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PUBLIC NOTICE

SOLICITATION OF PROJECT PROPOSALS

HOUSING OPPORTUNITIES FOR PERSONS WITH AIDS PROGRAM  (HOPWA)

The City of Baton Rouge & Parish of East Baton Rouge is soliciting proposals from non-profit organizations for
funding of activities under the federal Housing Opportunities for Persons with AIDS (HOPWA) Program. HOPWA
funds are dedicated to provide housing assistance and related supportive services for low-income  persons with
HIV/AIDS and their families.  HOPWA formula grants are available as part of the Consolidated Plan, which also
includes the Community Development Block Grant, HOME Investment Partnership (HOME) and Emergency
Shelter Grants Program.

HOPWA program funds are granted:  1) by formula allocations to States and metropolitan areas with the largest
number of cases and incidence of AIDS; and 2) by competitive selection of projects proposed by State and local
governments and non-profit organizations.  The City-Parish as a  unit of  local government will award its allocation
of HOPWA funds to eligible non-profit organizations who satisfactorily provide evidence of the ability to
administer funds in accordance with local and federal guidelines.

Nonprofit organizations interested in applying for participation as a Project Sponsor under the HOPWA Program
must meet certain eligibility requirements.  To qualify for funding participation, a  private non-profit organization
as defined by Program regulation must be one which can document  evidence of the following: 1) proof of an IRS
ruling that grants tax exempt status under section 501(c)(3) of the Internal Revenue Code; 2) provide
documentation that shows that your organization satisfies the criteria in the statutory definition of non-profit
organization.  The statutory definition of a non-profit organization means any organization that meets the following:
(i) is organized under State or local laws; (ii) has no part of its net earnings inuring to the benefit of any member,
founder, contributor, or individual; (iii) complies with standards of financial accountability acceptable to the
Secretary; and (iv) has among its purpose significant activities related to providing services or housing to persons
with acquired immunodeficiency syndrome or related diseases.  HUD interprets the use of  “related diseases” in
this definition to include HIV infection. Additionally  the organization must practice nondiscrimination in the
provision of assistance, and have a functioning accounting system.  Interested organizations must also provide proof
of financial viability.   While this  is an “open” solicitation preference will be given to projects that  exhibit a
collaborative effort among different service providers with first priority given to existing service providers so long
as it is determined that they :a) are currently adequately administering their program; and, b) are proposing to
maintain or expand their yearly production

Request for Proposal (RFP) packages may be obtained by contacting  the Office of Community Development, P.
O. Box 1471, Baton Rouge, LA 70821.  RFP packages may also be requested by telephone to the Office of
Community Development at (225) 389-3039.  Proposal packages may also be picked up from the Office of
Community Development at 300 Louisiana Avenue, 2nd Floor, Baton Rouge, LA.  No RFP packages will be issued
by facsimile.  Proposal materials will be available to interested parties after 8:00 a.m. on

 is
   A required pre-submission conference will be held on

, Second
Floor.   Please note that: 1) Deadlines are firm.  2) Late proposals will not  be accepted.  3) It is the sole
responsibility of the applicant to ensure that the deadlines are met.  4) Proposals delayed by the mail will
be considered late and will not  be accepted.  5) Applications transmitted via fax will not be accepted.

No funding obligations shall be implied based on the information in this solicitation of HOPWA project
proposals.  The City-Parish reserves the right to accept any proposal or reject any and all proposals on
such a basis as may be deemed to be in its best interest.

Office of Community Development
City of Baton Rouge

Parish of East Baton Rouge
(225) 389-3039       
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Notice of Funding Availability (NOFA)

Invitation

Under this NOFA, the City of Baton Rouge - Parish of East Baton Rouge Office of Community Development
provides funding directly to project sponsors for the acquisition, construction, and rehabilitation of  affordable
housing, and grants for the provision of supportive services for low-income persons with HIV/AIDS and their
families. Awards under this NOFA are contingent upon the availability of funds.

Funds Initially Available:

Through the U.S. Department of Housing and Urban Development (HUD) Housing Opportunities for Persons
With AIDS (HOPWA) Program, the City-Parish expects to receive approximately 

opportunities for affordable housing and supportive services for persons with HIV/AIDS within Baton Rouge.
These funds are available to nonprofit, private, and public entities providing affordable housing and supportive
services within the Baton Rouge MSA (E. Baton Rouge, West Baton Rouge, Ascension, and Livingston
Parishes) after October 1, 2003.

Goal and Intent

In releasing this NOFA, the goal and intent is to promote the development of affordable housing units and
supportive services for the very low- and low-income HIV+ population of the Baton Rouge MSA. Funding
decisions will favor proposals demonstrating a substantial amount of support (affordable rents for a  long term
period) for all HOPWA funded units in a housing development. Mixed use housing (affordable housing
targeting people who are HIV+ and other special needs low-income populations, e.g. mentally ill, dually
diagnosed) is specifically allowed, provided the HOPWA funds support only units for people who are HIV+
and low-income. Applicants are encouraged to consider additional funding sources such as other federal funds,
tax credits, and donations.

Interested and qualified parties, which can successfully demonstrate their ability to develop and manage
affordable housing or provide supportive services for the HIV/AIDS community, are encouraged to submit
proposals.

Technical Assistance, Clarification and Addenda

A pre-submission conference will be held prior to the due date to explain the forms, required documentation
ranking and priorities . However, OCD staff will not assist in the proposal development and is available only
for clarification of application contents and regulations. Requests for clarifications regarding this NOFA should
be in writing and directed to: Office of Community Development, P.O. Box 1471, Baton Rouge, LA 70821,
by telephone at (225) 389-3039 or by e-mail at ocd@ci.baton-rouge.la.us.

Substantive changes in the submittal requirements, if any, will be made and issued, in the form of an addendum,
to all organizations of record as having received a NOFA package.
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Proposal Review

The OCD reserves the right to:
é determine which program category will be used to fund specific proposals,
é negotiate and award contracts to multiple applicants,
é reject any or all submittals,
é offer less than requested in the funding proposal
é cancel, in whole or in part, this NOFA if it is in the best interest of the City-Parish to do so.

Funded proposals must comply with the regulations of the HOPWA Program and applicable OMB circulars.
Copies of  these  regulations and circulars are attached and made apart of this RFP. Additional copies of the
regulations and circulars are available at OCD or on its website located at:
 http://www.ci.baton-rouge.la.us/dept/ocd .

Submittals

Sealed submittals will be received at the Office of Community Development  - 300 Louisiana Avenue, 2nd
Floor, Baton Rouge, LA  70802 ,   Respondents must include
an original and one copy of their submittal.

Conditions

By submitting a proposal, respondent acknowledges and agrees to the terms and conditions of this NOFA and
to the accuracy of the information submitted. All proposals become the property of the OCD and, as such, are
subject to the Public Information Act and become public property.

For non-profits currently or previously receiving HOPWA assistance , consideration is contingent upon there
being no outstanding or unresolved contract noncompliance issues by the nonprofit.  Any such issues must be
satisfactorily resolved, or sufficient process toward resolution be underway, before additional funding will be
considered.
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NOFA Funding Sources

Housing Opportunities for Persons With AIDS (HOPWA) 

PROGRAM SUMMARY STATEMENT

The Housing Opportunities for Persons With AIDS (HOPWA) Program provides housing assistance and
supportive services for low-income persons living with HIV/AIDS and their families. Regulated by  the U.S.
Department of Housing and Urban Development (HUD), the HOPWA Program is designed to provide  States
and localities with resources and incentives to devise long-term comprehensive strategies for meeting the
housing needs of persons living with acquired immunodeficiency syndrome or related diseases and their
families. HOPWA funds may be used for a wide array of housing, social services and program planning and
development costs. Eligible activities include, but are not limited to, the acquisition, rehabilitation or new
construction of  housing units, costs for the operation and maintenance of facilities and community residences,
rental assistance and short term payments to prevent homelessness.

HOPWA may also be used to fund services, such as health care and mental health services, drug and alcohol
abuse treatment and counseling, intensive care when required, nutritional services, case management, assistance
with daily living, housing information and placement services and other services.
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Applicant Eligibility Criteria

All applicants must meet the following pre-qualifications and submit the supporting documentation at the time
of application:

1. Current nonprofit 501(C) (3) certification, tax exempt status from the Internal Revenue
Service,  or equivalent operating experience under another nonprofit entity which meets this
criterion, or be a governmental entity.

2. Current Certification of Incorporation from the Secretary of State, verifying that the
applicant's licensed to do business in the State of Louisiana.

3. Description of agency (or principal staff) experience of no less than 12 months in an area
related to the proposed activity, or partnership agreement with a qualified nonprofit with such
experience.

4. Audited Financial Statements for the agency's fiscal year ending no more than one year  prior
to the time of application . If the applicant does  not have an audit then it must include its most
recent independent financial statement.

5. Written statement on financial management policies and procedures.
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Proposal Parameters

Threshold Criteria

The following development requirements determine eligibility for funding under this NOFA.

1. Affordability
Attachment A outlines income eligibility levels as well as affordable rent limits. The proportion of rent
restricted units to the total number of units in the project must be at least equal to the proportion of
OCD investment to the project's total development cost. Preference will be given to those projects with
the greatest number of units at the lowest possible rents.
é Housing units are "affordable" when housing expenses, including an adjustment for utilities are

no more than thirty percent of adjusted household income.
é Low-income" households are defined here as households whose adjusted household income is at

or below eighty (80) percent of an area's median household income.
é Very low-income" households are defined here as households whose  adjusted household income

is at or below fifty (50) percent of an area's median household income.
é Median income" is defined and published periodically by the United States Department of Housing

and Urban Development for the Baton Rouge Standard Metropolitan Statistical Area. Currently,
the median household income for a family of four is

2. Development and Services Location
Developments and services must be located within and serve residents of the Baton Rouge MSA.
Services to clients or facilities located outside the Baton Rouge MSA are not eligible for
reimbursement under this NOFA.

3. Consistency with the City of Baton Rouge-Parish of EBR 2000 - 2004 Consolidated Plan
Applicants are required to demonstrate that their development or services are consistent with the
current HUD-approved City of Baton Rouge - Parish of East Baton Rouge Consolidated Plan. Item

of the NOFA application addresses this requirement.

4. Match Requirements
Although no matching funds are required, those proposed developments or services that leverage other
funds to the greatest extent would receive priority-funding consideration.

5. Community Need
Applicants must provide evidence of community support for the specific development being proposed.
This can be letter of support from other similar agencies, statistical data or other relevant data.  Letters
of support must reference the proposed project.  

6. Evidence of Site Control
Applicants for housing development projects (acquisition, rehabilitation, or new construction) must
have control of the project site and submit supporting documentation as part of this application.
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Application Review Process

After your application has been received, an OCD staff person will be assigned to review your proposal for
completeness. If the application meets the minimum threshold requirements, it will be rated among other
competitive applications. The threshold score for a proposal to be considered for funding is 70 out of 100
possible points. A determination will also be made concerning the consistency of your proposal with the
priorities outlined in the Consolidated Plan and City of Baton Rouge - Parish of East Baton Rouge
Consolidated Plan. The City-Parish will consider the following in rating the proposals:

1) Consistency with the most recently approved Consolidated Plan
2) Experience of the organization and its key staff persons with providing the proposed services
3) Degree to which the proposal exhibits a collaborative effort among service providers
4) Priority will be given to funding existing providers provided that they 

a) are currently adequately administering their program and,
b) are proposing to maintain or expand their yearly production 

Contract Requirements

The following requirements must be met before the OCD will execute a contract for a project:

1. Discretionary Land Use Approvals
Proposals must be compatible with existing land uses and in conformance with both the Zoning
Ordinance and General Plan of the jurisdiction where the project is located.

2. Insurance Requirements
Applicant’s approved for funding under the HOPWA program will be required to procure and maintain
liability and worker’s compensation insurance during the term of HOPWA assistance.  Required
insurance shall be in limits not less than $1,000,000.  Prior to execution of a grant agreement, the
funded organization will furnish the City-Parish with a certificate of insurance showing that such
coverage is in full force and effect.  The cost of the insurance shall be in an amount and contain such
provisions as are reasonably required by the City-Parish.  The City-Parish shall be named as an
additional insured on all liability policies.

3. Worker’s Compensation
Worker’s Compensation insurance coverage will be required for all employees engaged in services of
the organization/shelter facility in compliance with laws of the State of Louisiana.

4. Environmental Review
An environmental Review must be completed before the City-Parish will execute a contract. OCD staff
conduct this review using information provided by the applicant. 
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Project Administration and Monitoring

OCD acts as the administrative and monitoring agency for the projects awarded through this NOFA.
Applicants should be aware of the following project funding conditions:

1. Disbursement of Funds 
The City-Parish Program is a reimbursement program. Expenses incurred prior to the effective date
of the executed contract are not eligible for reimbursement.

Award recipients should know that they are required to execute an agreement prior to incurring any
reimbursable costs. Funds are disbursed for reimbursements of costs incurred; however, costs incurred
prior to the execution of all relevant contractual documents will not be reimbursed.

2. Monitoring
The City-Parish and U.S. Department of H.U.D. reserve the right to monitor any and all project
sponsors for the purpose of determining compliance with all the regulations governing the HOPWA
program. As such the project sponsors must agree to make all files relevant to their projects activity
available upon request.  

3. Funding Reallocations
The City-Parish reserves the right to reallocate funds from one approved project to another or to a new
activity, or to cancel fund reservations at its discretion if projects are not proceeding satisfactorily (in
the sole opinion of the City-Parish) towards commencement of the proposed activity.
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Pertinent Regulatory Requirements

Numerous federal, state and local laws, regulations and/or executive orders apply to HOPWA funded activities.
These are referenced within a Program "Certifications" form, which is signed and submitted each year by the
grant recipient (the City Parish) to the U.S. Department of Housing and Urban Development (HUD). It states
that the recipient will comply with all regulatory requirements. While this listing is too extensive to be provided
here, the entire text of the Final Rule and all applicable OMB circulars have been included as attachments and
are made a part of this package.

The following miscellaneous listing is provided to clarify requirements that may be overlooked, misunderstood,
or be the cause of confusion. It is hoped that this will prevent regulatory violations.

PLEASE NOTE THAT THIS IS NOT A COMPLETE LISTING OF PROGRAM REQUIREMENTS.

1. Affordability
All HOPWA-assisted rental housing units must be affordable to households at or below 80% of the
area median income and require not more than 30% of their income for rent (adjusted for utilities).
See Attachment A for these income limits.

2. Environmental Review
Funds may not be obligated or expended for activities in projects that have not been environmentally
cleared.  The environmental effects of each application must be assessed by the City-Parish in
accordance with the provisions of the National Environmental Policy Act of 1969 (NEPA) and related
authorities at 24 CFR parts 50 and 58.  The City-Parish’s Office of Community Development will
perform the necessary assessments, and secure necessary releases and certifications and notify grant
subrecipients (project sponsors) as to when grant funds may be expended and/or obligated.

Activities that are to be assisted with HOPWA funds which are located in any 100-year flood plain
as designated by maps prepared by the Federal Emergency Management Agency (FEMA) are subject
to the flood plain review requirements of Executive Order 11988, Flood plain Management.  In the
event of rehabilitation involving propertry located with a flood plain, flood insurance on the property
will be required of the subreceipient of the project is funded.

3. Nondiscrimination and Equal Opportunity Requirements

Applicants must provide assurances that shelter facilities and services are available to all on a
nondiscriminatory basis, HOPWA recipients must adopt and implement procedures designed to make
available to interested persons information concerning the existence and location of services and
facilities that are accessible to persons with a handicap.
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CONTRACTUAL PROVISIONS FOR SUBGRANTS 
TO PRIMARILY RELIGIOUS ORGANIZATIONS

A. 24 CFR574.300(c) of the Housing Opportunities for Persons with AIDS regulations state that
HOPWA assistance may be provided to a primarily religious organization if the organization agrees
to provide all eligible activities under this Program in a manner that is free from religious influences
and in accordance with the following principles:

(1) It will not discriminate against any employee or applicant for employment on the basis of
religion and will not limit employment or give preference in employment to persons on the
basis of religion.

(2) It will not discriminate against any person applying for any of the eligible activities under this
part on the basis of religion and will not limit such housing or other eligible activities or give
preference to persons on the basis of religion.

(3) It will provide no religious instruction or counseling, conduct no religious services or worship,
in no religious proselytizing, and exert on other religious influence in the provision of eligible
activities under this part.

B. Rehabilitation or conversion of structures owned by primarily religious organizations.  Grant amounts
may be used to rehabilitate or convert a structure that is owned by a primarily religious organization,
only if;

(1) The structure (or portion thereof) that is to be rehabilitated or converted with HUD assistance
has been leased to an existing or newly established wholly secular organization (which may
be established by the religious organization under the provisions of paragraph (c)(3) of this
section).

(2) The HUD assistance is provided to the secular organization (and not the religious
organization), to make the improvements.

(3) The leases structure will be used exclusively for secular purposes available to all persons
regardless of religion.

(4) The lease payments paid to the primarily religious organization do not exceed the fair market
rent for the structure before the rehabilitation or conversion was done.

(5) The portion of the cost of any improvements that benefit any unleased portion of the structure
will be allocated to, and paid for by, the religious organization.
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(6) The primarily religious organization agrees that if the secular organization does not retain the
use of the leased premises for wholly secular purposes for the useful life of the improvements,
the primarily religious organization will pay an amount equal to the residual value of the
improvements to the original grantee from which the amounts used to rehabilitate or convert
the building were derived.  While the original grantee is expected to use this amount for
eligible HOPWA activities, there is no requirement that funds received after the close of the
grant period be used in accordance with the requirements of this part.

Note: Assistance will not be provided to a  project sponsor that is a primarily religious
organization to construct or acquire a structure.  Assistance may be provided to a
project sponsor that is a primarily religious organization to rehabilitate or convert a
structure owned by the organization, only as described in this section.

C. A primarily religious organization may establish a wholly secular private nonprofit organization to
serve as a project sponsor.  The secular organization may be eligible to receive all forms of assistance
available under this part.

(1) The secular organization must agree to provide eligible activities under this part in a manner
that is free from religious influences and in accordance with the principles set forth in
paragraph (c)(1)(i) of this section.

(2) The secular organization may enter into a contract with the religious organization to operate
the housing assistance, supportive services and other eligible activities for the project.  In such
a case, the religious organization must agree in the contract to carry out its contractual
responsibilities in a manner free from religious influences and in accordance with the
principles set forth in paragraph (c)(1)(i) of this section.

(3) The rehabilitation or conversion of  structures are subject to the requirements of  paragraph
(c)(2) of this section.



14

NOFA Application General Instructions

Please prepare the application neatly and concisely.  Refer to specific application instructions for each funding source,
as appropriate.  Upon request application forms are available on disk in WordPerfect 6.0 and Word 7 format.

1. PROJECT TITLE
Self-explanatory

2. APPLICANT
Enter the name, mailing address, telephone, and fax number of the project sponsor. Also list a contact
person for the project, including their telephone number and email address, if any. The contact person
should be the person most knowledgeable about the project.    Authorized signature is the person
authorized to submit this proposal for the organization.

3. ORGANIZATIONAL STATUS
Definitions
Nonprofit: Organizations with a tax exemption ruling from the IRS in the form of a 501(c)(3)

certificate.
Public Entity: A governmental jurisdiction or agency.

4. ORGANIZATION DESCRIPTION
Provide a description of your organization, its experience with housing and/or HIV/AIDS services, its
capacity to implement the proposed project, staff qualifications, and external partner information, if
applicable.

5. SUMMARY OF FUNDING REQUEST
Enter your request(s) for funding by general activity and funding status. Unless specified otherwise,
your project will be considered for funding from any general activity description eligible under this
NOFA.

General Activity Descriptions ( Eligible Activities)
 

Housing Information Services: Counseling, Information and referral services to assist an eligible 
 person to locate, acquire, finance and maintain housing.  This may
also include fair housing counseling for eligible persons who may
encounter discrimination on the basis of race, color religion, sex,
age, national origin, familial status or handicap.

Resource Identification: To establish, coordinate and develop housing assistance resources
for eligible persons (including conducting preliminary research and
making expenditures necessary to determine the feasibility of
specific housing-related initiatives);

Acquisition: The purchase of land and/or structures for the purpose of constructing or
rehabilitating affordable housing units.
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Rehabilitation: The renovation of existing structures in order to improve the structural quality and/or
security of affordable housing units or to bring a structure into compliance with ADA
or other regulations. Note: This NOFA does not fund residential rehabilitation by
homeowners or owners of rental units. Contact OCD at (225) 389-3039 for
information on eligibility requirements for the Rehabilitation Program.

New Construction: The construction of affordable housing units. (For single room occupancy
(SRO) dwellings and community residences only).

Project/Tenant 
Rental Assistance: Tenant-based rental assistance to low-income persons living with HIV/AIDS

and their families. (Including assistance for shared housing arrangements:)

Short Term Rent: Short Term rent mortgage, and utility payments to prevent the homelessness
of the tenant or mortgagor of a dwelling:

Support Services: Support services include, but are not limited to, health care and mental health
services, drug and alcohol abuse treatment and counseling, intensive care
when required, nutritional services, case management, assistance with daily
living, housing information and placement services and other services.

