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CHAPTER 1
FOREWORD

PURPOSE. This guideline manual has been prepared as a reference
source and guide for program and financial questions arising in
administration of grants made in accordance with the provisions
of Title V, Part B, Juvenile Justice and Delinquency Prevention
Act of 1974, Pub. Law 93-415 (herein after referred to as the
"Act") by the National Institute of Corrections. (NIC)

SCOPE. The provisions of this guideline manual apply to all
Department of Justice, National Institute of Corrections grants,
This manual is of concern to all recipients of NIC funds.

CONTENT. The coverage of this guideline manual includes require-
ments and suggestions as to accounting systems and records,
allowability of costs, financial reports, and the award and
payment of grant funds. No manual could properly address all
program and fiscal administration problems and needs reasonably
expected to arise in a grant program., Accordingly, the NIC

has sought in this manual to relate the Title V program to

the Act and the general fiscal policies and procedures applicable
to federal aid programs such as reflected in Federal Management
Circulars 73-8, 74-4, and 74-7.
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GRANTEE RECIPIENT AGENCY SUPERVISION ANU MONITORING RESPONSIBILITY.
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CHAPTER 2 |
GENERAL GRANT ADMINISTRATION

a.

b.

As the Institutes grantee, the Agency has responsibility

for assuring proper administration of grants under the
Institute grant program including responsibility for:

(1)

(2)

Proper conduct of the financial affairs of any sub-
contractor insofar as they relate to programs or
projects for which Institute grant funds have been
made available and

Default in which the Recipient Agency may be held
accountable for improper use of grant funds.

When the grantee is the ultimate recipient of funds the
following approvals are authorized.

(1)

(2)

A GRANTEE may transfer, between direct cost object
class budget categories, the following:

(a) The cumulative amount of 5 percent of the grant
budget (Federal) or $10,000 whichever is greater
(for grant budgets in excess of $100,000) or

(b) A cumulative 5 percent change of the grant budget
(for grants of $100,000 or Tess).

Thé Grantee shall request in writing from the Institute
prior approval for:

(a) Any cumulative amount of transfers exceeding the
Timitations set forth in paragraph 1b(1) above.

(b) Extensions of projects period beyond the approved

duration.

(c) Cost items normally requiring grantor approval
(see Chapter 4, Section 3)

(d) Changes of substance in project activities, design,

or research plans as set forth in the approved
application.

4




CHAPTER 2 -3-

(e) Changes in the project directdr or key professional
personnel identified in the approved application.

(f) AN other deviations from an Institute grant.

2. ALLOWABILITY OF COSTS. The allowability of costs incurred

under Institute grants shall be determined in accordance with i
the general principles of allowability and standards for selected

cost items set forth in Federal Management Circulars (FMC)

74-4, 73-8, 74-7, and in this Guideline Manual.

aﬁ

Each individual project supported under the Institute

grant program will be subject to a separate grant application
to the Institute incorporating a detailed budget of proposed
project costs. Grant funds may be expended only for purposes
and activities set forth in the approved project plan described
in the grantee's application and in accordance with the
approved budget set forth in the application or otherwise
accompanying the award notice. . Funds remaining unexpended

.at the termination of the grant period must be returned by

check payable to the National Institute of Corrections.

The budget narrative will set forth the details of cost
1tems specified in Chapter 4 as requiring specific prior
approval.

"Award of the grant will constitute approvd] in each instance

of specified cost items and therefore "prior approval"
items will receive consideration and subsequent approval
or disapproval as part of the award process.

Where this manual requires the specific approval of the
Institute or when changes in any of the budget categories
exceed the limitations set forth in paragraph 1b(1) of this
chapter, these items will receive consideration and subsequent
approval or disapproval by the Institute in those "grantor
approval" instances.

Changes among items within one of the budget categories
may be made by the grantee without prior approval but will

" otherwise remain subject to the cost allowability and

budget requirements of this manual.

Limitation of travel and subsistence charges by grantee

to Tevels allowed under Federal travel regulations (or
Tower at the option of the grantee), including use of less
than first class accommodations in air and rail travel and
the applicable per diem at the time the expense is incurred.
Exceptions to this requirement must have the prior approval
of the Institute. '
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3. General Requirements and Principles of Fiscal Adwinistration,

a. Financial Records. Each recipient of assistance under
this Act shall keep such records as the Institute shall
prescribe, including records which fully disclose the amount
and disposition by such recipient of the proceeds of such
assistance, the total cost of the project or undertaking
in connection with which such assistance is given or used,
and the amount of that portion of the cost of the project
or undertaking supplied by other sources, and such other
records as will facilitate an effective audit. ‘These pro-
visions apply to all recipients of assistance, whether
by direct grant or contract from the Institute or by sub~
contract from primary grantees or contractors to the
Institute.

b. Conditions of Financial Administration, All Title V grants
are awarded subject to "conditions of fiscal administration"
to which grantees expressly agree and must adhere, Portions
of this guideline manual which prescribe or further delineate
rules, policies, or requirements of fiscal administration
are incorporated by reference in such conditions of fiscal
administration.

e
s ol
5o 7 438

c. Special Conditions. In addition, individual grants may
include "special conditions" related to financial administration
of grants, and where this is the case, these are to be
considered a continuing requirement for eligibility and
use of grant funds. .

(1) Authority. In support of the foregoing, the Institute
is authorized to establish appropriate fiscal regulations,
rules, and procedures such as. provided in this Guideline
Manual, Federal aid recipients are obliged to submit
such financial and other reports as the Institute may
reasonably require. '

d. General Conditions, A1l Title V grants are awarded subject
to "General Conditions" to which grantees expressly agree
and must adhere, Appendix 8 contains these general conditions,

4. CONFLICT OF INTEREST

a. In the use of Institute grant funds officials or employees
of State or local units of government and non-government
grantees shall avoid any action whi¢h might result in, or
create the appearance of:,

g,
EAL




CHAPTER 2 _5-

(1) Using his official position for private gain,
(2) Giving preferential treatment to any person,
(3) Losing complete independence or impartiality,

(4) Making an official decision outside official channels,
or,

(5) Affecting adversely the confidence of the public in
the integrity of the Government or the program.

5. COPYRIGHTS

Where grant projects produce original books, manuals, films,
or other copyrightable material, the grantee may copyright such,
but the Institute reserves a royalty-free, non-exclusive and
irrevocable license to reproduce, publish, translate, or other-
wise use, and to authorize others to publish and use, such materials.
Where such license is exercised, appropriate acknowledgement
of the grantee's contribution will be made.

6. TERMINATION QF GRANTS

FMC 74-7 attachment L prescribes procedures for closeout
of grants to state and Tocal governments which are hereby
incorporated by reference as appli-able to all Institute grant
recipients.
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CHAPTER 3
ACCOUNTING SYSTEMS AND FINANCIAL RECORDS

1. GENERAL

a. Purpose. This chapter offers guidance as to the establishment
and maintenance suitable accounting systems for grantees,
and sub-contractors executing Title V programs. Grantees
are free to follow their established financial procedures
so long as these provide the means through which compliance
with fiscal requirements of Title V grants can be achieved
and verified. See Appendix 7 for accounting principles
and standards issued by the Comptroller General of the
United States.

b. Requirements

(1) It is essential that the Grantees grant accounting
system provide effective financial controls. Grantees

- should recognize that audits of grants will be made

and unless commonly accepted standards of financial

responsibility have been followed, these audits may i,
resuit in the disallowance of expenditures for which N
the grantee will be liable. The grantee may be requested w5

to return the funds to the Federal agency.

(2) To the extent that minimum accounting system require-
ments are set forth in subsequent text, due consideration
was -given in their formulation to the financial and
reporting requirements of the Act as well as other
reporting and statutory requirements of the Congress,
the Treasury Department, the Office of Management
and Budget, General Services Administration, and the
General Accounting Office. Continuing review and
revision of these requirements will be undertaken as
developing experience reveals the need for improvement
or the potential for greater effectiveness.

2. ACCOUNTING SYSTEM STANDARDS. The financial responsibility of
grantees and their contractors is parallel to that of the
Institute. Each must govern its affairs so that it may properly
discharge the public trust which accompanies the authority
to expend public funds. -The implementing Grantee Agency must
establish and maintain fiscal control and accounting procedures
which assure that Federal funds available for the conduct of
the grant programs and projects are disbursed properly.

& 9
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Criteria. Adequate accounting systems siwould meet the

following criteria:

(1)

(2)

(4)

Accounting records should provide information needed
to adequately identify the receipt of funds under each
grant awarded and the expenditure of funds for each
grant, ’

Entries in accounting records should refer to subsidiary
records and/or documentation which support the entry
and which can be readily located.

The accounting system should provide accurate and
current financial reporting information.

The accounting system should be integrated with an
adequate system of internal controls to safeguard

the funds and assets covered, check the accuracy and
reliabitity of accounting data, promote operational
efficiency, and encourage adherence to prescribed manage-
ment policies.

Management Information. In addition to the control and

documentation of financial activities, the financial system
can be an important instrument for managerial decision.

Proper use of financial information will assist in determining
what activities merit priority or emphasis, where efficiency
can be improved, and how resources can best be utilized.

(1)

Objectives. The objectives of any accounting system are to:

Provide management with financial data to assist in
the planning, control, measurement, and evaluation
required for the efficient and economical operation
of the organization and its programs;

Provide management control of funds and other assets
so as to insure that the expenditure of funds and use
of other property is in conformance with applicable
laws and regulations;

Insure, by means of cost and property control and
prudent management, that optimal use is made of all
resources;

Meet any requirements for reporting periodically on
financial operations; and,
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(5) To classify and present projected and historical costs
as required for budgeting purposes.

3. SUPERVISION AND MONITORING RESPONSIBIL:TY. The Grantee has
primary responsibility for assuring proper administration of
funds awarded under Title V. This includes responsibility for
the proper conduct of the financial affairs of any sub-contractor
insofar as they relate to programs or projects for which Title V
funds have been made available -- and for default in which the
Grantee may be held accountable for improper use of grant funds.

a. Delegation of Responsibility. Grantees may delegate to
another organization a portion of the responsibility for
carrying out a program or project component. In such
cases, the agreement between the grantee and its sub-contractor
should indicate the agreed scope of work to be performed
by the latter. .

b. Grantee Responsibilities for Accounting by Delegate Agencies.
Where the conduct of a program or program component is so
delegated, the grantee is, nevertheless, responsible for
performance of all aspects of the program, including proper
accounting for expediture of funds by the delegate agencies.
These responsibilities also include:

(1) Review of Sub-Contractor Financial Operations. The
grantee should be familiar with and should periodically
monitor subgrantee financial operations, records,
systems, and procedures. The grantee should see,
among other things, that adequate records are maintained
in current condition.

(2) Recording Sub-Contractor Financial Activities. The
sub-contractor agreement or other contract obligation,
as well as advances and financial activities, should
be recorded upon the books of the grantee in summary
form. Sub-Contractor expenditures should be recorded
on the books of the grantee, or evidenced by report
forms duly filed by sub-contractor, according to the
major object categories used for Institute reporting
and budgeting. Non-federal contributions applied to
programs or projects by sub-contractors must .likewise
be recorded as should any program income resulting
from program operations.

(3) Budgeting and Budget Review of Sub-Contractor Financial
Operations. The grantee.should, in most cases, see
that each sub-contractor prepares an adequate budget,

.y
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on which its contractual commitment Qi11 be based.
The detail of each sub-contractor project budget must
be maintained on file by the grantee.

(4) Non-Federal Contributions. In some cases, the grantee
agency may furnish negotiated non-federal matching
shares. In those instances, the Institute shall provide
guidance on an individual basis on the rules, require-

“ ments, limitations, and regulations pert1nen+ to non-
federal contributions.

(5) Reporting Irregularities. Grantees are responsible
for reporting promptly to the Institute the nature
and circumstances surrounding any financial irregularities
discovered. Failure to report known irregularities
may result in suspension of the:governing grant or other
remedial action.

4. ELEMENTS OF ACCOUNTING SYSTEMS - GENERAL ACCOUNT STRUCTURE

a.

General System Elements. Accounting systems involve a

series of operations relating to the classifying, recording,
summarizing, and reporting of transactions performed. The
elements of the system should consist of an account structure,
the accounting records, source documents, financial reports,
and the procedures that prescribe the manner in which these

‘operations are performed.

Minimum Accounting Requirements. This Guideline Manual

seeks to identify minimum accounting requirements for
grants awarded under Title V of the Act. Compliance with
these requirements will assist implementing Grantees and
their sub-contractor in meeting financial report require-
ments and prepare internal financial reports to satisfy
program information needs. At the outset, an account
structure adequate to the demands of the Act and grantee
fiscal responsibilities must be developed and utilized.

a.

5. ACCOUNTING FOR GRANTEE CONTRIBUTIONS AND MATCHING SHARES.

Total Cost Budgeting and Accounting. Accounting for grants

under the Act should be structured and executed on a "total
program cost" basis. That is, total program costs, including
Federal grant funds, matching shares, and any other fund
sources (other Federal grants, private foundation grants,
etc.) should be the foundation for fiscal administration and
accounting for Title V grants. The value, appropriateness
and allowability of costs funded with Grantee contributions
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is determined in the same manner and under the same principles
as the allowability of costs funded from the Federal grant.

The Grantee shall separately record such grantee contributions.

RECORDS OF CONTRIBUTIONS. Where the requirement for Grantee

contributions 1s indicated, records must be maintained
which show the amount and timing of contributions. These
records are subject to audit and exceptions in the same
manner and to the same extent as books and records dealing
with the receipt and disposition of Federal grant funds.

6. MAINTENANCE AND RETENTION OF RECORDS.

a.

Retention Period. Records of the grantee and its sub-

contractors, including books of original entry, source
documents supporting accounting transactions, the general
ledger, subsidiary ledgers, personnel and payroll records,
cancelled checks, and related documents and records must

be retained for a period of three years. The retention
period starts from the date of the submission of the final
expenditure report or, for grants which are renewed annually
from the date of the submission-of the annual expenditure
report. The three-year retention period is qualified as
follows:

(1) Records for nonexpendable property acquired with
Federal grant funds shall be retained for three years
after its final disposition.

(2) When grant records are transferred to or maintained
by the Federal grantor agency, the three-year retention
requirement is not applicable to the grantee.

(3) Records must be retained beyond the three-year period
if an audit is in progress and/or the findings of a
completed audit have not been resolved satisfactorily.
If an audit is completed and the findings are resolved
prior to the three-year period, records will be retained
until the end of the three-year period. If the three-
year period has passed and no audit has been initiated,
the records will be retained in accordance with other
State and local law. If State or local law requires
a longer period of record retention, access to the
records will be allowed for purposes of a Federal audit.

(4) The Institute may request transfer of certain records
to its custody from implementing Grantees when it
determines in conjunction with the State that the
records possess long-term retention value.

L
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(5) Unless otherwise required by law, no implementing
Grantee will place restrictions which would 1imit public
access to the records excep® when records must remain
confidential for the following reasons:

(a) Prevent a clear unwarranted invasion of personal
privacy.

- (b) Specifically required by Executive Order or
statute to be kept secret.

"(c) Commercial or financial information obtained from
a person or a firm on a privileged or confidential
basis.

(d) Any other information which can be exploited for
the purpose of illegal gains.

Coverage. Source documents would, for Institute grant
administration purposes, also include copies of all sub-

contracts and sub-contract awards, applications and required

sub~contract fiscal reports. Adequate time and attendance
accounting for full-time, part-time and intermittent employees,
and for individual consultants whose compensation is charged

to grant programs and sub-contract projects is required.
Grantees shall insure maintenance of supporting records

-.0of grant expenditures in sufficient detail and itemization

7. CASH

to show the exact nature of each expenditure. Such records
should clearly indicate to which major budget category and
sub-items within the category an expenditure is chargeable.
Each expenditure shall be referenced to a supporting purchase
order, contract, voucher, invoice, or bill properly approved.

Maintenance. Records shall be maintained in an orderly

manner and shall be available, for audit purposes, to the
Institute or the Comptrolier General of the United States

or their authorized representatives. Grantees are expected

to see that records of different Federal fiscal periods

are separately identifiable and so maintained that information
desired can be readily located. Grantees are also obliged

to protect records adequately against fire or other damage.
When records are stored away from the grantee's principal
office, a written index of the location of records stored
should be on hand and ready access should be assured.

DEPOSITORIES. Recipients of Federal funds shall deposit

thes
secu
does
any

reco

e funds in a bank with FDIC -coverage and must be collaterally
re, as provided for in 12 U.S.C. 265. Although the Institute
not require physical segregation or the establishment of
eligibility requirement for cash depositories, it does

mmend the following:
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,ggz%
5 -
. e%— ‘i ig,
a. A separate bank account may be used. :
b. Consistent with the national goal of expanding the opportunities
for minority business enterprises, grantees are encouraged
to use minority banks.

L
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CHAPTER 4

ALLOWABILITY OF COSTS |

Section 1. General

AUTHORITY

This chapter deals with the rules and principles applicable in
determining costs properly chargeable to grants and contracts
awarded by the National Institute of Corrections under Title V

of the Act. It is based on the standardized cost allocation

and allowability principles prescribed for all Federal grant-
in-aid programs as contained in Federal Management Circulars (FMC)
issued by the General Services Administration. To this extent,
the principal FMC are described below.

APPLICABILITY OF FEDERAL MANAGEMENT CIRCULARS (FMC)

FMC 73-8 "Cost principles for educational institutions® forms

the basis for determining costs related to educational institutions
while FMC 74-4 "Cost principles applicable to grants and contracts
with state and local governments" forms the basis for determing
costs related to federally supported projects performed by state
and local governments. These circulars provide the basis for

a uniform approach to the problem of determining costs and to
promote efficiency and better relationships between grantees and
the federal government. They are designed to provide that
federally assisted programs bear their fair share of costs
recognized under these principles except where restricted or .
prohibited by law. No provision for profit or other increment
above cost is intended.

The National Institute of Corrections has determined that allowable
costs associated with federally supported projects conducted

by public and private agencies, other organizations and individuals
shall be determined in accordance with the principles contained

in FMC 74-4 until such time as the General Services Administration
promulgates Federal Management Circulars for these areas.

To the extent of the applicability of Federal Management Circular
74-7 "Uniform Administrative requirements for grants-in-aid...",
many of those pertinent positions have been incorporated through-
out this Guideline Manual and where circumstances may warrant,
the Institute can provide individual guidance for grantees

where potential applicable provisions of FMC 74-7 have not been
specifically incorporated herein.

Al
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Accordingly, these directives are to be regarded as applicable
to all grant and subgrant recipients receiving Title V funds
and will guide the Institutes administration, audit, and cost
determinations with respect to such funds and their use by
grantees.

3. BASIC PRINCIPLES. The policy guides and general allocability
and allowability principles set forth in the FMC's adequately
define the Institutes policies and assumptions concerning cost
determinations in connection with Title V grants and the programs
and projects to which they relate. The basic focus in determining
or examining allowability of costs within the FMC framework will
be the extent to which cost items contribute to the purposes
and execution of the grant program and are so applied. It will
be assumed:

a. That Grantees will each bear their appropriate share of-
allocated costs as allowable not only under the FMC but
also under State and local law or regulation,

b. That grantees and their sub—contraétors will accept responsibility
for expending and accounting for Institute funds in a manner
consistent with:

N

(1) Pertinent agreements and program objectives, and o

(2) Policies and procedures that apply uniformly both
to federally assisted and other activities of the
grantees.

c. That Grantees and their sub-contractors have the primary
responsibility for employing whatever form of organization
and management techniques necessary to assure proper and
efficient fiscal administration and cost allocation, including
accounting, budgeting, reporting, auditing and other review
controls.

d. That costs pertinent to carrying out unrelated functions
of government (i.e., unrelated to correctional programs
receiving grant support) are not allowable and there can be
no recognition of "profit" or other increment above true
cost to State or local government in executing Title V
grants.

4. COST RELATED PROVISIONS OF THE ACT. It should be noted that
FMC's do not identify the circumstances or dictate the extent
of Federal and State or local participation in the financing
of particular grants programs. Matching requirements of various
Federal programs are unaffected by the Circulars and where

g
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authorizing legislation contains explicit restrictions on the
reimbursement of particular costs, such restrictions are also
unaffected. The Institutes initial legislation does not provide
-for matching requirements; accordingly, grantees will receive

100% funding. Therefore, it is the determination of the Institute
that, in order to maximize the availability of federal funds,
careful scrutiny of costs budgeted in applications will be of
paramount significance.

5. CONTENTS OF FEDERAL MANAGEMENT CIRCULARS. The pertinent text
of these Circulars will be found in this manual,

a. Federal Management Circular 74-4, Attachment A deals with
general principles for determining costs (Appendix 1).
It elaborates on the Circular's purpose and scope and:

“*(1) Provides certain definitions;

- (2) Sets forth basic guidelines;

(3) Treats the subjects of composition of cost, direct
costs, and indirect costs (including Timitations on
the latter); :

(4) Deals with costs incurred by agencies other than the
' grantee and costs incurred by the grantee for others;

(5) States the general requirements and approvals related
to cost allocation plans for distribution of central
support or other joint costs among benefited grant
programs.

b. Attachment B of FMC 74-4 deals with standards for selected
items of cost. Costs, as discussed in this attachment,
are divided into three categories:

‘(1) Costs which are generally allowable.

(2) Costs which are allowable with grantor agency approval;
and,

(3) Costs which are not allowable,

¢. Federal Management Circular 73-8 Attachments. The principles
and related policy guides are set forth in the attachments.
Although for the convenience of educational institutes the
FMC 73-8 is reproduced herein, the subsequent cost policy
analysis in this manual pertains to the principals contained
in FMC 74-4. Where circumstances dictate, the Institute
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shall provide individual guidance to educational institutions
in interpretations affecting FMC 73-8 (Appendix 2).

(1) Attachment A - Principles for determing costs applicable
to research and development under grants
and contracts with educational institutions

(2) Attachment B - Principles for determining costs applicable
to training and other educational services
under grants and contracts with educational
institutions

(3) Attachment C -~ Cost accounting standards issued by the
Cost Accounting Standards Board under
the authority of Public Law 91-379 (50
U.S.C. App. 2168)

RPRETATION AND EXPLANATION.

a.

Cosfs Allowable with Institute Approval . Subsequent discussion

will deal primarily with definition of Institute policies

and rules concerning those costs to which prior Institute

approval is contemplated. Here guidance 1is needed by grantees
to facilitate grant fund administration, define precisely

when prior approval is required and how requests must be
made and minimize the necessity for individual approval

requests through blanket approval policies applicable to
such costs.

Costs Generally Allowable and Unallowable. 1In addition

to costs outlined in this manual, Timited interpretation

and expansion of Circular 74-4 text with respect to overall
cost allocation or composition principies, costs generally
allowable and costs generally unallowable has been provided

in those areas where questions have been frequently raised

or ambiguities identified by grantees which prevent them

from proceeding with assurance as to correct adherence to
Circular 74-4 or proper interpretation of Circular 74-4
requirements.

Future Modification or Adjustment. Where no amplification

of FMC 74-4 text is deemed necessary, no commentary has

been offered. It is only with reference to questions or
subjects which call for further explanation or policy def-
inition that additional guidance has besen provided. In such
cases, the Institutes rules and policies will be subject

to modification or adjustment to conform to future issuances

or instructions applicable to all Federal grant-in-aid programs
which seek to further elaborate and standardize the cost

allowability principles of the circulars.




CHAPTER 4 -17-

10.

REASONABLENESS QF COST. These definitions of reasonable are
added as an amplification of FMC 74-4. A cost is reasonable

if, in its nature or amount, it does not exceed that which would
be incurred by an ordinarily prudent person in the conduct of
business or Government service. The question of reasonableness
of specific costs must be scrutinized with particular care in
connection with procurement which may not be subject to effective
competition. What is reasonable depends upon a variety of
considerations and circumstances involving both the nature and
amount of the cost in question. In determining the reason-
ableness of a given cost, consideration shall be given to:

a. MWhether the cost is of a type generally recognized as ordinary
and ‘necessary for the conduct of the contractor's business
or the performance of the contract or necessary for Government
service or the grant; .

b. The restraints or requirements imposed by such factors as
generally accepted sound business practices, arm's length
bargaining, Federal and State laws and regulations, and
contract and grant terms and specifications;

c. The action that a prudent manager would take in the circumstances
considering his responsibilities to his employees, the
Government and the public at large; and

d. Significant deviations from the established practices of
the grantee or contractor which may unjustifiably increase
the grant or contract costs.

RESERVED

SECTION 2. COST REVIEW, APPROVAL, AND MONITORING

PRIOR COST APPROVAL

a. Requirement. Written approval of grant costs will be
required for cost items listed in Section C, Attachment B
of Federal Management Circular 74-4 under the heading "Costs
Allowable With Approval of Grantor Agency" and for cost
determinations specified in other sections of the Circular
as requiring explicit grantor approval except as limited or
modified by subsequent paragraphs of this section of the
Guideline Manual.

b. Form.- Requests offering adequate justification or description
to permit review of allowability must be in writing either:
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(1) Through inclusion in thé budget or other component
of a grant or subgrant application, or,
(2) As a separate letter or written request.

11. PRIOR COST APPROVAL RESPONSIBILITIES

a. Administrative Authorities. Administration of Federal
Management Circulars 74-4, 73-8, and 74-7, principles and
standards will be vested in one authority:

(1) The National Institute of Corrections. Review of those
costs requiring grantor approval reserved for the
Institute are enumerated. in this chapter and written
approvals will be requested from and issued by the
Institute.

(SECTION 3. COSTS ALLOWABLE WITH APPROVAL OF GRANTOR AGEMCY
12-15. RESERVED '
16. GENERAL - cosfs REQUIRING APPROVAL

a. Cost categories. Several types of grant costs (eight basic
categories) requiring prior Federal approval are Tisted in
Section C of Attachment B, FMC 74-4. Two additional types
of costs have been added by the Institute. Section 3
addresses the ten specific types of grant costs requiring
prior approval (see paragraphs 17 through 26). It was not
the intention of the Institute to require "grantor agency
approval" of all charges falling within the Tisted cost
cateqories but only for those aspects or elements which
specifically require grantor agency approval. Thus, for
example, although automatic data processing costs are discussed
generally in this sectiaon and are deemed allowable, it is
only the purchase or other acquisition of automatic data
processing equipment that requires "specific prior approval
of the grantor Federal agency."

b. Expenditure Levels. The establishment of dollar expenditure
Tevels 1n this section below which individual grantor
approval is not required is intended to furnish blanket
approval for modest grant-related outlays within the pertinent
cost category. It should not be taken to imply that costs
above such Tevels will not receive "grantor approval" upon
submission of appropriate data and justification.
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17. AUTOMATIC DATA PROCESSING.

a.

Requirement

(1) Prior approval is required only for the acquisition
of equipment, whether by outright purchase, lease-
purchase agreement or other method of purchase,

Definition. The following is the definition of automatic

data processing equipment as used in FMC 74-4: General
purpose, commercially available ADP components and the
equipment created from them, regardless of use, size,.capacity
or price, which are designed to be applied to the solution

or processing of a variety of problems or applications.

This definition includes:

(1) Digital, analog or hybrid computer equipment;

(2) Auxiliary or accessorial equipment such as data
communications terminals, source data automation
recording equipment (e.g., optical character recognition
equipment, and other data acquisition devices), and
data output equipment (e.g., digital plotters, computer
output microfilms) etc., to be used in support of
digital, analog, or hybrid computer equipment; whether
cable connected, wire connected, radio connected or
self-standing, and whether selected or acquired with
a computer or separately;

(3) PCAM (Punch Card Accounting Machines) whether used in
conjunction with or independently of digital, analog,
or hybrid computers.

Qualifications and Exclusions

(1) Analog computers are covered only when computers of
this type are being used as equipment peripheral to
a digital computer.

(2) Items of ADP equipment that are (a) physically in-
corporated 1n a weapon, or (b) manufactured under a
developmental contract, are excluded from the above
definition.

(3) Accessories such as tape cleaners, tape testers,
magnetic tapes, paoer tapes, disc packs and the Tike
are exc]uded
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18.

BUILDING SPACE AND RELATED FACILITIES.

a.

Rental Cost. Prior written approval is not required where:

(1) The total rental space requirement, including space
for file;, conference, mail, supply, reproduction, and
storage rooms, is not in excess of 150 square feet
per employee (space required for intermittent and/or
part-time employees may be included).

(2) The rental charge is certified in writing by the
grantee or subgrantee (document on file with grant
Fiscal records) to be consistent with the prevailing
rates in the area and not in excess of $7 annually
per square foot.

Maintenance and Operation. Prior approval is not required

where maintenance and operation expenses as defined in FMC
74-4 when added to any space rental costs, are estimated
not to exceed an aggregate total of $10 annually per square
foot of space occupied.

Rearrangements and Alterations. Prior approval is not

required from the Institute when the total estimated outlay
for rearrangement and alteration costs under any grant or
subgrant is less than $1,500. For costs in excess of such
amount, justification must normally show that:

(1) The building involved is in reasonably good condition
with a 1ife expectancy of five or more years,

(2) The costs are true rearrangement or renovation costs
as distinguished from new construction or expansion
of an existing building.

(3) Total costs do not exceed 25 percent of the current
value of the building.

(4) Same limit other then above.

Depreciation and Use Allowances on Publicly Owned Buildings.

Charges in conformity with the principles and rules on
"depreciation and use allowances" set forth in section B.11
of Attachment B, FMC 74-4 are allowable. Prior Institute
approval is required only when depreciation or use allowances °
are to be charged, for appropriate reason, on temporarily
idle or excess facilities.
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e. Occupancy Under Rental Purchase or Lease with Option to
Purchase Aqreement. Prior approval of costs of occupancy
under arrangements of this type for grantees must be provided
by the Institute.

ENUIPMENT AND OTHER CAPITAL EXPENDITURES. (See paragraph 49

of this chapter for Grantee Procurement Standards and Procedures).
Title V grant funds may be expended for equipment. FMC 74-4
provides that the cost of equipment and other capital assets,
including repairs which materially increase their useful life,

is allowable "when such procurement is specifically approved

by the Federal aqrantor agency." Institute approval requirements
will be as follows:

a. Inclusion of equipment in the grant application budget with
sufficient detail to indicate the types, quantity and
estimated costs of items desired or,

b. Submission of a separate request for approval providing
similar information.

c. Cost Allowability Principles. In reviewing equipment
acquisition budgets and proposals, the following cost
allowability principles should be kept in mind:

(1) Equipment required for the conduct of Title V grant
projects should be budgeted for and purchased only
after determination by responsible grantee officials
that no other equipment owned by the grantee is available
for the effort.

(2) Grant funds should not be used to provide reimbursement
for the purchase price of equipment already owned
by the grantee or sub-contractor other than through
permissible depreciation or use allowances actually
charged to the grantee. This would not apply to
equipment owned by a State or local government central
purchasing department and held in stock available
for issuance and sale to the grantee or other grantee
government offices.

(3) If equipment purchased is used commonly for two or more
Federal grant programs or for a Federal grant program
and a non-federally grantee activity, appropriate
proration of cost to each activity involved must be
effected. .
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(4) Allowability of the costs of equipment purchased
with Federal funds will be reduced to the extent of
resale or recovery value where use of such equipment
for carrying out the purposes of the grant project is
discontinued (during the 1ife of the project) or use
for law enforcement purposes is discontinued (after
completion of the project) unless all credits relating
to such contingencies as set forth in section C.3 of
FMC 74-4 ("Applicable Credits") are applied to offset
or reduce grant charges. This requirement should be
made a specific condition of all grants which include
Federal funds for the purchase of equipment.

INSURANCE AND INDEMNIFICATION. As indicated in FMC 74-4, inclusion

of insurance or indemnification costs in the approved grant
budget or award is normally a precondition for allowability

of such costs.
also be made.

However, separate requests for approval may
Also, prior approval of insurance costs incurred

in accordance with standard State or local government policy

in the conduct of its activities (i.e., both federally and non-
federally related) and consistent with sound business practice,
such as bonding of employees or 1iability insurance for staff,
is not required.

MAMAGEMENT STUDIES. Prior approval of costs of management

studies as defined in FMC 74-4 1is required only if the studies
are to be performed by agencies other than the grantee.

_ PREAGREEMENT COSTS. Prior approval is required for "preagreement

costs” either by inclusion in the grant application or by .
separate submission and approval prior to formal approval by
the Institute of the.grant application.

PROPOSAL COSTS. Prior approval by the Instdtute is required

. for proposal costs, either by inclusion in the grant or by

separate submission.

PROFESSIONAL {INCLUDING CONTRACT AND CONSULTANT) SERVICES.

(See paragraph 49 of this chapter for Grantee Procurement

a.

~ Standards and Procedures.)

The requirements of professional services with respect to

arrangements with individuals, other government units and
non-government crganizations are as follows:

(1) Arrangements with INDIVIDUALS shall insure that:

(a)

It is Institute policy that as a general rule
the maximum daily rate for consultants and specialists

EsN
Sy
ket



CHAPTER 4

(3)

(c)

(d)
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will not exceed $135 per day including fringe
benefits. Under unusual circumstances up to $200
per day may be paid tc individual consultants.

Any amounts exceeding $135 per day must have

prior Institute approval. This rate is based

upon an eight-hour day. It is recognized an
eight-hour day may include preparation, evaluation
and travel time in addition to the actual per-
formance.

The individual is not an employee of the executive
branch of State government,

Dual compensation is not involved (i.e., the
individual may not receive compensation from
his regular employer and the retaining grantee
for work performed during a single period of
time)even though the services performed benefit
both),

The compensation is reasonable and consistent
with that paid for similar work in other activities
of the State or local government,

The retainer arrangement is formal and proper and
otherwise consistent with the grantee's usual
practices for obtaining such services,

Time and/or services for which payment will be: made
and rates of compensation will be supported by
adequate documentation, and, .

Transportation and subsistence costs for travel
performed are at an identified rate consistent

with the Federal Government general travel reimburse-
ment practices.

Arrangements with OTHER GOVERMMEMT UNITS shall insure

that the work or services. for which reimbursement is
claimed must be directly and exclusively devoted to
grant purposes and charged at rates not in excess of
actual cost to the "contractor" government agency.

Arrangements with NON-GOVERNMENT ORGANIZATIOMS shall

insure that:

(a)

The arrangement is formal and proper and consistent
with the usual practice and policies of the grantee
in contracting for or otherwise obtaining services
of the type required:
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(b) Indirect costs or overhead charges in cost-type
arrangements are based on an audited or negotiated
rate previously approved bv a State or Federal
aqgency or are based on an indirect cost submission,
reflecting actual cost experience during the
contractor's last annual or other recently compieted
fiscal period; and, ‘

(c) The fixed fee or profit allowance in cost-type
arrangements, does not exceed 10 percent of total
estimated costs.

