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FISCAL  ‐ AGENCY MONITORING GUIDANCE 

Monitoring Focus: Completeness of Fiscal Agency Documentation Guidance: 
Agency Fiscal Policies & Procedures 
1. Fiscal procedures are written, complete, and current.  

45 CFR Part 75.302 Financial management and standards for financial management systems. 
(b) The financial management system of each non-Federal entity must provide for the 

following. 
(6) Written procedures to implement the requirements of §75.305. 
(7) Written procedures for determining the allowability of costs in accordance with subpart 

E of this part and the terms and conditions of the Federal award. 
75.305 Payment 

(b) For non-Federal entities other than states, payments methods must minimize the time 
elapsing between the transfer of funds from the United States Treasury or the pass-
through entity and the disbursement by the non-Federal entity whether the payment is 
made by electronic funds transfer, or issuance or redemption of checks, warrants, or 
payment by other means. See also §75.302(b)(6). Except as noted elsewhere in this part, 
HHS awarding agencies must require recipients to use only OMB-approved standard 
government-wide information collection requests to request payment. 
(1) The non-Federal entity must be paid in advance, provided it maintains or 

demonstrates the willingness to maintain both written procedures that minimize the 
time elapsing between the transfer of funds and disbursement by the non-Federal 
entity, and financial management systems that meet the standards for fund control 
and accountability as established in this part. Advance payments to a non-Federal 
entity must be limited to the minimum amounts needed and be timed to be in 
accordance with the actual, immediate cash requirements of the non-Federal entity 
in carrying out the purpose of the approved program or project. The timing and 
amount of advance payments must be as close as is administratively feasible to the 
actual disbursements by the non-Federal entity for direct program or project costs 
and the proportionate share of any allowable indirect costs. The non-Federal entity 
must make timely payment to contractors in accordance with the contract provisions. 
75.316 Purpose of property standards. 
Sections 75.317 through 75.323 set forth uniform standards governing management 
and disposition of property furnished by HHS or whose cost was charged directly to 
a project supported by an HHS award. The HHS awarding agency may not impose 
additional requirements, unless specifically required to do so by Federal statute. The 
recipient may use its own property management standards and procedures provided 
they meet the provisions of these sections. 
75.320 Equipment 

 Request Agency Policies and Procedures 
 Agency should have procedures that address the following: 

General Policies 
‐ Conflicts of Interest 
‐ Security – Storage Backup Files 
‐ Record Retention 
‐ Financial Reporting including: 

 Management 
 Board/Parent Policy Committee 

o Financials Budget to Actual (Federal and Non-Federal Funds) 
o Credit Cards Expenditures 
o Meals Served 
o Attendance (inc. over-income, disabilities) 

 
Revenue Procedures 

 Inkind/Non Federal Share  
 Determining Allowability 
 Collection Process 
 Review/Approval Process 
 

Expenditure Procedures     
‐ Code of Conduct (in reference to Purchasing) 
‐ Procurement Procedures  

 Simplified Acquisition Threshold 
 Definition of Obligation 
 Authorization and Purchasing Limits 

‐ Purchase Order 
‐ Mandatory Contract Provisions 
‐ Receipt of Goods 
‐ Journal Entries 
‐ Process for Determining Allowability, Allocability and Reasonableness 
‐ Travel 

 Employee Vehicle Insurance 
 Authorization/Reimbursement 

‐ Agency Credit Card 
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(d) Management requirements. Procedures for managing equipment (including replacement 
equipment), whether acquired in whole or in part under a Federal award, until disposition 
takes place. 

75.327 General procurement standards. 
(a) The non-Federal entity must use its own documented procurement procedures which 

reflect applicable State, local, and tribal laws and regulations, provided that the 
procurements conform to applicable Federal law and the standards identified in this part. 

(c) (1)   The non-Federal entity must maintain written standards of conduct covering conflicts 
of interest and governing the actions of its employees engaged in the selection, 
award and administration of contracts. No employee, officer, or agent may 
participate in the selection, award, or administration of a contract supported by a 
Federal award if he or she has a real or apparent conflict of interest. Such a conflict 
of interest would arise when the employee, officer, or agent, any member of his or 
her immediate family, his or her partner, or an organization which employs or is 
about to employ any of the parties indicated herein, has a financial or other interest 
in or a tangible personal benefit from a firm considered for a contract. The officers, 
employees, and agents of the non-Federal entity may neither solicit nor accept 
gratuities, favors, or anything of monetary value from contractors or parties to 
subcontracts. However, non-Federal entities may set standards for situations in 
which the financial interest is not substantial or the gift is an unsolicited item of 
nominal value. The standards of conduct must provide for disciplinary actions to be 
applied for violations of such standards by officers, employees, or agents of the non-
Federal entity. 

(2) If the non-Federal entity has a parent, affiliate, or subsidiary organization that is not a 
state, local government, or Indian tribe, the non-Federal entity must also maintain 
written standards of conduct covering organizational conflicts of interest. 
Organizational conflicts of interest means that because of relationships with a parent 
company, affiliate, or subsidiary organization, the non-Federal entity is unable or 
appears to be unable to be impartial in conducting a procurement action involving a 
related organization. 

(d) The non-Federal entity's procedures must avoid acquisition of unnecessary or duplicative 
items. Consideration should be given to consolidating or breaking out procurements to 
obtain a more economical purchase. Where appropriate, an analysis will be made of 
lease versus purchase alternatives, and any other appropriate analysis to determine the 
most economical approach. 
75.328  Competition 

(c) The non-Federal entity must have written procedures for procurement transactions. 
These procedures must ensure that all solicitations: 
(1) Incorporate a clear and accurate description of the technical requirements for the 

material, product, or service to be procured. Such description must not, in 
competitive procurements, contain features which unduly restrict competition. The 
description may include a statement of the qualitative nature of the material, product 

 General Policies 
 Usage Limitations 
 List of Card Holders 
 Usage of Reward Points 

‐ Cost Allocation Plan 
‐ Personnel Activity Reports 

 Process to expense salaries based off after-the-fact determination of actual activity 
‐ Timesheet Process 

 
Cash Management 

‐ Cash Flow Management 
‐ Handling of Cash/Check 
‐ Interest Allocation Process 
‐ Process to Check Preparation 

 Internal Controls  
 Check Stocks 
 Check Signers 
 Mechanical Check Signers 
 Signatures Stamps 
 Check Handling/Mailing 

‐ Petty Cash 
‐ Inventory 
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or service to be procured and, when necessary, must set forth those minimum 
essential characteristics and standards to which it must conform if it is to satisfy its 
intended use. Detailed product specifications should be avoided if at all possible. 
When it is impractical or uneconomical to make a clear and accurate description of 
the technical requirements, a “brand name or equivalent” description may be used as 
a means to define the performance or other salient requirements of procurement. 
The specific features of the named brand which must be met by offers must be 
clearly stated; and 

(2) Identify all requirements which the offerors must fulfill and all other factors to be used 
in evaluating bids or proposals. 
75.329 Procurement Procedures 

The non-Federal entity must use one of the following methods of procurement. 
(a) Procurement by micro-purchases. Procurement by micro-purchase is the acquisition of 

supplies or services, the aggregate dollar amount of which does not exceed the micro-
purchase threshold (See micro-purchase). To the extent practicable, the non-Federal 
entity must distribute micro-purchases equitably among qualified suppliers. Micro-
purchases may be awarded without soliciting competitive quotations if the non-Federal 
entity considers the price to be reasonable. 

(b) Procurement by small purchase procedures. Small purchase procedures are those 
relatively simple and informal procurement methods for securing services, supplies, or 
other property that do not cost more than the Simplified Acquisition Threshold. If small 
purchase procedures are used, price or rate quotations must be obtained from an 
adequate number of qualified sources. 

(c) Procurement by sealed bids (formal advertising). Bids are publicly solicited and a firm 
fixed price contract (lump sum or unit price) is awarded to the responsible bidder whose 
bid, conforming with all the material terms and conditions of the invitation for bids, is the 
lowest in price. The sealed bid method is the preferred method for procuring construction, 
if the conditions in paragraph (c)(1) of this section apply. 
(1) In order for sealed bidding to be feasible, the following conditions should be present: 

(i) A complete, adequate, and realistic specification or purchase description is 
available; 

(ii) Two or more responsible bidders are willing and able to compete effectively for 
the business; and 

(iii) The procurement lends itself to a firm fixed price contract and the selection of 
the successful bidder can be made principally on the basis of price. 

(2) If sealed bids are used, the following requirements apply: 
(i) Bids must be solicited from an adequate number of known suppliers, providing 

them sufficient response time prior to the date set for opening the bids, for local, 
and tribal governments, the invitation for bids must be publicly advertised; 

(ii) The invitation for bids, which will include any specifications and pertinent 
attachments, must define the items or services in order for the bidder to 
properly respond; 
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(iii) All bids will be opened at the time and place prescribed in the invitation for bids, 
for local, and tribal governments, the bids must be opened publicly; 

(iv) A firm fixed price contract award will be made in writing to the lowest responsive 
and responsible bidder. Where specified in bidding documents, factors such as 
discounts, transportation cost, and life cycle costs must be considered in 
determining which bid is lowest. Payment discounts will only be used to 
determine the low bid when prior experience indicates that such discounts are 
usually taken advantage of; and 

(v) Any or all bids may be rejected if there is a sound documented reason. 
(d) Procurement by competitive proposals. The technique of competitive proposals is 

normally conducted with more than one source submitting an offer, and either a fixed 
price or cost-reimbursement type contract is awarded. It is generally used when 
conditions are not appropriate for the use of sealed bids. If this method is used, the 
following requirements apply: 
(1) Requests for proposals must be publicized and identify all evaluation factors and 

their relative importance. Any response to publicized requests for proposals must be 
considered to the maximum extent practical; 

(2) Proposals must be solicited from an adequate number of qualified sources; 
(3) The non-Federal entity must have a written method for conducting technical 

evaluations of the proposals received and for selecting recipients; 
(4) Contracts must be awarded to the responsible firm whose proposal is most 

advantageous to the program, with price and other factors considered; and 
(5) The non-Federal entity may use competitive proposal procedures for qualifications-

based procurement of architectural/engineering (A/E) professional services whereby 
competitors' qualifications are evaluated and the most qualified competitor is 
selected, subject to negotiation of fair and reasonable compensation. The method, 
where price is not used as a selection factor, can only be used in procurement of A/E 
professional services. It cannot be used to purchase other types of services though 
A/E firms are a potential source to perform the proposed effort. 

(e) [Reserved] 
(f) Procurement by noncompetitive proposals. Procurement by noncompetitive proposals is 

procurement through solicitation of a proposal from only one source and may be used 
only when one or more of the following circumstances apply: 
(1) The item is available only from a single source; 
(2) The public exigency or emergency for the requirement will not permit a delay 

resulting from competitive solicitation; 
(3) The HHS awarding agency or pass-through entity expressly authorizes 

noncompetitive proposals in response to a written request from the non-Federal 
entity; or 

(4) After solicitation of a number of sources, competition is determined inadequate. 
75.403 Factors affecting allowability of costs. 

Except where otherwise authorized by statute, costs must meet the following general criteria in 
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order to be allowable under Federal awards: 
(c) Be consistent with policies and procedures that apply uniformly to both federally-financed 

and other activities of the non-Federal entity. 
75.414 Indirect (F&A) costs. 

(c) Federal Agency Acceptance of Negotiated Indirect Cost Rates. 
(3) The HHS awarding agency must implement, and make publicly available, the 

policies, procedures and general decision making criteria that their programs will 
follow to seek and justify deviations from negotiated rates. 
75.419 Cost accounting standards and disclosure statement. 

(b) Disclosure statement. An IHE that receives aggregate Federal awards totaling $50 million 
or more subject to this part during its most recently completed fiscal year must disclose 
their cost accounting practices by filing a Disclosure Statement (DS-2), which is 
reproduced in appendix III to part 75. With the approval of the cognizant agency for 
indirect costs, an IHE may meet the DS-2 submission by submitting the DS-2 for each 
business unit that received $50 million or more in Federal awards. 
(6) Responsibilities. The cognizant agency for indirect cost must: 

(ii) Prescribe guidelines and establish internal procedures to promptly determine on 
behalf of the Federal Government that a DS-2 adequately discloses the IHE's 
cost accounting practices and that the disclosed practices are compliant with 
applicable CAS and the requirements of this part. 

2. Agency is following its own fiscal procedures. 
See Regulations referenced for #1. 

 After review of agency’s policies and procedures, ensure agency is following its own 
procedures. 

3. Agency has a written and complete Cost Allocation Plan. 
45 CFR Part 75.416  Cost allocation plans and indirect cost proposals. 
(a) For states, local governments and Indian tribes, certain services, such as motor pools, 

computer centers, purchasing, accounting, etc., are provided to operating agencies on a 
centralized basis. Since Federal awards are performed within the individual operating 
agencies, there needs to be a process whereby these central service costs can be 
identified and assigned to benefitted activities on a reasonable and consistent basis. The 
central service cost allocation plan provides that process. 

(b) Individual operating agencies (governmental department or agency), normally charge 
Federal awards for indirect costs through an indirect cost rate. A separate indirect cost 
rate(s) proposal for each operating agency is usually necessary to claim indirect costs 
under Federal-awards. Indirect costs include: 
(1) The indirect costs originating in each department or agency of the governmental unit 

carrying out Federal awards; and 
(2) The costs of central governmental services distributed through the central service 

cost allocation plan and not otherwise treated as direct costs. 
(c) The requirements for development and submission of cost allocation plans (for central 

service costs and public assistance programs) and indirect cost rate proposals are 
contained in appendices IV, V and VI to this part. 

 Request the Agency’s Cost Allocation.  
 Review plan to determine that the basis is reasonable and the plan is current and accurate. 
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Appendices IV, V, VI 
Appendix IV to Part 75—Indirect (F&A) Costs Identification and Assignment, and Rate 
Determination for Nonprofit Organizations 

A. General 
1. Indirect costs are those that have been incurred for common or joint 

objectives and cannot be readily identified with a particular final cost 
objective. Direct cost of minor amounts may be treated as indirect 
costs under the conditions described in §75.413(d). After direct costs 
have been determined and assigned directly to awards or other work 
as appropriate, indirect costs are those remaining to be allocated to 
benefitting cost objectives. A cost may not be allocated to a Federal 
award as an indirect cost if any other cost incurred for the same 
purpose, in like circumstances, has been assigned to a Federal award 
as a direct cost. 

2. “Major nonprofit organizations” are defined in §75.414(a). See indirect 
cost rate reporting requirements in sections B.2.e and B.3.g. of this 
appendix. 

B. Allocation of Indirect Costs and Determination of Indirect Cost Rates 
1. General 

a. If a nonprofit organization has only one major function, or where 
all its major functions benefit from its indirect costs to 
approximately the same degree, the allocation of indirect costs 
and the computation of an indirect cost rate may be 
accomplished through simplified allocation procedures, as 
described in section B.2 of this Appendix. 

b. If an organization has several major functions which benefit from 
its indirect costs in varying degrees, allocation of indirect costs 
may require the accumulation of such costs into separate cost 
groupings which then are allocated individually to benefitting 
functions by means of a base which best measures the relative 
degree of benefit. The indirect costs allocated to each function 
are then distributed to individual Federal awards and other 
activities included in that function by means of an indirect cost 
rate(s). 

c. The determination of what constitutes an organization's major 
functions will depend on its purpose in being; the types of 
services it renders to the public, its clients, and its members; and 
the amount of effort it devotes to such activities as fundraising, 
public information and membership activities. 

d. Specific methods for allocating indirect costs and computing 
indirect cost rates along with the conditions under which each 
method should be used are described in section B.2 through B.5 
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of this Appendix. 
e. The base period for the allocation of indirect costs is the period 

in which such costs are incurred and accumulated for allocation 
to work performed in that period. The base period normally 
should coincide with the organization's fiscal year but, in any 
event, must be so selected as to avoid inequities in the allocation 
of the costs. 

2. Simplified Allocation Method 
a. Where an organization's major functions benefit from its indirect 

costs to approximately the same degree, the allocation of indirect 
costs may be accomplished by (i) separating the organization's 
total costs for the base period as either direct or indirect, and (ii) 
dividing the total allowable indirect costs (net of applicable 
credits) by an equitable distribution base. The result of this 
process is an indirect cost rate which is used to distribute indirect 
costs to individual Federal awards. The rate should be 
expressed as the percentage which the total amount of allowable 
indirect costs bears to the base selected. This method should 
also be used where an organization has only one major function 
encompassing a number of individual projects or activities, and 
may be used where the level of Federal awards to an 
organization is relatively small. 

b. Both the direct costs and the indirect costs must exclude capital 
expenditures and unallowable costs. However, unallowable costs 
which represent activities must be included in the direct costs 
under the conditions described in §75.413(e). 

c. The distribution base may be total direct costs (excluding capital 
expenditures and other distorting items, such as subawards for 
$25,000 or more), direct salaries and wages, or other base which 
results in an equitable distribution. The distribution base must 
exclude participant support costs as defined in §75.2. 

d. Except where a special rate(s) is required in accordance with 
section B.5 of this Appendix, the indirect cost rate developed 
under the above principles is applicable to all Federal awards of 
the organization. If a special rate(s) is required, appropriate 
modifications must be made in order to develop the special 
rate(s). 

e. For an organization that receives more than $10 million in direct 
Federal funding in a fiscal year, a breakout of the indirect cost 
component into two broad categories, Facilities and 
Administration as defined in §75.414(a), is required. The rate in 
each case must be stated as the percentage which the amount 
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of the particular indirect cost category (i.e., Facilities or 
Administration) is of the distribution base identified with that 
category. 