Operating Cost: Operating cost for housing including maintenance, security, operation,
insurance, utilities, furnishings, equipment, supplies, and other incidental
costs;

Technical Assistance: Personnel and overhead costs, services, and supply items related to the
operation of a Group Housing Program. Real and personal property
acquisitions are prohibited.

Administrative: Each project sponsor receiving amounts from grants made under this
program may use not more that 7 percent of the amounts received for
administrative costs.

6. TARGET POPULATION
Indicate the population to be served and the number of low-income persons living with HIV/AIDS and
their families that will be served. Indicate whether these persons are also part of another special needs
population (mentally ill, dually diagnosed). Describe the outreach or referral plan that will be used to
reach them.

7. NEEDS STATEMENTS
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A-C. Self-explanatory

8. PROJECT DESCRIPTION
A. For all acquisition, rehabilitation, and/or new construction projects the following items should

be addressed. This also includes supportive service projects, if applicable:

1. Describe the activities that will be undertaken to complete the project.
2. Indicate the type of structure to be used and the number of persons to be housed.
3. Indicate how the type and scale of the housing will fit the needs of the population.
4. Indicate whether the housing will be accessible to persons with disabilities in

accordance with applicable laws.
5. Indicate location and its accessibility to and the availability of community amenities

and transportation.
6. Indicate how residents safety will be ensured.
7. Include a map, preliminary site plan, photos, and housing unit floor plans.
8. Describe how clients will be helped to achieve self-sufficiency to the maximum extent

possible.

B. For supportive service projects, describe:

1. How the clients service and housing needs are assessed and tracked.
2. How the type and scale of the supportive services received by the clients will

adequately meet their needs.
3. Accessibility of supportive services to clients housing.

C. The following miscellaneous items should be addressed, if applicable:

1. For projects other than permanent housing, describe how clients will be assisted to
access permanent housing.

2. For transitional housing, indicate clients length of stay.
3. If the proposal is to develop a permanent housing structure with more than 16 units,

describe how local market conditions necessitate the development of a project of this
size. Also explain how the housing will be integrated into the neighborhood.

4. If the project is considered “innovative”, describe how the project represents an
approach that is new to the area, whether it is a sensible model for others, and
whether it can be replicated in other communities.

D. Describe the performance measures that will be used for specified goals; also describe how
success will be measured in meeting each of the goals. How will your agency and OCD know
that the program for which you are requesting HOPWA support is making a difference in the
quality of life for people living with HIV/AIDS?

E. Provide a projected time line from time of award to project start date.
Note: The project sponsor must execute a contract with the City-Parish prior to funds
becoming available. Other requirements may also affect the timing of the project, therefore,
please take all of these factors into account in order to establish a realistic schedule.
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9. PROJECT FUNDING
A. The following outlines the appropriate budget forms that should be completed and submitted

as part of this application:

Activity Forms
Operating Budget Summary (Rental Income) Exhibits 1A
Operating Budget Summary (Expenses) Exhibits 1A
Project Operating Budget Summary Exhibits 1B
Project Development Budget Summary Exhibits 2

Any required attachments should follow the appropriate exhibit. City-Parish OCD reserves the right
to verify any and all information.

EXHIBIT 1A - Operating Budget Summary for Housing Development Projects
Estimate all income and expenses for the project in the first, fifth, and fifteenth operating years.
Vacancy rates should be computed at five (5) percent, increases in income at two (2) percent annually,
and increases in expenses at four (4) percent annually. Monthly Rent per Unit figures should include
the utility allowances.  Attachment B outlines utility allowances.

Required Attachments:
1) 15 Year Annual Pro Forma
2) Replacement Reserve Analysis - A breakdown of the age of all major systems in the

development (the roof, plumbing, etc.), the expected life of these systems, and the amount of
funds that will be set aside annually so that the necessary funding will be available to replace
these systems.

EXHIBIT 1B - Project Operating Budget
This form compares the project costs with your plan for financing the project.

é First, enter project cost estimates for each budget category in the "Project Cost
Estimates"column. Total the estimates in the "Total Project Cost" cell.

é Second, use the remainder of the columns to indicate the sources through which the project
will be funded. Columns for this Housing NOFA request (OCD NOFA Funds) and your
organization's contribution (Applicant's Funds) have already been labeled. For each funding
source, indicate the budget categories for which the funds will be used and the status of that
funding (i.e., whether the funds are committed, pending, or have not yet been requested).
Attach documentation verifying the status of the funding as well. Total the funding from each
source in the bottom cell of each column.

é Third, add the different source totals together. This number should equal the number you have
in the "Total Project Cost" cell.

Required Attachments:
1) Funding Source Commitment Documentation

EXHIBIT 2 - Project Development Budget Summary
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Refer to the instructions for Exhibit 1B. Budget categories are defined in Attachment C.

Required Attachments:
1) Funding Source Commitment Documentation
2) Line Item Budget Category Breakdowns - All items listed in Attachment C must be accounted

for in your breakdown.

B-C. Self-explanatory

10. APPLICANT EXPERIENCE
A-E. Self-explanatory

11. ATTACHMENTS
Self-explanatory

12. AUTHORIZATION
Self-explanatory

13. CERTIFICATION
Self-explanatory

Required Attachments:
1) Project/Budget Summary 



19

NOFA Application Checklist

Review your application for completeness using this list.

_____ One signed original and one signed copy of the application and all submittals
Original: In a ring binder or clipped
One Copy: Stapled or clipped

_____ Completed NOFA Application and/or Continuation Form, including the following attachments:

ìA.  Board Resolution approving submittal of this application
ìB. *Evidence of site control
ìC. *Location map, site plan, floor plan, photos
ìD. *Opinion of Value or appraisal (less than 3 months old), preliminary title report
ìE. Project Schedule
ìF. Nonprofit Status (IRS letter)
ìG. State Incorporation Certificate
ìH. Board of Directors Roster
ìI. *Partnership Agreement (if applicable)
ìJ. Audit Report; Audited financial statements (less than 1 year old)
ìK. *Tax Credit Application (if applicable)
ìL. Community Support Letters/Need Statements

*Applies only to acquisition, rehabilitation, or new construction projects
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Submission Instructions

Proposal Deadline Date and Time: 5:00 p.m., Monday, April 28, 2003

One original and one (1) copy of the complete application, including exhibits, attachments, and any other
required documentation, must be received by the Office of  Community Development at the address below. 

For Drop-Off For Mail Delivery
Office of Community Development Office of Community Development
300 Louisiana Avenue P.O. Box 1471
Second Floor Baton Rouge, LA 70821
Baton Rouge, LA 70802 Attn:   HOPWA RFP

Dropped Off application will be accepted until the close of business on the deadline date, 5:00 p.m., April 28,
2003. Mailed applications will be accepted provided that they are post marked by midnight of the deadline and
received no later than three (3) working days later. Please be advised of the following:

  1) Deadlines are firm.

  2) Late proposals will not  be accepted. 

 3) It is the sole responsibility of the applicant to insure that the deadline is met. 

 4) Proposals delayed by the mail will be considered late and will not  be accepted. 

 5) Applications transmitted via fax will not be accepted.

If you have any questions about how to complete the forms, contact Mrs. Carolyn Breaux or Ms. Sharon
Craven at (225) 389-3039.
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CITY OF BATON ROUGE - PARISH OF EAST BATON ROUGE
OFFICE OF COMMUNITY DEVELOPMENT

HOUSING AND SUPPORTIVE SERVICES APPLICATION

Housing Opportunities for Persons With AIDS (HOPWA) Program

1. PROJECT TITLE:

2. APPLICANT:

Address:

Phone: Fax:

Contact:

Phone: Email:

AUTHORIZED SIGNATURE:

3. ORGANIZATIONAL STATUS (Check all that apply):

î Nonprofit î Public Entity î Private Entity

4. ORGANIZATIONAL DESCRIPTION

5. SUMMARY OF FUNDING REQUEST (List by funding source ** and general activity):
Funding period ______ Months FROM ______________________ to ___________________________

HOPWA CDBG ESG HOME OTHER TOTAL

Acquistion

Rehabilitation

New Construction

Rental Assistance

Technical Assistance

Support Services

Operations

Administrative

TOTAL REQUEST $0.00 $0.00 $0.00 $0.00 $0.00 $0.00
*Only CBDOs can use CDBG
funds for new construction.

**Funding requests for
CDBG,ESG and HOME funds are
through a separate NOFA process. 
Please call (225) 389-3039 for
information

    TOTAL PROJECT
COST

$0.00



22

IF ADDITIONAL SPACE IS NEEDED FOR ANY OF THE ITEMS BELOW, ATTACH A SEPARATE SHEET
IMMEDIATELY BEHIND THE SHEET WITH THE ITEM AND CLEARLY NUMBER AND LABEL THE RESPONSE
.
   
6. TARGET POPULATION (Check all that apply):

ëHIV+ only
ëHIV/AIDS
ëAIDS only
ëHIV/Mentally ill
ëHIV/Substance Abuse
ëHIV/women and children
ëHIV/women and men, singles
ëHIV/families

7. NEEDS STATEMENT
A. Identify the population and area to be served:

B. Describe the need or problem to be addressed:

C. Describe how the project and/or service is consistent with the City-Parish Consolidated Plan.

8. PROJECT DESCRIPTION
A. Address/location of project site or program service area.:

List Tax Assessor's Parcel Number (if applicable):
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B. Provide a detailed description of the proposed project and/or proposed service.  Provide
description for each category of proposed funding e.g. rehab, operations, etc.

BUDGET and NARRATIVE DESCRIPTION:
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C. Describe how the proposed project/proposed service addresses the needs described in item 7B of  this
application.
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D. Project objectives (proposals for services, respond to the appropriate sections):
(1) Total number of housing units upon project completion OR  ___________

Total number of persons served when service is in place ___________
(2) Total number of assisted units upon project completion: ___________
(3) Total number of very low-income households or persons

(<35% of AMI) to be served: ___________
(4) Total number of low-income households or persons(36-50%

of AMI) to be served: ___________
(5) Total number of households or persons with incomes 51-

60% of AMI to be served:  ___________
(6) Total number of  moderate-income households or persons

(61-80% of AMI) to be served: ___________
(7) Total number of households or persons with incomes above

80%of AMI to be served: ___________
(8) Other project objectives: Use additional paper if necessary

See Attached Table

E. Submit a project schedule, listing specific work tasks and the time frame for their completion.

9. PROJECT FUNDING
A. Complete the appropriate project budget forms (Exhibits 1A/1B, 2) and provide any requested

documentation (i.e. Pro forma, Replacement Reserve Analysis, Funding Source Commitment
Documentation and Line Item Development Budget Category Breakdowns). For service
proposals, submit a line item budget and distinguish between administrative (staff salaries,
fringe benefits) and operating expenses. List all staff positions by name of position and pay
rate and number of  hours to be worked per week.

B. Describe any in-kind contributions to the project. Include the name(s) of the contributors, the
items or services that are being contributed and the value of the contribution.

C. Will the project/service continue after the end of the funding period? __________ If yes, what
sources of funding will be used for ongoing operations?
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D. IF HOPWA FUNDS ARE THE SOLE SOURCE OF FUNDS FOR THIS PROJECT, PLEASE EXPLAIN WHY.  WHAT
WILL THE IMPACT BE  IF YOUR PROGRAM IS NOT AWARDED HOPWA FUNDS?

10. APPLICANT EXPERIENCE
A. Describe your organization's experience in the provision of housing and services to low-

income households and to special needs households.

B. Provide names and qualifications of all key staff responsible for the development and
operations, if applicable, of the proposed project/proposed service. Please attached resumes.
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C. If a third-party consultant or other entity will be involved in developing, planning, or
managing your project/service, describe its role, experience, and ability, and describe the
contractual relationship with your organization.

D. List all projects and/or programs completed or underway by your organization. List
project/program name, current status with date of completion (if applicable), and the amounts
and sources of funding.

E. Describe the extent to which this proposal is a collaborative effort among different
organizations and how this will help achieve the goal of serving the largest number of
individuals in the metropolitan area. Include a discussion of the differences and similarities
of the collaborators.  
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11. ATTACHMENTS
Submit one (1) copy of each of the following:

é Audit of your organization (less than 1 year old)
é For acquisition, rehabilitation, and/or new construction projects,

- Evidence of site control
- Location map, site plan, floor plan, photos
- Opinion of Value or appraisal (less than 3 months old), preliminary title report
- Partnership Agreement (if applicable)

é For nonprofit organizations, proof of 501(c)(3) status

C  An up-to-date roster of the applicant's board of directors.

é  Community support letters/Needs Statement 
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12. AUTHORIZATION
Attach a resolution from your body authorizing submission of the application and designating a contact
person.

13. CERTIFICATION
I hereby certify, by signature below, that the information contained in this application is true and
correct to the best of my knowledge.

Date Signature

Typed Name and Title
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Attachments

! Attachment A - Income eligibility
! - Exhibit 1A Operating -Income
! - Exhibit 1A Operating -Expenses
! - Exhibit 1B Project Operating Budget
! - Exhibit 2 Project Development Budget
! Applicable OMB Circulars
! HOPWA Regulations 
C Form Project/Budget Summary
C Form HOPWA-03-01 Housing Information Services Working Budget
C Form HOPWA-03-02 Acquisition and Rehabilitation Working Budget
C Form HOPWA-03-03 Rental Assistance Working Budget
C Form HOPWA-03-04 Supportive Services Working Budget
C Form HOPWA-03-05 Operation Costs Working Budget
C Form HOPWA-03-06 Technical Assistance Working Budget
C Form HOPWA-03-07 Other Costs Working Budget
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Attachment “A”

OCD FY 2002 PROGRAM INCOME ELIGIBILITY LIMITS (MONTHLY INCOME | ANNUAL INCOME)
MEDIAN FAMILY IMCOME EFFECTIVE - 

Established
Income Limits

35'% of Area Median
Income

50'% of Area Median
Income

60'% of Area Median
Income

80'% of Area Median
Income

Household
Size Median Income

Monthly
Income

Annual
Income

Monthly
Income

Annual
Income

Monthly
Income

Annual
Income

Monthly
Income

Annual
Income

1 $34,400.00 $1,003.33 $12,040.00 $1,433.33 $17,200.00 $1,720.00 $20,640.00 $2,293.33 $27,520.00

2 $39,400.00 $1,149.17 $13,790.00 $1,641.67 $19,700.00 $1,970.00 $23,640.00 $2,626.67 $31,520.00

3 $44,300.00 $1,292.08 $15,505.00 $1,845.83 $22,150.00 $2,215.00 $26,580.00 $2,953.33 $35,440.00

4 $49,200.00 $1,435.00 $17,220.00 $2,050.00 $24,600.00 $2,460.00 $29,520.00 $3,280.00 $39,360.00

5 $53,100.00 $1,548.75 $18,585.00 $2,212.50 $26,550.00 $2,655.00 $31,860.00 $3,540.00 $42,480.00

6 $57,100.00 $1,665.42 $19,985.00 $2,379.17 $28,550.00 $2,855.00 $34,260.00 $3,806.67 $45,680.00

7 $61,000.00 $1,779.17 $21,350.00 $2,541.67 $30,500.00 $3,050.00 $36,600.00 $4,066.67 $48,800.00

8 $64,900.00 $1,892.92 $22,715.00 $2,704.17 $32,450.00 $3,245.00 $38,940.00 $4,326.67 $51,920.00
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EXHIBIT 1A - Operating Budget Summary for Housing Development Projects

PROJECT TITLE: APPLICANT:

INCOME

Rental Income

TYPE OF
UNIT

NUMBER OF
BEDROOMS

NUMBER OF
UNITS

MONTHLY
RENT PER

UNIT

MONTHLY
INCOME

ANNUAL
INCOME
(YEAR 1)

ANNUAL
INCOME
(YEAR 5)

ANNUAL
INCOME

(YEAR 15)

A

B

C

D

E

F

G

H

Gross Rental Income

Less Vacancy (5%)

SUBTOTAL

*Includes utility allowance

Other Income

TYPE
MONTHLY
INCOME

ANNUAL
INCOME
(YEAR 1)

ANNUAL
INCOME
(YEAR 5)

ANNUAL
INCOME

(YEAR 15)

SUBTOTAL

EFFECTIVE GROSS INCOME

ALSO INCLUDE A 15 YEAR ANNUAL PRO FORMA
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EXHIBIT 1A - Operating Budget Summary for Housing Development Projects

PROJECT TITLE: APPLICANT:

EXPENSES

BUDGET CATEGORIES
MONTHLY
EXPENSES

ANNUAL
EXPENSES 
(YEAR 1)

ANNUAL
EXPENSES 
(YEAR 1)

ANNUAL
EXPENSES
(YEAR 5)

ANNUAL
EXPENSES
(YEAR 15)

Management Fee (         %)

Utilities

Electricity

Garbage

Gas

Water & Sewer

Other:                                              

Salaries

Repairs & Maintenance

Other Expenses

Accounting & Legal

Advertising & marketing

Insurance

Operating Revenue

Replacement Reserve

Services:                                    

                                                   

Taxes

Miscellaneous:

                                                    

Total Expenses

Net Income

Less Other Debt Service 1. (     % on $         For         
Years)

2.(    % on $         For       Years)

3.(    % on $         For       Years)

Amount Available for OCD Debt Service

NET CASH FLOW

ALSO INCLUDE A REPLACEMENT RESERVE ANALYSIS
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EXHIBIT 1B - Project Operating Budget

PROJECT TITLE: APPLICANT:

Budget Categories
Project

Cost
Estimates

Sources of Funds

OCD Nofa Funds Applicant’s Funds 1. 2. 3.

Amount Status* Amount Status* Amount Status* Amount Status* Amount Status*

Administration

Communication

Equipment

Furnishings

Housing subsidies/vouchers

Insurance

Maintenance and Supplies

Professional Services

Rent

Security

Staff Costs

Utilities and fuels

Other:                 

Other:                 

SOURCE TOTAL

TOTAL
PROJECT
COST

*C = Committed Funds; P = Funds that have been applied for & decision is pending: N = Funds that have not yet been requested.

*Also include funding source commitment documentation 
and line item budget category breakdowns
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EXHIBIT 2 - Project Development Budget Summary

PROJECT TITLE: APPLICANT:

Budget Categories
Project

Cost
Estimates

Sources of Funds

OCD Nofa Funds Applicant’s Funds 1. 2. 3.

Amount Status* Amount Status* Amount Status* Amount Status* Amount Status*

Acquisition

Pre-Construction/
Pre-Rehabilitation

New Construction

Rehabilitation

Financing/Legal/
Contingency

Reserves

Other

SOURCE TOTAL

TOTAL
PROJECT
COST

*C = Committed Funds; P = Funds that have been applied for & decision is pending: N = Funds that have not yet been requested.

*Also include funding source commitment documentation 
and line item budget category breakdowns
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Attachment Form:  HOPWA-03-01 

1) Housing Information Services Working Budget 
    
Estimate for:_________________________________________________________________________________________________
                                      (Project Sponsor Name)

Period Covered: From: 01/01/04          To: 12/30/04

Housing Information Services
Cost Item

TOTAL
Funds Required

OTHER (Non-HOPWA)
Funds

Estimated HOPWA
Funds Carry-over

Proposed
HOPWA

Counseling Services

Informational Services

Housing Referral Services

Fair Housing Counseling

*Other Housing Information
Items

Total    

2) Resource Identification Working Budget 
Estimate for:________________________________________________________________________________________________
                                      (Project Sponsor Name)

Period Covered: From: 01/01/04         To: 12/30/04

Resource Identification
Cost Item

TOTAL
Funds Required

OTHER (Non-HOPWA)
Funds

Estimated HOPWA
Funds Carry-over

Proposed
HOPWA

Housing Development Research

Housing Feasibility Initiatives

*Other Resource Identification
Items

Total    
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            Attachment Form:  HOPWA-03-02

3) Acquisition and Rehabilitation Working Budget 
Estimate for:_________________________________________________________________________________________________
                                      (Project Sponsor Name)

Period Covered: From:01/01/04          To: 12/30/04

Acquisition and Rehabilitation
Cost Item

TOTAL
Funds Required

OTHER (Non-HOPWA)
Funds

Estimated HOPWA
Funds Carry-over

Proposed
HOPWA

Property Acquisition Costs

Facility Rehabilitation Costs

Facility Conversion Costs

Facility Repair Costs

Costs of Leases

*Other Acquisition and
Rehabilitation Items

Total    

4) New Construction Working Budget 
*for Single Room Occupancy (SRO) dwellings and community residences only.

 
Estimate for:_________________________________________________________________________________________________
                                      (Project Sponsor Name)

Period Covered: From: 01/01/04          To: 12/30/04

New Construction
Cost Item

TOTAL
Funds Required

OTHER (Non-HOPWA)
Funds

Estimated HOPWA
Funds Carry-over

Proposed
HOPWA

Costs for SRO New Construction

Housing Feasibility Initiatives

*Other New Construction
Items

Total    
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Attachment Form:  HOPWA-03-03          
                                                                                                                                                                                                     

5) Rental Assistance Working Budget 
*Project or Tenant Based Rental Assistance.

