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FISCAL NON‐PAYROLL TRANSACTION GUIDANCE 

Monitoring Focus: Completeness of Non-Payroll Transaction Documentation Guidance: 
1. There is a complete requisition and/or purchase order present, if applicable. 

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. 

(h) The non-Federal entity must award contracts only to responsible contractors possessing 
the ability to perform successfully under the terms and conditions of a proposed 
procurement. Consideration will be given to such matters as contractor integrity, 
compliance with public policy, record of past performance, and financial and technical 
resources. See also §75.213. 

(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. 

 Request agency’s procurement procedures and determine when requisitions and/or 
purchase orders are required. 

 Verify the following items are present on the requisition and/or purchase order: 
- Date Initiated (ensure this is prior to items being ordered, received or paid for) 
- Vendor Name 
- Item Description (with Quantity) 
- Item Cost 
- Program(s) charged 
- Signature(s) Approval (this should match agency’s procedure) 
- Proof or notation of obligation with vendor 
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(I) The type of procuring instruments used must be determined by the recipient but shall be 

appropriate for the particular procurement and for promoting the best interest of the 
program or project involved. 

2. The purchase of the product or services was obligated with the vendor within program 
regulation timelines. 
75.309   Period of performance and availability of funds. 
(a) A non-Federal entity may charge to the Federal award only allowable costs incurred 

during the period of performance (except as described in §75.461) and any costs 
incurred before the HHS awarding agency or pass-through entity made the Federal 
award that were authorized by the Federal awarding agency or pass-through entity. 
Funds available to pay allowable costs during the period of performance include both 
Federal funds awarded and carryover balances. 

 

 Verify the agency obligated the purchase on or before the last day of the program year. 
Check for the following proof: 

- Fax dates 
- Emails 
- Written notations with initials and dates 

 
If the obligation is for: The obligation is made: 
Services by an employee of the 
agency 

On the date the services are performed 

Services by a contractor On the date the agency makes a binding written commitment to 
obtain the services or work; or  
On the date the services are received, if there is not an advance 
written commitment to obtain the services 

Public utility services On the date the agency receives the services 
Travel On the date the travel is taken 
Acquisition of real property On the date the agency makes a binding written commitment to 

acquire the property; or  
On the date the property is received, if there is not an advance 
written commitment to obtain the property 

Rental of real or personal 
property 

When the agency uses the property 

Acquisition of supplies, 
equipment, or other personal 
property 

On the date the grantee orders from the vendor; or 
On the date the grantee makes a binding written commitment for 
the property 

Pre-agreement (i.e., pre-award) 
costs that were properly 
approved under the cost 
principles 

On the first day of the effective date of the grant/sub-grant award 
period 

Audit Services In the period the audit is conducted 
 

3. Product or service purchased is an allowable cost as per the program regulations. 
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: 
(a) Be necessary and reasonable for the performance of the Federal award and be allocable 

thereto under these principles. 
(b) Conform to any limitations or exclusions set forth in these principles or in the Federal 

award as to types or amount of cost items. 
(c) Be consistent with policies and procedures that apply uniformly to both federally-financed 

and other activities of the non-Federal entity. 
(d) Be accorded consistent treatment. A cost may not be assigned to a Federal award as a 

direct cost if any other cost incurred for the same purpose in like circumstances has been 
allocated to the Federal award as an indirect cost. 

 Verify product or service is an allowable program cost as per the Federal regulations.  
 Verify the purchase order and/or invoice includes enough information to determine whether 

the cost is allowable. 
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(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. 

(f) Not be included as a cost or used to meet cost sharing or matching requirements of any 
other federally-financed program in either the current or a prior period. See also 
§75.306(b). 

(g) Be adequately documented. See also §§75.300 through 75.309. 
 

Also see General Provisions for Selected Items of Cost 45 CFR 75.420 - 75.475 
4. Product or service purchased is necessary for program operations.  