3. Multiple Allocation Base Method 
a. General. Where an organization's indirect costs benefit its major 

functions in varying degrees, indirect costs must be accumulated 
into separate cost groupings, as described in subparagraph b. 
Each grouping must then be allocated individually to benefitting 
functions by means of a base which best measures the relative 
benefits. The default allocation bases by cost pool are described 
in section B.3.c of this Appendix. 

b. Identification of indirect costs. Cost groupings must be 
established so as to permit the allocation of each grouping on 
the basis of benefits provided to the major functions. Each 
grouping must constitute a pool of expenses that are of like 
character in terms of functions they benefit and in terms of the 
allocation base which best measures the relative benefits 
provided to each function. The groupings are classified within the 
two broad categories: “Facilities” and “Administration,” as 
described in section A.3 of this Appendix. The indirect cost pools 
are defined as follows: 

(1) Depreciation. The expenses under this heading are the portion of the costs of the 
organization's buildings, capital improvements to land and buildings, and equipment 
which are computed in accordance with §75.436 . 

(2) Interest. Interest on debt associated with certain buildings, equipment and capital 
improvements are computed in accordance with §75.449. 

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

(4) General administration and general expenses. The expenses under this heading are 
those that have been incurred for the overall general executive and administrative 
offices of the organization and other expenses of a general nature which do not 
relate solely to any major function of the organization. This category must also 
include its allocable share of fringe benefit costs, operation and maintenance 
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expense, depreciation, and interest costs. Examples of this category include central 
offices, such as the director's office, the office of finance, business services, budget 
and planning, personnel, safety and risk management, general counsel, 
management information systems, and library costs. 
In developing this cost pool, special care should be exercised to ensure that costs 
incurred for the same purpose in like circumstances are treated consistently as either 
direct or indirect costs. For example, salaries of technical staff, project supplies, 
project publication, telephone toll charges, computer costs, travel costs, and 
specialized services costs must be treated as direct costs wherever identifiable to a 
particular program. The salaries and wages of administrative and pooled clerical staff 
should normally be treated as indirect costs. Direct charging of these costs may be 
appropriate as described in §75.413. Items such as office supplies, postage, local 
telephone costs, periodicals and memberships should normally be treated as indirect 
costs. 

c. Allocation bases. Actual conditions must be taken into account in 
selecting the base to be used in allocating the expenses in each 
grouping to benefitting functions. The essential consideration in 
selecting a method or a base is that it is the one best suited for 
assigning the pool of costs to cost objectives in accordance with 
benefits derived; a traceable cause and effect relationship; or 
logic and reason, where neither the cause nor the effect of the 
relationship is determinable. When an allocation can be made by 
assignment of a cost grouping directly to the function benefitted, 
the allocation must be made in that manner. When the expenses 
in a cost grouping are more general in nature, the allocation 
must be made through the use of a selected base which 
produces results that are equitable to both the Federal 
Government and the organization. The distribution must be 
made in accordance with the bases described herein unless it 
can be demonstrated that the use of a different base would result 
in a more equitable allocation of the costs, or that a more readily 
available base would not increase the costs charged to Federal 
awards. The results of special cost studies (such as an 
engineering utility study) must not be used to determine and 
allocate the indirect costs to Federal awards. 

(1) Depreciation. Depreciation expenses must be allocated in the following manner: 
(a) Depreciation on buildings used exclusively in the conduct of a single function, and on 

capital improvements and equipment used in such buildings, must be assigned to that 
function. 

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

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

(i) the employees and other users on a full-time equivalent (FTE) basis or salaries 
and wages of those individual functions benefitting from the use of that space; 
or 

(ii) organization-wide employee FTEs or salaries and wages applicable to the 
benefitting functions of the organization. 

(d) Depreciation on certain capital improvements to land, such as paved parking areas, 
fences, sidewalks, and the like, not included in the cost of buildings, must be allocated to 
user categories on a FTE basis and distributed to major functions in proportion to the 
salaries and wages of all employees applicable to the functions. 
(2) Interest. Interest costs must be allocated in the same manner as the depreciation on 

the buildings, equipment and capital equipment to which the interest relates. 
(3) Operation and maintenance expenses. Operation and maintenance expenses must 

be allocated in the same manner as the depreciation. 
(4) General administration and general expenses. General administration and general 

expenses must be allocated to benefitting functions based on modified total costs 
(MTC). The MTC is the modified total direct costs (MTDC), as described in §75.2, 
plus the allocated indirect cost proportion. The expenses included in this category 
could be grouped first according to major functions of the organization to which they 
render services or provide benefits. The aggregate expenses of each group must 
then be allocated to benefitting functions based on MTC. 

d. Order of distribution. 
(1) Indirect cost categories consisting of depreciation, interest, operation and 

maintenance, and general administration and general expenses must be allocated in 
that order to the remaining indirect cost categories as well as to the major functions 
of the organization. Other cost categories should be allocated in the order 
determined to be most appropriate by the organization. This order of allocation does 
not apply if cross allocation of costs is made as provided in section B.3.d.2 of this 
Appendix. 

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

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

f. Distribution basis. Indirect costs must be distributed to applicable 
Federal awards and other benefitting activities within each major 
function on the basis of MTDC (see definition in §75.2). 

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

4. Direct Allocation Method 
a. Some nonprofit organizations treat all costs as direct costs 

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

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

c. Under this method, indirect costs consist exclusively of general 
administration and general expenses. In all other respects, the 
organization's indirect cost rates must be computed in the same 
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manner as that described in section B.2 of this Appendix. 
5. Special Indirect Cost Rates 

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

C. Negotiation and Approval of Indirect Cost Rates 
2. Definitions 

As used in this section, the following terms have the meanings set 
forth in this section: 
a. Cognizant agency for indirect costs means the Federal agency 

responsible for negotiating and approving indirect cost rates for a 
nonprofit organization on behalf of all Federal agencies. 

b. Predetermined rate means an indirect cost rate, applicable to a 
specified current or future period, usually the organization's fiscal 
year. The rate is based on an estimate of the costs to be 
incurred during the period. A predetermined rate is not subject to 
adjustment. 

c. Fixed rate means an indirect cost rate which has the same 
characteristics as a predetermined rate, except that the 
difference between the estimated costs and the actual costs of 
the period covered by the rate is carried forward as an 
adjustment to the rate computation of a subsequent period. 

d. Final rate means an indirect cost rate applicable to a specified 
past period which is based on the actual costs of the period. A 
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final rate is not subject to adjustment. 
e. Provisional rate or billing rate means a temporary indirect cost 

rate applicable to a specified period which is used for funding, 
interim reimbursement, and reporting indirect costs on Federal 
awards pending the establishment of a final rate for the period. 

f. Indirect cost proposal means the documentation prepared by an 
organization to substantiate its claim for the reimbursement of 
indirect costs. This proposal provides the basis for the review 
and negotiation leading to the establishment of an organization's 
indirect cost rate. 

g. Cost objective means a function, organizational subdivision, 
contract, Federal award, or other work unit for which cost data 
are desired and for which provision is made to accumulate and 
measure the cost of processes, projects, jobs and capitalized 
projects. 

1. Negotiation and Approval of Rates 
a. Unless different arrangements are agreed to by the Federal 

agencies concerned, the Federal agency with the largest dollar 
value of Federal awards with an organization will be designated 
as the cognizant agency for indirect costs for the negotiation and 
approval of the indirect cost rates and, where necessary, other 
rates such as fringe benefit and computer charge-out rates. 
Once an agency is assigned cognizance for a particular nonprofit 
organization, the assignment will not be changed unless there is 
a shift in the dollar volume of the Federal awards to the 
organization for at least three years. All concerned Federal 
agencies must be given the opportunity to participate in the 
negotiation process but, after a rate has been agreed upon, it will 
be accepted by all Federal agencies. When a Federal agency 
has reason to believe that special operating factors affecting its 
Federal awards necessitate special indirect cost rates in 
accordance with section B.5 of this Appendix, it will, prior to the 
time the rates are negotiated, notify the cognizant agency for 
indirect costs. (See also §75.414.) Where a non-Federal entity 
only receives funds as a subrecipient, see the requirements of 
§75.352. 

b. Except as otherwise provided in §75.414(f), a nonprofit 
organization which has not previously established an indirect 
cost rate with a Federal agency must submit its initial indirect 
cost proposal immediately after the organization is advised that a 
Federal award will be made and, in no event, later than three 
months after the effective date of the Federal award. 
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c. Unless approved by the cognizant agency for indirect costs in 
accordance with §75.414(g), organizations that have previously 
established indirect cost rates must submit a new indirect cost 
proposal to the cognizant agency for indirect costs within six 
months after the close of each fiscal year. 

d. A predetermined rate may be negotiated for use on Federal 
awards where there is reasonable assurance, based on past 
experience and reliable projection of the organization's costs, 
that the rate is not likely to exceed a rate based on the 
organization's actual costs. 

e. Fixed rates may be negotiated where predetermined rates are 
not considered appropriate. A fixed rate, however, must not be 
negotiated if all or a substantial portion of the organization's 
Federal awards are expected to expire before the carry-forward 
adjustment can be made; 
the mix of Federal and non-Federal work at the organization is 
too erratic to permit an equitable carry-forward adjustment; or the 
organization's operations fluctuate significantly from year to year. 

f. Provisional and final rates must be negotiated where neither 
predetermined nor fixed rates are appropriate. Predetermined or 
fixed rates may replace provisional rates at any time prior to the 
close of the organization's fiscal year. If that event does not 
occur, a final rate will be established and upward or downward 
adjustments will be made based on the actual allowable costs 
incurred for the period involved. 

g. The results of each negotiation must be formalized in a written 
agreement between the cognizant agency for indirect costs and 
the nonprofit organization. The cognizant agency for indirect 
costs must make available copies of the agreement to all 
concerned Federal agencies. 

h. If a dispute arises in a negotiation of an indirect cost rate 
between the cognizant agency for indirect costs and the 
nonprofit organization, the dispute must be resolved in 
accordance with the appeals procedures of the cognizant agency 
for indirect costs. 

i. To the extent that problems are encountered among the Federal 
agencies in connection with the negotiation and approval 
process, OMB will lend assistance as required to resolve such 
problems in a timely manner. 

D. Certification of Indirect (F&A) Costs 
1. Required Certification. No proposal to establish indirect (F&A) cost 

rates must be acceptable unless such costs have been certified by 
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the non-profit organization using the Certificate of Indirect (F&A) 
Costs set forth in subsection 2., below. The certificate must be signed 
on behalf of the organization by an individual at a level no lower than 
vice president or chief financial officer for the organization. 

2. Each indirect cost rate proposal must be accompanied by a 
certification in the following form: 
Certificate of Indirect (F&A) Costs 
This is to certify that to the best of my knowledge and belief: 

(1) I have reviewed the indirect (F&A) cost proposal submitted herewith; 
(2) All costs included in this proposal [identify date] to establish billing or final indirect 

(F&A) costs rate for [identify period covered by rate] are allowable in accordance 
with the requirements of the Federal awards to which they apply and with Subpart E 
of part 75. 

(3) This proposal does not include any costs which are unallowable under Subpart E of 
part 75 such as (without limitation): public relations costs, contributions and 
donations, entertainment costs, fines and penalties, lobbying costs, and defense of 
fraud proceedings; and 

(4) All costs included in this proposal are properly allocable to Federal awards on the 
basis of a beneficial or causal relationship between the expenses incurred and the 
Federal awards to which they are allocated in accordance with applicable 
requirements. 
I declare that the foregoing is true and correct. 
Nonprofit Organization: 
Signature: 
Name of Official: 
Title: 
Date of Execution: 
Appendix V to Part 75—State/Local Governmentwide Central Service Cost 
Allocation Plans 

A. General 
1. Most governmental units provide certain services, such as motor 

pools, computer centers, purchasing, accounting, etc., to operating 
agencies on a centralized basis. Since federally-supported awards 
are performed within the individual operating agencies, there needs to 
be a process whereby these central service costs can be identified 
and assigned to benefitted activities on a reasonable and consistent 
basis. The central service cost allocation plan provides that process. 
All costs and other data used to distribute the costs included in the 
plan should be supported by formal accounting and other records that 
will support the propriety of the costs assigned to Federal awards. 

2. Guidelines and illustrations of central service cost allocation plans are 
provided in a brochure published by the Department of Health and 
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Human Services entitled “A Guide for State, Local and Indian Tribal 
Governments: Cost Principles and Procedures for Developing Cost 
Allocation Plans and Indirect Cost Rates for Agreements with the 
Federal Government.” A copy of this brochure may be obtained from 
the HHS' Cost Allocation Services or at their Web site at 
https://rates.psc.gov. 

B. Definitions 
1. Agency or operating agency means an organizational unit or sub-

division within a governmental unit that is responsible for the 
performance or administration of Federal awards or activities of the 
governmental unit. 

2. Allocated central services means central services that benefit 
operating agencies but are not billed to the agencies on a fee-for-
service or similar basis. These costs are allocated to benefitted 
agencies on some reasonable basis. Examples of such services 
might include general accounting, personnel administration, 
purchasing, etc. 

3. Billed central services means central services that are billed to 
benefitted agencies or programs on an individual fee-for-service or 
similar basis. Typical examples of billed central services include 
computer services, transportation services, insurance, and fringe 
benefits. 

4. Cognizant agency for indirect costs is defined in §75.2. The 
determination of cognizant agency for indirect costs for states and 
local governments is described in section F.1. 

5. Major local government means local government that receives more 
than $100 million in direct Federal awards subject to this part. 

C. Scope of the Central Service Cost Allocation Plans 
The central service cost allocation plan will include all central service costs 
that will be claimed (either as a billed or an allocated cost) under Federal 
awards and will be documented as described in section  

E. Costs of central services omitted from the plan will not be reimbursed. 
D. Submission Requirements 

1. Each state will submit a plan to the Department of Health and Human 
Services for each year in which it claims central service costs under 
Federal awards. The plan should include (a) a projection of the next 
year's allocated central service cost (based either on actual costs for 
the most recently completed year or the budget projection for the 
coming year), and (b) a reconciliation of actual allocated central 
service costs to the estimated costs used for either the most recently 
completed year or the year immediately preceding the most recently 
completed year. 
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2. Each major local government is also required to submit a plan to its 
cognizant agency for indirect costs annually. 

3. All other local governments claiming central service costs must 
develop a plan in accordance with the requirements described in this 
Part and maintain the plan and related supporting documentation for 
audit. These local governments are not required to submit their plans 
for Federal approval unless they are specifically requested to do so 
by the cognizant agency for indirect costs. Where a local government 
only receives funds as a subrecipient, the pass-through entity will be 
responsible for monitoring the subrecipient's plan. 

4. All central service cost allocation plans will be prepared and, when 
required, submitted within six months prior to the beginning of each of 
the governmental unit's fiscal years in which it proposes to claim 
central service costs. Extensions may be granted by the cognizant 
agency for indirect costs on a case-by-case basis. 

E. Documentation Requirements for Submitted Plans 
The documentation requirements described in this section may be 
modified, expanded, or reduced by the cognizant agency for indirect costs 
on a case-by-case basis. For example, the requirements may be reduced 
for those central services which have little or no impact on Federal awards. 
Conversely, if a review of a plan indicates that certain additional 
information is needed, and will likely be needed in future years, it may be 
routinely requested in future plan submissions. Items marked with an 
asterisk (*) should be submitted only once; subsequent plans should 
merely indicate any changes since the last plan. 
1. General 

All proposed plans must be accompanied by the following: An 
organization chart sufficiently detailed to show operations including 
the central service activities of the state/local government whether or 
not they are shown as benefitting from central service functions; a 
copy of the Comprehensive Annual Financial Report (or a copy of the 
Executive Budget if budgeted costs are being proposed) to support 
the allowable costs of each central service activity included in the 
plan; and, a certification (see subsection 4.) that the plan was 
prepared in accordance with this Part, contains only allowable costs, 
and was prepared in a manner that treated similar costs consistently 
among the various Federal awards and between Federal and non-
Federal awards/activities. 

2. Allocated Central Services  
For each allocated central service*, the plan must also include the 
following: a brief description of the service, an identification of the unit 
rendering the service and the operating agencies receiving the 
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service, the items of expense included in the cost of the service, the 
method used to distribute the cost of the service to benefitted 
agencies, and a summary schedule showing the allocation of each 
service to the specific benefitted agencies. If any self-insurance funds 
or fringe benefits costs are treated as allocated (rather than billed) 
central services, documentation discussed in subsections 3.b. and c. 
must also be included. 

3. Billed Services 
a. General. The information described in this section must be 

provided for all billed central services, including internal service 
funds, self-insurance funds, and fringe benefit funds. 

b. Internal service funds. 
(1) For each internal service fund or similar activity with an operating budget of $5 

million or more, the plan must include: A brief description of each service; a balance 
sheet for each fund based on individual accounts contained in the governmental 
unit's accounting system; a revenue/expenses statement, with revenues broken out 
by source, e.g., regular billings, interest earned, etc.; a listing of all non-operating 
transfers (as defined by Generally Accepted Accounting Principles (GAAP)) into and 
out of the fund; a description of the procedures (methodology) used to charge the 
costs of each service to users, including how billing rates are determined; a schedule 
of current rates; and, a schedule comparing total revenues (including imputed 
revenues) generated by the service to the allowable costs of the service, as 
determined under this Part, with an explanation of how variances will be handled. 

(2) Revenues must consist of all revenues generated by the service, including unbilled 
and uncollected revenues. If some users were not billed for the services (or were not 
billed at the full rate for that class of users), a schedule showing the full imputed 
revenues associated with these users must be provided. Expenses must be broken 
out by object cost categories (e.g., salaries, supplies, etc.). 

c. Self-insurance funds. For each self-insurance fund, the plan 
must include: The fund balance sheet; a statement of revenue 
and expenses including a summary of billings and claims paid by 
agency; a listing of all non-operating transfers into and out of the 
fund; the type(s) of risk(s) covered by the fund (e.g., automobile 
liability, workers' compensation, etc.); an explanation of how the 
level of fund contributions are determined, including a copy of 
the current actuarial report (with the actuarial assumptions used) 
if the contributions are determined on an actuarial basis; and, a 
description of the procedures used to charge or allocate fund 
contributions to benefitted activities. Reserve levels in excess of 
claims (1) submitted and adjudicated but not paid, (2) submitted 
but not adjudicated, and (3) incurred but not submitted must be 
identified and explained. 
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d. Fringe benefits. For fringe benefit costs, the plan must include: A 
listing of fringe benefits provided to covered employees, and the 
overall annual cost of each type of benefit; current fringe benefit 
policies; and procedures used to charge or allocate the costs of 
the benefits to benefitted activities. In addition, for pension and 
post-retirement health insurance plans, the following information 
must be provided: the governmental unit's funding policies, e.g., 
legislative bills, trust agreements, or state-mandated contribution 
rules, if different from actuarially determined rates; the pension 
plan's costs accrued for the year; the amount funded, and 
date(s) of funding; a copy of the current actuarial report 
(including the actuarial assumptions); the plan trustee's report; 
and, a schedule from the activity showing the value of the 
interest cost associated with late funding. 

