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1-44-40 {Contlnued)
D.  Prior Approval Requirements:
1. Reciplents are required to anticipate the full extent of their alteration and renovation needs,

and to describe, justify in terms of essentiality, and budget for those costs in the Initial
appllcation. Accordingly, approval of a budget prior to award of a grant or cooperative
agresment will constitute prior approval of alteration and renovation costs that are incurred
as anticipated. . howaver, an unanticipated need for additional alteration and rencvation
arises subseguent 1o the award of the grant or cooperative agreerment, recipients shali ba
required (o submit the request for O5M approval,

2. Should any quastion arise concerning tha application of criteria in paragraphs A or C above,
the recipient is to seek clarification from OSM.

E. ihventory Redulrements:

1. Each separate building alteratlon and renovatlon that excesrds a total cost of $1,000 shall
be invertoriad and reported to OSM.

2. The reciplent shall account for modifications at the explration of a grant or cooperative
agreament. (See section 1-44-40F and Chapter 1-40].

a, Retained propeftles/modlfications shall be carrled forward to subsequent grants or
cooperative agreemeants.

F. Disposal of Modified Fropertles. When assets acquired with ©3M grant funds are sold, no longer
avallable for use In & federally-sponsored program or used for purposes not authorized by OSM,
OSM's equity in the asset will be refunded in the same propontion as Federal partlcipation in its
cost. in case any assets are traded on new items, only the net cost of the newly-acquired assets
is allowable.

1-44-50 ALLOWABLE COSTS

A, Alteratlon and renovation costs charged to grants or cooparativa agreements shall be limited 1o the
costs of modifying existing space and utlitfes within a2 completed and finished structure. The cost
of adapting any of the following building features to the needs of the grant or cooperative
agreement supparted activity are aliowable:
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1-44-50 {Continued)

1. Physlcal characterlstles - intetior dimensions, sutfaces, furnishings, and finishes.
2. Environment - temperature, humlidity, ventilation, acoustics.
3 Utility Services - plumbing, electricity, gas, vaculm.

B. The following costs are not allowable as alteration and renavation of facfities:

1, New construction.
2 Ralocation of exterior walls, roofs, or floars.
3. Inztallation of utilitles, furnishings, or finishes in an unfinished shell space as to make it

suitable for human occupancy. This limltation does not preclude modifying such space to
fnaka It suitable for purposes other than human occupaney, for example, the storage of
survey equipment.

4. Routine maintenance and repair of the institution’s physical plant or equipment.

C. Costs of installing equipment may be listed as sither equipment costs or alteration and renovation
costs. These inciude the temporary removal and replacement of wall sections, door frames, slc.,
in order to place equipment (n ts permanent location, The costs of connecting ulility linas,
replacing finishes and furnishings, and installing any accessory devices required for the equipment’s
proper and safe utilization may be considered either equipment costs or alteration and rencvation
costs. Structural changes fe.q., permanent relocation of a partition as oppased to its temporaty
remgval and replacement) must be shown as alteration and renovation costs.

1-44-60 COST AMALYSES

A, Gengral_requiraments for analysis. The analysis of modifications, versus lease or purchase (see
Exhibits X1-44-1 through 4 far an example) should be basad on the following guldelines:

1. All economic costs incurred as a result of modification of property must be inchuded
whather ar not actually paid. Such costs not generally involving a direct payment include
imputed increased market valuas of public property, State and local propenty taxes, and
imputed insurance premiums.
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1-44-60A (Continued)

2.

The costs that wil occur In each year of'the period of analysis must be estimated in
constant dollars (i.e., effects of inflation excluded) in terms of the general price level at the
time of modification.

Alternatives will be compared on the basis of the expected time peérlod of stable program
use of the property. If such period is greater than the contract term permitted under
authority for long-term leasing. the analysis should assume ranewal of the leass at tha last
constant dollar payment.

Caost projections may be changed over the period of analysis to reflect onty real changes
in costs due to changes in amounts of services or thair ;ﬁricas refative 1o the general prica
level-for example, an increase in amount of repalr and Improvements at prices in effect at
the beginning of the parind of analysls or an Increase in the relative price of these services.

The present values of alternative cost projections aver the relevant time petiod will be the
basis for datarmining the most economic choice,

The discount rate policy to be applied to cost projections to determine present value Is
specified in OMB Circular A-94. Tha rate represents an estimate of the internal rate of
return on general purpose real property leasad from the private sector, exclusive of propenty
tawes and expected inflation. The OMB periodically reviews thls discount rate estimata
based upon the above criteria and revises the rate as necessary.

B. Costs to be Included. Constant dollar cost projections wil include the following, adjusted as
hecessary to insure valid comparlsans:

1.

Aiteration /rengvgtion alternativa.

& Furchase/lease/rertal cost (as appropriate), {if the facllity ls State owned and
rented to the reciplent, rental cost will be used);

b. Alteration/renovation costs (Include all construction, installation, site, design,
management, and cther costs associated with the modifications of the asset and
its preparatlon for usa);

C Repair and improvement {after alteration /renavatlon);

d. Operation and maintenance (after alteration/renovation):
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1-44-508.1 {Continued)

& Imputed property taxes (after purchase, alteratlon and renovationy;
I Imputed insurance premiums {after purchase, altération and renowvation); and
0. Cost offset (after purchase, alteration and rengvation): resldual value at end of
period.
2. Purchage alternative
a. Purchase costs {Inciude all construction, installation, slte, design, management, and

other costs assoclated with the acquisltion of the asset and Its preparation for use);

b. Repair and improvement;

o3 Operation and maintenance,

d. Imputed property taxes;

g, Imputed insurance premiums; and

F Cost offset: residual value at and of period.
a lLeasa alternative

&. Lease payments;

b, Repair and improverment (if not included In lease payments); and

. Qperation and maintenance {If not Included in lease payments).
4, Lease-plrch of purchass-contr lternative.

a Lease payments;

k. fepair and impravement {after purchase or if not included in lease payments pricr

1o purchase);

e Operation and maintenance (after purchase or if not included in payments prior to
purchase).
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1-44-80B.4 {Continued)
d. Purchase costs {when acgulred) less applicable credit for previcus payments;
e Imputed property taxes (after purchase or # not included In payments grior to
purchase);
f. Imputed insurance premiums {aftar purchase); and
g. Cost offset {after purchase}: resldual valua at end of period.

c. Costs that may be gxcluded. Some costs may be excluded from each of the alternative cosl
prajections if they are estimated to be the same for ail alternatives or too small to affect the
economic cholce among the altematives under consideration; for example, such conditions may
exist for:

1. Hepair and improvement costs;
2. Cpearation and malntenance costs;
3 Fropary taxes; and
4, Insurance premiyms.
D. Egtimating_certain costs. Potential problams of estimating cartain costs should be resolved as

follows:

1. Purchase ¢osts. Datermine market value for property that is already owned, donated, or
acquired by condemnation,

2. Imputed property taxes.

a Determing the property tax rate for comparable property In the intendead locatity.
If thara is no basis by which to estimate future changes in 1ax rates and assessed
{taxable) value, the first-year rate and assessed value can be applied to all years.

k. Multiply the assessad value by the tax rate to determine the annual charge.

c. As an alternative to the procedure of section D.2.a and b above, obtain an estimate
of the local effective property taxes from the Bullding Owners and Managers
Assaclation's Regional Exchange Reportg. If there is no basis for estimating futlive

property taxes, the first-year rate can be appllad to all years.
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a

E. Present val

1.

Imputed insurange premiyms. Determine local estimates of standard, commercial coverage

for like property from the Bullding Owners and Managers Assoclation's Regional Exchange
Reports.

Annual lease payments.

Determine annual lease payments for comparaide property and terms of lease in
the intended Iocalify at the time of proposed acquisition,

When estimates of lease payments are based on actual lease contracts on
comparable property, they should be adjusted to exclude the expected inflation for
the period to first renewal, as deseribed in Exhibit X1-44-1,

Cost offset: tesidual valus at end of period.

da.

The objective |5 to predict the markst value of the property at the end of the time
perlod under conslderation, excluding inflation,

Residual values of property are determined by applying a method that best
approximates the historically observed changes in market values experienced. The
residual value of the property |s obtained by adding the results of a decrease int the
constant dallar market value of the building and an Increase in the constant dollar
market value of the site. To approximate the residual value of the building, a decay
and obsolescence rate of 1.7 percent should be applied to sach year's remaining
censtant dollar maiket value. To approximate the residual value of the site, the
constant dollar market value should be increased by 1.5 percent each year. To
assist in calculation, Exhibit X1-44-2 contains building decay and obsolescence
factors of 1.7 percent and slte appreciation factors of 1.5 percent compounded for
each of the years 1 to 30

Whenever possible, the residual value of the property should be adjusted to
incorporate the current market valya for comparable property in simitar localas for
similar commercial property whose age Is approximately squal to the period of
analysis.

culations and format for comparlsons.

Calculation of present values of the alternative cost projections will be perfarmed in
accordance with astablished discounting procedures, using either continuous ar end-of-year
discount factors,
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2, Exhibit X1-44-3 lllustrates the method to be used in developing the present value
COMparisons,
3. Exhibit X1-44-4 iilustrates the required format for the comparative analysis of lease-or-

purchase altemnatives presented in prospectuses, proposed |egislation, burget justifications,
ar other proposals for submigsion to OMB. All assumptions and basic cost data must be
expliclly provided In the matarials presented.