Estimate for:__________________________________________________________________________________________________
                                      (Project Sponsor Name)

Period Covered: From: 01/01/04          To: 12/30/04

Rental Assistance
Cost Item

TOTAL
Funds Required

OTHER (Non-HOPWA)
Funds

Estimated HOPWA
Funds Carry-over

Proposed
HOPWA

Project Based Rental Assistance

Tenant Based Rental Assistance

Assistance for Shared Housing
Arrangements

*Other Rental Assistance
Items

Total    

6) Homeless Prevention Assistance Working Budget 
Estimate for:_________________________________________________________________________________________________
                                      (Project Sponsor Name)

Period Covered: From: 01/01/04          To: 12/30/04

Homeless Prevention Assistance
Cost Item

TOTAL
Funds Required

OTHER (Non-HOPWA)
Funds

Estimated HOPWA
Funds Carry-over

Proposed
HOPWA

Short-term Rental / Mortgage
Assistance

Utility Costs Assistance

*Other Homeless Prevention
Items

Total    
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Attachment Form:  HOPWA-03-04

7) Supportive Services Working Budget 
Estimate for:__________________________________________________________________________________________________
                                      (Project Sponsor Name)

Period Covered: From: 01/01/04          To: 12/30/04

Supportive Services
Cost Item

TOTAL
Funds Required

OTHER (Non-HOPWA)
Funds

Estimated HOPWA
Funds Carry-over

Proposed
HOPWA

Health and Mental Health
Assesment Costs

Permanent Housing Placement

Drug and Alcohol Abuse
Counseling and Treatment Costs

Day Care Assistance Costs

Personal Assistance Costs

Nutritional Services Costs

Intensive Care Services (when
required) Costs

Assistance in Gaining Access to
Other Benefits and Services

*Other Supportive Services
Items

Totals    
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Attachment Form:  HOPWA-03-05

8) Operation Costs Working Budget 
Estimate for:__________________________________________________________________________________________________
                                      (Project Sponsor Name)

Period Covered: From: 01/01/04          To: 12/30/04

Operating Costs
Cost Item

TOTAL
Funds Required

OTHER (Non-HOPWA)
Funds

Estimated HOPWA
Funds Carry-over

Proposed
HOPWA

Utility Costs

Insurance Costs

Rent and Housing Costs

Incidental Repiar Costs

Maintenance Costs

Security Costs

Housing Operational Costs

Furnishings Costs

Equipment Costs

Supply Costs

*Other Operational Costs
Items

Totals    
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Attachment Form:  HOPWA-03-06

9) Technical Assistance Working Budget 
In establishing and operating a community residence

Estimate for:__________________________________________________________________________________________________
                                      (Project Sponsor Name)

Period Covered: From: 01/01/04         To: 12/30/04

Technical Assistance
Cost Item

TOTAL
Funds Required

OTHER (Non-HOPWA)
Funds

Estimated HOPWA
Funds Carry-over

Proposed
HOPWA

Planning and Other Pre-
Development Costs

Community Outreach and
Educational Services Costs

*Other Technical Assistance
Items

Totals    

10) Administrative Expenses Working Budget 
*Each project sponsor receiving amounts for HOPWA grants  may not use more than 7% of the grant amount for its own administrative costs

Estimate for:__________________________________________________________________________________________________
                                      (Project Sponsor Name)

Period Covered: From: 01/01/04          To: 12/30/04

Administrative Expenses
Cost Item

TOTAL
Funds Required

OTHER (Non-HOPWA)
Funds

Estimated HOPWA
Funds Carry-over

Proposed
HOPWA

Administrative Expense Costs

Totals    



Attachment Form:  HOPWA-03-07

11) Other Costs Working Budget 
Any other activity approved by HUD by the proposed by the applicant

Estimate for:__________________________________________________________________________________________________
                                      (Project Sponsor Name)

Period Covered: From: 01/01/04          To: 12/30/04*

Other Activity Costs
Cost Item

TOTAL
Funds Required

OTHER (Non-HOPWA)
Funds

Estimated HOPWA
Funds Carry-over

Proposed
HOPWA

Totals    

Scattered Site Housing Activity Information
1.  Unit Count by Payment Type:

Single Room
Occupancy

0 Bedrooms 1 Bedrooms 2 Bedrooms 3 Bedrooms 4 Bedrooms 5 Bedrooms

Number of
Units

2. Rent Per Unit
Single Room
Occupancy

0 Bedrooms 1 Bedrooms 2 Bedrooms 3 Bedrooms 4 Bedrooms 5 Bedrooms

Rent Amount



(2) Normally, an indirect cost category will be considered closed once it has been allocated to other
cost objectives, and costs shall not be subsequently allocated to it. However, a cross allocation of
costs between two or more indirect costs categories could be used if such allocation will result in a
more equitable allocation of costs. If a cross allocation is used, an appropriate modification to the
composition of the indirect cost categories is required.

e. Application of indirect cost rate or rates. Except where a special indirect cost rate(s) is required
in accordance with subparagraph D.5, the separate groupings of indirect costs allocated to each
major function shall be aggregated and treated as a common pool for that function. The costs in the
common pool shall then be distributed to individual awards included in that function by use of a single
indirect cost rate.

f. Distribution basis. Indirect costs shall be distributed to applicable sponsored awards and other
benefitting activities within each major function on the basis of MTDC. MTDC consists of all salaries
and wages, fringe benefits, materials and supplies, services, travel, and subgrants and subcontracts
up to the first $25,000 of each subgrant or subcontract (regardless of the period covered by the
subgrant or subcontract). Equipment, capital expenditures, charges for patient care, rental costs and
the portion in excess of $25,000 shall be excluded from MTDC. Participant support costs shall
generally be excluded from MTDC. Other items may only be excluded when the Federal cost
cognizant agency determines that an exclusion is necessary to avoid a serious inequity in the
distribution of indirect costs.

g. Individual Rate Components. An indirect cost rate shall be determined for each separate indirect
cost pool developed. The rate in each case shall be stated as the percentage which the amount of the
particular indirect cost pool is of the distribution base identified with that pool. Each indirect cost rate
negotiation or determination agreement shall include development of the rate for each indirect cost
pool as well as the overall indirect cost rate. The indirect cost pools shall be classified within two
broad categories: "Facilities" and "Administration," as described in subparagraph C.3.

4. Direct allocation method.

a. Some non-profit organizations treat all costs as direct costs except general administration and
general expenses. These organizations generally separate their costs into three basic categories: (i)
General administration and general expenses, (ii) fundraising, and (iii) other direct functions
(including projects performed under Federal awards). Joint costs, such as depreciation, rental costs,
operation and maintenance of facilities, telephone expenses, and the like are prorated individually as
direct costs to each category and to each award or other activity using a base most appropriate to the
particular cost being prorated.

b. This method is acceptable, provided each joint cost is prorated using a base which accurately
measures the benefits provided to each award or other activity. The bases must be established in
accordance with reasonable criteria, and be supported by current data. This method is compatible
with the Standards of Accounting and Financial Reporting for Voluntary Health and Welfare
Organizations issued jointly by the National Health Council, Inc., the National Assembly of Voluntary
Health and Social Welfare Organizations, and the United Way of America.



c. Under this method, indirect costs consist exclusively of general administration and general
expenses. In all other respects, the organization's indirect cost rates shall be computed in the same
manner as that described in subparagraph 2.

5. Special indirect cost rates. In some instances, a single indirect cost rate for all activities of an
organization or for each major function of the organization may not be appropriate, since it would
not take into account those different factors which may substantially affect the indirect costs
applicable to a particular segment of work. For this purpose, a particular segment of work may be
that performed under a single award or it may consist of work under a group of awards performed
in a common environment. These factors may include the physical location of the work, the level of
administrative support required, the nature of the facilities or other resources employed, the scientific
disciplines or technical skills involved, the organizational arrangements used, or any combination
thereof. When a particular segment of work is performed in an environment which appears to
generate a significantly different level of indirect costs, provisions should be made for a separate
indirect cost pool applicable to such work. The separate indirect cost pool should be developed
during the course of the regular allocation process, and the separate indirect cost rate resulting
therefrom should be used, provided it is determined that (i) the rate differs significantly from that
which would have been obtained under subparagraphs 2, 3, and 4, and (ii) the volume of work to
which the rate would apply is material.

E. Negotiation and Approval of Indirect Cost Rates 

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

a. Cognizant agency means the Federal agency responsible for negotiating and approving indirect
cost rates for a non-profit organization on behalf of all Federal agencies.
b. Predetermined rate means an indirect cost rate, applicable to a specified current or future period,
usually the organization's fiscal year. The rate is based on an estimate of the costs to be incurred
during the period. A predetermined rate is not subject to adjustment.
c. Fixed rate means an indirect cost rate which has the same characteristics as a predetermined rate,
except that the difference between the estimated costs and the actual costs of the period covered by
the rate is carried forward as an adjustment to the rate computation of a subsequent period.
d. Final rate means an indirect cost rate applicable to a specified past period which is based on the
actual costs of the period. A final rate is not subject to adjustment.
e. Provisional rate or billing rate means a temporary indirect cost rate applicable to a specified period
which is used for funding, interim reimbursement, and reporting indirect costs on awards pending the
establishment of a final rate for the period.
f. Indirect cost proposal means the documentation prepared by an organization to substantiate its
claim for the reimbursement of indirect costs. This proposal provides the basis for the review and
negotiation leading to the establishment of an organization's indirect cost rate.
g. Cost objective means a function, organizational subdivision, contract, grant, or other work unit
for which cost data are desired and for which provision is made to accumulate and measure the cost
of processes, projects, jobs and capitalized projects.

2. Negotiation and approval of rates.



a. Unless different arrangements are agreed to by the agencies concerned, the Federal agency with
the largest dollar value of awards with an organization will be designated as the cognizant agency for
the negotiation and approval of the indirect cost rates and, where necessary, other rates such as fringe
benefit and computer charge-out rates. Once an agency is assigned cognizance for a particular
non-profit organization, the assignment will not be changed unless there is a major long-term shift
in the dollar volume of the Federal awards to the organization. All concerned Federal agencies shall
be given the opportunity to participate in the negotiation process but, after a rate has been agreed
upon, it will be accepted by all Federal agencies. When a Federal agency has reason to believe that
special operating factors affecting its awards necessitate special indirect cost rates in accordance with
subparagraph D.5, it will, prior to the time the rates are negotiated, notify the cognizant agency.
b. A non-profit organization which has not previously established an indirect cost rate with a Federal
agency shall submit its initial indirect cost proposal immediately after the organization is advised that
an award will be made and, in no event, later than three months after the effective date of the award.
c. Organizations that have previously established indirect cost rates must submit a new indirect cost
proposal to the cognizant agency within six months after the close of each fiscal year.
d. A predetermined rate may be negotiated for use on awards where there is reasonable assurance,
based on past experience and reliable projection of the organization's costs, that the rate is not likely
to exceed a rate based on the organization's actual costs.
e. Fixed rates may be negotiated where predetermined rates are not considered appropriate. A fixed
rate, however, shall not be negotiated if (i) all or a substantial portion of the organization's awards
are expected to expire before the carry-forward adjustment can be made; (ii) the mix of Federal and
non-Federal work at the organization is too erratic to permit an equitable carry-forward adjustment;
or (iii) the organization's operations fluctuate significantly from year to year.

f. Provisional and final rates shall be negotiated where neither predetermined nor fixed rates are
appropriate.
g. The results of each negotiation shall be formalized in a written agreement between the cognizant
agency and the non-profit organization. The cognizant agency shall distribute copies of the agreement
to all concerned Federal agencies.
h. If a dispute arises in a negotiation of an indirect cost rate between the cognizant agency and the
non-profit organization, the dispute shall be resolved in accordance with the appeals procedures of
the cognizant agency.
i. To the extent that problems are encountered among the Federal agencies in connection with the
negotiation and approval process, OMB will lend assistance as required to resolve such problems in
a timely manner.
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SELECTED ITEMS OF COST

Paragraphs 1 through 56 provide principles to be applied in establishing the allowability of certain
items of cost. These principles apply whether a cost is treated as direct or indirect. Failure to mention
a particular item of cost is not intended to imply that it is unallowable; rather, determination as to
allowability in each case should be based on the treatment or principles provided for similar or related
items of cost.

1. Advertising and public relations costs.

a. The term advertising costs means the costs of advertising media and corollary administrative costs.
Advertising media include magazines, newspapers, radio and television programs, direct mail,
exhibits, and the like.

b. The term public relations includes community relations and means those activities dedicated to
maintaining the image of the organization or maintaining or promoting understanding and favorable
relations with the community or public at large or any segment of the public.

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

(1) The recruitment of personnel required for the performance by the organization of obligations
arising under a sponsored award, when considered in conjunction with all other recruitment costs,
as set forth in paragraph 44 ("Recruiting costs");

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

(3) The disposal of scrap or surplus materials acquired in the performance of a sponsored award
except when organizations are reimbursed for disposal costs at a predetermined amount in accordance
with OMB Circular A-110, Sec.___.34, "Equipment"; or

(4) Other specific purposes necessary to meet the requirements of the sponsored award.

d. The only allowable public relations costs are:

(1) Costs specifically required by sponsored awards;



(2) Costs of communicating with the public and press pertaining to specific activities or
accomplishments which result from performance of sponsored awards (these costs are considered
necessary as part of the outreach effort for the sponsored awards); or

(3) Costs of conducting general liaison with news media and government public relations officers, to
the extent that such activities are limited to communication and liaison necessary to keep the public
informed on matters of public concern, such as notices of contract/grant awards, financial matters,
etc.

e. Costs identified in subparagraphs c and d if incurred for more than one sponsored award or for
both sponsored work and other work of the organization, are allowable to the extent that the
principles in paragraphs B ("Direct Costs") and C ("Indirect Costs") of Attachment A are
observed.

f. Unallowable advertising and public relations costs include the following:

(1) All advertising and public relations costs other than as specified in subparagraphs c, d, and e;

(2) Costs of meetings or other events related to fund raising or other organizational activities
including:

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

(ii) Costs of meeting rooms, hospitality suites, and other special facilities used in conjunction with
shows and other special events; and

(iii) Salaries and wages of employees or cost of services engaged in setting up and displaying exhibits,
making demonstrations, and providing briefings;

(3) Costs of promotional items and memorabilia, including models, gifts, and souvenirs;

(4) Costs of advertising and public relations designed solely to promote the organization.

2. Alcoholic beverages. Costs of alcoholic beverages are unallowable.
  3. Bad debts. Bad debts, including losses (whether actual or estimated) arising from uncollectible
accounts and other claims, related collection costs, and related legal costs, are unallowable.

4. Bid and proposal costs. (reserved)

5. Bonding costs.

a. Bonding costs arise when the Federal Government requires assurance against financial loss to itself
or others by reason of the act or default of the organization. They arise also in instances where the
organization requires similar assurance. Included are such bonds as bid, performance, payment,
advance payment, infringement, and fidelity bonds.



b. Costs of bonding required pursuant to the terms of the award are allowable.
c. Costs of bonding required by the organization in the general conduct of its operations are allowable
to the extent that such bonding is in accordance with sound business practice and the rates and
premiums are reasonable under the circumstances.

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. Definition. Compensation for personal services includes all compensation paid currently or accrued
by the organization for services of employees rendered during the period of the award (except as
otherwise provided in subparagraph h). It includes, but is not limited to, salaries, wages, director's
and executive committee member's fees, incentive awards, fringe benefits, pension plan costs,
allowances for off-site pay, incentive pay, location allowances, hardship pay, and cost of living
differentials.
b. Allowability. Except as otherwise specifically provided in this paragraph, the costs of such
compensation are allowable to the extent that:
(1) Total compensation to individual employees is reasonable for the services rendered and conforms
to the established policy of the organization consistently applied to both Federal and non-Federal
activities; and
(2) Charges to awards whether treated as direct or indirect costs are determined and supported as
required in this paragraph.
c. Reasonableness.
(1) When the organization is predominantly engaged in activities other than those sponsored by the
Federal Government, compensation for employees on federally-sponsored work will be considered
reasonable to the extent that it is consistent with that paid for similar work in the organization's other
activities.

(2) When the organization is predominantly engaged in federally-sponsored activities and in cases
where the kind of employees required for the Federal activities are not found in the organization's
other activities, compensation for employees on federally-sponsored work will be considered
reasonable to the extent that it is comparable to that paid for similar work in the labor markets in
which the organization competes for the kind of employees involved.
d. Special considerations in determining allowability. Certain conditions require special
consideration and possible limitations in determining costs under Federal awards where amounts or
types of compensation appear unreasonable. Among such conditions are the following:
(1) Compensation to members of non-profit organizations, trustees, directors, associates, officers,
or the immediate families thereof. Determination should be made that such compensation is
reasonable for the actual personal services rendered rather than a distribution of earnings in excess
of costs.
(2) Any change in an organization's compensation policy resulting in a substantial increase in the
organization's level of compensation, particularly when it was concurrent with an increase in the ratio
of Federal awards to other activities of the organization or any change in the treatment of allowability
of specific types of compensation due to changes in Federal policy.



e. Unallowable costs. Costs which are unallowable under other paragraphs of this Attachment shall
not be allowable under this paragraph solely on the basis that they constitute personal compensation.
f. Fringe benefits.
(1) Fringe benefits in the form of regular compensation paid to employees during periods of
authorized absences from the job, such as vacation leave, sick leave, military leave, and the like, are
allowable, provided such costs are absorbed by all organization activities in proportion to the relative
amount of time or effort actually devoted to each.
(2) Fringe benefits in the form of employer contributions or expenses for social security, employee
insurance, workmen's compensation insurance, pension plan costs (see subparagraph h), and the
like, are allowable, provided such benefits are granted in accordance with established written
organization policies. Such benefits whether treated as indirect costs or as direct costs, shall be
distributed to particular awards and other activities in a manner consistent with the pattern of benefits
accruing to the individuals or group of employees whose salaries and wages are chargeable to such
awards and other activities.
(3) (a) Provisions for a reserve under a self-insurance program for unemployment compensation or
workers' compensation are allowable to the extent that the provisions represent reasonable estimates
of the liabilities for such compensation, and the types of coverage, extent of coverage, and rates and
premiums would have been allowable had insurance been purchased to cover the risks. However,
provisions for self-insured liabilities which do not become payable for more than one year after the
provision is made shall not exceed the present value of the liability.
(b) Where an organization follows a consistent policy of expensing actual payments to, or on behalf
of, employees or former employees for unemployment compensation or workers' compensation, such
payments are allowable in the year of payment with the prior approval of the awarding agency,
provided they are allocated to all activities of the organization.
(4) Costs of insurance on the lives of trustees, officers, or other employees holding positions of
similar responsibility are allowable only to the extent that the insurance represents additional
compensation. The costs of such insurance when the organization is named as beneficiary are
unallowable.

 g. Organization-furnished automobiles. That portion of the cost of organization-furnished
automobiles that relates to personal use by employees (including transportation to and from work)
is unallowable as fringe benefit or indirect costs regardless of whether the cost is reported as taxable
income to the employees. These costs are allowable as direct costs to sponsored award when
necessary for the performance of the sponsored award and approved by awarding agencies.

h. Pension plan costs.
(1) Costs of the organization's pension plan which are incurred in accordance with the established
policies of the organization are allowable, provided:
(a) Such policies meet the test of reasonableness;
(b) The methods of cost allocation are not discriminatory;
(c) The cost assigned to each fiscal year is determined in accordance with generally accepted
accounting principles (GAAP), as prescribed in Accounting Principles Board Opinion No. 8 issued
by the American Institute of Certified Public Accountants; and

(d) The costs assigned to a given fiscal year are funded for all plan participants within six months after



the end of that year. However, increases to normal and past service pension costs caused by a delay
in funding the actuarial liability beyond 30 days after each quarter of the year to which such costs are
assignable are unallowable.
(2) Pension plan termination insurance premiums paid pursuant to the Employee Retirement Income
Security Act (ERISA) of 1974 (Pub. L. 93-406) are allowable. Late payment charges on such
premiums are unallowable.
(3) Excise taxes on accumulated funding deficiencies and other penalties imposed under ERISA are
unallowable.
i. Incentive compensation. Incentive compensation to employees based on cost reduction, or
efficient performance, suggestion awards, safety awards, etc., are allowable to the extent that the
overall compensation is determined to be reasonable and such costs are paid or accrued pursuant to
an agreement entered into in good faith between the organization and the employees before the
services were rendered, or pursuant to an established plan followed by the organization so
consistently as to imply, in effect, an agreement to make such payment.
j. Overtime, extra-pay shift, and multi-shift premiums. See paragraph 32.
k. Severance pay. See paragraph 49.
l. Training and education costs. See paragraph 53.
m. Support of salaries and wages.
(1) Charges to awards for salaries and wages, whether treated as direct costs or indirect costs, will
be based on documented payrolls approved by a responsible official(s) of the organization. The
distribution of salaries and wages to awards must be supported by personnel activity reports, as
prescribed in subparagraph (2), except when a substitute system has been approved in writing by
the cognizant agency. (See subparagraph E.2 of Attachment A.)
(2) Reports reflecting the distribution of activity of each employee must be maintained for all staff
members (professionals and nonprofessionals) whose compensation is charged, in whole or in part,
directly to awards. In addition, in order to support the allocation of indirect costs, such reports must
also be maintained for other employees whose work involves two or more functions or activities if
a distribution of their compensation between such functions or activities is needed in the
determination of the organization's indirect cost rate(s) (e.g., an employee engaged part-time in
indirect cost activities and part-time in a direct function). Reports maintained by non-profit
organizations to satisfy these requirements must meet the following standards:
(a) The reports must reflect an after-the-fact determination of the actual activity of each employee.
Budget estimates (i.e., estimates determined before the services are performed) do not qualify as
support for charges to awards.
(b) Each report must account for the total activity for which employees are compensated and which
is required in fulfillment of their obligations to the organization.
(c) The reports must be signed by the individual employee, or by a responsible supervisory official
having first hand knowledge of the activities performed by the employee, that the distribution of
activity represents a reasonable estimate of the actual work performed by the employee during the
periods covered by the reports.
(d) The reports must be prepared at least monthly and must coincide with one or more pay periods.
(3) Charges for the salaries and wages of nonprofessional employees, in addition to the supporting
documentation described in subparagraphs (1) and (2), must also be supported by records
indicating the total number of hours worked each day maintained in conformance with Department
of Labor regulations implementing the Fair Labor Standards Act (FLSA) (29 CFR Part 516). For this



purpose, the term "nonprofessional employee" shall have the same meaning as "nonexempt
employee," under FLSA.
(4) Salaries and wages of employees used in meeting cost sharing or matching requirements on
awards must be supported in the same manner as salaries and wages claimed for reimbursement from
awarding agencies.