(4) A grantee should not circumvent the requirements of
Chapter 4, paragranh 24a(1) and (3) by contracting
for a fixed product which would not be subject to the
professional services fee limitation. This is particularly
significant in contracting for the services of the
individuals.

b. If any of the requirements outlined in Chapter 4, paragraph
24a(1), (2) or (3) are not met, prior approval must be
obtained from the Institute.

MEDICAL RESEARCH

Medical research to be conducted by any grantee or sub-contractor
financed with Institute funds must be specifically detailed
in the grant application as to tyje of research; place and

_persons conducting the research; amount of research funds

available; and research methodology, including data on use of
chemical agents or medical procedures, use of human volunteers

or animal subjects, and a description of any anticipated experiments,
for review and prior approval by the Institute.

. Generally it is Institute policy not to fund graﬁt applications

for medicai research or for the use of medical procedures

which seek to modify behavior by means of any aspect of psycho-
suraery, aversion therapny, chemotherapy (except as part of
routine clinical care), and physical therapy of mental disorders.

. Such proposals will be referred to the ‘Secretary of the Department

of Health, Education and Welfare for appropnriate funding con-
sideration. This policy does not apply to a limited class of
programs involvina procedures generally recognized and accepted

as not subjecting the patient to physical or psychological

risk (e.g., methadone maintenance and certain alcoholism treatment
programs), as specifically approved in advance by the National

- Institute of Corrections, after appropriate consultation with

and advice of the Department of Health, Education, and Welfare.

This is not intended to cover those programs of behavior modification
such as involve environmental changes or social 1nteract1on where

no medical procedures are utilized.
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27-29.

30.

31.

FOREIGN TRAVEL. Foreign travel is defined ac any travel outside

of the United States and its territories and possessions,
Foreign travel costs are allowed only when:

a. The travel has recejved specific prior approval by the
NIC.

b. Each separate foreign trip must be specifically approved
by the NIC.

RESERVED.

SECTION 4. COSTS GENERALLY ALLOWABLE

COMMENTARY. This section supplements Federal Management Circular

74-4 text and responds to points on which questions have been

frequently raised.

COMPEMSATION FOR PERSONAL SERVICES.

a. Two or More Federal Grant Programs. Where salaries apply
to executive of two or more grant programs, proration of
cost to each grant involved must be made, and written
Institute permission obtained to permit charges of salaries
to one grant in cases where two or more grants constitute
one identified activity or “program,"

b. Extra VWork

(1) A State or local government employee may be emp]oyed
by a grantee in addition to his full-time job provided
the work is performed on the employee's own time and:

(a) The compensation is reasonable and consistent .
with that paid for similar work in other activities
of State or local government;

(b) The employment arrangement is approved and proper
under State or local regulations; and,

(c) The time and/or services provided is supported
by adequate documentation.

(2) Such employment arrangements should normally be made
by the grantee directly with the individual (to avoid
problems arising from overtime, holiday pay, night
differential or related payro11 regulations) unless
there has been a transfer or loan of the employee for
which his regular as well as overtime services provided
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are to be charged to or reimbursed by the grantee,
Overtime and night differential payments are allowed
only to the extent that payment for such services

is in accordance with the policies of the State agency
or unit of local government. The overtime should

be prorated among the various jobs and not charged
exclusively to Institute funds. -

(3) Payment of these premiums will be for work performed
by agrant employees in excess of the established work
week (usually 40 hours). Payment of continued over-
‘time is subject to the periodic review by the Institute.

c. Grant Purposes and Dual Compensation. Charges of the time

of State and local government employees assigned to grant
proarams may be reimbursed or recognized only to the extent
they are directly and exclusively related to grant purposes
or proper for inclusion in indirect cost bases. In no case

is dual compensation allowable (see note). That is, an
employee of a unit of government may not receive compensation
from his unit or agency of government and from an Institute
grantee or sub-contractor for work purportedly performed
during a single period of time (e.g., 1 p.m. to 5 p.m.) g1
even though such work may benefit both activities. 4

NOTE: Full time university academic appointments do not
preclude paid reimbursement for consultant services
under the dual compensation ban where university
arrangements specifically permit the faculty member
to consult during a specified number of days or portions
of the work week or other employment period.

CONFERENCES, SYMPOSIA AND WORKSHOPS. Charges to a grant may

include conference or meeting arrangements, publicity, registration,
salaries of personnel, rental of staff offices and conference

space, recording or translation services, postage and telephone
charqges, and travel expenses (including transportation and
subsistence) for faculty, speakers, or participants. Each of

these items, when related to grant purposes, are otherwise

- allowable costs under FMC 74-4. Grant funds may not be used

for honoraria (i.e., payments to participating individuals or
quests other than for documented professional services actually
rendered at reasonable compensation rates), entertainment,
sports, visas, passport charges, tips, bar charges, personal
telephone calls, or laundry charges of participants or guests.

5
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PROJECT IMCOME. Grantees are required to account for program

income related to projects financed in whole or in part with
Federal funds.

a.

Interest. The State and any agency or instrumentiality

of a State shall not be held accountable for interest

earned on arant funds. All other arantees shall return

any interest earned on arant funds to the National Institute
of Corrections. In this respect, grantees and sub-contractors
shall so order their affairs as to insure minimum balances

-in their resnective grant accounts.

Royalties.

(1) Royalties received from copyrights and patents during
the arant period shall be retained by the grantee and,
in accordance with the grant agreement, be either
added to the funds already committed to the program
or deducted from total project costs for the purpose
of determining the net costs on which the Federal share
of costs will be based. In either case, the Institute
shall be consulted for proper d1spos1t1on

(2) After termination or completion of the grant, the
Federal share of royalties in excess of $200 received
annually shall be returned to the Federal grantor agency
in the absence of any specific agreements. The Federal
share of royalties shall be computed on the ratio basis
as the Federal share of the total project cost.

Sale of Prooerty. The policy governing the proceeds from

the sale of real and personal nroperty purchased with project
funds is covered in Attachment N of Federal Management
Circular (see appendix 3 of this manual).

Other. A1l other proaram income earned dur1nq the grant
period shall be retained by the grantee and, in accordance
with the grant aareement. shall be:

(1) Added to funds committed to the project by the grantor
and arantee and be used to further eligible program
objectives: or

(2) Deducted from the total nroject costs for the purpose
of determining the net costs on which the Federal
share of costs will be based,

RESERVED
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38.

39.

40.

41.
42.

SECTION 5. COSTS GEMERALLY UNALLOWABLE

COMPENSATION OF FEDERAL EMPLOYEES. Salary payments, consulting

fees or other renumeration of full-time rederal employees are
unallowable costs under Title V grants and contracts.

TRAVEL OF FEDERAL EMPLOYEES. Costs of transportation, lodging,

subsistence, and related travel expenses of Institute employees
are unallowable charges against Title V grants. Travel expenses
of other Federal employees may be reimbursed from grant funds
(in accordance with Federally established rates) when:

a. It has been included as an identifiable item in the funds
budgeted for the project or subsequently submitted for grantor
approval and, _

b. Approved participation of the Federal employee has been by
the Federal employee's department or agency.

BONUSES OR COMMISSIONS. The grantee or subgrantee is prohibited

from paying any bonus or commission to any individual for the
purpose of obtaining approval of an application for Institute
assistance.

RESERVED

LOBBYING.

.a. No part of any grant shall be used:

(1) For publicity or propaganda purposes designed to support
or defeat legislation pending before legislative bodies;

(2) To pay, directly or indirectly, for any personal service,
advertisement, telegram, telephone, letter, printed or
written matter, or other device, intended or designed
to influence in any manner a member of Congress, to
favor or oppose, by vote or otherwise, any Tegislation
or appropriation by Congress, whether before or after
the introduction of any bill or resolution proposing
such legislation or appropriation (18 U.S.C. 1913; or

(3) To pay a publicity expert (5 U.S.C. 3107).

b. This provision is not to be construed as 1imiting expenses
for the purpose of testimony hefore legislative bodies
reviewing the effectiveness of grant programs or to prevent
introduction and support in the State legislatures of general
statutory reform, such as criminal code revisions, etc.

‘7
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43-44. RESERVED
SECTION 6. GENERAL COST PRINCIPLES

45, COST ALLOCATION PLANS - CENTRAL SUPPORT SERVICES, State Agencies
may not charge the cost of central support services supplied
by the State except pursuant to a "cost allocation plan" approved
by the Department of Health, Education and Welfare as provided
in Section J of Attachment A, Federal Management Circular 74-4,
This may be on a provisional, final and predetermined rate basis,

46. INDIRECT COSTS.

a. Approved Plan Available

(1) The Institute may accept any indirect cost rate or
allocation plan previously approved for any State agency,
tocal unit of government or any other public or private
organization by any Federal granting agency on the
basis of allocation methods substantially in accord
with those set forth in FMC 74-4.

(2) Where federally approved rates are used as the basis
for charging indirect costs to Title V grant funds,
a copy of the Federal agency approval document should
be promptly furnished.

b. No Existing Approved Plan

(1) Where there is no existing federally approved rate
for the organization indirect costs may not be charged
to Title V grant funds on the basis of predetermined
fixed rates or a negotiated lump sum unless the rate
is approved by the Institute,

(2) In those instances where there is no existing federally
approved rate, flat amounts not in excess of ten percent
of direct labor costs (excluding fringe benefits)
may be allowed.

(3) Where flat rates are accepted in lieu of approved
indirect costs, rates, grantees may not also charge
expenses normally included in overhead pools, e.g.,
accounting services, legal services, building occupancy
and maintenance, etc., as direct costs. Grantees are
encouraged to seek maximum indirect cost absorption




CHAPTER 4 ~30-

47.

48.
49.

as a means for broader and more concentrated application
of Federal funds to direct Institute activities.

DEVIATIONS FROM SUBMITTED BUDGETS - ALLOWABILITY OF COSTS.
The Institute recognizes the needs which will arise for departure
from or adjustment of previously submitted budget estimates in

-Title V grants. The most carefully formulated estimates must

respond to futuie events, experience, and special contingencies,
problems or costs not always susceptible of advance determination,
therefore, grantees may transfer, among expenditure categories,

a cumu1ative amount of up to 5 percent of the grant budget or
$10,000 whichever is greater (for grant budgets in excess of
$100,000 or a cumulative 5 percent change of the grant budget

for grants of $100,000 or less). Transfers exceeding these
limitations require the prior approval of the Institute,

RESERVED.

GRANTEE 'PROCUREMENT STANDARDS AND PROCEDURES.

a. Purpose. The following paragraphs provide standards for
use by the grantees in establishing procedures for the
procurement of supplies, equipment, and other
services with Institute grant funds. These standards are
furnished to insure that such materials and services are
obtained in an effective manner and in compliance with the
provisions of applicable Federal law and Executive Orders,

b. Content. The policies set forth in this paragraph supplement
paragraphs 19 and 24 of this chapter of the manual. These
policies and standards do not relieve the grantee of the
contractual responsibilities arising under its contracts.

The grantee is the responsible authority, without recourse

to the grantor agency regarding the settlement and satisfaction
of all contractual and administrative issues arising out

of procurements entered into in support of a grant. This
includes but is not limited to: disputes, claims, protests

of award, source evaluation or other matters of a contractual
nature. Matters concerning violation of law are to be

referred to such local, State, or Federal authority as may

have proper Jur1sd1ct1on

c. Minimum Requirements. Grantees may use their own procurement
regulations which reflect applicable State and Tocal law,
rules and requlations provided that procurements made with
Federal grant funds adhere to the standards set forth in
this paragraph.

[er——
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Standards of Conduct. The grantee shall abide by a code

or standard of conduct which shall govern the performance
of its officers, employees, or agents in contracting with
and expending Institute grant funds. Grantee's officers,

. employees or agents, shall neither solicit nor accept gratuities,

favors, or anythina of monetary value from contractors or
potential contractors. To the extent permissible by State
or local law, rules or regulations, such standards shall
provide for penalties, sanctions, or other disciplinary
actions to be applied for violations of such standards by
either the grantee officers, employees, or agents, or by
contractors or their agents.

Adequate Competition. A1l procurement transactions regardless

of whether negotiated or advertised and without regard to
dollar value shall be conducted in a manner so as to provide
maximum open and free competition. The grantee shall be

alert to organizational con¥licts of interest or noncompetitive
practices among contractors which may restrict or eliminate
competition or otherwise restrain trade. Contractors that
develop or draft specifications, requirements statements

of work and/or RFP's for a proposed procurement shall be
excluded from bidding or submitting a proposal to compete

for the award of such procurement, .

Procurement Procedures. The grantee shall establish procurement

procedures which provide for, as a minimum, the following
procedural requirements:

(1) Proposed Procurement Actions shall be reviewed by
grantee officials to avoid purchasing unnecessary or
duplicative items. Where appropriate, an analysis
shall be made of lease and purchase alternatives to
determine which would be the most economical and
practical procurement.

(2) Invitations for Bids or Requests for Proposals shall
be based upon a clear and accurate description of the
technical requirements for the material, product, or
service to be procured. Such description shall not, <
in competitive procurements, contain features which
unduly restrict competition. "Brand name or equal"
description may be used as a means to define the
performance or other salient requirements of a procurement,
and when so used, the specific features of the named
brand which must be met by offerors must be clearly
specified. .
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Positive Efforts shall be made by the grantees to
utilize smail business and minority owned business
sources of supplies and services  Such efforts should
allow these sources the maximum feasible opportunity

to compete for contracts to be performed utilizing
Institute grant funds. Such positive efforts may
include where feasible, the breakout of work that could
be readily handled by small business or minority firms;
and shall include the aggressive recruitment of small
business and minority firms for bidders list,

The Type of Procuring Instruments used (i.e,, fixed

price contracts, cost reimbursable contracts, purchase

~orders, incentive contracts, etc.), shall be appropriate

for the particular procurement and for promoting the
best interest of the grant program involved, The
“cost-plus-a-percentage-of-cost" method of contracting

'shall not be used,

Formal Advertising. UWith adequate purchase description,

sealed bids, and public openings shall be the required
method of procurement unless negotiation pursuant to
paragraph 49f(6) is necessary to accomplish sound
procurement. However, procurements of $10,000 or less
need not be so advertised unless otherwise required

by State or local law or regulations. Where such
advertised bids are obtained the awards shall be made

to the responsible bidder whose bid is responsive to the
invitation and is most advantageous to the grantee,
price and other factors considered. (Factors such

as discounts, transportation costs, taxes, may be
considered in determining the lowest bid.) Invitations
for bids shall clearly set forth all requirements which
the bidder must fulfill in order for his bid to be
evaluated by the grantee. Any or all bids may be
rejected when it is in the arantee's interest to do

so, and such rejections are in accordance with applicable
State and local law, rules, and regulations.

Procurements May be Negotiated if it is impracticable

and unfeasibie to use formal advertising. Notwithstanding
the existence of circumstances justifying negotiation,
competition shall be obtained to the maximum extent
practicable, Generally, procurements may be negotiated

by the grantee if:

(a) " The public exigency will not permit the delay
incident to advertising;
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(b) The material or service (including.personal or
professional services) to be procured is available
from only one person or firm; (all contemplated
sole source procurements where the aggregate
expenditure is expected to exceed $10,000 shall
be referred to the grantor agency for prior approval.)
Proposed formal advertised or competitive negotiated
procurements for which only one bid or proposal
is received is deemed to be, for purposes of this
paragraph, a sole source procurement. Interagency
contracts where the work is performed by a State
governmental agency, including a State University,
does not require approval.

(c) The aggregate amount involved does not exéeed
$10,000;

':' (d) The contract is for personal or professional

services, or for any service to be rendered by
a university, college, or other educational insti-
tutions;

(e) No acceptable bids have been received after formal
advertising; '

(f) The purchases are for highly perishable materials

: or medical supplies, for material or services
where the prices are established by law, for
technical items or equipment requiring standardization
and interchangeability of parts with existing
equipment, for experimental, developmental or ,
research work, for supplies purchased for authorized
resale, and for technical or specialized supplies
requiring substantial initial investment for
manufacture;

(g) Otherwise authofized by law, rules, or requlations.

Contracts. Contracts shall be made only with responsiblie

contractors who possess the potential ability to perform
successfully under terms and conditions of a proposed
procurement. Consideration shall be given to such matters

as contractor inteqrity, record of past performance, financial
and technical resources, or accessibility to other necessary
resources, ‘

Procurement Records. Procurement records or files for

purchases in amounts in excess of $10,000 shall provide
at least the following pertinent information: Jjustification
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for the use of negotiation in lieu of advertising, contractor
selection, and the basis for the cost or price negotiated,

Contract Administration. A system for contract administration
shall be maintained to assure contractor conformance with
terms, conditions and specifications of the contract or

order, and to assure adequate and timely follow-up of all
purchases.

Provisions for Contracts. The grantee shall include, 1in

addition to provisions to define a sound and complete agree-
ment, the following provisions in all contracts:

(1) Contracts shall contain such contractual provisions
or conditions which will allow for administrative,
contractual or legal remedies in instances where
contractors violate or breach contracts terms, and
provide for such sanctions and penalties as may be

. -appropriate,

(2) A1l contracts, amounts for which are in excess of
$10,000, shall contain suitable provisions for termination
by the grantee including the manner by which it will
be effected and the basis for settlement, In addition,
such contracts shall describe conditions under which
the contract may be terminated for default as wel]
as conditions where the contract may be terminated because
of circumstances beyond the control of the contractor,

(3) A1l contracts in excess of $10,000, shall include pro-
visions for compliance with ‘Executive Order No. 11246,
entitled, "Equal Employment Opportunity,” as supplemented
in Department of Labor Regulations (41 CFR, Part 60),
Each contractor shall be required to have an affirmative
action plan which declares that it does not discriminate
on the basis of race, color, religion, creed, national
origin, sex, and age and which specifies goals and target
dates to assure the implementation of that plan. (The
grantee shall establish procedures to assure compliance
with this requirement by contractors and to assure that
suspected or reported violations are promptly investigated,)

(4) A1l contracts for repair of physical facilities shall
include a provision for compliance with the Copeland
"Anti-Kick Back" Act (18 U.S.C. 874) as supplemented
in Department of Labor Regulations (29 CFR, Part 3),
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This Act provides that each contractor shall be prohibited
from inducing, by any means, any person employed in the
compietion or repair of public work, to give up any

part of the compensation to which he is otherwise
entitled. The grantee shall report all suspected or
reported violations to the grantor agency.

(5) MWhere applicable, all contracts awarded by grantees

in excess of $2,500 for contracts which involve the
employment of mechanics or laborers shall include a
provision for compliance with sections 103 and 107

of the Contract Work Hours and Safety Standards Act

(40 U.S.C. 327-330) as supplemented by Department of

Labor requlations (29 CFR, Part 5). Under Section 103

of the Act, each contractor shall be required to compute
the wages of every mechanic and laborer on the basis

of a standard work day of 8 hours and a standard work

week of 40 hours. Uork in excess of the standard work-
day or workweek is permissible provided that the worker

is compensated at a rate of not less than 1 1/2 times

the basic rate of pay for all hours worked in excess

of 8 hours in any calendar day or 40 hours in the work
week. Section 107 of the Act is applicable to construction
work and provides that no laborer or mechanic shall

be required to work in surroundings or under working
conditions which are unsanitary, hazardous or dangerous

to his health and safety as determined under construction,
safety, and health standards promulgated by the Secretary
of Labor. These reaquirements do not apply to the
purchases of suppliies or materials or articles ordinarily
available on the open market, or contracts for transportation
~or transmission of intelligence.

(6) Contracts or aareements, the principal purpose of which
is to create, develop, or improve products, processes
or methods: or for exploration into fields which directly
concern oublic health, safety, or welfare; or contracts
in the field of science or technology in which there
has been Tittle significant experience outside of work
funded by Federal assistance, shall contain a notice
to the effect that matters reqarding rights to inventions,
and materials aenerated under the contract or agreement
are subject -to the requlations issued by the Federal
grantor agency and the grantee.

(7) A1l contracts awarded by grantees shall include a
provision to the effect that the grantee, Institute,
and the Comptroller General of the United States, or
any of their duly authorized representatives, shall
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have access for purpose of audit and examination to

any books, documents, papers, and records of the contractor
that are pertinent to the grants received under Title V.

On all negotiated contracts pertinent records are deemed

to include all cost estimatina and actual cost data,

Each contract of an amount in excess of $10,000 awarded

by a grantee shall provide that the recipient will
comp.y with applicable requlations and standard of the
Cost of Living Council in establishing wages and

prices. The provision shall advise the recipient that
submission of a bid or offer or the submittal of an
invaice or voucher for property, goods, or services
furnished under a contract or agreement with the grantee
shall constitute a certification by him that amounts

to be paid do not exceed maximum allowable levels
authorized by the Cost of Living Council requlations

..or standards. Violations shall be reported to the
Institute and the local Internal Revenue Service field

office.

Contracts of amounts in excess of $100,000 shall

contain a provision which requires the recinient to
aqree to comply with all applicable standards, orders,
or reqgulations issued pursuant to the Clean Air Act

of 1970. Violations shall be reported to the Institute
and the Regional Office of the Environmental Protection
Agency.

Grant Applications. The procurement procedure and selection

basis to be used for contracts over $10,000 or the proposed
contract must be included as part of the application. On
all sole source procurements over $10,000, a justification
for the use of this method must be included and if the
contemplated sole source procurement agaregate expenditure
is expected to exceed $10,000, prior Institute approval

of the contract is required.
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CHAPTER 5
FINANCIAL AND PERFURMANCE REPORTS

SECTION 1. APPLICABILITY OF FEDERAL MANAGFMENT CIRCULAR NO, 74-7
FORMS TO THE INSTITUTE

1. GENERAL. The manner in which the Institute obtains financial
information, is nrescribed by the standards for administration
of grants-in-aid contained in Federal Management Circular (FMC)
No. 74~7, Attachment H. This attachment prescribes a set of
standard forms which are to be used by Grantees for:

a. Reporting financial information to grantor agencies: and

b. Requesting advances and reimbursements when a letter of
credit method s not used.

2. APPLICARILITY TO THE INSTITUTE. Since most grants made to State
and Tocal units of government are categorical arants, FMC 74-7
is nr1mar11v directed toward this type of grant.

3. FORMS TO USE The following form shall be used:

a. Fund Request Form. Request for Advance or Reimbursement -
Attachment H-3. This form is used for securing funds
{See Chapter 5, paragraph 32.)

b. Reportinq Forms.

(1) Financial Status Report - Attachment H-1. This form is
submitted to report the status of funds for ALL grants
covered by this manual.

(2) Report of Federal Cash Transactions - Attachment H-2,
This form is submitted by all grantees receiving Federal
funds with U. S. Treasury checks for ALL grants. Only
one form, per grantee, is required.

(3) Grant Progress Report. This narrative report is submitted
for all Institute-grants.

4. SUBMISSION REQUIREMENTS

a. Fund Requests

(17 . Requests for advances or reimbursements (Attachment H-3)
will be submitted in original and one copy by the grantee
funded by the Institute to the National Institute of
Corrections.
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5.

6.

b.

Reporting Forms. The required financial and performance
reporting forms shall be submitted to the Institute as
follows: (See Section 3, Chapter 5.)

AWARD DOCUMEMT AND PAYMENT OF GRANT FUNDS

a.

b'

Statement of Award. As grant applications are approved by
the Institute, Grantees will receive formal "grant award
statements" evidencing such action and indicating the amount
and type of grant and any special conditions of the grant.
The award statement will incorporate by reference or attach-
ment the grant application to which it relates., When issued
and accepted by the grantee, it will constitute the operative
document obligating and reserving Federal funds for use by
the grantee in execution of the program covered by the

award.

Acceptance. The grantee must indicate acceptance of the
grant and any special conditicns by returning a signed

copy of the award statement to the Institute. This will
confirm its contractual obligation to utilize funds for
purposes contemplated by the award and grant application

and to comply with grant conditions and applicable statutory
requirements and regulations.

Grant Number. Each grant will be numbered by the Institute
and all future correspondence and references to a grant
should include this number.

PAYMEMT OF GRANT FUNDS

a.

Annual Requirements Under $250,000, Grantees whose annual
fund requirement for all types of grants is less than
$250,000 will receive Federal funds on a "check issued"
basis. That is, upon receipt of a written request for

funds from the grantee a check covering the amount requested
for a minimum operational level will be mailed direct to the
grantee or its designated fiscal agent,

Annual Requirements Qver $250,000. At the option of the
Institute, special arrangements may be made for grantees
whose annual fund requirements are over $250,000. These
arrangements shall be concluded on an individual grantee
basis by the Institute through a letter of credit procedures,
Generally, the use of a letter of credit procedure shall

be minimized to the greatest extent poss1b1e.
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7. OBLIGATING FEDERAL FUNDS, Federal funds are obligated and thereby
made available to the grantee at the time the grant is awarded,
but only for purposes contemplated i~ the grant application
and award, and only for expenditure or obligation by the grantees
within the period stipulated in the grant award or generally
prescribed by the Institute for the type of grant involved.

Grant funds will be obligated within the specific grant period
indicated on grantee's statement of award and must be expended
within 90 days after that date. Request for change or extension
of the grant period must be made 60 days in advance of expiration
and in writing.

a. Federal Obligation Process. Once a grant award has been
signed by the Institute and accepted by the grantee, the
amount of the award is entered in the accounts of the Institute
as an obligation of the Federal Government. Appropriated
funds are thereby reserved against the grant until all monies
-are withdrawn by the grantee or, in case of non-utilization
of funds within statutory or other time limits, revert to
the Institute through cancellation of the unused balance.

b. Paymenf to Grantees. Actual payment of funds to grantees,
is handied by the Treasury Department acting on the basis
of Institute certifications.

c. Expernditures/Qbligations by Grantees. For accounting purposes,
funds are expended or obligated, respectively, by grantees
when actually disbursed or when a definite commitment is made
or a legal liability incurred to pay determinable sums for
services or goods furnished -or to be furnished.

8. RESERVED.
SECTION 2. GLOSSARY OF ACCOUNTING TERMS FOR FMC 74-7

9. ACCRUAL BASIS OF ACCOUNTING. A method of accounting whereby
financial transactions or events are identified with and recorded
in the accounting records during the period in which revenue
is earned and goods and services are received, Expenses incurred,
income earned, assets acquired, and 1iabilities incurred during
a given period are recorded in the accounts for that period
regardless of when obligations are incurred, payments are made,
or collections are received.

10.  ACCRUED EXPENDITURES. The amount paid or the Tiability incurred
for goods and services received, other assets acquired and
performance accepted during the accounting period, regardless
of when cash payments are made; whether invoices have been rendered;
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11.

12.

14.

15.

16.

17.

'or in some cases, whether aoods or other tangible property have

been physically delivered. As applied to FMC 74-7, accrued
expenditures are the changes incurred by the grantee or sub-
grantee during a given period requiring the provision of funds
for: :

a. Goods and other tangible property received.

b. Services performed by employees, contractors and other
payees.

ACCRUED INCOME. The amount earned during the reporting period

(regardiess of when collections are received) for commodities,
work, or services furnished to an individual, firm, corporation,
or State or local qovernment, for which payments are required
and which may be credited to an appropriation or fund, As
applied to FMC 74-7, accrued income is the earnings during a
given period which is a source of funds resulting from:

a. Services performed by the grantee or subgrantee.

b. Goods and other tangible property delivered to purchasers.

ADVANCE BY TREASURY CHECK. Payments made by Treasury check

to a grantee upon its request or through the use of a predetermined
pavment schedule before actual payment is made by the grantee,

CASH BASIS OF ACCOUNTING. A method of accounting in which income

is credited when recejved rather than when earned, and expenses
are recorded when paid rather than when incurred.

DISBURSEMENTS (GROSS). Payments in cash or by check, including

all advances, net of refunds received. As abplied to FMC 74-7,
gross disbursements are the grantee's total cash disbursements
or payments made from Federal funds less refunds of Federal
funds received during the réporting period.

DISBURSEMENT (MET). Gross disbursements less reimbursements and

other income collected and credited in the accounts, As applied
to FMC 74-7, net disbursements represent qgross disbursements
less program income received.

FEDERAL FUNDS AUTHORIZED. The amount of the Federal funds authorized
for obligations, the grant award.

LETTER OF CREDIT. An instrument certified by an authorized official

of a Federal agency which authorizes a grantee to draw funds
when needed from the Treasury through the cognizant Department
of Treasury Disbursing Office. Generally, Institute Grantees
shall not be under this method of funding,
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18.

19,

OBLIGATIONS. The amounts of orders placed, contracts awarded,
services received, and similar transactions during a given period,
which will require payment during the same or future period.

Such amounts will include disbursements to pay obligatijons

not nreceded by the recording of obligations and will reflect
adjustments for divferences between obligations previously
recorded and actual disbursements for those obligations.

QUTLAYS: Expenditures made by grantees for a given project
or proaram.

a. If reporting on a cash basis, outlays represent the sum of:

(1) Actual cash disbursements for goods and services,
(2) The amount of indirect expenses charged,

(3) The value of in-kind contributions applied if applicable;
and,

(4) The amount of cash advances and payments made to con-
tractors.

b. If reporting on an accrual basis, outlays represent the
sum of:

(1) Actual cash disbursements by subgrantees,
(2) The amount of indirect expenses incurred,

(3) The value of in-kind contributions applied if applicable;
and, '

(4) The amounts owed for goods and other.property received .
and for services performed by employees, contractors,
and other payees,

PROGRAM INCOME. Earnings by the grantee realized from the
grant-supported activities. Such earnings exclude interest

income and may include, but are not limited to, income from

service fees, sales of commodities, usage or rental fees, sale

of assets purchased with grant funds, and royalties on patents

and copyrights. If reporting on a cash basis, program income
represents the amount of cash income received during the reporting
period., If reporting on an accrual basis, program income re-
presents the amount of income earned regardless of when collections
are received,
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21.

22.

23.

24,

25-27.

28.

29.

REIMBURSEMENT BY TREASURY CHECK., Payment made by Treasury check
to a grantce upon its request after actual payment was made
by the grantee.

UNDELIVERED ORDERS. . The amount of orders for goods and services

outstanding for which the 1iability has not yet accrued, This

amount includes any orders for goods or services for which
advance payment has been made, but for which delivery or per-
formance has not yet occurred.

UNOBLIGATED BALANCE. The porticn of a Federal grant which has

not been obligated by grantees, It is determined by deducting
the cumulative unpaid obligations and outlays as reported by
grantees from the authorized amount of the Federal grant,

UNPAID OBLIGATIONS. The amount of obligations incurred by

grantees which have not been paid, As applied to FMC 74-7,

if reporting on a cash basis, unpaid obligations represent

the total amount of unpaid obligations for a project or program
including unpaid obligations to subgrantees, If reporting on
an accrual basis, unpaid obligations represent only the amount
of undelivered orders.

RESERVED.
SECTION 3. DETAILED INSTRUCTIONS FOR FINANCIAL REPORTS

GENERAL. This section is designed to present a comprehensive

description of the reporting forms, Each report presentation
includes the purpose and a general discussion on the contents
of the forms. .

ILLUSTRATIONS. Following the discussions of the forms, at the

end of this chapter is a set of appendices containing illustrative

material to display, convey, and otherwise communicate the use
of the various forms for reporting data. This is accomplished
by presenting formal instructions, completed forms and sample
accounting worksheets.

a. Appendix 6 consists of materials for the H-2, Report of
Federal Cash Transactions.

b. Appendix 5 consists of materials for the H-1, Financial
Status Report.

c. Appendix 4 consists of materials for the H-3, Request for
Advance ur Reimbursemernt.

d. Appendix _ consists of the Quarterly Progress Report, RESERVED,

&

E

k
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a.

| 30. REPORT OF FEDERAL CASH TRANSACTIONS - ATTACHMENT H-2

Purpose. The renort of Federal Cosh Transactions (refer
to Appendix 6) is a monthly report designed to report
Federal cash disbursements made in support of various
grant programs and to reflect cash on hand at the grantee
Tevel. It presents the difference between Federal funds
received by the grantee and the disbursement of those
funds.

Submission. One H-2 report, which reflects current monthly

Federal cash transactions for all grants, is prepared by

each grantee receiving Federal funds through letters of
credit or with U. S. Treasury checks. This report is sub-
mitted monthly, within 15 days following the end of the
reporting month. The original copy of this report is
submitted by the grantee to the Institute.

General Content. Page 1 of the report is submitted by all
grantees. Page 2 of the report is used only when the
grantee is reporting on more than one grant. The inter-
relationship of Page 1 and Page 2 is the Net Disbursement
Amount for the current period. Therefore, line 11h of
Page 1 must be identical to the total of column 6a which
is shown on item 7 of Page 2.

Instructions.

(1) Page 1.

(a) Item 1 - FEDERAL AGENCY AND ORGANIZATIONAL ELEMENT.
Enter the name of the Institute.

(b) TItem 2 - NAME OF GRANTEE ORGANIZATION. Enter
the name and complete mailing address, including
the zip code, for the grantee organization.

(c) Item 3 - FEDERAL EMPLOYER IDENTIFICATION NO.
Enter the emnlgyer identification number assigned
to the organization by the U. S. Internal Revenue
Service, This number should be used consistently
on all reports,

(d) Item 4 - FEDERAL GRANT NO. OR OTHER IDENTIFYING NO.
When this report reflects cash transactions of
Federal funds for only one qrant, enter the
Federal grant number assigned by the Institute.

When reporting on more than one grant, leave this
item blank.
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Item 5 - GRANTEE'S ACCOUNT MO. OR IUENTIFYING NO,
This item is not applicable, Enter "N/A."

Item 6 - LETTER OF CREDIT 0. When Federal funds
are received only by U, 5, [reasury check, enter
"N/A" for not applicable.

Item 7 - LAST PAYMENT VOUCHER NO. When Federal

- funds are received only hy U. S, Treasury check,

enter "N/A" for not apnlicable.

“Item 8 - NUMBER OF PAYMENT VOUCHERS

1. When Federal funds are received only by
U. S. Treasury check, enter "N/A"™ for not
applicable.

Item 9 - NO. OF TREASURY CHECKS RECETVED.

1. Enter the total number (count) of U, S,
Treasury checks received during the reporting
month, whether or not depcsited. The dollar
amount of all U. S. Treasury checks reported
in this item must equal the amount of Treasury
check payments in 1ine 1lc.

¢

Item 10 - REPORT PERIOD (MONTH, DAY, 'YEAR). Enter
the beginning and ending dates of the month
applicable to this report. The dates should be

~indicated as follows:

1. Month - 01 throuah 12

[~

Day - 01 through 3
3. Year - Llast two digits of the caleundar year,
Item 11 - STATUS OF FEDERAL CASH. This item

presents current onth cash transactions of Federal.
funds at the arantece loyal,

1. Line a - CASH G HAND BEGINNING GF PERIOD.

Enter tho tetal a=want of Faderal cash on hand
at the aranvee level ou the beainnina of the
month, This value will be Lhe amount reported
on line 113 of the avevisye meath's repart,

NOTE: When usina this rerort form for the first
tima, o value will he the actual amount

N
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of Federal cash on hand 2t the close of
business on the day prior to the first
reporting day,

Line b -~ LETTER OF CREDIT WITHDRAWALS, When
Federal funds are received only by U. S
Treasury check, enter "0",

Line ¢ - TREASURY CHECK PAYMENTS, Enter
the total of all Federal funds received
(whether or not deposited) through U. S.
Treasury checks., The amount must equal the
total dollar value of the Treasury checks
reported in Item 9 above.