4. Exhibit X1-44-5 presents various present values of $1 {i.e., discount rates} to be used as
neaded.
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ORESENT VALLUE (DNSTANT DOLLAR AWML PAYMENT CALGLRTIONS

Te d:lturMne the prasent value sonstent doller annual peyments, whers, fot
sxample,

the date of Llnitisl wequisition/modification is Janary 1972;

the indtial perioc of level payments = i 20 yeals;

the annual paymert S5 $1,128 000 for 250,000 net sguare feel) e
the payments wbd SAZA 3t the e of TR yRaT,

caloulate the nverage arvusl rate of inflatlon during the pPust A yEATS,

The sverage inflation rate is found by (1} diviging the corsumer prlce incex
at the beglmming of the contract perlod (See the Economic fepert af tre
Presigent, Fetrualy 1972, Taple Ba4S, p. Z47 for consumer price 1ndexes.) Gy
the Corsomer price index n years sge, and (2] comparing this result to the
compourt rterest factors Tor h oyesrs. Im this exzemple, the consumer price
Index for 1971, 121.3 Is divided by the consumer prics lnoex for 1351, 77.8
yielding 1.56. Accotding to compound Interest tebies, the rate ohlch oale
yleld 1.56 in 20 years is spproxisately 2.2 peooent.

Ther, woply the cetermined constant cullar price deflater to eacn aremal
paymen:.

In tnis erample, eech snfual current dollar payment aof 51,126,000 mast be
multiplled by the sopropriate constant doller price cefletor at 2.2% per yesr.

Firmaily, multiply wach gonstant doliar arewsl paymemt by the asorosriate 7
percent presant val.e alseoont Tactor,

Comstant X present
Current doller price Comstant valoe

fuilar deflator gollar discant Present

Year payment [ By - payment ructor vAlE
1 1,128,000 975 1,103,184 .-l 1,031,477
2 957 1,079,495 A7 $al, a0
3 937 1,088 9% Bl6 B52 860
4 717 3,0k, 378 LTER TR, 22T
5 LB97 1,811,818 . 713 T21,42%
& .B7B 990, 304 . BE& £35, 396
7 LA5F 8,752 523 &03, 857
B Aa0 947,520 582 SEL, 457
] v §27,216 LT 804, a6
10 1 90,912 -EOE as0,711
11 S4BT B2y, 136 ATE 421,678
12 T a&m, %0 T Y b5, gal
13 Y58 B30, 32 JALE X532, 962
la Mk 7 831,33 -5am 322,55
13 JH2 Bla, &alé . ¥ pu m19
1& « 708 95,38 .35 289,965
17 651 775,448 N7 747,085
18 AT T2, 5% 298 223,708
19 LBEL Th 5,508 272 5,533
Z0 1,128,009 E47 729, BLE 258 lam, 29%

10,55, 58
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ILDING DECAY=-DBSO EGCEWCE AHD SITE WRECTAT IOM

Period Builaing Eite
af Decay=Dbralmacence Agprecistion
Anplyile Factors Factors*
1 0. #4300 l.o01500
Z 0.96625 103023
3 0. Fa98s 1.0a%68
a 0.9337] 1.061%&
3 0.5176 1.07728
[ 0. #0224 10904
7 0. BRswD 1.lo984
5 0. 7182 1.1754%
9 D.a5To0 1.)833%
1o 0. 84242 1.16052
1 0. 82811 1.17795
12 Q. Rla0> 1.19582
13 0.500 % 1.21355
14 0.7BEES 1.2317¢
15 0. 77322 1.25022
15 0, 76007 L1.26B55
17 0.7ams 1.28802
le 0. TS 1.3073
15 0. 7A87 1,32855
20 0. T08ES 1. hagie
2l 0. 65763 1. 36706
22 D.&B5T7 1,38754
23 D.67all 1.4083%
24 0. &EZ65 1.42950
25 0. £513% 1, 40085
26 044070 1.4727]1
27 0.52943 1.a9a80
28 0.51873 1. 51722
29 0. 608 1,529
n 0.55787 13638

*The Taciors presentsd im the table sbove impliclitly
assute Endeof=year bulloing decey-obsslescerce and slte
Eesleilon changes.
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PRESEWT YALLE PURCHASE [DST CALOLRTIONS
Year Constant Dollars Present valok
{in thousards} fin thousends)
Reon i1 Reoalr
Improve- arg ks | Improyw— and
ments, laprove- Property Aesicomel dlscount myrti, Ilmprove- Properiy Resloual
1) ted/ ment taxes value _factor sit ment _tazes _valus
0 11,850 - - 1.000 11,850
i L L] 200 30 A5 187
2 1] rine 873 L ¥y 175
¥ 1.} 200 L0148 bl 163
a 43 200 L TEY 7 152
5 ABE oL $T13 L1 143
& an 200 « E58 3 133
1 . 10| 200 A3 0 125
& an 200 5Bz &? 118
2 BD i a Sad &4 109
10 80 £00 .08 al 102
il laa 200 JATE &3 9%
12 laa 200 Lok Ea B3
13 134 00 Jal% &0 ax
14 lea 200 1 L1 7B
1% lsa 200 362 52 12
14 14 200 JIF 4% &B
17 las pan g 317 s £3
18 laa 200 s a3 59
19 144 200 277 a 25
Z0 laa 200 9, 298/ , 253 3 52 2,372
Total
Presant 11,830 547 2,120 .92
Value

3/ For simplicity {mgrovemests (design end corstruction) costs of K10, 500,000 ard site cots
of $1,3%0,000 are wssumed [0 De pald at the start of year 1. R11 other cosiz shoen
Asdume Daymert st the end of the yest speelfled,

T™his figure rwpresents the remalnlng value of the bullding ehich de=ilres at 1.7 percent
pur ywar [$7,%52,000) and the remaining valoe of the site wnich sporeclates at 1.3
percent per year (§),E18,000).

4
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pETETION &
to be icemtical for all four aquisltion weifods.
pmitted in thie comparison,

=+ annual lesse paymerts In constant dollsrs ste ealculmted,

2 352

—r
L

TALOLeraCE COBLE 81 baorme by the recipient and are pxsumed
Tharsfore,
mputed Insutynce premiums are estimated to
be rwgliginle relative to other costs and therefore caltted.

they ar=

Then, wach

pomstant dollal lease payment 1s dlscountsd at 7 percent (See Exnibit

Wlabddml] ,

payments in constant nollars are calouietsd,

st Anrpenl lesse=purchase [oF purthass—sentract) payments of 51,490 = purchase
of $21,000 (15 ysars sruml payments) bess credit of §14,000.
Thern sach comstant doller

Trat arrial

payment is discountad at 7 percent {technigue iy gown in Exhlbit Xl=diel).