8. Contingency provisions. Contributions to a contingency reserve or any similar provision made
for events the occurrence of which cannot be foretold with certainty as to time, intensity, or with an
assurance of their happening, are unallowable. The term "contingency reserve" excludes self-insurance
reserves (see subparagraphs 7.f (3) and 22.a(2)(d); pension funds (see subparagraph 7.h); and
reserves for normal severance pay (see subparagraph 49.b(1)).

9. Contributions. Contributions and donations by the organization to others are unallowable.

10. Defense and prosecution of criminal and civil proceedings, claims, appeals and patent
infringement.

a. Definitions.

(1) Conviction, as used herein, means a judgment or a conviction of a criminal offense by any court
of competent jurisdiction, whether entered upon as a verdict or a plea, including a conviction due to
a plea of nolo contendere.

(2) Costs include, but are not limited to, administrative and clerical expenses; the cost of legal
services, whether performed by in-house or private counsel; and the costs of the services of
accountants, consultants, or others retained by the organization to assist it; costs of employees,
officers and trustees, and any similar costs incurred before, during, and after commencement of a
judicial or administrative proceeding that bears a direct relationship to the proceedings.

(3) Fraud, as used herein, means (i) acts of fraud corruption or attempts to defraud the Federal
Government or to corrupt its agents, (ii) acts that constitute a cause for debarment or suspension (as
specified in agency regulations), and (iii) acts which violate the False Claims Act, 31 U.S.C., sections
3729-3731, or the Anti-Kickback Act, 41 U.S.C., sections 51 and 54.

(4) Penalty does not include restitution, reimbursement, or compensatory damages.

(5) Proceeding includes an investigation.

b. (1) Except as otherwise described herein, costs incurred in connection with any criminal, civil or
administrative proceeding (including filing of a false certification) commenced by the Federal
Government, or a State, local or foreign government, are not allowable if the proceeding: (1) relates
to a violation of, or failure to comply with, a Federal, State, local or foreign statute or regulation by
the organization (including its agents and employees), and (2) results in any of the following
dispositions:



(a) In a criminal proceeding, a conviction.

(b) In a civil or administrative proceeding involving an allegation of fraud or similar misconduct, a
determination of organizational liability.

(c) In the case of any civil or administrative proceeding, the imposition of a monetary penalty.

(d) A final decision by an appropriate Federal official to debar or suspend the organization, to rescind
or void an award, or to terminate an award for default by reason of a violation or failure to comply
with a law or regulation.

(e) A disposition by consent or compromise, if the action could have resulted in any of the
dispositions described in (a), (b), (c) or (d).

(2) If more than one proceeding involves the same alleged misconduct, the costs of all such
proceedings shall be unallowable if any one of them results in one of the dispositions shown in
subparagraph b.(1).

c. If a proceeding referred to in subparagraph b is commenced by the Federal Government and is
resolved by consent or compromise pursuant to an agreement entered into by the organization and
the Federal Government, then the costs incurred by the organization in connection with such
proceedings that are otherwise not allowable under subparagraph b may be allowed to the extent
specifically provided in such agreement.

d. If a proceeding referred to in subparagraph b is commenced by a State, local or foreign
government, the authorized Federal official may allow the costs incurred by the organization for such
proceedings, if such authorized official determines that the costs were incurred as a result of (1) a
specific term or condition of a federally-sponsored award, or (2) specific written direction of an
authorized official of the sponsoring agency.

e. Costs incurred in connection with proceedings described in subparagraph b, but which are not
made unallowable by that subparagraph, may be allowed by the Federal Government, but only to the
extent that:

(1) The costs are reasonable in relation to the activities required to deal with the proceeding and the
underlying cause of action;

(2) Payment of the costs incurred, as allowable and allocable costs, is not prohibited by any other
provision(s) of the sponsored award;

(3) The costs are not otherwise recovered from the Federal Government or a third party, either
directly as a result of the proceeding or otherwise; and,

(4) The percentage of costs allowed does not exceed the percentage determined by an authorized
Federal official to be appropriate, considering the complexity of the litigation, generally accepted



principles governing the award of legal fees in civil actions involving the United States as a party, and
such other factors as may be appropriate. Such percentage shall not exceed 80 percent. However, if
an agreement reached under subparagraph c has explicitly considered this 80 percent limitation and
permitted a higher percentage, then the full amount of costs resulting from that agreement shall be
allowable.

f. Costs incurred by the organization in connection with the defense of suits brought by its employees
or ex-employees under section 2 of the Major Fraud Act of 1988 (Pub. L. 100-700), including the
cost of all relief necessary to make such employee whole, where the organization was found liable
or settled, are unallowable.

g. Costs of legal, accounting, and consultant services, and related costs, incurred in connection with
defense against Federal Government claims or appeals, antitrust suits, or the prosecution of claims
or appeals against the Federal Government, are unallowable.

h. Costs of legal, accounting, and consultant services, and related costs, incurred in connection with
patent infringement litigation, are unallowable unless otherwise provided for in the sponsored awards.

i. Costs which may be unallowable under this paragraph, including directly associated costs, shall be
segregated and accounted for by the organization separately. During the pendency of any proceeding
covered by subparagraphs b and f, the Federal Government shall generally withhold payment of
such costs. However, if in the best interests of the Federal Government, the Federal Government may
provide for conditional payment upon provision of adequate security, or other adequate assurance,
and agreements by the organization to repay all unallowable costs, plus interest, if the costs are
subsequently determined to be unallowable.

11. Depreciation and use allowances.

a. Compensation for the use of buildings, other capital improvements, and equipment on hand may
be made through use allowances or depreciation. However, except as provided in subparagraph f,
a combination of the two methods may not be used in connection with a single class of fixed assets
(e.g., buildings, office equipment, computer equipment, etc.).
b. The computation of use allowances or depreciation shall be based on the acquisition cost of the
assets involved. The acquisition cost of an asset donated to the organization by a third party shall be
its fair market value at the time of the donation.
c. The computation of use allowances or depreciation will exclude:
(1) The cost of land;
(2) Any portion of the cost of buildings and equipment borne by or donated by the Federal
Government irrespective of where title was originally vested or where it presently resides; and
(3) Any portion of the cost of buildings and equipment contributed by or for the organization in
satisfaction of a statutory matching requirement.
d. Where the use allowance method is followed, the use allowance for buildings and improvement
(including land improvements, such as paved parking areas, fences, and sidewalks) will be computed
at an annual rate not exceeding two percent of acquisition cost. The use allowance for equipment will
be computed at an annual rate not exceeding six and two-thirds percent of acquisition cost. When the



use allowance method is used for buildings, the entire building must be treated as a single asset; the
building's components (e.g., plumbing system, heating and air conditioning, etc.) cannot be segregated
from the building's shell. The two percent limitation, however, need not be applied to equipment
which is merely attached or fastened to the building but not permanently fixed to it and which is used
as furnishings or decorations or for specialized purposes (e.g., dentist chairs and dental treatment
units, counters, laboratory benches bolted to the floor, dishwashers, carpeting, etc.). Such equipment
will be considered as not being permanently fixed to the building if it can be removed without the
need for costly or extensive alterations or repairs to the building or the equipment. Equipment that
meets these criteria will be subject to the six and two-thirds percent equipment use allowance
limitation.
e. Where depreciation method is followed, the period of useful service (useful life) established in each
case for usable capital assets must take into consideration such factors as type of construction, nature
of the equipment used, technological developments in the particular program area, and the renewal
and replacement policies followed for the individual items or classes of assets involved. The method
of depreciation used to assign the cost of an asset (or group of assets) to accounting periods shall
reflect the pattern of consumption of the asset during its useful life. In the absence of clear evidence
indicating that the expected consumption of the asset will be significantly greater or lesser in the early
portions of its useful life than in the later portions, the straight-line method shall be presumed to be
the appropriate method. Depreciation methods once used shall not be changed unless approved in
advance by the cognizant Federal agency. When the depreciation method is introduced for application
to assets previously subject to a use allowance, the combination of use allowances and depreciation
applicable to such assets must not exceed the total acquisition cost of the assets. When the
depreciation method is used for buildings, a building's shell may be segregated from each building
component (e.g., plumbing system, heating, and air conditioning system, etc.) and each item
depreciated over its estimated useful life; or the entire building (i.e., the shell and all components) may
be treated as a single asset and depreciated over a single useful life.
f. When the depreciation method is used for a particular class of assets, no depreciation may be
allowed on any such assets that, under subparagraph e, would be viewed as fully depreciated.
However, a reasonable use allowance may be negotiated for such assets if warranted after taking into
consideration the amount of depreciation previously charged to the Federal Government, the
estimated useful life remaining at time of negotiation, the effect of any increased maintenance charges
or decreased efficiency due to age, and any other factors pertinent to the utilization of the asset for
the purpose contemplated.
g. Charges for use allowances or depreciation must be supported by adequate property records and
physical inventories must be taken at least once every two years (a statistical sampling basis is
acceptable) to ensure that assets exist and are usable and needed. When the depreciation method is
followed, adequate depreciation records indicating the amount of depreciation taken each period must
also be maintained.

12. Donations.

a. Services received.
(1) Donated or volunteer services may be furnished to an organization by professional and technical
personnel, consultants, and other skilled and unskilled labor. The value of these services is not
reimbursable either as a direct or indirect cost.



(2) The value of donated services utilized in the performance of a direct cost activity shall be
considered in the determination of the organization's indirect cost rate(s) and, accordingly, shall be
allocated a proportionate share of applicable indirect costs when the following circumstances exist:

(a) The aggregate value of the services is material;
(b) The services are supported by a significant amount of the indirect costs incurred by the
organization;

(c) The direct cost activity is not pursued primarily for the benefit of the Federal Government,
(3) In those instances where there is no basis for determining the fair market value of the services
rendered, the recipient and the cognizant agency shall negotiate an appropriate allocation of indirect
cost to the services.
(4) Where donated services directly benefit a project supported by an award, the indirect costs
allocated to the services will be considered as a part of the total costs of the project. Such indirect
costs may be reimbursed under the award or used to meet cost sharing or matching requirements.
(5) The value of the donated services may be used to meet cost sharing or matching requirements
under conditions described in Sec.__.23 of Circular A-110. Where donated services are treated as
indirect costs, indirect cost rates will separate the value of the donations so that reimbursement will
not be made.
(6) Fair market value of donated services shall be computed as follows:
(a) Rates for volunteer services. Rates for volunteers shall be consistent with those regular rates
paid for similar work in other activities of the organization. In cases where the kinds of skills involved
are not found in other activities of the organization, the rates used shall be consistent with those paid
for similar work in the labor market in which the organization competes for such skills.
(b) Services donated by other organizations. When an employer donates the services of an
employee, these services shall be valued at the employee's regular rate of pay (exclusive of fringe
benefits and indirect costs), provided the services are in the same skill for which the employee is
normally paid. If the services are not in the same skill for which the employee is normally paid, fair
market value shall be computed in accordance with subparagraph (a).

b. Goods and space.
(1) Donated goods; i.e., expendable personal property/supplies, and donated use of space may be
furnished to an organization. The value of the goods and space is not reimbursable either as a direct
or indirect cost.

(2) The value of the donations may be used to meet cost sharing or matching share requirements
under the conditions described in Sec.__.23 of Circular A-110. The value of the donations shall be
determined in accordance with Sec.__.23 of Circular A-110. Where donations are treated as indirect
costs, indirect cost rates will separate the value of the donations so that reimbursement will not be
made.

13. Employee morale, health, and welfare costs and credits. The costs of house publications,
health or first-aid clinics, and/or infirmaries, recreational activities, employees' counseling services,
and other expenses incurred in accordance with the organization's established practice or custom for
the improvement of working conditions, employer-employee relations, employee morale, and



employee performance are allowable. Such costs will be equitably apportioned to all activities of the
organization. Income generated from any of these activities will be credited to the cost thereof unless
such income has been irrevocably set over to employee welfare organizations.

14. Entertainment costs. Costs of amusement, diversion, social activities, ceremonials, and costs
relating thereto, such as meals, lodging, rentals, transportation, and gratuities are unallowable (but
see paragraphs 13 and 30).

15. Equipment and other capital expenditures.

a. As used in this paragraph, the following terms have the meanings set forth below:
(1) "Equipment" means an article of nonexpendable, tangible personal property having a useful life
of more than one year and an acquisition cost which equals or exceeds the lesser of (a) the
capitalization level established by the organization for the financial statement purposes, or (b) $5000.
The unamortized portion of any equipment written off as a result of a change in capitalization levels
may be recovered by continuing to claim the otherwise allowable use allowances or depreciation on
the equipment, or by amortizing the amount to be written off over a period of years as negotiated
with the Federal cognizant agency.

(2) Acquisition cost means the net invoice unit price of an item of equipment, including the cost of
any modifications, attachments, accessories, or auxiliary apparatus necessary to make it usable for
the purpose for which it is acquired. Ancillary charges, such as taxes, duty, protective in-transit
insurance, freight, and installation shall be included in or excluded from acquisition cost in accordance
with the organization's regular written accounting practices.
(3) Special purpose equipment means equipment which is usable only for research, medical,
scientific, or technical activities. Examples of special purpose equipment include microscopes, x-ray
machines, surgical instruments, and spectrometers.
(4) General purpose equipment means equipment which is usable for other than research, medical,
scientific, or technical activities, whether or not special modifications are needed to make them
suitable for a particular purpose. Examples of general purpose equipment include office equipment
and furnishings, air conditioning equipment, reproduction and printing equipment, motor vehicles,
and automatic data processing equipment.
b. (1) Capital expenditures for general purpose equipment are unallowable as a direct cost except with
the prior approval of the awarding agency.
(2) Capital expenditures for special purpose equipment are allowable as direct costs, provided that
items with a unit cost of $5000 or more have the prior approval of awarding agency.

c. Capital expenditures for land or buildings are unallowable as a direct cost except with the prior
approval of the awarding agency.
d. Capital expenditures for improvements to land, buildings, or equipment which materially increase
their value or useful life are unallowable as a direct cost except with the prior approval of the
awarding agency.
e. Equipment and other capital expenditures are unallowable as indirect costs. However, see
paragraph 11 for allowability of use allowances or depreciation on buildings, capital improvements,
and equipment. Also, see paragraph 46 for allowability of rental costs for land, buildings, and



equipment.

16. Fines and penalties. Costs of fines and penalties resulting from violations of, or failure of the
organization to comply with Federal, State, and local laws and regulations are unallowable except
when incurred as a result of compliance with specific provisions of an award or instructions in writing
from the awarding agency.

17. Fringe benefits. See subparagraph 7.f.

18. Goods or services for personal use. Costs of goods or services for personal use of the
organization's employees are unallowable regardless of whether the cost is reported as taxable income
to the employees.

19. Housing and personal living expenses.

a. Costs of housing (e.g., depreciation, maintenance, utilities, furnishings, rent, etc.), housing
allowances and personal living expenses for/of the organization's officers are unallowable as fringe
benefit or indirect costs regardless of whether the cost is reported as taxable income to the
employees. These costs are allowable as direct costs to sponsored award when necessary for the
performance of the sponsored award and approved by awarding agencies.

b. The term "officers" includes current and past officers and employees.

20. Idle facilities and idle capacity.

a. As used in this paragraph, the following terms have the meanings set forth below:
(1) Facilities means land and buildings or any portion thereof, equipment individually or collectively,
or any other tangible capital asset, wherever located, and whether owned or leased by the
organization.
(2) Idle facilities means completely unused facilities that are excess to the organization's current
needs.
(3) Idle capacity means the unused capacity of partially used facilities. It is the difference between
that which a facility could achieve under 100 percent operating time on a one-shift basis less operating
interruptions resulting from time lost for repairs, setups, unsatisfactory materials, and other normal
delays, and the extent to which the facility was actually used to meet demands during the accounting
period. A multi-shift basis may be used if it can be shown that this amount of usage could normally
be expected for the type of facility involved.
(4) Costs of idle facilities or idle capacity means costs such as maintenance, repair, housing, rent,
and other related costs, e.g., property taxes, insurance, and depreciation or use allowances.
b. The costs of idle facilities are unallowable except to the extent that:
(1) They are necessary to meet fluctuations in workload; or
(2) Although not necessary to meet fluctuations in workload, they were necessary when acquired and
are now idle because of changes in program requirements, efforts to achieve more economical
operations, reorganization, termination, or other causes which could not have been reasonably
foreseen. Under the exception stated in this subparagraph, costs of idle facilities are allowable for a



reasonable period of time, ordinarily not to exceed one year, depending upon the initiative taken to
use, lease, or dispose of such facilities (but see subparagraphs 48.b and d).

c. The costs of idle capacity are normal costs of doing business and are a factor in the normal
fluctuations of usage or indirect cost rates from period to period. Such costs are allowable, provided
the capacity is reasonably anticipated to be necessary or was originally reasonable and is not subject
to reduction or elimination by subletting, renting, or sale, in accordance with sound business,
economics, or security practices. Widespread idle capacity throughout an entire facility or among a
group of assets having substantially the same function may be idle facilities.

21. Independent research and development. [Reserved]

22. Insurance and indemnification.

a. Insurance includes insurance which the organization is required to carry, or which is approved,
under the terms of the award and any other insurance which the organization maintains in connection
with the general conduct of its operations. This paragraph does not apply to insurance which
represents fringe benefits for employees (see subparagraphs 7.f and 7.h(2)).
(1) Costs of insurance required or approved, and maintained, pursuant to the award are allowable.
(2) Costs of other insurance maintained by the organization in connection with the general conduct
of its operations are allowable subject to the following limitations:
(a) Types and extent of coverage shall be in accordance with sound business practice and the rates
and premiums shall be reasonable under the circumstances.
(b) Costs allowed for business interruption or other similar insurance shall be limited to exclude
coverage of management fees.
(c) Costs of insurance or of any provisions for a reserve covering the risk of loss or damage to
Federal property are allowable only to the extent that the organization is liable for such loss or
damage.
(d) Provisions for a reserve under a self-insurance program are allowable to the extent that types of
coverage, extent of coverage, rates, and premiums would have been allowed had insurance been
purchased to cover the risks. However, provision for known or reasonably estimated self-insured
liabilities, which do not become payable for more than one year after the provision is made, shall not
exceed the present value of the liability.
(e) Costs of insurance on the lives of trustees, officers, or other employees holding positions of similar
responsibilities are allowable only to the extent that the insurance represents additional compensation
(see subparagraph 7.f(4)). The cost of such insurance when the organization is identified as the
beneficiary is unallowable.
(f) Insurance against defects. Costs of insurance with respect to any costs incurred to correct defects
in the organization's materials or workmanship are unallowable.

(g) Medical liability (malpractice) insurance. Medical liability insurance is an allowable cost of Federal
research programs only to the extent that the Federal research programs involve human subjects or
training of participants in research techniques. Medical liability insurance costs shall be treated as a
direct cost and shall be assigned to individual projects based on the manner in which the insurer
allocates the risk to the population covered by the insurance.



(3) Actual losses which could have been covered by permissible insurance (through the purchase of
insurance or a self-insurance program) are unallowable unless expressly provided for in the award,
except:
(a) Costs incurred because of losses not covered under nominal deductible insurance coverage
provided in keeping with sound business practice are allowable.
(b) Minor losses not covered by insurance, such as spoilage, breakage, and disappearance of supplies,
which occur in the ordinary course of operations, are allowable.
b. Indemnification includes securing the organization against liabilities to third persons and any other
loss or damage, not compensated by insurance or otherwise. The Federal Government is obligated
to indemnify the organization only to the extent expressly provided in the award.

23. Interest, fundraising, and investment management costs.

a. Interest.

