % Percentage of Ownership

| certify | am a resident of Georgia and my total income last year was not more than the amount
shown above. | further certify the information provided is true and accurate and agree to provide
upon request, documents verifying the information submitted to qualify as a Section 3 Business
Concern.

Print: Signature: Date:
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Form B
SECTION 3 BUSINESS CONCERN

75% + Workforce
A business can be certified as a Section 3 Business Concern if over 75 percent of the labor
hours performed for the business over the prior three-month period are performed by Section
3 workers. For your firm to be eligible UNDER THIS CRITERIA, you must provide the
following information for all permanent, full-time employees.

You may attach additional copies of this chart, if necessary.

List All Employees Date Hired | Section 3 Worker | Job Title/Trade | Salary Range

Name:
Addres
S:

City/Zip

Name:
Addres
S:

City/Zip

Name:
Addres
S:
City/Zip

Name:
Addres
S:

City/Zip:

Name:
Addres
S:

City/Zip

Total Number of Employees: Full-Time: | Part-Time: Contract:

Number of Section 3 workers:

Section 3 % of Total Workforce:

| certify that the information provided is true and accurate and agree to provide upon
request, any/all documents verifying the information submitted to qualify as a Section 3
Business Concern.

Print: Signature:
Date:
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Form C
SECTION 3 BUSINESS CONCERN
Public Housing Residents

To qualify the business must be at least 51 percent owned and
controlled by current public housing residents or residents who
currently live in Section 8-assisted housing

Business Information
Name of Business:

Address of Business:

Name of Business Owner:

Phone Number of Business Owner:

Email Address of Business Owner:

Preferred Contact Information:

Name of Preferred Contact:

Phone Number of Preferred Contact:

Type of Business (select from the following options):

[ICorporation [IPartnership [ISole Proprietorship (m]Joint Venture

Percent owned and controlled by current public housing residents or
residents who cumrently live in Section 8-assisted housing: %

| certify that the information provided is true and accurate and agree to
provide upon request, any/all documents verifying the information
submitted to qualify as a Section 3 business concern.

Print Name:

Title:

Company Name:

Signature:

Date:
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FREQUENTLY ASKED QUESTIONS
for
SECTION 3

Published: March 25, 2021

The following is a guidance document published by the Department of Housing and Urban Development
Office of Field Policy and Management for the purpose of providing answers to frequently asked
questions about Section 3 of the HUD Act of 1968 (12 U.S.C § 1701u) and its associated regulations (24
C.F.R. Part 75). This document is intended to provide guidance for Section 3 funding recipients,
subrecipients, contractors, subcontractors, workers, and other stakeholders.

This guidance document covers questions in several topic areas and is divided into parts that contain
questions on that part’s topic.

l.
1
2
3
4
5.
6
7
8
9

10.
11.
12.
13.

14.
15.
16.
17.
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GENERAL QUESTIONS REGARDING SECTION 3:

. What is Section 3?

. What Do “Best Efforts” and “to the Greatest Extent Feasible” Mean?
. What Does “Section 3 Worker” Mean?

. What Does “Targeted Section 3 Worker” Mean?

What Does “Section 3 Business Concern” mean?
How are low-income and very low-income determined?

. What is YouthBuild?
. As a funding recipient, what are my Section 3 reporting goals?

How does Section 3 differ from the Minority Business Enterprise/VWomen Business Enterprise
programs?

What is a Section 3 project?

Who is considered a recipient of Section 3 funding?

What are funding thresholds and how do they apply to Section 3 covered financial assistance?
Which recipient agencies (or sources of HUD financial assistance) are required to comply with
Section 3?

Can a non-profit organization be considered a business concern for the purposes of Section 3?
What is a “Service Area” or “Neighborhood of the project™?

What if my agency does not meet all benchmark goals for employment or contracting?

My agency has met all benchmark goals for employment and contracting, does this mean that we
are considered in compliance with Section 3?

APPLICABILITY:
What HUD assistance does Section 3 apply to?
Do the requirements of Section 3 apply to grantees on a per project basis?
If a project is funded with non-HUD assistance, do the requirements of Section 3 still apply?
What recordkeeping responsibilities do contractors/subcontractors have if they receive Section 3
covered contracts?
Do the Section 3 requirements apply to material only contracts?
Do the Section 3 requirements apply to Section 8 project-based rental assistance contracts?
Are maintenance projects covered by Section 3?

Section 3 Frequently Asked Questions
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8. Does the reduction and abatement of lead-based paint hazards constitute housing rehabilitation?
9. Are demolition projects covered by the requirements of Section 3?

10. Are professional service contracts required to be reported under Section 3?

11. Does Section 3 apply to labor hours by a CDBG-Entitlement recipient?

12. Does Section 3 apply to labor hours by a Public Housing Authority?

I1l.  CONSISTENCY WITH OTHER LAWS:

1. Are recipients required to comply with Federal/state/local laws in addition to Section 3
2. What is the relationship between Section 3 and Davis Bacon requirements?