EXHIBIT 1-44-4
PAGE 12
PRESENT Wiy UE {OST SUMMARIES FUR
AL
Item 20 yenrs; 7%
ALTERAT JOM AREMDVAT IO : &
Mﬂ“nti-ci-'- huuﬂquu:lm.l:tl.lﬂﬂnu------------- B, 1a0
ﬁt!.{l.“a 1“d}illl-llI-II-IlIIIIIlIIII-lliiil‘l-l-l-l-'!'!!“ii"ll'l'll'l 11350
Alteration snd renowmiion (i.e. heating plant, wlring,
panodling, parkieg-lot, otc.) 3o
Repuir e improvement (afier sodification). .. .uivenuas §u?
Prm!‘ﬂr tAXEE (.ftﬂ‘! Hﬂlflcltiﬂn}......-uu--u--n.. 2 12n
SIDtOLALl: suvssasrsannumanunnrisébddaprasnnnasbbdbisans I!|=!:
Lass resilousl vRlU, cvsrnnasanassun YT TIYETT N Y 393
Tﬂ-tll.aq.anq---o--n---”-----t----ln-qunv--.t-t----ornuq-v
FURCHASE &
Immovanents, (1.9, bullodngs/StTUCtUTEE) cviasrnnarranas 10, 500
L T .- I N YL 1,250
Repalr 0D IMETOVRMNL. . raverrsrcaasnaarraarsrnsraarrnas P47
m‘n? tutslIIIIII‘.‘I“‘I"I".“".-lll'l"'"'.-.-'l-.‘ 2 12:
hbtnul-.-.-|l-j-lll-.-....-'|--i'lIiill!-ll-II-l--iil'ii'lll'!'ll" »
ess rwsicusl e LT R LT 2, 35%
TotBl, cvvvrsvarnmaarnasrrdsssarnarmnsrrr bddgannmaamrars ;;:EEE
LERSE T+
Total arrual BaymentE Y. o iiiiiiaai st &
LEASE -PURCHASE (or PURCHASE-[IWTRAZT)e
Arnga) payments untll PUICHESE* ™, . ivarianeransrssannas b, 84%
Fyrchase post Jexs oot e rrariatrnanrrnarrdarnnanns 2,306
&‘plﬁf and lmtﬁmn‘ llftﬂ.' ﬂl.m'-"‘ll.lt}"""uuuu.” klk
Property LAxEs {afier wml}loiiiil‘trl'l'!l'l"l'-lll'l-ll!'l'llll Tl
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EXBIBIT 1-44-5
FAGE 14
Pragpre voha ol 1
Y aar 1% 1% 1% i 3% .13 ki [ L} % 10% 12% iYL 111
1 L Ll AT 82 ah2 A3 216 aza "7z T iEE) 217 AT
H iT kT3 ETY azE T i) A7z i A 2 LF Y Jes JEE
a AT E TF-; ats L Al i T e e R 181 Tz &TE AEs
4 i L3 Mia N1 E L] A2 T2 FAx JAR JTEA -HEX AR B B
] e 0E WE3 a2 Tk T3 M1 ARy MED A EA7 A3 FTy)
] Mz JEE LT Bl Jan 706 Ans AM EpA i 17) BT Ake A2
7 aEa AT Az BT AN MAE Azi 1%) FTE 513 ABZ ADG AT
[ 823 BEZ 1) g AaTT 427 anx Bag o Al ACh 361 327
» H14 N EL TEE 1ol 4K ENZ Bl -1 48D Y-t a8 Aox 184
% MCE B2C AT Aa74 LA EEE BUE AB2 ALz . 1 A2z 2 247
11 S A raz &EQ 6AE E2? ATE ATR 388 JEa a7 217 2E
1 ik il w! A&IE BET 457 Al 387 113 a1e 267 -1t g A7
13 AR GrE B-LH L -h] Ean A0@ M 16 _18E AZE i il ¥ Bl H A03
14 Mo TER ani 537 BB ETY £ T 1T 1) 208 R T BEY)
1% BB g B4z EEE A 17 e AlE 2B am EE RTT. 27
16 LEE] zE A 532 MG LT a3 Az 252 Rl 163 123 n?
17 had 12 B0E &3 A28 AT A7 210 2 RE L RET K1 T-E
1B 3B g ER7 Apd AR - |.1a] 2 260 2z RE] A3a ) Al
i - .EAE BT ATE KT kR 274 23z 184 R T A1E 485 ora
i )] &73 BEA AR A7 nz 2ER J1E Are RET BRIt o075 oa
26 TaA A 478 76 2BE s RN RIT- B oaz L. e Rk
as 14z tE2 &42 AT an iTs RET nee e nel naz a2 .ME
Yua ALY 8% 0w 24% H Y aw 3% [T BO% BE % kL 8 % %
t &2 a47 %33 HCA TEY 64 736 T4 NLE M2E ARE i1+ 528
H T3 RAT Al AA0 Mo &T4 TR B Fry) ET R ik A0% Eil)
2 B4 LT 78 E2d At AJE A a4 -1 -TY 204 R1a BT
] BEZ LEL] AR 423 ara 324 202 B 1 .18 AE2 R bag f-Tr
E AT8 AN 402 A 2 -] F11 RI.L Aaz nge £to 063 LT
4 A A1 A2E 2TE -y 1T REY 1313 ond oG A Hae L2
7 B4 A R a2z e 143 BRT ONE LES AT £24 L3 a1
] E1) g1 233 TR RE1 RE:T DAE a8 Ha% A2z o4 -1 0o
[] F1k] 226 R[T REY! ang DE2 g A4 o8 G116 o0 Ll B
12 2ET RER RLF 4 T 52 nam 035 £ o0 %1 B3 Baz
14 BE-1 RI-1 RE1 LB 085 nar D34 BIE Lz Rl @04 -} L
15 RET REH EEE A 062 3e A2k a1 B0R 0k Lz aan -3
12 RFT g o o8 ET15 na QB a4 BOE b2 oo a1 Lt
14 A2E LT E-1). e &a2 BN o114 T ¥ £m o Do B
i RT.Y] ond AR Haa 036 oA -] Deam oo om oo T 00
14 LTE] oM Kiba LAz Bd o1z o407 BOE L] o ST o600
17 oG BEC R-TY LT BAE A 08 oo 81 ] oo
2 LT BB 0348 am E-RF) 007 L2 bz B Han oo
18 s £ d Hai 0T ol U5 ool N oo 800
0 LB £37 i ntd LT EeY] o032 A E. ] oo
2% &4 e o DOE L B0 Aty £
30 LEF] Loy o oo L Al R
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CHAPTER 1-45
- USE OF CONSULTANTS

1-45-00 Purposa

10 Applicability

20 Definition of Consultant

ao Prior Approval by OSM

40 Consulting Payments to Federal
Employees

80 Consulting Feas Paid by Recipients
and Subrecipients to Their Cwn

Employees
60 Reparts by Consultants
70 Documentation Standards
1-45-00 PURPOSE
A This chapter sets forth basic policies on the use of individual consuitants under O5SM grants and

cooperative agreements, and establishes standards for documentation of consulting fees pald by
recipient and subrecipient organizations to individuals.

B. Heasonableness and allocability of consultant costs is ta be determined in accordance with the Ccost
principlas prescribed by OMB Circular A-21 and OMB Clroular A-87.

1-45-10 APPLICABILITY

This chapter apdlies to all OSM programs that issue grants or cooperative agreements. It applies
only to the use of Individual consultants by recipient and subrecipient organizations and only when
the consultant's fees are borne by an OSM grant or cooperative agreement used to satlsfy a non-
Federal share requirement of an OSM grant. It does not apply to the use of consultants whose fees
arg treated as an Indirect cost or to the procurement of consulting services from firms or
organizations,

1-45-20 DEFINITION QOF COMSLUILTANT

A For purposes of this chapter, a consultant is a party engaged to give profassional advice or services
for a fea, but not as an employae of the party that engages him or her. The term includes paid
guest lecturers {and other pald guest speakers) when not asting as empioyees of the party that
gngages them,

FEDERAL ASSISTANCE MAMUAL
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1-45-20 {Cantinted)

B. Under this definition, it might happen I unusual situations that a person |s at the same time a
consultant and an employee of the sama party. That |s, for certain work ha or she is salaried as an
aemployee, while for other work, not as an employee, he or she recefves a consulting fee from the
same party. (Ses 14550

1-45-30 PRIOR APPROVAL BY QSM

Far QOSM grant or copperative agreement funded programs, applicants should anticlpate their nead
for consultants and indicate the proposed use of consultants in thelr appiications and budgets far
5M approval.

1-45-40 CONSULTING PAYMENTS TO FEDERAL EMPLOYEES

Consulting fees paid o a Federal employee may not be charged to an O5SM grant or cooperathve
agreemeant or to a honfederal sharg required by an O5M grant or cooperative agreement.

1-45-50 CONSULTING FEES PAID BY RECIPIENTS AND SUBRECIPIENTS TO THE{R OWN EMPLOYEES

A, Faculty Members of Colleges and Univarsitios

Charges representing axtra compensation (above base salary} paid by an educational institution to
a salarisd membear of its faculty for consulting work are allowable only in unusual cases, and only
if both of the following conditions exist:

1. The consultation Is across departmental lines of involves a separate or remcts operation,
and
2. The wark performed by the consultant is in addition to his regular depantmental Inad.
8. All Other Cases

In all pther cases, consulting fees pald in additlon 1o salary by reciplents or subrecipients to paople
who are also thelr employees may be charged to OSM grants or cooperative agreements, (orio a
nonfederal share required by an QSM grant) only In unusual cases, and anly if all of the following
three conditions axist;

1. The policles of the recipiant or subrecipient permit such consulting fee payments 1o its own
smployses regardless of whether Federal grant funds are Involved;
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1-45-50 {Caontinued)
2. The work Involved is clearly outside the scope of the person’s salaried employment; and
3 It would be Inappropriate to compensate for the additional work paying additional salary to

the emplayes.

C. Approval Regyiremenits

Consulting fees that are subject to Paragraphs A and B of this sectlon must be speclficalty
althorized in writing, on a case by case basis, by the head of the recipient or subreciplant
organization or hls designated representative. if the designated representative is personally imvcived
in the groject or program under consideration, the authorization may be given only by the head of
the recipient or subrecipient agency or organization. The authorization must include a determinatlon
that the applicable required conditions are present.

1-45-60 REPORTS BY CONSLULTANTS

A, The variety of possible cansulting arrangements is too great 1o permit definitive rules on submission
af written reports by consultants. In some £ases, such as guest lecturers, a wiitten raport might
serve little or no useful purpose. In other cases, the very reasan for hiring the consultant might be
to obtaln his report.

B. In generat, reciplents and subreciplents should be encouraged to obtain writien reports from the
consultants except when, In their judgment, a report Is not feaslbla or woulld probably nat be useful.
Hewever, under an OSM grant,  the consultation constitutes a transher of project activities, the
Federal assistance unit may require the reciplent 10 abtain a written report from the consultant as
a condition of Its approval.