(1) Costs incurred for interest on borrowed capital or temporary use of endowment funds, however
represented, are unallowable. However, interest on debt incurred after the effective date of this
revision to acquire or replace capital assets (including renovations, alterations, equipment, land, and
capital assets acquired through capital leases), acquired after the effective date of this revision and
used in support of sponsored agreements is allowable, provided that:
(a) For facilities acquisitions (excluding renovations and alterations) costing over $10 million where
the Federal Government's reimbursement is expected to equal or exceed 40 percent of an asset's cost,
the non-profit organization prepares, prior to the acquisition or replacement of the capital asset(s),
a justification that demonstrates the need for the facility in the conduct of federally-sponsored
activities. Upon request, the needs justification must be provided to the Federal agency with cost
cognizance authority as a prerequisite to the continued allowability of interest on debt and
depreciation related to the facility. The needs justification for the acquisition of a facility should
include, at a minimum, the following:
A statement of purpose and justification for facility acquisition or replacement
A statement as to why current facilities are not adequate
A statement of planned future use of the facility
A description of the financing agreement to be arranged for the facility
A summary of the building contract with estimated cost information and statement of source and use
of funds
A schedule of planned occupancy dates
(b) For facilities costing over $500,000, the non-profit organization prepares, prior to the acquisition
or replacement of the facility, a lease/purchase analysis in accordance with the provisions of Sec.
__.30 through __.37 of Circular A-110, which shows that a financed purchase or capital lease is less
costly to the organization than other leasing alternatives, on a net present value basis. Discount rates
used should be equal to the non-profit organization's anticipated interest rates and should be no higher
than the fair market rate available to the non-profit organization from an unrelated ("arm's length")
third-party. The lease/purchase analysis shall include a comparison of the net present value of the
projected total cost comparisons of both alternatives over the period the asset is expected to be used
by the non-profit organization. The cost comparisons associated with purchasing the facility shall
include the estimated purchase price, anticipated operating and maintenance costs (including property



taxes, if applicable) not included in the debt financing, less any estimated asset salvage value at the
end of the period defined above. The cost comparison for a capital lease shall include the estimated
total lease payments, any estimated bargain purchase option, operating and maintenance costs, and
taxes not included in the capital leasing arrangement, less any estimated credits due under the lease
at the end of the period defined above. Projected operating lease costs shall be based on the
anticipated cost of leasing comparable facilities at fair market rates under rental agreements that
would be renewed or reestablished over the period defined above, and any expected maintenance
costs and allowable property taxes to be borne by the non-profit organization directly or as part of
the lease arrangement.
(c) The actual interest cost claimed is predicated upon interest rates that are no higher than the fair
market rate available to the non-profit organization from an unrelated ("arm's length") third party.
(d) Investment earnings, including interest income, on bond or loan principal, pending payment of the
construction or acquisition costs, are used to offset allowable interest cost. Arbitrage earnings
reportable to the Internal Revenue Service are not required to be offset against allowable interest
costs.
(e) Reimbursements are limited to the least costly alternative based on the total cost analysis required
under subparagraph (b). For example, if an operating lease is determined to be less costly than
purchasing through debt financing, then reimbursement is limited to the amount determined if leasing
had been used. In all cases where a lease/purchase analysis is performed, Federal reimbursement shall
be based upon the least expensive alternative.

(f) Non-profit organizations are also subject to the following conditions:
(i) Interest on debt incurred to finance or refinance assets acquired before or reacquired after the
effective date of this Circular is not allowable.
(ii) For debt arrangements over $1 million, unless the non-profit organization makes an initial equity
contribution to the asset purchase of 25 percent or more, non-profit organizations shall reduce claims
for interest expense by an amount equal to imputed interest earnings on excess cash flow, which is
to be calculated as follows. Annually, non-profit organizations shall prepare a cumulative (from the
inception of the project) report of monthly cash flows that includes inflows and outflows, regardless
of the funding source. Inflows consist of depreciation expense, amortization of capitalized
construction interest, and annual interest expense. For cash flow calculations, the annual inflow
figures shall be divided by the number of months in the year (usually 12) that the building is in service
for monthly amounts. Outflows consist of initial equity contributions, debt principal payments (less
the pro rata share attributable to the unallowable costs of land) and interest payments. Where
cumulative inflows exceed cumulative outflows, interest shall be calculated on the excess inflows for
that period and be treated as a reduction to allowable interest expense. The rate of interest to be used
to compute earnings on excess cash flows shall be the three month Treasury Bill closing rate as of the
last business day of that month.
(iii) Substantial relocation of federally-sponsored activities from a facility financed by indebtedness,
the cost of which was funded in whole or part through Federal reimbursements, to another facility
prior to the expiration of a period of 20 years requires notice to the Federal cognizant agency. The
extent of the relocation, the amount of the Federal participation in the financing, and the depreciation
and interest charged to date may require negotiation and/or downward adjustments of replacement
space charged to Federal programs in the future.
(iv) The allowable costs to acquire facilities and equipment are limited to a fair market value available



to the non-profit organization from an unrelated ("arm's length") third party.
(2) For non-profit organizations subject to "full coverage"' under the Cost Accounting Standards
(CAS) as defined at 48 CFR 9903.201, the interest allowability provisions of subparagraph a do not
apply. Instead, these organizations' sponsored agreements are subject to CAS 414 (48 CFR
9903.414), cost of money as an element of the cost of facilities capital, and CAS 417 (48 CFR
9903.417), cost of money as an element of the cost of capital assets under construction.

(3) The following definitions are to be used for purposes of paragraph 23:
(a) Re-acquired assets means assets held by the non-profit organization prior to the effective date
of this revision that have again come to be held by the organization, whether through repurchase or
refinancing. It does not include assets acquired to replace older assets.

(b) Initial equity contribution means the amount or value of contributions made by non-Federal
entities for the acquisition of the asset or prior to occupancy of facilities.
(c) Asset costs means the capitalizable costs of an asset, including construction costs, acquisition
costs, and other such costs capitalized in accordance with GAAP.
b. Costs of organized fundraising, including financial campaigns, endowment drives, solicitation of
gifts and bequests, and similar expenses incurred solely to raise capital or obtain contributions are
unallowable.
c. Costs of investment counsel and staff and similar expenses incurred solely to enhance income from
investments are unallowable.
d. Fundraising and investment activities shall be allocated an appropriate share of indirect costs under
the conditions described in subparagraph B.3 of Attachment A.

24. Labor relations costs. Costs incurred in maintaining satisfactory relations between the
organization and its employees, including costs of labor management committees, employee
publications, and other related activities are allowable.

25. Lobbying.

a. Notwithstanding other provisions of this Circular, costs associated with the following activities are
unallowable:
(1) Attempts to influence the outcomes of any Federal, State, or local election, referendum, initiative,
or similar procedure, through in kind or cash contributions, endorsements, publicity, or similar
activity;
(2) Establishing, administering, contributing to, or paying the expenses of a political party, campaign,
political action committee, or other organization established for the purpose of influencing the
outcomes of elections;
(3) Any attempt to influence: (i) The introduction of Federal or State legislation; or (ii) the enactment
or modification of any pending Federal or State legislation through communication with any member
or employee of the Congress or State legislature (including efforts to influence State or local officials
to engage in similar lobbying activity), or with any Government official or employee in connection
with a decision to sign or veto enrolled legislation;
(4) Any attempt to influence: (i) The introduction of Federal or State legislation; or (ii) the enactment
or modification of any pending Federal or State legislation by preparing, distributing or using publicity



or propaganda, or by urging members of the general public or any segment thereof to contribute to
or participate in any mass demonstration, march, rally, fundraising drive, lobbying campaign or letter
writing or telephone campaign; or
(5) Legislative liaison activities, including attendance at legislative sessions or committee hearings,
gathering information regarding legislation, and analyzing the effect of legislation, when such
activities are carried on in support of or in knowing preparation for an effort to engage in unallowable
lobbying.

b. The following activities are excepted from the coverage of subparagraph a:
(1) Providing a technical and factual presentation of information on a topic directly related to the
performance of a grant, contract or other agreement through hearing testimony, statements or letters
to the Congress or a State legislature, or subdivision, member, or cognizant staff member thereof, in
response to a documented request (including a Congressional Record notice requesting testimony or
statements for the record at a regularly scheduled hearing) made by the recipient member, legislative
body or subdivision, or a cognizant staff member thereof; provided such information is readily
obtainable and can be readily put in deliverable form; and further provided that costs under this
section for travel, lodging or meals are unallowable unless incurred to offer testimony at a regularly
scheduled Congressional hearing pursuant to a written request for such presentation made by the
Chairman or Ranking Minority Member of the Committee or Subcommittee conducting such hearing.

(2) Any lobbying made unallowable by subparagraph a(3) to influence State legislation in order to
directly reduce the cost, or to avoid material impairment of the organization's authority to perform
the grant, contract, or other agreement.
(3) Any activity specifically authorized by statute to be undertaken with funds from the grant,
contract, or other agreement.
c. (1) When an organization seeks reimbursement for indirect costs, total lobbying costs shall be
separately identified in the indirect cost rate proposal, and thereafter treated as other unallowable
activity costs in accordance with the procedures of subparagraph B.3 of Attachment A.
(2) Organizations shall submit, as part of the annual indirect cost rate proposal, a certification that
the requirements and standards of this paragraph have been complied with.
(3) Organizations shall maintain adequate records to demonstrate that the determination of costs as
being allowable or unallowable pursuant to paragraph 25 complies with the requirements of this
Circular.
(4) Time logs, calendars, or similar records shall not be required to be created for purposes of
complying with this paragraph during any particular calendar month when: (1) the employee engages
in lobbying (as defined in subparagraphs (a) and (b)) 25 percent or less of the employee's
compensated hours of employment during that calendar month, and (2) within the preceding five-year
period, the organization has not materially misstated allowable or unallowable costs of any nature,
including legislative lobbying costs. When conditions (1) and (2) are met, organizations are not
required to establish records to support the allowabliliy of claimed costs in addition to records already
required or maintained. Also, when conditions (1) and (2) are met, the absence of time logs,
calendars, or similar records will not serve as a basis for disallowing costs by contesting estimates of
lobbying time spent by employees during a calendar month.
(5) Agencies shall establish procedures for resolving in advance, in consultation with OMB, any
significant questions or disagreements concerning the interpretation or application of paragraph 25.



Any such advance resolution shall be binding in any subsequent settlements, audits or investigations
with respect to that grant or contract for purposes of interpretation of this Circular; provided,
however, that this shall not be construed to prevent a contractor or grantee from contesting the
lawfulness of such a determination.

26. Losses on other awards. Any excess of costs over income on any award is unallowable as a cost
of any other award. This includes, but is not limited to, the organization's contributed portion by
reason of cost sharing agreements or any under-recoveries through negotiation of lump sums for, or
ceilings on, indirect costs.

27. Maintenance and repair costs. Costs incurred for necessary maintenance, repair, or upkeep of
buildings and equipment (including Federal property unless otherwise provided for) 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. Costs incurred for improvements which add to the
permanent value of the buildings and equipment or appreciably prolong their intended life shall be
treated as capital expenditures (see paragraph 15).

28. Materials and supplies. The costs of materials and supplies necessary to carry out an award are
allowable. Such costs should be charged at their actual prices after deducting all cash discounts, trade
discounts, rebates, and allowances received by the organization. Withdrawals from general stores or
stockrooms should be charged at cost under any recognized method of pricing consistently applied.
Incoming transportation charges may be a proper part of material cost. Materials and supplies
charged as a direct cost should include only the materials and supplies actually used for the
performance of the contract or grant, and due credit should be given for any excess materials or
supplies retained, or returned to vendors.

29. Meetings and conferences.

a. Costs associated with the conduct of meetings and conferences include the cost of renting facilities,
meals, speakers' fees, and the like. But see paragraph 14, Entertainment costs, and paragraph 34,
Participant support costs.
b. To the extent that these costs are identifiable with a particular cost objective, they should be
charged to that objective (see paragraph B of Attachment A). These costs are allowable, provided
that they meet the general tests of allowability, shown in paragraph A of Attachment A to this
Circular.
c. Costs of meetings and conferences held to conduct the general administration of the organization
are allowable.

30. Memberships, subscriptions, and professional activity costs.

a. Costs of the organization's membership in business, technical, and professional organizations are
allowable.

b. Costs of the organization's subscriptions to business, professional, and technical periodicals are
allowable.



c. Costs of meetings and conferences, when the primary purpose is the dissemination of technical
information, are allowable. This includes costs of meals, transportation, rental of facilities, and other
items incidental to such meetings or conferences.

d. Costs of membership in any civic or community organization are allowable with prior approval by
Federal cognizant agency.

e. Costs of membership in any country club or social or dining club or organization are unallowable.

31. Organization costs. Expenditures, such as incorporation fees, brokers' fees, fees to promoters,
organizers or management consultants, attorneys, accountants, or investment counselors, whether
or not employees of the organization, in connection with establishment or reorganization of an
organization, are unallowable except with prior approval of the awarding agency.

32. Overtime, extra-pay shift, and multi-shift premiums. Premiums for overtime, extra-pay shifts,
and multi-shift work are allowable only with the prior approval of the awarding agency except:

a. When necessary to cope with emergencies, such as those resulting from accidents, natural disasters,
breakdowns of equipment, or occasional operational bottlenecks of a sporadic nature.
b. When employees are performing indirect functions, such as administration, maintenance, or
accounting.

c. In the performance of tests, laboratory procedures, or other similar operations which are
continuous in nature and cannot reasonably be interrupted or otherwise completed.
d. When lower overall cost to the Federal Government will result.

33. Page charges in professional journals. Page charges for professional journal publications are
allowable as a necessary part of research costs, where:

a. The research papers report work supported by the Federal Government; and
b. The charges are levied impartially on all research papers published by the journal, whether or not
by federally-sponsored authors.

34. Participant support costs. Participant support costs are direct costs for items such as stipends
or subsistence allowances, travel allowances, and registration fees paid to or on behalf of participants
or trainees (but not employees) in connection with meetings, conferences, symposia, or training
projects. These costs are allowable with the prior approval of the awarding agency.

35. Patent costs.

a. Costs of (i) preparing disclosures, reports, and other documents required by the award and of
searching the art to the extent necessary to make such disclosures, (ii) preparing documents and any
other patent costs in connection with the filing and prosecution of a United States patent application
where title or royalty-free license is required by the Federal Government to be conveyed to the
Federal Government, and (iii) general counseling services relating to patent and copyright matters,



such as advice on patent and copyright laws, regulations, clauses, and employee agreements are
allowable (but see paragraph 39).
b. Cost of preparing disclosures, reports, and other documents and of searching the art to the extent
necessary to make disclosures, if not required by the award, are unallowable. Costs in connection with
(i) filing and prosecuting any foreign patent application, or (ii) any United States patent application,
where the award does not require conveying title or a royalty-free license to the Federal Government,
are unallowable (also see paragraph 47).

36. Pension plans. See subparagraph 7.h. 

37. Plant security costs. Necessary expenses incurred to comply with Federal security requirements
or for facilities protection, including wages, uniforms, and equipment of personnel are allowable.

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

39. Professional service costs.

a. Costs of professional and consultant services rendered by persons who are members of a particular
profession or possess a special skill, and who are not officers or employees of the organization, are
allowable, subject to subparagraphs b and c when reasonable in relation to the services rendered
and when not contingent upon recovery of the costs from the Federal Government.
b. In determining the allowability of costs in a particular case, no single factor or any special
combination of factors is necessarily determinative. However, the following factors are relevant:
(1) The nature and scope of the service rendered in relation to the service required.
(2) The necessity of contracting for the service, considering the organization's capability in the
particular area.
(3) The past pattern of such costs, particularly in the years prior to Federal awards.
(4) The impact of Federal awards on the organization's business (i.e., what new problems have
arisen).
(5) Whether the proportion of Federal work to the organization's total business is such as to influence
the organization in favor of incurring the cost, particularly where the services rendered are not of a
continuing nature and have little relationship to work under Federal grants and contracts.
(6) Whether the service can be performed more economically by direct employment rather than
contracting.
(7) The qualifications of the individual or concern rendering the service and the customary fees
charged, especially on non-Federal awards.
(8) Adequacy of the contractual agreement for the service (e.g., description of the service, estimate
of time required, rate of compensation, and termination provisions).
c. In addition to the factors in subparagraph b, retainer fees to be allowable must be supported by
evidence of bona fide services available or rendered.



40. Profits and losses on disposition of depreciable property or other capital assets.

a. (1) Gains and losses on sale, retirement, or other disposition of depreciable property shall be
included in the year in which they occur as credits or charges to cost grouping(s) in which the
depreciation applicable to such property was included. The amount of the gain or loss to be included
as a credit or charge to the appropriate cost grouping(s) shall be the difference between the amount
realized on the property and the undepreciated basis of the property.
(2) Gains and losses on the disposition of depreciable property shall not be recognized as a separate
credit or charge under the following conditions:
(a) The gain or loss is processed through a depreciation reserve account and is reflected in the
depreciation allowable under paragraph 11.
(b) The property is given in exchange as part of the purchase price of a similar item and the gain or
loss is taken into account in determining the depreciation cost basis of the new item.
(c) A loss results from the failure to maintain permissible insurance, except as otherwise provided in
subparagraph 22.a(3).
(d) Compensation for the use of the property was provided through use allowances in lieu of
depreciation in accordance with paragraph 11.
(e) Gains and losses arising from mass or extraordinary sales, retirements, or other dispositions shall
be considered on a case-by-case basis.
b. Gains or losses of any nature arising from the sale or exchange of property other than the property
covered in subparagraph a shall be excluded in computing award costs.

41. Publication and printing costs.

a. Publication costs include the costs of printing (including the processes of composition,
plate-making, press work, binding, and the end products produced by such processes), distribution,
promotion, mailing, and general handling.
b. If these costs are not identifiable with a particular cost objective, they should be allocated as
indirect costs to all benefiting activities of the organization.
c. Publication and printing costs are unallowable as direct costs except with the prior approval of the
awarding agency.
d. The cost of page charges in journals is addressed paragraph 33.

42. Rearrangement and alteration costs. Costs incurred for ordinary or normal rearrangement and
alteration of facilities are allowable. Special arrangement and alteration costs incurred specifically for
the project are allowable with the prior approval of the awarding agency.

43. Reconversion costs. Costs incurred in the restoration or rehabilitation of the organization's
facilities to approximately the same condition existing immediately prior to commencement of Federal
awards, fair wear and tear excepted, are allowable.

44. Recruiting costs.

a. Subject to subparagraphs b, c, and d, and provided that the size of the staff recruited and
maintained is in keeping with workload requirements, costs of "help wanted" advertising, operating



costs of an employment office necessary to secure and maintain an adequate staff, costs of operating
an aptitude and educational testing program, travel costs of employees while engaged in recruiting
personnel, travel costs of applicants for interviews for prospective employment, and relocation costs
incurred incident to recruitment of new employees, are allowable to the extent that such costs are
incurred pursuant to a well-managed recruitment program. Where the organization uses employment
agencies, costs that are not in excess of standard commercial rates for such services are allowable.

b. In publications, costs of help wanted advertising that includes color, includes advertising material
for other than recruitment purposes, or is excessive in size (taking into consideration recruitment
purposes for which intended and normal organizational practices in this respect), are unallowable.

c. Costs of help wanted advertising, special emoluments, fringe benefits, and salary allowances
incurred to attract professional personnel from other organizations that do not meet the test of
reasonableness or do not conform with the established practices of the organization, are unallowable.

d. Where relocation costs incurred incident to recruitment of a new employee have been allowed
either as an allocable direct or indirect cost, and the newly hired employee resigns for reasons within
his control within twelve months after being hired, the organization will be required to refund or
credit such relocation costs to the Federal Government.

45. Relocation costs.

a. Relocation costs are costs incident to the permanent change of duty assignment (for an indefinite
period or for a stated period of not less than 12 months) of an existing employee or upon recruitment
of a new employee. Relocation costs are allowable, subject to the limitation described in
subparagraphs b, c, and d, provided that:
(1) The move is for the benefit of the employer.
(2) Reimbursement to the employee is in accordance with an established written policy consistently
followed by the employer.
(3) The reimbursement does not exceed the employee's actual (or reasonably estimated) expenses.
b. Allowable relocation costs for current employees are limited to the following:
(1) The costs of transportation of the employee, members of his immediate family and his household,
and personal effects to the new location.
(2) The costs of finding a new home, such as advance trips by employees and spouses to locate living
quarters and temporary lodging during the transition period, up to maximum period of 30 days,
including advance trip time.
(3) Closing costs, such as brokerage, legal, and appraisal fees, incident to the disposition of the
employee's former home. These costs, together with those described in (4), are limited to 8 per cent
of the sales price of the employee's former home.
(4) The continuing costs of ownership of the vacant former home after the settlement or lease date
of the employee's new permanent home, such as maintenance of buildings and grounds (exclusive of
fixing up expenses), utilities, taxes, and property insurance.
(5) Other necessary and reasonable expenses normally incident to relocation, such as the costs of
canceling an unexpired lease, disconnecting and reinstalling household appliances, and purchasing
insurance against loss of or damages to personal property. The cost of canceling an unexpired lease



is limited to three times the monthly rental.
c. Allowable relocation costs for new employees are limited to those described in (1) and (2) of
subparagraph b. When relocation costs incurred incident to the recruitment of new employees have
been allowed either as a direct or indirect cost and the employee resigns for reasons within his control
within 12 months after hire, the organization shall refund or credit the Federal Government for its
share of the cost. However, the costs of travel to an overseas location shall be considered travel costs
in accordance with paragraph 55 and not relocation costs for the purpose of this paragraph if
dependents are not permitted at the location for any reason and the costs do not include costs of
transporting household goods.
d. The following costs related to relocation are unallowable:
(1) Fees and other costs associated with acquiring a new home.
(2) A loss on the sale of a former home.
(3) Continuing mortgage principal and interest payments on a home being sold.
(4) Income taxes paid by an employee related to reimbursed relocation costs.