Line d - TOTAL RECEIPTS. Enter the sum of
Tine b, Letter of Credit Withdrawals, and
line ¢, Treasury Check Payments.

Line e - TOTAL CASH AVAILABLE. Enter the
sum of line a, Cash on hand beginning of period,
and 1ine d, Total receipts,

Line f - GROSS DISBURSEMENTS. Enter the
total Federal cash disbursements made by the
grantee during the reporting month.

Line g - FEDERAL SHARE OF PROGRAM INCOME.

Enter the Federal share of program income
received by the grantee during the reporting
month. Enter only the amount of program income

'derived from the grant-supported activities

which is required, by the terms of the qgrant,
to be used on the project or. program.

Line h - NET DISBURSEMENTS. Enter the net
result of line f, Gross disbursements, less
1ine g, Federal share of program income. When
reporting on more than one grant, this amount
must agree with the total of column 6a as
shown in Item 7 of Pane 2.

Line i - ADJUSTMENTS OF PRIOR PERIODS. Enter
the amount of all adjustments pertaining to
prior periods which affect the cash on hand
balance at the end of the reporting month.

DO NOT include amounts which have been included
in any line above or in column 6a of page 2.

In item 14, Remarks, give a full explanation

of the adgustment
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10. Line j -~ CASH ON HAND END QOF PERIOD. Enter
the total amount of Federal cash on hand at
the end of the report®1g month. This amount
should equal the net of line e, Total cash
available; less Tine h, Net disbursements;
plus or minus line i, Adjustments,

(1) Item 12 - THE AMOUNT IN ITEM 11j REPRESENTS CASH
REQUIREMENTS FOR THE ENSUING 30 - DAYS., Enter
the estimated number of days until the cash on
hand, shown on line 11j, will be expended, This
estimate should be based on the predicted disburse-
ment requirements necessary for the subsequent
month. If the number of days is more than seven,
in Item 14, Remarks, provide an explanation and
the amount of the excess cash on hand.

(m) Item 13 - OTHER INFORMATIOM. This item is not
required to be completed on the form,

1. Line a - INTEREST INCOME, Enter "N/A."

2. Line b - ADVANCES TO SUBGRANTEES. Enter =
llN/A'H

(n) Item 14 - REMARKS. Provide the following information,
if applicable, ‘ -

1. Explain in detail any adjustments to prior
per1ods included on Tline 111 above.

(o) Item 15 - CERTIFICATION. The contents of th1s
item are self-explanatory. Reports should be
certified by an authorized official of the grantee
organization before submission.

31. FINANCIAL STATUS REPORT - ATTACHMENT H-1

. a. Purpose. The Financial Status Report (refer to Appendix 5)
is a quarterly report desianned to reflect all information

relating to obligations and outlays (Federal and non-~federal)
for ALL grants,

b. Submission.

(1 ) A scparate H-1 report is required of the grantee for
each grant.

v J
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An original of this report is submitted quarterly,
within 45 days following the end of the quarter, It
is submitted by the grantee *o the Institute,

c. Instructions.

(1)
(2)
(3)
(4)

(5)

(6)

Item 1 - FEDERAL AGENCY AND ORGANIZATIONAL ELEMENT,

Enter the name of the Institute,

Item 2 - FEDERAL GRANT NO. OR OTHER IDENTIFYING NO,
Enter the Federal grant number assigned by the Institute.

Item 3 - NAME AND ADDRESS OF GRANTEE ORGANIZATION.
Enter the name and -complete mailing address, including -
the zip code, for grantee organization,

Item 4 - EMPLOYER IDENTIFICATION NO, Enter the employer
identification number assianed to the organization
by, the U. S. Internal Revenue Service,

Item 5 - GRANTEE ACCOUNT NO. OR IDENTIFYING NO. This
item is not applicable. Enter "N/A."

Item 6 - FINAL REPORT. When this is the final expenditure
report for the grant, enter an x in the "yes" box,

Enter an x in the "no" box when this is an interim

report.

Item 7 - BASIS OF REPORT. Enter an x in the appropriate
box to indicate the grantees method of reporting.

Item 8 - PROJECT PERIOD. Enter the month, day, and
year of the beginning and ending period of the grant

as shown in the Grant Award Letter. If this grant
period has changed, the dates indicated in this jtem
should agree with the dates shown on the latest approved
Grant Adjustment Notice. The dates should be indicated
as follows:

{a) Month - 01 through 12

(b) Day ~ 01 through 31

(c) Year - Tlast two dinits of the calendar year.
Item 9 - REPORT PERIOD. Enter the month, day, and
year of the beginning and ending dates of the quarter

for which this report is prepared. Refer to above
paragraph for the proper date format.
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(10) Item 10 - STATUS OF FUNDS. This item presents the
obliaation and expenditure status of the grant(s).
Only the "Total" column will be used for all grants.

(a) Line a - TOTAL OUTLAYS PREVIOUSLY REPORTED.
Enter the total Federal &nd non-federal program
outlays at the beqinning of the report period.
This will be the amount reported on line 10e of
the previous report. Exception:

1. When the grant is being reported for the
first time the value will be zero "0";

2. When using this report form for the first

T time, the value will be the actual amount
of outlays for the grant as of the close
of business on the day prior to the first
reporting day.

(b) Line b - TOTAL PROGRAM OUTLAYS THIS PERIOD. Enter
the amount of Federal and non-federal cash outlays
reported by the grantee/subgrantee as expended
for the indicated grant. This figure includes
all program income returned for use in executing
the grant.

(¢) Line c - PROGRAM INCOME CREDITS. Enter the program
income included in 1ine b, Total program outlays
this period.

(d) Line d - NET PROGRAM OUTLAYS THIS PERIOD. Enter
the result of line b, Total program outlays this
period, less line ¢, Program income credits.

(e) Line e - TQTAL PROGRAM QUTLAYS TO DATE. Enter
the sum of 1ine a, Total outlays previously
reported, and line d, Net program outlays this
period. This amount represents the cumulative
outlays to date of both Federal and non-federal
funds. '

(f) Line f - LESS: NON-FEDERAL SHARE OF PROGRAM QUT-
LAYS. Enter the cumulative non-federal share
(matching contribution) of the proaram outlays
included in line e, Total program outlays to date,

L4
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Line g - TOTAL FEDERAL SHARE OF PROGRAM OUTLAYS.
Enter the result of line e, Total program outlays
to date, less 1ine f, Non-federal share of program
outlays,

Line h - TOTAL UNPAID OBLIGATIONS. Enter the
total Federal and non-federal unpaid obligations
for the grant, This amount represents the amount
of obligations incurred by the grantee/subgrantee
which have not been paid. o

Line i - LESS: NON-FEDERAL SHARE OF UNPAID
OBLIGATIONS, Enter the non-federal share of unpaid
obligations included on 1ine h, Total unpaid obligations,

Line j - FEDERAL SHARE OF UNPAID OBLIGATIONS,
Enter the result of line h, Total unpaid obligations,
less line 1, Non-federal share of unpaid obligations,

Line k - TOTAL FEDERAL SHARE OF OUTLAYS AND UNPAID
OBLIGATIONS. Enter the sum of line g, Total
Federal share of program outlays, and line j,
Federal share of unpaid obligations,

Line 1 - TOTAL FEDERAL FUNDS AUTHORIZED. Enter

the total Federal grant award amount as defined
by the Grant Award Letter or revised by Grant
Adjustment Notices.

(11) Item 11 - INDIRECT EXPENSE. This item is used to

(12)

(13)

describe the indirect expense associated with the grant
and defined prior to the arant award. Amount entered
in this item shall be the total amount of indirect cost
charged during the quarter.

~(a) The Tine items and the "Instructions for Preparing

the Financial Status Report" are self-explanatory.

(b) For granté, only item d, Total amount, and item e,
Federal share, are applicable. Enter "N/A" in
items a through c. o

Item 12 - REMARKS. This space will be used to provide
information necessary to comply with Institute legislative
and administrative requirements,

Item 13 - CERTIFICATION. . The contents of this item
are self-explanatory. Reports should be certified

by an authorized official of the grantee organization
before submission.
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32. RENUEST FOR ADVANCE OR REIMBURSEMENT - ATTACHMENI H-3

a. PURPOSE. The Request for Advance or Reimbursement (refer
to Append1x 4) is the form used in requesting funds, and
it is used to request both advances and reimbursements of
funds.

b. SUBMISSION. A separate form, submitted on a monthly basis,
must be used for EACH grant when requesting funds., It is
prepared by the grantee and the original and one copy is
submitted to the Institute.

c. INSTRUCTIONS.

(1) Item 1 - FEDERAL AGENCY AND ORGANIZATIONAL ELEMENT.
Enter the name of the Institute.

(2) Item 2 - FEDERAL GRANT NO. OR OTHER IDENTIFYING NO,
Enter the Federal grant number assigned by the Institute.

(3) Item 3 - TYPE OF PAYMENT REQUESTED,

(a) Part a. Enter an "x" in the appropriate box
to indicate whether the payment requested is an
advance or a reimbursement. Check both blocks
" if the request represents both-types of payment,
If the advance box is checked, lines 11d and 11j
must be completed.

o
£ 'fm"'»‘.%
I ;;

(b) Part b. Enter an "x" in the appropriate box to
indicate if the funds requested will be a final
or partial payment.

(4) Item 4 - BASIS OF REPORT. Enter an "x" in the appropriate
box to indicate the arantees method of reporting.
Refer to Glossary of Account1ng Terms, Chapter 6 for
the definition of Accrual Basis of Account1nq and for
the definition of Cash Basis of Accounting., A1l requests
which are for advances only sha]] be prepared on a
cash basis.

(5) Item 5 - PARTIAL PAYMENT REOUEST NO. Enter the partial

payment request number pertaining to the grant reported
on this request.

(6) Item 6 - EMPLOYER IDENTIFICATION NO. Enter the employer
identification number assigned to the organization by
the U. S, Internal Revenue Service. This number should
be used consistently on all requests. ‘

]




CHAPTER 6

(9)

(10)

-51-

Item 7 - GRANTEE ACCOUNT NO, OR IDENTIFYING NO, This
item is not aoplicable., Enter "N/A."

Item 8 - PERIOD COVERED. Enter the month, day, and
year for the beginning and ending period of the month
that the advance will cover or the beginning and ending
period for which the reimbursement is requested. The
dates should be indicated as follows:

(a) Month ~ 01 through 12
(b) Day ~ 01 through 31
(c) Year - last two digits of the calendar year

Item 9 - NAME OF GRANTEE ORGANIZATION. Enter the
name and complete mailing address, including the zip
code for the grantee organization.

Item 10 - NAME OF PAYEE. Enter the name and complete
mailing address, including the zip code, of the payee
only if it is different than the grantee organization
shown in item 9.

Item 11 - COMPUTATION OF AMOUNT REQUESTED. Only the
total column should be used. Vertical columns (1)
through (3) are not applicable.

(a) Line a - TOTAL PROGRAM OUTLAYS TO DATE AS OF

1. On the line provided in the description section,
enter the month, day, and year of the ending
date of the accounting period to which this .
amount applies. Refer to paragraph 4, Item 8.

™o

In the "Total" column enter the cumulative
Federal and non-federal outlays incurired for
the indicated grant.

(b} Line b - LESS: CUMULATIVE PROGRAM INCOME. If
reports are prenared on'a cash basis enter the
cumulative program income received which is required
to be used for the project or program by the terms
of the grant. If the report is prepared on an
accrual basis enter the amount earned to date,

(c) Line ¢ ~ NET PROGRAM OUTLAYS, Enter the result
of line a, Total program outlays to date, less
Tine b, Cumulative program income,




"CHAPTER 5

(13)

(d)

(e)

(9)

(h)

(i)

(3)

Item 12

(a)

~52-

Line d - ESTIMATED CASH OUTLAYS FOR ADVANCE

PERIOD. Enter the total estimated amount of cash
outlays that will be made during the period covered
by the advance, as shown in Item 8, If this
request is for reimbursement, enter "N/A."

Line e - TOTAL OF LINES C AND D. This amount
represents both net and estimated outlays.,

Line f - NON-FEDERAL SHARE OF AMOUNT.ON LINE E,
Enter the amount of the non-federal share of
outlays included on line 1lle, if apnlicable.

Line g - FEDERAL SHARE OF AMOUNT ON LINE E,
Enter the amount of the Federal share of outlays
included on line 1le. The amount shown on this
Tine should be the result of line 11e minus Jine
11f.

Line h - FEDERAL PAYMENTS PREVIOQUSLY REPORTED.
Enter the sum of the cumulative amount of Federal
payments received and the cumulative amount of
previous requests still outstanding.

Line i - FEDERAL SHARE NOW REQUESTED. Enter
the result of line 11g less 1line 11h.

Line j - MONTHLY ADVANCE REQUIREMENTS. Enter
"0" on each of the 1ines since advances shall be
requested for only a one month period.

12 - REMARKS.

If this request reflects both a reimbursement
and an advance payment, enter the amount requested

13
for advance Iullle\] included on 1ine 111.

This item will also be used by the Institute

to indicate approval of the grantees request

for payment. The statement "Approved for Payment"
shall be dated and certified by an authorized
Institute official.

Item 13 - CERTIFICATION. The contents of this item
are self-explanatory, . Reports should be certified
by an authorized official before submission.

j

3
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33.

34-38.

The Grant Progress Report is submitted on = regular basis to

the Institute. This report serves as the narrative performance
report for all grants.

RESERVED.




U. S. DEPARTMENT OF JUSTICE
NATIONAL 1K8TITUTE OF CORAECT IOKS
320 FIRST SVATET, N.ML, WABMINSTON, D. C. 20534

H-1 Repnrt

) 1. Fedarnl Agency and Gegorizotional Elemens 2. Federal Gront Mo o1 Other 1dentilying No,
FINANCIAL STATUS REPORT U. S. Depaitmant of Justice, NATIONAL INSTITUTE OF
COARECTIGNS 76-N1C-02-0006
3 Neoee ond Adltess #l Coatae ODiganisetion & Employer tdeatificaticn No, 5 Groitsa Account Mo. or ldentifying Neo [ & Tingi-Report ;7. R34:9 of Reparr
Alzbama Law Entorcement Agency l"‘ Yao l &K Cok
501 Adams Ave ) 636000619 N/A 5w | Accrved Eapendituias
acams aAvenue 8, Project Pariad (Month, Doy, Yvol) 9. Hepeet Penod (Honth, Dey, Yaur)
LX) .
Yontgomery, Alabama 36104 2%, '*°,,,, Lo 2
4 g2 lr0, P ,: /ety /o';qn,,/z
, 5% 01 ‘01 |76  EATA 06 | 30 | 77 EEUYZZA 07 | 0Ly 76 ELE ,,3 | 301 76
3. STATLS OF FuNDS FROGRAMS — FUNCTIONS = ACTIVITIES
3}] N [&)] {4} {5 {s) TOT AL
a0 Total ent'ayy prensasty reseted
(Lot DR 000 Ly ol 12000 vt e s ennnns -0~
A Toalpegamestays Vs penad L i v en e 5,000
¢ less Progzaincoms arsdite Lo iu il i, i~
3. Nt o o am M TYYS s w:loo 0
L O T I o T S S . ' 9,00\_
o Total g cutlzys / o
] l‘-’-L‘EL-Lf"‘S-»d..) 9’000 :
fotLeme N Tolen! shave of pregrem outlays L, L. s 319
2. Total Felery, oot of [lc“mﬂ\ cuﬂa,s ) '
(Lige & mirs, Lone N) A I ’ L681
MoTrdeaad sl e 244]_0
Vol e Fedialsae ol Lighd stlgidees, . L L 410
. Tt et Lt unang shhigabions
Wt At un L8 1 o e reaaes 2,000
a Téial Fuonst ohare ! oullays ¢33 u'\'ud 9 681
(TSR I U LR T B TR LR VRN N R y UYL
TR SATEE BN AR R S T AU 2?’(‘00
pe, Umesisgat s Soeance o Fetetad funss i
| lpe | minus Leve ko i peenee ] 17,319 :
1, teg reqt E-v---- o Trve ol rate (Movh ban} 1. REMARKS {ANach edditiensl shaéts if necasscey) 13 CCRTITICATION — T ¢atly thot 1o vha Dest ol my Loow'eige e bec ol s
.::: Piae stonet G Finel 13p3 11s ¢orrect ara complete unc thot ell oatiars o vapand BNUFTIRLTR TR
thy purpases vet futih in the grant aword documents.
(7! Padsrawned i .
- ere Adumug P “ e re : FPRISNE
1.7, Heanry PR Thalh voansiaraw :
27% $2,560 Financial Officer 205 | 476 13128 |
—‘. Tote Aueat . Fozaru: anore .|‘nun.lu of A."-cuxu P ILr T Tute Tepsrt b miw toed K
bos1,356 $1,220 T. J. Henty oct. 20, 1976 |




INSTRUCTIONS FOR PREPARING THE FINANCIAL STATUS REPORT

flem 2 - Enter the Federal grant number,

ftem 3 - Enter the name and complete mailing address in-
cluding the ZIP code tor the grantee
organization,

ftem 4 - Entes the employet 1denltfication mumber assigred
by the U. S. Internal Revenue Setvice.

ftams § ~ Enter "NA" lor not applicabte.
Itenas € and 7 — Mark the appropniate btock.

{tom 8 - Enler the month, day, and year of the beginning and
ending period of the grant. The ending petred should rellect
any appioved extension dale.

ltem 9 ~ Enter the month, day, and y2ar of the beginaing and
ending dates of the quarter for which this report 15 piepared,

item 10 -

Lina 2. Enler the total outlays reported on Line 10e of
the peevious reporl. Show zero, if this 1s the initial re-
poit for the grant.

Line b. Enter the total gross progiam outlays for this
reporl pertod, including disbursements of cash realized
as program income. For reports which are prepared on a
cash basis, outlays ate the sum of the subgrantees
actual cash disbursements for goods and services, the
amoun! of indirect expense charged, the value of in-
kind contributians applied, and the amount of cash ad-
vances and payments made fo contractors. For teports
prepared on an accrued expenditure basis, outlays are
the sumof the subgrantees aclual cash disbursements,
the amount of indirect expense incurred, the vaive of
in-kind contribulions applied, and the nel increase

{or decrease) tn the amounts owed by the subgrantee
for goods and othes properly received and for sevices
performed by employees, contraclots, and olher payees,

Line c. The report prepared on a cash basis, enlet the
amount of cash come teceived duting the quarter which
15 {0 be used in lhe project or program in accordance with
the terms of the grant, For reposts prepated on an ac-
crual basts, enter the amount of the net increase tor de-
crease) in the amoun! of accrued income singe the
beginning of the report peniad.

Line d. This amount shouid be the d.{lerence belween
amounts shown on Lines b and €,

Line o. Enter the sum of amounls shown on Lines a and
d above. This amount represents the cumulative oullays
to date of both Federal and non-Federat funds,

Line 1. Enler the cumufative non-Federal share “"Match™y
of the program gutlays tncluded o the amount of Linee.*

Line g. Enler the cumulative Federal share of program
outlays, The amount should be the difference belv«eeu
_ Lines e and I,

Line h. For reports prepared on 3 cash basis, enfer the
total amount of unpaid obligations tur this granl,

For tepotts ptepared
, 00 an acciued expcndnlu(e basis, entet the amount of un«
" dotivered atdets a0d olhet oulslanding “bligat:ons, Do,
ol taciude any amounts thal have heen incluted »n
Lines & through g, On the hinal tepodt, Line b shoyld
havea 2etu hatance

Line 1 Cntes the non Federal share of unpaid abliga
tions s luded on Line b On the hinal teport, Line s
should have a zeto balance

Line j. Enter the Federal she.e ol unpard obligattons
included on Line b The amount shown on this hine should
be the dilleience belween the amouats on Lines h and |
On the tnal report, Line | should have a zers balance
Line k. Eni~ the sum ol the amounts shown on Lines
gand | Il the repotl 15 hinal. the report should not con
1ain any unpad obligations

Line }. Eater the tolal amoun! of the lederal grant
Line m, Enler the unobligaled balance of Federal tunds
This amoun! should be the ditlerence between Lines |
and k

ftem 11 - INDIRECT EXPENSE

a. Type of rate - Mark 2pptopuate block

b. Rate, - Enlet the rate in elfect-during the quarter

¢. Base ~ Enter the ampunt of the base to which the

tate was applied

d. Total Amoun! - Enter the total amount of the Federa!

share charged duning the guatler

e. Federal Share — Enler the amoun! of the Federal share

charged duning the repoit petiod
{When reporling on Planmng or Block Achion Granls. complete
oaly tlems d and e. Enter “N/A™" for lems a through ¢ )
It more than one rate was apptied duting the pioject pertod,
include 3 separate schedule which shows the basis against
which the indirect cost rates were applied, the respeclive
ndirect rates, the month, day, and year the indirecl rates
were 1 eflect, amounts of indirect expense charged o the
project, and the Federal share of indirect expense charged
to the protect lo dale (See Office of Management and Bud-
get Circular No. A-87 which contams pninciples for deter-
mining aliowable cosls of grants and contracls with Slate
and focal gavernments )

item 13 — The contents of this item are sell-explasatory

ADDITIONAL INFORMATION

A .All credi} figures will he Shown 'n [ arenthesis ¢

B Due Date: Quatterly, wathin 3+ days alict endt of \ﬂlﬂln'l,

Final repests afe due wi aays alter end of prant peeeut
aller compietion,

C. Distadilions  ORIGIKAL AKD ONE ©COPY Tng

NATIONAL 'ASTITUTE OF GORRLOTIOMNS

320 FIRST STRELY, N.W., WASHIRGWION, D.(, ;

ONE COPY YO BF RETAIKED 8Y GRAKTIIT,




U S. DEPARTMENT OF JUSTICE H-2 Report . Pg. 1

F" - T e 1 fedes' Agencty ond Diguniretione! Element
REPORT OF FEDERAL CASH TRAWSACTIONS U. 5. Department of Juslice
s Naee of Goviras Qigamigarign 4 Fedosl Grgnt Neo. ot Uthae 3 Grentea’s Azcaunt Na. o
Tdentitying Me., idennfying Me,
Alabama Law_Enforcement 76-N1C-01-0001 N/A
Trerr s eRbses 6. Lotsar ot Crodi? Ko, 7. Laat Payment Yourher Ne,
501 Adams Avenue N/A
o erece e oo 8. Number of Payment Youchers %, Ne. ol Treusury Chachs Recelved
Montgomery, Alabama 36104
L Faterni fmployer 1dantilicatian Ne 10, Repart Paried (Menth, Dey, Yeor) )
# ROM 10
6sooo6rs 109 | o1 ] 7609 | 30| 76
11 S1ATUS OF FEDERAL t ASH :
2 Cash on hand beginning of peerod 'Line 11 fram previons repott) ..\ ... .s .. PN IERE g ) 1) 576
b Letter of cedit withdrawals . .. ... . .. .. e, e e, iy N/A
LT heck 1 N PN e e e artararasaiisasteantanen
. t. Treasury ctheck paymen ’__‘_15,784
d TYolal recerots (Sum of Lines bandc),. ... e e e e eveeheaieeneea PR +15,784
e Tolai cash avaable (Sumof Linesaandd). .....oooviaiune,, fenreesiiean e e Jgs17, 360
1. Goss disbursements . .. . ....... e e e R veeeo1815,200
g Federal share of program incame .. ... ...ouee...t e e e e veiii s =0-
b, Nel disbursements (Line f minus LIDE g). oo vevvneanen vauens e $15,200
1. AJUSIMEnYS 0f PIOI PEIOAS . ..o\ eetvr et e e e e s ~-0-
__ J. Cash on hand end of penodiLine e less Line b plus of minus Line il o .vvyvenes.nn.. e s 2,160
12, The omount in stem 11} raprezants cach raquiramente lor tha snsulag 30 duoys.
11 OTHER IMFORMATION
3 OMMOIRSLINCOME, . . ot et aeeaa e eaaiaas v esaaaaeas coeedy N/A
b, Advances to subgrantees _._..__,_;_..: s Y feeeresiienieiaenls N/A
14, REMARKS {Artach sdditiena! sheats 1§ recassery)
‘ 14 (g;{t:;c-:;:(;nﬁ:l uml':;l Te the beat of my knowledpe end beliel thin ropert 1o 1rue In oll respects end thet all debursements hove been mads
lat the purpetns ond conditions ol the grent
Nome Tiske TELEPHONE
* Ar . MHumbge al. .
F,J, Hepry __ _ Financial Officer 2&5 | 416 |§128 -
Yonatura -I/A,»« sed Othar gt Dete Nepart 1s Jubmitiod
i AT AL 1] October 7, 1973
f FOR AGENCY USE ONLY
Bateh No,
Qste Pracessed
Intials




INSTRUCTIONS FOR PREPARING PAGE 1
OF THE REPORT OF FEDERAY. CASH
TRANSACTIONS

Line d. Enter the sym o ines b and ¢,

Line e. Enter the sur of lines a and d.
Hem 2 - Enier the name and complete »athng addimss

meuding the Zip Cade for the prantec Line 1. Enter the tolal Federal cash disbursements made

ntgazalion, by the giantee during the reporting perod.
Dishurserents mcluds the amount of advances and

ftem 3 ~ Enler the cimployer 1dentification nurher assigned payments 1ess refunds of Federal funds received.

" the U.S. taternal Revenue Service, . .
Line g. Enter the Fedesa! shate of program income re-

cetved by the prantee during the repotling

month. Enler onty tne amount of program income which

was requited to he used on the project or program by the
termis of the grant

Htlem 4 - Enter the Federal 2rant number of this repoct
e ery gnly nne grart, seare thin o grand :5 covered
tra this tepait, Teave this soace blaak am! provide the
ml-rmatan on jage 2

Line h. Enler the net dishursements. This amount is

tea = knter N A" tar vt apriicable the ditference halween the amount shown on Line ! minus
' the amount on Line g. If mote than one grant is covered

Rem 6 - Enfer the Lelt - gf Cin it number whech applies by this teport, this amount should equal the total of

to s report. If alt Feaaral fueds ieamved were by column 6a, shawn in 1tem 7, page 2.

Treasuty chece, ~te ™"t A™ fot nel i; yhicable. Line i. Enfer the amount of all adjustments pertaining

lo pricr periods affecting the ending balance (Line 11 j)
which have not been included in any hnes above. In the
“Remarks’* section identily by Federal grant number
the amount of the adjusiment and an explanation.

l'em 7 - Enler the voucret nupher of ‘re as? letter of
condit payment voucher :Form TUS 5401 which was

crediled to your account as of the end of the reperting
month. Do not use tae senial nurber preprinted on the

pagwient vouchers Form TUS 54013, 1f alt Federal “Line i

. N ol n J. Enter the lotal amount of Federa! cash on hand
furids received were by Treasury chock, enter “N ‘A at the end of the reporting month, This amount should
lor nol applicable. equai the nel of Lines e, less h, plus or minus i.

!:!‘&

s

A r
. ’g,?

Hem 8 - Enter the tola! number of letter of credit
payment vouchers which were credited {o your account

duniag the reporting meath. 1f ait Federal funds received Item 12 - Enter the estimated number of days until the
wiere by Treasurs check, enter N A for not applicable cash on hand, shown on Line 11 {, will be expended. !
more than sevendays cash requiremenls are on hand,
Item 9 — Enler the lota! number of Treasury checks provide an exptanation in the “‘Remarks’’ section of the
recewved duning the reporting month whether of not amount and reason of. the excess cash.
. deposited, Il all Federal funas reccived were through tem 13 -

payrent vouchers “Fore TUS 54015 enter “N. A" for Line a. Enter ““N/A"" for nol applicable.
not apphicable .
Line b. Enler N/A" for not applicable

ftem 10 - Enler the manth, day, and year of the begining ltem 14 - Provide/the fotlowing information, if applicable:

and ending ¢ates of the manth covered by this report.
Beates y s fee The amount 20d an explanalion, identified by Federal

-
-. WYL Q11U Wit Uapid

tem 11 - grant number, of the adjustment shown on Line 11i.

b. The amount and reason of cash on hand in excess of

Line a. Enter the tolal amount of Federal cash on hand seven days cash requirements.

al the beginning of the month including all of the Federal

funds on deposit, imprest funds, and undeposited ltem 15 = The contents of this item are selt-explanatory.
Treasuty checks, This amount should equat Line 11 j.
ltom the previous month's repart, ADDITIONAL INFORMATION
Line b. Frlet the total of akt Fedrial tunds received A. One report is prepared grantee.
theresp® cayment vouchers (Form TUS 5401) which were B. All credit figures wilf be shown in parenthesis ().
credited to your account duting the reporting month, If Jate: Mont th day of the following month
all Federal funds recewved were by Treasuty check, C. Due Date: Monthly, cn the 15th day o ofiowing '
caler ' -0~ : D. Distribution: ORIGINAL AND ONE COPY TO:

N ) . NATIONAL INSTITUTE OF CORRECTIONS
Line ¢, tnter the tolal of alt Federal funds received 320 FIRST STHEET, N.W. s WAS’“erNp D.C. 20334
Quting the fepetting month through Treasury checks, .
whether of not deposuted. It all Federal funds recerved
wete thiough payment vouchers {Form TUS 5401,

enter * =0 * One copy to be retaned by grantee,

Paue 2 DO)-




U. . DEPARTMENT OF JUSTICE H-2 Report , Pg. 2

REPORY OF FEDERAL CASH TRANSACTIONS

1. Paderel Agency and Organisetionsl Eloment

U. §. Dapariment of Justice

1 Neme ol Grontes Organiratien

3. Repest Pesind (Maath, Dey, Yoo}

Alabama Law Enforcement faou o

09 | o1l 76 los |30 |76
¢ ,'".‘"":,'::;T‘;_N" or Other 3 ﬁ::.’.;::.‘;:." No, o & Poderel Sharp of Nat Dr sburaamanits

o, For the Pocind b, Comvletive
76~NIC-01-0001 $13,519 $15,200
76-NIC-02-0006 1,681 7,681
7, TOTALS PY

15,200 $22,881

. *® This 101a) should be the same a3 the amount shown on Line 1ihonpage 1,




INSTRUCTIONS FOR PREPARING PAGE 2 OF
THE REPORT OF FEDERAL CASH TRANSACTIONS

This page will be used as an attachment to the Report of Federal Cash Transactions when

reporting on more than one grant.

Item 2 - Enter only the name of the grantee
as shown on Jtem 2 of page 1.

ltem 3 - Enter the reporting month covered by this report
as shown in Item 10 of page 1.

ltem 4 - Enter the Federal grant number for each grant to
which Federal cash disbursements were made and./or re-

funds of Federal funds were received. Each grant should
be shown on a separale line. The Federal grant numbers

applicable to disbursements made for refunds
returned should be iisted last. Oraw a ting to separate
this section and enter “'Refunds " before en-

tering the applicable grant numbers,

Page 4

Item 5 - This item should be left blank,

ltem € -
Column 2. Show the total current month Federal cash dis-
bursements made, less Federal program income and refunds

teceived by the SPA or other grantee for each grant shown
under item 4. .

Column b. Show the cumulative net Federal Cash disburse-

ments for each grant shown under item 4. This amount
should equal the sum of the amount shown in column 6a
on this teport, plus or minus any adjustments included
in Line 11i on page 1, and the cumulative total shown
in column 6% on the last report which included this
grant. Do not show cumulative amounts for

refunds

ftem 7 ~ Enter the totals for colimns 6a and 6b. The
total of column 6a must agree with the amount reported
on line 11h of page 1.

NOTE: Al credit figures will be shown in paten!hes!s {).

NOJ-

¥



U. 5. DEPARTIENT OF JUSTICE
NATIONAL INSTITUTE OF CORRLECTTONS
294 FIRST STREET, N. W., WASHINGTON, D. C. 20534

H-3 Report

REQUEST FOR ADVANCE
OR REIMLURSENERT

NATIONAL INSTITUTE OF COKA

b Tederal Ayancy end Orgemisotional
Llomert 4y, ¢, Dapatymant of Justice,

2 ’F‘:duul Gemt No. er Othar Identifying

76-=NT1C-01-0001

Y Tipe of Pogrment Ruracested

“ D Advance

[ remburiamens

b [ Finat
Gﬂ Pornel

4 Dasle of Report

G0 Ces

U Accrved Esponditures

S, Pertisl Peymen) Ragquast Ne,

2

6 [mployer ‘dantificetion No,
He.

536001131 N/A

} Grentes Accownt Na at ldunttlying | 8, Feriod Covatad (Manth, Doy, Yeor)

FHOM
10 | 01 76

T0

10 | 31 | 76

9. Howae of Cranter (ligorvr stoon

D.C. Office of Criminal Justice

10. Rome <. Payee (I} ditharent than item 9)

Alatyt 60 anl navy

1329 E Street, N, W,

BYFLEY 20 AND Wam)

'K tra ter COOL [TLK) [AFS1Y P cont
Washington, D. C. 20004 -
11, COMPUTATION OF AMOUNY GEQUESTLD
PROGRAMS — FUNCTIONS « 2CTIVITIES
m (2} (% TOTAL
2. Yola! piogram w''ays 1o dals as of 09/30/7,6 ] ) $ 15,200

b. Less Cumolaliv: pregammeone . ., ..., ..

-0-

¢. let pegram outliys (Line 2 minus Line b) .., .. 15 s 200
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APPENDIX 1

GEMERAL SERVICES ADMINISTRATION
OFFICE OF FEDERAL MANAGEMENT POLICY

EEMIERAL MANAGEMENT CIRELLAR

FMC 74-4: Cost principles applicable to grants
and contracts with State and local
governments

July 18, 1974
TO: HEADS OF EXECUTIVE DEPARTMENTS AND ESTABLISHMENTS

1. Purpose. This circular establishes principles and
standards for determining costs applicable to grants and
contracts with State and local governments.

2. Supersesgsgion. The President by Executive Order 11717

_ transferred the functions covered by this circular from the
Office of Management and Budget to the General Services
Administration. This circular is therefore issued as a
replacement for previous Office of Management and Budget
Circular No. A-87. No substantive changes have been made.

3. Policy intent. This circular provides principles for
determining the allowable costs of programs administared by
State and local governments under grants from and contracts
with the Federal Government. They are designed to provide
the basis for a uniform approach to the problem of deter-
mining costs and to promote efficiency and better relation-
ships between grantees and the Federal Government. The
principles are for determining costs only and are not
intended to identify the circumstances nor to dictate the
extent of Federal and State or local participation in the
financing of a particular project. They are designed to pro-
vide that federally assisted programs bear their fair share
of costs recognized under these principles except

where restricted or prohibited by law. No provision

for profit or other increment above cost is intended.