1-45-70 DOCUMENTATION STANDARDS

A Charges for consulting payments must be supported in the recipient's or subrecipient's records by
an invoice from the consultant and a copy of the written report, if any, recaived from the consultant,

B. Any af the following information that is not shown by the invoice and/or report from the conaultant
must be shown in a memorandum or other document prepared by the recipient or subrecipient for
its files, or noted In handwriting on the Invoics by the recipient or subrecipient. The memorandum,
ather document, or handhwritten notation must be signed by an official of the reciplent or subrecipient
organization.

l. The name of the consultant;
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1-45-70 (Continued)

2. Tha nature of the services rendered (such as statistical analysis of data or participation on
project advisory committee)

a. The relevanca of the services to the grant-assisted projact ar pragram, if not apparent from
the nature of the services; and

4. Whichever of the following is applicable:

a IF the fee was based on a rate per day or hours worked, the rate and the actual
dates and/or hours worked;

b If the fee was based on a rate per unit of service rendered, the rate, the numbsr of
units of sarvice rendered, and the beginning and ending dates of the overall period
of service: ot

C. If the fee was determined or some other basls, the basis for determining the fee and

the beglnning and ending dates of the period In which services were rendered.
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CHAPTER 1-47
FROCUREMENT STANDARDS
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a1 Recipient/ 058 Responsibllity
0z Recipient Procurement Improvement
03 Procurement System Reviews
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05 OSM Review of Proposed Contracls
05 Code of Conduct
ny Procurarment Frocedures
08 Affirmative Actlon Reguirements
09 Selaction Frocedures
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12 Reciplent Procurement Records
13 Contract Provislons

14 Contract Admlinistration

1-47-00 PURPOSE

1-47-01

This chapter provides standards and guidelines applicable to procurement of supplies, equipment,
construction, and other services under projects supported by OSM funds. Chapter 1-47 is
developed to ensure that such materials and services are obtained efficiently and economically and
in compliance with the provisions of applicable Federal laws and the Grants Management Common
Rule.

BRECIPIENT /QSM RESPONSIBILITY

These standards do not relieve the recipient of any contractual responsibifities under its contracts.
The recipient is responsible, In accordance with good administrative practice and sound business
Judgment, for the settiement of alt contractual and administrative issues arlsing out of procuraments
entsred into in support of a grant. These include, bit are not limited to:  source, evaluation,
protests, disputes, and claims. OSM shall not substitute its judgment for that of the recipiant unless
the rmatter is pHimarlly an OSM concern. Viclations of law are to be referred ta the local, State, or
Federal authotlty having proper jurisdiction,

Reciplents shall uss their own procurement procedures which reflect applicabla State and local laws
and regulations, provided that procurements for Federal assistance programs conform to the
standards set forth in this chapter and applicable Federal law.
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1-47-32 RECIPIENT PROCUREMENT IMPROVEMENT

inaccordance with provisions of the Grants Management Comman Rule, OSM will provids recipients
with technical asslstance, training, publications, and other ald to the extent that resources allow.

1-47-03 PROGUREMENT SYSTEM REVIEWS

A OSM is encouraged to perform reviews of a recipient's procurement syslem. The purpase of the
review shalt be to determine: {1) whether a recipient’s procurement system meets the standards
described by this chapter or othar criteria acceptable to the Office of Federal Procuremeant Polley,
such as provisions of the Model Procurement Code for State and Local Governments and (2)
whather the recipient's procurement system should be certified by the Office of Surface Mining.
Such a review will also give OSM an opportunity to give technical assistance o a recipient to
remedy inadequacies within its procurement system if it does not fully comply. [n addition, such
a review may provide a basis for deciding whether the recipient's contracts and related procurement
documents shoutd be subject ta OSM's prior approval, as provided by paragraph 1-47-06.

B Normally, the cognizant agency |s responsible for pedforming and certitying the recipient's
procurgment system. In the case where O3M is not the cognizant agsncy, OSM should be
requestad by Lhe cognizant agency to comment on the procurement certification process.

C. In conducting procurement system reviews, OSM willl evaluale a recipient's procurement system in
terms of whether it complies with the standards described In this chapter and represents a falr,
efficient and effective procurement aystem. To the maximum extent feasibla, reviews will rely upon
State or local evaluations and analyses performed by agencigs or organizatlons independent of the
recipient’s contracting activity.

o When QOSM completes a procurement review, it shall furnish a report 10 the recipient, with a copy
to the Office of Federal Procurament Policy.

E. All agencies should normally rely upon the resultant findings or cerification for a period of 24
manths before anothar review is peformed,

E. Reviews shall be conducted in accordance with standards and guidelines approved ar issued by
the Office of Federal Procuremsnt Falicy.

G The reviews of praposed contracts authorized by parageaph 1-47-08 are waived if a recipient’s
pracurement system is cedified.

B 7o Qe FEDERAL ASSISTANCE MAMLIAL



PROCUREMENT STANDARDS

PAGE 3
1-47-04 PROTEST PROCEDURES
A Q5M shall develop an administrative procedure to handle complaints or protests regarding reciplent
cantractor selectlon actions.
B. No protest shall be accepted by OSM until ali administrative remedles at the recipient level have
been exhausted.
C. JSM roview is timited to:
1. Vlolations of Federal law or regulations, Violations of State or local law shall be under the
juriscfiction of State or local authorities.
2 Violatlons of recipient's protest procedures of fallure to review a complaint or protest.
D. The development of protest procedures |s the responsibility of Budget and Administration
coardinating all procedures with P05
t-47-05 OSM REVIEW OF PROPOSED CONTRACTS
A, OSM pre-award reviews and approval of the recipient’s proposed contracis end related procurement

documents, such as requests for proposals and invitations for bids, is permitted only under the
fallowing circumstances:

1. The pracurement is sxpected to exceed $10,000 and is to be awarded without competition
or only ane bid or offer is recelved in responsa to solicitation; or

2. The procurement iz expected to exceed $10,000 and specifies a "brand name” product; or

3. The recipient's procursement procedures or aperation falls to comply with one or more
slgniflicant aspects of this chapter. OSM shall notlfy the recipient in writing and send a copy
of such notification to the Office of Federal Procuremant Polley.

1-47-06 CODE QF CONDLCT

A Recipients will maintain a written code or standards of conduct which shall govem the performance
of their officars, employees or agents engaged in the award and administration of contracts
supported by OSM funds. No employee, officer or agent of the recipient shall participate in the
selection, or in the award, or adminlstration of a contract supported by O5M funds if a conflict of
Imterast, real ar apparent, would be involved.
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1-47-086

B

1-47-07

1-47-08

A

{Continued)

Such a corfllet would arise when any of the followlng has a financial or other interest in the firm
selected for award:

1. The employee, officer or agent,

2, Any member of his immediate family,

3. Hig or her partner; or

4. An arganization which employs, or is about to employ, any of the above,

The recipient's officers, employees or agents, shall neither solicit nor accept gratuities, favors or
anything of monetary value from contractors, potential cantractors or paries 1o subagreements.

Recipients may set minimum rules where the fingncial Interest is not substantial or the gift is an
unsalicited Iterm of nominal intrlnsic value.

To the extent permitted by State or local law or regulations, such standards of conduct shall provide
for penalties, sanctions, or other disciplinary actions for viclations of such standards by the
recipient's officers, employees, or agents, or by contractors or their agents.

PR REMENT FR DURES

The recipient shal! estabiish procurement procedures which provide that proposed procurement
actions shall be reviewed by racipient organization officials to avoid the purchase of unnecessary
of duplicative iterns. Conslderation should be given to consalidation or breaking out to obtain a
more econamical purchase. Where appropriate, an analysls shalf be made of [eaze versus purchase
alternatives, and any other appropriate analysis 1o daterming which approach would be the most
economical. To faster greater economy and elflciensy, recipients {and subirecipients, to the extent
feasibie) are encouraged to enter inta State and local intargavernmental agresments for procurement
or use of common goods and sernvices.

AFFIRMATIVE ACTION REQUIREMENTS

it is national policy to award a falr share of contracts to small and minority business firms.
Accordingly, affirmative steps must be taken to assure that small and minarity businesses are utitized
wheh passible as sources of supplles, equipment, construction and services. Affirmative steps shall
include the followlng:
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1-47-08A. (Continued}
1. Include qualified small and minority businesses on sclicitation lists;
2. Assure that small and minarity businesses are solicited whenever they are potential sources;
3 when economically feasible, dividing total requirements into smaller tasks or quantities so
as to permit maximum small and minority business participation;
4, Whera the requiraments permit, establishing delivery schedules which will encaurage
partlicipatlon by small and minority buslnesses.
g, Use the services and assistance of the Small Business Administration and the Department
of Commerce Minority Business Development Agency Information Clearinghouse, 202/377-
2414,
6. It any subcontracts are to be let, requiring the prime contractor to take affirmative steps in

1-47-05

1) through 5) above.

Recipients shall take simitar appropriate affirmative action in support of women's business
enterprises.

Recipiants are encouraged to procure goods and services from labar surplus areas.

OSM may impose additional regulations and requirements in the foregoing areas anly ta the extent
specifically mandated by statute or Presidential direction.

ELECTION P DLURES

All procurement transactions, regardless of whether by sealed bids or by negatiation and without
regard to dollar value, shall be conducted in a manner that pravides maximum open and free
competition consistent with this chapter. Procurement procedures shall not restrict o eliminate
competition. Examples of what is consldered to be restrictive of competition Includs, but are not
limited to: (1) placing unreasonable requirements on firms in order for them 1o qualify to da
business, (2) noncompetltive practices between firms, (2) arganizational corfilets of interest, and (4)
unnecessary expetlence and bonding requirements.