45 CFR Part 75.327 General procurement standards. 
(f) The non-Federal entity is encouraged to use Federal excess and surplus property in lieu 

of purchasing new equipment and property whenever such use is feasible and reduces 
project costs. 
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: 
(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. 

 Verify product or service is a necessary cost for the program to operate as per the Federal 
regulations.  

 Verify the purchase order and/or invoice includes enough information to determine whether 
the cost is necessary. 

5. Pricing for the product or service purchased is reasonable.  
45 CFR Part 75.327 General procurement standards. 
(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. 

(e) To foster greater economy and efficiency, and in accordance with efforts to promote cost-
effective use of shared services across the Federal Government, the non-Federal entity 
is encouraged to enter into state and local intergovernmental agreements or inter-entity 
agreements where appropriate for procurement or use of common or shared goods and 
services. 
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 product or service is a reasonable cost for the program as per the Federal 
regulations.  

 Verify the purchase order and/or invoice includes enough information to determine whether 
the cost is reasonable. 
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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) (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. 

6. Transaction is properly allocated using the agency’s cost allocation plan.  
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 

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. 

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 

 Verify product or service cost is allocated proper to programs receiving benefit as per the 
Federal regulations. 

 Verify the purchase order and/or invoice includes enough information to determine whether 
the cost is allocable. 
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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. 

7. Transaction includes all signature approvals as per agency’s written procedures.  
45 CFR Part 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. 

75.403(e) 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. 

 Request agency’s procedures on authorized signatures to determine who’s signatures are 
required and when. (i.e. agency thresholds) 

 Verify the approvals of the documents supporting this transaction are consistent with the 
approval process described in the agency’s fiscal policies and procedures. 

 Determine the approver is someone other than the person placing or requesting the order. 
 

8. Transaction includes required quotes and/or bids as per agency’s written procedures.  
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 

 Request agency’s procurement procedures to determine when quotes and bids are 
required. Ensure the procedures adhere to State and Federal regulations. 

 Verify the following quote or bid documentation is present: 
- Quotes or bids are present when required by agency’s procedures 
- Agency documented the basis for contractor selection and for award costs or price for 

bids and quotes that were not the lowest 
- Review the evidence, if agency accepted a bid or offer from an employee, officer, or 

agent of the agency (immediate family member, partner, employer) 
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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 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: 
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(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. 
9. Cost is supported by a complete and current contract, if applicable.   

45 CFR Part 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. 

(4) Overpayments. Excess amounts paid in the aggregate by the Federal Government 

 Request agency’s procurement procedures to determine when contracts are required. 
Ensure the procedures adhere to State and Federal regulations. 

 Verify the agency maintained complete contract including following: 
- Current (dates cover current period, contract has not expired, timelines are included) 
- Fully executed with all proper signatures 
- Clear description of services to be provided 
- Rate of compensation 
- Provisions for Termination 
- Required contract Provisions as per 45 CFR Appendix II Part 75 
- Performance and Financial expectations for the parties involved 
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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. 

Appendix II to Part 75—Contract Provisions for Non-Federal Entity Contracts Under 
Federal Awards  
In addition to other provisions required by the HHS agency or non-Federal entity, all 
contracts made by the non-Federal entity under the Federal award must contain provisions 
covering the following, as applicable. 

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

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

C. Equal Employment Opportunity. Except as otherwise provided under 41 
CFR part 60, all contracts that meet the definition of “federally assisted 
construction contract” in 41 CFR part 60-1.3 must include the equal 
opportunity clause provided under 41 CFR 60-1.4(b), in accordance with 
Executive Order 11246, Equal Employment Opportunity (30 FR 12319, 
12935, 3 CFR 1964-1965 Comp., p. 339) as amended by Executive 
Order 11375 amending Executive Order 11246 Relating to Equal 
Employment Opportunity, and implementing regulations at 41 CFR part 
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60. 