4. Required Certification 
Each central service cost allocation plan will be accompanied by a 
certification in the following form: 
Certificate of Cost Allocation Plan 
This is to certify that I have reviewed the cost allocation plan 
submitted herewith and to the best of my knowledge and belief: 

(1) All costs included in this proposal [identify date] to establish cost allocations or 
billings for [identify period covered by plan] are allowable in accordance with the 
requirements of this Part and the Federal award(s) to which they apply. Unallowable 
costs have been adjusted for in allocating costs as indicated in the cost allocation 
plan. 

(2) All costs included in this proposal are properly allocable to Federal awards on the 
basis of a beneficial or causal relationship between the expenses incurred and the 
Federal awards to which they are allocated in accordance with applicable 
requirements. Further, the same costs that have been treated as indirect costs have 
not been claimed as direct costs. Similar types of costs have been accounted for 
consistently. 
I declare that the foregoing is true and correct. 
Governmental Unit: 
Signature: 
Name of Official: 
Title: 
Date of Execution: 

F. Negotiation and Approval of Central Service Plans 
1. Federal Cognizant Agency for Indirect Costs Assignments for Cost 

Negotiation 
In general, unless different arrangements are agreed to by the 
concerned Federal agencies, for central service cost allocation plans, 
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the cognizant agency responsible for review and approval is the 
Federal agency with the largest dollar value of total Federal awards 
with a governmental unit. For indirect cost rates and departmental 
indirect cost allocation plans, the cognizant agency is the Federal 
agency with the largest dollar value of direct Federal awards with a 
governmental unit or component, as appropriate. Once designated as 
the cognizant agency for indirect costs, the Federal agency must 
remain so for a period of five years. In addition, the following Federal 
agencies continue to be responsible for the indicated governmental 
entities: 
Department of Health and Human Services—Public assistance and 
state-wide cost allocation plans for all states (including the District of 
Columbia and Puerto Rico), state and local hospitals, libraries and 
health districts. 
Department of the Interior—Indian tribal governments, territorial 
governments, and state and local park and recreational districts. 
Department of Labor—State and local labor departments. 
Department of Education—School districts and state and local 
education agencies. 
Department of Agriculture—State and local agriculture departments. 
Department of Transportation—State and local airport and port 
authorities and transit districts. 
Department of Commerce—State and local economic development 
districts. 
Department of Housing and Urban Development—State and local 
housing and development districts. 
Environmental Protection Agency—State and local water and sewer 
districts. 

2. Review 
All proposed central service cost allocation plans that are required to 
be submitted will be reviewed, negotiated, and approved by the 
cognizant agency for indirect costs on a timely basis. The cognizant 
agency for indirect costs will review the proposal within six months of 
receipt of the proposal and either negotiate/approve the proposal or 
advise the governmental unit of the additional documentation needed 
to support/evaluate the proposed plan or the changes required to 
make the proposal acceptable. Once an agreement with the 
governmental unit has been reached, the agreement will be accepted 
and used by all Federal agencies, unless prohibited or limited by 
statute. Where a Federal awarding agency has reason to believe that 
special operating factors affecting its Federal awards necessitate 
special consideration, the funding agency will, prior to the time the 
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plans are negotiated, notify the cognizant agency for indirect costs. 
3. Agreement 

The results of each negotiation must be formalized in a written 
agreement between the cognizant agency for indirect costs and the 
governmental unit. This agreement will be subject to re-opening if the 
agreement is subsequently found to violate a statute or the 
information upon which the plan was negotiated is later found to be 
materially incomplete or inaccurate. The results of the negotiation 
must be made available to all Federal agencies for their use. 

4. Adjustments 
Negotiated cost allocation plans based on a proposal later found to 
have included costs that: (a) Are unallowable (i) as specified by law or 
regulation, (ii) as identified in subpart F, General Provisions for 
selected Items of Cost of this Part, or (iii) by the terms and conditions 
of Federal awards, or (b) are unallowable because they are clearly 
not allocable to Federal awards, must be adjusted, or a refund must 
be made at the option of the cognizant agency for indirect costs, 
including earned or imputed interest from the date of transfer and 
debt interest, if applicable, chargeable in accordance with applicable 
Federal cognizant agency for indirect costs regulations. Adjustments 
or cash refunds may include, at the option of the cognizant agency for 
indirect costs, earned or imputed interest from the date of expenditure 
and delinquent debt interest, if applicable, chargeable in accordance 
with applicable cognizant agency claims collection regulations. These 
adjustments or refunds are designed to correct the plans and do not 
constitute a reopening of the negotiation. 

G. Other Policies 
1. Billed Central Service Activities 

Each billed central service activity must separately account for all 
revenues (including imputed revenues) generated by the service, 
expenses incurred to furnish the service, and profit/loss. 

2. Working Capital Reserves 
Internal service funds are dependent upon a reasonable level of 
working capital reserve to operate from one billing cycle to the next. 
Charges by an internal service activity to provide for the 
establishment and maintenance of a reasonable level of working 
capital reserve, in addition to the full recovery of costs, are allowable. 
A working capital reserve as part of retained earnings of up to 60 
calendar days cash expenses for normal operating purposes is 
considered reasonable. A working capital reserve exceeding 60 
calendar days may be approved by the cognizant agency for indirect 
costs in exceptional cases. 
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3. Carry-Forward Adjustments of Allocated Central Service Costs 
Allocated central service costs are usually negotiated and approved 
for a future fiscal year on a “fixed with carry-forward” basis. Under this 
procedure, the fixed amounts for the future year covered by 
agreement are not subject to adjustment for that year. However, when 
the actual costs of the year involved become known, the differences 
between the fixed amounts previously approved and the actual costs 
will be carried forward and used as an adjustment to the fixed 
amounts established for a later year. This “carry-forward” procedure 
applies to all central services whose costs were fixed in the approved 
plan. However, a carry-forward adjustment is not permitted, for a 
central service activity that was not included in the approved plan, or 
for unallowable costs that must be reimbursed immediately. 

4. Adjustments of Billed Central Services 
Billing rates used to charge Federal awards must be based on the 
estimated costs of providing the services, including an estimate of the 
allocable central service costs. A comparison of the revenue 
generated by each billed service (including total revenues whether or 
not billed or collected) to the actual allowable costs of the service will 
be made at least annually, and an adjustment will be made for the 
difference between the revenue and the allowable costs. These 
adjustments will be made through one of the following adjustment 
methods: (a) A cash refund including earned or imputed interest from 
the date of transfer and debt interest, if applicable, chargeable in 
accordance with applicable Federal cognizant agency for indirect 
costs regulations to the Federal Government for the Federal share of 
the adjustment, (b) credits to the amounts charged to the individual 
programs, (c) adjustments to future billing rates, or (d) adjustments to 
allocated central service costs. Adjustments to allocated central 
services will not be permitted where the total amount of the 
adjustment for a particular service (Federal share and non-Federal) 
share exceeds $500,000. Adjustment methods may include, at the 
option of the cognizant agency, earned or imputed interest from the 
date of expenditure and delinquent debt interest, if applicable, 
chargeable in accordance with applicable cognizant agency claims 
collection regulations. 

5. Records Retention 
All central service cost allocation plans and related documentation 
used as a basis for claiming costs under Federal awards must be 
retained for audit in accordance with the records retention 
requirements contained in Subpart D of part 75. 

6. Appeals 
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If a dispute arises in the negotiation of a plan between the cognizant 
agency for indirect costs and the governmental unit, the dispute must 
be resolved in accordance with the appeals procedures of the 
cognizant agency for indirect costs. 

7. OMB Assistance 
To the extent that problems are encountered among the Federal 
agencies or governmental units in connection with the negotiation and 
approval process, OMB will lend assistance, as required, to resolve 
such problems in a timely manner. 
Appendix VI to Part 75—Public Assistance Cost Allocation Plans 

A. General 
Federally-financed programs administered by state public assistance 
agencies are funded predominately by the Department of Health and 
Human Services (HHS). In support of its stewardship requirements, HHS 
has published requirements for the development, documentation, 
submission, negotiation, and approval of public assistance cost allocation 
plans in Subpart E of 45 CFR part 95. All administrative costs (direct and 
indirect) are normally charged to Federal awards by implementing the 
public assistance cost allocation plan. This Appendix extends these 
requirements to all Federal awarding agencies whose programs are 
administered by a state public assistance agency. Major federally-financed 
programs typically administered by state public assistance agencies 
include: Temporary Aid for Needy Families (TANF), Medicaid, Food 
Stamps, Child Support Enforcement, Adoption Assistance and Foster 
Care, and Social Services Block Grant. 

B. Definitions 
1. State public assistance agency means a state agency administering 

or supervising the administration of one or more public assistance 
programs operated by the state as identified in Subpart E of 45 CFR 
part 95. For the purpose of this Appendix, these programs include all 
programs administered by the state public assistance agency. 

2. State public assistance agency costs means all costs incurred by, or 
allocable to, the state public assistance agency, except expenditures 
for financial assistance, medical contractor payments, food stamps, 
and payments for services and goods provided directly to program 
recipients. 

C. Policy 
State public assistance agencies will develop, document and implement, 
and the Federal Government will review, negotiate, and approve, public 
assistance cost allocation plans in accordance with Subpart E of 45 CFR 
part 95. The plan will include all programs administered by the state public 
assistance agency. Where a letter of approval or disapproval is transmitted 
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to a state public assistance agency in accordance with Subpart E, the 
letter will apply to all Federal agencies and programs. The remaining 
sections of this Appendix (except for the requirement for certification) 
summarize the provisions of Subpart E of 45 CFR part 95. 

D. Submission, Documentation, and Approval of Public Assistance Cost 
Allocation Plans 
1. State public assistance agencies are required to promptly submit 

amendments to the cost allocation plan to HHS for review and 
approval. 

2. Under the coordination process outlined in section E, Review of 
Implementation of Approved Plans, affected Federal agencies will 
review all new plans and plan amendments and provide comments, 
as appropriate, to HHS. The effective date of the plan or plan 
amendment will be the first day of the calendar quarter following the 
event that required the amendment, unless another date is 
specifically approved by HHS. HHS, as the cognizant agency for 
indirect costs acting on behalf of all affected Federal agencies, will, as 
necessary, conduct negotiations with the state public assistance 
agency and will inform the state agency of the action taken on the 
plan or plan amendment. 

E. Review of Implementation of Approved Plans 
1. Since public assistance cost allocation plans are of a narrative nature, 

the review during the plan approval process consists of evaluating the 
appropriateness of the proposed groupings of costs (cost centers) 
and the related allocation bases. As such, the Federal Government 
needs some assurance that the cost allocation plan has been 
implemented as approved. This is accomplished by reviews by the 
Federal awarding agencies, single audits, or audits conducted by the 
cognizant agency for indirect costs. 

2. Where inappropriate charges affecting more than one Federal 
awarding agency are identified, the cognizant HHS cost negotiation 
office will be advised and will take the lead in resolving the issue(s) as 
provided for in Subpart E of 45 CFR part 95. 

3. If a dispute arises in the negotiation of a plan or from a disallowance 
involving two or more Federal awarding agencies, the dispute must 
be resolved in accordance with the appeals procedures set out in 45 
CFR part 16. Disputes involving only one Federal awarding agency 
will be resolved in accordance with the Federal awarding agency's 
appeal process. 

4. To the extent that problems are encountered among the Federal 
awarding agencies or governmental units in connection with the 
negotiation and approval process, the Office of Management and 
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Budget will lend assistance, as required, to resolve such problems in 
a timely manner. 

F. Unallowable Costs 
Claims developed under approved cost allocation plans will be based on 
allowable costs as identified in this Part. Where unallowable costs have 
been claimed and reimbursed, they will be refunded to the program that 
reimbursed the unallowable cost using one of the following methods: (a) A 
cash refund, (b) offset to a subsequent claim, or (c) credits to the amounts 
charged to individual Federal awards. Cash refunds, offsets, and credits 
may include at the option of the cognizant agency for indirect cost, earned 
or imputed interest from the date of expenditure and delinquent debt 
interest, if applicable, chargeable in accordance with applicable cognizant 
agency for indirect cost claims collection regulations.  

4. Agency is following its own Cost Allocation Plan.  
See Regulations referenced for #3.  After review of agency’s cost allocation plan, ensure agency is following its own plan. 

Monitoring Focus: Completeness of Fiscal Agency Backup Guidance 

Agency Insurance 
1. Liability Insurance is current with a fully executed contract and payment.  

45 CFR Part 75.317  Insurance coverage. 
The non-Federal entity must, at a minimum, provide the equivalent insurance coverage for real 
property and equipment acquired or improved with Federal funds as provided to other property 
owned by the non-Federal entity. Federally-owned property need not be insured unless 
required by the terms and conditions of the Federal award. 
75.419  Cost accounting standards and disclosure statement. 
(a) An IHE that receives aggregate Federal awards totaling $50 million or more in Federal 

awards subject to this part in its most recently completed fiscal year must comply with the 
Cost Accounting Standards Board's cost accounting standards located at 48 CFR 
9905.501, 9905.502, 9905.505, and 9905.506. CAS-covered contracts awarded to the 
IHEs are subject to the CAS requirements at 48 CFR parts 9900 through 9999 and 48 
CFR part 30 (FAR part 30). 

(b) Disclosure statement. An IHE that receives aggregate Federal awards totaling $50 million 
or more subject to this part during its most recently completed fiscal year must disclose 
their cost accounting practices by filing a Disclosure Statement (DS-2), which is 
reproduced in appendix III to part 75. With the approval of the cognizant agency for 
indirect costs, an IHE may meet the DS-2 submission by submitting the DS-2 for each 
business unit that received $50 million or more in Federal awards. 
(1) The DS-2 must be submitted to the cognizant agency for indirect costs with a copy to 

the IHE's cognizant agency for audit. 
(2) An IHE is responsible for maintaining an accurate DS-2 and complying with 

disclosed cost accounting practices. An IHE must file amendments to the DS-2 to the 

 Request a copy of the current liability insurance contract and certificate.  
 Verify the date of coverage to ensure the program is fully covered for the period of review.  
 Ensure the insurance is valid by either signature, electronic approval, email verification, etc. 
 Ensure the limits and coverage are reasonable, meet Delegate contracts requirements, and 

that the necessary amount of coverage is included in the policy.  
 Verify payment was made prior to coverage starting and that there is no lapse in coverage.  
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cognizant agency for indirect costs six months in advance of a disclosed practice 
being changed to comply with a new or modified standard, or when a practice is 
changed for other reasons. An IHE may proceed with implementing the change only 
if it has not been notified by the Federal cognizant agency for indirect costs that 
either a longer period will be needed for review or there are concerns with the 
potential change within the six months period. Amendments of a DS-2 may be 
submitted at any time. Resubmission of a complete, updated DS-2 is discouraged 
except when there are extensive changes to disclosed practices. 

(3) Cost and funding adjustments. Cost adjustments must be made by the cognizant 
agency for indirect costs if an IHE fails to comply with the cost policies in this part or 
fails to consistently follow its established or disclosed cost accounting practices 
when estimating, accumulating or reporting the costs of Federal awards, and the 
aggregate cost impact on Federal awards is material. The cost adjustment must 
normally be made on an aggregate basis for all affected Federal awards through an 
adjustment of the IHE's future F&A costs rates or other means considered 
appropriate by the cognizant agency for indirect costs. Under the terms of CAS 
covered contracts, adjustments in the amount of funding provided may also be 
required when the estimated proposal costs were not determined in accordance with 
established cost accounting practices. 

(4) Overpayments. Excess amounts paid in the aggregate by the Federal Government 
under Federal awards due to a noncompliant cost accounting practice used to 
estimate, accumulate, or report costs must be credited or refunded, as deemed 
appropriate by the cognizant agency for indirect costs. Interest applicable to the 
excess amounts paid in the aggregate during the period of noncompliance must also 
be determined and collected in accordance with applicable HHS agency regulations. 

(5) Compliant cost accounting practice changes. Changes from one compliant cost 
accounting practice to another compliant practice that are approved by the cognizant 
agency for indirect costs may require cost adjustments if the change has a material 
effect on Federal awards and the changes are deemed appropriate by the cognizant 
agency for indirect costs. 

(6) Responsibilities. The cognizant agency for indirect cost must: 
(i) Determine cost adjustments for all Federal awards in the aggregate on behalf of 

the Federal Government. Actions of the cognizant agency for indirect cost in 
making cost adjustment determinations must be coordinated with all affected 
HHS awarding agencies to the extent necessary. 

(ii) Prescribe guidelines and establish internal procedures to promptly determine on 
behalf of the Federal Government that a DS-2 adequately discloses the IHE's 
cost accounting practices and that the disclosed practices are compliant with 
applicable CAS and the requirements of this part. 

(iii) Distribute to all affected Federal awarding agencies any DS-2 determination of 
adequacy or noncompliance. 
75.447 Insurance and indemnification. 
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(a) Costs of insurance required or approved and maintained, pursuant to the Federal award, 

are allowable. 
(b) Costs of other insurance in connection with the general conduct of activities are allowable 

subject to the following limitations: 
(1) Types and extent and cost of coverage are in accordance with the non-Federal 

entity's policy and sound business practice. 
(2) Costs of insurance or of contributions to any reserve covering the risk of loss of, or 

damage to, Federal Government property are unallowable except to the extent that 
the HHS awarding agency has specifically required or approved such costs. 