Attachment
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4. Applicability and scope.

a. The provisions of this circular apply to all Federal
agencies responsible for administering programs that involve
grants and contracts with State and local governments.

b. 1Its provisions do not apply to grants and contracts
with:

(1) pPublicly financed educational institutions
subject to Federal Management Circular 73-8; and

(2) Publicly owned hospitals and other providers of
medical care subject to requirements promulgated by the spon-
soring Federal agencies.

Any other exceptions will be approved by the General Services
Administration in particular cases where adequate justifica-
tion is presented.

5. Attachments. The principles and related policy guides are
set forth in the attachments, which are:

Attachment A ~ Principles for determining costs applicable
to grants and contracts with State and
local governments

Attachment B -~ Standards for selected items of cost

6. Inquiries. Further information concerning this circular
may be obtained by contacting: '
General Services Administration (AMF)‘
Washington, DC 20405

Telephone: IDS 183-7747
FTS 202-343-7747

‘ AR
DWIGHT A. JAK
Acting Administrator of General Services

(Note: This circular will be codified in the Code of Federal
Regulations as 34 CFR 255)

GSA DC 79%.707
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. Attachient A
PRINCIPLES FOR DETERMINING
COSTS APPLICABLE TO GRANTS AND CONTRACTS
WITH STATE AND LOCAL GOVERNMENTS
A, Purpose and scope.

1. Objectives. This attachment sets forth principles for deterining
the allowable costs of programs edministered by State and local governments
under grants from and contracts with the Federal Government. The principles
are Tor the purpose of cost determination and are not intended to identify
the circumstances or dictate the extent of Federal and State or local parti-
ripalion in the financing of a particular grant. They are designed to
provide that federally assisted programs bear their fair share of costs
reoryjzad ander these principles, except where restricted or prohibvited
ty law. No provision for profit or other increment above cost is intended.

2. Pulicy guides. The application of these principles is based on
ihe Tundamental premises that:

a. State and local governments are responsible for the efficient
and effective administration of grant and contract programs through the
aprlication of sound. management practices.

b. The grentee or contractor assumes the responsibility for seeing
that federally assisted program funds have been expended and accounted for
consistent with underlying agreements and program objectives.

c. Each grantee or contractor organization, in recognition of its
own unique combination of staff facilities and experience, will have the
primary responsibility for employing whatever form of organization and
management techniques may be necessary to assure proper and efficient
administration.

3. Application. These principles will be applied by all Federal
agencies in determining costs incurred by State and local governments
under Federal grants and cost reimbursement type contracts (including
subgrants and subcontracts) except those with (a) publicly financed educa-
tional institutions subject to Federal Management Circular 73-8, and
(b) publicly owned hospitals and other providers of medical care subject
to requirements promulgated by the sponsoring Federal agencies.

B. Definitions.

1. Approval or authorization of the grantor Federal agency means
documentation evidencing consent prior to incurring specific cost.

2. Cost allocation plan means the documentation identifying,
accunulating, and distributing allowable costs under grants and contracts
together with the allocation methods used.
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3. Cost, as used herein, means cost as determined on a cash, acerual,
or other basis acceptable to the Federal grantor agency as a discharge of’
the grantee's accountability for Federal funds. )

L. Cost vbjeclive means a pool, center, or area established for the
accumulation of cost. Such areas include organizational units, functions,
objects or items of expense, as well as ultimate cost objectives including
specific grants, projects, contracts, and other activities.

5. Federal agency means any department, agency, commission, or
instrumentality in the executive branch of the Federal Government whlch
makes grants to or contracts with State or local governments.

6. Crant means an agreement between the Federal Government and a
State or local government whereby the Federal Government provides funds
or aid in kind to carry out specified programs, services, or activities.
The principles and policies stated in this circular as applicable to grants
in peneral also apply to any federally sponsored cost reimbursement type
of agreement performed by a State or local government, including contracts,
subcontracts and subgrants.

. Grant program means tnose activities and operations of the grantee
which are necessary to carry out the purposes of the grant, including any
portion of the program financed by the grantee.

8. Crantee means the department or agency of State or local government
which is responsible for administration of the grant.

9. Local unit means any political subdivision of government below
the State level.

10. Other State or local agencies means depertments or agencies of the
State or local unit which provide goods, facilities, and services to a
grantee. .

1l. Services, as used herein, means goods and facilities, as well as
services.

12. Supporting services means auxiliary functions necessary to sustain
the direct effort involved in administering a grant program or an activity
providing service to the grant program. These services may be centralized
in the grantee department or in some other agency, and include procurement,
payroll, personnel functions, maintenance and operation of space, data
nrocessing, accounting, budgeting, auditing, mail and messenger service,
and the like.
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C. Basic guidelines.

1. Factors affecting allowability of costs. To be allowable under a
grant program, costs must meet the following general criteria:

a. Be necessary and reasonable for proper and efficient administra-
tion of the grant program, be allocable thereto under these principles, and,
except as specifically provided herein, not be a general expense required
to carry out the overall responsibilities of State or local governments.

b. Be authorized or not prohibited under State or local laws or
regulations.

¢. Conform to any limitations or exclusions set forth in these
principles, Federal laws, or other governing limitations as to types or
amounts of cost items.

d. Be consistent with policies, regulations, and procedures that

apply wniformly to both federally assisted and other activities of the
unit of government of which the grantee is & part.

e. Be accorded consistent treatment through application of generally
accepted accounting principles appropriate to the circumstances.

£. Not be allocable to or included as a cost of any other federally
financed program in either the current or a prior period.

g. Be net of all applicable credits.

2. Allocable costs.

a. A cost is allocable to a particular cost objective to the extent
of benefits received by such.objective.

b. Any cost allocable to & particular grant or cost objective under
the principles provided for in this c¢ircular may not be shifted to other
Federal grant programs to overcome fund deficiencies, avoid restrictions
imposed by law or grant agreements, or for other reasons.

c. Where an allocation of joint cost will ultimately result in charges
to a grant program, an allocstion plen will be required as prescribed in
section J.

3. Avplicable credits.

" a. Applicable credits refer to those receipts or reduction of expen-

' diture-type transactions which offset or reduce expense items allocable to

grants as direct or indirect costs. Examples of such transactions are:
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purchase discounts; rebates or allowances; recoveries or indemnities on
losses; sale of publications, equipment, and scrap; income from personal
or incidental services; and adjustments of overpayments or erroneous charges.

h. Applicable credits may also arise when Federal funds are received
or are avairalle from sources other than the grant program involved to
t'inance operations or capital items of the grantee. This includes costs
arising from the use or depreciation of items donateo or financed by the
Yederal Covernment, to fulfill matching requirements under another grant
program. These tywves of credits should likewise be used to reduce related
expenditures in determining the rates or amounts applicable to a given grant.

D. Composition ot cost.

1. Total cost. The total cost of a grant program is comprisaed of the
‘allowable direct cost incident to its performance, »lusg its allocable
portion of allowable indirect costs, less applicable credits.

2. Classification of costs. There is no universal rule for classifying
certain costs as either direct or indirect under every accounting system.
A cost may be direct with respect to some specific service or function, but
indirect with respect to the grant or other ultimate cost objective. It is
essential therefore that each item of cost be treated consistently either as
a direct or an indirect cost. Specific guides for determining direct and
indirect costs allocable under grant programs are provided in the sections
which follow.

E. Dicect casts.
1. General.. Direct costs are thiose that can be identified specifically

with a particular cost objective. These costs may be charped directly to

pgrants, contracts, or tc other programs against which costs are finally

lodged. Lirecl costs may also be charged to cost vujectives used for the

accunlation of costs pending distribution in due rourse to grants and

other ultimate cost objectives.

2. Application. Typical direct costs chargeabie Lo grant programs
are:

a. Compensation ol employees for the time ana eifort devoted -pecil-
ically to the execution of grant programs.

b. Cost of materials acquired, consumed, or expended sbecifically
for the purpose of the grant.

c. Equipment and other approved capital expenditures.

d. Other items of expense incurred specifically to carry out the
srant agreement.

€T
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e. Services furnished specificélly for the grant program by other
agencies, provided such charges are consistent with criteria outlinod in
Section G. of these principles.

¥, Indirect costs.

1. General. Indirect costs are those (&) Incurred for n common or
Joint purpose benefiting more than one cost objective, and (b) not readily
assignable to the cost objectives specifically benefited, without effort
disprovorticnate to the results achieved. The term "indirect costs,"” as
used herein, applies to costs of this type originating in the grantee depart-
ment, as well as those incurred by other departments in supplying goods,
services, and facilities, to the grantee department. To facilitate equitable
distribution of indirect expenses to the cost objectives served, it may be
necessary to establish a number of pools of indirect cost within a grantee
department or in othexr agencies providing services 1o a grantee department.
Indirect cost pools should be distributed to benefiting cost objectives
on bases which will produce an equitable result in consideration of relative
benefits derived.

2. Grantee departmental indirect costs. All grantee departmental indirect
costs, including the various levels of supervision, are eligible for alloca-
tion to grent programs provided they meet the conditions set forth in this
circular. In lieu of determining the actual amount of grantee departmental
indirect cost allocable to a grant program, the following methods may be
used:

a. Predetermined fixed rates for indirect costs. A predetermined
Tixed rate for computing indirect costs applicable to a grant may be nego-
tiated annually in situations where the cost experience and other pertinent
facts available are deemed sufficient to enable the contracting parties to
reach an informed judgment (1) as to the probable level of indirect costs
in the grantee department during the period to be covered by the negotiated
rate, and (2) that the amount allowable under the bredetermined rate would
not exceed actual indirect cost.

b. Negotiated lump sum for overhead. A nepotiated fixed amount in
lieu of indirect costs may be appropriate under circumstances where the
benefits derived from a grantee devartment's indirect services cannot be
readily determined as in the case of small, self-contained or isolated
activity. When this method is used,. s determination should be made that
the amount negotiated will be approximately the same as the actual indirect
cost that may be incurred. Such amounts negotiated in lieu of indirect
costs will be treated as an offseb to total indirect expenses of the
grantee department before allocation to remaining activities. The base

- on which such remaining expenses are allocated should be approoriately

adjusted.




MG /- h July 18, 1974
AUt bient A

3. Limltation on indirect costisg.

n. Federal grants may be subject to laws that 1limit the amount of
indirect cost that may be allowed. Agencies that svonsor grants of this
type will establish procedures which will asswe that the amount actually
~allowed for indirect costs under each such grant does not exceed the
maximum allowable under the statutory limitatien or the smount otherwise
allowable under this circular, whichever is the smaller.

b. When the amount allowasble under a statutory limitation is less
than the amount otherwise allocable as indirect costs under this circular,
the amount not recoverable as indirect costs under a grant may not be shifted
t+.0 another federally sponsored grant program or contract.

{1, Cost incurred by sgencies other than the grantee.

1. General. The cost of service provided by other asgencies may only
include allowable direct costs of the service plus a prorata share of
nllowable supporting costs (section B.12.) and supervision directly required
in performing the service, but not supervision of a general nature such as
that provided by the head of & department and his staff assistants not
directly involved in operations. However, supervislon by the head of a
department or agency whose sole function is providing the service furnished
would be an eligible cost. Supporting costs include those furnished by
other units of the supplying department or by other agencies.

2. Alternative methods of determining indirect cost. In lieu of
determining actual indirect cost related to a particular service furnished
by another agency, either of the following alternative methods may be used
provided only one method is used for a specific service during the fiscal
year involved. ‘

a. Standard indirect rate. An amount egual to ten percent of
direct labor cost in providing the service performed by another State
agency (excluding overtime, shift, or holiday premiums and fringe benefits)
may be allowed in lieu of actual allowable indirect cost for that service.

b. Predetermined fixed rate. A predetermined fixed rate for indirect
cost of the unit or activity providing service may be negotiated as set
forth in section F.2.a.

H. Cost incurred by grantee department for others.

1. General. The principles provided in section G. will also be used
in determining the cost of services provided by the grantee department to
another agency.

J. Cost allocation plan.

1. General. A plan for allecation of costs will be required to support
the distribution of any joint costs related to the grant program. All costs

o
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included in the plan will be supported by formal accounting records which
will substantiate the propriety of eventual charges.

2., Requiremerits. 7The allocation plan of the grantce department should
cover all joint costs of the department as well as costs to be allocated
under plans of other agencies or organizational units which are to be
included in the costs of federally sponsored programs., The cost allocation
plans of all the agencies rendering services to the grantee department, to
the extent feasible, should be presented in a single document. The alloca-
tion plan should contain, but’ not necessarily be limited to, the following:

a. The nature and extent of services provided and their relevance
to the federally sponsored programs.

b, The items of expense to be included,
¢. The methods to be used in distributing cost.

3. Instructions for preparation of cost allocation plans. The
Department of Health, Education, and Welfare, in consultation with the
other Federal agencies concerned, will be responsible for developing and
issuing the .instructions for use by State and local government grantees
in preparation of cost allocation plans, This responsibility applies to
both central support services at the State and local government level and
indirect cost proposals of individual grantee departments.

4, Negotation and approval of indirect cost proposals for States,

a., The Department of Health, Education, and Welfare, in collabo~
"ration with the other Federal agencies concerned, will be responsible for
negotiation, approval, and audit of cost allocation plans, which will be
submitted to it by the States. These plans will cover central support
service costs of the State,

b. At the grantee department level in a State, a single Federal
agency will have responsibility similar to that set forth in a,, above, for
the negotiation, approval, and audit of the indirect cost proposal, Cogni-
zant Federal agencies have been designated for this ﬁurpose. Changes
which may be required from time to time in agency assignments will be
arranged by the Department of Health, Education, and Welfare in collabora-
tion with the other interested agencies, and submitted to the General
Services Administration for final approval. A current list of agency
assignments will be maintained by the Department of Health, Education, and
Welfare,

c. Questions concerning the cost allocation plans approved under
d, and b,, above, should be directed to the agency responsible for such
approvals,
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5. Nepotiation and approval of indirect cost proposals for local

- governments.,

a. Cost allocation plans will be retained at the local government
level for audit by a designated Federal agency except in those cases where
that agency requests that cost allocation plans be submitted to it for
negotiation and approval,

b, A list of cognizant Pederal agencies assigned responsibility
for negotiation, epprovel and audit of central support service cost alloca-
tion plans at the local government level is being developed., Changes which
may be required from time to time in agency assignments will be arranged
‘by the Department of Health, Education, and Welfare in collaboration with
the other interested agencies, and submitted to the General Services
Administration tor tinal approval, A current list of agency assignments
will ve maintained by the Department of Health, Educstion, and Welfare.

c. At the grantce department level of local govermments, the
federal agency with the predominant interest in the work of the grantee
department will be responsible for necessary negotlatlon, approval and
audit of the indairect cost oproposal.

6. Resolution of problems. To the extent that problems are encountered

among the Federal agencies in comnection with 4. and 5. above, the General
Services Administration will lend assistance as required.
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STANDARDS FOR SELECTED ITEMS OF COST

A. Purpose and applicability.

- 1. Objective. This :.ttachment provides standards for determining
the allowability of selected items of cost.

2. Application. These standards will apply irrespective of whether
a particular item of cost 1s treated as direct or indirect cost. Failure
to mention a particular item of cost in the standards is not intended to
imply that it is either allowable or unallowable, rather determination
of allowabllity in each case should be based on the treatment of standards
provided for similar or related items of cost. The allowability of the
selected items of cost is subject to the general policies and principles
stated in Attachment A of this circular.

B. Allowable costs.

1. Accounting. The cost of establishing and mainteining accounting
and other information systems required for the management of grant programs
is allowable. This includes cost incurred by central service agencies for
these purposes. The cost of maintaining central accounting records required
for overall State or local government purposes, such as appropriation and
fund accounts by the Treasurer, Comptroller, or similar officials, is
considered to be a general expense of government and is not allowable.

2. Advertising. Advertising medlia includes newspapers, magezines,
radio and television programs, direct mail, trade papers, and the like.

The advertising costs allowable are those which are solely for:

a. Recruitment of personnel required for the grant program. .

. b. Solicitation of bids for the procurement.of goode and services
required.

c¢. Disposal of scrap or surplus materials acquired in the performsnce
of the grant agreement.

d. Other purposes specifically provided for in the grant agreement.

3. Advisory councils. Costs incurred by State advisory councils or
comnittees established pursuant to Federal regquirements to carry out
grant programs are allowable. The cost of like orgenizations is allow=-
able when provided for in the grant agreement.

L., Audit service. The cost of audits necessary for the adminlstration
and management of functions relsted to grant programs is mllowable.
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5. Bonding. Costs of premiums on bonds covering employees who handle

prantee agency funds are allowable.

ti, Pudpeting. Costs incurred for the de: :lopment, preparation, presen-
tation, and exccution of budgets are allowasble. Costs for services of a
 eentral tmdpet of fice are generally not allowable since these are costs
of peneral government. However, where employees of the central budget
office actively participate in the grantee agency's budget process, the
cost of identifiable services is allowable.

7. Building lease management. The administrative cost for lease
management which includes review of lease proposals, maintenance of a list
of* available property for lemse, and related activities is allowable.

3. Central stores. The cost of maintaining and operating a central
stores organirzation for supplies, equipment, and materials used either
directly or indirectly for grant programs is allowable.

9. Communications. Communication costs incurred for telephone calls
or service, telegraph, teletype service, wide area telephone service (WATS),
centrex, telpak (tie lines), postage, messenger service and similar expenses
are allowable.

10. Compensation for personal services.

a. Ceneral. Compensation for personal services includes all
remuneration, paid currently or accrued, for services rendered during the
period of performance under the grant agreement, including but not necessarily
limited to wages, salaries, and supplementary compensation and benefits
(section B.13.). The costs of such campensation are allowable to the
extent that total compensation for individual employees: (1) is reasonable
for the services rendered, (2) follows an appointment made in accordance
with State or local government laws and rules and which meets Federal merit
system or other requirements, where applicable; and (3). is determined and
supported as provided in b. below. Compensation for employees engaged
in federally assisted activities will be considered reasonable to the
extent that it is consistent with that paid for similar work in other
activities of the State or local government. In cases where the kinds of
employees required for the federally assisted activities are not found in
the other activities of the State or local government, compensation will be
considered reasonable to the extent that it 1§ comparable to that paid for
similar work in the labor market in which the employing government competes
for the kind of employees involved. Compensation surveys providing data
representative of the labvor market involved will be an acceptable basis for
evaluating reasonableness.

b. Payvroll and distribution of time. Amounts charged to grant

programs for personal services, repardless of whether treated ns direct or
indirect costs, will Ye Yased on navrolls documented nnd approved in accord-
ance with reneralin fowscpied practice of Yhe State or local agency. Payrolls

L
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must Le supported by time and attendance or equivalent records for indi-
vidual employces. Salaries and wages of employees chargeable to more than
one grant program or other cost objectire will be supported by appropriate
time distribution records. The method used should produce an eguitable
distribution of time and effort.

11. Depreciation and use allowances.

a. Grantees may be compensated for the use of buildings, capital
improvementé, and equipment through use allowances or depreciation. Use
allowances are the means of providing compensation in lieu of depreciation
or other eguivalent costs. However, a combination of the two methods may
not be used in connection with a single class of fixed assets. '

b. The computation of depreciation or use allowance wlll be based
on acquisition cost. Where actual cost records have not been maintained,
a reasonable estimate of the original acquisition cost may be used in the
computation. The computation will exclude the cost or any portion of the
cost of buildings and equipment donated or borne directly or indirectly
by the Federal Government through charges to Federal grant programs or
otherwise, irrespective of where title was originslly vested or where it
presently resides. In addition, the computation will also exclude the cost
of land. Depreciation or a use allowance on idle or excess facilities is
not allowable, except when specifically authorized by the grantor Federal
agency. . '

~. Where the depreciation method is followed, adequate property
records must be maintained, and any generally sccepted nethod of computing
depreciation may be used. However, the method of computing depreciation
must be consistently applied for any specific asset or class of assets for
all affected federally sponsored programs and must result in equitable
charges considering the extent of the use of the assets for the benefit
of such programs.

d. In lieu of depreciation, a use allowance for buildings and
improvements may be computed at an annual rate not exceeding two percent
of acquisition cost. The use allowance for equipment {excluding items
properly capitalized as building cost) will be computed at an annual rate
not exceeding six and two-thirds percent of acquisition cost of usable
equipment.

e. NG depreciation or use charge may be allowed on any assets
that would be considered as fully depreciated, provided, however, that
reasonable use charges may be negotiated for any such assets if warranted
after taking into consideration the cost of the facility or item involved,
the estimated useful life remaining at time of negotiation, the effect of
any increased maintenance charges or-decrea=ed efficiency due to age, and
any other factors pertinent to the utilization of the facility or item
for the purpose contemplated.
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172. Disbursing service. The cosl of disbursing grant program funds
by the Tressurer or other designated officer is allowable. Disbursing
services cover the processing of checks or warrants, from preparation to
redemption, including the necessary records of accountability and recon-
c¢iliation of suen records with related cash accounts.

i

t5. smployee fringe henefits. Costs identified under a. and b. below
are allowable to the extent that total compensation for employees is
reasonable ns defined in section B.1O.

a. Employee benefits in the form of regular comperisation paid
Lo employees during periods of zuthorized absences from the job, such-&s
for annual leave, sick leave, court leave, military leave, and the like,
if they are: (1) provided pursusnt to an approved leave system, and (2).
the cost thereof is equitably allocated to all related activities,
including grant programs.

b. Employee benefits in the form of employers' contribution or
expenses for social security, employees' life and health insurance plans,
unemployment insurance coverage, workmen's compensation insurance, pension
plans, severance pay, and the like, provided such benefits are granted
under approved plans and are distributed équitably to grant programs and
to other activities.

14. Employee morale, health and welfare costs. The costs of health
or first-aid clinics and/or infirmaries, recreational facilities, employees'

- counseling services, employee information publications, and any related

expenses incurred in accordance with general State or local pdlicy, are
allowable. Income generated from any of these activities will be offset
against expenses. '

15. Exhibits. Costs of exhibits relatlng specifically to the grant
programs are allowable.

16. legal expenses. The cost of legal expenses required in the
administration of grant programs is allowable. Legal services furnished
by the chief legal officer of a State or local government or his staff
solely for the purpose of discharging his general responsibilities as
legal officer are unallowable. Legal expenses for the prosecution of
claims against the Federal Government are unallowable.

17. Maintenance and repair. Costs incurred for necessary maintenance,
repair, or upkeep of property which neither add to the permanent value of
the property nor appreciably prolong its intended life, but keep it in an
efficient operating condition, are allowable.
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1%, Materials and sunplics. The cost of materials and suvplies necessary
Lo cnrry out the grant programs is allowable. Purchases made specifically
far the prant propram should be charged thereto at their actual prices
atter deducting all cash discounts, trade d.scounts, rebates, and allow-
aneres received by the grantee. Vithdrawals from general stores or stock-
rooms should be eharped at cost under any recognized method of pricing
~mnintently aoplied. Ineoming transportation charges are a proper part
ol material cost.

17, Memberships, subscriptions and professional activities.

», Membershins. The cost of membership in civiec, business. technical
and professional organizations is allowable provided: (1) the benefit from
tiie membership is related to the grant program, {2) the expenditure is for
agency membersaip., (3) the cost of the membershiv is reasonably related to
the value of the services or tenefits received, and (4) the expenditure
is not for membershiv in an organization which devotes a substantial part
of its activities to influencing legislation.

L. Reference material. The cost of books, and subscriptions to
civic, business, professional, and technical veriodicals is allowable when
related to the grant program.

c. Meetings and conferences. Costs are allowable when the primary
murpose of ithe meeting is the dissemination of technical informetion relating
to the grant propram and they are consistent with regular practices followed
for other activities of the grantee.

20. ¥otor pools. The costs uf a service organization whlch prov1des
automnbiles to user grantee agencies 2t a mileage or fixed rate and,or
nrovides vehicle maintenance, inspection and repair services are allowable.

o1, Payroll preparation. The cost of preparing payrolls and maintaining
necensary related vage records is allowable.

22. Personnel administration. Costs for the recruitment, examination,
certification, classification, training, establishment of pay standards,
and related activities for grant programs, are allowable.

23. Printing and reproduction., Cost for printing and reproduction
services necessary for grant administration, including but not limited to
forms, reports, manuals, and informational literature, are allowable.
Publication costs of reports or other media.relating to grant program
accomplishments or results are allowable when provided for in the grant
agreement.

PL. Procurement service. The cost .of procurement service, including
solicitation of bids, preparation and award of contracts, and all phases
of contract administration in providing goods, facilities and services for
gran®t programs, is allowable.
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25. Taxes. In general, taxes or payments in lieu of taxes which the
grantec agency is legally reouired to pay are allowable.

26. Training and education. Tne cost of in-service training. customarily
provided for empioyce development which dircctly or indirectly benefits
grant programs is allowable. Out-of-service training involving extended
periods of time is allowable only when specifically authorized by the grantor
agency.

’
27. Transportation. Costs incurred for freight, cartage, express,
postage and other transportation costs relating either to goods purchased,
delivered, or moved from one location to another are allowvable.

28. Travel. Travel costs are allowable for expenses for transportation,
lodging, subsistence, and related items incurred by employees who are in
travel status on official business incident to a grant program. Such costs
may be charged on an actual basis, on a per diem or mileage basis in lieu
of actual costs incurred, or on a combination of the two, provided the method
used is applied to an entire trip, and results in charges consistent with
those normally allowed in like circumstances in nonfederally sponsored
activities. The difference in cost between first-class air accommodations
and less-than-first-class air accommodations is unallowable except when
less-than-first-class air accommodations are not reasonably available.

C. Costs allowable with approval of grantor agency.

1. Automatic data processing. The cost of data processing services
to grant programs is allowable. This cost may include rental ‘of eguipment
or depreciation on grantee-owned equipment. The acquisition of equipment,
whether by outright purchase, rental-purchase agreement or other method of
purchase, is allowable only upon specific prior approval nf the grantor
Federal agency as provided under the selected item for capital expenditures.

2. Building svace and related facilities. The cost of space in
privately or publicly owned buildings used for the benefit of the grant
program is allowable subject to the conditions steted below. The total cost
of space, whether in a privately or publicly owned building, may not exceed
the rental cost of comparable space and facilities in a privately owned
bullding in the same locality. The cost of space procured for grant
program usage may not be charged to the program for periods of nonoccupancy,
without authorization of the grantor Federal agency.

L, Rental cost. The rental cost of space in a privately owned
oullding is nllownblle.

b. Maintenance and cperation. The cost of utilities. insurance,
security, janitorial servieces, elevator service, upkeep of grounds, normal
repairs and alterations and the like, are allowable to the extent they are
not otherwise included in rental or other charges for space.
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c. Rearrangements and alterations. Cost incurred for rearrangement
and alteration of facilities required specifically for the grant program
or those that materially increase the value or useful life of the facilities
(section €.3.) are allowable when specifically approved by the grantor
agency.

d. Depreciation and use allowances on publicly owned buildings.
These costs are allowable as provided in section B.1l.

e. Occupancy of space under rental-purchase or a lease with option-
to-purchase agreement. The cost of space procured under such arrangements
is allowable when specifically approved by the Federal grantor agency.

3. Capital expenditures. The cost of facilities, equipment, other
capital assets, and repairs which materially increase the value or useful
life.of capital assets is allowable when such procurement is specifically
approved by the Federal grantor agency. When assets acquired with Federal
grant funds are (a) sold, (b) no longer available for use in a federally
.sponsored program, or (c) used for purposes not authorized by the grantor
agency, the Federal grantor agency's equity in the asset will be refunded
in the same proportion as Federal participation in its cost. In case any
asgets are traded on new items, only the net cost of the newly acquired
assets is allowable.

4, Insurance and indemnification.

a. Costs of insurance required, or approved and malntained pursuant
to the grant agreement, is allowable. :

b. Costs of other insurance in connection with the general conduct
of activities is allowable subject to the following limitations:

(1) Types and extent and cost of coverage will be in accordance
with general State or local government policy and sound business practice.

(2) Costs of insurance or of contributions to any reserve
covering the risk of loss of, or damage to, Federal Government property is
unallowable except to the extent that the grantor agency has specifically
requlred or approved such costs.

¢. Contributions to a reserve for a self insurance progranlapproved
by the Federal grantor agency are allowable to the exteant that the type of
coverage, extent of coverage, and the rates and premiums would have heen
allowed had insurance been purchased to cover the risks.

d. Actual losses which could have been covered by permissible
insurance (through an approved self-insurance program or otherwise) are
unallowable unless expressly provided for in the grant agreement. However,
costs incurred because of losses not covered under nominal deductible
insurance coverage provided in Keeping with sound management practice, and
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minor losses not covered by insurance, such as spoilage, breakage and dis-
appearance of smnll hand tools which occur in the ordinary course of
operations, are allowable.

e. Indemnification includes securing the grantee against liabilities
to third persons and other losses not compensated by insurance or otherwise.
The Government is obligated to indemnify the grantee only to the extent
expressly provided for in the grant agreement, except as provided in 4.
above. ,

5. Management studies. The cost of management studies to improve the
effectiveness and efficiency of grant management for ongoing programs is
allowable except that the cost of studies performed by agencies other than
the grantee department or outside consultants is allowable only when authorized
by the Federal grantor agency.

6. Preagreement ccsts. Costs incurred prior to the effective date of
the grant or contract, whether or not they would have been allowable there-
under il incurred after such date, are allowable when specifically provided
for in the grant agreement.

f. Profesgional services. Cost of professional services rendered by
individunls or orpanizations not a part of the grantee department is allowable
subject to such prior authorization as may be required by the Federal grantor
agency. ’

8. Proposal costs. Costs of preparing proposals on potential Federal
Government grant agreements are allowable when specifically provided for in
the grant agreement.

D. Unallowable costs.

1. Bad debts. Any losses arising from uncollectlble accounts and other
claims, and related costs, are unallowable.

2. Contingencies. Contributions to a contingency reserve or any similar
provision for unforeseen events are unallowable,

3. Contributions and donations. Unallowable.

4. Entertainment. Costs of amusements, social activities, and incidental
costs relating thereto, such as meals, beverages, lodgings, rentals, trans-
portation, and gratuities, are unallowable.

5. Fines and pvenaltiecs. Costs resulting from violations of, or failure to

comply with Federal, State and local laws and regulations are unallowable.
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G. Governor's expenses. The salaries and expenses of the Office of
the Governor of a ftate or the chief executive of a political subdivigion
are considered a cost of general State or local government and are unallow-
able.

7. Interest and other financial costs. Interest on borrowings (how-
ever represented), bond discounts, cost of financing and refinancing
operations, and legal and professional fees paid in connection therewith,
are unallowable except when authorized by Federal legislation.

/

8. Legislative expenses. Salaries and other expenses of the State
legislature or similar local governmental bodies such as county supervisors,
city councils, school boards, etc., whether incurred for purposes of legis-
lation or executive direction, are unallowable.

9. Underrecovery of costs under grant agreements. Any'excess of cost
over the Federal contribution under one grant agreement is unallowable
under other grant agreements.
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GENERAL SERVICES ADMINISTRATION
OFFICE OF FEDERAL MANAGEMENT POLICY

FEODERAL RMANABGERTENT CIFOCULAR

FMC 73-8: Cost principles for educational
institutions

December 19, 1973
TO THE HEADS OF EXECUTIVE DEPARTMENTS AND ESTABLISHMENTS

1. Purpose. This circular establishes principles for
determining costs applicable to grants and contracts with
educational institutions. .

2. Supersession. The President by Executive Order 11717
transferred the functions, covered by this:circular from the
Office of Management and Budget to the General Services
Administration. This circular is therefore issued as a
replacement for previous Office of Management and Budget
Circular No. A-21.

e dld .
3. ngicy intent. This circular provides principles for
determining the costs applicable to research and development
and to training and other educational services performed by
educational institutions under grants from and contracts with
the Federal Government. These principles are confined to the
subject of cost determination and make no attempt to identify
the circumstances or dictate the extent of agency and insti-
tutional participation in the financing of a particular
project. The principles are designed to provide recognition
of the full allocated costs of such work under generally
accepted accounting principles. No provision for profit
or other increment above cost is intended.

4. Applicability and scope. The provisions of this circular
apply to all Federal agencies that sponsor research and
development and training and other educational services

work at educational institutions.

Attachment




5. Responsibilities. The successful application of these
principles requires development of mutual understanding
between representatives of educational institutions and of
the Federal Government as to their scope, implementation, and
interpretation.

6. Attachments. The principles and related policy guides
are set forth in the attachments, which are:

Attachment A - Principles for determining costs applicable
to research and development under grants
and contracts with educational institutions

Attachment B - Principles for determining costs applicable
to training and- other educational services
under grants and contracts with educational
institutions

Attachment C - Cost accounting standards. issued by the
Cost Accounting Standards Board under the
authority of Public Law 91-379 (50 U.S.C.
App. 2168)

No substantive changes have been made in the attachments from
the last version of the predecessor OMB Circular No. A-21.

7. Inquiries. Further information concerning this circular
may be obtained by contacting:

General Services Administration (AMF)
Washington, DC 20405 '

Telephone: IDS 183-7747
FTS 202-343-7747

oy

ARTHUR F. SAMPSON »
Administrator of Genefal Services

(Note: This circular will be codified in the Code of Federal
Regulations as 34 CFR 254.)
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PRINCIPLES FOR DETERMINING COSTS APPLICABLE TO RESEARCH
AND DEVELOPMENT UNDER GRANTS AND CONTRACTS WITH

EDUCATIONAL INSTITUTIONS
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PRINCIPLES FOR DETERMINING COSTS APPLICABLE TO
RESEARCH AND DEVELOPMENT UNDER GRANTS AND
CONTRACTS WITH EDUCATIONAL INSTITUTIONS

A. Purpose and Scope.

1. Objéctives. This Circular provides principles for
determining the costs applicable to research and development
work performed by educational institutions under grants
from and contracts with the Federal Government. These
principles are confined to the subject of cost determination
and make no attempt to identify the circumstances or dictate
the extent of agency and institutional participation in the
financing of a particular research or development project.
The principles are designed to provide recognition of the
full allocated costs of such research work under generally
accepted -accounting principles. No provision for profit or
other increment above cost is intended.

2. Policy gquides. The successful application of these
principles requires development of mutual understanding
between representatives of universities and of the Federal
Government as to their scope, implementation, and interpre-
tation. It is recognized that--

a. The arrangements for agency and institutional
participation in the financing of a research and development
project are properly subject to negotiation between the
agency and the institution concerned in accordance with such
Government-wide criteria as may be applicable.

b. Each college and university, possessing its
own unique combination of staff, facilities and experience,
should be encouraged to conduct research in a manher conso-

nant with its own academic philosophies and institutional
objectives.