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

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

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

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

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

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

J. See §75.331 Procurement of recovered materials. 
10. Invoice was processed for payment after receiving the receipt or acceptance of the 

goods or services.  
45 CFR Part 75.327 General procurement standards. 
(b) Non-Federal entities must maintain oversight to ensure that contractors perform in 

accordance with the terms, conditions, and specifications of their contracts or purchase 
orders. 
45 CFR Part 75.419 – See full regulation on #9 above.  

 Verify that the goods or services were received (with agency documented notation) prior to 
payment being made to vendor. 



FISCAL NON‐PAYROLL TRANSACTION GUIDANCE 

Page 11 of 15 

Monitoring Focus: Completeness of Non-Payroll Transaction Documentation Guidance: 
11. Invoice was paid within 30 days of receipt or within invoice’s due date.  

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.  

 Verify agency is paid invoices within 30 days of receipt.  
 If invoices were paid later than 30 days, request justification as to why payment was paid 

late. The following are examples of reasonable justifications for late payments: 
- Goods and/or services were not received 
- Invoices includes discrepancies on pricing/goods/service (verify if follow-up occurred 
timely)  

12. Renovation or repair transaction in excess of $2,000 included required Davis Bacon 
Act language in the vendor contract.   
45 CFR Appendix II to Part 75—Contract Provisions for Non-Federal Entity Contracts Under 
Federal Awards 

D. Davis-Bacon Act, as amended (40 U.S.C. 3141-3148). When required by 
Federal program legislation, all prime construction contracts in excess of 
$2,000 awarded by non-Federal entities must include a provision for 
compliance with the Davis-Bacon Act (40 U.S.C. 3141-3144, and 3146-
3148) as supplemented by Department of Labor regulations (29 CFR part 
5). In accordance with the statute, contractors must be required to pay 
wages to laborers and mechanics at a rate not less than the prevailing 
wages specified in a wage determination made by the Secretary of 
Labor. In addition, contractors must be required to pay wages not less 
than once a week. The non-Federal entity must place a copy of the 
current prevailing wage determination issued by the Department of Labor 
in each solicitation. The decision to award a contract or subcontract must 
be conditioned upon the acceptance of the wage determination. The non-
Federal entity must report all suspected or reported violations to the 
Federal awarding agency. The contracts must also include a provision for 
compliance with the Copeland “Anti-Kickback” Act (40 U.S.C. 3145), as 
supplemented by Department of Labor regulations (29 CFR part 3). The 
Act provides that each contractor or subrecipient must be prohibited from 
inducing, by any means, any person employed in the construction, 
completion, or repair of public work, to give up any part of the 
compensation to which he or she is otherwise entitled. The non-Federal 
entity must report all suspected or reported violations to the Federal 
awarding agency. 
1303.11 Limitations and prohibitions. 

An agency must adhere to sections 644(e), 644(g)(3), 653, 654, 655, 656, and 657A of the 
Act. These sections pertain to union organizing, the Davis-Bacon Act, limitations on 
compensation, nondiscrimination, unlawful activities, political activities, and obtaining 
parental consent. 
Head Start Act - Sec. 644 Administrative Requirements and Standards 
(g) (3)   All laborers and mechanics employed by contractors or subcontractors in the 

construction or renovation of facilities to be used to carry out Head Start programs 
shall be paid wages at not less than those prevailing on similar construction in the 
locality, as determined by the Secretary of Labor in accordance with the Act of 
March 3, 1931, as amended (40 U.S.C. 276a et seq., commonly known as the 

 This applies if a repair or renovation meets or exceeds the cost of $2,000. 
 The exception is this does not apply if the owner of the business (providing the service) 

solely performs the work.  
 Verify vendor contract includes Davis Bacon language.  

- This is should specify that the vendor agrees to pay its employee prevailing wages. 
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"Davis-Bacon Act"). 