The recipient shall have written selection procedures which shall provide, as a minimurm, the
following procedural regulrements:

1. Solicitations of offars, whether by campetitive sealed bids or compstitive negotlation, shall:
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1-47-09B. {Continued}

a. fncorporate a clear and accurate description of the technlcal requirements for the
material, product, or service to be procured. Such description shall not, in
competitiva procurements, contaln features which unduly restrict competition. The
dascription may lnclude a statament of the qualitative nature of the material, product
or service to be procured, and when necessary, shall sat forth those minimum
assential characteristics and s1andards 1o which it must conform if it is Lo satisfy
its intended use. Detailed product specifications should be avoided i at all
possible. When it Is impractical or uneconomical to make a clear and accurate
description of the technical requirements, 2 “brand narme o equal” description may
be used as & means to define tha performance or other salient requirermnents of a
procurement.  The specific features of the named brand which must be met by
offerors shall be clearly stated.

b, Clearly set forth all requirements which offerors must fulfill and all other factors to
ke used in evaluating bids or proposals, such as a deacdline for completion of project
work.

Awardsg shall be made only to responsible contractors that possess the potential ability 1o
perform successfully under the terms and conditions of a proposed procoremant,
Consideration shai! be given to such matters as contractor integrity, compliance with public
pdicy, record of past performance, and financial and technical resources.

1-47-10 METHOD OF PROCUREMENT

B

Procurement under granmts and cooperalive agreements shall be made by one of the following
methods: 1) small purchase procedures; 2) competitive sealed bids {formal advertlsing): 3)
competitive negotiation; 4) noncompetithve negotlation.

1.

Small purchasae procedures are those relatively simpla and informal procurament methods
that are sound and appropriate for a8 procurement of services, supplies or other property,
costing in the aggregate not more than $10,000. Recipients shall comply with State or local
small purchase dollar limits under $10,000. H small purchase procedures are wsed far a
procurement under a grant, price ar rate gquotations shall be obtained from an adequate
humber of qualified sources,

In campetltive sealed bids {(formal advertising), sealed bids are publicly solicited, and & firm-
fixed-price contract {jump sum or unit price} is awarded to the responsible bidder whase
bid, confarming with all the material terms and conditions of the invitation for bids, is lowest
In price.

StB o2 oeen

FEDERAL ASSISTANCE MAMNUAL



FROCUREMENT STAMDARDS

PAGE 7

1-47-10A. fContinued)

a. In order for formal advertising to be feasible, appropriate conditions must be
present, including, as a minimum, the following:

{1

{2)

3

A complete, adequate and reallstic speclfication or purchase description is
available.

Two or mora responsible suppliers are willing and able o compete
effectively for the business.

The procurament lends itself to a firm-flxed-price contract, and selection of
the successful bidder can appropriately be made principally on the basis
of the prica.

b, |F formal advertising is used for procurement, the following requirements shall apply:

(1)

(2)

(@

()

{5)

A sufficient tima prior to the date set for opening of bids, blds shall be
sollched from an adequate number of known suppllers, In addition, the
invitation shall bs publicly advertised.

The invitation for bids, including specifications and pertinenit alachments,
shall cleary define the items or services needed |n arder for the bidders to
propedy respond to the invitation.

Al bidds shall be opened publicly at tha tima and place stated in the invitation
for bids.

A firm-fixed-price contract award shall be made by written notice to that
responsibla bidder whose bid, confarming to the invitation for bids, |s
lowest. Where specified in the bidding docurents, factors such as
discounts, transportation costs and life cyela costs shall be considered in
determining which bid is lowest. Payment discounts may anly be used to
determine low bid when prior experience of the recipient indicates that such
discounts are generally taken.

Any or all blds may be rejected when there are scund documented business
reasons in the best Interest of the program,

FEDERAL ASSISTANCE MANUAL
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1-47-10A. {Continued}

3.

In competitive hegotiation, proposals are reguasted from a number of sources and the
Request for Proposal is publicized. Negotiations are normally conducted with more than
ane of the sources submitting offers, and either a fixed-price or cost-reimbursable type
contract is awarded, as appropriate. Competitive negotiation may be used if condltions are
not appropriate for the use of formal advertising. If competitive negotiation is used for
procurement under a grant or cooperativa agreement, the following requiramants shall apply:

a. Proposals shall be solicited from an adequate number of qualified sources to permit
reasonable competition consistent with the nature and requirerments of the
procurement. The Reguestfor Proposat shall be pu blicized and reasonable requests
by other sources to competa shall be honored to the maximum extent practicable.

b The Request for Proposal shall identify all significant evaluation factors, including
price or cost where required, and their relative importance.

cC, The reciplent shall provide mechanisms for technical evaluation of the proposals
recelved, determinations of responzible offerors for the purposa of written or oral
discusslons, and selection tor contract award.

d. Award may be made to the responsible ofteror whose proposal will be most
advantageous to the procuring party, price and other factors sonsiderad.
Unsuceessful offerors should be notlfied promptiy.

e Recipients miay utilize competitive negotiation procedures for procurement of
architectural fengineering professional services, whereby competitors' qualfications
are evaluated and the most qualified competitor is selected, subject ta negotiation
of fair and reascnabie compensation.

Noncompetitive negotiation is procurement through soticitation of a proposal from only ane
source, or after solicitation of a number of sources, competition is determined inadequate.
Noncompetitive negotiation may be used when the award of a contract |s unleasible under
small purchase, competitive bidding (formal advertising) or competitlve negatiation
procedures. Clreumstances under which a contract may be awarded by noncompetitive
regatiatlon are limited to the following:

a The item is available only fram a single source;

b, Puhlic exigency of emergency when the urgency for the requirement will not permit
a delay incldent to competitive solicitation;
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1-47-10A. (Contlnued)

c OSMauthorizes noncompetitive negotiation {which will, In the absence of compelling
special circurnstances, be limited to those circumstances listed in the Federal
Frocurement Aeguiations, 41 CFR Part 1.3); aor '

d. Aftar solicitation of a numbar of sourcas, competition is determined inadequale.
5. Additional innovative procurement methods may be used by recipients with the written
approval of OSM. A copy of tha approval shall be sant by OSM 1o the Office of Federal

Procurement Folicy.

1-47-11 CONTRACT PRICING

The cost-plug-a-percantage-cf-cost and percentage-of-canstruction -cost method of contracting shail
not be used. Reciplents shall parform some torm of cost or price analysls [n connection with every
procurament action including contract modiflcations. Costs or prices based on estimated costs for
contracts under grants shall be allowed only to the extent that costs incurred or cost estimates
included in negotlated pricas are consistent with Federal cost principles.

1-47-12 RECIPIENT PROCUREMENT RECORDS

Reciplents shall maintain records sufficlent to detall the signiflcant history of a procurement, Thesa
records shall include, but are not necassarily limited to, information pertinent to the followlng:
ratlonale for the mathod of procurement, selection of contract type, contractor selaction or rejection,
and the basis for the cost or price.

1-47-33 GONTRACT PROVISIONS

A In addition to provisions defining a sound and complete procurement contract, any recipient of
Federal grant funds shall include the following contract provisions or conditions In all procurement
eontracts and subcontracts, as required by thesa provisions, Federat law or OSM.

1. Contracts other than small purchases shall contaln provislons or conditions which will allow
for administrative, contractual, or legal remedies in instances where contractars viclate or
breach contract terms, and provide for such sanchion and penalties as may be appropriate.,
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1-47-13A, {Continued)

2.

Al contracts in excess of $10,000 shall contain sultable provisions for terminatlon by the
reclpient, including the manner by which it will be effected and the basis for settlement. In
addition, such contracts shall describe conditions under which the contract may be
terminated for default as well as conditions where tha contract may be terminated because
of circumstances beyond the control of the contracter.

All contracts awarded in excess of $10,000 by recipients and thelr contractors or
subreciplents shall contain a provislon requiring compliance with Executive Order 11245,
entitled "Equal Employment Opportunity,” as amended by Exscutive Order 11375, and as
supplemented in Department of Labor regulations (43 CFR Part 60).

All contracts and subgramts for construction or repair shall include a provision for
compliance with the Copeland "Anti-Kickback" Act (18 USC 874} as supplemented in
Department of Labor regulations {29 CFA Part 3). This Act provides that each
contractar /subrecipient shall be prohibited from Induecing, by any means, any person
employed in the construction, completian, or repair of public work, to give up any pan of
the compensation to which he is ctherwise entitled. The recigient shall report all suspected
or reported viclations to OSM.

The Surface Mining Contral and Reclamation Act (SMCRA} does not require compliance with
the Davis-Bacon Act (40 USC 276a). We have been advised by the Associate Solicitar,
Division of Surface Minlng, by letter of October 4, 1991, that the provisions of the Dawis-
Bacon Act will apply to OSM programs only where OSM deals directly with a private
contractor.