46. Rental costs.

a. Subject to the limitations described in subparagraphs b through d, rental costs are allowable to
the extent that the rates are reasonable in light of such factors as: rental costs of comparable property,
if any; market conditions in the area; alternatives available; and the type, life expectancy, condition,
and value of the property leased.
b. Rental costs under sale and leaseback arrangements are allowable only up to the amount that would
be allowed had the organization continued to own the property.
c. Rental costs under less-than-arms-length leases are allowable only up to the amount that would be
allowed had title to the property vested in the organization. For this purpose, a less-than-arms-length
lease is one under which one party to the lease agreement is able to control or substantially influence
the actions of the other. Such leases include, but are not limited to those between (i) divisions of an
organization; (ii) organizations under common control through common officers, directors, or
members; and (iii) an organization and a director, trustee, officer, or key employee of the organization
or his immediate family either directly or through corporations, trusts, or similar arrangements in
which they hold a controlling interest.
d. Rental costs under leases which are required to be treated as capital leases under GAAP, are
allowable only up to the amount that would be allowed had the organization purchased the property
on the date the lease agreement was executed, i.e., to the amount that minimally would pay for
depreciation or use allowances, maintenance, taxes, and insurance. Interest costs related to capitalized
leases are allowable to the extent they meet criteria in subparagraph 23.a. Unallowable costs include
amounts paid for profit, management fees, and taxes that would not have been incurred had the
organization purchased the facility.

47. Royalties and other costs for use of patents and copyrights.

a. Royalties on a patent or copyright or amortization of the cost of acquiring by purchase a copyright,
patent, or rights thereto, necessary for the proper performance of the award are allowable unless:
(1) The Federal Government has a license or the right to free use of the patent or copyright.
(2) The patent or copyright has been adjudicated to be invalid, or has been administratively



determined to be invalid.

(3) The patent or copyright is considered to be unenforceable.
(4) The patent or copyright is expired.
b. Special care should be exercised in determining reasonableness where the royalties may have
arrived at as a result of less-than-arm's-length bargaining, e.g.:
(1) Royalties paid to persons, including corporations, affiliated with the organization.
(2) Royalties paid to unaffiliated parties, including corporations, under an agreement entered into in
contemplation that a Federal award would be made.
(3) Royalties paid under an agreement entered into after an award is made to an organization.
c. In any case involving a patent or copyright formerly owned by the organization, the amount of
royalty allowed should not exceed the cost which would have been allowed had the organization
retained title thereto.

48. Selling and marketing. Costs of selling and marketing any products or services of the
organization (unless allowed under paragraph 1 as allowable public relations costs) are unallowable.
These costs, however, are allowable as direct costs, with prior approval by awarding agencies, when
they are necessary for the performance of Federal programs.

49. Severance pay.

a. Severance pay, also commonly referred to as dismissal wages, is a payment in addition to regular
salaries and wages, by organizations to workers whose employment is being terminated. Costs of
severance pay are allowable only to the extent that in each case, it is required by (i) law, (ii)
employer-employee agreement, (iii) established policy that constitutes, in effect, an implied agreement
on the organization's part, or (iv) circumstances of the particular employment.
b. Costs of severance payments are divided into two categories as follows:
(1) Actual normal turnover severance payments shall be allocated to all activities; or, where the
organization provides for a reserve for normal severances, such method will be acceptable if the
charge to current operations is reasonable in light of payments actually made for normal severances
over a representative past period, and if amounts charged are allocated to all activities of the
organization.
(2) Abnormal or mass severance pay is of such a conjectural nature that measurement of costs by
means of an accrual will not achieve equity to both parties. Thus, accruals for this purpose are not
allowable. However, the Federal Government recognizes its obligation to participate, to the extent
of its fair share, in any specific payment. Thus, allowability will be considered on a case-by-case basis
in the event or occurrence.

c. Costs incurred in certain severance pay packages (commonly known as "a golden parachute"
payment) which are in an amount in excess of the normal severance pay paid by the organization to
an employee upon termination of employment and are paid to the employee contingent upon a change
in management control over, or ownership of, the organization's assets are unallowable.

d. Severance payments to foreign nationals employed by the organization outside the United States,
to the extent that the amount exceeds the customary or prevailing practices for the organization in



the United States are unallowable, unless they are necessary for the performance of Federal programs
and approved by awarding agencies.

e. Severance payments to foreign nationals employed by the organization outside the United States
due to the termination of the foreign national as a result of the closing of, or curtailment of activities
by, the organization in that country, are unallowable, unless they are necessary for the performance
of Federal programs and approved by awarding agencies.

50. Specialized service facilities.

a. The costs of services provided by highly complex or specialized facilities operated by the
organization, such as electronic computers and wind tunnels, are allowable, provided the charges for
the services meet the conditions of either subparagraph b or c and, in addition, take into account
any items of income or Federal financing that qualify as applicable credits under subparagraph A.5
of Attachment A.
b. The costs of such services, when material, must be charged directly to applicable awards based on
actual usage of the services on the basis of a schedule of rates or established methodology that (i)
does not discriminate against federally-supported activities of the organization, including usage by
the organization for internal purposes, and (ii) is designed to recover only the aggregate costs of the
services. The costs of each service shall consist normally of both its direct costs and its allocable share
of all indirect costs. Advance agreements pursuant to subparagraph A.6 of Attachment A are
particularly important in this situation.
c. Where the costs incurred for a service are not material, they may be allocated as indirect costs.

51. Taxes.

a. In general, taxes which the organization is required to pay and which are paid or accrued in
accordance with GAAP, and payments made to local governments in lieu of taxes which are
commensurate with the local government services received are allowable, except for (i) taxes from
which exemptions are available to the organization directly or which are available to the organization
based on an exemption afforded the Federal Government and in the latter case when the awarding
agency makes available the necessary exemption certificates, (ii) special assessments on land which
represent capital improvements, and (iii) Federal income taxes.
b. Any refund of taxes, and any payment to the organization of interest thereon, which were allowed
as award costs, will be credited either as a cost reduction or cash refund, as appropriate, to the
Federal Government.

52. Termination costs. Termination of awards generally give rise to the incurrence of costs, or the
need for special treatment of costs, which would not have arisen had the award not been terminated.
Cost principles covering these items are set forth below. They are to be used in conjunction with the
other provisions of this Circular in termination situations.

a. Common items. The cost of items reasonably usable on the organization's other work shall not
be allowable unless the organization submits evidence that it would not retain such items at cost
without sustaining a loss. In deciding whether such items are reasonably usable on other work of the



organization, the awarding agency should consider the organization's plans and orders for current and
scheduled activity. Contemporaneous purchases of common items by the organization shall be
regarded as evidence that such items are reasonably usable on the organization's other work. Any
acceptance of common items as allocable to the terminated portion of the award shall 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.
b. Costs continuing after termination. If in a particular case, despite all reasonable efforts by the
organization, 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 organization to
discontinue such costs shall be unallowable.
c. Loss of useful value. Loss of useful value of special tooling, machinery and equipment which was
not charged to the award as a capital expenditure is generally allowable if:
(1) Such special tooling, machinery, or equipment is not reasonably capable of use in the other work
of the organization.
(2) The interest of the Federal Government is protected by transfer of title or by other means deemed
appropriate by the awarding agency;
d. Rental costs. Rental costs under unexpired leases are generally allowable where clearly shown to
have been reasonably necessary for the performance of the terminated award less the residual value
of such leases, if (i) the amount of such rental claimed does not exceed the reasonable use value of
the property leased for the period of the award and such further period as may be reasonable, and (ii)
the organization 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 award, and of reasonable restoration
required by the provisions of the lease.
e. Settlement expenses. Settlement expenses including the following are generally allowable:

(1) Accounting, legal, clerical, and similar costs reasonably necessary for:
(a) The preparation and presentation to awarding agency of settlement claims and supporting data
with respect to the terminated portion of the award, unless the termination is for default (see Sec.
__.61 of Circular A-110); and
(b) The termination and settlement of subawards.
(2) Reasonable costs for the storage, transportation, protection, and disposition of property provided
by the Federal Government or acquired or produced for the award, except when grantees or
contractors are reimbursed for disposals at a predetermined amount in accordance with Sec. __.30
through __.37 of Circular A-110.
(3) Indirect costs related to salaries and wages incurred as settlement expenses in subparagraphs
(1) and (2). Normally, such indirect costs shall be limited to fringe benefits, occupancy cost, and
immediate supervision.
f. Claims under subawards. Claims under subawards, including the allocable portion of claims
which are common to the award, and to other work of the organization are generally allowable. An
appropriate share of the organization's indirect expense may be allocated to the amount of settlements
with subcontractors and/or subgrantees, provided that the amount allocated is otherwise consistent
with the basic guidelines contained in Attachment A. The indirect expense so allocated shall exclude
the same and similar costs claimed directly or indirectly as settlement expenses.



53. Training and education costs.

a. Costs of preparation and maintenance of a program of instruction including but not limited to
on-the-job, classroom, and apprenticeship training, designed to increase the vocational effectiveness
of employees, including training materials, textbooks, salaries or wages of trainees (excluding
overtime compensation which might arise therefrom), and (i) salaries of the director of training and
staff when the training program is conducted by the organization; or (ii) tuition and fees when the
training is in an institution not operated by the organization, are allowable.
b. Costs of part-time education, at an undergraduate or post-graduate college level, including that
provided at the organization's own facilities, are allowable only when the course or degree pursued
is relative to the field in which the employee is now working or may reasonably be expected to work,
and are limited to:
(1) Training materials.
(2) Textbooks.
(3) Fees charges by the educational institution.
(4) Tuition charged by the educational institution or, in lieu of tuition, instructors' salaries and the
related share of indirect costs of the educational institution to the extent that the sum thereof is not
in excess of the tuition which would have been paid to the participating educational institution.
(5) Salaries and related costs of instructors who are employees of the organization.
(6) Straight-time compensation of each employee for time spent attending classes during working
hours not in excess of 156 hours per year and only to the extent that circumstances do not permit the
operation of classes or attendance at classes after regular working hours; otherwise, such
compensation is unallowable.
c. Costs of tuition, fees, training materials, and textbooks (but not subsistence, salary, or any other
emoluments) in connection with full-time education, including that provided at the organization's own
facilities, at a post-graduate (but not undergraduate) college level, are allowable only when the course
or degree pursued is related to the field in which the employee is now working or may reasonably be
expected to work, and only where the costs receive the prior approval of the awarding agency. Such
costs are limited to the costs attributable to a total period not to exceed one school year for each
employee so trained. In unusual cases the period may be extended.
d. Costs of attendance of up to 16 weeks per employee per year at specialized programs specifically
designed to enhance the effectiveness of executives or managers or to prepare employees for such
positions are allowable. Such costs include enrollment fees, training materials, textbooks and related
charges, employees' salaries, subsistence, and travel. Costs allowable under this paragraph do not
include those for courses that are part of a degree-oriented curriculum, which are allowable only to
the extent set forth in subparagraphs b and c.
e. Maintenance expense, and normal depreciation or fair rental, on facilities owned or leased by the
organization for training purposes are allowable to the extent set forth in paragraphs 11, 27, and
46.
f. Contributions or donations to educational or training institutions, including the donation of facilities
or other properties, and scholarships or fellowships, are unallowable.
g. Training and education costs in excess of those otherwise allowable under subparagraphs b and
c may be allowed with prior approval of the awarding agency. To be considered for approval, the
organization must demonstrate that such costs are consistently incurred pursuant to an established
training and education program, and that the course or degree pursued is relative to the field in which



the employee is now working or may reasonably be expected to work.

54. Transportation costs. Transportation costs include freight, express, cartage, and postage charges
relating either to goods purchased, in process, or delivered. These costs are allowable. When such
costs can readily be identified with the items involved, they may be directly charged as transportation
costs or added to the cost of such items (see paragraph 28). Where identification with the materials
received cannot readily be made, transportation costs may be charged to the appropriate indirect cost
accounts if the organization follows a consistent, equitable procedure in this respect.

55. Travel costs.

a. Travel costs are the expenses for transportation, lodging, subsistence, and related items incurred
by employees who are in travel status on official business of the organization. Travel costs are
allowable subject to subparagraphs b through e, when they are directly attributable to specific work
under an award or are incurred in the normal course of administration of the organization.
b. 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 results in charges consistent with
those normally allowed by the organization in its regular operations.
c. 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 to meet necessary mission requirements, such as where less than first-class
accommodations would (i) require circuitous routing, (ii) require travel during unreasonable hours,
(iii) greatly increase the duration of the flight, (iv) result in additional costs which would offset the
transportation savings, or (v) offer accommodations which are not reasonably adequate for the
medical needs of the traveler.
d. Necessary and reasonable costs of family movements and personnel movements of a special or
mass nature are allowable, pursuant to paragraphs 44 and 45, subject to allocation on the basis of
work or time period benefited when appropriate. Advance agreements are particularly important.
e. Direct charges for foreign travel costs are allowable only when the travel has received prior
approval of the awarding agency. Each separate foreign trip must be 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. However, for an organization located in foreign countries, the term
"foreign travel" means travel outside that country.

56. Trustees. Travel and subsistence costs of trustees (or directors) are allowable. The costs are
subject to restrictions regarding lodging, subsistence and air travel costs provided in paragraph 55.
ATTACHMENT C
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State environmental protection agen-
cy; or the State Historic Preservation
Officer) or any other source qualified
to provide reliable information on the
particular property.

(d) Definition. Minor rehabilitation
means proposed fixing and repairs:

(1) Whose estimated cost is less than
75 percent of the estimated cost of re-
placement after completion;

(2) That does not involve changes in
land use from residential to nonresi-
dential, or from nonresidential to resi-
dential; and

(3) In the case of residential prop-
erties, that does not increase density
more than 20 percent.

(e) Project consultants. In achieving
compliance with these procedures, Bor-
rower’s architectural and engineering
consultants shall consider these envi-
ronmental factors and provide informa-
tion in their plan narratives as to how
their construction plans conform with
the above environmental factors. To fa-
cilitate HUD’s compliance with part 50,
the Borrower is required to submit the
consultant’s information and plan nar-
rative discussing the pertinent envi-
ronmental factors under this section.

§ 573.9 Other requirements.
(a) Nondiscrimination and equal oppor-

tunity. The nondiscrimination and
equal opportunity requirements de-
scribed in 24 CFR part 5, subpart A
apply to this part.

(b) 24 CFR part 84. The provisions of
24 CFR part 84 apply to guaranteed
loans under this part.

(c) Lead-based paint. Housing assisted
under this part is subject to the lead-
based paint requirements described in
24 CFR part 35.

(d) Labor standards—(1) Davis-Bacon.
All laborers and mechanics employed
by contractors or subcontractors in the
performance of construction work fi-
nanced in whole or in part with Guar-
anteed Loan Funds under this part
shall be paid wages at rates not less
than those prevailing on similar con-
struction in the locality as determined
by the Secretary of Labor in accord-
ance with the Davis-Bacon Act, as
amended (40 U.S.C. 276a–276a–5). This
paragraph shall apply to the rehabilita-
tion of residential property only if such
property contains not less than 8 units.

(2) Volunteers. The provisions of para-
graph (d)(1) of this section shall not
apply to volunteers under the condi-
tions set forth in 24 CFR part 70. In ap-
plying part 70, loan guarantees under
this part shall be treated as a program
for which there is a statutory exemp-
tion for volunteers.

(3) Labor standards. Any contract,
subcontract, or building loan agree-
ment executed for a project subject to
Davis-Bacon wage rates under para-
graph (d)(1) of this section shall comply
with all labor standards and provisions
of 29 CFR parts 1, 3 and 5 that would be
applicable to a loan guarantee program
to which Davis-Bacon wage rates are
made applicable by statute.

§ 573.10 Fees for guaranteed loans.

(a) No fees will be assessed by HUD
for its guaranty of a loan under this
part.

(b) The lender may assess the Bor-
rower loan origination fees or other
charges provided that such fees and
charges are those charged by the lender
to its other customers for similar
transactions, and are no higher than
those charged by the lender for similar
transactions.

§ 573.11 Record access and record-
keeping.

Records pertaining to the loans made
by the Financial Institution shall be
held for the life of the loan. A lender
with a Section 4 Guaranteed Loan shall
allow HUD, the Comptroller General of
the United States, and their authorized
representatives access from time to
time to any documents, papers or files
which are pertinent to the guaranteed
loan, and to inspect and make copies of
such records which relate to any Sec-
tion 4 Loan. Any inspection will be
made during the lender’s regular busi-
ness hours or any other mutually con-
venient time.

PART 574—HOUSING OPPORTUNI-
TIES FOR PERSONS WITH AIDS

Subpart A—General

Sec.
574.3 Definitions.
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otherwise noted.

Subpart A—General

§ 574.3 Definitions.

The terms Grantee and Secretary are
defined in 24 CFR part 5.

Acquired immunodeficiency syndrome
(AIDS) or related diseases means the dis-
ease of acquired immunodeficiency
syndrome or any conditions arising
from the etiologic agent for acquired
immunodeficiency syndrome, including
infection with the human
immunodeficiency virus (HIV).

Administrative costs mean costs for
general management, oversight, co-
ordination, evaluation, and reporting
on eligible activities. Such costs do not
include costs directly related to carry-
ing out eligible activities, since those
costs are eligible as part of the activity
delivery costs of such activities.

Applicant means a State or city ap-
plying for a formula allocation as de-
scribed under § 574.100 or a State, unit
of general local government, or a non-
profit organization applying for a com-
petitive grant as described under
§ 574.210.

City has the meaning given it in sec-
tion 102(a) of the Housing and Commu-
nity Development Act of 1974 (42 U.S.C.
5302).

Eligible Metropolitan Statistical Area
(EMSA) means a metropolitan statis-
tical area that has a population of
more than 500,000 and has more than
1,500 cumulative cases of AIDS.

Eligible person means a person with
acquired immunodeficiency syndrome
or related diseases who is a low-income
individual, as defined in this section,
and the person’s family. A person with
AIDS or related diseases or a family
member regardless of income is eligible
to receive housing information serv-
ices, as described in § 574.300(b)(1). Any
person living in proximity to a commu-
nity residence is eligible to participate
in that residence’s community out-
reach and educational activities re-
garding AIDS or related diseases, as
provided in § 574.300(b)(9).

Eligible State means a State that has:
(1) More than 1,500 cumulative cases

of AIDS in those areas of the State
outside of eligible metropolitan statis-
tical areas that are eligible to be fund-
ed through a qualifying city; and
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(2) A consolidated plan prepared, sub-
mitted, and approved in accordance
with 24 CFR part 91 that covers the as-
sistance to be provided under this part.
(A State may carry out activities any-
where in the State, including within an
EMSA.)

Family means a household composed
of two or more related persons. The
term family also includes one or more
eligible persons living with another
person or persons who are determined
to be important to their care or well
being, and the surviving member or
members of any family described in
this definition who were living in a
unit assisted under the HOPWA pro-
gram with the person with AIDS at the
time of his or her death.

Low-income individual has the mean-
ing given it in section 853(3) of the
AIDS Housing Opportunity Act (42
U.S.C. 12902).

Metropolitan statistical area has the
meaning given it in section 853(5) of the
AIDS Housing Opportunity Act
(42.U.S.C. 12902).

Nonprofit organization means any non-
profit organization (including a State
or locally chartered, nonprofit organi-
zation) that:

(1) Is organized under State or local
laws;

(2) Has no part of its net earnings in-
uring to the benefit of any member,
founder, contributor, or individual;

(3) Has a functioning accounting sys-
tem that is operated in accordance
with generally accepted accounting
principles, or has designated an entity
that will maintain such an accounting
system; and

(4) Has among its purposes signifi-
cant activities related to providing
services or housing to persons with ac-
quired immunodeficiency syndrome or
related diseases.

Non-substantial rehabilitation means
rehabilitation that involves costs that
are less than or equal to 75 percent of
the value of the building after rehabili-
tation.

Population means total resident popu-
lation based on data compiled by the
U.S. Census and referable to the same
point in time.

Project sponsor means any nonprofit
organization or governmental housing
agency that receives funds under a con-

tract with the grantee to carry out eli-
gible activities under this part. The se-
lection of project sponsors is not sub-
ject to the procurement requirements
of 24 CFR 85.36.

Qualifying city means a city that is
the most populous unit of general local
government in an eligible metropolitan
statistical area (EMSA) and that has a
consolidated plan prepared, submitted,
and approved in accordance with 24
CFR part 91 that covers the assistance
to be provided under this part.

Rehabilitation means the improve-
ment or repair of an existing structure,
or an addition to an existing structure
that does not increase the floor area by
more than 100 percent.

State has the meaning given it in sec-
tion 853(9) of the AIDS Housing Oppor-
tunity Act (42 U.S.C. 12902).

Substantial rehabilitation means reha-
bilitation that involves costs in excess
of 75 percent of the value of the build-
ing after rehabilitation.

Unit of general local government means
any city, town, township, parish, coun-
ty, village, or other general purpose po-
litical subdivision of a State; Guam,
the Northern Mariana Islands, the Vir-
gin Islands, American Samoa, the Fed-
erated States of Micronesia and Palau,
the Marshall Islands, or a general pur-
pose political subdivision thereof; and
any agency or instrumentality thereof
that is established pursuant to legisla-
tion and designated by the chief execu-
tive to act on behalf of the jurisdiction
with regard to provisions of the Na-
tional Affordable Housing Act.