13. Renovation or repair transaction in excess of $2,000 included verification of prevailing 
wages submitted by the vendor/contractor.  
45 CFR Appendix II to Part 75—Contract Provisions for Non-Federal Entity Contracts Under 
Federal Awards – See Regulations in #12 above. 
1303.11 Limitations and prohibitions - See Regulations in #12 above. 
Head Start Act - Sec. 644 Administrative Requirements and Standards – See Regulations in 
#12 above. 

 This applies if a repair or renovation meets or exceeds the cost of $2,000. 
 If the agency is a school district or county office, and the renovation or repair is over 

$25,000 for new construction, alteration, installation, demolition or repair or $15,000 for 
maintenance, request the DIR application number. This can be used as sufficient 
verification that the agency did their due diligence. If the repair or maintenance is under the 
thresholds listed above request Certified payroll verification documentation. 

 If the agency is a non-profit, request Certified payroll verification documentation. 
14. Equipment, Renovation, Repair, or Facility purchase includes proper Federal or 

Grantee approval, as required.  
Definition of Capital Expenditure means expenditures to acquire capital assets or 
expenditures to make additions, improvements, modifications, replacements, 
rearrangements, reinstallations, renovations, or alterations to capital assets that materially 
increase their value or useful life. 
Part 75.439 Equipment and other capital expenditures. 
(a) See §75.2 for the definitions of Capital expenditures, Equipment, Special purpose 

equipment, General purpose equipment, Acquisition cost, and Capital assets. 
(b) The following rules of allowability must apply to equipment and other capital 

expenditures: 
(1) Capital expenditures for general purpose equipment, buildings, and land are 

unallowable as direct charges, except with the prior written approval of the HHS 
awarding agency or pass-through entity. 

(2) Capital expenditures for special purpose equipment are allowable as direct costs, 
provided that items with a unit cost of $5,000 or more have the prior written 
approval of the HHS awarding agency or pass-through entity. 

(3) Capital expenditures for improvements to land, buildings, or equipment which 
materially increase their value or useful life are unallowable as a direct cost except 
with the prior written approval of the HHS awarding agency, or pass-through entity. 
See §75.436 for rules on the allowability of depreciation on buildings, capital 
improvements, and equipment. See also §75.465. 

(4) When approved as a direct charge pursuant to paragraphs (b)(1) through (3) of this 
section, capital expenditures will be charged in the period in which the expenditure 
is incurred, or as otherwise determined appropriate and negotiated with the HHS 
awarding agency. 

(5) The unamortized portion of any equipment written off as a result of a change in 
capitalization levels may be recovered by continuing to claim the otherwise 
allowable depreciation on the equipment, or by amortizing the amount to be written 
off over a period of years negotiated with the Federal cognizant agency for indirect 
cost. 

(6) Cost of equipment disposal. If the non-Federal entity is instructed by the HHS 
awarding agency to otherwise dispose of or transfer the equipment the costs of 
such disposal or transfer are allowable. 

(7) (7) Equipment and other capital expenditures are unallowable as indirect costs. 
See §75.436. 

 Pull all transactions for equipment > $5,000, major renovation/repairs > $250,000, and new 
construction purchases 

 If agency is a delegate, verify that they have on file Grantee approval for the following:  
- Any equipment that’s cost meets or exceeds $5,000 
- Any major renovation or repair exceeding $250,000 
- New construction of a facility 

 If agency is the Grantee, verify that they have on file Federal approval for the following: 
- Any equipment that’s cost meets or exceeds $5,000 
- Any major renovation or repair exceeding $250,000 
- New construction of a facility 
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15. Equipment or facility purchase, can be found on the inventory list. 

75.320  
(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 
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. 

 Pull all transactions for equipment > $5,000. 
 Verify that all pieces of equipment > $5,000 purchased in the period being reviewed can be 

found on the latest inventory list/report.  

16. Transaction was fully liquidated within the required contracted time. 
45 CFR Part 75.309 (b) 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. 
Also see Delegate Contract with a requirement of 45 days after the end of the funding 
period. Extension documentation, if applicable. 