¢. Each institution, in the fulfillment of its
obligations, should employ sound management practices.

d. The application of the principles established
“herein should require no significant changes in the generally
accepted accounting practices of colleges and universities.
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¢. Cognizant Federal agencies involved in

negot iating indirect cost rates and auditing should assure
that institutions are generally applying the cost principles
and standards herein provided on a consistent basis. Where
wide variations exist in the treatment of a given cost item
among institutions, the reasonableness and eqguitableness of
such +reatments should be fully considered during the rate
negotiations and audit.

3. Application. All Federal agencies that sponsor
research and development work at educational institutions
should apply these principles and related policy guides in
determining the costs incurred for such work under any type
of research and development agreement. These principles
should also be used as a guide in the pricing of fixed price
contracts or lump sum agreements.

B. Definition of terms.

1. Organized research means all research activities of
an institution that are separately budgeted and accounted for.

2. Departmental research means research activities that
are not separately budgeted and accounted for. Such research
work, which includes all research activities not encompassed
under the term organized research, is regarded for purposes
of. this document as a part of the instructional activities of
the institution.

3. Research agreement means any valid arrangement to
perform federally sponsored research, including grants, cost-
reimbursement type contracts, cost-reimbursement type subcon-
tracts, and fixed-price contracts and subcontracts for
research.

4. Other institutional activities means all organized
activities of an institution not directly related to the
instruction and research functions, such as residence halls,
dining halls, student hospitals, student unions, intercolle-
giate athletics, bookstores, faculty housing, student apart-
ments, guest houses, chapels, theaters, public museums, and
other similar activities or .auxiliary enterprises. Also
included under this definition is any other category of cost
treated as "unallopwable," provided such category of cost
identifies a function or activity to which a portion of
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the institution's indirect costs (as defined in section IM.1.)
are properly allocable.

5. Apportionment means the piocess by which the indircet
costs of the institution are assigned as between (a) instruc-
tion and research, and (b) other institutional activities.

6. Allocation means the process by which the indirect
costs apportioned to instruction and research are assigned
as between (a) organized research, and (b) instruction,
including departmental research.

7. Stipulated salary support is a fixed or a stated
dollar amount of the salary of professorial or other pro-
fessional staff involved in the conduct of research which a
Government agency agrees in advance to reimburse an educa-
tional institution as a part of sponsored research costs.

C. Basic considerations.

1. Composition of total costs. The cost of a research
agreement is comprised of the allowable direct costs incident
to its performance, plus the allocable portion of the allow-
able indirect costs of the institution, less applicable
credits as described in section C.5.

2. Factors affecting allowability of costs. The
tests of allowability of costs under these principles are:
(a) they must be reasonable; (b) they must be allocable to
research agreements under the standards and methods provided
herein; (c) they must be accorded consistent treatment
through application of those generally accepted accounting
principles appropriate to the circumstances; and (d) they
must conform to any limitationsg or exclusions set forth in
these principles or in the research agreement as to types or
amounts of cost items.

3. Reasonable costs. A cost may be considered reasonable
if the nature of the goods or services acquired or applied,
and the amount involved therefor, reflect the action that
a prudent person would have taken under the circumstances
prevailing at the time the decision to incur the cost
was made. Major considerations involved in the determination
of the reasonableness of a cost are: (a) whether or not
the cost is of a type generally recognized as necessary for

3




the operation of the institution or the performance of the
rescarch agreement; (b) the restraints or requirements imposed
by such factors as arm's-length bargaining, Federal and State
laws and regulations, and research agreement terms and
conditions; (c) whether or not the individuals concerned
acte” with due prudence in the circumstances, considering
their responsibilities to the institution, its employees,

its students, the Government, and the public at large; and
(d) the extent to which the actions taken with respect to

the incurrence of the cost are consistent with established
institutional policies and practices applicable to the work
of the institution generally, including Government research.

4. Allocable costs.

a. A cost is allocable to a particular cost objective
(i.e., a specific function, project, research agreement,
department, or the like) if the goods or services involved
are chargeable or assignable to such cost objective in
accordance with relative benefits received or other equitable
relationship. Subject to the foregoing, a cost is allocable
t¢ a research agreement if it is incurred solely to advance
the work under the research agreement; or it benefits both
the research agreement and other work of the institution in
proportions that can be approximated through use of reason-
able methods; or it is necessary to the overall operation of
the institution and, in the light of the standards provided
in this Circular, is deemed to be assignable in part to
organized research. Where the purchase of equipment or other
capital items is specifically authorized under a research
agreement, the amounts thus authorized for such purchases are
allocable to the research agreement regardless of the use
that may subsequently be made of the equipment or other
capital items involved.

b. Any costs allocable to a particular research
agreement under the standards provided in this Circular may
not be shifted to other research agreements in order to
meet deficiencies caused by overruns or other fund consid-
erations, to avoid restricti:ns imposed by law or by terms
of the research agreement, o. for other reasons of convenience.
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5. Applicable credits.

@a. The term applicable cradits refers to those
receipt or negative expenditure types of transactions which
operate to offset or reduce expense items that are allocable
to research agreements as direct or indirect costs., Typical
examples of such transactions are: purchase discounts,
rebates, or allowances; recoveries or indemnities on losses;
sales of scrap or incidental services; and adjustments of
overpayments or erroneous charges,

b. In some instances, the amounts received from the
Federal Government to finance institutional activities oxr
scrvice operations should be treated as applicable credits.
Specifically, the concept of netting such credit items
against related expenditures should be applied by the insti-
tution in determining the rates or amounts to be charged
to Government research for services rendered whenever the
facilities or other resources used in providing such services
- have been financed directly, in whole or in part, by Federal
. funds. (See sections F.6., J.10.b., and J.37. for areas
of potential application in the matter of direct Federal
financing.)

6. Costs incurrxed by State and local governments. Costs
incurred or paid by State or local governments in behalf of
educational institutions for certain personnel benefit pro=
grams such as pension plans, FICA and any other costs spe-
cifically disbursed in behalf of and in direct benefit to the
institutions, are allowable costs of such institutions

whether or not these costs are recorded in the accounting
recorgs of such institutions, subject to the following:

a. Such costs meet the reguirements of sections
C.l. through C.5. '

‘ b. Such costs are properly supported by cost
allocation plans in accordance with Office of Management
and Budget Circular No. A-87. '

c. Such costs are not otherwise borne directly or
indirectly by the Federal Government.

5




D. Direct costs.

1. General. Direct costs are those costs which can be
identified specifically with a particular research project,
an instructional activity or any other institutional activity or
" which can be directly assigned to such activities relatively
easily with a high degree of accuracy.

2. Application to research agreements. Identifiable
benefit to the research work rather than the nature of the
goods and services involved is the determining factor in
distinguishirg direct from indirect costs of research agree-
ments. Typical transactions chargeable to a research agree-
ment as direct costs are the compensation of employees for
per {formance of work under the research agreement, including
related staff benefit and pension plan costs to the extent
that such items are consistently treated by the educational
institution as direct rather than indirect costs; the costs
of materials consumed or expended in the performance of such
work; and other items of expense incurred for the research
agreement, including extraordinary utility consumption. The
cost of materials supplied from stock or services rendered by
specialized facilities or other institutional service operations
may be included as direct costs of research agreements provided
such items are consistently treated by the institution as
direct rather than indirect costs and are charged under a
recognized method of costing or pricing designed to recover
only actual costs and conforming to generally accepted cost
accounting practices consistently followed by the institution.

E. Indirect costs.

1. General. Indirect costs are those that have been
incurred for common or joint objectives and therefore cannot
be identified specifically with a particular research project,
an instructional activity or any other institutional activity.
At educational institutions such costs normally are classified
under the following functional categories: general administra-
tion and general expenses:; research administration expenses;
operation and maintenance expenses; library expenses; and
departmental administration expenses.
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2. Criteria for distribution.

a., Base period. ' A base p~riod for digtribution
of irdirect costs is the period during which such costs
are incurred and accumulated for distribution to work
per formed within that period. The base period normally
should coincide with the fiscal year established by the
institution, but in any event the base period should »e
so selected as to avoid inequities in the distribution of

costs.

b. Need for cost groupings. The overall objec-
tive of the allocation and apportionment process is to
distribute the indirect costs described in section F to
organized research, instruction, and other activities in
reasonable proportions consistent with the nature and extent
of the use of the institution's resources by research
personnel, academic staff, students, and other personnel
or organizations. In order to achieve thig objective, it
may be necessary to provide for selective distribution by
establishing separate groupings of cost within one or more
of the functional categories of indirect costs referred to
in section E.1. 1In general, the cost groupings egtablished
within a functional category should constitute, in each
case, a pool of those items of expense that are considered
to be of like character in terms of their relative contri-
bution 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 c¢. below. Each such pool or cost grouping
should then be distributed individually to the appertaining
cost objectives, using the distribution base or method most
appropriate in the light of the guides set out in d. below.

c. General considerations on cost groupings. The
extent to which separate cost groupings and selective dis-
tribution would be appropriate at an institution iz a matter
of judgment to be determined on a case-by-case basgis.
Typical situations which may warrant the establishment of
two or more separate cost groups (based on account classifi-
cation or analysis) within a functional category include but
are not limited to the following:
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(1) Where certain items or categories of expense
relate solely to one of the three major divisions of the
institution (instruction, organized research or other insti-
tutional activities) or to any two rut not the third, such
expenses should be set aside as a separate cost grouping for
direct asgignment or sgelective distribution in accordance
with the guides provided in b. above and d. below. '

(2) Where aﬁy types of expense ordinarily
treated as general administration and general expenses or
departmental administration expenses are charged to research
agreements as direct costs, the similar type expenses appli-
cable to other activities of the institution must, through
separate cost groupings, be excluded from the indirect costs
allocable to those research agreements and included in the
direct cost of other activities for cost allocation purposes.

(3) Where it is determined that certain expenses
are for the support of a service unit or facility whose out-
put 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 and other activities at the institution
or within the department.

(4) Where organized activities (including iden-
tifiable segments of organized research as well as the
activities cited in section B.4.) provide their own purchasing,
personnel administration, building maintenance or similar
gervice, 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 costs
(such as for overall management) which are properly allocable
to such activities.

(5) Where the institution elects to treat as
indirect charges the cost of the pension plan and other
staff benefits, such costs should be set aside as a separate
cost grouping for selective distribution to appertaining cost
vbjectives, including organized research.

o (6? The number of geparate cost groupings
within a functional category should be held within practical
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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 distribu-ion method.

(1) Actual conditions must be taken into account
in selecting the method or base to be used in distributing
to applicable cost objectives the expenses assembled under
each of the individual cost groupings established as indicated
under b. above. Where a distribution can be made by assignment
of a cost grouping directly to the area benefited, the dis-
tribution should be made in that manner. Where the expenses
under a cost grouping are more general in nature, the distri-
bution tb appertaining cost objectives should be made through
use of a selected base which will produce results that are
equitable to both the Government and the institution. In
general, any cost element or cost-related factor associated
with the institution's work is potentially adaptable for use
as a distribution base provided (a) it can readily be
expressed in terms of dollars or other guantitative measure
(total direct expenditures, direct salaries, man~hours
applied, square feet utilized, hours of usage, number of
documents processed, population served, and the like); and
(b) it is .common to the appertaining cost objectives during

the base period.

(2) Results of cost analysis studies may be
used when they result in more acé¢curate and eqguitable distri-
bution of costs. Such cost analysis studies may take into
consideration weighting factors, population, or space occu-
pied if they produce equitable results. Cost analysis studies,
however,. should (a) be appropriately documented in sufficient
detail for subsequent review by the cognizant Federal agency,
(b) distribute the indirect costs to the appertaining cost
objectives in accord with the relative benefits derived, {(c)
be conducted to fairly reflect the true conditions of the
activity and to cover representative transactions for a
reasonable period of time, (3d) be performed gpecifically
-at the institution at which the results are to be used, and
(e) be updated periodically and used consistently. Any
assumptions made in the study will be sufficiently supported.
The use of cost analysis studies and periodic changes in the
method of cost distribution must be fully justified.




(3) The essential consideration in selection of
the distribution base in each instance is that it be the one
best suited for assigning the pool of costs to appertaining
cost objectives in accord with the rnlative benefits derived;
the traceable cause and effect relationship; or logic and
reason, where neither benefit nor cause and effect relation-
ship is determinable.

3. Administration of limitations on allowances for
research costs. Research agreements may be subject to
statutory or administrative policies that limit the allow-
ance of research costs. When the maximum amount allowable
under a statutory limitation or the terms of a research
agreement is less than the amount otherwise reimbursable
under this Circular, the amount not recoverable under that
research agreement may not be charged to other research
agreements.

F. Identification and assignment of indirect costs.

1. General administration and general expensges.

a. The expenses under this heading are those that
have been incurred for the general executive and administra-
tive offices of educational institutions and other expenses
of a general character which do not relate solely to any
major division of the institution; i.e., solely to (1)
instruction, (2) organized research, or (3) other institu-
tional activities. The general administration and general
expense category should also include the staff bengfit and
pension plan costs applicable to the salaries and wages
included therein, an appropriate share of the costs of the
operation and maintenance of the physical plant, and charges
representing use allowances and/or depreciation applicable
to the buildings and equipment utilized in performing the
functions represented thereunder.

b. The expenses included in this category may be
apportioned and allocated on the basis of total expenditures
exclusive of capital expenditures in situations where the
results of the distribution made on this basis are deemed
to be equitable both to the Government and the institution;
otherwise the distribution of general administration and
general expenses should be made through use of selected
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bases applied to separate cost groupings estavlished within
this category of expenses in accordance with the guides act

out in section E.2.d.

2. Remearch administration expenses.

a. The expenses under this heading are those that
have been incurred by a separate organization or identifiable
administrative unit established solely to administer the
regsearch activity, including such functions as contract
administration, security, purchasing, personnel administration,
and editing and publishing of research reports. They include
the salaries and expenses of the head of such research organi-
zation, his assistants, and their immediate secretarial staff
together with the salaries and expenses of personnel engaged
in suppoerting activities maintained by the research organi-
zation, such as stock rooms, stenographic pools, and the
like. The salaries of members of the professional staff
whose appointments or assignments involve the performance
of such administrative work may also be included to the
extent that the portion so charged to research administration
is supported as required by section J.7. The research
adminigtration expense category should also include the
staff benefit and pension plan costs applicable to the
salaries and wages included therein, an appropriate share
of the costs of the operation and maintenance of the physical
plant, and charges representing use allowance and/or depre-
ciation applicable to the buildings and eguipment utilized in
performing the functions represented thereunder.

b. The expenses included in this category should
be allocated to organized research and, where necessary, to
departmental research or to any other benefiting activities
on any basis reflecting the proportion fairly applicable to
each. (See section E.2.d.)

3. Operation and maintenance expenses.

a. The expenses under this heading are those that
have been incurred by a central service organization or at
the departmental level for the administration, supervision,
Qperation, maintenance, preservation, and protection of the
institution's physical plant. They include expenses normally
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incurred for such items as janitorial and utility services;
repairs and ordinary or normal alterations of buildings,
furniture and equipment; and care of grounds and maintenance
and operation of buildings and othexr plant facilities. The"
operation and maintenance expense category should also
include the staff benefit and pension plan costs applicable
to the salaries and wages included therein, and charges
representing use allowance and/or depreciation. applicable to
the buildings and equipment utilized in performing the func-
tions represented thereunder.

b. The expenses included in this category should
be apportioned and allocated to applicable cost objectives
in a manner consistent with the guides provided in section
E.2. on a bagis that gives primary emphasis to space utili-
zation. The allocations and apportionments should be
developed as follows: (1) where actual space and related
cost records are available or can readily be developed and
maintained without significant change in the accounting
practices,.the amount distributed should be based on such
records; (2) where the space and related cost records main-
tained are not sufficient for purposes of the foregoing, a
reasonable estimate of the proportion of total space assigned
to the various cost objectives normally will suffice as a
means for effecting distribution of the amounts of operation
and maintenance expenses involved; or (3) where it can be
demonstrated that an area or volume of space basis of allo-
cation is impractical or inequitable, other bases may be used
provided consideration is given to the use of facilities by
research personnel and others, including students.

4. Library expenses,

a. The expenses under this heading are those that
have been incurred for the operation of the library, including
the costs of books and library materials purchased for the
library, less any items of library income that qualify as
applicable credits under section C.5. The library expense
category should also include the staff benefit and pension
Plan costs applicable to the salaries and wages included
therein, an appropriate share of the costs of the operation
and maintenance of the phyasical plant, and charges repre-
Senting use allowances and/or depreciation applicable to
the buildings and equipment utilized in the perfcrmance of

12




APPENDIX 2

the functions represente@ thereunder. Costsg incurred in-
the purchases of rare books (museum-type books) with no
research value should not be allocated to Government-

sponsored research.

b. The expenses included in this category should
be allocated on the basis of population including students
and other users. Where the results of the distribution made
on this basis are deemed to be inequitable to the Government
or the institution, the distribution should then be made on
a selective basis in accordance with the guides set out in
section E.2. Such selective distribution should be made
through use of reasonable methods which give adequate recog-
nition to the utilization of the library attributable to
faculty, research personnel, students and others. The method
used will be based on data developed periodically on the
respective institution's experience for representative

periods. ’

5. Departmental administration expenses.

a. The expenses under this heading are those that

- have been incurred in academic deans' offices, academic
departments and organized research units such as institutes,
study centers and research centers for administrative and
supporting services which benefit common or joint departmental
activities or objectives. They include the salaries and
expenses of deans or heads, or associate deans or heads, of
colleges, sgchools, departments, divisions, or organized
research units, and their administrative staffs together with
the salaries and expenses of personnel engaged in supporting
activities maintained by' the department, such as stockrooms,
stenographic pools, and the like provided such supporting
services cannot be directly identified with a specific
research project, with an instructional activity or with

any other institutional activity. The salaries of other
members of the professional staff whose appointments or
assignments involve the performance of such administrative
work may also be included to the extent that the portion so
charged to departmental administration expenses is supported
as required by section J.7. The departmental administration
expegse category should also include the staff benefit and
9ensxon plan costs applicable to the salaries and wages
included therein, an appropriate share of the costs of the
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operation and maintenance of the.physical plant, and charges
representing use allowances and/or depreciation applicable
to the buildings and equipment utilized in performing the
functions represented thereunder. S

b. The distribution of departmental administration
expenses should be made through use of selected bases applied
to cost groupings established within this category of expenses
in accordance with the guides set out in section E.2.d.

6. Setoff for indirect expenses otherwise provided for by
the Government.

a. 'The items to be accumulated under this heading are
the reimbursements and other receipts from the Federal Govern-
ment which are used by the institution to support directly,
in whole or in part, any of the administrative or service
(indirect) activities described in the foregoing (sections F.1.
through F.5.). They include any amounts thus applied to such
activities which may have been received pursuant to an institu-
tional base grant or any similar contractual arrangement with
the Federal Government other than a research agreement as
herein defined (section B.3.).

_ b. The sum of the items in this group shall be treated
as a credit to the total indirect cost pool before it is appor-
tioned to organized research and to other activities. Such
setoff shall be made.prior to the determination of the indirect
cost rate or rates as provided in section G.

G. Determination and application of indirect cost rate or rates.

1. Indirect cost pools.

a. Subject to b. below, indirect costs allocated to
organized research should be treated as a common pool, and the
costs in such common pool should then be distributed to indi-
vidual research agreements benefiting therefrom on a single
rate basis,

b. In some instances a single rate basis for use
across the board on all Government regearch at an institution
may not be appropriate, since it would not take into account
those different environmental factors which may affect
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substantially the indirect costs applicable to a particular
sceyment of Government research at the institution. For this
purpose, a particular segment of Government research may be
that performed under a single research agreement or it may
congsist of research under a group 5f research agreements
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 arrangments used, or any combi-
nation thereof. Where a particular segment of Government
research is performed within an environment which appears to
generate a significantly different level of indirect costs,
provision 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 distribu-
tion process, and the separate indirect cost rate resulting
therefrom should be utilized provided it is determined that
(1) such indirect cost rate differs significantly from that
which would have obtained under a. above, and (2) the volume
of research work to which such rate would apply is material
in relation to other Government research at the institution.

2. The distribution base. Indirect costs allocated to
organized research should be distributed to applicable research
agreements on the basis of direct salaries and wages. For
this purpose, an indirect cost rate should be determined for
each of the separate indirect cost pools developed pursuant
to section G.1l. The rate in each case should be stated as
the percentage which the amount of the particular indirect
cost pool is of the total direct salaries and wages of all
research agreements identified with such pool. For the purpose
of establishing an indirect cost rate, direct salaries and
wages may include that portion contributed to the research by
the institution for cost sharing or other purposes. PRases
other than salaries and wages may be used provided it can be
demonstrated that they produce more egquitable results.

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

4. Predetermined fixed rates for indirect costs. Public
Law 87-638 (76 Stat. 437) authorizes the use of predetermined
fixed rates in determining the indirect 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 (includlng 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, consideration
should be given to the negotiation of predetermined fixed rates
for indirect costs in those situations where the cost experi-
ence 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
acecounting period.

5. Neqgotiated fixed rates and carryforward 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 cost
for the next rate negotiation. When the rate is negotiated
before the carryforward adjustment is determined due to the
delay in audit, the carryforward 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 costs
allocable to Government research for the forecast period
plus or minus the carryforward.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 shall 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 Federal agency as to whether
these differences will be considered in the rate negotiation
rather than making the determlnatxon after the differences are
known. Further, institutions electing to use this carryforward
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provision may not subsequently change without prior approval
of the cognizant Federal agency. In the event that an insti-
tution returns to a postdetermined rate, any over- or under-
recovery during the .periocd in which negotiated fixed rates
and carryforward provisions were followed will be included

in the subsequent postdetermined rates. Where multiple rates
are used, the same procedure will be applicable for deter-
mining each rate. This procedure algo applies to rates
established for grants and contracts for training and other
educational services, but does not apply to cost-type research
agreements covering work performed in wholly or partially
Government-owned facilities.

H. Simplified method for small ingtitutions.

1. General.

a. Where the total direct cost of all federally
supported work under research and educational gservice
agreements at an institution does not exceed $1,000,000 in
a fiscal year (sxcluding direct payments by the institution
to participants under educational service agreements for
stipends, support, and similar costs requiring little, 1if

" any, indirect cost support), the use of the abbreviated pro-

cedure described in 2., below, may be used in determining
allowable indirect costs. Under this abbreviated procedure,
the institution's most recent annual financial report and
immediately available supporting information, with salaries
and wages segregated from other costa, will be utilized as

a basis for determining the indirect cost rate applicable
both to federally supported zesearch and educational service
agreements.

b. The rigid formula approach provided under this
abbreviated procedure should not be used where it produces
resuits which appear inequitable to the Government or the
institution. In any such case, indirect costs should be
determined through use of the regular procedure.

2. Abbreviated procedure.

a.  Establish the total amount of salaries and wages
paid to all employees of the institution.
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b. Establish an indirect cost pool consicting 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 aid, student activities, and scholarships).

(2) Operation and maintenance of physical plant.

(3) Library.

(4) Department administration expenses, which
will be computed as 20% of the salaries and expenses of deans
and heads of departments.

In those cases where expenditures classified under
2.b.(1) and 2.b.(2) have previously been allocated to other
institutional activities, they may be included in the indirect
cost pool. The total amount of salaries and wages included
in the indirect cost pool must be separately identified.

c. Establish a salary and wage distribution base,
determ‘ned by deducting from the total of salaries and wages
as established under 2.a. the amount of salaries and wages
included under 2.b. '

d. Establish the indirect cost rate, determined by
dividing the amount in the indirect cost pool 2.b. by the amount
of the distribution base 2.c. ‘

e. Apply the indirect cost rate established to direct
salaries and wages for individual agreements to determine the
amount of indirect costs allocable to such agreements.

J. General standards for selected items of coet{

Sections J.l. through J.46. provide standards to be applied
in establishing the allowability of certain items involved in
determining cost. These standards should apply irrespective of
whether a particular item of cost is properly treated as direct
cost or indirect cost.. Failure to mention a particular item
of cost in the standards is not intended to imply that it is
either allowable or unallowable; rather determination as to
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allowability in each case should be based on the treatment or
standards provided for similar or related items of cost. 1In
case of discrepancy between the provisions of a specific
research agreement and the applicable standards provided, the
provisions of the research agreement should govern.

1. Advertising costs. The term advertising costs means :
the costs of advertising media and corollary administrative
costs. Advertising media include magazines, newspapers, radio
and television programs, direct mail, exhibits, and the like.
The only advertising costs allowable are those which are
solely for (a) the recruitment of personnel required for the
performance by the institution of obligations arising under
the research agreement, when considered in conjunction with
all other recruitment costs, as set forth in J.32.; (b) the
procurement of scarce items for the performance of the
research agreement; or (c) the disposal of scrap or surplus
materials acquired in the performance of the research agree-
ment. Costs of this nature, if incurred for more than one
research.agreement or for both research agreement work and
other work of the institution, are allowable to the extent
that the principles in sections D and E are observed.

2. Bad debts. Any losses, whether actual or estimated
arising from uncollectible accounts and other claims, related
collections costs, and related legal costs, are unallowable.

3. Capital expenditures. The costs of equipment,
buildings, and repairs which materially increase the value or
useful life of buildings or equipment, are unallowable except
as provided for in the research agreement. Government funds
shall not be used for the acquisition of land, or any interest
therein, except with the specific prior approval of the sponsor-
ing agency.

4. Civil defense costs. Civil defense costs are those
incurred in planning for, and the protection of life and
property against, the possible effects of enemy attack.
Reasonable costs of civil defense measures (including costs
in excess of normal plant protection costs, first-aid training
and supplies, fire-fighting training, posting of additional
exit notices and directions, and other approved civil defense
measures) undertaken on the institution's premises pursuant
to suggestions or requirements of civil defense authorities
are allowable when distributed to all activities of the
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institution. Capital expenditures for civil defense purposes
will not be allowed, but a use allowance or depreciation may
be permitted in accordance with provisions set forth in
section J.10. Costs of local civil defense projects not

on the institution's premises are unallowable.

5. .Commencement and convocation costs. Costs incurred
for commencements and convocations apply only to instruction
and therefore are not allocable to research agreements,
either as direct costs or indirect costs.

6. Communication costs. Costs incurred for telephone
services, local and long distance telephone calls, telegrams,
radiograms, postage and the like, are allowable.

7. Compensation for personal services.

a. General. Compensation for personal services
covers all remuneration paid currently or accrued to the
institution for services of employees rendered during the
period of performance under Government research agreements.
Such remuneration includes salaries, wages, staff benefits
(see section J.39.), and pension plan costs (see section J.23.).
The costs of such remuneration are allowable to the extent that
the total compensation to individual employees is reasonable
for the services rendered and conforms to the established
policy of the institution consistently applicd, and provided
that the charges for work performed directly on Government
research agreements and for other work allocable as indirect
costs to organized research are determined and supported as
hereinafter provided.

b. Payroll distribution. Amounts charged to organized
research for personal services, except stipulated salary
support, regardless of whethar treated as direct costs or
allocated as' indirect costs, will be based on institutional
payrolls which have been approved and documented in accordance
w%th generally accepted institutional practices. Support for.
direct and indirect allocations of personal service costs to
(1) instruction, (2) organized research, and (3) indirect
agtivities as defined in section E.l., or (4) other institu-
tional activities as defined in section B.4., will be provided
as described in c., d., e., and £., below.

c. Stipulated salary support. As an alternative to
payroll distribution, stipulated salary support amounts may
be provided in the research agreement for professorial staff,
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any part of whose compensation is chargeable to Government-
spongsored research. Stipulated salary support may also be
provided for any other professionals who are '‘engaged part
time in sponsored research and part time in other work.

The stipulated salary support for &aa individual will be
determined by the Government and the educational institu-
tion during the proposal and award process on the basis

of considered judgment as to the monetary value of the con-
tribution which the individual is expected to make to the
research project. This judgment will take into account

any cost sharing by the institution and such other factors
as the extent of the investigator's planned participation
in the project and his ability to perform as planned in the
light of his other commitments. It will be necessary for
those who review research proposals to obtain information
on the total academic year salary of the faculty members
involved; the other research projects or proposals for
which salary is allocated; and any other duties they may

- have such as teaching assignments, administrative assign-

ments, number of graduate students for which they are re-
sponsible, or other institutional activities. Stipulated

-amounts for an individual must not per se result in
Ancreasing his official salary from the institution.

d. Direct charges for personal services under
payroll distribution. The direct cost charged to organized
research for the personal services of professorial and
professional staff, exclusive of those whose salaries are
stipulated in the research agreement, will be based on
institutional payroll systems. Such institutional payroll
systems must be supported by either (1) an adequate appoint-
ment and workload distribution system accompanied by monthly
reviews performed by responsible officials and a reporting
of any significant changes in workload distribution of each
professor or professional staff member, or (2) a monthly
after-the-fact certification system which will require the
individual investigators, deans, departmental chairmen or
supervisors having first-hand knowledge of the services
performed on each research agreement to report the distri-

. bution of effort. Reported changes will be incorporated

during the accounting period into the payroll distribution
system and into the accounting records. Direct charges for
salaries and wages of nonprofessionals will be supported by

time and attendance and payroll distribution records.
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c. Direct charges for personal services under
stipulated salarieg. The amounts stipulated for salary
support will be treated as direct costs. The stipulated
salary for the academic year will be prorated equally over
the duration of the grant or contract period during the
academic year, unless other arrangements have been made
in the grant or contract instrument. No time or effort
reporting will be required to support these amounts.

Special provision for summer salaries, or for a particular
"off period" if cother than summer, will be reguired. The
regearch agreements will state that any research covered by
summer salary support must bhe carried out during the summer,
not during the academic year, and at locations approved in
advance in writing by the granting agency. The certification
required in section K will attest to this reguirement as well
as a3ll others in a given research agreement. Stipulated
salary support remains fixed during the funding period of

the grant or contract and will be costed at the rate described
above unless there is a significant change in performance.
For example, a significant change in performance would

exist if the faculty member (1) was ill for an extended
period, (2) took sabbatical leave. to devote effort to duties
unrelated to his research, or (3) was required to increase
substantially his teaching assignments, administrative duties,
or responsibility for more research projects. In the latter
event, it will be the responsibility of the educational
institution to reduce the charges to the research agreement
proportionately or seek an appropriate amendment. In the
case of those covered by stipulated salary support, the
auditors are no longer required to review the precise
accuracy of time or effort devoted to research projects.
Rather, their reviews should include steps to determine

on a sample basis that an institution is not reimbursed

‘for more than 100 percent of each faculty member's salary
and that the portion of each faculty member's salary charged
tg Government-sponsored research is reasonable in view of
his university workload and other commitments. The stipulated
salary method may also be agreed upon for that portion of a
Qrofessional's salary that represents cost sharing by the
institution.

. f. Indirect personal services costs. Allowable
1nd1re?t personal services costs will be supported by the
educational institution's accounting system maintained in
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accordance with generally accepted institutional practices.
where a comprehensive accounting system does not exist,

the inastitution should make periodic surveys no less fre-
guently than annually Lo support the indirect personal
services costs for inclusion in the overhead pool. Such
supporting documentation must be retained for subseguent
review by Government officials.

g. General guidance for charging personal services.
Budget estimates on a monthly, gquarterly, semester, or
yearly basis do not qualify as support for charges to
federally sponsored research projects and should not be
used unless confirmed after the fact. Charges to research
agrecments may include reasonable amounts for activities
contributing and intimately related to work under the agree-
ment, such as preparing and delivering special lectures
about specific aspects of the ongoing research, writing
research reports and articles, participating in appropriate
research seminars, consulting with colleagues and graduate
students with respect to related research, and attending
_appropriate scientific meetings and conferences. In no
case should charges be made to federally sponsored research
projects for lecturing or preparing for formal courses listed
in the catalog and offered for degree credit, or for com-
mittee or administrative work related to university business.

h. Nonuniversity professional activities. A uni-
versity must not alter or waive university-wide policies
and practices dealing with the permissible extent of pro-
fessional services over and above those traditionally
performed without extra university compensation, unless
such arrangements are specifically authorized by the spon-
soring agency. Where university-wide policies do not ade-
quately define the permissible extent of consultantships
Or other nonuniversity activities undertaken for extra pay,
the Government may require that the effort of professional
staff working under research agreements be allocated as
between (1) university activities, and (2) nonuniversity
professional activities., If the spcnsoring agency should
consider the extent of nonuniversity professional effort
‘excessive, appropriate arrangements governing compensation
will be negotiated on a case-by-case basis.
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i. Salary rates for academic year. Charges fov
work performed on Government research by faculty members
during the academic year will be based on the individual
faculty member's regqular compensaticn for the continuous
period which, under the practice of the institution con-
cerned, constitutes the basis of his salary. Charges
for work performed on research agreements during all or
any portion of such period would be allowable at the base
salary rate. In no event will the charge to research
agreements, irrespective of the basis of computation,
exceed the proportionate share of the base salary for that
period, and any extra compensation above the base salary
for work on Government research during such period would
be unallowable. This principle applies to all members of
the faculty at an institution. Since intra-university
consulting is assumed to be undertaken as a university
obligation requiring no compensation in addition to full-
time base salary, the principle also applies to those who
function as consultants or otherwise contribute to a re-
search agreement conducted by another faculty member of
the same institution. However, in unusual cases where con-
sultation is across departmental lines or involves a
separate or remote operation, and the work performed by
the consultant is in addition to his regular departmental
load, any charges for such work representing extra compen-
-sation above the base salary are allowable provided such
consulting arrangement is specifically provided for in the
research agreement or approved in writing by the sponsoring
agency.

j. Salary rates for periods outside the academic

ear. Charges for work performed by faculty members on
Govgrnment research during the summer months or other
perléds not included in the base salary period wil] be de-
termined for each faculty member at a monthly rate not in
excess of that which would be applicable under his base
s§lary and will be limited to charges made in accordance
with other subsections of J.7.

k. Salary rates for part-time faculty. Charges
for‘work performed on Government research by faculty members
having only part-time appointments for teaching will be de-
termined at a rate not in excess of that for which he is
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reyularly paid for his part-time teaching assignments.
Example: An institution pays $5,000 to a faculty member

for half-time tear~hing during the academic year. He de-
voted one-half of his remaining time (25% of his total
available time) to Government research. Thus his addi-
tional compensation, chargeable by the institution to '
Government research agreements, would be one-half of

$5,000 or $2,500,.

8. Contingency provigions. Contributions to a con-
tingency reserve or any similar provision made for events
the occurrence of which cannot be foretold with certainty
as to time, intensity, or with an assurance of their
happening, are unallowable.

9. Deans of faculty and graduate schools. The
salaries and expenses of deans of faculty and graduate
schools, or their equivalents, and their staffs, are
allowable.