(3) Costs allowed for business interruption or other similar insurance must exclude 
coverage of management fees. 

(4) 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 §75.431). The cost of such insurance when 
the non-Federal entity is identified as the beneficiary is unallowable. 

(5) Insurance against defects. Costs of insurance with respect to any costs incurred to 
correct defects in the non-Federal entity's materials or workmanship are unallowable. 

(6) 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 must be treated as a direct cost and must be 
assigned to individual projects based on the manner in which the insurer allocates 
the risk to the population covered by the insurance. 

(c) Actual losses which could have been covered by permissible insurance (through a self-
insurance program or otherwise) are unallowable, unless expressly provided for in the 
Federal award. However, costs incurred because of losses not covered under nominal 
deductible insurance coverage provided in keeping with sound management practice, and 
minor losses not covered by insurance, such as spoilage, breakage, and disappearance 
of small hand tools, which occur in the ordinary course of operations, are allowable. 

(d) Contributions to a reserve for certain self-insurance programs including workers' 
compensation, unemployment compensation, and severance pay are allowable subject to 
the following provisions: 
(1) The type of coverage and the extent of coverage and the rates and premiums would 

have been allowed had insurance (including reinsurance) 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, must not exceed the discounted present value of the liability. The rate used 
for discounting the liability must be determined by giving consideration to such 
factors as the non-Federal entity's settlement rate for those liabilities and its 
investment rate of return. 

(2) Earnings or investment income on reserves must be credited to those reserves. 
(3) (i)   Contributions to reserves must be based on sound actuarial principles using 
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historical experience and reasonable assumptions. Reserve levels must be 
analyzed and updated at least biennially for each major risk being insured and 
take into account any reinsurance, coinsurance, etc. Reserve levels related to 
employee-related coverages will normally be limited to the value of claims: 

(A) Submitted and adjudicated but not paid; 
(B) Submitted but not adjudicated; and 
(C) Incurred but not submitted. 

(ii) Reserve levels in excess of the amounts based on the above must be identified 
and justified in the cost allocation plan or indirect cost rate proposal. 

(4) Accounting records, actuarial studies, and cost allocations (or billings) must 
recognize any significant differences due to types of insured risk and losses 
generated by the various insured activities or agencies of the non-Federal entity. If 
individual departments or agencies of the non-Federal entity experience significantly 
different levels of claims for a particular risk, those differences are to be recognized 
by the use of separate allocations or other techniques resulting in an equitable 
allocation. 

(5) Whenever funds are transferred from a self-insurance reserve to other accounts 
(e.g., general fund or unrestricted account), refunds must be made to the Federal 
Government for its share of funds transferred, including earned or imputed interest 
from the date of transfer and debt interest, if applicable, chargeable in accordance 
with applicable Federal cognizant agency for indirect cost, claims collection 
regulations. 

(e) Insurance refunds must be credited against insurance costs in the year the refund is 
received. 

(f) Indemnification includes securing the non-Federal entity against liabilities to third persons 
and other losses not compensated by insurance or otherwise. The Federal Government is 
obligated to indemnify the non-Federal entity only to the extent expressly provided for in 
the Federal award, except as provided in paragraph (c) of this section. 
75.450  Lobbying 

(c) In addition to the above, the following restrictions are applicable to nonprofit organizations 
and IHEs: 
(1) Costs associated with the following activities are unallowable: 

(i) 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; 

(ii) 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 in the United States; 

(iii) Any attempt to influence: 
(A) The introduction of Federal or state legislation; 
(B) The enactment or modification of any pending Federal or 

state legislation through communication with any member 
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or employee of the Congress or state legislature 
(including efforts to influence state or local officials to 
engage in similar lobbying activity); 

(C) 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, fund 
raising drive, lobbying campaign or letter writing or 
telephone campaign; or 

(D) Any government official or employee in connection with a 
decision to sign or veto enrolled legislation; 

(iv) 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. 

(2) The following activities are excepted from the coverage of paragraph (c)(1) of this 
section: 
(vii) (A) Time logs, calendars, or similar records are not required to 

be created for purposes of complying with the record 
keeping requirements in §75.302 with respect to lobbying 
costs during any particular calendar month when: 

(1) The employee engages in lobbying (as defined in paragraphs (c)(1) and (c)(2) of this 
section) 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 non-Federal entity has not materially 
misstated allowable or unallowable costs of any nature, including legislative lobbying 
costs. 

(B) When conditions in paragraph (c)(2)(vii)(A)(1) and (2) of 
this section are met, non-Federal entities are not required 
to establish records to support the allowability of claimed 
costs in addition to records already required or 
maintained. Also, when conditions in paragraphs 
(c)(2)(vii)(A)(1) and (2) of this section 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. 

 
Delegate Contract Insurance/Incorporation Requirements 
SUBRECIPIENT shall have on file evidence of incorporation (if applicable), all 
pertinent insurance policies, fidelity bonds, and other coverage required by federal, 
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state, and/or local regulations. In addition, child maltreatment coverage shall be in 
force during the entire term of this agreement. 
SUBRECIPIENT shall provide evidence that liability insurance at a limit of not less 
than $1,000,000.00 is kept in force during the entire term of this agreement. Failure 
to maintain liability insurance in the limits stated above is grounds for immediate 
termination of this agreement. 
SUBRECIPIENT shall list OFFICE as additionally insured on the Liability Insurance 
policy. 
SUBRECIPIENT shall purchase and maintain child accident insurance coverage for 
all children enrolled.  
SUBRECIPIENT shall purchase and maintain Directors and Officers Insurance in the 
amount of at least $1,000,000 per incident/ $3,000,000 in aggregate. (Not applicable 
to school districts that are self-insured.)  

2. Child Accident Insurance covers every child and is current with a fully executed 
contract and payment.  
45 CFR Part 75.317 Insurance coverage. 
The non-Federal entity must, at a minimum, provide the equivalent insurance coverage for real 
property and equipment acquired or improved with Federal funds as provided to other property 
owned by the non-Federal entity. Federally-owned property need not be insured unless 
required by the terms and conditions of the Federal award. 
75.419  Cost accounting standards and disclosure statement. 
(a) An IHE that receives aggregate Federal awards totaling $50 million or more in Federal 

awards subject to this part in its most recently completed fiscal year must comply with the 
Cost Accounting Standards Board's cost accounting standards located at 48 CFR 
9905.501, 9905.502, 9905.505, and 9905.506. CAS-covered contracts awarded to the 
IHEs are subject to the CAS requirements at 48 CFR parts 9900 through 9999 and 48 
CFR part 30 (FAR part 30). 

(b) Disclosure statement. An IHE that receives aggregate Federal awards totaling $50 million 
or more subject to this part during its most recently completed fiscal year must disclose 
their cost accounting practices by filing a Disclosure Statement (DS-2), which is 
reproduced in appendix III to part 75. With the approval of the cognizant agency for 
indirect costs, an IHE may meet the DS-2 submission by submitting the DS-2 for each 
business unit that received $50 million or more in Federal awards. 
(1) The DS-2 must be submitted to the cognizant agency for indirect costs with a copy to 

the IHE's cognizant agency for audit. 
(2) An IHE is responsible for maintaining an accurate DS-2 and complying with 

disclosed cost accounting practices. An IHE must file amendments to the DS-2 to the 
cognizant agency for indirect costs six months in advance of a disclosed practice 
being changed to comply with a new or modified standard, or when a practice is 
changed for other reasons. An IHE may proceed with implementing the change only 
if it has not been notified by the Federal cognizant agency for indirect costs that 
either a longer period will be needed for review or there are concerns with the 

 Request a copy of the current child accident insurance contract and certificate.  
 Verify the date of coverage to ensure the program is fully covered for the period of review.  
 Ensure the insurance is valid by either signature, electronic approval, email verification, etc. 
 Ensure the limits and coverage are reasonable, meet Delegate contracts requirements, and 

that the necessary amount of coverage is included in the policy.  
 Ensure the number of children in the policy match the number of children served in the 

contract. 
 Verify payment was made prior to coverage starting and that there is no lapse in coverage. 



FISCAL  ‐ AGENCY GUIDANCE 

    Page 31 of 63 

Monitoring Focus: Completeness of Fiscal Agency Backup Guidance 

Agency Insurance 
potential change within the six months period. Amendments of a DS-2 may be 
submitted at any time. Resubmission of a complete, updated DS-2 is discouraged 
except when there are extensive changes to disclosed practices. 

(3) Cost and funding adjustments. Cost adjustments must be made by the cognizant 
agency for indirect costs if an IHE fails to comply with the cost policies in this part or 
fails to consistently follow its established or disclosed cost accounting practices 
when estimating, accumulating or reporting the costs of Federal awards, and the 
aggregate cost impact on Federal awards is material. The cost adjustment must 
normally be made on an aggregate basis for all affected Federal awards through an 
adjustment of the IHE's future F&A costs rates or other means considered 
appropriate by the cognizant agency for indirect costs. Under the terms of CAS 
covered contracts, adjustments in the amount of funding provided may also be 
required when the estimated proposal costs were not determined in accordance with 
established cost accounting practices. 

(4) Overpayments. Excess amounts paid in the aggregate by the Federal Government 
under Federal awards due to a noncompliant cost accounting practice used to 
estimate, accumulate, or report costs must be credited or refunded, as deemed 
appropriate by the cognizant agency for indirect costs. Interest applicable to the 
excess amounts paid in the aggregate during the period of noncompliance must also 
be determined and collected in accordance with applicable HHS agency regulations. 

(5) Compliant cost accounting practice changes. Changes from one compliant cost 
accounting practice to another compliant practice that are approved by the cognizant 
agency for indirect costs may require cost adjustments if the change has a material 
effect on Federal awards and the changes are deemed appropriate by the cognizant 
agency for indirect costs. 

(6) Responsibilities. The cognizant agency for indirect cost must: 
(i) Determine cost adjustments for all Federal awards in the aggregate on behalf of 

the Federal Government. Actions of the cognizant agency for indirect cost in 
making cost adjustment determinations must be coordinated with all affected 
HHS awarding agencies to the extent necessary. 

(ii) Prescribe guidelines and establish internal procedures to promptly determine on 
behalf of the Federal Government that a DS-2 adequately discloses the IHE's 
cost accounting practices and that the disclosed practices are compliant with 
applicable CAS and the requirements of this part. 

(iii) Distribute to all affected Federal awarding agencies any DS-2 determination of 
adequacy or noncompliance. 
75.447 Insurance and indemnification. 

(a) Costs of insurance required or approved and maintained, pursuant to the Federal 
award, are allowable. 

(b) Costs of other insurance in connection with the general conduct of activities are 
allowable subject to the following limitations: 
(1) Types and extent and cost of coverage are in accordance with the non-Federal 
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entity's policy and sound business practice. 

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

(3) Costs allowed for business interruption or other similar insurance must exclude 
coverage of management fees. 

(4) 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 §75.431). The cost of such 
insurance when the non-Federal entity is identified as the beneficiary is 
unallowable. 

(5) Insurance against defects. Costs of insurance with respect to any costs incurred 
to correct defects in the non-Federal entity's materials or workmanship are 
unallowable. 

(6) 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 must be treated as a 
direct cost and must be assigned to individual projects based on the manner in 
which the insurer allocates the risk to the population covered by the insurance. 

(c) Actual losses which could have been covered by permissible insurance (through a 
self-insurance program or otherwise) are unallowable, unless expressly provided for 
in the Federal award. However, costs incurred because of losses not covered under 
nominal deductible insurance coverage provided in keeping with sound management 
practice, and minor losses not covered by insurance, such as spoilage, breakage, 
and disappearance of small hand tools, which occur in the ordinary course of 
operations, are allowable. 

(d) Contributions to a reserve for certain self-insurance programs including workers' 
compensation, unemployment compensation, and severance pay are allowable 
subject to the following provisions: 
(1) The type of coverage and the extent of coverage and the rates and premiums 

would have been allowed had insurance (including reinsurance) 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, must not exceed the discounted present 
value of the liability. The rate used for discounting the liability must be 
determined by giving consideration to such factors as the non-Federal entity's 
settlement rate for those liabilities and its investment rate of return. 

(2) Earnings or investment income on reserves must be credited to those reserves. 
(3) (i)   Contributions to reserves must be based on sound actuarial principles using 

historical experience and reasonable assumptions. Reserve levels must be 
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analyzed and updated at least biennially for each major risk being insured 
and take into account any reinsurance, coinsurance, etc. Reserve levels 
related to employee-related coverages will normally be limited to the value 
of claims: 

(A) Submitted and adjudicated but not paid; 
(B) Submitted but not adjudicated; and 
(C) Incurred but not submitted. 

(ii) Reserve levels in excess of the amounts based on the above must be 
identified and justified in the cost allocation plan or indirect cost rate 
proposal. 

(4) Accounting records, actuarial studies, and cost allocations (or billings) must 
recognize any significant differences due to types of insured risk and losses 
generated by the various insured activities or agencies of the non-Federal 
entity. If individual departments or agencies of the non-Federal entity 
experience significantly different levels of claims for a particular risk, those 
differences are to be recognized by the use of separate allocations or other 
techniques resulting in an equitable allocation. 

(5) Whenever funds are transferred from a self-insurance reserve to other accounts 
(e.g., general fund or unrestricted account), refunds must be made to the 
Federal Government for its share of funds transferred, including earned or 
imputed interest from the date of transfer and debt interest, if applicable, 
chargeable in accordance with applicable Federal cognizant agency for indirect 
cost, claims collection regulations. 

(e) Insurance refunds must be credited against insurance costs in the year the refund is 
received. 

(f) Indemnification includes securing the non-Federal entity against liabilities to third 
persons and other losses not compensated by insurance or otherwise. The Federal 
Government is obligated to indemnify the non-Federal entity only to the extent 
expressly provided for in the Federal award, except as provided in paragraph (c) of 
this section. 

Delegate Contract Insurance/Incorporation Requirements 
SUBRECIPIENT shall have on file evidence of incorporation (if applicable), all pertinent 
insurance policies, fidelity bonds, and other coverage required by federal, state, and/or 
local regulations. In addition, child maltreatment coverage shall be in force during the 
entire term of this agreement. 
SUBRECIPIENT shall provide evidence that liability insurance at a limit of not less than 
$1,000,000.00 is kept in force during the entire term of this agreement. Failure to maintain 
liability insurance in the limits stated above is grounds for immediate termination of this 
agreement. 
SUBRECIPIENT shall list OFFICE as additionally insured on the Liability Insurance policy. 
SUBRECIPIENT shall purchase and maintain child accident insurance coverage for all 
children enrolled. 
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SUBRECIPIENT shall purchase and maintain Directors and Officers Insurance in the 
amount of at least $1,000,000 per incident/ $3,000,000 in aggregate. (Not applicable to 
school districts that are self-insured.)  

3. Property Insurance is current with a fully executed contract and payment. 
See Regulations Referenced in #2. 

 Request a copy of the current property insurance contract and certificate.  
 Verify the date of coverage to ensure the program is fully covered for the period of review.  
 Ensure the insurance is valid by either signature, electronic approval, email verification, etc. 
 Ensure the limits and coverage are reasonable, meet Delegate contracts requirements, and 

that the necessary amount of coverage is included in the policy.  
 Ensure all Head Start buildings, equipment and supplies are covered under the policy. 
 Verify payment was made prior to coverage starting and that there is no lapse in coverage. 

4. Vehicle Insurance is current with a fully executed contract and payment.  
See Regulations Referenced in #2. 

 Request a copy of the current vehicle insurance contract and certificate.  
 Verify the date of coverage to ensure the program is fully covered for the period of review.  
 Ensure the insurance is valid by either signature, electronic approval, email verification, etc. 
 Ensure the limits and coverage are reasonable, meet Delegate contracts requirements, and 

that the necessary amount of coverage is included in the policy.  
 Verify all Head Start vehicles that are present on agency’s inventory report are covered under 

the policy. 
 Verify payment was made prior to coverage starting and that there is no lapse in coverage. 

5. Non-Profit ONLY – Officials and employees authorized to disburse program funds are 
bonded and covered by an employee dishonesty coverage. 
See Regulations referenced for #2. 

If applicable (non-profits only): 
 Request a copy of the current dishonesty insurance contract and certificate.  
 Verify the date of coverage to ensure the program is fully covered for the period of review.  
 Ensure the insurance is valid by either signature, electronic approval, email verification, etc. 
 Ensure the limits and coverage are reasonable, meet Delegate contracts requirements, and 

that the necessary amount of coverage is included in the policy.  
 Verify officials and employees authorized to disburse program funds are included in the 

policy. 
 Verify payment was made prior to coverage starting and that there is no lapse in coverage. 

6. Any agency insurance rebates or credits are properly allocated to all applicable 
programs. 
45 CFR Part 75.405  Allocable costs. 
(a) A cost is allocable to a particular Federal award or other cost objective if the goods or 

services involved are chargeable or assignable to that Federal award or cost objective in 
accordance with relative benefits received. This standard is met if the cost: 
(1) Is incurred specifically for the Federal award; 
(2) Benefits both the Federal award and other work of the non-Federal entity and can be 

distributed in proportions that may be approximated using reasonable methods; and 
(3) Is necessary to the overall operation of the non-Federal entity and is assignable in 

part to the Federal award in accordance with the principles in this subpart. 
(b) All activities which benefit from the non-Federal entity's indirect (F&A) cost, including 

 Request documentation of any insurance rebates or credits received during the last 12 
months.  

 Verify that the rebate or credit was allocated to the applicable programs that incurred the 
original expenses.  
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unallowable activities and donated services by the non-Federal entity or third parties, will 
receive an appropriate allocation of indirect costs. 

(c) Any cost allocable to a particular Federal award under the principles provided for in this 
part may not be charged to other Federal awards to overcome fund deficiencies, to avoid 
restrictions imposed by Federal statutes, regulations, or terms and conditions of the 
Federal awards, or for other reasons. However, this prohibition would not preclude the 
non-Federal entity from shifting costs that are allowable under two or more Federal 
awards in accordance with existing Federal statutes, regulations, or the terms and 
conditions of the Federal awards. 