[57 FR 61740, Dec. 28, 1992, as amended at 59
FR 17199, Apr. 11, 1994; 60 FR 1917, Jan. 5,
1995; 61 FR 5209, Feb. 9, 1996; 61 FR 7963, Feb.
29, 1996]

Subpart B—Formula Entitlements

§ 574.100 Eligible applicants.
(a) Eligible States and qualifying

cities, as defined in § 574.3, qualify for
formula allocations under HOPWA.

(b) HUD will notify eligible States
and qualifying cities of their formula
eligibility and allocation amounts and
EMSA service areas annually.

[57 FR 61740, Dec. 28, 1992, as amended at 59
FR 17199, Apr. 11, 1994; 60 FR 1917, Jan. 5,
1995]
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§ 574.110 Overview of formula alloca-
tions.

The formula grants are awarded upon
submission and approval of a consoli-
dated plan, pursuant to 24 CFR part 91,
that covers the assistance to be pro-
vided under this part. Certain states
and cities that are the most populous
unit of general local government in eli-
gible metropolitan statistical areas
will receive formula allocations based
on their State or metropolitan popu-
lation and proportionate number of
cases of persons with AIDS. They will
receive funds under this part (providing
they comply with 24 CFR part 91) for
eligible activities that address the
housing needs of persons with AIDS or
related diseases and their families (see
§ 574.130(b)).

[61 FR 7963, Feb. 29, 1996]

§ 574.120 Responsibility of applicant to
serve EMSA.

The EMSA’s applicant shall serve eli-
gible persons who live anywhere within
the EMSA, except that housing assist-
ance shall be provided only in local-
ities within the EMSA that have a con-
solidated plan prepared, submitted, and
approved in accordance with 24 CFR
part 91 that covers the assistance to be
provided under this part. In allocating
grant amounts among eligible activi-
ties, the EMSA’s applicant shall ad-
dress needs of eligible persons who re-
side within the metropolitan statis-
tical area, including those not within
the jurisdiction of the applicant.

[60 FR 1917, Jan. 5, 1995]

§ 574.130 Formula allocations.
(a) Data sources. HUD will allocate

funds based on the number of cases of
acquired immunodeficiency syndrome
reported to and confirmed by the Di-
rector of the Centers for Disease Con-
trol, and on population data provided
by the U.S. Census. The number of
cases of acquired immunodeficiency
syndrome used for this purpose shall be
the number reported as of March 31 of
the fiscal year immediately preceding
the fiscal year for which the amounts
are appropriated and allocated.

(b) Distribution of appropriated funds
for entitlement awards. (1) Seventy-five
percent of the funds allocated under

the formula is distributed to qualifying
cities and eligible States, as described
in § 574.100, based on each metropolitan
statistical area’s or State’s propor-
tionate share of the cumulative num-
ber of AIDS cases in all eligible metro-
politan statistical areas and eligible
States.

(2) The remaining twenty-five per-
cent is allocated among qualifying
cities, but not States, where the per
capita incidence of AIDS for the year,
April 1 through March 31, preceding the
fiscal year of the appropriation is high-
er than the average for all metropoli-
tan statistical areas with more than
500,000 population. Each qualifying
city’s allocation reflects its EMSA’s
proportionate share of the high inci-
dence factor among EMSA’s with high-
er than average per capita incidence of
AIDS. The high incidence factor is
computed by multiplying the popu-
lation of the metropolitan statistical
area by the difference between its
twelve-month-per-capita-incidence rate
and the average rate for all metropoli-
tan statistical areas with more than
500,000 population. The EMSA’s propor-
tionate share is determined by dividing
its high incidence factor by the sum of
the high incidence factors for all
EMSA’s with higher than average per
capita incidence of AIDS.

(c) Minimum grant. No grant awarded
under paragraph (b) of this section
shall be less than $200,000. Therefore, if
the calculations under paragraph (b) of
this section would result in any eligi-
ble metropolitan statistical area or eli-
gible State receiving less than $200,000,
the amount allocated to that entity is
increased to $200,000 and allocations to
entities in excess of $200,000 are propor-
tionately reduced by the amount of the
increase.

§ 574.190 Reallocation of grant
amounts.

If an eligible State or qualifying city
does not submit a consolidated plan in
a timely fashion, in accordance with 24
CFR part 91, that provides for use of its
allocation of funding under this part,
the funds allocated to that jurisdiction
will be added to the funds available for
formula allocations to other jurisdic-
tions in the current fiscal year. Any
formula funds that become available as
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a result of deobligations or the imposi-
tion of sanctions as provided for in
§ 574.540 will be added to the funds
available for formula allocations in the
next fiscal year.

[57 FR 61740, Dec. 28, 1992, as amended at 60
FR 1918, Jan. 5, 1995]

Subpart C—Competitive Grants

§ 574.200 Amounts available for com-
petitive grants.

(a) The Department will set aside 10
percent of the amounts appropriated
under this program to fund on a com-
petitive basis:

(1) Special projects of national sig-
nificance; and

(2) Other projects submitted by
States and localities that do not qual-
ify for formula grants.

(b) Any competitively awarded funds
that become available as a result of
deobligations or the imposition of
sanctions, as provided in § 574.540, will
be added to the funds available for
competitive grants in the next fiscal
year.

(c) The competitive grants are award-
ed based on applications, as described
in subpart C of this part, submitted in
response to a Notice of Funding Avail-
ability published in the FEDERAL REG-
ISTER. All States and units of general
local government and nonprofit organi-
zations are eligible to apply for com-
petitive grants to fund projects of na-
tional significance. Only those States
and units of general local government
that do not qualify for formula alloca-
tions are eligible to apply for competi-
tive grants to fund other projects.

(d) If HUD makes a procedural error
in a funding competition that, when
corrected, would warrant funding of an
otherwise eligible application, HUD
will select that application for poten-
tial funding when sufficient funds be-
come available.

[57 FR 61740, Dec. 28, 1992, as amended at 61
FR 7963, Feb. 29, 1996]

§ 574.210 Eligible applicants.

(a) All States, units of general local
government, and nonprofit organiza-
tions, may apply for grants for projects
of national significance.

(b) Only those States and units of
general local government that do not
qualify for formula grants, as described
in § 574.100; may apply for grants for
other projects as described in
§ 574.200(a)(2).

(c) Except for grants for projects of
national significance, nonprofit organi-
zations are not eligible to apply di-
rectly to HUD for a grant but may re-
ceive funding as a project sponsor
under contract with a grantee.

§ 574.240 Application requirements.
Applications must comply with the

provisions of the Department’s Notice
of Funding Availability (NOFA) for the
fiscal year published in the FEDERAL
REGISTER in accordance with 24 CFR
part 12. The rating criteria, including
the point value for each, are described
in the NOFA, including criteria deter-
mined by the Secretary.

[61 FR 7963, Feb. 29, 1996]

§ 574.260 Amendments.
(a) After an application has been se-

lected for funding, any change that will
significantly alter the scope, location,
service area, or objectives of an activ-
ity or the number of eligible persons
served must be justified to HUD and
approved by HUD. Whenever any other
amendment to the application is made,
the grantee must provide a copy to
HUD.

(b) Each amendment request must
contain a description of the revised
proposed use of funds. Funds may not
be expended for the revised proposed
use of funds until:

(1) HUD accepts the revised proposed
use; and

(2) For amendments to acquire, reha-
bilitate, convert, lease, repair or con-
struct properties to provide housing,
an environmental review of the revised
proposed use of funds has been com-
pleted in accordance with § 574.510.

(Approved by the Office of Management and
Budget under control number 2506–0133)

Subpart D—Uses of Grant Funds
§ 574.300 Eligible activities.

(a) General. Subject to applicable re-
quirements described in §§ 574.310,
574.320, 574.330, and 574.340, HOPWA
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funds may be used to assist all forms of
housing designed to prevent homeless-
ness including emergency housing,
shared housing arrangements, apart-
ments, single room occupancy (SRO)
dwellings, and community residences.
Appropriate supportive services, as re-
quired by § 574.310(a), must be provided
as part of any HOPWA assisted hous-
ing, but HOPWA funds may also be
used to provide services independently
of any housing activity.

(b) Activities. The following activities
may be carried out with HOPWA funds:

(1) Housing information services in-
cluding, but not limited to, counseling,
information, and referral services to
assist an eligible person to locate, ac-
quire, finance and maintain housing.
This may also include fair housing
counseling for eligible persons who
may encounter discrimination on the
basis of race, color, religion, sex, age,
national origin, familial status, or
handicap;

(2) Resource identification to estab-
lish, coordinate and develop housing
assistance resources for eligible per-
sons (including conducting preliminary
research and making expenditures nec-
essary to determine the feasibility of
specific housing-related initiatives);

(3) Acquisition, rehabilitation, con-
version, lease, and repair of facilities
to provide housing and services;

(4) New construction (for single room
occupancy (SRO) dwellings and com-
munity residences only).

(5) Project- or tenant-based rental as-
sistance, including assistance for
shared housing arrangements;

(6) Short-term rent, mortgage, and
utility payments to prevent the home-
lessness of the tenant or mortgagor of
a dwelling;

(7) Supportive services including, but
not limited to, health, mental health,
assessment, permanent housing place-
ment, drug and alcohol abuse treat-
ment and counseling, day care, per-
sonal assistance, nutritional services,
intensive care when required, and as-
sistance in gaining access to local,
State, and Federal government bene-
fits and services, except that health
services may only be provided to indi-
viduals with acquired
immunodeficiency syndrome or related

diseases and not to family members of
these individuals;

(8) Operating costs for housing in-
cluding maintenance, security, oper-
ation, insurance, utilities, furnishings,
equipment, supplies, and other inciden-
tal costs;

(9) Technical assistance in establish-
ing and operating a community resi-
dence, including planning and other
pre-development or pre-construction
expenses and including, but not limited
to, costs relating to community out-
reach and educational activities re-
garding AIDS or related diseases for
persons residing in proximity to the
community residence;

(10) Administrative expenses:
(i) Each grantee may use not more

than 3 percent of the grant amount for
its own administrative costs relating
to administering grant amounts and al-
locating such amounts to project spon-
sors; and

(ii) Each project sponsor receiving
amounts from grants made under this
program may use not more than 7 per-
cent of the amounts received for ad-
ministrative costs.

(11) For competitive grants only, any
other activity proposed by the appli-
cant and approved by HUD.

(c) Limitations of assistance to pri-
marily religious organizations—(1) Provi-
sion of assistance. (i) Assistance may be
provided under this part by a grantee
to a project sponsor that is a primarily
religious organization if the primarily
religious organization agrees to pro-
vide all eligible activities under this
program in a manner that is free from
religious influences and in accordance
with the following principles:

(A) It will not discriminate against
any employee or applicant for employ-
ment on the basis of religion and will
not limit employment or give pref-
erence in employment to persons on
the basis of religion.

(B) It will not discriminate against
any person applying for any of the eli-
gible activities under this part on the
basis of religion and will not limit such
housing or other eligible activities or
give preference to persons on the basis
of religion.

(C) It will provide no religious in-
struction or counseling, conduct no re-
ligious services or worship, engage in
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no religious proselytizing, and exert no
other religious influence in the provi-
sion of eligible activities under this
part.

(ii) Assistance will not be provided to
a project sponsor that is a primarily
religious organization to construct or
acquire a structure. Assistance may be
provided to a project sponsor that is a
primarily religious organization to re-
habilitate or convert a structure owned
by the organization, only as described
in paragraph (c)(2) of this section.

(2) Rehabilitation or conversion of
structures owned by primarily religious
organizations. Grant amounts may be
used to rehabilitate or convert a struc-
ture that is owned by a primarily reli-
gious organization, only if:

(i) The structure (or portion thereof)
that is to be rehabilitated or converted
with HUD assistance has been leased to
an existing or newly established wholly
secular organization (which may be es-
tablished by the religious organization
under the provisions of paragraph (c)(3)
of this section).

(ii) The HUD assistance is provided
to the secular organization (and not
the religious organization) to make the
improvements.

(iii) The leased structure will be used
exclusively for secular purposes avail-
able to all persons regardless of reli-
gion.

(iv) The lease payments paid to the
primarily religious organization do not
exceed the fair market rent for the
structure before the rehabilitation or
conversion was done.

(v) The portion of the cost of any im-
provements that benefit any unleased
portion of the structure will be allo-
cated to, and paid for by, the religious
organization.

(vi) The primarily religious organiza-
tion agrees that if the secular organi-
zation does not retain the use of the
leased premises for wholly secular pur-
poses for the useful life of the improve-
ments, the primarily religious organi-
zation will pay an amount equal to the
residual value of the improvements to
the original grantee from which the
amounts used to rehabilitate or con-
vert the building were derived. While
the original grantee is expected to use
this amount for eligible HOPWA activi-
ties, there is no requirement that funds

received after the close of the grant pe-
riod be used in accordance with the re-
quirements of this part.

(3) Assistance to a wholly secular pri-
vate nonprofit organization established by
a primarily religious organization. (i) A
primarily religious organization may
establish a wholly secular private non-
profit organization to serve as a
project sponsor. The secular organiza-
tion may be eligible to receive all
forms of assistance available under this
part.

(ii) The secular organization must
agree to provide eligible activities
under this part in a manner that is free
from religious influences and in ac-
cordance with the principles set forth
in paragraph (c)(1)(i) of this section.

(iii) The secular organization may
enter into a contract with the religious
organization to operate the housing as-
sistance, supportive services and other
eligible activities for the project. In
such a case, the religious organization
must agree in the contract to carry out
its contractual responsibilities in a
manner free from religious influences
and in accordance with the principles
set forth in paragraph (c)(1)(i) of this
section.

(iv) The rehabilitation or conversion
of structures are subject to the require-
ments of paragraph (c)(2) of this sec-
tion.

[57 FR 61740, Dec. 28, 1992, as amended at 59
FR 17200, Apr. 11, 1994]

§ 574.310 General standards for eligi-
ble housing activities.

All grantees using grant funds to pro-
vide housing must adhere to the follow-
ing standards:

(a)(1) General. The grantee shall en-
sure that qualified service providers in
the area make available appropriate
supportive services to the individuals
assisted with housing under this sub-
part. Supportive services are described
in § 574.300(b)(7). For any individual
with acquired immunodeficiency syn-
drome or a related disease who requires
more intensive care than can be pro-
vided in housing assisted under this
subpart, the grantee shall provide for
locating a care provider who can appro-
priately care for the individual and for
referring the individual to the care pro-
vider.
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(2) Payments. The grantee shall en-
sure that grant funds will not be used
to make payments for health services
for any item or service to the extent
that payment has been made, or can
reasonably be expected to be made,
with respect to that item or service:

(i) Under any State compensation
program, under an insurance policy, or
under any Federal or State health ben-
efits program; or

(ii) By an entity that provides health
services on a prepaid basis.

(b) Housing quality standards. All
housing assisted under § 574.300(b) (3),
(4), (5), and (8) must meet the applica-
ble housing quality standards outlined
below.

(1) State and local requirements. Each
recipient of assistance under this part
must provide safe and sanitary housing
that is in compliance with all applica-
ble State and local housing codes, li-
censing requirements, and any other
requirements in the jurisdiction in
which the housing is located regarding
the condition of the structure and the
operation of the housing.

(2) Habitability standards. Except for
such variations as are proposed by the
locality and approved by HUD, recipi-
ents must meet the following require-
ments:

(i) Structure and materials. The struc-
tures must be structurally sound so as
not to pose any threat to the health
and safety of the occupants and so as
to protect the residents from hazards.

(ii) Access. The housing must be ac-
cessible and capable of being utilized
without unauthorized use of other pri-
vate properties. Structures must pro-
vide alternate means of egress in case
of fire.

(iii) Space and security. Each resident
must be afforded adequate space and
security for themselves and their be-
longings. An acceptable place to sleep
must be provided for each resident.

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

(v) Water supply. The water supply
must be free from contamination at
levels that threaten the health of indi-
viduals.

(vi) Thermal environment. The housing
must have adequate heating and/or
cooling facilities in proper operating
condition.

(vii) Illumination and electricity. The
housing must have adequate natural or
artificial illumination to permit nor-
mal indoor activities and to support
the health and safety of residents. Suf-
ficient electrical sources must be pro-
vided to permit use of essential elec-
trical appliance while assuring safety
from fire.

(viii) Food preparation and refuse dis-
posal. All food preparation areas must
contain suitable space and equipment
to store, prepare, and serve food in a
sanitary manner.

(ix) Sanitary condition. The housing
and any equipment must be maintained
in sanitary condition.

(c) Minimum use period for structures.
(1) Any building or structure assisted
with amounts under this part must be
maintained as a facility to provide
housing or assistance for individuals
with acquired immunodeficiency syn-
drome or related diseases:

(i) For a period of not less than 10
years, in the case of assistance pro-
vided under an activity eligible under
§ 574.300(b) (3) and (4) involving new
construction, substantial rehabilita-
tion or acquisition of a building or
structure; or

(ii) For a period of not less than 3
years in the cases involving non-sub-
stantial rehabilitation or repair of a
building or structure.

(2) Waiver of minimum use period.
HUD may waive the minimum use pe-
riod of a building or structure as stipu-
lated in paragraph (c)(1) of this section
if the grantee can demonstrate, to the
satisfaction of HUD, that:

(i) The assisted structure is no longer
needed to provide supported housing or
assistance, or the continued operation
of the structure for such purposes is no
longer feasible; and

(ii) The structure will be used to ben-
efit individuals or families whose in-
comes do not exceed 80 percent of the
median income for the area, as deter-
mined by HUD with adjustments for
smaller and larger families, if the Sec-
retary finds that such variations are
necessary because of construction costs
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or unusually high or low family in-
comes.

(d) Resident rent payment. Except for
persons in short-term supported hous-
ing, each person receiving rental as-
sistance under this program or residing
in any rental housing assisted under
this program must pay as rent, includ-
ing utilities, an amount which is the
higher of:

(1) 30 percent of the family’s monthly
adjusted income (adjustment factors
include the age of the individual, medi-
cal expenses, size of family and child
care expenses and are described in de-
tail in 24 CFR 813.102);

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

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

(e) Termination of assistance—(1) Sur-
viving family members. With respect to
the surviving member or members of a
family who were living in a unit as-
sisted under the HOPWA program with
the person with AIDS at the time of his
or her death, housing assistance and
supportive services under the HOPWA
program shall continue for a grace pe-
riod following the death of the person
with AIDS. The grantee or project
sponsor shall establish a reasonable
grace period for continued participa-
tion by a surviving family member, but
that period may not exceed one year
from the death of the family member
with AIDS. The grantee or project
sponsor shall notify the family of the
duration of their grace period and may
assist the family with information on
other available housing programs and
with moving expenses.

(2) Violation of requirements—(i) Basis.
Assistance to participants who reside
in housing programs assisted under
this part may be terminated if the par-
ticipant violates program requirements
or conditions of occupancy. Grantees
must ensure that supportive services
are provided, so that a participant’s as-
sistance is terminated only in the most
severe cases.

(ii) Procedure. In terminating assist-
ance to any program participant for
violation of requirements, grantees
must provide a formal process that rec-
ognizes the rights of individuals receiv-
ing assistance to due process of law.
This process at minimum, must consist
of:

(A) Serving the participant with a
written notice containing a clear state-
ment of the reasons for termination;

(B) Permitting the participant to
have a review of the decision, in which
the participant is given the oppor-
tunity to confront opposing witnesses,
present written objections, and be rep-
resented by their own counsel, before a
person other than the person (or a sub-
ordinate of that person) who made or
approved the termination decision; and

(C) Providing prompt written notifi-
cation of the final decision to the par-
ticipant.

(Paragraph (c) approved by the Office of
Management and Budget under control num-
ber 2506–0133)

[57 FR 61740, Dec. 28, 1992, as amended at 59
FR 17200, Apr. 11, 1994; 61 FR 7963, Feb. 29,
1996]

§ 574.320 Additional standards for
rental assistance.

(a) If grant funds are used to provide
rental assistance, the following addi-
tional standards apply:

(1) Maximum subsidy. The amount of
grant funds used to pay monthly assist-
ance for an eligible person may not ex-
ceed the difference between:

(i) The lower of the rent standard or
reasonable rent for the unit; and

(ii) The resident’s rent payment cal-
culated under § 574.310(d).

(2) Rent standard. The rent standard
shall be established by the grantee and
shall be no more than the published
section 8 fair market rent (FMR) or the
HUD-approved community-wide excep-
tion rent for the unit size. However, on
a unit by unit basis, the grantee may
increase that amount by up to 10 per-
cent for up to 20 percent of the units
assisted.

(3) Rent reasonableness. The rent
charged for a unit must be reasonable
in relation to rents currently being
charged for comparable units in the
private unassisted market and must
not be in excess of rents currently
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being charged by the owner for com-
parable unassisted units.

(b) With respect to shared housing ar-
rangements, the rent charged for an as-
sisted family or individual shall be in
relation to the size of the private space
for that assisted family or individual in
comparison to other private space in
the shared unit, excluding common
space. An assisted family or individual
may be assigned a pro rata portion
based on the ratio derived by dividing
the number of bedrooms in their pri-
vate space by the number of bedrooms
in the unit. Participation in shared
housing arrangements shall be vol-
untary.