The Davis-Bacon Act and its enforgement provisions are applicable to OSM Federal
assistance programs whern:

i . O8M expends funds for contracts for emergency restoratlan, reclamation, abatement
or prevention of advarse effects of coal mining. {Secticn 410 of the Act is applicable
only to the extent practical)

k. OSM is promulgating a Federal program and letting contracts in 4 State (Section
504 of the Act); and

c. There 15 privity of contract betwaen OSM and & construction contractor. The legal
tarm "privity of contract” refers to the relationship between parties (8.g., OSM and
a contractor) pantlcipating directly In or having a secondary interest In a legal
tranzaction (a contract) Without & direct relationship between OSM and a

I

g9
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1-47-13A. (Continued)

contracter, State law and administrative procedures gavern whether ali construction
contracts in excess of $2,000 awarded by recipisnts and subrecipients shall include
a pravision for compllance with the Davis-Bacon Act.

5. SMCRA does not require compliance with the Contract Wark Hours and Safely Standards
Act {40 USC 327-230). Thersfore, State law and administrative procedures govern whether
all contracts awarded by recipients and subrecipients in excess ot $2,000 for construction
contracts and in excess of $2,500 for other contracts which involve the employment of
mechanics or laborers shall include a provision for compllance with Section 103 and 167
of the Contract Work Hours and Safety Standards Act.

7. The contract shall include notice of OSM requirements and requlations peraining to
reporting and patent rights under any contract Involving research, developmental,
experimental or demonstration work with respect to any discovery or invention which arises
of is developed In the course of or under such contract, and of OSM reguirements and
regulations pertaining to copyrights and rights in data.

8. All negotlated comtracts {(except those awarded by small purchases procedures) awarded
by recipignts shall include a provision to the effect that the recipient, the Department of the
Interior, the Comptroller General of the United States, or any of their duly authorized
representative, shall have access to any books, documents, papers, and partinent records
of the contractor which are pertinent to that specific contract, for the purpose of making
audit, examination, excerpis, and transcription. Recipients shall require contractars to
malntain all required records for three years after recipients make finat payments and all
other pending matters are closed.

i Contracts, subcontracts, and subgrants of amounts in excess of $100,000 shall contaln &
provislon which requires compliance with all applicable standards, order, or requirements
issued under Section 306 of the Clean Water Act (33 USC 1368), Executive Order 11738,
and Environmental Pratection Agency (EPA) reqgutations {40 CFR Pant 15), which prohibit
the uss under nonaxempt Federal contracts, grants or loans of facilities included on the EPA
List of Vlolating Faclities. The provision shall require reparting of violations ta OSM and to
tha EPA Assistant Administratar fnr Enforcerment.

10, Contracts shall recognize mandatory standards and policies relating to energy efficiency
which are contalned In the State energy consarvation plan issued In compllance with the
Energy Policy and Conservation Act (P.L. 94-165}. OSM may regulre changes, remedies,
changed conditlons, access and record retention and suspenslon of work clauses approved
by the Office of Federal Procurernent Paolicy.
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1-47-14 CONTRACT ADMINISTRATION

Recipients shall maintain a contract administration system insuring that contractors perform In
arcordance with the terms, conditions, and specifications of their contracis ar purchase arders.
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1-67-00 PURPOSE

This chapter sets farth minimum requirements and condiions for an OSM grant or cooperative
agreement award document,

1-67-10 POLICY

The grant or cooperative agreement award document is the official Instrument used in O3M Federal
financial assistance programs that: (1) establishes & legally binding arrangement between OSM and
the recipient; {2} contains or references ali the terms and conditions of the grant or cooperative
agreement; and (3} provides the documentary basls for the obligation of Faderal funds n the OSM
accounting systems.

1-67-20 CONTENTS OF AN AWARD

A grant o cooperative agreement award shall:

1. Stats the legal name of the resiplent and the fgrmal name of OSM.
2. State the amount being awarded.
a. For the revised AML grant awards, include an attachment (Attachment A) to the
agreement which provides budget/cost category financial information (see Exhibit
X1-67-1).
b. For awards funded from more than one source of funding, a subaccount number

must be assigned to each source of funds. [nclude as an attachment to the
agreement tha following Information for each source of funds: source of funds,
subaccaunt number, and approved amount,

3, State the dates of the grant or cogperative agreement performance period.
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1-67-20 (Contlhued}

4,

State the purpose of the grant or cooperative agreement. In many cases, a descriptive title
of the project being supported is sufficient.

Incorparate, by reference, the application for the grant o cooperative agreement, inciuding
amendments.

incorporate, by reference, any OSM policy directives which are not incarporated into the
appllcable regulations. Al such documents shall ba provided along with the notice or shall
ctherwise be made readlly available to the reciplent,

Include or incorporate by reference all terms, conditions, or agreement clauses that are
required by Departmental, OSM, or program policies to be incorporated In each individual
grart or cooperatlve agreement award document for the type of grant or cooperative
agreement being made.

If not clearly stated in a document reference, cleary state:

a. Ferdormance and financial reporting requirements applicable 1o the grant or
cooperatlve agreement, Including the frequency and contents of reports.

b, Prior approval requirements applicatde to the grant or cocperative agreement and
how approval may be obtained,.

1-67-30 GRANT CONDIT|ONS

A, The following conditions are part of avery agreement award:

1.

The scope and conditions of the tasks to be undertaken by the Grantee with the amount
of money ldentifled as the Faderal Grant Amount durlng the time ldentified as the Grant
Period are contained in the grant appllcation, as amended, which is made part of the grant
by reference.

The funds for the grant shall only be used to cover allowable costs which are incurred
during tha grant peried. In addition, valid obligations incurred before the end of the grant
period for purchased services, equipment and supplies specifically identffled in the
approved application shall be considered allowable grant period costs 1o the extent of
actual subsequent axpenditures. If obligations are included in the claimed grant costs,
adequate records shall be malntained 1o disclose fully the date and armount incurred and
the date and amount of subsequent payment. Ohllgations claimed in one grant perlod
shall be excluded from expenditures clalmed in prior or subsequent petlods. [Undsr the
ravised AML grant program, Use the term "budget period” instead of "grant period.”]

JAN B

FEDERAL ASSISTANCE MANUAL



GRANT AND COCPERATIVE AGREEMENT AWARD DOCUMENT
FAGE 3

1-67-30A (Continued)

3.

10.

Mo transfer of funds 1o agencles other than those identified in the approved grant
appllcation shall be made without pricr approval of OSM.

The Grantee shall submit financial status reports, performance reports, and other such
repaorts accarding to the timing, content and format as reguired by OSM. The Grantee shall
report program outlays and program income on a cash basis. Grantees are exempt from
submitting the form SF 272, Federal Cash Transactlons Report.

For nonconstruction grants, transfers of funds between total direct cost categories in the
approved budget shall raceive the prior approval of O5SM when such transfers excead ten
percent of the total budget.

The Grantes shall transfer to OSM the appropriate share, based on the Federal suppon
percentage, of any refund, rebate, credit or other amourts atising frorm the performance of
this agreemeant, along wih accrued Interest, if any. The Grantee ghall take necessary action
1o effect prampt collection of all menies due or which may become due and to cooperate
with O5M in any claim or suit In connectlon with amounts due.

The Grantee shall comply with the requirements, as applicable, of the Grants Managemant
Comman Rule, adopted ty the Department of the Interior at 43 CFR Pant 12, regatding
administrative procedures; Treasury Chrcular No. 1075 and 31 CFR 205.6 on financial
procedures; OMB Circulars No. A-87, A-21 and A-122 an cost princlples; and OMB Circular
Mo. 128, as implemented by 42 CFR 12, on aud!t requlrernents.

Mo employee of the State, Indian Tribal Government or Federal Government perfarming any
functian or duty under the State regulatory or reclamation program plan shali have a direct
or indirect financial Interest in any coal mining operation.  The Grantee shall comply with
all requirsments and regulations established by GSM to carry out this requirement, inctuding
30 CFR Part 705, and those requirements which it has adopted in its regulatory program
or raciamation plan.

The agreement can be amended only by compliance with the requirements of 30 CFR
73520 and 886.17. The grant shall be subject to reduction or termination pursuant to 30
CFR 735.21 and £86.18,

Grant funds shall not be used to attempt to influence the public on leglslation pending
before Cangress.

FEDERAL ASSISTANCE MANUAL
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1-67-30A {Continued)

11. Far purposes of this grant, program income includes, but is not Iimited to, Income sarmead
during the grant performance pertod from the sale of publications, the sale of real or
personal property purchased with grant funds, the sale of services under a grant (such as
the sale of computer time), permit fees, Income earned fram investment of permit fees or
gther program income, incoma from royalties received as a result of copyrights or patents
produced under the grant amd Insurance premiums under the subsidence insurance
program.  Program Income does nat include income from fines, penalties, taxes of
forfeitures. Program income earned on the non-Faderal lands portlon of an administration
and enforcement grant shall be used 1o flnance the Grantee's matching share of grant costs
{cost sharing option}. ¥hen a grant includes funds for Federal lands activities, the program
income derived from such activitias shall be deducted from the total allowable Federal lands
costs for the purposa of determining the net allowable Federal lands costs {deductive
option). Program income earned under the subsldence insurance program may be used
to further tha chjectives of the State's approved subsidence insurance program {additive
option]. All other grants shall deduct pragram income from the total allowable costs Lo
determine the net allowable costs {deductive option}. Proceeds from the sale, transfer or
distrbution of real or personal proparty must be handled in accordance with the Grants
Management Common Rule and Implementing DO1 regulations,

12, Prior to the start of any construction activity, the Grantee shall ansure that all applicable _
Federal, State and local permits and clearances are obtained. -’
12 It is & national policy to place a falr share of purchases with minority business firms.