(d) Direct cost allocation principles. If a cost benefits two or more projects or activities in 
proportions that can be determined without undue effort or cost, the cost must be 
allocated to the projects based on the proportional benefit. If a cost benefits two or more 
projects or activities in proportions that cannot be determined because of the 
interrelationship of the work involved, then, notwithstanding paragraph (c) of this section, 
the costs may be allocated or transferred to benefitted projects on any reasonable 
documented basis. Where the purchase of equipment or other capital asset is specifically 
authorized under a Federal award, the costs are assignable to the Federal award 
regardless of the use that may be made of the equipment or other capital asset involved 
when no longer needed for the purpose for which it was originally required. See also 
§§75.317 through 75.323 and 75.439. 

(e) If the contract is subject to CAS, costs must be allocated to the contract pursuant to the 
Cost Accounting Standards. To the extent that CAS is applicable, the allocation of costs 
in accordance with CAS takes precedence over the allocation provisions in this part.  

7. All agency insurance coverage is reasonable. 
45 CFR Part 75.317 Insurance coverage. 
The non-Federal entity must, at a minimum, provide the equivalent insurance coverage for real 
property and equipment acquired or improved with Federal funds as provided to other property 
owned by the non-Federal entity. Federally-owned property need not be insured unless 
required by the terms and conditions of the Federal award. 
75.404 Reasonable costs. 
A cost is reasonable if, in its nature and amount, it does not exceed that which would be 
incurred by a prudent person under the circumstances prevailing at the time the decision was 
made to incur the cost. The question of reasonableness is particularly important when the non-
Federal entity is predominantly federally-funded. In determining reasonableness of a given 
cost, consideration must be given to: 
(a) Whether the cost is of a type generally recognized as ordinary and necessary for the 

operation of the non-Federal entity or the proper and efficient performance of the Federal 
award. 

(b) The restraints or requirements imposed by such factors as: Sound business practices; 
arm's-length bargaining; Federal, state, local, tribal, and other laws and regulations; and 
terms and conditions of the Federal award. 

(c) Market prices for comparable goods or services for the geographic area. 

 Verify insurance coverage amounts are reasonable for the size of the agency and meets 
Federal regulations.  
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(d) Whether the individuals concerned acted with prudence in the circumstances considering 

their responsibilities to the non-Federal entity, its employees, where applicable its 
students or membership, the public at large, and the Federal Government. 

(e) Whether the non-Federal entity significantly deviates from its established practices and 
policies regarding the incurrence of costs, which may unjustifiably increase the Federal 
award's cost. 
75.419 Cost accounting standards and disclosure statement. 

(a) An IHE that receives aggregate Federal awards totaling $50 million or more in Federal 
awards subject to this part in its most recently completed fiscal year must comply with the 
Cost Accounting Standards Board's cost accounting standards located at 48 CFR 
9905.501, 9905.502, 9905.505, and 9905.506. CAS-covered contracts awarded to the 
IHEs are subject to the CAS requirements at 48 CFR parts 9900 through 9999 and 48 
CFR part 30 (FAR part 30). 

(b) Disclosure statement. An IHE that receives aggregate Federal awards totaling $50 million 
or more subject to this part during its most recently completed fiscal year must disclose 
their cost accounting practices by filing a Disclosure Statement (DS-2), which is 
reproduced in appendix III to part 75. With the approval of the cognizant agency for 
indirect costs, an IHE may meet the DS-2 submission by submitting the DS-2 for each 
business unit that received $50 million or more in Federal awards. 
(1) The DS-2 must be submitted to the cognizant agency for indirect costs with a copy to 

the IHE's cognizant agency for audit. 
(2) An IHE is responsible for maintaining an accurate DS-2 and complying with 

disclosed cost accounting practices. An IHE must file amendments to the DS-2 to the 
cognizant agency for indirect costs six months in advance of a disclosed practice 
being changed to comply with a new or modified standard, or when a practice is 
changed for other reasons. An IHE may proceed with implementing the change only 
if it has not been notified by the Federal cognizant agency for indirect costs that 
either a longer period will be needed for review or there are concerns with the 
potential change within the six months period. Amendments of a DS-2 may be 
submitted at any time. Resubmission of a complete, updated DS-2 is discouraged 
except when there are extensive changes to disclosed practices. 

(3) Cost and funding adjustments. Cost adjustments must be made by the cognizant 
agency for indirect costs if an IHE fails to comply with the cost policies in this part or 
fails to consistently follow its established or disclosed cost accounting practices 
when estimating, accumulating or reporting the costs of Federal awards, and the 
aggregate cost impact on Federal awards is material. The cost adjustment must 
normally be made on an aggregate basis for all affected Federal awards through an 
adjustment of the IHE's future F&A costs rates or other means considered 
appropriate by the cognizant agency for indirect costs. Under the terms of CAS 
covered contracts, adjustments in the amount of funding provided may also be 
required when the estimated proposal costs were not determined in accordance with 
established cost accounting practices. 
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(4) Overpayments. Excess amounts paid in the aggregate by the Federal Government 

under Federal awards due to a noncompliant cost accounting practice used to 
estimate, accumulate, or report costs must be credited or refunded, as deemed 
appropriate by the cognizant agency for indirect costs. Interest applicable to the 
excess amounts paid in the aggregate during the period of noncompliance must also 
be determined and collected in accordance with applicable HHS agency regulations. 

(5) Compliant cost accounting practice changes. Changes from one compliant cost 
accounting practice to another compliant practice that are approved by the cognizant 
agency for indirect costs may require cost adjustments if the change has a material 
effect on Federal awards and the changes are deemed appropriate by the cognizant 
agency for indirect costs. 

(6) Responsibilities. The cognizant agency for indirect cost must: 
(i) Determine cost adjustments for all Federal awards in the aggregate on behalf of 

the Federal Government. Actions of the cognizant agency for indirect cost in 
making cost adjustment determinations must be coordinated with all affected 
HHS awarding agencies to the extent necessary. 

(ii) Prescribe guidelines and establish internal procedures to promptly determine on 
behalf of the Federal Government that a DS-2 adequately discloses the IHE's 
cost accounting practices and that the disclosed practices are compliant with 
applicable CAS and the requirements of this part. 

(iii) Distribute to all affected Federal awarding agencies any DS-2 determination of 
adequacy or noncompliance. 
75.447 Insurance and indemnification. 

(a) Costs of insurance required or approved and maintained, pursuant to the Federal award, 
are allowable. 

(b) Costs of other insurance in connection with the general conduct of activities are allowable 
subject to the following limitations: 
(1) Types and extent and cost of coverage are in accordance with the non-Federal 

entity's policy and sound business practice. 
(2) Costs of insurance or of contributions to any reserve covering the risk of loss of, or 

damage to, Federal Government property are unallowable except to the extent that 
the HHS awarding agency has specifically required or approved such costs. 

(3) Costs allowed for business interruption or other similar insurance must exclude 
coverage of management fees. 

(4) 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 §75.431). The cost of such insurance when 
the non-Federal entity is identified as the beneficiary is unallowable. 

(5) Insurance against defects. Costs of insurance with respect to any costs incurred to 
correct defects in the non-Federal entity's materials or workmanship are unallowable. 

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

(c) Actual losses which could have been covered by permissible insurance (through a self-
insurance program or otherwise) are unallowable, unless expressly provided for in the 
Federal award. However, costs incurred because of losses not covered under nominal 
deductible insurance coverage provided in keeping with sound management practice, and 
minor losses not covered by insurance, such as spoilage, breakage, and disappearance 
of small hand tools, which occur in the ordinary course of operations, are allowable. 

(d) Contributions to a reserve for certain self-insurance programs including workers' 
compensation, unemployment compensation, and severance pay are allowable subject to 
the following provisions: 
(1) The type of coverage and the extent of coverage and the rates and premiums would 

have been allowed had insurance (including reinsurance) 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, must not exceed the discounted present value of the liability. The rate used 
for discounting the liability must be determined by giving consideration to such 
factors as the non-Federal entity's settlement rate for those liabilities and its 
investment rate of return. 

(2) Earnings or investment income on reserves must be credited to those reserves. 
(3) (i)   Contributions to reserves must be based on sound actuarial principles using 

historical experience and reasonable assumptions. Reserve levels must be 
analyzed and updated at least biennially for each major risk being insured and 
take into account any reinsurance, coinsurance, etc. Reserve levels related to 
employee-related coverages will normally be limited to the value of claims: 

(A) Submitted and adjudicated but not paid; 
(B) Submitted but not adjudicated; and 
(C) Incurred but not submitted. 

(ii) Reserve levels in excess of the amounts based on the above must be identified 
and justified in the cost allocation plan or indirect cost rate proposal. 

(4) Accounting records, actuarial studies, and cost allocations (or billings) must 
recognize any significant differences due to types of insured risk and losses 
generated by the various insured activities or agencies of the non-Federal entity. If 
individual departments or agencies of the non-Federal entity experience significantly 
different levels of claims for a particular risk, those differences are to be recognized 
by the use of separate allocations or other techniques resulting in an equitable 
allocation. 

(5) Whenever funds are transferred from a self-insurance reserve to other accounts 
(e.g., general fund or unrestricted account), refunds must be made to the Federal 
Government for its share of funds transferred, including earned or imputed interest 
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from the date of transfer and debt interest, if applicable, chargeable in accordance 
with applicable Federal cognizant agency for indirect cost, claims collection 
regulations. 

(e) Insurance refunds must be credited against insurance costs in the year the refund is 
received. 

(f) Indemnification includes securing the non-Federal entity against liabilities to third persons 
and other losses not compensated by insurance or otherwise. The Federal Government is 
obligated to indemnify the non-Federal entity only to the extent expressly provided for in 
the Federal award, except as provided in paragraph (c) of this section. 

Delegate Contract Insurance/Incorporation Requirements 
SUBRECIPIENT shall have on file evidence of incorporation (if applicable), all pertinent 
insurance policies, fidelity bonds, and other coverage required by federal, state, and/or local 
regulations. In addition, child maltreatment coverage shall be in force during the entire term of 
this agreement. 
SUBRECIPIENT shall provide evidence that liability insurance at a limit of not less than 
$1,000,000.00 is kept in force during the entire term of this agreement. Failure to maintain 
liability insurance in the limits stated above is grounds for immediate termination of this 
agreement. 
SUBRECIPIENT shall list OFFICE as additionally insured on the Liability Insurance policy. 
SUBRECIPIENT shall purchase and maintain child accident insurance coverage for all children 
enrolled. 
SUBRECIPIENT shall purchase and maintain Directors and Officers Insurance in the amount 
of at least $1,000,000 per incident/ $3,000,000 in aggregate. (Not applicable to school districts 
that are self-insured.)  

Monitoring Focus: Completeness of Fiscal Agency Backup Guidance 
Agency Inventory 
1. Inventory list is complete with all required fields and signatures. 

45 CFR Part 75.319 Federally-owned and exempt property. 
(a) Title to Federally-owned property remains vested in the Federal Government. The non-

Federal entity must submit annually an inventory listing of Federally-owned property in its 
custody to the HHS awarding agency. Upon completion of the Federal award or when the 
property is no longer needed, the non-Federal entity must report the property to the HHS 
awarding agency for further Federal agency utilization. 
75.320 Equipment 

(d) Management requirements. Procedures for managing equipment (including replacement 
equipment), whether acquired in whole or in part under a Federal award, until disposition 
takes place will, as a minimum, meet the following requirements: 
(1) Property records must be maintained that include a description of the property, a 

serial number or other identification number, the source of funding for the property 
(including the FAIN), who holds title, the acquisition date, and cost of the property, 
percentage of Federal participation in the project costs for the Federal award under 

 Request a copy of the agency’s current inventory report.  
 Verify the agency is following its own procedure. 
 Verify the report contains the following information: 

o a description of the property 
o a serial number or other identification number 
o the source of funding for the property (including the FAIN) 
o who holds title 
o the acquisition date 
o the cost of the property 
o percentage of Federal participation in the project costs for the Federal award 

under which the property was acquired 
o the location 
o use and condition of the property 
o any ultimate disposition data including the date of disposal and sale price of the 

property (if applicable) 
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which the property was acquired, the location, use and condition of the property, and 
any ultimate disposition data including the date of disposal and sale price of the 
property. 

(2) A physical inventory of the property must be taken and the results reconciled with the 
property records at least once every two years. 

(3) A control system must be developed to ensure adequate safeguards to prevent loss, 
damage, or theft of the property. Any loss, damage, or theft must be investigated. 

(4) Adequate maintenance procedures must be developed to keep the property in good 
condition. 

(5) If the non-Federal entity is authorized or required to sell the property, proper sales 
procedures must be established to ensure the highest possible return. 

(e) Disposition. When original or replacement equipment acquired under a Federal award is 
no longer needed for the original project or program or for other activities currently or 
previously supported by a HHS awarding agency, except as otherwise provided in 
Federal statutes, regulations, or HHS awarding agency disposition instructions, the non-
Federal entity must request disposition instructions from the HHS awarding agency if 
required by the terms and conditions of the Federal award. Disposition of the equipment 
will be made as follows, in accordance with HHS awarding agency disposition 
instructions: 
(1) Items of equipment with a current per unit fair market value of $5,000 or less may be 

retained, sold or otherwise disposed of with no further obligation to the HHS 
awarding agency. 

(2) Except as provided in §75.319(b), or if the HHS awarding agency fails to provide 
requested disposition instructions within 120 days, items of equipment with a current 
per-unit fair-market value in excess of $5,000 may be retained by the non-Federal 
entity or sold. The HHS awarding agency is entitled to an amount calculated by 
multiplying the current market value or proceeds from sale by the HHS awarding 
agency's percentage of participation in the cost of the original purchase. If the 
equipment is sold, the HHS awarding agency may permit the non-Federal entity to 
deduct and retain from the Federal share $500 or ten percent of the proceeds, 
whichever is less, for its selling and handling expenses. 

(3) The non-Federal entity may transfer title to the property to the Federal Government 
or to an eligible third party provided that, in such cases, the non-Federal entity must 
be entitled to compensation for its attributable percentage of the current fair market 
value of the property. 

(4) In cases where a non-Federal entity fails to take appropriate disposition actions, the 
HHS awarding agency may direct the non-Federal entity to take disposition actions. 

 Verify that all fields are complete for each piece of equipment. 

2. Items on the inventory list can be physically located and have all required identification 
tags attached.  
45 CFR Part 75.320  Equipment 
(d) Management requirements. Procedures for managing equipment (including replacement 

equipment), whether acquired in whole or in part under a Federal award, until disposition 

 Conduct a random check on equipment located on the inventory list.  
 Verify the identification tag can be located and matches the corresponding identification 

number on the inventory report presented. 
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takes place will, as a minimum, meet the following requirements: 
(2) A physical inventory of the property must be taken and the results reconciled with the 

property records at least once every two years. 
3. Equipment and facility purchases made in the prior and current year can be found on 

the inventory list. 
45 CFR Part 75.320  Equipment 
(d) Management requirements. Procedures for managing equipment (including replacement 

equipment), whether acquired in whole or in part under a Federal award, until disposition 
takes place will.  

 

 Request a listing general ledger showing the Equipment and Facility purchases for the prior 
year and current year being reviewed. 

 Verify that the items purchased are present on the inventory list presented. (Depending on the 
agency’s procedures you may be looking for items >$500 or over >$5,000.)  

 Note: You may have to request copies of the purchase orders to verify what equipment was 
purchased.  
 

4. Facilities purchased with Federal funding have proper Federal Interest posted on inside 
and outside of facility (if applicable). 
Head Start Program Performance Standards  
1303.46 Recording and posting notices of federal interest.  
(b) Recording notices of federal interest. 

(4) If a grantee uses federal funds in whole or in part to purchase a modular unit or to 
renovate a modular unit, the grantee must post the notice of federal interest, in 
clearly visible locations, on the exterior of the modular unit and inside the modular 
unit. 

1303.47 Contents of notices of federal interest. 
(a) Facility and real property a grantee owns. A notice of federal interest for a facility, other 

than a modular unit, and real property the grantee owns or will own, must include: 
(1) The grantee’s correct legal name and current mailing address; 
(2) A legal description of the real property; 
(3) Grant award number, amount and date of initial facilities funding award or initial use 

of base grant funds for ongoing purchase or mortgage payments; 
(4) A statement that the notice of federal interest includes funds awarded in grant 

award(s) and any Head Start funds subsequently used to purchase, construct or to 
make major renovations to the real property; 

(5) A statement that the facility and real property will only be used for purposes 
consistent with the Act and applicable Head Start regulations; 

(6) A statement that the facility and real property will not be mortgaged or used as 
collateral, sold or otherwise transferred to another party, without the responsible 
HHS official’s written permission; 

(7) A statement that the federal interest cannot be subordinated, diminished, nullified or 
released through encumbrance of the property, transfer of the property to another 
party or any other action the grantee takes without the responsible HHS official’s 
written permission; 

(8) A statement that confirms that the agency’s governing body received a copy of the 
notice of federal interest prior to filing and the date the governing body was provided 
with a copy; and, 

(9) The name, title, and signature of the person who drafted the notice. 

 Conduct a random check on facilities purchase with Head Start funding located 
on the inventory list.  

 Verify the Federal Interest notice can be found posted inside the facility including 
all contents listed in 1303.47 (a).   

 If the facility was purchased on or after November 2016, verify there is an 
additional Federal Interest notice posted on the outside of the facility including all 
contents listed in 1303.47 (a). 
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1. Bidding information for all vendors with purchases made in excess $150,000 per fiscal 

year agency-wide. 
45 CFR Part 75.329 Procurement procedures. 
The non-Federal entity must use one of the following methods of procurement. 
(a) Procurement by micro-purchases. Procurement by micro-purchase is the acquisition of 

supplies or services, the aggregate dollar amount of which does not exceed the micro-
purchase threshold (See micro-purchase). To the extent practicable, the non-Federal 
entity must distribute micro-purchases equitably among qualified suppliers. Micro-
purchases may be awarded without soliciting competitive quotations if the non-Federal 
entity considers the price to be reasonable. 