3. What does the new rule mean for Tribes and Tribally Designated Housing Entities?

V. RECIPIENT RESPONSIBILITIES:

1. What are the responsibilities of recipient agencies under Section 3?

2. What are the reporting requirements for legacy contracts entered into under the old Part 135 rule?

3. What are the reporting requirements for Section 3 projects for which assistance or funds are
committed during the transition period?

4. What is the reporting timeline for Public Housing Authorities and other recipients of public
housing financial assistance?

5. What are the reporting requirements for Public Housing Authorities and other recipients of public

housing financial assistance during the transition period?

What are good strategies for targeting Section 3 workers and businesses?

Are funds provided to recipients so that they can comply with the requirements of Section 3?

8. Are Section 3 workers or business concerns guaranteed employment or contracting opportunities
under Section 3?

9. Are recipients, developers, and contractors required to provide long- term employment
opportunities, and not simply seasonal or temporary employment?

10. When might a recipient agency be exempt from the quantitative reporting requirements of
Section 3?

11. Are recipients required to request developers or contractors to make payments into Section 3
training or implementation funds?

~No

V. SECTION 3 CERTIFICATION:

How can a prospective Section 3 worker or business concern certify that they meet the eligibility
requirements?

2. What documentation must be maintained by HUD recipients, contractors and subcontractors
certifying that low- and very-low individuals and business concerns meet the regulatory definitions
under Section 3?

What are examples of acceptable evidence to determine eligibility as a Section 3 worker?

4. What are examples of acceptable evidence for determining eligibility as a Section 3 business
concern?

Are all public housing residents considered Section 3 workers regardless of their income?

6. Does qualifying as a Section 3 businesses mean that the business will be selected if it meets the
technical requirements of the bid, regardless of bid price?

Can contracting with MBE/WBE businesses count towards Section 3 benchmarks?

8. Does a business have to be incorporated to be considered a Section 3 eligible business?

=

w

o

~

VI. ECONOMIC OPPORTUNITIES NUMERICAL BENCHMARKS:

Section 3 Frequently Asked Questions
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How can low- and very low-income persons and businesses locate recipient agencies that are
required to comply with Section 3 in their area?

How can I find Section 3 business concerns in my area?

Do the benchmark requirements only count toward new hires?

Should PHA’s report on staff hours?

What category of PHA Staff should be included?

Are recipient agencies required to meet the Section 3 benchmarks, or are they optional?

Will there be changes to the benchmark requirements?

What is considered "other" public construction?

What is the meaning of the safe harbor determination?

COoNoORWN

VII. SECTION 3 COMPLAINTS:
1. How should complaints be made?
2. Where else can | file complaints alleging denied employment and contracting opportunities?

Il GENERAL QUESTIONS REGARDING SECTION 3:

1. What is Section 3?

Section 3 is a provision of the Housing and Urban Development Act of 1968. The purpose of Section 3
is to ensure that employment and other economic opportunities generated by certain HUD financial
assistance shall, to the greatest extent feasible, and consistent with existing Federal, State, and local
laws and regulations, be directed to low- and very low-income persons, particularly those who are
recipients of government assistance for housing, and to business concerns which provide economic
opportunities to low- and very low-income persons.

2. What Do “Best Efforts” and “to the Greatest Extent Feasible” Mean?

“Best efforts” and “greatest extent feasible” are statutory terms, used in the statute in different
contexts. As such, HUD uses both terms to track compliance, and there are many ways to interpret the
language. Traditionally, HUD has used the terms interchangeably, as referenced in the statute, and will
continue to be consistent with the statutory language. See 12 U.S.C. 1701u(b)-(d). These terms are
integral to the statutory intent and provide flexibility, rather than administrative burden, to grantees or
recipients of HUD funding.

HUD acknowledges that some perceive “best efforts” to be the more rigorous standard, while
others perceive “greatest extent feasible” to be the more rigorous standard. HUD has determined not to
define the difference between these two terms but rather to increase the emphasis on outcomes as a
result of these efforts. A recipient’s reported results will be compared to the outcome metrics defined
in the benchmark notice. HUD program staff will evaluate the level of effort expended by those
recipients that fail to meet the benchmark safe harbor, and thus will ensure that the statutory terms are
being properly enforced. HUD included a list of examples in the regulation at 24 CFR 8§ 75.15 and
75.25, including engagement in outreach efforts to generate job applicants who are Targeted Section 3

Section 3 Frequently Asked Questions
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workers, providing training or apprenticeship opportunities, and providing technical assistance to help
Section 3 workers compete for jobs (e.g., resume assistance, coachin