[57 FR 61740, Dec. 28, 1992, as amended at 61
FR 7963, Feb. 29, 1996]

§ 574.330 Additional standards for
short-term supported housing.

Short-term supported housing in-
cludes facilities to provide temporary
shelter to eligible individuals as well
as rent, mortgage, and utilities pay-
ments to enable eligible individuals to
remain in their own dwellings. If grant
funds are used to provide such short-
term supported housing assistance, the
following additional standards apply:

(a) Time limits. (1) A short-term sup-
ported housing facility may not pro-
vide residence to any individual for
more than 60 days during any six
month period. Rent, mortgage, and
utilities payments to prevent the
homelessness of the tenant or mortga-
gor of a dwelling may not be provided
to such an individual for these costs
accruing over a period of more than 21
weeks in any 52 week period. These
limitations do not apply to rental as-
sistance provided under § 574.300(b)(5).

(2) Waiver of time limitations. HUD
may waive, as it determines appro-
priate, the limitations of paragraph
(a)(1) and will favorably consider a
waiver based on the good faith effort of
a project sponsor to provide permanent
housing under subsection (c).

(b) Residency limitations—(1) Resi-
dency. A short-term supported facility
may not provide shelter or housing at
any single time for more than 50 fami-
lies or individuals;

(2) Waiver of residency limitations.
HUD may waive, as it determines ap-

propriate, the limitations of paragraph
(b)(1) of this section.

(c) Placement. A short-term supported
housing facility assisted under this
part must, to the maximum extent
practicable, provide each individual
living in such housing the opportunity
for placement in permanent housing or
in a living environment appropriate to
his or her health and social needs.

(d) Assistance to continue independent
living. In addition to the supportive
services provided when an individual is
relocated to a short-term supported
housing facility, supportive services
may be provided to individuals when
they remain in their residence because
the residence is appropriate to the
needs of the individual. In the latter
case, a rent, mortgage and utilities
payments program assisted under this
part shall provide, when reasonable,
supportive services specifically de-
signed to maintain the individual in
such residence.

(e) Case management services. A pro-
gram assisted under this section shall
provide each assisted individual with
an opportunity, if eligible, to receive
case management services from the ap-
propriate social service agencies.

(Paragraph (b) approved by the Office of
Management and Budget under control num-
ber 2506–0133)

[57 FR 61740, Dec. 28, 1992, as amended at 59
FR 17200, Apr. 11, 1994]

§ 574.340 Additional standards for
community residences.

(a) A community residence is a mul-
tiunit residence designed for eligible
persons to provide a lower cost residen-
tial alternative to institutional care;
to prevent or delay the need for such
care; to provide a permanent or transi-
tional residential setting with appro-
priate services to enhance the quality
of life for those who are unable to live
independently; and to enable such per-
sons to participate as fully as possible
in community life.

(b) If grant funds are used to provide
a community residence, except for
planning and other expenses prelimi-
nary to construction or other physical
improvement for a community resi-
dence, the grantee must, prior to the
expenditure of such funds, obtain and
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keep on file the following certifi-
cations:

(1) A services agreement. (i) A certifi-
cation that the grantee will itself pro-
vide services as required by § 574.310(a)
to eligible persons assisted by the com-
munity residence; or

(ii) A certification that the grantee
has entered into a written agreement
with a project sponsor or contracted
service provider to provide services as
required by § 574.310(a) to eligible per-
sons assisted by the community resi-
dence;

(2) The adequacy of funding. (i) A cer-
tification that the grantee has ac-
quired sufficient funding for these serv-
ices; or

(ii) A certification that the grantee
has on file an analysis of the service
level needed for each community resi-
dence, a statement of which grantee
agency, project sponsor, or service pro-
vider will provide the needed services,
and a statement of how the services
will be funded; and

(3) Capability. (i) A certification that
the grantee is qualified to provide the
services; or

(ii) A certification that the project
sponsor or the service provider is quali-
fied to provide the services.

[57 FR 61740, Dec. 28, 1992, as amended at 59
FR 17200, Apr. 11, 1994]

Subpart E—Special Responsibilities
of Grantees and Project Sponsors

§ 574.400 Prohibition of substitution of
funds.

Amounts received from grants under
this part may not be used to replace
other amounts made available or des-
ignated by State or local governments
through appropriations for use for the
purposes of this part.

§ 574.410 Capacity.
The grantee shall ensure that any

project sponsor with which the grantee
contracts to carry out an activity
under this part has the capacity and
capability to effectively administer the
activity.

§ 574.420 Cooperation.
(a) The grantee shall agree, and shall

ensure that each project sponsor

agrees, to cooperate and coordinate in
providing assistance under this part
with the agencies of the relevant State
and local governments responsible for
services in the area served by the
grantee for eligible persons and other
public and private organizations and
agencies providing services for such el-
igible persons.

(b) A grantee that is a State shall ob-
tain the approval of the unit of general
local government in which a project is
to be located before entering into a
contract with a project sponsor to
carry out an activity authorized under
this part.

(c) A grantee that is a city receiving
a formula allocation for an EMSA shall
coordinate with other units of general
local government located within the
metropolitan statistical area to ad-
dress needs within that area.

§ 574.430 Fee prohibitions.

The grantee shall agree, and shall en-
sure that each project sponsor agrees,
that no fee, except rent, will be
charged of any eligible person for any
housing or services provided with
amounts from a grant under this part.

§ 574.440 Confidentiality.

The grantee shall agree, and shall en-
sure that each project sponsor agrees,
to ensure the confidentiality of the
name of any individual assisted under
this part and any other information re-
garding individuals receiving assist-
ance.

§ 574.450 Financial records.
The grantee shall agree, and shall en-

sure that each project sponsor agrees,
to maintain and make available to
HUD for inspection financial records
sufficient, in HUD’s determination, to
ensure proper accounting and disburs-
ing of amounts received from a grant
under this part.

Subpart F—Grant Administration

§ 574.500 Responsibility for grant ad-
ministration.

(a) General. Grantees are responsible
for ensuring that grants are adminis-
tered in accordance with the require-
ments of this part and other applicable
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laws. Grantees are responsible for en-
suring that their respective project
sponsors carry out activities in compli-
ance with all applicable requirements.

(b) Grant agreement. The grant agree-
ment will provide that the grantee
agrees, and will ensure that each
project sponsor agrees, to:

(1) Operate the program in accord-
ance with the provisions of these regu-
lations and other applicable HUD regu-
lations;

(2) Conduct an ongoing assessment of
the housing assistance and supportive
services required by the participants in
the program;

(3) Assure the adequate provision of
supportive services to the participants
in the program; and

(4) Comply with such other terms and
conditions, including recordkeeping
and reports (which must include racial
and ethnic data on participants) for
program monitoring and evaluation
purposes, as HUD may establish for
purposes of carrying out the program
in an effective and efficient manner.

(c) Enforcement. HUD will enforce the
obligations in the grant agreement in
accordance with the provisions of 24
CFR 85.43. A grantee will be provided
an opportunity for informal consulta-
tion before HUD will exercise any rem-
edies authorized in paragraph (a) of
that section.

§ 574.510 Environmental procedures
and standards.

Before any amounts under this pro-
gram are used to acquire, rehabilitate,
convert, lease, repair or construct
properties to provide housing, HUD
shall perform a review in accord with
24 CFR part 50, which implements the
National Environmental Policy Act
and the related Federal environmental
laws and authorities listed under 24
CFR 50.4. In performing its environ-
mental review, HUD may use pre-
viously issued environmental reviews
prepared by other local, State, or fed-
eral agencies for the proposed property.
The grantee will cooperate in providing
these documents. HUD must, however,
conduct the environmental analysis
and prepare the environmental review
and be responsible for the required en-
vironmental findings. An environ-

mental assurance shall be provided by
an applicant for formula allocations or
competitive awards in accordance with
24 CFR 50.3(i).

[61 FR 7963, Feb. 29, 1996]

§ 574.520 Performance reports.

(a) Formula grants. For a formula
grant recipient, the performance re-
porting requirements are specified in 24
CFR part 91.

(b) Competitive grants. A grantee shall
submit to HUD annually a report de-
scribing the use of the amounts re-
ceived, including the number of indi-
viduals assisted, the types of assistance
provided, and any other information
that HUD may require. Annual reports
are required until all grant funds are
expended.

[60 FR 1918, Jan. 5, 1995]

§ 574.530 Recordkeeping.

Each grantee must ensure that
records are maintained for a four-year
period to document compliance with
the provisions of this part. Grantees
must maintain current and accurate
data on the race and ethnicity of pro-
gram participants.

[57 FR 61740, Dec. 28, 1992, as amended at 60
FR 1918, Jan. 5, 1995]

§ 574.540 Deobligation of funds.

HUD may deobligate all or a portion
of the amounts approved for eligible
activities if such amounts are not ex-
pended in a timely manner, or the pro-
posed activity for which funding was
approved is not provided in accordance
with the approved application or action
plan and the requirements of this regu-
lation. HUD may deobligate any
amount of grant funds that have not
been expended within a three-year pe-
riod from the date of the signing of the
grant agreement. The grant agreement
may set forth other circumstances
under which funds may be deobligated
or sanctions imposed.

[61 FR 7963, Feb. 29, 1996]
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Subpart G—Other Federal
Requirements

§ 574.600 Cross-reference.
The Federal requirements set forth

in 24 CFR part 5 apply to this program
as specified in this subpart.

[61 FR 5209, Feb. 9, 1996]

§ 574.603 Nondiscrimination and equal
opportunity.

Within the population eligible for
this program, the nondiscrimination
and equal opportunity requirements
set forth in 24 CFR part 5 and the fol-
lowing requirements apply:

(a) Fair housing requirements. (1)
Grantees and project sponsors shall
comply with the applicable provisions
of the Americans with Disabilities Act
(42 U.S.C. 12101–12213) and implement-
ing regulations at 28 CFR part 35
(States and local government grantees)
and part 36 (public accommodations
and requirements for certain types of
short-term housing assistance).

(2) Executive Order 11246, as amended
by Executive Orders 11375, 11478, 12086,
and 12107 (3 CFR, 1964–1965 Comp., p.
339; 3 CFR, 1966–1970 Comp., p. 684; 3
CFR, 1966–1970 Comp., p. 803; 3 CFR 1978
Comp., p. 230; and 3 CFR, 1978 Comp., p.
264) (Equal Employment Opportunity)
does not apply to this program.

(b) Affirmative outreach. A grantee or
project sponsor must adopt procedures
to ensure that all persons who qualify
for the assistance, regardless of their
race, color, religion, sex, age, national
origin, familial status, or handicap,
know of the availability of the HOPWA
program, including facilities and serv-
ices accessible to persons with a handi-
cap, and maintain evidence of imple-
mentation of the procedures.

[57 FR 61740, Dec. 28, 1992, as amended at 59
FR 33894, June 30, 1994. Redesignated and
amended at 61 FR 5209, Feb. 9, 1996; 61 FR
7964, Feb. 29, 1996]

§ 574.605 Applicability of OMB circu-
lars.

The policies, guidelines, and require-
ments of 24 CFR part 85 (codified pur-
suant to OMB Circular No. A–102) and
OMB Circular No. A–87 apply with re-
spect to the acceptance and use of
funds under the program by States and

units of general local government, in-
cluding public agencies, and Circulars
Nos. A–110 and A–122 apply with respect
to the acceptance and use of funds
under the program by private non-prof-
it entities. (Copies of OMB Circulars
may be obtained from E.O.P. Publica-
tions, room 2200, New Executive Office
Building, Washington, DC 20503, tele-
phone (202) 395–7332. (This is not a toll-
free number.) There is a limit of two
free copies.

§ 574.625 Conflict of interest.

(a) In addition to the conflict of in-
terest requirements in OMB Circular
A–102 and 24 CFR 85.36(b)(3), no person
who is an employee, agent, consultant,
officer, or elected or appointed official
of the grantee or project sponsor and
who exercises or has exercised any
functions or responsibilities with re-
spect to assisted activities, or who is in
a position to participate in a decision
making process or gain inside informa-
tion with regard to such activities,
may obtain a financial interest or ben-
efit from the activity, or have an inter-
est in any contract, subcontract, or
agreement with respect thereto, or the
proceeds thereunder, either for himself
or herself or for those with whom he or
she has family or business ties, during
his or her tenure or for one year there-
after.

(b) Exceptions: Threshold requirements.
Upon the written request of the recipi-
ent, HUD may grant an exception to
the provisions of paragraph (a) of this
section when it determines that the ex-
ception will serve to further the pur-
poses of the HOPWA program and the
effective and efficient administration
of the recipient’s program or project.
An exception may be considered only
after the recipient has provided the fol-
lowing:

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

(2) An opinion of the recipient’s at-
torney that the interest for which the
exception is sought would not violate
State or local law.

(c) Factors to be considered for excep-
tions. In determining whether to grant
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a requested exception after the recipi-
ent has satisfactorily met the require-
ments of paragraph (b) of this section,
HUD will consider the cumulative ef-
fect of the following factors, where ap-
plicable:

(1) Whether the exception would pro-
vide a significant cost benefit or an es-
sential degree of expertise to the pro-
gram or project that would otherwise
not be available;

(2) Whether the person affected is a
member of a group or class of eligible
persons and the exception will permit
such person to receive generally the
same interests or benefits as are being
made available or provided to the
group or class;

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

(4) Whether the interest or benefit
was present before the affected person
was in a position as described in para-
graph (a) of this section;

(5) Whether undue hardship will re-
sult either to the recipient or the per-
son affected when weighed against the
public interest served by avoiding the
prohibited conflict; and

(6) Any other relevant consider-
ations.

§ 574.630 Displacement, relocation and
real property acquisition.

(a) Minimizing displacement. Consist-
ent with the other goals and objectives
of this part, grantees and project spon-
sors must assure that they have taken
all reasonable steps to minimize the
displacement of persons (families, indi-
viduals, businesses, nonprofit organiza-
tions, and farms) as a result of a
project assisted under this part.

(b) Relocation assistance for displaced
persons. A displaced person (defined in
paragraph (f) of this section) must be
provided relocation assistance at the
levels described in, and in accordance
with the requirements of, the Uniform
Relocation Assistance and Real Prop-
erty Acquisition Policies Act of 1970
(URA) (42 U.S.C. 4601–4655) and imple-
menting regulations at 49 CFR part 24.

(c) Real property acquisition require-
ments. The acquisition of real property
for a project is subject to the URA and

the requirements described in 49 CFR
part 24, subpart B.

(d) Appeals. A person who disagrees
with the grantee’s or project sponsor’s
determination concerning whether the
person qualifies as a ‘‘displaced per-
son,’’ or the amount of relocation as-
sistance for which the person is eligi-
ble, may file a written appeal of that
determination with the grantee. A low-
income person who is dissatisfied with
the grantee’s determination on his or
her appeal may submit a written re-
quest for review of that determination
to the HUD Field Office.

(e) Responsibility of grantee. (1) Each
grantee shall certify (i.e., provide as-
surance of compliance as required by 49
CFR part 24) that it will comply with
the URA, the regulations at 49 CFR
part 24, and the requirements of this
section, and shall ensure such compli-
ance notwithstanding any third party’s
contractual obligation to the grantee
to comply with these provisions.

(2) The cost of required relocation as-
sistance is an eligible project cost in
the same manner and to the same ex-
tent as other project costs. Such costs
also may be paid for with funds avail-
able from other sources.

(3) The grantee shall maintain
records in sufficient detail to dem-
onstrate compliance with these provi-
sions.

(f) Definition of displaced person. (1)
For purposes of this section, the term
‘‘displaced person’’ means a person
(family, individual, business, nonprofit
organization, or farm) that moves from
real property, or moves personal prop-
erty from real property, permanently,
as a direct result of acquisition, reha-
bilitation, or demolition for a project
assisted under this part. This includes
any permanent, involuntary move for
an assisted project including any per-
manent move for an assisted project,
including any permanent move from
the real property that is made:

(i) After notice by the grantee,
project sponsor, or property owner to
move permanently from the property,
if the move occurs on or after the date
that the grantee submits to HUD an
application for assistance that is later
approved and funded;

(ii) Before the submission of the ap-
plication to HUD, if the grantee,
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project sponsor, or HUD determines
that the displacement resulted directly
from acquisition, rehabilitation, or
demolition for the assisted project; or

(iii) By a tenant-occupant of a dwell-
ing unit, if any one of the following
three situations occurs:

(A) The tenant moves after the ‘‘ini-
tiation of negotiations’’ and the move
occurs before the tenant has been pro-
vided written notice offering him or
her the opportunity to lease and oc-
cupy a suitable, decent, safe and sani-
tary dwelling in the same building/
complex, under reasonable terms and
conditions, upon completion of the
project. Such reasonable terms and
conditions include a monthly rent and
estimated average monthly utility
costs that do not exceed the greater of:

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

(2) 30 percent of gross household in-
come; or

(B) The tenant is required to relocate
temporarily, does not return to the
building/complex and either:

(1) The tenant is not offered payment
for all reasonable out-of-pocket ex-
penses incurred in connection with the
temporary relocation, or

(2) Other conditions of the temporary
relocation are not reasonable; or

(C) The tenant is required to move to
another unit in the same building/com-
plex but is not offered reimbursement
for all reasonable out-of-pocket ex-
penses incurred in connection with the
move, or other conditions of the move
are not reasonable.

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

(i) The person has been evicted for se-
rious or repeated violation of the terms
and conditions of the lease or occu-
pancy agreement, violation or applica-
ble Federal, State or local law, or other
good cause, and HUD determines that
the eviction was not undertaken for
the purposes of evading the obligation
to provide relocation assistance;

(ii) The person moved into the prop-
erty after the submission of the appli-
cation and, before signing a lease and

commencing occupancy, was provided
written notice of the project, its pos-
sible impact on the person (e.g., the
person may be displaced, temporarily
relocated, or suffer a rent increase) and
the fact that the person would not
qualify as a ‘‘displaced person’’ (or for
any assistance provided under this sec-
tion), if the project is approved;

(iii) The person is ineligible under 49
CFR 24.2(g)(2); or

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

(3) The grantee or project sponsor
may request, at any time, HUD’s deter-
mination of whether a displacement is
or would be covered under this section.

(g) Definition of initiation of negotia-
tions. For purposes of determining the
formula for computing the replacement
housing assistance to be provided to a
residential tenant displaced as a direct
result of privately undertaken rehabili-
tation, demolition, or acquisition of
the real property, the term ‘‘initiation
of negotiations’’ means the execution
of the agreement between the grantee
and the project sponsor.

§ 574.635 Lead-based paint.

The grantee and project sponsor
must comply with the requirements of
the Lead-Based Paint Poisoning Pre-
vention Act (42 U.S.C. 4821–4846) and
implementing regulations at 24 CFR
part 35, as applicable. In addition, the
grantee and project sponsor must also
meet the following requirements relat-
ing to inspection and abatement of de-
fective lead-based paint surfaces;

(a) Treatment of defective paint sur-
faces must be performed before final
inspection and approval of the renova-
tion, rehabilitation or conversion ac-
tivity under this part; and

(b) Appropriate action must be taken
to protect facility occupants from the
hazards associated with lead-based
paint abatement procedures.

(Approved by the Office of Management and
Budget under control number 2506–0133)

§ 574.640 Flood insurance protection.

No property to be assisted under this
part may be located in an area that has
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been identified by the Federal Emer-
gency Management Agency (FEMA) as
having special flood hazards, unless:

(a)(1) The community in which the
area is situated is participating in the
National Flood Insurance Program and
the regulations thereunder (44 CFR
parts 59 through 79); or

(2) Less than a year has passed since
FEMA notification regarding such haz-
ards; and

(b) The grantee will ensure that flood
insurance on the structure is obtained
in compliance with section 102(a) of the
Flood Disaster Protection Act of 1973
(42 U.S.C. 4001 et seq.).

§ 574.645 Coastal barriers.
In accordance with the Coastal Bar-

rier Resources Act, 16 U.S.C. 3501, no fi-
nancial assistance under this part may
be made available within the Coastal
Barrier Resources System.

§ 574.650 Audit.
The financial management system

used by a State or unit of general local
government that is a grantee must pro-
vide for audits in accordance with 24
CFR part 44. A nonprofit organization
that is a grantee or a project sponsor is
subject to the audit requirements set
forth in 24 CFR part 45.

§ 574.655 Wage rates.
The provisions of the Davis-Bacon

Act (40 U.S.C. 276a–276a–5) do not apply
to this program, except where funds re-
ceived under this part are combined
with funds from other Federal pro-
grams that are subject to the Act.

[59 FR 17201, Apr. 11, 1994]
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AUTHORITY: 42 U.S.C. 3535(d) and 11376.
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Subpart A—General

§ 576.1 Applicability and purpose.

This part implements the Emergency
Shelter Grants program contained in
subtitle B of title IV of the Stewart B.
McKinney Homeless Assistance Act (42
U.S.C. 11371–11378). The program au-
thorizes the Secretary to make grants
to States, units of general local gov-
ernment, territories, and Indian tribes
(and to private nonprofit organizations
providing assistance to homeless indi-
viduals in the case of grants made with
reallocated amounts) for the rehabili-
tation or conversion of buildings for
use as emergency shelter for the home-
less, for the payment of certain operat-
ing expenses and essential services in
connection with emergency shelters for
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