Minority Business Enterprises,/Women's Business Enterprises (MBE/WBE) utilization is
based on Executive Ordars 11625, 12138 and 12432, and the Grants Management Camman
Rule. The Department of the Interior (DO1) is strongly committed to the objectives of this
palicy and encourages all recipients of its grants and cooperative agreemants to take
affirmative steps to ensure such faimess. In particular, recipients should:

A Flace minority busingss firms on bidders' malling lists.

b. Sollcit these firms whenever they are potential sources of supplies, equipment,
construction or services.

c. Where feasible, divide total requiremants into smaller needs, and set deilvery
schadules that will encourage participation by theae firms.

FEDERAL ASSISTANCE MANUAL ‘v
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1-67-30A (Continued)

14,

15.

16.

17.

18.

d Use the assistance of the Minority Business Development Agency of the
Dapartment of Commerce, the Small Business Administration, the Office of Small
and Disagvantaged Business Utillzation, DOl the Business Utlization and
Development Specialists who reside in sach DO bureau and office, and similar
State and local offices, where they exist.

If the Federal amount of this grant Is $500,000 or more, and involves the procurement of
supplies, equipment, construction, or services In excess of $10,000, the Grantee shail
complete a Standard Form 334 (MBE/WBE Utilization Under Federal Grams, Cooperative
Agreements, and other Federal Financial Assistance). The form shall be submilted to the
appropriate QSM Fleld Office Director within 30 calendar days after the end of each Federat
fiscal quarter, up to and including the Federal fiscal quarter In which the grant performance
period ends.

The Grantee s free to copyright any odginal work developed in the courss of or under tha
agreement. OSM reserves a royalty-free, nonexclusive and Irrevocable tight to reproduce,
publish or otherwise use, and to authodze others to use, the work for Government
purposses. Any publication resulting from work performed under the agreement shall include
an acknowledgement of OSM financial support and a statament that the publication does
not necessarily refiect CSM's views.

Mo subseguent [reclamation/regulatory} grants, monetary increase amendments or time
extension amandmenis shall be approved unless all overdue final financial or parformance
raparts have been submitted by the reciplent to the appropriate Field Office. Exceptions
to this policy can be approved only by the Deputy Director, OSM, or his designate.

QEM rezerves the right to transfer equipment acquired with grant funds to the Federal
Government or a third party. [Note: in order to invoke this provision, the OSM FOD also
must notify the grantee in writing of the specific item of equipment to be transferred.]

This grant takes effect at the time of signing by the Director of OSM or his authorized
delegate. However, the Grantee shall hava a perlod of 20 calendar days from the date of
signing to execute this grant In order to indicate its agreemant of tha terms and conditions.
Unless an extension of time is farmally appraved by OSM, fallyre to execute the agreement
within the stated period shall result In a decbligation of the total Federal Grant Amount.

The Grantee shall:

a Specify in any announcement of the awarding of the contract for the procurement
of the goods or services Involved (including construction services) the amount of
Faderal funds that will be used to finance the acquisition: and

FEDERAL ASSISTANCE MANUAL
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B

Exprass the amount announced pursuant to paragraph a. as a percentage of the
total cogts of the planned acquisition,

The requirements of this condition shall not apply to a procurement of goods or servicas
{including construction services) that has an aggregate value of less than $500,000.

The following condltions are added to an agreement to address specific program or funding

requirements:

This condition is added to all Regulatory Program Grant Agreaments:

This grant Is for the adminisiration and enforcement of an approved State program
for the regulation and control of surface coal mining angd reclamation operatlons.
Grant funds shall not bs used for other purposes. As a conditian of the grant, the
State shall implement the State ragulatory program as approved by the Secretary
of the Interior, including all findings and conditions set forth In the Secretary's
approval declslon or as may be modified by the Secretary. Grant funds shall not
be used for implementation of any changes to the State regulatory program which
have not heen approved by the Secretary of the Inlefior.

These conditions are added to all Abandoned Mine Land Reclamation Program Grant
Agreements:

This grant is for the administration of the appraved Grantee reclamatlon plan and
for carrying out the specific reclamation actlvitles included in the plan and
described in the approved program narrative statement included in the grant
application for each project in accordance with 30 CFR Part 886, Grant funds shall
nat he used for any other purposes.

Tha funding far this grant is from tha fallowing available State-share and for Federal
share funds;

State-share: 3
Federal-share: 3
Total Award Amount: &

To assure that abandoned coal mine-related problams which do not currently meet the
criteria for emergency declaration but which may deterorate into emergencles will be given
the highest priority consideration for reclamation, the following condition |s added to all AML
Gramt in States that do not administer the AML Emargency Programs.  [Grants to States
admintstering the AML Emergency Program do not require this condition bacause they
manage both emargancy and high pricrity projects ]

FEDERAL ASSISTANCE MANLUAL
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1-67-308.2 (Continuad)

The Grantee shall assure that high pricrity abandonad coal mine-related problems
which do not currently mest criteria for emergency declaratlon but which may
deteriorate into emergencles will be considarad and givan the highest priority for
reclamation in tha recipient's project selection process. This condition is applicable
to the following typas of sites:

a Those high pricrity abandoned coal mine-related problems which are
referred to the Office of Surface Mining Reclamation and Enforcement
{OSM) for emergency consideration but are not declared an amargancy.

b. Those kigh priority abardoned coal mine-related problems which remailn
after the emergency situation has been abated.

c. Thase high pricrity ebandcned coal mine-retated protlems which come to
the attention of OSM or the State/Tribe outside of the emergenay pragram
that could detericrate into an emergency.

4, This condition is added 1o Abandoned Mine Lark! Reclamation Program Grant Agreements
that include funding for the speclal set-aside program:

The Grantea may spand tha maonias in the special trust fund only after September
30, 1995, and for the coal priotities outlined in Section 403{a) of SMCRA,

5. This condition is added ta Abandonad Mina Land Raclamation Program Grant Agreements
that Include funding for the acid mine dralhage fund:

The Grantee shall establish under State law an ackd mine drainage abatemnent and
treatment fund. Amounts (together with all interest eamed on sueh amounts)
expended from the fund shall be used by the State to Implement, In consultation
with the Soll Congervation Service, acid mine drainage abatement and treatment
plans approved by the Secretary. Such plans shall provide for the comprehensive
abaterment of the causes and treatment of the effects of acid mine drainage within
gualified hydrologic units affected by coal mining practices,

FEDERAL ASSISTANCE MANUAL
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1-67-308 (Continued)

B. This condition is atdded to all Small Operator Assistance Program Grant Agreements:

This grant is for reimbursing costs incured by qualified laboratories for
performance of technical work as provided in 30 CFR 795(b} and for reimbursing
costs incurred by qualified laboratories or State regulatory authorities for
pefformance of planned activities. Planning activities must be directly related io
individual asslstance sites and are limited to compiling and evaluating avallable
hydrologlc and gealogle information and developing specificatlons, work statemeants
or monitoring plans for the work to be performed at each site. Grant funds shall
not be used for any other purpose including expenses Incurred by the regulatory
autharity to administer the SOAP, such as the purchase of equipment or funding
of indirect costs.

1-67-40 SPECIAL GRANT CONDITIONS

A,

In addition to the above conditions, other conditions may be added to the agreement award 1o
address a specific situation In a State/Indian Tribe that has been deemed a problem or needs
speclal attention. Howaver, the addition of Grantee specific conditions is not the preferred method
for achieving compliance. Action plans developed |eintly by the Grantee and O5M have a greater
probability of success than unifaterally imposed conditions which often disrupt Grantee processes
and plans. Therefors, the addition of Grantee-specific conditions is reserved for sarious situatlons.
Whan utilized, such a condition shall be situation-specific and shall identify exactly what and how
the Grantee shall perfarm and shall be manitored very closely to ensure strict adherence.

Before a Graniee specific condition can be included In a grant or cooperative agreement, approval
must be obtained from the Director after review by the Assistant Director, Reclamation and
Regulatory Policy and the Deputy Director.

1-67-50 SIGMATURES

A,

Each grant of cooperative agreemant award must be signed by the Director of OSM, or his/her
delegate.

The signatura on tha grant or cooperative agreement award shall constitute the algner's certification
that, In his/her apinion, the grant or cooperative agreement is in accordance with all applicable laws
and regutations and Departmental, OSM grant and program policles. No person shall be required
to slgn a grant or cooperative agresment award unless he/she ig fully satisfied with the award.

-
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CHAPTER 1-85
STANDARDS FOR AN ACCOUNTING SYSTEM AND INTERNAL CONTROLS

10

£883

1-85-00 PURP

Purpose

Applicabllity

Recipient Requirgments

Criteria for an Accounting System

Cthterla for Internal Control Systam

Review of Accounting Procedures and System of
Intenal Controls

This chapter provides standards for a financlal management system for grant or cooperative
agreement supportad activities of State and Indian tribal governments,

1-85-10 APPLICABILI

This chapter Is applicable to all OSM programs that issue grants or coopéerative agreements.