(b) Procurement by small purchase procedures. Small purchase procedures are those 
relatively simple and informal procurement methods for securing services, supplies, or 
other property that do not cost more than the Simplified Acquisition Threshold. If small 
purchase procedures are used, price or rate quotations must be obtained from an 
adequate number of qualified sources. 

(c) Procurement by sealed bids (formal advertising). Bids are publicly solicited and a firm 
fixed price contract (lump sum or unit price) is awarded to the responsible bidder whose 
bid, conforming with all the material terms and conditions of the invitation for bids, is the 
lowest in price. The sealed bid method is the preferred method for procuring construction, 
if the conditions in paragraph (c)(1) of this section apply. 
(1) In order for sealed bidding to be feasible, the following conditions should be present: 

(i) A complete, adequate, and realistic specification or purchase description is 
available; 

(ii) Two or more responsible bidders are willing and able to compete effectively for 
the business; and 

(iii) The procurement lends itself to a firm fixed price contract and the selection of 
the successful bidder can be made principally on the basis of price. 

(2) If sealed bids are used, the following requirements apply: 
(i) Bids must be solicited from an adequate number of known suppliers, providing 

them sufficient response time prior to the date set for opening the bids, for local, 
and tribal governments, the invitation for bids must be publicly advertised; 

(ii) The invitation for bids, which will include any specifications and pertinent 
attachments, must define the items or services in order for the bidder to 
properly respond; 

(iii) All bids will be opened at the time and place prescribed in the invitation for bids, 
for local, and tribal governments, the bids must be opened publicly; 

(iv) A firm fixed price contract award will be made in writing to the lowest responsive 

 Review the agency’s current procurement procedures regarding large purchasing activity.  
 Request from the agency a listing of all vendors in which they spent $150,000 or more within 

in the agency’s last fiscal year that ended. (Note: This is not in relation to Head Start only, this 
is agency-wide.) 

 If they agency contracts with the vendor for goods and/or services, excluding employee 
benefits, request the bid documentation for the selection of the vendors. 

 Verify that the bid process was conducted within the timeframe specified by the agency’s 
procedures. (Note: It is reasonable to conduct the bid process once every 1-3 years.) 
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and responsible bidder. Where specified in bidding documents, factors such as 
discounts, transportation cost, and life cycle costs must be considered in 
determining which bid is lowest. Payment discounts will only be used to 
determine the low bid when prior experience indicates that such discounts are 
usually taken advantage of; and 

(v) Any or all bids may be rejected if there is a sound documented reason. 
(d) Procurement by competitive proposals. The technique of competitive proposals is 

normally conducted with more than one source submitting an offer, and either a fixed 
price or cost-reimbursement type contract is awarded. It is generally used when 
conditions are not appropriate for the use of sealed bids. If this method is used, the 
following requirements apply: 
(1) Requests for proposals must be publicized and identify all evaluation factors and 

their relative importance. Any response to publicized requests for proposals must be 
considered to the maximum extent practical; 

(2) Proposals must be solicited from an adequate number of qualified sources; 
(3) The non-Federal entity must have a written method for conducting technical 

evaluations of the proposals received and for selecting recipients; 
(4) Contracts must be awarded to the responsible firm whose proposal is most 

advantageous to the program, with price and other factors considered; and 
(5) The non-Federal entity may use competitive proposal procedures for qualifications-

based procurement of architectural/engineering (A/E) professional services whereby 
competitors' qualifications are evaluated and the most qualified competitor is 
selected, subject to negotiation of fair and reasonable compensation. The method, 
where price is not used as a selection factor, can only be used in procurement of A/E 
professional services. It cannot be used to purchase other types of services though 
A/E firms are a potential source to perform the proposed effort. 

(e) [Reserved] 
(f) Procurement by noncompetitive proposals. Procurement by noncompetitive proposals is 

procurement through solicitation of a proposal from only one source and may be used 
only when one or more of the following circumstances apply: 
(1) The item is available only from a single source; 
(2) The public exigency or emergency for the requirement will not permit a delay 

resulting from competitive solicitation; 
(3) The HHS awarding agency or pass-through entity expressly authorizes 

noncompetitive proposals in response to a written request from the non-Federal 
entity; or 

(4) After solicitation of a number of sources, competition is determined inadequate. 
75.327 General procurement standards. 
(i) The non-Federal entity must maintain records sufficient to detail the history of 

procurement. These records will include, but are not necessarily limited to the 
following: rationale for the method of procurement, selection of contract type, 
contractor selection or rejection, and the basis for the contract price. 
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(j) (1) The non-Federal entity may use a time and materials type contract only after a 
determination that no other contract is suitable and if the contract includes a ceiling 
price that the contractor exceeds at its own risk. Time and materials type contract 
means a contract whose cost to a non-Federal entity is the sum of: 
(ii) The actual cost of materials; and 
(iii) Direct labor hours charged at fixed hourly rates that reflect wages, general and 

administrative expenses, and profit.  
Monitoring Focus: Completeness of Fiscal Agency Backup Guidance 

Agency External Audits, Reviews, and Monitoring Activities 
1. No current year findings listed in the External Auditor report. 

45 CFR Part 75.302  Financial management and standards for financial management systems 
(a) Each state must expend and account for the Federal award in accordance with state laws 

and procedures for expending and accounting for the state's own funds. In addition, the 
state's and the other non- Federal entity's financial management systems, including 
records documenting compliance with Federal statutes, regulations, and the terms and 
conditions of the Federal award, must be sufficient to permit the preparation of reports 
required by general and program-specific terms and conditions; and the tracing of funds 
to a level of expenditures adequate to establish that such funds have been used 
according to the Federal statutes, regulations, and the terms and conditions of the 
Federal award. See also §75.450. 

(b) The financial management system of each non-Federal entity must provide for the 
following (see also §§75.361, 75.362, 75.363, 75.364, and 75.365): 
(1) Identification, in its accounts, of all Federal awards received and expended and the 

Federal programs under which they were received. Federal program and Federal 
award identification must include, as applicable, the CFDA title and number, Federal 
award identification number and year, name of the HHS awarding agency, and name 
of the pass-through entity, if any. 

(2) Accurate, current, and complete disclosure of the financial results of each Federal 
award or program in accordance with the reporting requirements set forth in 
§§75.341 and 75.342. If an HHS awarding agency requires reporting on an accrual 
basis from a recipient that maintains its records on other than an accrual basis, the 
recipient must not be required to establish an accrual accounting system. This 
recipient may develop accrual data for its reports on the basis of an analysis of the 
documentation on hand. Similarly, a pass-through entity must not require a 
subrecipient to establish an accrual accounting system and must allow the 
subrecipient to develop accrual data for its reports on the basis of an analysis of the 
documentation on hand. 

(3) Records that identify adequately the source and application of funds for federally-
funded activities. These records must contain information pertaining to Federal 
awards, authorizations, obligations, unobligated balances, assets, expenditures, 
income and interest and be supported by source documentation. 

 Note: This section is usually done during desk monitoring. Before asking the agency for their 
External Audit check with CFS Financial Services Manager to see if this is complete. 

 Review the Agency’s latest approved External Auditor report.  
 Review the back section to see if the agency had any current year findings. 
 If there were current year findings ask the agency for documentation that the findings have 

been addressed. (Note: It does not matter if the findings were not Head Start related, reviewer 
still needs to determine the finding has been addressed.) 
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(4) Effective control over, and accountability for, all funds, property, and other assets. 
The non-Federal entity must adequately safeguard all assets and assure that they 
are used solely for authorized purposes. See §75.303. 

(5) Comparison of expenditures with budget amounts for each Federal award. 
(6) Written procedures to implement the requirements of §75.305. 
(7) Written procedures for determining the allowability of costs in accordance with 

subpart E of this part and the terms and conditions of the Federal award. 
75.303 Internal controls. 

The non-Federal entity must: 
(d) Take prompt action when instances of noncompliance are identified including 

noncompliance identified in audit findings. 
(c) Head Start Act Section 641 Designation of Head Start Agencies 
(d) SYSTEM FOR DESIGNATION RENEWAL.— 

(1) IN GENERAL.The Secretary shall develop a system for designation renewal that 
integrates the recommendations of the expert panel convened under paragraph (2) 
to determine if a Head Start agency is delivering a high-quality and comprehensive 
Head Start program that meets the educational, health, nutritional, and social needs 
of the children and families it serves, and meets program and financial management 
requirements and standards described in section 641A(a)(1), based on— 

(C) annual audits required under section 647 
Head Start Act Section 647 Records And Audits 

(a) Each recipient of financial assistance under this subchapter shall keep such records as 
the Secretary shall prescribe, including records which fully disclose the amount and 
disposition by such recipient of the proceeds of such financial assistance, the total cost of 
the project or undertaking in connection with which such financial assistance is given or 
used, the amount of that portion of the cost of the project or undertaking supplied by other 
sources, and such other records as will facilitate an effective audit. 

(b) The Secretary and the Comptroller General of the United States, or any of their duly 
authorized representatives, shall have access for the purpose of audit and examination to 
any books, documents, papers, and records of the recipients that are pertinent to the 
financial assistance received under this subchapter. 

(c) Each recipient of financial assistance under this subchapter shall— 
(1) maintain, and annually submit to the Secretary, a complete accounting of the 

recipient's administrative expenses (including a detailed statement identifying the 
amount of financial assistance provided under this subchapter used to pay expenses 
for salaries and compensation and the amount (if any) of other funds used to pay 
such expenses); 

(2) not later than 30 days after the date of completion of an audit conducted in the 
manner and to the extent provided in chapter 75 of title 31, United States Code 
(commonly known as the Single Audit Act of 1984'), submit to the Secretary a copy 
of the audit management letter and of any audit findings as they relate to the Head 
Start program; and 
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Agency External Audits, Reviews, and Monitoring Activities 

(3) provide such additional documentation as the Secretary may require. 
Delegate Contract - Audit Requirements 
SUBRECIPIENT’s financial and business activities, procedures, and records shall be audited 
annually by an independent Certified Public Accountant. Such audit shall be conducted in 
accordance with applicable federal and state laws, regulations, and audit guidelines. Audit 
shall be paid for by SUBRECIPIENT. Such audit costs may be included in SUBRECIPIENT 
budget. 
SUBRECIPIENT agrees to timely correction of all audit findings, if any, to the satisfaction of 
the OFFICE and ACF. Corrective procedures recommended in the audit report will be 
reviewed by OFFICE with SUBRECIPIENT, and a deadline date for implementation shall be 
established by OFFICE. Failure to correct audit deficiencies in a timely manner may result in 
OFFICE withholding payments to SUBRECIPIENT or non-renewal of this agreement. 
SUBRECIPIENT shall be responsible for any monetary losses as the result of any audit 
exception or disallowance caused by, or as a result of, SUBRECIPIENT’s lack of performance 
as required by this agreement. 
 
SUBRECIPIENT shall provide OFFICE with an electronic copy of the audit report and 
associated management letter(s) within 10 days of receipt and acceptance of said report from 
auditors. 

2. No prior year findings listed in the External Auditor report.  
See Regulations referenced in #1. 

 Note: This section is usually done during desk monitoring. Before asking the agency for their 
External Audit check with CFS Financial Services Manager to see if this is complete. 

 Review the Agency’s latest approved External Auditor report.  
 Review the back section to see if the agency had any prior year findings.  
 Compare to see if any prior year findings reoccurred in the current year findings section. 
 If there were prior year findings that reoccurred, ask the agency for documentation that the 

findings have been addressed and for clarification on why the finding reappeared. (Note: It 
does not matter if the findings were not Head Start related, reviewer still needs to determine 
the finding has been addressed.) 
 

3. No findings or concerns are listed on the most current USDA (CCFP/NSL) 
monitoring/review report. 
See Regulations referenced in #1. 

 Note: This section is usually done during desk monitoring. Before asking the agency for their 
External Audit check with CFS Financial Services Manager to see if this is complete. 

 Review the Agency’s latest USDA monitoring/review report.  
 Review the report to see if the agency had any findings/out of compliances. 
 If there were findings/out of compliances ask the agency for documentation that the findings 

have been addressed. (Note: It does not matter if the findings were not Head Start related, 
reviewer still needs to determine the finding has been addressed.) 

 Note: If any findings/out of compliances were addressed in the report, share the report with 
the CFS Health Director. 
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Agency Payroll 
1. Payroll is approved by an authorized official. 

2 CFR Part 230 App. Support of salaries and wages.  
(1) Charges to awards for salaries and wages, whether treated as direct costs or in-

direct 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 8.m.(2) of 
this appendix, except when a substitute system has been approved in writing by the 
cognizant agency. (See subparagraph E.2 of Appendix A to this part.)  

 Randomly select three pay periods and request documentation that the payroll was approved 
by an authorized official prior to the checks being sent out. 

 Review the agency’s fiscal procedures to verify who is considered “an authorized official”.  
 

2. Was COLA applied to payroll? If so, please verify rate of pays to a matching salary 
schedule. 
75.308   Revision of budget and program plans. 
(a) The approved budget for the Federal award summarizes the financial aspects of the 

project or program as approved during the Federal award process. It may include either 
the Federal and non-Federal share (see §75.2 Federal share) or only the Federal share, 
depending upon HHS awarding agency requirements. It must be related to performance 
for program evaluation purposes whenever appropriate. 

(b) Recipients are required to report deviations from budget or project scope or objective, and 
request prior approvals from HHS awarding agencies for budget and program plan 
revisions, in accordance with this section. 

(c) (1)  For non-construction Federal awards, recipients must request prior approvals from 
HHS awarding agencies for one or more of the following program or budget-related 
reasons: 
(i) Change in the scope or the objective of the project or program (even if there is 

no associated budget revision requiring prior written approval).  

If agency applied and was approved for a Head Start COLA in the last 12 months proceed 
with this section. 

 Request a copy of the agency’s approved COLA Budget.  
 Request a copy of the agency’s approved salary schedule.  
 Review the salary schedule to ensure that the approved COLA was properly applied to the 

salary schedule.  
 When reviewing the payroll transactions ensure employees were paid as per the salary 

schedule provided.  
 Request backup documentation if retro was given.  

3. A current Wage Comparability Study was used to assess current salary schedule. 
(HR/PDM)  
Head Start Act Section 653 Comparability of Wages 
(a) Comparability of Wages- The Secretary shall take such action as may be necessary to 

assure that persons employed in carrying out programs financed under this subchapter 
shall not receive compensation at a rate which is (1) in excess of the average rate of 
compensation paid in the area where the program is carried out to a substantial number 
of persons providing substantially comparable services, or in excess of the average rate 
of compensation paid to a substantial number of the persons providing substantially 
comparable services in the area of the person's immediately preceding employment, 
whichever is higher; or (2) less than the minimum wage rate prescribed in section 6(a)(1) 
of the Fair Labor Standards Act of 1938. The Secretary shall encourage Head Start 

 Request from HR the most current Wage Comparability Study performed by the agency (may 
be provided by Grantee). 

 Request a copy of the agency current salary schedule. 
 Review study against salary schedule to ensure positions are relevant to the agency. 
 Review the differences in pay rates on the Wage Comparability Study versus the salary 

schedule.  
 Ask agency how is the Wage Comparability Study used with rates are being adjusted or 

increased.  
 



FISCAL  ‐ AGENCY GUIDANCE 

    Page 48 of 63 

Monitoring Focus: Completeness of Fiscal Agency Backup Guidance: 

Agency Payroll 
agencies to provide compensation according to salary scales that are based on training 
and experience. 

(b) Limitation- 
(1) IN GENERAL- Notwithstanding any other provision of law, no Federal funds may be 

used to pay any part of the compensation of an individual employed by a Head Start 
agency, if such compensation, including non-Federal funds, exceeds an amount 
equal to the rate payable for level II of the Executive Schedule under section 5313 of 
title 5, United States Code. 

(2) COMPENSATION- In this subsection, the term "compensation"-- 
(A) includes salary, bonuses, periodic payments, severance 

pay, the value of any vacation time, the value of a 
compensatory or paid leave benefit not excluded by 
subparagraph (B), and the fair market value of any 
employee perquisite or benefit not excluded by 
subparagraph (B); and 

(B) excludes any Head Start agency expenditure for a health, 
medical, life insurance, disability, retirement, or any other 
employee welfare or pension benefit.  

4. There are no pending worker’s comp or unemployment cases. (HR/PDM)  
45 CFR Part 75.302 and 75.303 (d), see regulations referenced under Agency External Audits, 
Reviews, and Monitoring Activities #1. 
Head Start Act Section 641 (c)(1)(c), see regulations referenced under Agency External 
Audits, Reviews, and Monitoring Activities #1. 
Head Start Act Section 647, see regulations referenced under Agency External Audits, 
Reviews, and Monitoring Activities #1. 
Delegate Contract, see contract section referenced under Agency External Audits, Reviews, 
and Monitoring Activities #1. 
See OHSA 1910 for Occupational and Head Standards at www.osha.gov. 
1302.93 Staff health and wellness. 
(a) A program must ensure each staff member has an initial health examination and a 

periodic re-examination as recommended by their health care provider in accordance with 
state, tribal, or local requirements, that include screeners or tests for communicable 
diseases, as appropriate. The program must ensure staff do not, because of 
communicable diseases, pose a significant risk to the health or safety of others in the 
program that cannot be eliminated or reduced by reasonable accommodation, in 
accordance with the Americans with Disabilities Act and section 504 of the Rehabilitation 
Act. 

(b) A program must make mental health and wellness information available to staff regarding 
health issues that may affect their job performance, and must provide regularly scheduled 
opportunities to learn about mental health, wellness, and health education. 

 Work with HR/PDM Component Lead to request from agency information on pending worker’s 
comp or unemployment cases. 

 Work with the HR Component Lead to ensure the agency has a safety program in place.  
 If the agency struggles with staff retention, work with the HR Component Lead to determine 

the reason for high staff turnover and the steps the agency has taken to decrease the 
turnover rate. 