10. Depreciation and use allowances.

a. Institutions may be compensated for the use
of buildings, capital improvements, and usable equipment
on hand through use allowances or depreciation. Use
allowances are the means of providing such compensation
when depreciation or other equivalent costs are not con-
sidered. However, a combination of the two methods may not
be used in connection with a single class of fixed assets.

b. Due consideration will be given to Government-
furnished facilities utilized by the institution when com-
puting use allowances and/or depreciation if the Government-
furnished facilities are material in amount. Computation
of the use allowance and/or depreciation will exclude both
the cost or any portion of the cost of buildings and equip-
ment borne by or donated by the Federal Government, irre-
spective of where title was originally vested or where it
presently resides and, secondly, the cost of grounds. Capital
expenditures for land improvements (paved areas, fences,
streets, sidewalks, utility conduits and similar improve-
ments not already included in the coat of buildings) are
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allowable provided tho systematic amortization of such
caprtal expenditures has been provided, based on reasona-
ble determinations of the probable useful lives of the
individual items involved, and the share allocated %o
organized research is developed from the amount thus amor-
tized for the base period involved. Amortization methods
once used should not be changed for a given building or
equipment unless approved in advance by the cognizant

Federal agency.

c. Where the use allowance method is followed,
the use allowance for buildings and improvements will be
computed at an annual rate not exceeding two percent of
acquigition cost. The use allowance for equipment will be
computed at an annual rate not exceeding six and two-thirds
percent of acquisition cost of usable and needed eguipment
in those cases where the institution maintains current
records with regpect to such equipment on hand. Where the
institution's records reflect only the cost (actual or
estimated) of the original complement of eguipment, the
use allowance will be computed at an annual rate not ex-—
ceeding ten percent of such cost. Original complement for
this purpose means the complement of equipment initially
placed in buildings to perform the functions currently
being performed in such buildings; however, where a perma-
nent change in the function of a building takes place, a
redetermination of the original complement of equipment
may be made at that time to establish a new original comple-
ment. In those cases where no equipment records are main-
tained, the institution will justify a reasonable estimate
of the acquisition cost of usable and needed equipment which
may be used to compute the use allowance at an annual rate
not exceeding six and two-thirds percent of such estimate.

d. Where the depreciation method is followed,
?dequate property record must be maintained and periodic
inventory (a statistical sampling basis is acceptable) must
pe taken to insure that properties for which depreciation
is c@arged do exist and are needed. The period of useful
8ervice (service life) established in each case for usable
c§p1ta% assets must be determined on a realistic basis which
takes into consideration such factors as type of construction,
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nature of the eguipment used, technological developments
in the particular research area, and the renewal and re- '
placement policics followed for the individual items or
classes of assets involved. Where the depreciation method
is introduced for application to assets acquired in prior
ycars, the annual charges therefrom must not excced the
amounts that would have resulted had the deprceciation
method been in eflfect from the date of acquisition of

such assets.

e. Where an institution elects to go on a depre-
ciation bhasis for a particular class of assets, no depre-
ciliation, rental or use charge may be zllowed on any: such
assets that, under d. above, would be viewed as fully
depreciated provided., however., that reasonable use charges
moy be negotiated for any such assets if warranted after
taking into consideration the cost of the facility or
item involved, the estimated useful life remaining at time
of negotiation, the actual replacement policy followed in
the light of service lives used for calculating deprecia-~
tion, the effect of any increased maintenance charges or
- decreased efficiency due to age, and any other factors

pertinent to the utilization of the fac1llty or item for
" the purpose contemplated.

11. Emploxpe morale, health, and welfare costs and
credits. The costs of house publications, health or first-
aid clinics and/or infirmaries, recreational activities,
employees' counseling services, and other experises incurred
in accordance with the institution's established practice
or custom for the improvement of working conditions,
employer-employee relations, employee morale, and employee-
performance, are allowable. Such cqsts will be eqguitably
apportioned to all activities of the institution.- Income
generated from any of these activities will be credited to
the cost thereof unless such income has bheen irrevocably
set over to employee welfare organizations.

12. Entertainment costs. Costs incurred for amusement,
social activities, entertainment, and any items relating
thereto, such as meals, lodging, rentals, transportation,’
and gratuities, are unallowable.
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13. Eguipment and other facilities. The cost of
permaient equipment or other facilities are allowable where
such purchases are approved by the sponsoring agency con-
cerned or provided for by the terms of the research agree-
ment.  Total expenditures for permanent equipment may not
oxcend 125 percent of the amount allotted for the permanent
equipment category by the sponsoring agency (through an
approved budget or other document) except with approval.
The term "permanent eqguipment" shall mean an item of
property which has an acquisition cost of $200 or more
and has an expected service life of one year or more.

a. General purpose equipment. Approval must be
obtained to acguire with Government funds any general
purpose permanent equipment, i.e., any items which are
usable for activities of the institution other than
rescarch, such as office equipment and furnishings, air
conditioning, reproduction or printing equipment, motor
vehicles, etc., or any automatic data processing equipment.

b. Research equipment. Approval must be obtained
to acquire with Government funds any item of permanent
research equipment costing $1,000 or more.

14. Fines and penalties. Costs resulting from viola-
tions of, or failure of the institution to comply with,
Federal, State, and local laws and regulations are unallow-
able except when incurred as a result of compliance with
specific provisions of the research agreement, or instruc-
tions in writing from the contracting officer.

15. Insurance and indemnification.

a. Costs of insurance required or approved,
and maintained, pursuant to the research agreement, are
allowable. ‘

b. Costs of other insurance maintained by the
institution in connection with the general conduct of its
activities, are allowable subject to the following
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limitations: (1) types and extent and cost of coverage
must be in accordance with sound institutional practice;
(2) costs of insurance or of any contributions to any
reserve covering the risk of loss of or damage to
Government-owned property are una.lowable except to the
extent that the Government has specifically required or
approved such costs; and (3) costs of insurance on the.
lives of officers or trustees are unallowable except
where such insurance is part of an employee plan which
is not unduly restricted.

¢. Contributions tc a reserve for an approved
self-insurance program are allowable to the extent ‘that .
the types of coverage, extent of coverage, and the rates
and premiums would have been allowed had insurance been
purchased to cover the risks.

d. Actual losses which could have been covered
by permissible insurance (through an approved self-
insurance program or otherwise) are unallowable unless
expressly provided for in the research agreement, except
that costs incurred because of losses not covered under
existing deductible clauses for insurance coverage
provided in keeping with sound management practice,
as well as minor losses not covered by insurance, such
as spoilage, breakage and disappearance of small hand
tools, which occur in the ordinary course of operations,
are allowable.

e. Indemnification includes securing the
institution against liabilities to third persons and
other losses not compensated by insurance or otherwise.
The Government is obligated to indemnify the institution
only to the extent expressly provided for in the
research agrxeement, except as provided in d. above.
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16. Interest, fund raising, and investment management

costs.

a. Costs incurred for interest on borrowed capital
or temporary use of endowment funds, however represented,

are unallowable.

b. Costs of organized fund raising, including
financial campaigns, endowment drives, solicitation of
gifts and bequests, and similar expenses incurred solely
to raise capital or obtain contributions, are not allowable
under Government research agreements.

c. Costs of investment counsel and staff and
similar expenses incurred solely to enhance income from
investments are not allowable under Government research

agreements.

d. Costs related to the physical custody and
control of monies and securities are allowable.

17. Labor relations costs. Costs incurred in
maintaining satisfactory relations between the institution
and its employees, including costs of labor management
committees, employees' publications, and other related
activities, are allowable.

18. Losses on other research agreements or contracts.
Any excess of costs over income under any other research
agreement or contract of any nature is unallowable. This
includes, but is not limited to, the institution's
contributed portion by reason of cost-sharing agreements
or any under-recoveries through negotiation of flat
amounts for indirect costs.
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when reasonable in relation to the services rendered and’
when not contingent upon recovery of the costs from the
Government. Retainer fees to be allowable must be rea-
sonably supported by evidence of carvices rendered.

b. Factors to be considered in determining the
allowability of costs in a particular case include (1)
the past pattern of such costs, particularly in the years
prior to the award of Government research agreements;

(2) the impact of Government research agreements on the
ingtitution's total activity; (3) the nature and scope of
managerial services expected of the institution's oewn
organizations; and (4) whether the proportion of Govern-
ment work to the institution's total activity is such as
to influence the institution in favor of incurring the
cost, particularly where the services rendered are not of
a continuing nature and have little relationship to work
under Government research agreements,.

c. Costs of legal, accounting, and consulting
services, and related costs, incurred in connection with
, organization and reorganization or the prosecution of
claims against the Government, are unallowable. Costs of
legal, accounting and consulting services, and related
costs, incurred in connection with patent infrirgement liti-
gation, are unallowable unless otherwise provided for in
the research agreement.

27. Profits and losses on disposition of plant, equip-
ment, or other capital assets. Profits or losses of any
nature arising from the sale or exchange of plant, equip-
ment, or other capital assets, including sale or exchange
of either short- or long-term investments, shall not be
considered in computing research agreement costs.

28. Proposal costg. Proposal costs are the costs of
preparing bids or proposals on potential Government and
nongovernment research agreements or projects, including
‘the development of engineering data and cost data necessary
to support the institution's bids or proposals. Proposal
costs of the current accounting period of both successful
and unsuccessful bids and proposals normally should be

+
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16. Interest, fund raising, and investment management
costs.

a. Costs incurred for interest on borrowed capital
or temporary use of endowment funds, however represented,
are unallowable.

b. Costs of organized fund raising, including
financial campaigns, endowment drives, solicitation of
gifts and bequests, and similar expenses incurred solely
to raise capital or obtain contributions, are not allowable
under Government research agreements.

c. Costs of investment counsel and staff and
similar expenses incurred solely to enhance income from
investments are not allowable under Government research
agreements.

d. Costs related to the physical custody and
control of monies and securities are allowable.

17. ZLabor relations costs. Costs incurred in
maintaining satisfactory relations between the institution
and its employees, including costs of labor management
committees, employees' publications, and other related
activities, are allowable. ’

18. Losses on other researxch agreements or contracts.
Any excess of costs over income under any other research
agreement or contract of any nature is unallowable. This
includes, but is not limited to, the institution's
contributed portion by reason of cost~sharing agreements
or any under-recoveries through negotiation of flat
amounts for indirect costs.

30




APPENDIX 2

19. Maintenance and repair costs. Costs incurred for
necessary maintenance, repair or upkeep of property (in-
cluding Government property unless otherwise provided fox)
which neither add to the permanent value of the property
nor appreciably prolong its intended life but keep it in
an c¢fficient operating condition, are allowable.

20. Material costs. Costs incurred for purchased
materials, supplies, and fabricated parts directly orx
indirectly related to the research agreement, are allow-
able. Purchases made specifically for the research agree-
ment should be charged thereto at their actual prices after
deducting all cash discounts, trade discounts, rebates,
and allowances received by the institution., Withdrawals
fronm gencral stores or stockrooms should be charged at
their cost undec any recognized method of pricing. stores
‘withdrawals conforming to sound accounting practices con-
sistently followed by *the institution., Incoming transpor-
tation charges are a proper part of material cost., Direct
material cost should include only the materials and supplies
actually used for the performance of the research agree-
‘ment, and due credit should be given for any excess materials
.retained, or returned to vendors. Due credit should be

.given for all proceeds or value received for any scrap re-
sulting from work under the research agreement. Where
Government-donated or furnished material is used in per-
forming the research agreement, such material will be used
without charge,

21. HMemberships, subscriptions and professional activity
costs.

a. Costs of the institution's membership in civiec,
business, technical, and professional organizations are
allowable.

b, Costs of the institution's subscriptions to

civic, businesgs, professional, and technical periodicals
are allowable.
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¢. Costs of meetings and conferences, when the
primary purpose is the dissemination of technical infor-
mation, are allowable. This includes costs of meals,
trangportation, rental of facilities, and other items in-
cidental to such meetings or conferences.

22. Patent costs. Costs of preparing disclosures,
reports, and other documents required by the research
agreement and of searching the art to the extent necessary
to make such invention disclosures, are allowable. In
accordance with the clauses of the research agreement re-
lating to patents, costs of preparing documents and any
other patent costs, in connection with the filing of a
patent application where title is conveyed to the Govern-
‘ment, are allowable. (See also section J.33.)

23. Pension plan costs., Costs of the institution's
pension plan which are incurred in accordance with the
established policies of the institution are allowable, pro-
vided such policies meet .the test of reasonableness and
the methods of cost allocation are not discriminatory, and
provided appropriate adjustments are made for credits or
gains arising out of normal and abnormal employee turnover
or any other contingencies that can result in forfeitures
by employees which inure to the benefit of the institution.

24. Plant security costs. Necessary expenses incurred
to comply with Government security requirements, including
wages, uniforms and equipment of personﬁel engaged in plant
protection, are allowable.

25. Preresearch agreement costs. Costs incurred prior
to the effective date of the research agreement, whether
or not they would have been allowable thereunder if incurred
after such date, are unallowable unless specifically set
forth and identified in the research agreement.

26, Professional services costs.

a. Costs of professional services rendered by the’
membersvof a particular profession who are not employees
of the institution are allowable, subject to b. and c. below,
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when reasonable in relation.to the services rendered and’
when not contingent upon recovery of the costs from the
Government. Retainer fees to be allowable must be rea-
sonably supported by evidence of garvices rendered.

b. Factors to be considered in determining the
allowability of costs in a particular case include (1)
the past pattern of such costs, particularly in the years
prior to the award of Government research agreements;

(2) the impact of Government research agreements on the
ingtitution's total activity; (3) the nature and scope of
managerial services expected of the institution's own
organizations; and (4) whether the proportion of Govern-
ment work to the institution's total activity is such as
to influence the institution in favor of incurring the
cost, particularly where the services rendered are not of
a continuing nature and have little relationship to work
under Government research agreements.

c. Costs of legal, accounting, and consulting
services, and related costs, incurred in connection with
. organization and reorganization or the prosecution of
claims against the Government, are unallowable. Costs of
legal, accounting and consulting services, and related
costs, incurred in connection with patent infripgement liti-
gation, are unallowable unless otherwise provided for in
the research agreement.

27. Profits and losses on disposition of plant, equip-
ment, or other capital assets. Profits or losses of any
nature arising from the sale or exchange of plant, equip-
ment, or other capital assets, including sale or exchange
of either short- or long-term investments, shall not be
considered in computing research agreement costsg.

28. Proposal costs, Propoaal costs are the costs of
preparing bids or proposals on potential Government and
nongovernment reszarch agreements or projects, including
‘the development of engineering data and cost data necessary
to support the institution's bids or proposals. Proposal
costs of the current accounting period of both successzful
and unsuccessful bids and proposals normally should be
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' treated as indirect costs and allocated currently to ail
activities of the institution, and no proposal costs of
past accounting periods will be allocable in the current
period to the Government research agreement. However, the
instituticn's established practices may be to treat pro-
posal costs by some other recognized method. Regardless
of the method used, the results obtained may be accepted
only if found to be reasonable and equitable.

29. Public information services costs. Costs of news
releases pertaining to specific research or scientific
accomplishment are unallowable unless specifically author-
ized by the sponsoring agency.

30. Rearrangement and alteration costs. Costs in—.
curred for ordinary or normal rearrangement and alteration
of facilities are allowable. Special arrangement and
alteration costs incurred specifically for the project are
allowable when such work has been approved in advance by
the sponsoring agency concerned.

31. Reconversion costs. Costs incurred in the resto-
ration or rehabilitation of the institution's facilities
to approximately the same condition existing immediately
prior to commencement of Government research agreement
work, fair wear and tear excepted, are allowable.

32. Recruiting costs.

a. Subject to b., c., and d. below, and provided
that the size of the staff recruited and maintained is in.
keeping with workload requirements, costs of "help wanted"
radvertising, operating costs of an employment office
necessary Lo secure and maintain an adequate staff, costs
of operating an aptitude angd educational testing program,
travel costs of employees while engaged in recruiting per-
sonnel, travel costs of applicants for interviews for pro-
spective employment, and relocation costs incurred incident
to recruitment of new employees, are allowable to the ex-
tent that such costs are incurred pursuant to a well managed
recruitment program. Where the institution uses employment
agencies, costs not in excess of gtandard commercial rates
for such services are allowable, :
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b. In publications, costs of help Wentec adver-
tising that includes color, includes advertising muterial
for other than recruitment purposes, or is excessive in
gize (taking into consideration recruitment purposes for
which intended and normal institutional practices in this
respect), are unallowable.

c. Costs of help wanted advertising, special
emoluments, fringe benefits, and salary allowances in-
curred to attract professional personnel from other insti-
tutions that do not meet the test of reasonableness or do
not conform with the established practices of the insti-
tution, are unallowable.

d. Where relocation costs incurred incident to
recruitment of a new employvee have been allowed either as
an allocable direct or indirect cost, and the newly hired
employee resigns for reasons within his control within 12
months after hire, the institution will be required to
refund or credit such relocation costs to the Government.

33. Royalties and other costs for use of patents.

" Royalties on a patent ox amortization of the cost of ac-
quiring a patent orxr invention or rights thereto, necessary
for the proper performance of the research agreement and
applicable to tasks or processes thereunder, are allowable
unless the Government has a license or the right to free
uge of the patent, the patent has been adjudicated to be
invalid or has been administratively determined to be in-’
valid, the patent is considered to be unenforceable, or
the patent has expired.

34. Sabbatical leave costs. Costs of leave of absence
to employees for performance of graduate work or sabbatical
study, travel, or research are allowable provided the in-
stitution has a uniform policy on sabbatical leave for
persons engaged in instruction and persons engaged in re-
search. Such costs will be allocated on an eguitable basis
among all appertaining activities of the institutlion. Where
sabbatical leave is included in fringe benefits for which
a cost is determined for assessment as a direct charge, the
aggregate amount of such assessments applicable to all work
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of the institution during the base period must Lz reasona-
ble in relation to the ingtitution's actual experience

under its sabbatical leave policy.

35. Scholarships and student aid costas. Costs of
scholarships, fellowships and other forms of student aid
apply only to instruction and theraefore are not allocable
to research agreements, either as direct costs or indirect
costs. However, in the case of students actually engaged
in work under research agreements, any tuition remissions
to such students for work performed are allocable to such
research agreements provided consistent treatment is
accorded such costs. (See section J.39.)

36. Severance pay.

a. Severance pay is compensation in addition to
regular salaries and wages which is paid by an institu-
tion to employees whose services are being terminated.
of severance pay are allowable only to the extent that such
payments are required by law, by employer-employee agree-
ment, by established policy that conatitutes in effect an
implied agreement on the institution's part, or by circum-
stances of the particular employment. ’

Costs

b, Severance payments that are due to normal,

recurring turnover and which otherwise meet the conditions

of a. above may be allowed provided the actual costs of

such severance payments are regarded as expenses appli-

cable to the current fiscal year and are equitably distributed
among the institution's activities during that period.

¢. Severance payments that are due to abnormal
Or mass terminations are of such conjectural nature that
allowability must be determined on a case-by-cage basis.
However, the Government recognizes its obligation to parti-
Ccipate, to the extent of its fair share, in any'specific
Payment.

' 37. Specialized service facilities operated by
ingtitution.

a@. The costs, including amortization by generally
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accepted accounting practice, of institutional services
involving the use of highly complex and specialized facili-
ties such as electronic computers, including the cost of
adapting computers for use, wind tunnels, and reactors are
allowable provided the charges therefor meet the conditions
of b. or c. below, and otherwise take into account any
items of income or Federal financing that qualify as
applicable credits under section C.5.

b. The costs of such institutional services
normally will be charged directly to applicable research
agreements based on actual usage or occupancy of the fa-
cilities on the basis of a schedule of rates that (1) is
designed to recover only aggregate costs of providing such
services over a long term agreed upon in advance by the
cognizant Federal agency on an individual basis., and (2)
is applied on a nondigcriminatory basis as between Or-
ganized research and other work of the institution, in-
cluding usage by the institution for internal purposes.
Commercial or accommodation sales of computer services
will be charged at not less than the above rates; however,
if the rates charged for these sexrvices are greater, the
total amount of charges above the scheduled rates when
significant may be considered in revising the schedule of
rates., Further, within the constraints of this paragraph,
it is not necessary that the rates charged for services be
equal to the cost of providing those services during any
one fiscal year.

c. In the absence of an acceptable arrangement
for direct costing as provided in b. above, the costs in-
curred for such institutional services may be assigned to
research agreements as indirect costs, provided the methods
used achieve substantially the samé results. Such arrange-
ments should be worked out in coordination with the cogni-
zant Federal agency in order to assure equitable distribution
of the indirect costs.

38. Special services costg. Costs incurred for gen-
eral public relations activities, catalogs, alumni activi-

- ties, and similar services, are unallowable.
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19, Staff benefits.

a. Staff benefits in the form of regular com-
pensation paid to employees during periods of authorized
absences from the job, such as for annual leave, sick leave,
military leave, and the like, are allowable provided such
cogts are absorbed by all institutional activities, in-
cluding organized research, in proportion to the relative
amount of time or effort actually devoted to each. (See
gection J.34. for treatinent of sabbatical leave.)

b. Staff benefits in the form of employer contri-
butions or expenses for social security, employee insurance,
workmen's compensation insurance, the pension plan (see
section J.23.), tuition or remigsion of tuition for indi~
vidual employees or their families (see section J.35.), and
the like, are allowable provided such benefits are granted
in accordance with established institutional policies,
and provided such contributions and other expenses, whether
treated as indirect cogsts or as an increment of direct labor
costs, are distributed to particular research agreements
~and other activities in a manner consistent with the pattern
of benefits accruing to the individuals or groups of em-
ployees whose salaries and wages are chargeable to such
research agreements and other activities.

40. Student activity costs. Costs incurred for intra-
mural activities, student publications, student clubs, and
other student activities, apply only to instruction and
therefore are not allocable to research agreements, either
as direct costs or indirect costs.

41. Student services costs. Costs of the deans of
students, administration of student affairs, registrar,
p%acement.offices, student advisers, student health and in-
f}rmary services, and such other activities as are identi-
fiable with student services apply only to instruction and
therefore are not allocable to research agreements, either
as direct costs or indirect costs. However, in the case
of students actually engaged in work under research agree-
ments, a proportion of student services costs measured by
the relationship between hours of work by students on such
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research work and total student hoursg including all re-
gearch time may be allowed as a.part of research admin-

istration expenses.

42, Taxes.

a. In general, taxes which the institution is
required to pay and which are paid or accrued in accordance
with generally accepted accounting principles, and pay-
ments made to local governments in lieu of taxes which are
commensurate with the local government services received
are allowable, except for (1) taxes from which exemptions
are available to the institution directly or which are
availabl= to the institution based on an exemption afforded
the Government and in the latter case when the sponsoring
agency makes available the necessary exemption certificates,
and (2) special assessments on land which represent capital

improvements.

b. Any refund of taxes, interest, or penalties,
and any payment to the' institution of interest thereon,
attributable to taxes, interest, or penalties which were
allowed as research agreement costs, will be credited or
paid to the Government in the manner directed by the Govern-
ment provided any interest actually paid or credited to an
institution incident to a refund of tax, interest and
penalty will be paid or credited to the Government only to
the extent that such interest accrued over the period during
which the institution had been reimbursed by the Government
for the taxes, interest, and penalties.

43. Transportation costs. Costs incurred for freight,
express, cartage, postage, and other transportation services
relating either to goods purchased, in process, or delivered,
are allowable. When such costs can readily be identified
with the items involved, they may be charged directly as
transportation costs or added to the cost of such items.

Where identification with the materials received cannot readily
be made, inbound transportation costs may be charged to the
approprlate indirect cost accounts if the institution follows

a consistent, equitable procedure in this respect. Outbound
freight, if- reimbursable under the terms of the research agree-
ment, should be treated as a direct cost. :
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44. Travel costs.

a. Travel costs are the expenses for transpor-
tation, lodging, subsistence, and related items incurred
by employees who are. in travel status on official business
of the institution. Such costs may be charged on an actual
basis, on a per diem or mileage basis in lieu of actual
costs incurred, or on a combination of the two, provided
the method used is applied to an entire trip and not to
selected days of the trip, and results in charges consistent
with those normally allowed by the institution in its regular
operations. ‘

b. Travel costs are allowable subject to c¢., 4., e.,
and f. below, when they are directly attributable to specific
work under a research agreement or are incurred in the
normal course of administration of the institution or a
department or research program thereof.

¢. The difference in cost between first-class
air accommodations and less than first-class air accommo-
dations is unallowable except when less than first-class
air accommodations are not reasonably available to meet
necessary mission requirements, such as where less than
first-class accommodations would (1) require circuitous
routing, (2) require travel during unreasonable hours, (3)
greatly increase the duration of the flight, (4) result in
additional costs which would offset the transportation
savings, or (5) offer accommodations which are not reason-
ably adequate for the medical needs of the traveler.

d. Costs of personnel movements of a special or mass
nature are allowable only when authorized or approved in
writing by the sponsoring agency or its authorized representative.

e. Foreign travel costs are allowable only when the
travel has received specific prior approval. Each separate
foreign trip must be specifically approved. For purposes
of this provision, foreign travel is defined as "any travel
outside of Canada and the United States and its territories
and possessions."

f. Expenditures for domestic travel may not exceed

$500, or 125 percent of the amount allotted for such travel by
the sponsoring agency, whichever is greater, except with approval.
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45. Termination costs applicable to researcn agreements.

a. Termination of research agreements generally
gives rise to the incurrence of cos“s or to the need for
special treatment of costs, which would not have arisen had
the agreement not been terminated. Items peculiar to ter-
mination are set forth below. They are to be used in con-
junction with all other provisions of this Circular in the
case of termination. :

b. The cost of common items of material rea-
sonably usable on the institution's other work will not be
allowable unless the institution submits evidence that it
could not retain such items at cost without sustaining a
loss. 1In deciding whether such items are reasonably
usable on other work of the institution, consideration
should be given to the institution's plans and orders for
current and scheduled work. Contemporaneous purchases
of common items by the institution will be regarded as evi-
dence that such items are reasonably usable on the insti-

~tution's other work. BAny acceptance of comnon items as

allowable to the terminated portion of the agreement should

"be limited to the extent that the quantities.of such items
on hand, in transit, and on order are in excess of the

reasonable quantitative requirements of other work.

c. If in a particular case, despite all rea-
sonable efforts by the institution, certain costs cannot
be discontinued immediately after.the effective date of
termination, such costs are generally allowable within the
limitations set forth in this Circular, except that any such
costs continuing after termination due to the negligent or
willful failure of the institution to discontinue such
costs will be considered unacceptable.

d. Loss of useful value of special tooling, and
special machinery and equipment is generally allowable,
provided (1) such special tooling, machinery, or equip-
ment is not reasonably capable c¢f use in the other work of
the institution; (2) the interest of the Government is
protected by transfer of title or by other means deemed
appropriate by the contracting officer or equivalent; and
(3) the loss of useful value as to any one terminated

,agreement is limited to that portion of the acquisition

cost which bears the same ratio to the total acquisition
cost as the terminated portion of the agreement bears to

41




the entire terminated agreement and other Government
agreementa for which the special tooling, special ma-
chinery, or equipment was acquired.

e. Rental costs under unexpired leases are
generally allowable where clearly shown to have been rea-
sonably necessary for the performance of the terminated
agreement, less the residual value of such leases, if
(1) the amount of such rental claimed does not exceed the
reasonable use value of the property leased for the period
of the agreement and such further period as may be rea-
sonable; and (2) the institution makes all reasonable
efforts to terminate, assign, settle, or otherwise reduce
the cost of such lease. There also may be included the
cost of alterations of such leased property, provided
such alterations were necessary for the performance of
the agreement, and of reasonable restoration required by
the provisions of the lease.

f. Settlement expenses including the following
are generally allowable: (1) accounting, legal, clerical,
and similar costs reasonably necessary for the preparation
and presentation to contracting officers or equivalent of
settlement claims and supporting data with respect to the
terminated portion of the agreement, and the termination
and settlement of subagreements; and (2) reasonable costs
for the storage, transportation, protection, and disposi-
tion of property provided by the Government or acquired or
produced by the institution for the agreement.

g. Claims under subagreements, including the
allocable portion of claims which are common to the agree-
ment and to other work of the institution, are generally
allowable. ‘

K. Certification of charges. To assure that expendi-

tures for research grants and contracts are proper and in
accordance with the research agreement documents and

approved project budgets, the annual and/or final fiscal
Feports or vouchers requesting payment under research
agreements will include a certification, signed by an author-

ized official of the university, which reads essentially as
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tollows: "I certify that all expenditures reported (or
payments requested) are for appropriate purposcs and in
accordance with the agreementa get forth in the applica-

tion and award documentsg."
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-PRINCIPLES FOR DETERMINING COSTS APPLICARLE TU TRAINING .AND
OTHER EDUCATIONAL SERVICES 'UNDER GRANTS AND CONTRACTS WITH
EDUCATIONAL INSTITUTIONS

A. Purpose. This Attachment extends the scope of FMC 73-8

to cover the determination of costs incurred by educational in-
stitutions under Federal grants and contracts for training and
other educational services.

B. Application. All Federal agencies will use FMC 73-8,
including this Attachment, as a basis for determin;ng allow-
able costs under grants and cost reimbursement type contracts
with educational institutions for work performed under
federally-supported educational service agreements.

C. Terminology. The following definitions are to be used
in determining the indirect cost of federally-sponsored
training and other educational services under this Attachment:

1. Educational service agreement means any grant or con-
tract under which Federal financing is provided on a cost
reimbursement basis for all or an agreed portion of the costs
incurred for training or other educational services. Typical
of the work covered by educational sexrvice agreements are
summer institutes, special training programs for selected par--
ticipants, professional or technical services to cooperating
countries, the development and introduction of new or ex-
panded courses, and similar instructional oriented under- '
takings, including special research training programs, that
are separately budgeted and accounted for by the institution.

The term does not extend to (a) grants or contracts
for organized research, (b) arrangements under which the
Federal financing is exclusively in the form of scholarships,
fellowships, traineeships,-or other fixed amounts such as
a cost of education allowance or the normal bublished tuition
rates and fees of an institution, or (c) construction, facil-

ity and exclusively general resource or institutional type

grants.

2. Instruction means all of the academic work other than
organized research carried on by an institution, including
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the teaching of graduate and undergraduate courses, depart-
mental research (see section B.2. of Attachment A) and all
special training or other instructional oriented projects
sponsored by the Federal Government or others under educa-
tional service agreements.

D. Student administration and sexvices. In addition to the
five major functional categories of indirect costs described
in section F of Attachment A, there is established an addi-
tional category under the title "Student administration and
services" to embrace the following:

1. The expenses in this category are those that have
been incurred for the adminigtration of student affairs and
for services to students, including expenses of such acti-
vities as deans of students, admissions, registrar, counsel-
ing and placement services, student advisers, student health
and infirmary services, catalogs, and commencements and
convocations. The salaries of members of the academic staff
whose academic appointments or assignments involve the per-
formance of such administrative or gervice work may also be

.included to the extent that the portion so charged is sup-

ported pursuant to section J.2. The student administration
and services category also includes the staff benefit and
pension plan costs applicable to the salaries and wages in-
cluded therein, an appropriate share of the cost of the opera-
tion and maintenance of the physical plant, and charges
representing use allowance or depreciation applicable to the
buildings and equipment utilized in the performance of the
functions included in this category. ‘

2. The expenses in this category are generally applica-
ble in their entirety to the instruction activity. They
should be allocated to applicable cost objectives within the
instruction activity, including educational service agree-
mentg, when such agreements reasonably benefit from these
expenses. Such expenses should be allocated on the basis of
population served (computed on the basis of full-time equiv-
alents including students, faculty, and others as appropriate)
or other methods which will result in an equitable distribu-
tion to cost objectives in relation to the benefits received
and be consistent with guides provided in section E.2. of
Attachment A. ' ‘ '
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E. Direct costs of educational service agreements. Direct

costs of work performed under educational service agree-
ments will be determined consistent with the principles set
forth in section D of Attachment A.

F. Indirect costs of the instruction activity. The indi-
rect costs of the instruction activity as a whole should
include its allocated share of administrative and supportive
costs determined in accordance with the principles set forth
in section D above and in section F of Attachment A. Such
costs may include other items of indirect cost incurred
solely for the instruction activity and not included in the
general allocation of the various categories of indirect
expenses. Costs incurred for the institutions by State and
local governments are allowable as provided for in section C.6.
of Attachment A.

G. Indirect costs appnlicable to educational service
agreements. The individual items of indirect costs applica-

ble to the instruction activity as a whole should be

assigned to (1) educational service agreements, and (2) all
other instructional work through use of appropriate cost
groupings, selected distribution bases, and other reasona-
ble methods as outlined in section E.2. of Attachment A. A
single indirect pool may be used for all educational service
agreements provided this results in a reasonably equitable dis-
tribution of costs among agreements in relation to indirect
support services provided. However, when the level of indi-
rect support significantly varies for work performed el:her
on campus or off campus under a particular agreement or group
of agreements, separate cost pools should be established con-

- 8istent with the principles set forth in section G.1l.b. of

Attachment A, Where direct charges are provided for under
educational service agreements for such things as commencement
fees, student fees, and tuition, the related indirect costs,
through separate cost groupings, should be excluded from the
indirect costs allocable to the service agreements.

H. Indirect cost rates for educational service agreements.

An indirect cost rate should be determined for the educational
service agreement pool or pools, as established under section G
above. The rate in each case should be stated as the percent-
age which the amount of the particular educational service
agreement pool is of the total direct salaries and wages of




all educational service agreements identified with such pool.
Indirect costs should be distributed to individual agreements
by applying the rate or rates established to direct nalaries
and wages for each agreement. When & fixed rate is negotiated
in advance of a fiscal year, the over- or under-recovery for
that year may be included as an adjustment to the indirect
cost for the next rate negotiation as in sections G.4. and
G.5. of Attachment A.

J. General standards for selected items of cost. The stand-
ards for selected items of cost as set forth in sections J.l.
through J.46. of Attachment A applicable to research agree-
ments will also be applied to educational service agreements
with the following modifications:

1. Commencement and convocation costs (J.5.). Expensges
incurred for convocations and commencements apply te the in-
struction activity as a whole. Such expenses are unallowable
as direct costs of educational service agreements unless spe-
cifically authorized in the agreement or approved in writing
by the sponsoring agency. For ellglblllty of allocation as
indirect costs, see section D. )

2. Compensation for personal services (J.7.). Charges
to educational service agreements for personal services will
‘normally be determined and supported consistent with the
provisions of section J.7. of Attachment A. However, the
provision for stipulated salary support will not be used for
educational service agreements. Also, charges may include
compensation in excess of the base salary of a faculty member
for the conduct of courses outside the normal duties of such
member provided that: (a) extra charges are determined at a
rate not greater than the basic salary rate of the member;

{b) salary payments for such work follow practices consigt-
ently applied within the institution; and (c) specific
authorization for such charges is included in the educational
service agreement. -

.3. Scholarships and student aid costs (J,35,). Expenses
incurred for scholarships and student aid are unallowable as
either direct costs or indirect costs of educational service
agreements, unless specifically authorized in the educational
service agreement or approved in wrltlng by the sponsoring
agency.
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4. Student activity costs (J.40.). Expenses incurred-

for student activities are unallowable as either direct costs
or indirect costs of educational service agreements, unless
specifically authorized in the educational service agreement
or approved in writing by the sponsoring agency.