 Review transactions posted one month prior to the program ending and up to three months 
after the program ended. 

Liquidation  
Requirements 

Goods/Services Must be 
Received 

Full Payment Processed to Vendor 

Federal    
Delegate 
 

45 days after program ends 45 days after program ends 

Grantee  90 days after program ends 90 days after program ends 
State   
Subrecipient  Last day of program year 45 days after program ends 
Grantee Last day of program year February 13th 

 

17. Transaction is posted to the correct account, including but not limited to the correct 
program year.  
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 (see also §§75.361, 75.362, 75.363, 75.364, and 75.365): 
(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 sub 
recipient 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. 

 Review the agency’s account code structure to ensure costs are posted correctly. (i.e. if 
4XXX’s are Supplies the supplies transactions you review should be posted in a 4XXX 
account) 

 For School Districts and County Offices (except the Grantee), confirm that Head Start funds 
are posted in a 9XXX resource code. (This must be in place by 2018-19 program year) 

 Confirm that the expense is posted in the proper program year. This would be the program 
year the item was obligated. 

 For any transaction that is posted incorrectly and before marking the section out of 
compliance, verify with staff that a correction has not already been made.   



FISCAL NON‐PAYROLL TRANSACTION GUIDANCE 

Page 14 of 15 

Monitoring Focus: Completeness of Non-Payroll Transaction Documentation Guidance: 
18. Verified correct posting and clearing of transaction through current bank statement.  

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. 

 Verify through the bank statement for the month the transaction occurred that the 
transaction posted the following should be confirmed:  

- The payee in the bank statement should match the vendor name in the general ledger 
- The amount in the bank statement should match the amount in the general ledger 
 Verify on recent bank statements that the check cleared and that the cleared check image 

(including payee name and amount) matches the general ledger. 
 Verify the cleared check has all required signatures present per agency’s written procedure. 

Construction/Major Renovation (only complete if applicable transaction) 
 

19. Contract includes all required clauses.  
45 CFR Part 75.327 (g),(k) General procurement standards. 
(g) The non-Federal entity is encouraged to use value engineering clauses in contracts for 

construction projects of sufficient size to offer reasonable opportunities for cost 
reductions. Value engineering is a systematic and creative analysis of each contract 
item or task to ensure that its essential function is provided at the overall lower cost. 

(k) The non-Federal entity alone must be responsible, in accordance with good 
administrative practice and sound business judgment, for the settlement of all 
contractual and administrative issues arising out of procurements. These issues include, 
but are not limited to, source evaluation, protests, disputes, and claims. These 
standards do not relieve the non-Federal entity of any contractual responsibilities under 
its contracts. The HHS awarding agency will not substitute its judgment for that of the 
non-Federal entity unless the matter is primarily a Federal concern. Violations of law will 
be referred to the local, tribal, state, or Federal authority having proper jurisdiction. 

 

 Review all Construction or Major Renovation/Repair Contracts and confirm that all required 
clauses are present in the contract. 

20. Documentation of Bid process is present in contract backup.  
45 CFR Part 75.327 (i),(j),(l) 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. 

(h) (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. 
(2) Since this formula generates an open-ended contract price, a time-and-materials 

contract provides no positive profit incentive to the contractor for cost control or 
labor efficiency. Therefore, each contract must set a ceiling price that the 
contractor exceeds at its own risk. Further, the non-Federal entity awarding such a 
contract must assert a high degree of oversight in order to obtain reasonable 

 Confirm all Bid documentation is present in the transaction backup documentation for all 
Construction or Major Renovation/Repair transactions. 
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assurance that the contractor is using efficient methods and effective cost controls. 

(I) The type of procuring instruments used must be determined by the recipient but shall be 
appropriate for the particular procurement and for promoting the best interest of the 
program or project involved. 

 