 Evaluate the agency’s risk. Review the agency’s external audit report to determine agency’s 
risk level of their performance. 
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Agency Payroll 
5. Bonuses or Incentives  

45 CFR Part 75.430 Compensation—personal services. 
(f) Incentive compensation. Incentive compensation to employees based on cost reduction, or 
efficient performance, suggestion awards, safety awards, etc., is 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 non-Federal entity and the 
employees before the services were rendered, or pursuant to an established plan followed by 
the non-Federal entity so consistently as to imply, in effect, an agreement to make such 
payment. 

 Request the agency’s procedures on bonuses and incentives.   
 Ask fiscal officer if any bonuses or incentives were given in the last 12 months.  
 If applicable, request details of the bonus or incentive and verify that there is an agency 

procedure that supports the bonus or incentive approved prior to the bonus or incentive being 
given. 

 Verify the reasonableness of the bonus or incentive.   

Monitoring Focus: Completeness of Fiscal Agency Backup Guidance 
Agency Internal Controls 
1. Check stock and automatic check signers are kept in locked safe. 

45 CFR Part 75.303 Internal controls. 
The non-Federal entity must: 
(a) Establish and maintain effective internal control over the Federal award that provides 

reasonable assurance that the non-Federal entity is managing the Federal award in 
compliance with Federal statutes, regulations, and the terms and conditions of the 
Federal award. These internal controls should be in compliance with guidance in 
“Standards for Internal Control in the Federal Government,” issued by the Comptroller 
General of the United States or the “Internal Control Integrated Framework,” issued by the 
Committee of Sponsoring Organizations of the Treadway Commission (COSO). 

(b) Comply with Federal statutes, regulations, and the terms and conditions of the Federal 
awards. 

(c) Evaluate and monitor the non-Federal entity's compliance with statutes, regulations and 
the terms and conditions of Federal awards. 

(d) Take prompt action when instances of noncompliance are identified including 
noncompliance identified in audit findings. 

(e) Take reasonable measures to safeguard protected personally identifiable information and 
other information the HHS awarding agency or pass-through entity designates as 
sensitive or the non-Federal entity considers sensitive consistent with applicable Federal, 
state, local, and tribal laws regarding privacy and obligations of confidentiality. 

 Request the agency’s procedure on the security of check stock and automatic check signers.  
 Verify the agency is following its own procedures. 

2. Bank Reconciliations are current and complete. 
45 CFR Part 75.510 Financial statements. 
(a) Financial statements. The auditee must prepare financial statements that reflect its 

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

 Request bank statements for the months that transactions were pulled. (Note: At a minimum 
pull 3 months of bank statements.) 

 Verify that all bank statements requested have been reconciled timely and includes proper 
authorization. 

 Review bank statements for irregular activity. 
 If irregular activity transactions are present, pull the transactions and review under the 

transaction checklist that applies. 
 When check images are present review check amount, vendor name and signatures. (Note: 
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(b) Schedule of expenditures of Federal awards. The auditee must also prepare a schedule 

of expenditures of Federal awards for the period covered by the auditee's financial 
statements which must include the total Federal awards expended as determined in 
accordance with §75.502. While not required, the auditee may choose to provide 
information requested by HHS awarding agencies and pass-through entities to make the 
schedule easier to use. For example, when a Federal program has multiple Federal 
award years, the auditee may list the amount of Federal awards expended for each 
Federal award year separately. At a minimum, the schedule must: 
(1) List individual Federal programs by Federal agency. For a cluster of programs, 

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

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

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

(4) Include the total amount provided to subrecipients from each Federal program. 
(5) For loan or loan guarantee programs described in §75.502(b), identify in the notes to 

the schedule the balances outstanding at the end of the audit period. This is in 
addition to including the total Federal awards expended for loan or loan guarantee 
programs in the schedule. 

(6) Include notes that describe that significant accounting policies used in preparing the 
schedule, and note whether or not the auditee elected to use the 10% de minimis 
cost rate as covered in §75.414. 
75.302 Financial management and standards for financial management systems. 

(a) Each state must expend and account for the Federal award in accordance with state laws 
and procedures for expending and accounting for the state's own funds. In addition, the 
state's and the other non- Federal entity's financial management systems, including 
records documenting compliance with Federal statutes, regulations, and the terms and 
conditions of the Federal award, must be sufficient to permit the preparation of reports 
required by general and program-specific terms and conditions; and the tracing of funds 
to a level of expenditures adequate to establish that such funds have been used 
according to the Federal statutes, regulations, and the terms and conditions of the 
Federal award. See also §75.450. 

(b) The financial management system of each non-Federal entity must provide for the 
following (see also §§75.361, 75.362, 75.363, 75.364, and 75.365): 
(1) Identification, in its accounts, of all Federal awards received and expended and the 

Federal programs under which they were received. Federal program and Federal 
award identification must include, as applicable, the CFDA title and number, Federal 

Verify signatures present align with agency procedures.)      
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award identification number and year, name of the HHS awarding agency, and name 
of the pass-through entity, if any. 

(2) Accurate, current, and complete disclosure of the financial results of each Federal 
award or program in accordance with the reporting requirements set forth in 
§§75.341 and 75.342. If an HHS awarding agency requires reporting on an accrual 
basis from a recipient that maintains its records on other than an accrual basis, the 
recipient must not be required to establish an accrual accounting system. This 
recipient may develop accrual data for its reports on the basis of an analysis of the 
documentation on hand. Similarly, a pass-through entity must not require a 
subrecipient to establish an accrual accounting system and must allow the 
subrecipient to develop accrual data for its reports on the basis of an analysis of the 
documentation on hand. 

(3) Records that identify adequately the source and application of funds for federally-
funded activities. These records must contain information pertaining to Federal 
awards, authorizations, obligations, unobligated balances, assets, expenditures, 
income and interest and be supported by source documentation. 

(4) Effective control over, and accountability for, all funds, property, and other assets. 
The non-Federal entity must adequately safeguard all assets and assure that they 
are used solely for authorized purposes. See §75.303. 

(5) Comparison of expenditures with budget amounts for each Federal award. 
(6) Written procedures to implement the requirements of §75.305. 
(7) Written procedures for determining the allowability of costs in accordance with 

subpart E of this part and the terms and conditions of the Federal award.  
Monitoring Focus: Completeness of Fiscal Agency Backup Guidance 

 Agency Accounts Payable 
1. Accounts Payable payments are monitored and are processed within 30 days. 

45 CFR Part 75.403 Factors affecting allowability of costs. 
Except where otherwise authorized by statute, costs must meet the following general criteria in 
order to be allowable under Federal awards: 
(e) Be determined in accordance with generally accepted accounting principles (GAAP), 

except, for state and local governments and Indian tribes only, as otherwise provided for 
in this part. 

For Non-Profits agencies: 
 Request an accounts payable report.  
 Review report to see if any invoices were paid past 30 days.  
 For any invoices not paid within 30 days, request backup documentation or an explanation. 
 Based on explanation provided, determine if the agency is non-compliant in this area. 
 
For School Districts or County Offices: 
 Request an open purchase order (PO) report. 
 Review report to see if there are any old purchase and outstanding purchases that have not 

been paid.  
 Pull documentation on the purchase orders to determine if goods and/or services have been 

received. If so, request backup documentation or an explanation as to why the invoice has not 
been paid.  

  Based on explanation provided, determine if the agency is non-compliant in this area. 
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Agency Governing Body Reporting 

1. Governing Board financial reports are complete, current, and timely.  
Head Start Act 642 Powers and Functions of Head Start Agencies 
(d) Program Governance Administration- (2) CONDUCT OF RESPONSIBILITIES- Each 

Head Start agency shall ensure the sharing of accurate and regular information for use by 
the governing body and the policy council, about program planning, policies, and Head 
Start agency operations, including: 

(A) monthly financial statements, including credit card 
expenditures; 

(B) monthly program information summaries; 
(C) program enrollment reports, including attendance reports 

for children whose care is partially subsidized by another 
public agency; 

(D) monthly reports of meals and snacks provided through 
programs of the Department of Agriculture; 

(E) the financial audit; 
(F) the annual self-assessment, including any findings 

related to such assessment; 
(G) the communitywide strategic planning and needs 

assessment of the Head Start agency, including any 
applicable updates; 

(H) communication and guidance from the Secretary; and 
(I) the program information reports.  

 Request Board reporting binders for current and prior program year.  
 Review the last three completed months, if further information is needed, review additional 

months.  
 The Board agenda and minutes need to reflect that the following fiscal and program data 

reports were presented timely: 
o Head Start Monthly Financial statements (including Non-Federal Share) 

Note: These reports should compare budget to actual expenses. 
o Credit card expenditures 
o Monthly program information summaries 
o Program enrollment reports 

(including Disabilities and Over-Income) 
o Attendance reports 
o Monthly meals and snacks provided  

 Ensure information is organized and filed properly.  
 

2. DPC/PPC financial reports are complete, current, and timely. 
See Regulations referenced for #1. 

 Request DPC/PPC reporting binders for current and prior program year.  
 Review the last three completed months, if further information is needed, review additional 

months.  
 The DPC/PPC agenda and minutes need to reflect that the following fiscal and program data 

reports were presented timely: 
o Head Start Monthly Financial statements (including Non-Federal Share) 

Note: These reports should compare budget to actual expenses. 
o Credit card expenditures 
o Monthly program information summaries 
o Program enrollment reports 

(including Disabilities and Over-Income) 
o Attendance reports 
o Monthly meals and snacks provided  

 Ensure information is organized and filed properly.  
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Agency IRS Reporting 

1. Non-Profit ONLY – IRS form 990 is current, complete and filed timely. 
45 CFR Part 75.302 Financial management and standards for financial management systems 
(a) Each state must expend and account for the Federal award in accordance with state laws 

and procedures for expending and accounting for the state's own funds. In addition, the 
state's and the other non- Federal entity's financial management systems, including 
records documenting compliance with Federal statutes, regulations, and the terms and 
conditions of the Federal award, must be sufficient to permit the preparation of reports 
required by general and program-specific terms and conditions; and the tracing of funds 
to a level of expenditures adequate to establish that such funds have been used 
according to the Federal statutes, regulations, and the terms and conditions of the 
Federal award. See also §75.450. 

(b) The financial management system of each non-Federal entity must provide for the 
following (see also §§75.361, 75.362, 75.363, 75.364, and 75.365): 
(1) Identification, in its accounts, of all Federal awards received and expended and the 

Federal programs under which they were received. Federal program and Federal 
award identification must include, as applicable, the CFDA title and number, Federal 
award identification number and year, name of the HHS awarding agency, and name 
of the pass-through entity, if any. 

(2) Accurate, current, and complete disclosure of the financial results of each Federal 
award or program in accordance with the reporting requirements set forth in 
§§75.341 and 75.342. If an HHS awarding agency requires reporting on an accrual 
basis from a recipient that maintains its records on other than an accrual basis, the 
recipient must not be required to establish an accrual accounting system. This 
recipient may develop accrual data for its reports on the basis of an analysis of the 
documentation on hand. Similarly, a pass-through entity must not require a 
subrecipient to establish an accrual accounting system and must allow the 
subrecipient to develop accrual data for its reports on the basis of an analysis of the 
documentation on hand. 

(3) Records that identify adequately the source and application of funds for federally-
funded activities. These records must contain information pertaining to Federal 
awards, authorizations, obligations, unobligated balances, assets, expenditures, 
income and interest and be supported by source documentation. 

(4) Effective control over, and accountability for, all funds, property, and other assets. 
The non-Federal entity must adequately safeguard all assets and assure that they 
are used solely for authorized purposes. See §75.303. 

(5) Comparison of expenditures with budget amounts for each Federal award. 
(6) Written procedures to implement the requirements of §75.305. 

For Non-Profits ONLY: 
 Request the latest IRS form 990 that has been submitted.  
 Verify that the form was submitted timely. This form is due on the 15th day of the fifth month 

following the end of the organization’s taxable year. (For example: for an organization that 
runs on the calendar year Jan-Dec, the form is due May 15th of the following year.) 

 If the submission was delayed, request documentation that the agency obtained and 
approved extension.   

 Review section labeled “Officiers, Directors, Trustees, Key Employees, and Highest 
Compensated Employees”. Ensure that no person paid directly to Head Start or under Indirect 
charged to Head Start (Federally or by Non-Federal Share) receives compensation at or 
above the Executive Level II Compensation. 
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Agency IRS Reporting 

(7) Written procedures for determining the allowability of costs in accordance with 
subpart E of this part and the terms and conditions of the Federal award. 
Sec. 653 Comparability of Wages 
Sec. 653. [42 U.S.C. 9848] 

(a) Comparability of Wages- The Secretary shall take such action as may be necessary to 
assure that persons employed in carrying out programs financed under this subchapter 
shall not receive compensation at a rate which is (1) in excess of the average rate of 
compensation paid in the area where the program is carried out to a substantial number 
of persons providing substantially comparable services, or in excess of the average rate 
of compensation paid to a substantial number of the persons providing substantially 
comparable services in the area of the person's immediately preceding employment, 
whichever is higher; or (2) less than the minimum wage rate prescribed in section 6(a)(1) 
of the Fair Labor Standards Act of 1938. The Secretary shall encourage Head Start 
agencies to provide compensation according to salary scales that are based on training 
and experience. 

(b) Limitation- 
(1) IN GENERAL- Notwithstanding any other provision of law, no Federal funds may be 

used to pay any part of the compensation of an individual employed by a Head Start 
agency, if such compensation, including non-Federal funds, exceeds an amount 
equal to the rate payable for level II of the Executive Schedule under section 5313 of 
title 5, United States Code. 

(2) COMPENSATION- In this subsection, the term "compensation"-- 
(A) includes salary, bonuses, periodic payments, severance 

pay, the value of any vacation time, the value of a 
compensatory or paid leave benefit not excluded by 
subparagraph (B), and the fair market value of any 
employee perquisite or benefit not excluded by 
subparagraph (B); and 

(B) excludes any Head Start agency expenditure for a health, 
medical, life insurance, disability, retirement, or any other 
employee welfare or pension benefit.  

2. IRS form 941 is current, complete, and filed timely.  
See Regulations referenced for #1. 

 Request the latest IRS form 941 that has been submitted. (Note: This form is to report 
employer’s quarterly federal tax return on a quarterly basis.) 

 Verify that the form was submitted timely. This form is due on the last day of the month 
following the end of the calendar quarter. (For example: 1st Quarter reporting Jan-Mar is due 
Apr 30th, 2nd Quarter reporting Apr-Jun is due Jul 31st, 3rd Quarter reporting Jul-Sept is due 
Oct 31st, and 4th Quarter Oct-Dec is due Jan 31st. ) 

 If the submission was delayed, request documentation that the agency obtained and 
approved extension.   
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Agency IRS Reporting 

3. Agency has no IRS correspondence. 
See Regulations referenced for #1. 

 Ask agency if there is any recent IRS Correspondence. 

Monitoring Focus: Completeness of Fiscal Agency Backup Guidance 
Agency Loans and Mortgages 

1. No program equipment or facilities are used as collateral on any agency loan or 
mortgage.  
1303.47 Contents of notices of federal interest. 

(6) A statement that the facility and real property will not be mortgaged or used as 
collateral, sold or otherwise transferred to another party, without the responsible 
HHS official’s written permission; 

 Ask Fiscal Officer if any Head Start equipment or facilities are used as collateral on any 
agency loan or mortgage.  

 Review agency’s external audit report for details on any existing loans or mortgages.  

2. No program cash is used to float any other agency program operating at a deficit. 
45 CFR Part 75.305 Payment 
(a) (1)   For states, payments are governed by Treasury-State CMIA agreements and default 

procedures codified at 31 CFR part 205 and TFM 4A-2000 Overall Disbursing Rules 
for All Federal Agencies. 

(2) To the extent that Treasury-State CMIA agreements and default procedures do not 
address expenditure of program income, rebates, refunds, contract settlements, 
audit recoveries and interest earned on such funds, such funds must be expended 
before requesting additional cash payments. 

(b) For non-Federal entities other than states, payments methods must minimize the time 
elapsing between the transfer of funds from the United States Treasury or the pass-
through entity and the disbursement by the non-Federal entity whether the payment is 
made by electronic funds transfer, or issuance or redemption of checks, warrants, or 
payment by other means. See also §75.302(b)(6). Except as noted elsewhere in this part, 
HHS awarding agencies must require recipients to use only OMB-approved standard 
government-wide information collection requests to request payment. 
(1) The non-Federal entity must be paid in advance, provided it maintains or 

demonstrates the willingness to maintain both written procedures that minimize the 
time elapsing between the transfer of funds and disbursement by the non-Federal 
entity, and financial management systems that meet the standards for fund control 
and accountability as established in this part. Advance payments to a non-Federal 
entity must be limited to the minimum amounts needed and be timed to be in 
accordance with the actual, immediate cash requirements of the non-Federal entity 
in carrying out the purpose of the approved program or project. The timing and 
amount of advance payments must be as close as is administratively feasible to the 
actual disbursements by the non-Federal entity for direct program or project costs 
and the proportionate share of any allowable indirect costs. The non-Federal entity 
must make timely payment to contractors in accordance with the contract provisions. 

(2) Whenever possible, advance payments must be consolidated to cover anticipated 
cash needs for all Federal awards made by the HHS awarding agency to the 

 Request documentation that Head Start funds are kept separate from other agency programs. 
If funds are merged, ensure there is a system to regularly track cash balances to ensure other 
agency programs never use Head Start positive cash to offset deficits.  
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recipient. 
(i) Advance payment mechanisms include, but are not limited to, Treasury check 

and electronic funds transfer and must comply with applicable guidance in 31 
CFR part 208. 

(ii) Non-Federal entities must be authorized to submit requests for advance 
payments and reimbursements at least monthly when electronic fund transfers 
are not used, and as often as they like when electronic transfers are used, in 
accordance with the provisions of the Electronic Fund Transfer Act (15 U.S.C. 
1693-1693r). 

(3) Reimbursement is the preferred method when the requirements in paragraph (b) 
cannot be met, when the HHS awarding agency sets a specific condition per 
§75.207, or when the non-Federal entity requests payment by reimbursement. This 
method may be used on any Federal award for construction, or if the major portion of 
the construction project is accomplished through private market financing or Federal 
loans, and the Federal award constitutes a minor portion of the project. When the 
reimbursement method is used, the HHS awarding agency or pass-through entity 
must make payment within 30 calendar days after receipt of the billing, unless the 
HHS awarding agency or pass-through entity reasonably believes the request to be 
improper. 