5. Student services costs (J.41.). Expenses incurred
for student services are unallowable as direct costs of
educational service agreements unless specifically authorized
in the agreement or approved in writing by the sponsoring
agency. For eligibility of allocation as indirect costs, see

section D.
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Federal Management Circular 73-8
Attachment C

COST ACCOUNTING STANDARDS ISSUED BY THE COST
ACCOUNTING STANDARDS BOARD UNDER THE AUTHORITY
OF PUBLIC LAW 91-379 (50 U.S.C. APP. 2168)

This Attachment incorporates Subchapter G, parts 400,
401, and 402 of the Federal Register, Vol. 37, No. 40 =
Tuesday, February 29, 1972, as part of FMC 73-8.

These parts contain regulations promulgated by the
Cost Accounting Standards Board, which have the full
force and effect of law.







.2

Mechanical Mcasuring and Controlling
Instruments, ELrcept  Automatic
Temperalure Controls,

Automatic  Temperature  Countrols
Atttomatic  temperature  controls
activated by pressure, temperature,
level,- flow, tline, or humidity (in-
cluding pneumatic controlsy of the
type principally used ns cmponents
of alr conditloning, refrigerntinn,
and comfort heating, or as come
pohents of household appliances,
Excludes industrial electric controls
{Code 3620).

Optical Instruments and Lenses, Optl-
cal lenses and prisms, rnd optlcal In-
struments such as microscopes, tele-
scopes, fleld and opern glasses, and
opttcal measuring and testing In-
struments such os refrictometers,
spectrometers, spectroscopes, colori-
meters, polariscopes,

Surgical, Medical, and Dental Instru.
ments and Supplies.

Ophthalmic Goods.

Photographic Equipment and Supplies.
Photographic apparatus, equipment,
parts, attachments, and accessorles,
such ns still and motion plcture
cameras and projection apparatus;
photocopy and microfilm equipment;
blueprinting and diazatype (white
printing) appuratus and eqquupment;
and other photugraphle equipment;
and sensitized film, paper, cloth, and
plates, nnd prepared photographie
chemlicals for use therewith.

Watches, Clocks, Clockwork Operated
Deuices, and Parts Ercept Watch-
caves, Clocks (Ineluding eleetric)
watches, mechanisms for clockwork
operated devices, and clock and
watch parts,

3821

4022

34831

3840

3861
3861

3671

38, MISCELLANEOUS MANUFACTURERS

3900 Manufacture of products not classifled
in any other major manufacturing
groups, .e., from Code 1911 through
3871, Includes jewelry, silverwere,
muslcal Instruments, toys, sporting
and athletic goods and other miscel.
laneous manufactured products.

II.—CONSTRUCTION AND SERVICES

Code Description
18, BUILDING CONSTRUCTION—GENERAL CON-
TRACTORS

1600 Construction of resldential, farm, in-
dustrlal, commercial, public or other
buildings.

10 CONSTRUCTION OTHER THAN BUILDING CON-
BTRUCTION-—GENLRAL CONTRAUTORS

1800 Heavy construction, such as highways
and streets, bridges, sewers, railroads,
alrports, and other types of construc-
tion work, except buiidings,

17 CONSTRUCTION-—SPECIAL TRADE
CONTRACTORS

1700 B8pecialized construction activities,
such rs plumbing, painting, piaster.
Ing, carpentering, electrical, ete,

40, RAILROAD TRANSPORTATION

4000 Transportation by line-haul raliroad
ond certaln services alited to rall
transportation, such as sleeping and
dining car services, ratllway express,
and switching and terminal services.

42, MOTOR FREIGHT TRANSPORTATION AND

N WAREIIOUSING
4300 Local or long-distanco trucking, trans-

of form products, furniture and
otlier houschold goods, or come

mercial goods of any naturoe, Also
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fer, and draying services, or storage
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BULES AND REGULATIONS

Includes operation of terminal fucili-
tles for handling freight, with or
without maintenance facilities.

44, WATFR TRANSPORTATION

Marine Cargo Handling. —Services di.
rectly reluted to marine cergo han-
diug from the time cargo, for or
from a vessel, arrlves at shipside,
dock, pler, terminn), steging area, or
Intrensit area untll cargo loading or
unloading operations ere completed.
Includes the operation and main-
tenance of plers, dncks, and as-
sociated bulldings and facilities,

Water Transportation, Except Marine
Cargo Handling—Freight and pas-
senger transportation on the open
seas or {nland waters, and incldental
services such as lighterage, towing,
and canal operation. Also includes
excurslon boats, slghtseelng boats,
and water taxls.

4463

4400

43, TRANSPORTATION BY AIR

Airperts and Flying Fields—Operation
and malntenance of alrports and fly-
ing fields and/or the servicing, re-
palring (except on a factory basls),
and storing of atreraft at such alr-
ports. Excludes modlfication and
factory type overhuul of alrcraft
(Code 3721).

Transportation by Air, Except Airports
and Flying Fields. Domestlc and for-
eign transportation by alir and also
terminal services.

4582

4500

47. TRANGPORTATION SERVICES

Services Incidental to transportation,
such as forwarding, packing and
crating, and rental of reliroad cars,

48, COMMUNICATION

4800 Polnt-to-point communication service
whether by wire or rsdio, and
whether Intended tec be received
aurnlly or visually; and radlo broad-
casting and television. Services for
the exchange or recording of mes-
sages are also included.

73, MISCELLANEOUS BUSINESS SERVICES

Commercial Research and Development
Laboratories. Research and develop-
ment actlvitles on a fee or contract
hasis, Research and development
laboratorles of companies which
manufacture the products developed
from their research activities are
classifled as auxilisry to the manu-
tacturlng establishments served,

7302 Business, Management, Administra-
tive and Consulting Services. Busi-
ness and management admninistra-
tive and consulting services, such as
business analyzing business re-
search, effclency experts, fashion
deslgning and consulting, industrial
management, market research, per
sonnel management, public reln-
tlons counseclors, sales cngineers,
statistical services, tax consultation,
and traffic consultants,

7394 Equipment Rental and Leasing Serv-
ices. Includes electronle equipmont
rental,

7300 Other miscellaneous business servicos,

such ns advertising, malling, steno-

graphle, employment ngency. com-
merclal  testing and protecttve
sarvices,

7381

80, MEDICAL AND OTHER HZALTH BERVICEKS

8000 Medical, surgical, and other health
sorvice to peraons. '
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ez,

Colleges, Unwversities, and Professional
Schools, Tultlon fees at colleges, uni-
versities, and professional schools
granting acndemlc degrees and re-
qulring for admisston at least a high
school diplomu or equivalent general
acudemie training.

Other Educational Services, Excludes
services involving enlleges, unlversi-
ties, and professional schools and
also excludaes regearch and develop-
ment activities of such Institutions
(Code 8821},

A%, MISCELLANEOUS SERVICES

Engincering and Architectural Serv-
ices. Services of a professional nature
In the fields of enginecering and
architecture,

Nonprofit Eduvcetional and Scientifle
Rescareit Agencies. Research at none
profit establishments including edu-
catlonal institutions,

Other Miscellaneous Services,

EDUCATIONAL SERVICES
82

8200

4911

6031

SUBCHAPTER G~—COST ACCOUNTING
STANDARDS

PART 400—DEFINITIONS
See.

4001 Definitions.
400.2 Elfective date |Reserved|

AutHoriTy; The provislons of Lhls Part
400 are issued under 84 Stat. 7988, sec. 103;
50 U.8.C. App. 2168,

§ 460.1 Definitions.

fa) This part deflnes various terms
used in standards promulgated by the
Cost Accounting Standards Board, Un-
less the text of a particular standard.
demands a different definition or the def-
inition s expressly modified for a partic-
ular standard, terms defined herein
whenever used in any standard shall have
the meanings ascribed to them in this
part. For convenlence, the definitions of
terms which are prominent in an indi-
vidual standard are reprinted in that
standard. The selection or non-selection
of a particular definition to be reprinted
in an individual standard, however, does
not affect the applicability of all defl-
nitions in this part to that standard.

. Accumulating Costs. The collecting of
cost data in an organized manner, such
as through a system of accounts.

Actual Costs. Amounts determined on
the basis of costs Incurred ns distin-
guished from forecasted costs. Includes
standard costs properly adjusted for ap-
plicable variances.

Allocate. To assign an item of cost, or
a group of items of cost, to one or more
cost objectives, This term includes both
direct assignment of cost and the re-
assignment of a share from en indirect
cost nool.

Cost Objective. A function, organiza-
tional subdivision, contract or other work
unit for which cost data nre desired
and for which provision is made to ac-
cumulnte and measure the cost of proc-
esses, products, jobs, capltalized projects,
ete,

Direct Cost. Any cost which is identi-
fied specifically with a particular final
cost objective, Direct costs are not lim-
fted to items which are incorporated in
the end product as material or labor,

29, 1972
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Co-ts wdentifled specifically with a con-
tract are direct costs of that contract.
All costs identafied specifienlly with other
final cost objectives of the contructor
are direct costs of those cost objectives.
" ORstimating Costy. 'The process of fore-
easting o future result an terms of cost,
bhased wpon Informution avallable at the
time,

Final Cost Objective, A cost objective
which has allecuted to it both direct
and Indirect costs, and, in the contrae-
tor's accumuluation system. is one of the
final accumulntion points.

Jndireel Cost, Any cost not duectly
wdentified with o single final cost objec-
tive, hut identified with two or more final
cost objectives or with at least one in-
termedinte cost objective.

Indireel Cost Pools, Groupings of in-
curred costs identified with two or more
¢ost objectives but not identified spe-
vifically with any final cost objective.

Pricing. 'The process of establishing the
amount or amounts to be paid in return
for goods or services,

Proposal, Any offer or other submis-
sion used as a basis for pricing a con-
tract, contract modification or terinina-
tion seltlement or for securing payments
thereunder,

Reporting Costs. Provision of cost in-
formation to others. The reporting of
costs involves selecting relevant cost data
and presenting it in an intelligible man-
ner for use hy the recipient.

§.100.2 Effective date [Reserved ]

PART 401—COST ACCOUNTING
STANDARD—COMSISTENCY IN ES-
TIMATING, ACCUMULATIMG AMD
REPORTING COSTS

Sec.

401,10
40120
401,30
401 .40
401.50
401.80

General applicabllity,
Purpaase,

Definitions,

Fundamental requirement.
Techniques for application,
Iivstrations,

401.70 Exemptions,

401.80 Effcctive date,

AuTHorrry: The provisions of this Part 401

are Issued under 84 Stat, 796, sec, 103; 60
U.8.C. App. 2168,
§ 401.10 General applicability,

This stalidard shali be used by defense
contractors and subcontractors under
Federal contracts entered into after the
effective date hereof and by all relevant
Federal agencies in estimating, accumu-
lating, and reporting costs in connection
with the pricing, administration and set-
tlement of all negotiated prime contract
and subcontract national defense pro-
curements with the Unlted States In ex-
cess of $100,000, other than contracts or
subcontracts where the price negotiated
Is based on: (a) Established catalog or
market prices of commercial items sold

RULES AND REGULATIONS

in substantial quantities to the peneral
public, or tb) prices set by law ot
regulation, .

§ 10120 Purpose,

The purpose of this Cost Accounting
Standard {s to insure that each con-
tructor's practices used in estimating
costs for i proposal ave cons tent with
cost accountimg practices used by him in
aceumulating vnd reporting costs. Con-
sistency in the application of cost ac-
counting prarctices is necessary to en-
hance the likelthood that comparuble
transactions are treated alike, With re-
spect to individual contracts, the consist-
ent application of cost accounting prac-
tices will facilitate the preparation of
relinble cost estimates used in pricing a
proposal and their comparison with the
costs of peiformance of the resultine
contract. Such comparisons novide one
important basis for financial control
over costs during contract performance
and aid in establishing accountanlity
for costs in the manner agreed to by both
parties at the time of contracting,
The comparisons also provide an im-
proved basis for evaluating estimating
capabilities.

§ 401.30

(a) The following definitions of terms
which are prominent in this standard are
reprinted from Part 400 of this chapter
for convenience. Other terms which are
used in this standard and are defined in
Part 400 of this chapter have the mean-
ings ascribed to them in that part unless
the text demands a different definition or
the definition Is modified in subpara-
graph (b) of this paragraph.

(1) Accumulating Costs. The collect~
ing of cost data in an organized manner,
such as through a systein of accounts.

(2) Actual Cost. Amounts determined
on the basis of costs incurred as distin-
guished from forecasted costs. Includes
standard costs properly adjusted for ap-
plicable variances,

(3) Estimating Costs. The process of
forecasting a future result in terms of
cost, based upon information available
at the time.

(4) Indirect Cost Pools. Groupings of
incurred costs identified with two or
more cost objectives but not identified
specifically with any finga) cost chjsctives,

(5) Pricing, The process of establish-
ing the amount or amounts to be pald
in return for goods or services,

(8) Proposal. Any offer or other sub-
mission used as a basis for pricing a con-
tract, contract modification or termina-
tion settiement or for securing payments
thereunder.

(1) Reporting Costs. Provision of cost
information to others.

The reporting of costs involves selecting
relevant cost data and presenting it in

Definitions,

an antelligible manner
recipient,

tby Ty e following modifications of
defimitions sel forth in Part 400 of this
chapter are upplicable to this standard:
None.

§ 010

ta)r A contractor's practices used
estimating costs in pricing o proposal

for use by the
i

Fundamentul requirement.

Sshall be eonstsient with his cost account-

ik practices used in accumulating and
reporting costs.

th) A contractor's cost accounting
practices used in accumulating and re-
porting actual costs for a contract shall
be consistent with his practices used in
estimating costs in pricing the related
proposal.

1) The grouping of homogencous
costs in estimates prepared for proposal
purposes shatl not per se be deemed an
meonsistent application of cost account-
ing practices under paragraphs taj) and
th) of this section when such costs are
accumulated and reported in greater de-
tail on an actual cost basis during con-
tract performance.

§ 101.50 * Techniques for application,

ta) The standard allows grouping of
homogeneous costs in order to cover
those cases where It is not practicable to
ostimate contract costs by individual
cost element or function. However, costs
estimated for proposal purposes shall be
presented in such a menner and in such
detail that any significant cost canh be
compared with the actual cost accumu-~
lated and reported therefor. In any event
the cost accounting practices used in
estimating costs in pricing a proposal
and in accumulating and reporting costs
on the resulting contract shall be con-
sistent with respect to: (1) The classi-
lication of elements or functions of cost
as direct or indirect; (21 the indirect cost
pools to which each element or function
of cost is charged or proposed to be
charged; and t3) the methods of allocat-
ing indirect costs to the contract.

(by Adherence to the requirement of
§ 401.40(a) of this standard shall be de-
termined as of the date of award of the
contract, unless the contractor has sub-
mitted cost or pricing data pursuant to
Pubilc Law 87-853, In which case ad-
herence to the requirement of § 401.40(a)
shall be determined as of the date of
final agreement on price, as shown on
the signed certificate of current cost or
pricing data, Notwithstanding § 401.40
{b), changes in established cost account-
ing practices during contract perform-
ance may be mnde when authorized by
standards, rules, and regulations issued
by the Cost Accounting Standards

Boaxd.
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§ 101.60

APPENDIX 2

RULES AND REGULATIONS

tay The following exemples are illustrative of applications of cost accounting
practices which are deemed to be consaistent. ’

Praclices used in estimating coats for
proposals
1 Contractor cstimatea an average direct
fabur rate for manufacturing direct tabor
by labor category or function,

2. Contractor estimates an average cost for
minor standard hardware ltema, inciuding
nute, boits, waohers, ete, '

3 Contractor uses nn estimated rate for
menufacturing overhead to be applied to
an estimated direct labor base, He identifies
the items Included In his estimate of
manufacturing overhead and provides
supporting data for the estimated direct
fabor base,

Practices used in accumulating and reporting

cos1s of contract performance

1. Contractor records manufarturing direct
labor based on actusl cost «ur esch indl-
vidual and collects such costs by labor
category or function.

. Contractor records actual cost for minor

standard hardwere jtems based upon in-

volces or matsrial transfer slips.

3. Contractor accounts for manufacturing
overhead by individual items of cost which
ere accumulated tn a cost pool allocated
to final rost objectives on & direct labor

. base,

»

(by The following examples are illustrative of application of cost accounting
practices which are deemed not to be consistent,

Practices used for extamuting casts for
proposals

4 contractor astitnntes a Lotal dollar amount
for englneering Inbor which includes dis«
purate and signillcant clements or func-
tluns of engineering lubor. Contractor does
not provide supporting dats recoucillng
this amount to the estimutes for the same
engincering labor cost functions for which
ho wlll separately account In contract
performance, |

5. Contractor estimates engineering labar by
codt function, lLe., drafting, production
engineering, etc,

8. Contractor estimates =» single dollar
amount for machining cost to cover labor,
material and overhead,

§ 401.70 Exemptions.
None for this standard.

. § 401.80 Fffertive date [FReserved]

Practices used in accumulating and :cporting
casts of conlract performance
4. Contractor accounts for engincering labur
by cost functlon, te., drafting, designing,
production engineering, cte.

5. Contractor accumulates tutni engineering
labor In one nndifferentiated account.

6. Countractor records scparately the actual
cost of machining labor and material as
direet costs, and fagtory overhozd Aas
Indirect coats.

PART 402—COST ACCOUNTING
STANDARD—CONSISTENCY IN AlL-
LOCAYING COSTS INCURRED FOR
THE SAME PURPOSE

Seo

402.10
402,20
402 30
4032 40
401 60
402 80

Geueral applicabiiity,
Purpose

Definttions,

Fundnmental requirement.
‘Techniques tor application,
IMugytrations,

402,70 Exemptlons.

402.80 Eftective date.

AutHoriTy: The provisions of this Part
403 sre issued under 84 Stat. 796, sec 103; 60
U.B.C. App. 2168,

§ 402,10 Gencral applicability.

This standard shall 'be used by defense
contractors and subcontractors under
Federal contracts entered into after the
effective date hereof, and by all relevant
Federnl agencies in estimating, accumu-
lating and reporting costs in connection
with the pricing, administration, and set-
tlement of all negotiated prime contract
and subcontract national defense pro-
curements with the Unlted States in ex-
cess of $100,000, other than contracts ot
subcontracts where the price negotiated
is based on (a) established catalog or
market prices of commercial items sold
In substantial quantitles to the general
public, or (b) prices set by law or
regulation.

§ 402,20 Purpose.

The purpose of this standard is to re-
quire that each type of cost is allocated
only once and on only one basis to any
contract or other cost objective. The cri-
terin for determining the allocstion of
costs to a product, contract, or other
cost objective should be the same for all
similar objectives. Adherence to these
cost accounting cnncepts {s neceasary to
guard against the overcharging of some
cost objectives and to prevent double
counting. Double counting occurs most
commonly when cost items are allocated
directly to a cost objective without elimi-
nating like cost items from indirect cost
pools which are allocated to that cost
objective,

§ 402.30 Definitione.

(a) The following definitions of terms
which are prominent in this standard
are reprinted from Part 400 of this chap-
ter for convenience, Other terms which
are uzed In this standard and are de-
fined in Part 400 of this chapter have
the meanings ascribed to them in that
part urless the text demands a differ-
ent definition or the definition is modi-
fled in paragraph (b) of this section,

(1) Allocate, 'To mssign an item of cost,
or a group of {tems of cost, to one or
more cost objectives. This term includes
both direct assignment of cost and the

nis

reassipnment of « share from an indirect
cust poul, '

+21 Cost Objcctive, A function, orga-
nizational subdivision, contract or other
work unil for which cosi data are de-
sired and for which provision s made to
accumulate and measure the costs ot
processes, products, Jobs, capitalized
projects, etc,

(3) Direct Cost. Any cost which is
identified specifically with a particular
finu! cost ubjertive, Direct cnsta are not
Hmited to {tems which are incorporated
fn the end product as material or labor,
Costs identified specifically with a con-
tract are direct costs of that contract,
All costs Identifled specifically with other
final cost objectives of the contractor are
direct costs of those cost ohjectives,

{4) Final Cost Obijective, A cost ob-
jeclive which has allocated to it both di-
rect und Indirect costs, and, in the
contractor's accumulation system, Is one
of the final accumulation points,

i15v Indirect Cost. Any rost not di-
rectly identified with a ringle final cost
abjective, but identified with two or
more final cost objectives or with at

- least one intermediate cost ohjective.

(6) Indirect Cost Pools, Groupings
of incurred costs identified with two or
more cost objectives but not identified
specifically with any final cost objective,

{h1 The following modifications of
definitions set forth in Part 400 of this
chapter are applicable to this standard:
None,

§ 402.40 Fundamental Reguirement.

All costs incurred for the same pur-
pose, in like circumstances, are elther
direct costs only or indirect costs only
with respect to final cost objectives, No
final cost objective shall have allocated
to it as an indirect cost any cost, if
other costs incurred for the same pur-
pose, in like circumstances, have bheen
included as a direct cost of. that or any
other Mnal cost objective Further, no
final cost objective shall have allocated
to it as & direct cost any cost, if other
casts incurred for the same purpose, in
like circumretences, have been included
{n any Indirect cost pool to be allocated
to that or any other final cost objective.

§ 402.50 Technlgues for npplication.

(a) The Fundamental Requirement is
stated in terms of cost incurred and is
equally applicable to estimates of costs
to be incurred as used in contract
proposals,

(b) The Disclosure Statement to be
submitted by the contractor will require
that he set forth his cost accounting
practices with regard to the distinction
between direct and indirect costs, In ad-
dition, for those types of. cost which are
sometlimes sccounted for as direct and
sometimes accounted for as indirect, the
contractor will set forth in his Disclosure
Statement the specific criterle and cir-
cumstances for making such distinctions.
In essence, the Disclosure Statement sub-
mitted by the contractor, by distinguish-
ing between dlrect and (ndirect costs, and
by describing the criterin and clrcum-
starices for allocating those items which
are sometimes dircct and sometimes in-
direct, will be determinative as to
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whether or not costs Jare inearied for the
same purpose. Disclosure Statement as
used herein refers to the statement re-
quired to be submitted by contractors
as & coadition of contracting as set forth
in Part 351 of this chapter.

t¢) In the event that a contractor has
ot submitted & Disclosure Statement the
determination of whether specific costs
are directly allocable to coutracts shall
bLe based upon the contractor's cost ac-
counting praclices used at the time of
contract proposal,

1) Whenever costs which serve the
same purpose cannot ecquitably be in-
direclly aliocated to one or more final
cost objectives in necordance with the
contractor's disclosed accounling prac-
tives, Lthe contractor may either: t1) Use
4 method for reassigning all suely costs
whirh would provide an ecquilable dis-
tributlon to all final cost objectives, or
e diveetly assign all such costs to final
rost objectives with which they are spe-
eitteally dentified. In the event the cim-
teactor decides v make a change for
elther purpose the Disclosure Statement
shull oe wnended to reflect the revised
acenunting practices involved,

1e) Any direct cost of minor dollar
amount may be treated as an indirect
cost for reasons of practicality where the
accounting treatment for such cost is
consistently applied to all final cost ob-
Jectives, provided thal such treatment
produces results which are substantially
the same as the results which would have
been obtained if such cost had been
treated as a direct cost.

§ 402.60 Ilustrations,

() DNlustrations of costs which are in-
curred for the same purpose:

(1) Contractor normally allocates all
travel 835 an Indirect cost and previously

RULES AND REGULATIONS

deatosed this accounting practice th the
Government. For purposes of 8 new pro-
posit], contractor intends Lo allocate the
travel costs ot personnel whose time 18
acenunted tor as divect labor direclly o
the coutract, Since travel costs of per-
sonnel whose time is accounted for as
direct labor working on other contracts
are costs which ave incurred {¢. the same
purpuse, these costs may 1o longer be in-
cluded within indivent cost pools for pur-
poses of allocution to any covered
Government contract. Contractor's Dis-
closure Statement must be amended for

the propnsed changes i accounting
practices,
12) Contractor normally allocates

planning costs imdireetly and allocates
this cost to all rcontracts on the basis
of direct labor. A proposid tor a new
contract  requires  a  disproportionate
amount. of planningg costs The contractor
prefers to continte to alloeate planting
vosts Indirectly. In ovder to equitably
alocate the total planning costs, the
contractor oy use a2 method lor allo-
st all sueh conts which would provide
an equitible distribution to all final cost
objectives For example, e may use the
number of planmng documents proc-
essrd rather than his furmer allocation
base of dircct labor, Contractor's Dis-
closure Statement mutt be amended
for the proposed chanpes in accounting
practices,

(b) Illustrations of costs which are
not incurred for, the same purpose:

+1) Contractor mnormally allocates
special tooling costs directly to contracts.
The costs of general purpose tooling are
normally included in the indirect cost
pool which is allocated to cantracts, Both
of these accounting practices were pre-
viously disclosed to the Government,

Sinee both types of costs involved were
not incurred for the same purpose in .
accordance with the criteria set forth in
the contractor’s Disclosure Statement,
the alloeation of general purpose tooling
costs from the indirect cost pool to the
contract, in addition to the directly
allocated special tooling costs 1s nol con-
sidered a violation of the standard.

t2) Contractor proposes to perform a
contract which will require three fire-
men on 24-hour duty at a fixed-post
Lo provide protection against damage to
highly inflammeble materials used on
the contract. Contractor presently has a
tire fighting force of 10 employees for
general protection of the plant, Con-
tractor'’s costs for these latter firemen
are treated as indirect costs and allocated
to all contracts: however, he wants to
allocate the three fixed-post firemen
dircetly to the particular conlract re-
quiring them and also allacate n portion
of the cost of the general firefghting
toree to the same contract. He may do so
but only on condition that his dlsclosed
practices indicate that the costs of the
weparate classes of fireten serve differ-
it purposes and that it is his practice
to allocate the general firefighting force
indirectly and to allocate fixed-post fire-
men directly.

§ 162.70  Exemption.
None for this standard.
§ 102,80 Effcctive dute 1 Reserved]

Eflective date. Unless a different date
is established in connection with a spe-
cific part or section, the regulations pro-
mulgated herein shall be effective July 1,
1972,

ARTHUR BCHOENHAUT,
Ezxecutive Secretary.

| FR Do¢.72-3001 Filed 2-28-72:8:54 am|
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APPENSTX 3

September 13, 1974 Irederal Managemenl Circular 74~7
Atlachment N

PROPERTY MANAGEMENT STANDARDS

1. This attachment prescribes uniform standards governing the
utilization and dispeosition of property furnished by the Federal
Government or acquired in whole or in part with Pederal funds by
State and local governments. Federal grantor agencies shall
require State and local governments to observe these standards
undexr grants £from the Federal Government and shall not impose
additional requirements unless specifically required by Federal
Jaw. The grantees shall be authorized to use their own property
management standards and procedures as long as the provisions of
this attachment are included.

2. The following definitions apply for the purpose of this
attachment:

a. Real property. Real property means land, land improve-
ments, structures and appurtenances thereto, excluding movable
machinery and equipment.

b. Persconal property. Personal property means property of
any kind except real property. It may be tangible -- having
physical existence, or intangible -- having no physical’
existence, such as patents, inventions, and copyrights.

c. Nonexpendable pexrsonal property. Nonexpendable pexrsonal
property means tangible personal property having a useful life of
more than one year and an acquigition cost of $300 or more per
unit. A grantee may use its own definition of nonexpendable
pexrsonal property provided that such definition would at least
include all tangible personal property as defined above. ‘

d. Expendable personal property. Expendable personal prop-
exty refers +to all tangible personal property other than nonex-
pendable property. -

e. Excess property. Excess property means property underxr
the control of any Federal agency which, as determined by the
head thereof, is no longer required for its needs.
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3. Each Federal grantor agency shall prescribe requirements for
grantees concerning the use of real property funded paxtly or
wholly by the Federal Government. Unless otherwise provided by
statute, such requirements, as a minimum, 'shall contain the
following:

a. The grantee shall use the real property for the author-
ized purpose of the original grant as long as needed.

b. The grantee shall obtailn approval by the grantor agency
for the use of +the real property in other projects when the
grantee determines that the property is no longer needed for the
original grant purposes. Use in other projects shall be limited
to those under other Federal grant programs, or programs that
have purposes consistent with those authorized for support by the
© grantor. ‘

c. When the real property is no longer needed as provided in
a. and b., above, the grantee shall return all xeal property fur-
nished or purchased wholly with Federal grant funds to the con-
trol of the Federal grantor agency. In the case of property
purchased in part with Federal grant funds, the grantee may be
permitted to take title to the Federal interest therein upon
compensating the Federal Government for its fair share of the
property. The Federal share of the property shall be the amount
computed by applying the percentage of the Federal participation
in the total cost of the grant program for which the propexty was
acquired to the current fair market value of the property.

0; Standards and procedures governing ownership, use, and dispo-
sition of nonexpendable personal property furnished by the
Federal Government or acquired with Federal funds are set forth
below:

a. Nonexpendable persconal property acquired with Federal

funds. When nonexpendable personal property is acquired by a-

grantee wholly or in part with Federal funds, title will not be
taken by the Federal Government except as provided in paragraph
4a(4), but shall be vested in the grantee subject to the
following restrictions on use and disposition of the property:

(1) The grantee shall retain the property.acquired with
Federal funds in the grant program as long as there is a need for
the property to accomplish the purpose of the grant program
whether ox not the program continues to be supported by Federal
funds. When there is no longer a need for the property to
accomplish the purpose of the grant program, the grantee shall
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use the property in connection with other Federal grants it has
received in the following order of priority:

(a) Other grants of tl.e same Federal grantor agency
needing the property.

(b) Granits of other Federal agencies needing the
property. .

(2) When the grantee no longer has need for the property
in any of its Federal grant programs, the property may be used
for its own official activities in accordance with the following
standards:

(a) Nonexpendable property with an acquisition cost
of less than $500 and used four years or moxe. The grantee may
use the property for its own official activities without reim-
bursement to the Federal Government or sell the property and re-
tain the proceeds.

(b) All other nonexpendable propexty. The grantee
may retain the property for its own use provided that a fair com-
pensation is made to the original grantor agency for the latter's
.share of the property. The amount of compensation shall be
computed by applying the percentage of Federal participation in
the grant program to the current fair market value of the
property.

. (3) If the grantee has no need for the property,
disposition of the property shall be made as follows:

{(a) Nonexpendable property with an acquisition cost
of $1,000 or less. Except for that property which meets the cri-
teria of (2) (@) above, the grantee shall sell the property and
reimburse the Federal grantor agency an amount which is computed
in accordance with (iii) below.

(b) Nonexpendable property with an acquisition cost
of over $1,000. The grantee shall request disposition instruc-
tions from the grantox agency. The Federal agency shall
determine whether the property can be used to meet the agency's
requirement. If no requirement exists within that agency, the
availability of the property shall be reported to the General
Services Administration (GSA) by the Federal agency to determine
whether a requirement for the property exists in other Federal
agencies. The Federal grantor agency shall issue instructions to
the grantee within 120 days and the following procedures shall
govern:
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, (1) If the grantee is instructed to ship the
property elsewhere, the grantee shall be reimbursed by the
benefiting Federal agency with an amount which 1s computed by
applying the percentage of the grantee®s participation in the
grant program to the current fair market value of the property,
plus any shipping or interim storage costs incurred.

. (iiy If the grantee is instructed to otherwise
~ dispose of the property, he shall be reimbursed by the Federal
grantor agency for such costs incurred in its disposition.

(11i) If disposition instructions are not is-
sued within 120 days after reporting, the grantee shall sell the
property and reimburse the Federal grantor agency an amount which
is computed by applying the percentage of Federal . participation
in the grant program to the sales pxoceeds. Further, the grantee
shall be permitted to retain $100 or 10 percent of the proceeds,
whichever is greater, for the grantee's selling and handling
expenses.

(4) Where the grantor agency determines that property
with an acguisition cost of $1,000 or more and financed solely
with Federal funds is unique, difficult, or costly to replace, it
may reserve title to such property, subject to the following
provisions:

(a} The property shall be appropriately identified
in the gi-nt agreement or otherwise made known to the grantee.

(b) The grantor agency shall issue disposition in-
structions within 120 days after the completion of the need for
the property under the Federal grant for which it was acquired.
If the grantor. agency fails to issue disposition instructions
within 120 days, the grantee shall apply the standards of Hda(l}.
4a (2) (b) , and 4a(3) (b).

b. Fedexally-owned nonexpendable personal property. Unless
statutory authority to +transfer <title has been granted to an
agency, title to Federally-owned property (property to which the
Federal Government retains title including excess properiy made
available by the Federal grantor agencies to grantees) remains
vested by law in the Federal Government. Upon termination of the
grant ox need for the property, such property shall be reported
to the grantor agency for further agency utilization or, if
appropriate, for reporting to the General Services Administration
for other Federal agency utilization. Appropriate disposition
instructions will be issued to the grantee after completion of
Federal agency review.
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J. The grantees! property management standards for nonexpendable
personal property shall also include the following procedural
requirements:

a. Property records shall be maintained accurately and pro-
vide for: a description of the property; manufacturer's serial
number or other identification number; acquisition date and cost;
source of the property; percentage of Federal funds used in the
purchase of property; location, use, and condition of the
property; and ultimate disposition data including sales price or
the method used to determine current fair market value if the
grantee ' reimburses the grantor agency for its share.

b. A physical inventory of property shall be taken and the
results reconciled with the property records at least once every
two years to verify the existence, current utilization, and con-
tinued need for the property.

c. A control system shall be in effect to insure adequate
safeguards to prevent 1loss, damage, or theft to the property.
Any loss, damage, or theft of nonexpendable property shall be in-
vestigated and fully documented.

d. Adequate maintenance procedures shall be implemented to
keep the property in good condition.

e. Proper sales procedures shall be established for unneeded
property which would provide for competition to the extent prac-

_ticable and result in the highest possible retumn.

=y

6. When the total inventory value of any unused expendable per-
sonal property exceeds $500 at the expiration of need for any
Federal grant purposes, the grantee may retain the property or
sell the property as 1long as he compensates the Federal
Government for its share in the cost. The amount of compensation
shall be computed in accordance with 4a(2) (b).