(4) If the non-Federal entity cannot meet the criteria for advance payments and the HHS 
awarding agency or pass-through entity has determined that reimbursement is not 
feasible because the non-Federal entity lacks sufficient working capital, the HHS 
awarding agency or pass-through entity may provide cash on a working capital 
advance basis. Under this procedure, the HHS awarding agency or pass-through 
entity must advance cash payments to the non-Federal entity to cover its estimated 
disbursement needs for an initial period generally geared to the non-Federal entity's 
disbursing cycle. Thereafter, the HHS awarding agency or pass-through entity must 
reimburse the non-Federal entity for its actual cash disbursements. Use of the 
working capital advance method of payment requires that the pass-through entity 
provide timely advance payments to any subrecipients in order to meet the 
subrecipient's actual cash disbursements. The working capital advance method of 
payment must not be used by the pass-through entity if the reason for using this 
method is the unwillingness or inability of the pass-through entity to provide timely 
advance payments to the subrecipient to meet the subrecipient's actual cash 
disbursements. 

(5) Use of resources before requesting cash advance payments. To the extent available, 
the non-Federal entity must disburse funds available from program income (including 
repayments to a revolving fund), rebates, refunds, contract settlements, audit 
recoveries, and interest earned on such funds before requesting additional cash 
payments. 

(6) Unless otherwise required by Federal statutes, payments for allowable costs by non-
Federal entities must not be withheld at any time during the period of performance 
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unless the conditions of §§75.207, subpart D of this part, 75.371, or one or more of 
the following applies: 
(i) The non-Federal entity has failed to comply with the project objectives, Federal 

statutes, regulations, or the terms and conditions of the Federal award. 
(ii) The non-Federal entity is delinquent in a debt to the United States as defined in 

OMB Guidance A-129 “Policies for Federal Credit Programs and Non-Tax 
Receivables.” 

(iii) A payment withheld for failure to comply with Federal award conditions, but 
without suspension of the Federal award, must be released to the non-Federal 
entity upon subsequent compliance. When a Federal award is suspended, 
payment adjustments will be made in accordance with §75.375. 

(iv) A payment must not be made to a non-Federal entity for amounts that are 
withheld by the non-Federal entity from payment to contractors to assure 
satisfactory completion of work. A payment must be made when the non-
Federal entity actually disburses the withheld funds to the contractors or to 
escrow accounts established to assure satisfactory completion of work. 

(7) Standards governing the use of banks and other institutions as depositories of 
advance payments under Federal awards are as follows: 
(i) The HHS awarding agency and pass-through entity must not require separate 

depository accounts for funds provided to a non-Federal entity or establish any 
eligibility requirements for depositories for funds provided to the non-Federal 
entity. However, the non-Federal entity must be able to account for the receipt, 
obligation and expenditure of funds. 

(ii) Advance payments of Federal funds must be deposited and maintained in 
insured accounts whenever possible. 

(8) The non-Federal entity must maintain advance payments of Federal awards in 
interest-bearing accounts, unless the following apply: 
(i) The non-Federal entity receives less than $120,000 in Federal awards per year. 
(ii) The best reasonably available interest-bearing account would not be expected 

to earn interest in excess of $500 per year on Federal cash balances. 
(iii) The depository would require an average or minimum balance so high that it 

would not be feasible within the expected Federal and non-Federal cash 
resources. 

(iv) A foreign government or banking system prohibits or precludes interest bearing 
accounts. 

(9) Interest earned amounts up to $500 per year may be retained by the non-Federal 
entity for administrative expense. Any additional interest earned on Federal advance 
payments deposited in interest-bearing accounts must be remitted annually to the 
Department of Health and Human Services Payment Management System (PMS) 
through an electronic medium using either Automated Clearing House (ACH) 
network or a Fedwire Funds Service payment. Remittances must include pertinent 
information of the payee and nature of the payment in the memo area (often referred 
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to as “addenda records” by Financial Institutions) as that will assist in the timely 
posting of interest earned on federal funds. Pertinent details include the Payee 
Account Number (PAN) if the payment originated from PMS, or Agency information, 
if the payment originated from ASAP, NSF or another federal agency payment 
system. The remittance must be submitted as follows: 
For ACH Returns: 
Routing Number: 051036706 
Account number: 303000 
Bank Name and Location: Credit Gateway—ACH Receiver St. Paul, MN 
For Fedwire Returns*: 
Routing Number: 021030004 
Account number: 75010501 
Bank Name and Location: Federal Reserve Bank Treas NYC/Funds Transfer 
Division New York, NY 
(* Please note organization initiating payment is likely to incur a charge from your 
Financial Institution for this type of payment) 
For International ACH Returns: 
Beneficiary Account: Federal Reserve Bank of New York/ITS (FRBNY/ITS) 
Bank: Citibank N.A. (New York) 
Swift Code: CITIUS33 
Account Number: 36838868 
Bank Address: 388 Greenwich Street, New York, NY 10013 USA 
Payment Details (Line 70): Agency Name (abbreviated when possible) and ALC 
Agency POC: Michelle Haney, (301) 492-5065 
For recipients that do not have electronic remittance capability, please make check** 
payable to: 
“The Department of Health and Human Services” 
Mail Check to Treasury approved lockbox: 
HHS Program Support Center 
P.O. Box 530231 
Atlanta, GA 30353-0231 
(** Please allow 4-6 weeks for processing of a payment by check to be applied to the 
appropriate PMS account) 
Any additional information/instructions may be found on the PMS Web site at 
http://www.dpm.psc.gov/ 
. 
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1. Verified last program year’s end of year expenditures to Final financial report.  

45 CFR Part 75.302 Financial management and standards for financial management systems 
(a) Each state must expend and account for the Federal award in accordance with state laws 

and procedures for expending and accounting for the state's own funds. In addition, the 
state's and the other non- Federal entity's financial management systems, including 
records documenting compliance with Federal statutes, regulations, and the terms and 
conditions of the Federal award, must be sufficient to permit the preparation of reports 
required by general and program-specific terms and conditions; and the tracing of funds 
to a level of expenditures adequate to establish that such funds have been used 
according to the Federal statutes, regulations, and the terms and conditions of the 
Federal award. See also §75.450. 

(b) The financial management system of each non-Federal entity must provide for the 
following (see also §§75.361, 75.362, 75.363, 75.364, and 75.365): 
(1) Identification, in its accounts, of all Federal awards received and expended and the 

Federal programs under which they were received. Federal program and Federal 
award identification must include, as applicable, the CFDA title and number, Federal 
award identification number and year, name of the HHS awarding agency, and name 
of the pass-through entity, if any. 

(2) Accurate, current, and complete disclosure of the financial results of each Federal 
award or program in accordance with the reporting requirements set forth in 
§§75.341 and 75.342. If an HHS awarding agency requires reporting on an accrual 
basis from a recipient that maintains its records on other than an accrual basis, the 
recipient must not be required to establish an accrual accounting system. This 
recipient may develop accrual data for its reports on the basis of an analysis of the 
documentation on hand. Similarly, a pass-through entity must not require a 
subrecipient to establish an accrual accounting system and must allow the 
subrecipient to develop accrual data for its reports on the basis of an analysis of the 
documentation on hand. 

(3) Records that identify adequately the source and application of funds for federally-
funded activities. These records must contain information pertaining to Federal 
awards, authorizations, obligations, unobligated balances, assets, expenditures, 
income and interest and be supported by source documentation. 

(4) Effective control over, and accountability for, all funds, property, and other assets. 
The non-Federal entity must adequately safeguard all assets and assure that they 
are used solely for authorized purposes. See §75.303. 

(5) Comparison of expenditures with budget amounts for each Federal award. 
(6) Written procedures to implement the requirements of §75.305. 

 Request prior year’s final approved claims. 
 Request a general ledger expenditure report to date for the prior program year.  

Example:  
For Non-Profit agencies, re-run general ledger for program year Mar 1st – Feb 28th. 
For School Districts or County Offices, re-run general ledger from start of program year to 
today’s date. 
Mar 1st – Today’s date  

 Verify that year to date expenditures equal, by category, to the final claims.  
 Repeat steps above for administrative costs. 
 If discrepancies are present, ask agency to research and provide justification and possible 

correction if needed. 
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(7) Written procedures for determining the allowability of costs in accordance with 
subpart E of this part and the terms and conditions of the Federal award. 
75.386 Post-closeout adjustments and continuing responsibilities. 

(a) The closeout of a Federal award does not affect any of the following: 
(1) The right of the HHS awarding agency or pass-through entity to disallow costs and 

recover funds on the basis of a later audit or other review. The HHS awarding 
agency or pass-through entity must make any cost disallowance determination and 
notify the non-Federal entity within the record retention period. 

(2) The obligation of the non-Federal entity to return any funds due as a result of later 
refunds, corrections, or other transactions including final indirect cost rate 
adjustments. 

(3) Audit requirements in subpart F of this part. 
(4) Property management and disposition requirements in §§75.317 through 75.323. 
(5) Records retention as required in §§75.361 through 75.365. 

(b) After closeout of the Federal award, a relationship created under the Federal award may 
be modified or ended in whole or in part with the consent of the HHS awarding agency or 
pass-through entity and the non-Federal entity, provided the responsibilities of the non-
Federal entity referred to in paragraph (a) of this section, including those for property 
management as applicable, are considered and provisions made for continuing 
responsibilities of the non-Federal entity, as appropriate. 
75.309 Period of performance and availability of funds. 

(b) A non-Federal entity must liquidate all obligations incurred under the award not later than 
90 days after the end of the funding period (or as specified in a program regulation) to 
coincide with the submission of the final Federal Financial Report (FFR). This deadline 
may be extended with prior written approval from the HHS awarding agency.  
Delegate Contract- Program Earnings 
OFFICE reserves the right to waive any reduction in earnings when unusual 
circumstances exist that prohibit SUBRECIPIENT from 1) serving the number of children 
required; 2) maintaining the required 85% ADA; 3) serving the number of children with 
disabilities required if below the Federal threshold; or 4) generating the required 
nonfederal share match. A waiver for items 1 and 2 listed above must be requested by 
SUBRECIPIENT in writing using OFFICE’s established procedure and submitted to 
OFFICE no later than 30 calendar days prior to the last effective date of this contract. A 
waiver for items 3 and 4 listed above must be requested by SUBRECIPIENT in writing 
using OFFICE’s established procedure and submitted to OFFICE no later than 90 
calendar days prior to the last effective date of this contract. The granting of such a 
waiver shall be at the sole discretion of OFFICE and may also be contingent upon 
approval by ACF. 

2. Verified administrative costs reported are accurate, current, and reasonable.  
Head Start Act Section 644 Administrative Requirements and Standards 
(b) Except as provided in subsection (f) of this section, no financial assistance shall be 

extended under this subchapter in any case in which the Secretary determines that the 

 Request agency’s approved administrative budget.  
 Request agency’s current claim with administrative cost backup.  
 Compare the administrative costs reported to the approved administrative budget to ensure 

all administrative costs are being captured and calculated at the correct admin rate. 
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costs of developing and administering a program assisted under this subchapter exceed 
15 percent of the total costs, including the required non-Federal contributions to such 
costs, of such program. The Secretary shall establish by regulation, criteria for 
determining 
(1) the costs of developing and administering such program; and 
(2) the total costs of such program. In any case in which the Secretary determines that 

the cost of administering such program does not exceed 15 percent of such total 
costs but is, in the judgment of the Secretary, excessive, the Secretary shall forthwith 
require the recipient of such financial assistance to take such steps prescribed by the 
Secretary as will eliminate such excessive administrative cost, including the sharing 
by one or more Head Start agencies of a common director and other administrative 
personnel. The Secretary may waive the limitation prescribed by this subsection for 
specific periods of time not to exceed 12 months whenever the Secretary determines 
that such a waiver is necessary in order to carry out the purposes of this subchapter. 
HS Program Performance Standards 1303.5 Limitations on development and 
administrative costs 

(a) Limitations.  
(1) Costs to develop and administer a program cannot be excessive or exceed 15 percent 
of the total approved program costs. Allowable costs to develop and administer a Head 
Start program cannot exceed 15 percent of the total approved program costs, which 
includes both federal costs and non-federal match, unless the responsible HHS official 
grants a waiver under paragraph (b) of this section that approves a higher percentage in 
order to carry out the purposes of the Act. 
(2) To assess total program costs and determine whether a grantee meets this 

requirement, the grantee must: 
(i) Determine the costs to develop and administer its program, including the local 

costs of necessary resources; 
(ii) Categorize total costs as development and administrative or program costs; 
(iii) Identify and allocate the portion of dual benefits costs that are for development 

and administration; 
(iv) Identify and allocate the portion of indirect costs that are for development and 

administration versus program costs; and, 
(v) Delineate all development and administrative costs in the grant application and 

calculate the percentage of total approved costs allocated to development and 
administration. 

(b) Waivers.  
(1) The responsible HHS official may grant a waiver for each budget period if a delay or 

disruption to program services is caused by circumstances beyond the agency’s 
control, or if an agency is unable to administer the program within the 15 percent 
limitation and if the agency can demonstrate efforts to reduce its development and 
administrative costs. 

(2) If at any time within the grant funding cycle, a grantee estimates development and 

 If admin rates differ, ensure rate being used is reasonable and justified. 
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administration costs will exceed 15 percent of total approved costs, it must submit a 
waiver request to the responsible HHS official that explains why costs exceed the 
limit, that indicates the time period the waiver will cover, and that describes what the 
grantee will do to reduce its development and administrative costs to comply with the 
15 percent limit after the waiver period. 

3. Verified Non Federal Share/Inkind costs are accurately stated on the most current 
financial report. 

45 CFR Part 75.306 Cost sharing or matching 
(b) For all Federal awards, any shared costs or matching funds and all contributions, 

including cash and third party in-kind contributions, must be accepted as part of the non-
Federal entity's cost sharing or matching when such contributions meet all of the following 
criteria: 
(1) Are verifiable from the non-Federal entity's records;  

 Review current Non-Federal Share Summary report and ensure the amount reported matches 
the backup documentation for that month given.  

 Verify Budget provided on the Non-Federal Share Summary report matches the most current 
approved budget on file.  

 Verify that there is a budget line for every Inkind item claimed.  

Monitoring Focus: Completeness of Fiscal Agency Backup Guidance 
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1. Agency has filed a waiver for the period under review.  
HS Program Performance Standards 1303.4 Federal financial assistance, non-federal match, 
and waiver requirements 
In accordance with section 640(b) of the Act, federal financial assistance to a grantee will not 
exceed 80 percent of the approved total program costs. A grantee must contribute 20 percent 
as non-federal match each budget period. The responsible HHS official may approve a waiver 
of all or a portion of the non-federal match requirement on the basis of the grantee’s written 
application submitted for the budget period and any supporting evidence the responsible HHS 
official requires. In deciding whether to grant a waiver, the responsible HHS official will 
consider the circumstances specified at section 640(b) of the Act and whether the grantee has 
made a reasonable effort to comply with the non-federal match requirement. 
Delegate Contract – Program Earnings 
OFFICE reserves the right to waive any reduction in earnings when unusual circumstances 
exist that prohibit SUBRECIPIENT from 1) serving the number of children required; 2) 
maintaining the required 85% ADA; 3) serving the number of children with disabilities required 
if below the Federal threshold; or 4) generating the required nonfederal share match. A waiver 
for items 1 and 2 listed above must be requested by SUBRECIPIENT in writing using 
OFFICE’s established procedure and submitted to OFFICE no later than 30 calendar days 
prior to the last effective date of this contract. A waiver for items 3 and 4 listed above must be 
requested by SUBRECIPIENT in writing using OFFICE’s established procedure and submitted 
to OFFICE no later than 90 calendar days prior to the last effective date of this contract. The 
granting of such a waiver shall be at the sole discretion of OFFICE and may also be contingent 
upon approval by ACF. 

 Request documentation of a Grantee approved waiver form and a fully executed contract 
amendment, if applicable.  

 Verify Non-Federal Share Waiver was filed timely with Grantee as per Agency Contract. 
 Request documentation of an approved budget revision decreasing the Non-Federal Share 

requirement.  
 

2. Does the agency have procedures in place to ensure the non-federal share claimed for 
Head Start grant has not already been counted as match or in-kind by another Federal 
award? 

 Request agency’s Non-Federal Share procedures. 
 Verify that agency is following its own procedures. 
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45 CFR Part 75.306 Cost sharing or matching. 
(b) For all Federal awards, any shared costs or matching funds and all contributions, 

including cash and third party in-kind contributions, must be accepted as part of the non-
Federal entity's cost sharing or matching when such contributions meet all of the following 
criteria: 
(2) Are not included as contributions for any other Federal award;  

3. For volunteer services, is the rate consistent with those rates paid for similar services 
in the agency (including fringe benefits) or for services not found within the agency, 
consistent with rates paid for similar services in the local labor market?  
45 CFR Part 75.306 Cost sharing or matching 
(e) Volunteer services furnished by third-party professional and technical personnel, 

consultants, and other skilled and unskilled labor may be counted as cost sharing or 
matching if the service is an integral and necessary part of an approved project or 
program. Rates for third-party volunteer services must be consistent with those paid for 
similar work by the non-Federal entity. In those instances in which the required skills are 
not found in the non-Federal entity, rates must be consistent with those paid for similar 
work in the labor market in which the non-Federal entity competes for the kind of services 
involved. In either case, paid fringe benefits that are reasonable, necessary, allocable, 
and otherwise allowable may be included in the valuation. 

For volunteer services consistent with similar services in the agency: 
 Request the volunteer services rate justification (Note: This is initially developed during 

refunding).  
 Verify the rate provided matches the current salary schedule and current fringe rates and 

benefits.  
 
For volunteer services not found within the agency: 

 Request explanation on how rate was determined. 
 Verify rate provided is reasonable.  

 