7. specific standards for control of intangible property are
provided as follows: 4

a. If any program produces patentable items, patent rights.
processes, or inventions, in the course of work aided by a Federal
grant, such fact shall be promptly and fully reported to the grantor
agency. Unless there is prior agreement between the grantee and
grantor on aisposition ot such items, the grantox agency shall deter-

mine whether protection on such invention or discovery shall be sought
and how the rights in the invention or discovery--including rights
under any patent issued thereon--shall be allocated and admlnlstered
'in order to protect the public interest consistent with
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®Government Patent Policy® (President?'s Memorandum for Headé of
Executive Departments and Agencles, August 23, 1871, and
Statement of Government Patent Policy as printed in 36 F.R.
16889) .

b. Where the grant results in a book or other copyrightable
~material, the author or grantee is free to copyright the work,
but the Federal grantor agency reserves a royalty-iree, nonexclu-
sive and irrevocable license to reproduce, publish, or otherwise
use, and to authorize others to use the work for Government

purposes.
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APPFINTX 4
U.S. DEPARTH.EMT OF JUSTICE

NATIONAL 1NSTITUTE OF CORRLECTIONS
290 FIRST STREET, N. W., WASHINGTOX, D. C. 20534

H-3 Report

1. Federol A 3
REQUEST FOR ADVYANCE El-.:'.:; ;"\;1 ;.v;f:"::v:‘:o;'ﬂ;-“”" 2 :‘:é-uﬂ Geant Ho, o1 Other 1danttlying
LS. u N .
OR REIMBURSEMENT HATIORAL IESTITUTE OF COiA

3 Uype of Poyrrent Fozionten 4. basie of Report 3. Pertis]l Poyment Requast Ne,

- D Advonce L D Fingl D Cash

D Rermbur gement D Perniel D Accrved Expenditures
6 [moloyer Idestificatien Mo, 7 Grentas Account Mo, ot Identtiying { 8. Peried Co:n-d {Month, D2y, Yeor)
He. FROU 10

9. Homa ol Gianien Diganiianon 10. Home ¢ Poyes {II ciflsront thon (tem 9)

AMEQT MO anl mant BIRELT ¥O. AMD Rawa

IEIK] vraie e coot ity 30 N Ti% €obC

11, COMPUTATION CF 2MOUNT RIQUESTCD

PROGRAHS — FUNCTIONS — ACTIVITIES
t} {2 {3 TOTAL

2. Tolal propram wilisys lodateas of 18 s $ $
b. Less  Cumulath - program mcome . ... ovvan.s
¢, Het piogram eullays {Line a minus Line by ... ..
d Estimated net catt, outlays lor advance petiod. .. . .
e TotalolLimescedd. . ....ovooienanss .
1. Hon.Federal shate of amaunt a Linee .. ...euns
g. Feucral share of anovat on Likee , .. .vvevuns )
h. Federal pyyments previously requested .. ..., .. T
1. Fededal shate now requesizd (Line g minus Line h}
1. Monthly advance reguiements:

A dstmpath- v oee s aee s eecns Ceeess

() ndmonth, .. ... ...

(3 3dmonth. ..o i i
12, REMARKS {Attach edditionol shesis if neconsery) N \

13 L certify that te the baet of my hnowledpe end boliol the dute tepartod obove is corect end thet all cutieys wern mede in '} wilh grent &inl
end thot peyment 14 due end hai nct been previously requested.
Howe Title YELEPHONE
Asve Code Humber lEn,

Sugnature of Autherized Olficisl Date Report 1 Subvalitad

+

Batch Ho. FOR AGENCY USE ONLY

Dale Processed .

Inilials




{INSTRUCTIONS FO‘-\ FRZPARING THE
REQUEST FOR ADVANCE OR REIMBURSENMENT

ATPENDIX 4

Hera 2 = Enler the Federal grant number.

Hera 2 - ludicate with an "X wiinthar the type of pav
ment requested s

3. Ar .-dvanri-, rennborsimantg, or both
b Finalor pistal

feewre 4 - Indicate with an X" whether the report is pre.
pactd an o cadi o seerued expengituce bans All requests
which are for adrances only shall be preparad on a cash
basy )

hem & - Enler e poyment reguest rumbar for this request.
raqucst

ttern € — inter “the employer identification number as.
signio by the U, S, Internal flevenure Service.

liew 7 - Enter “NLA™ for nol applicable.

frem 8 - Enter the month, day, and year for the beginning
00 ending of 1he period covered in this request. It the
weaucst is for an advance o tor both an advance and reim-.
puriement, show the month that the advance will cover If
tha requost 1s ror o raimtursement, show the poriod f{or
whach the seimbureament is requested.

tiemt 9 ~ Enter the name and complete maiting address,

including ZIP Coce for the

lieen 10 - Enter the name and complcte mailing address,
nsluding £IP Crde of the peyee if it is different then the
grentee orgznisetion shown in ftem 9,

Itsin 11 - COMPUTATION OF AMOUNT REQUESTED.

Only the "Tolal" columa should be used. Vertical columns
{1) through (3) ase not agplicabie

Lino 8 - On the stub enter the month, day, and year of
tha ending of the 2acounting period to which this amaunt
spplies. Enter prograrm outlays o daie in the eppropriate
columns. For rerorts which are prepared on a cash basis,
outlays are the sur ol actual cath disbursements for
goods end services, the amount of indiract exponses
ehoarged, the value of in kind contzibutions applied, and
the zmaunt af cach advanees a3nd pa *nents made to sub
contractars and subyrantees For sepoits prepared on an
arcrved expenditure baws, outlays are the sum of the
actual cash disbursoaents, the amount of inditect ex-
penses incurnred, the value of in kind contributions ap.
phied, amcunts owed by the grantes lor gowds and other
property received, amounts owed for services per{ormed
by srrplayes, cont actons, subgrantes, and othos payaes,
ond arhounts brcoming awed {or which no current seivice
.of fsorformance is tequired,

Liik b — Eater the cumulative cash incams recrived to
date, if repoits ae; prepared on o cash basis. For reports
prepatod on an actrued  expenditure hinis, enter the
cumulative Income exned 16 date Undar eithee bais,
enter voly the amount apphicable to progtam income
which wos required 10 ba used for tho project or progrom
by tha wrms of the grant

Page 2

grantee organization.

Lina ¢ - This smount should ba 1he differenca hadwean
the amounts shown an Linn a tass the amoaunts 3} ovm o
Line b,

Line d = Only whino minking tequests for sdvance poy
mants, entar the ta1al estimated arnount of cash outleys
thot will be made during the period covered by the pd
vance,

Lins o — Enter the total of Lines ¢ and d

Ling f— Enter the non.Federal shate of the amiunt
shown on Line e

Line g — Enter the Federal share of the amount shown on
Lino e.

Line h — Enter the cumulative amount of Federel oy
nments received and amounts included in outstanding re-
quaests;

Line i — Enter the Federal share now requasted. {Line ¢
min.as Lina b

Line j,~ Enler .0 on each of the lines. Advances shall
be requested for only 2 one month paricd

Item 12 ~ Provide the following information, if applicables
Requests reflecting both a reimhirsement and an 54

varce paymen! - enler the 2mount incleded on line 151,
for r:ach type of payment requesied.

Item 13 ~ The conlents of this section are self-2xplanalary.

ADDITIONAL INFORISATION

A. All credit figures will be shown in parenthesis { ).

B. Submission: On a monthly basis, as needed. Advances shall be

requested foi only a cne month pericd.

C. Duslnbutmn. Otiginal and one cop to the Nat10nal Inr

‘SU(F -“‘"l.ﬁCL Olh
aghin
One cony lo be fetained by

rst St.,
glantee.

s'N

DOJ;







APPENDIX 5

U. 5. DEPARTMENT OF JUSTICE
NATIOKAL TNSTITUTE OF CORRECTIONS
320 FIRST SIHEET, N.W., WASHINGTON, D. C. 20534

H-1 Reparf

FINANCIAL STATUS REPORT

1. Foderal Agency and Orgurizotione! Elemunt
U. S. Deparlment of Justice, NATIONAL INSTITUTE OF
CORRECTIONS :

2. Federal Gront No. or Othet ldentifying Na.

1 Nome and Address of Crantee Organization

4 Employer Identification No. 5 Gronfee Account No. or ldentibying No. [ 8 Finol Report 7. Bans of Regort
3 Yo T Coun
ke 7 Accruad Expanditures
8. Projuct Pariod (Moath, Doy, Yeor) 9. Rapurs Paried {Moath, Doy, Yew)
£20)

oy
I | |

o

10. 3TATUS OF FUNDS

PROGRAAMS = FUKCTIONS = ACTIVITIES

m

(3 &4 (4)

»

. Total cutlays previous!y reported
(Line 10e from previous report) e vsvenennoes

[£)] (6) TOTAL

o

. Total progam cullays this porisd. cvvenennnnnns

¢. Less: Progrmincome credits. . .o vovsennnanns

d. Net pragram outiays this petiod
(Line b minus LiD@ C}r v e snnsssrandonens

e, Tolal program cutlays to date
(St of Lines a ant d) cisrasrenesennas

o

Less: Hon-Fodoral share of progrem cutlays ... .w s

g. Tota! Federal share of program outlays
{Line e minus Line f} ........ ceerinses

. -
T e e e e e T e e v, e el pogeey 4 kawimtn,

. B
> - TSI nideros i

x

.=

L Tolol enpaid obligalicns vvuvvrnevreennnns .

i. Liss: Nun-Federal share of uapaid obligations. . v

jo Federai share of unpaid cbligations
(Lipe h miaus Line §) ... ...

certeern s

k. Total Federal share of outlays and unpsic
ctligations (Linz g Blus Line ) ... v v

L Tolal Feceral funds authofized oo v ovivnvnnenns

m, Unctiigated bala~ee of Federal funcs
{Line Famus L1283 wviven viiviiann i

11, Inditect Espense: o Type of tate (Mork boau)

2 Pravisional D Fingl
] Predatermined 12} Fiasd
b, Rete & Saee
4. Yatal emevnt #, Federal shore

12 REMARKS (Attach additional shaeta il necessory)

.

13 CERTIFICATION — i cortify that 1> vhe beit of my kaowledge ond beliel s
teport in correct ond complets ond that ¢!l ouileys ond unpard ebligetions ee fyt

the purposes sot forth in the grent aword dacuments,

Nome Title TELEPHONE
Arae Code |Number | Ext,

LSignuture of Avtherized Oificiel Cate Repsrt is wbmit 0d




INSTRUCTIONS FOR PREPARING THE FINANCIAL STATUS REPORT

AYPENDIX

ftem 2 ~ Ents: the Federal grant number,

ftem 3 - Enter the axre and complate wiiling @ adiess in-
cleding the ZIP code for the Jantee
orgamizalion,

Item 4 - Enler the employer identificaticn number assigned
by the U, S, Infernal Revenue Service.

ltem 5 ~ Enter “NA" for not applicabile.
Items 6 and 7 ~ Ntk the approyriate bicck.

Hem B — Enfer the ranty, day, and year of the beginning and
ending peiicd of the grant, Tne ending petiod should refiect -
any approsed ealeaston date.

ltem 3 ~ Enler the mcath, day, and yoar of he beginning and
ending dates of tae guerter for which tais reporl is prepared,

ftem 19 -

Lina a. Enter the total outlays reported on Line 10e of
the previcus report, Show zero, il this 1s the initial re-
gor! for the geant,

Lire b, Enlei the total gross pregran cutlays fer this
repoft petiod, wncluding disbursererts of cash realized
as program incoma, Fot repatts which are prepared o= &
ctash basis, cutlays uin the sum of the subprantees
aclual cash disbursements for gacds and sarvices, the
emount of indiizcl expensa charged, the value of -
kind contiitobans anglied, ang the 2mount of cash ad-
vances and jayrents mede to conlraclsts. For ieports
pregared on an accrusd expenditura Basis, oullays are
tl2sumof the subgraztees aclual cach disbursements,
Ine acent of 1nd:r2ct expease incutred, the valve of
in-lnd contnibabions appiiag, 21d the nel increase

{or decteases i lne amounts owed by the subgrantee
for goods &nd other properly recaived and for services”
performad by employees, conlractors, and other payees.

Line c. The teport propared on a cash basis, enter tha
amgunl of cash income received dinng the quailer whish
15 lo be used in the project of jecgram tn accerdance with
the terms of tire grant, Far reports precared on an ac-
cfual basis, entet the amount of the nal increase (or de-
creasedin the amesnl of acciued wncerre since the
beginning of the veport perved.

Line d. This amcunt sheuld be the difference betwoen
amcunts shievin ¢1 Lines b and ¢,

Lin2 e, Enler Ine sum of amounls shawn on Lines a and
d abeve, This ancunt represents the curulative outlays
to cate of bolh Fecerel and non-Federal funds.

Line L. Enler ihe cumulative noa-Faderal share {“Match™)
of the prograim eutiays wciuded in the arcunl of Line t,

Linz g. Enler the cumuialive Federal share of program
ouliays. The ameunt shou'd be the difference between
Lines ¢ and |,

Line b, For r2porls prepared on a cash basis, enfer the
total amount of uapaid obligalions fot this grant,

For reparls prepared
on an acctued expenditure basis, enler the amount of un.
deitveren otders ard other outstanding obligations. Do
not incluce any amauats 1hat have heen inclyded on
Liaes a thiough ¢, Co the final repart, Liae h sheuld
have a zeto balance,

5

Line 1, Lnler the aon Fyderal shu.e of unpaud obliga
tions inttuded on taine b On the linal repord, Ling
shou'ld have a zeio Ualance.

Ling j. €nlm tre Feaeral share of unpaid ahligations
wehagcd o0 e b The amoual showa an thin line should
ba the witferaace belween tha amotals on Lines b ang 1,
On the Liaal report, Lree | shiuuid Biave a 2eto balance,
Line x. Ealer the suin of the amoun!s shown on Lines
gand 1. M the teroil 15 dnal, the report should fot con-
tain any unpaid cbhaticns.

Line 1. Enter the tolal amatnt of the federal grant,
Line m, Enler the eredlinated balance of Federal [unds.
Tnés 2mount shauid b W2 difference detween Lines |
and k.

ltem 11 - {NDIRECT EXPENSE
a. Typa of ral2 = Mark 2npropnizle bleck,
b. Rale ~ Zr':theigle in eficsl during the quarter,
¢. Barr - 7 -r the emouit of the base lo which the
ey .. 4 .
d. Teixlst :.nl = Enter the teto! omount of the Federal
shate chaipze. guning the quarler.
¢. Fedaral Shere — Enler tha suount of the Fedetai share
charged duning the report period.
{When repotting on Planmng of Block Action Grants, conplele
only itens d and e, Enier “N’A" for eas a fitough ¢
It mota inan on2 ale v.32 2pplied duting the project petiod,
include a stpasale soredule which shoss the hasts against
which the irfitect ust ratas weie applied, the respective
induect rates, the wmerin, nay, and year Lie indirect rates
were in eflcct, amcunts of inguect expense charged lo the
project, and the Federal shate of ind:rec! exnense charged
to the ciotect to dase. (See Office of Kanaper ent and Bud-
get Circuiar Ha, A-€7 wimch conians prirciples lor deler-
mining allowzhle costs of grants and contracts with Stale
and local goveinments. )

{tem 13 — The contents of this item are self-2xplanatory

ADDITIONAL INFORIATION

A, All credit figutes will be shown in parenthesis ().

B. Duz Date:r Quaiterly, within 30 d.vs after end of quatter,
Final reporls are due 50 days atlet end of srant petiod of
alter comp'etion.

C. Distritution; - 021G iNAL Ar.'o cNE COPY TO:
HATIONAL INSTITUTE OF GORRECTIONS
320 FINGT STREET, N.W., WASHINGTON, D.C. 20334

ONE COPY 7O 8E RETAINED BY GRANTEE.
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, APPENDIX 6
' 11 8. DFPARTMFNT hF WISTICF
1, .|
J NATIONAL INSTITUTE OF CORRECTIONS H-2 REPORT Page 1
1. Faders) Agency ond Organiiablional €lement
REPORY OF FEDERAL CASH TRANSACTIONS U. 3. Depastuient of Justice
2. Nome ¢t Grantes Oigsnizatan 4. Fadarol Grant Ho, o1 Other 5. Grentes's Account Ho, et
tdunitlying Mo, “Adentitying No,
LIMELT 8O AWT hawg 4. Letigt of Cradit Ha, s T. Lost Poyment Youehw No,
g sTANL e ceng 6, Humber of Foyment Vouchers ¥+ No. of Trsasury Chacks Recelved
3. Federol Emoloyer Identificatien No, 10. Repctl Parigd (Manth, Doy, Year)
FROM l ‘ 10 | '
N. STATUS GF FEDERAL CASH . .
2. Cash oo hand beginning of patiod tLIw2 11 j 110 previous 1epoM) v veevuvees eonnsosscensnsress]$ .
B T | PP £
. €. Treasury Chack PAVIINS 5 1ottt eniacannesanseassnsasssssesnssnssssssssnsnssnsansld .
d. Tolal receipls (Sumof Lines Band €) v vvu e vreeecroevessuesssaasoennaarvsocsosocnsel$
¢. Total cash averlable (Sumi of Lines 8 3068). .. svvveneannnreononesnncennce. vansonnens|s
f, Gross dishuIStmeNIS L vy uveeeencaesosesssersenanvsnnaseorsosoncssssanacensanveslt
g. Federal shate of PrOgram iNCOME v o ey v vvnieriaroenssensssonansosvnssosssssassssnannal$
“~‘ b, Nel disbursemunts (Line [ Minus LINC )e v e vvorvecnvannonasresasossns sonsasanssscanses|$
;;!
I, Adjusiments of PIHOT PEAiOdS .. oo vevnerenuereorsosenssnsanenssnvonsssssoscosinnsenel$
§. Cash 0 hand end of pestod{Lint & less Line hplus of minus bINe B v v v v ineeivernnernvaonsass 1 . :
12, The omount in item 11jreprenents cash taguitements for the ensuing doye,
12 OTHCR INFORMATION
F IR T W T Y R |
b, Advances 10 SUDRIRIERS | v vttt iinreses et aatacttrriitseeszeasatrasaashosnsan]$
14, REMARES {Aniech odditional shesis \imunm) *
1S, CERTIFICATION ~ 1 carhify ot 10 the bayh of my knowledps end bellaf this tepurt 15 tive In all raapiers ond thot oll disbursaments hove been made
for the purpores end conditians of the grent,
Nems Title YELEPKONE '
. Area Cade Number lE-l.
Slm'w.- o Av!hu-l.l:—d‘omti-l Dote Report la Submitted
L}
} TOR AGENCY USE ONLY
Balch No.
Date Processed o
Initials




APPENDIX 6

INSTRUCTIONS FOR PREPAR!NG PAGE 1
OF THE REPQRT OF FEDERAL CASH
TRANSACTICNS

flem 2 - Erler the nave and complele wailing addioss
including the Zip Codo for the grantee
erganization,

ltem 3 « Enler the e nployer ident:ficatisa nunber assiznesd
by the U.S. Intetnal Revenue Service,

Item 4 — Dtz the Federal graat nunhor of this ronact
cavers only eie granl, i wore than coe gront is cavesed
by this sopat, Irave Utis space blank and orovide the
information on yage 2.

Hem % ~ Eater “} A" let not agplicable.

llery 6 ~ Enter the Letler ¢f Creeiid sumber which applies
lo this reposl. i ali Fecoral funds roceived viere by
Tieasury chack, enles “H-A" Tor nol apitcable.

ltem 7 — Enter the veucher numbar of tae inst ietter of
credit payenl veuchar (Form TUS 5401 which was
credited 1o yaur acce.nt as of the ead of the reptiling
menth, Do nol use li¢ s22ial anmber prepnintzd oo the
payrent voyehors (F @ TUS 3401% Il &)1 Fedeal
funds received were b, Treasusy check, enfer i ‘A"
fer not applicable,

ltem & ~ Enter the tolal rember of fotter of rradil
payrent veuchurs which were credited tn y ur aceeunt
during the regorting mucth, ! all Fedetal funds received”
viere by Tieusary chack, eater "N, A™ fcf ot 2pplicahle.

ltem 9 - Enter thie lotel purber of Trsasury chacks
teceived during the reporting manth whether of not
deposited, 1l alt Feleral funds ressived wese Whrgegh
rayrent vouchers (Form TUS 5491), enter “*N/A" for
no! applicabie,

Rtem 10 ~ Enter tha manth, day, aud year of tne heginning
and ending dates of the month coverec by this repail.

ten 17 -

Line a. Enter the towa' amount of Fadeta. . .+ on hand
al the beginnieg of the nionth ingluding 2t ¢f the Fedaral
funds on copusit, imprest fungs, and undeposiled
Treasry checks, This amnert sheeld rgual Line 11§,
from the previous month's report,

Line b, Enter the tolal of all Federal furds received
through payment vouchers {Farm TUS 5471) which ware
cregited Yo yonr acceunt during the 1epaiting month, If
ali Federal funds received were by Treasury check,
ente' i _n_ 1]

Line ¢, Enbe the $olal of all Federal funds teceived
during e reporhing rienth theough Teoasusy chechs,
whether of not deposites, 1 all Fedoiat funds received
were thtough paywent vouthers (Fom TUS 5400,

eolet ' -0~ ",

Paae 2

Line d. Enter the sur of lines b and c.
Line e, Enter the sur of lines a and d.

Line {. Enicr the tolal Federal cash disburserents made
Iy the grarice duting Ine reporting period.
vishursenents include the amsunt of advanzes and
laynents fess refunds of Federal funds received,

Line g. Entor the Fedeal shate of progran fncera r2-
ceived by the graclee during taz repatling
wonth. Enter enly the amLrl of program incare which
sias tequired 1o he used on the project or program by the
tarmis of the prant,

Line h. Enter the net disbursenente, This amoual is
tie dilference betwean the amswat shown on Line § winus
tae amount on Line g. 1 mem than coe grant is covered
by this report, this 2rcunt shoutd equal the to'al of
coluzn 8a, shown in item 7, page 2,

Line &, Enter the amount of alt adjustments petlaining

to prict periods atlecting the ending balaace (Line 1} j)
which have nol been inciuded in ary lices above, n the
*"Remarks” sectron identify by Federal grant nember

llie emeunt of the adjustmert and as expianation.

Line J. Enter the lolol awount of Federal cash o2 hand
al the end of Lie reporting meath, This amcunt should
eq.al the nel of Lines e, less b, plus or ninus i,

ltem 12 ~ Enter the estimated number of days unlil the
¢ash on hand, skown on Lina 11§, wilt be expeaded, If
more than sevendays cash requitevenls are on hang,
provide an explanation in the “'Remarhs'” section of the
amoun! end reason of. the excess cash.

ltem 13 -
Line a, Enter “N/A" for not applicable,
Line b. Enfer ey /A" for not applicable
llem 14 ~ Provids the foliowing information, if applicable:

grant number, of the adjusiment shown on Lins ili.

b. The amaunt a~d reasen of cash on hand ia eacess of
seven €ays cash requitemanis.

ltem15 ~ The contents of this item are self-cxplanatory.

ADDITIOHAL INFORIATION

A. One report is prepared per grantee,

B. Ali credit figures will be shown in parenthesis { ).

C. Due Date: Monthly, wn the 15th day o{ the following month,

D. Distibution: Qriginal
NATlONAL INSTITUTE OF CORRECTIONC
320 First Strect, N. W., Room 2(
Washington, D. C. 20534

One copy. to be retained by grantee.

DOY-
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APPENDIX 6

U.S. DEPARTMENT OF JUSTICE

NATIONAL INSTITUTE OF CORRECTIONS

H-2 Report, Pg. 2

REPORT OF FEDERAL CASH TRANSACTIONS

U. 8. Department of Justice,

1« Fodetal Agency and Drgenitational Element

2. Heme of Grantes Orgonitonen

3. Raport Pev .d {Manath, Day, Yeor]
FROK

10

4. Fudetol Gront Ho ¢ Other 5 Grontas's Accaunt Ho, &
tdennfying No. Ieatdying No.

6, Tederol Shore of Net Diabursements

e, For il 2 Rerlod

b, Cuaviellve

7 TOTALS

® Yhis totat shwld bo tho 3ame as the amsunt shown on Line 11 honpage 3,




APPENDIX

Vs : v

INSTRUCTIONS FOR PREPARING PAGE 2 OF
THE REPORT OF FEDERAL CASH TRANSACTIONS

This page will be used as an attachment to |

reporlinglonlnore than one grant.

I'za 2 ~ Enler only the na~e ¢f the praniee
as shown on lers 2 of page 1.

llem 3 ~ Enter the reportir manth covered by this report
as shown in ltem 10 of page 1.

ltem 4 - Enler the Federn! srant number for each grent to
which Feleral cash disburs smenis were made and/or te-
funds of Feceral funds were racived. Each grant should
be shown on a seperate lins. Tho Federal gieal numbers
zpplicable te Cishursements made for tefunds
retoined should E2 fisted l2st. Dvaw a ting to sepzrale
lhis section and eater *'Refunds " before en-
lering the applicatle grant wmbars.,

Page 4

12 Feport of Federal Cash Transactions when

ltem 5 — This item shauld be left blank.

ltea 6 -
Column 2, Show the total curient month Federal cosh gis-
varsements made, less Feders! prooram income ary reLnds

icceived by the SPA of othizr grantes for each grai: shown
vader itom 4.

Solumn b, Show the curulative net Federz] Cast disturse-

ments for each grant shicwn usder item 4, This 20 aunt
should eaua! the sum of the amouat shown in colt »n Sa
o this report, plus ur minus any adiustments inclugzd
it Line 111 ea paze 1, and the cuselative 13830 siven
in column 63 o the last reparl which incieded this
grant. Do nol show cumulative asiounts fer

tefunds

ltem 7 ~ Enter the totals fer colimns 6a and 6. The
total of column Sa must agree vith ihe amount reporled
on line 11h-of page 1.

NOTE: All credit figures wiil be shown in parenthesis i},

HIOAE




APPENDIX 7: ACCOUNTING PRINCIPLES AND STAMDARDS FOR FEDFRAL AGENCIES
(1968 REVISIONS) ISSUED BY THE COMPTROLLER GENERAL OF
THE UNITED STATES,

1. CONTENT OF APPENDIX. This appendix contains an excerpt on
"Grants" from Chapter 2, Section 16, - Costs, of the GAO Manual
for Guidance of Federal Agencies (Title 2). The following material
is part of the larger body of principles and standards for accounting
which have been prescribed by the Comptroller General for observance
by all federal agencies. It is the full section dealing with
accounting for grants and is reproduced here to inform grantees
as to prevailing federal concepts on the character and status
oF grants and the obligations of agencies Tike the institute
charged with grant administration,

2. ADVANCE PAYMENT GRANTS. It should be noted, in the textual
discussion, that Title V institute grants fall within the
category "advance payment grants" with respect to accounting
and reporting responsibilities.

Definition

Except as otherwise expressly authorized by law, Fedeyal grants
are payments in cash or in kind made to provide assistuice for
specified purposes.

The acceptance of a grant from the United States creates a legal
duty on the part of the grantee to use the funds or property
made available in accordance with the conditions of the grant.
Grant payments may be made in advance of work performed or as

a reimbursement for work performed or costs incurred by grantees.

The United States generally has a reversionary interest in the
unused balances of advance payment grants, in any funds improperly
applied whether received as an advance or reimbursable payment,
and in property or facilities purchased or otherwise made avail-
able under the conditions of the grants, unless title thereto

is specifically vested unconditionally in the grantee by the terms
of the grant under authority of law,

Responsibility of grantor agency

The grantor department or agency is responsible for seeing that:

Grants are applied solely in accordance with the conditions
of tha grants.

Page 1




APPENDIX 7

Unused balances of grants, including funds 1mproper1y app11ed
are returned tc the United States,

Property or facilities purchased with such funds, or other-
wise made available, are utilized and disposed of in accordance
with the terms of the grant or other instructions of the
grantor agency.

Advance payments made to grantees under the terms of the
grants do not exceed the current or revised needs of
grantees,

Accounting and Reporting.

Accounting for grants shall include al] aspects of grant transactions
from approva1 of the proposed grants to final action by the
grantees and grantors.

Accounting for a grant begins with the execution of an agreement
or the approval of an application or similar document in which
the amount and purposes of the grant, the performance periods,
the obligations of the parties to the grant, and other applicable
basic terms are set out: This action establishes a commitment

of funds and the agreement, application or similar document

is the obligating instrument, provided that the United States

is bound thereunder to disburse the grant funds either uncondi-
tionally or under conditions solely within the control of the
grantee.

Payments to grantees in advance of work performed shall be
accounted for as advances of the grantor agencies until
evidence of performance has been received from the grantees.

Payments to grantees as reimbursement for work performed or costs
incurred shall be accounted for as reductions of 1iabilities
to pay for such work or costs.

Payments to grantees under grants where no performance or reporting
by grantees is required or where the payments are scheduled to
correspond approximately with performance shall be accounted for

as liquidations of the obligations and as costs incurred.

Page 2




APPENDIX 7

Reports under advance payment grants shall be required of grantees
at reasonably frequent periods and to show, as a minimum, how

the funds or property were applied, details of piroperty acquired,
and unused fund balances, Upon acceptance by the grantor agencies,
such reports shall be used as the bases for liquidating obligations,
reducing the advance accounts, and making charges to appropriate
cost and property accounts.

Reports under reimbursable grants also shall be required at
reasonably frequent periods and used as support for recording
the agency liability for costs incurred and for Tiquidating
the obligation under the grant.

Estimates may be used in lieu of reports where necessary for
monthly reporting purposes. :

Where title to grantee-acquired property vests or may vest in
the Government, appropriate property records shall be
established.

At termination of a grant, unused and improperly applied funds
shall be collected by the grantor agency or appropriately
adjusted by offset or otherwise utilized in accordance with
the conditions of the grant and arrangements shall be made for
disposition of Government-owned property. :

Page 3
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APPENDIX 8: CURRENT GENERAL CONDITIONS FOR ALL NIC GRANTEES

~ In accepting a grant from the National Institute of Corrections

(NIC), the grantee understands and agrees to the following conditions:

1.

Funds awarded are to be expended only for thke purposes and

activities described in the grantee's approved plan and budget;

. The grant may be terminated, at any time before the date of

compietion, in whole or in part by the NIC director for failure

to comply with any grant conditions or with proaect goals,

plans, and methodo]ogy set forth in the grantee's application

or for the convenience of the United States of America. The
grantee shail be notified of any decision to terminate fTor the
reasons described and be allowed a reasonable time, where feasible,
to terminate project operations or seek support from other sources,
No termination shall affect grant obligations or costs incurred
prior to receipt of notice of termination, provided such
obligations or costs were incurred 1in good faith and are otherwise
allowable. Funds shall not be considered obligated solely by
virtue of grantee commitments to participating agencies or

project contractors for work or services not yet performed;

Project budget formulations and fund expenditures shall conform

to the following conditions: (a) unless otherwise specified,
travel and subsistence charges shall be limited to levels allowed
by the grantee's uniform travel regulations or, in the absence
of uniform travel regulations, to Tevels allowed under current
Federal Government travel regulations, including use of Tess
than first-class accommodations in air and rail travel and
the current per diem subsistence 1imit; however, in no case
shall travel and subsistence rates exceed current Federal
government levels, (b) no funds will be spent for construction
costs, real estate purchases, payment of real estate mortgages or
taxes, entertainment expenses, and purchase of automobiles and
(c) expenditures will be limited to items spec1f1ca11y budgeted
&? the application and any amendments approved in wr1t1ng by

C.

Grant funds may not be obligated prior to the effective date

of the grant, unless approved in writing by NIC, or subsequent
to the termination date of the grant period. Obligations out=
standing as of the termination date shall be liquidated within
90 days after the termination of the grant period;
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APPENDIX 8

A1l interest or other income earned by the grantee with respect
to grant funds or as a result of the conduct of the grant project
(sale of publications, registration fees, service charges or
fees, etc.) must be accounted for, Interest on grant funds

must be returned to the NIC by a check payable to the United
States Treasury and other income must be applied either to

reduce project costs or to pursue other activities connected
with the project;

The grantee shall submit programmatic and financial reports

to NIC on a regular basis and a final report on completion

of the grant project. The grantee may also publish at its

own expense, the results of grant activity. Any pub]ications
(written, visual, or sound), whether published at the grantee's
or government expense, shall contain the following statements:

"Prepared under Grant Number from the

National Institute of Corrections, Bureau of Prisons,
U. S. Department of Justice.

Points 'of view or opinions stated in this document are
those of the author and do not necessarily represent the

official position or p011c1es of the U, S, Department
of Justice.”

A1l published material and written reports submitted under this
grant or 1n conjunction with third party agreements under this
grant must be or1q1na11y developed material unless otherwise
specifically provided in the grant document. When material

not originally developed is included in the report it must have
the source identified. This identification may be in the body
of the report or in a footnote. This provision is applicable

whether the material is in a verbatim or extensive paraphrase
format;

If any discovery or invention arises or is developed in the course
of or as a result of work performed under.this grant, the grantee
shall refer the discovery or invention to NIC, which will determine
whether or not patent protection will be sought, how many rights
therein, including patent rights, will be disposed of and admin-
istered, and whether other action is required to protect the

public interest in work supported with Federal funds, all in
accordance with "Government Patent Policy" (President's Memorandum
for Heads of Executive Departments and Agencies, August 23,

1971, and Statement of Government Patent Policy as printed in
36 F.R. 16889);

Page 2
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10.

11.

12.

APPENDIX 8

The Project Director and key program personnel designated in
the application shall be replaced only for compelling reasons,
Approval for the successor is contingent upon submission of

a resume and verified statement of m st recent salary to NIC
for its approval and concurrence, Prior concurrence is also
required for members of an Advisory Board where applicable,
Changes in other program personnel, including consultants,
only require notification of the Institute with the same
documentation as for the Project Director uniess otherwise
designated in the award document,

Mo research data or statistical data which is identifiable to
any specific person and which has been furnished to the grantee
by any agency or person in conjunction with work performed

under this grant shall be used or disclosed for any purpose

other than the research project for which it was obtaineu,

Such data shall not, without the consent of the person furnishing
such data, be admitted as evidence or used for any purpose

in any action, suit or other judicial or administrative
proceedings. This prohibition 1imits the grantee's using or
disclosing such research data identifjable to a specific person
for any purpose other than for which it was obtained. The grantee
shall conform to the provisions of the Privacy Act of 1974,

Potential Post Award Reductions. The following general conditions
will be applicable to all grants awarded by NIC:

This grant, or portion thereof, is conditional upon
subsequent congressional or executive action which
may result from federal budget deferral or recision
actions pursuant to the authority contained in
Section 1012(A) and 1013(A) of the Congressional
Budget and Impoundment Control Act of 1974, 31 U.S.C.
1301, Pub. L. 93-344, 88 Stat. 297 (July 12, 1974).

Copyrights. Where grant projects produce original books, manuals,
films, or other copyrightable material, the grantee may copy-
right such, but the NIC reserves a royalty-free, non-exclusive
and irrevocable license to reproduce, publish, translate, or
otherwise use, and to authorize others to publish and use,

such materials. Where such license is exercised, appropriate
acknowledgement of the grantee's contribution will be made,
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