1-85-20 RECIPIENT REQUIREMENTS

A The recipient is required ¢ establish and maintaln an adequate systern of accounting and internal
controls ardd to ensura that an adequate system exists for aach of its subreclpients, contractora and
for any defegated programs. Deviations from the accounting procedures prescribed in this chapter

require pricr written concurrence from O5M.

B. The racipiant is responsible for establishing and maintaining a system of internal controls 1o
adequately safeguard grant and cocperative agreement funds and resources; to check the accuracy
and reliability of the grant accounting and financial data; to promote its operational afficiency; and
to encourage adhersnce to prescribed managerial policies.

1-85-30 CRITERIA FOR AN ACCOUNTING SYSTEM

A For OSM programs, an acceptable and adequate accounting system is one which:

1. Provides the recipient with financial data for planning, control, measursment and evalusation
requirad for efficient and economical operation of tha grant or cooperativa agreement funded

EYOgrams;

FEDERAL ASSISTANGE MANUAL
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PAGE 2
2 Provides sufficlent controls 10 ensure that the expanditure of funds and use of property are
in conformance with the Federal requlations and OSM requirements:
3 Ensures, by means of cost and property control and prudent management, that efficient usa
is macte of the gramt or cooperative agreement funds;
4, Maets the prescribed requiremaents for perlodic financial reperting of operations; and
5. Classiies and presanis the projected and historical cost of the grant or cooperative
agreement, as required for budgetary and evaluation purposes.
B. An accounting system is comprised of a series of operations that invoive classifying, recording,

1-85-40

A

summarizing and reporting transactions. Elements of the system shall consist of an account
structure, accounting records, source documents, a system for coding financlal transactions and
written procedures prescribing the mannar in which and by whom these operations are perfarmed.
To be adeguate and acceptable to OSM, a recipient's accounting system shall meat the following

criterla:

1.

R

Accounting records shall identify adequately the recaipt and the expenditure of funds for
each recipient, subrecipient, contractor and delegated program.

The accounting system shali provide accurate, current and complete financlal reporting
information.

The coding or classification of the system shall permit the summarization and reporting of
grant expenditures and receipts using the cost classifications included in the approved
budget.

The accounting system shall be integrated with an adequate system of internal controls to
safeguard grant and cooperative agreement funds and properties, determina the accuracy
and refiabifity of accounting data, promote operational efficlency and encourage adherance
te prescribed management policies,

R INTERMAL CONTR YSTEM

The intemnal controls required of a reclplent are comprised of a plan or organization (its policies,
structura, division of staff functicns, procedures, staff qualffications, etc) designed to provide the
recipient with effective financlal and oparaticnal control over both direct and Indirect programs.
Whila the degres of Internal control fs dependent upon the size of the reciplent and the funds and
resources for which the recipient is responsible, the following criterla are basic to an adequate
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system of internal control.

1

The operating policies shall be cleary stated; systematically communicatad throughout the
organizatlon; in confarmance with applicable laws and extermal regulations and policies; and
designed to promote the execution of authorized activiles effectively, officiantly and
ecanomically.

An organizational structure shall dafine and assign responaiblity for tha performance of all
dutles necessary io carry out the functions of the project.

Responsibility for assigned dutiss and functions shal be classifled according to
authorization, parformance, recordkeeping, custody of rescurces and review, 1o provide
proper internal chacks on performanca and to minimize unauthorized, fraudulent, or
otherwlse |megular acts.

A systern of forward planning embracing all phases of the operation shall be developed to
determine and Justify financial, property and personnel requirements and to carry out project
operatlons effectively, efficlently and sconomically.

An adequate system of authorization, recerdkeeping and transactlon coding procedures shall
be designed by the reciplent to ensure compliance with applicable laws, regulations arx
internal management policies; to prevent illegal or unauthorized transactions: and to provide
proper accounting records for the expenditure of grant or cooperative agreement funds.

An adequate and efficiently operated Information system shalf provide prompt, essential and
reliable operating and financial data to those officials responsible for making deciskons or
reviewing performance.

The performance of all duties and functions of recipient personnel shall be properiy
supervisad. All performance is to be sublect to adequate review under an effective internal
audit and management review program to determine whether performance is effectve,
gfficient and economical; management policias are adhered 10; applicable laws, prescribed
regulations and grant or cooperative agreement conditions are obeyed; and ynauthorized,
fraudulent, o otherwise irregular transactlons or activities are minimized.

The qualifications of officials and cther personnel as to education, training, experience,
competence and integrity shall be appropriate for the responsibilities, dutles and functions
asslgned to them.

Each officlal and emploves shall be fully aware of his/her assigned responsibilities and
understand the nature and consequence of his/her perfermance. Each person is to be held
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10.

11.

fully accourtabie for the honest and efficient discharge of his duties and functions, including,
whera applicabla, tha custody and administration of funds, property and compllance with
grant or cooperative agreament regulations and legal requirerents.

Effectiva proceduras shall be implamented to ansure that nesded goods and services are
acquired at the lowest possible cost; that the goods ang services pakd for are actually
recetvad; that tha quallty, quantity and prices ara in accordance with the applicable contracts
or other authorizations by recipient organization officials; and that such authorizations are
consistent with applicatide statutes, regulatians, policies and grant or cooperathve agreametit
canditions.

All funds, property and other rescurces for which tha recipient ts responsible shall be
appropriataly safequarded and pericdically inventoried to prevent misuse, unwarranted
waste, deterloration, destriction, or misappropriatlon.

1-85-50 REVIEW OF ACCOUNTING PROCEDURES AND SYSTEM OF INTERANAL CONTROLS

Periodically, DOl auditors fram the OIG or their designated representathves may vish the recipient

after the grant or cooperative agreement is approved to review the established accounting
procedures and system of intarnal contrels. These vistts should afford an opportunity to answer
questlons about D8M grant and cooperative agreement accounting requirements.  Soon after
completion of this accounting survey, the 0IG Issues to the appropriate AD a report on the results
of the fiald review.
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CHAPTER 1-95
ACCOUNTING FILES AND SUPPORTING DOCUMENTATION

1-85-00 Purpose
15 Documentation Required to Support
Nenconstruction Costs
20 Documentation Reguired to Support
Construction Costs

19500 PURPOSE

This chapter prescribes standards to be followed when establishing accounting files and
documentation to support costs for OSM grant or cooperalive agreement supported activities of
State and tndlan regulatory agencies.

1-95-15 DOCLIM TION REQUIRE PPORT NONCONSTRUCTION COST

A A recipient will be required to provide financlal repons at reasonably frequent intervals on the
followlng types of costs, when such costs appear In the approved budget, and if such cosls maet
the ctiteria for allowability.

1. Personng

a Compensation for personnel includes all remuneration, pald currently or accrued,
for services rendered during the perlod of performance under the grant or
cooperative agreement.

b. Supporting Decuments

Amounts charged ta a grant or cooperative agreamant for persannel must be based
on payrolis that have been documented and approved in accordance with generally
accepted accounting practices. Payrolls must be supported by time and attendance
{or equivalent) records of individual employees. Salaries and wages of employees
chargeable to more than one grant or cooperative agreement must be supported
by appropriate time distribution records. The methed used should produce an
equitable distrlbution of time and effart.

FEDERAL ASSISTANCE MANUAL
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1-95-15A, (Continued)

2 Fri

3. Travel

Benefit

Fringa benefits are allowable as a direct cost (f not includad as an indirect cost)
in propoion to the salary charged to the grant oF cooperative agreement.

§ugmrﬂng Documeants

Amounis charged to the grant or cooperalive agreement must be based on a
formally established and consistently applied organizational policy.

This category includes per diem reimbursements for traveling, personnel
transpodtation charges, and reimbursement for authorized use of personally-ownad
automobiles. Travel costs must not be proposed at rates in excess of the current
rate for Federal emplovees.

Supporting Documents

Travel axpenditures must be suppored by evidence showlng that travel costs ware
propery authorized, as well as a stateinent of expenses submitted by the traveler.

4 ipmant

This category includes the cost of equipment 1o be purchasad for regulatory or
reclamation purposes, office machines, furniture and fixtures, computers and copiers
and any other special equipment. OSM's definition of nonexpendable equipment
means an article of nonexpendable tangible perscnal property having a useful ks
of more than one year, and an acquisition cost of $5,000 or more par unit,

Supporing Documents

Expenditures for the purchase of such equipment must be suppaorted by quotations,
approved purchase orders and/or contracts. receiving reports, purchase
raquisitions, and vendor's invoices.

FEB 26 joon
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1-85-15A. (Continued)
5. Supplies
a. This category includes such expendable tems as stationary, postage, and small

fams of equipment

b. Supponting Documents

Experditures for consumabla supplies must be supported by vendor's invoices,
receipts, or cther evidence that funds were disbursed for grant or cooperative
agresmant purposes.

8, ntr al i Itant

a. This category includas payment to approved consultants and experts for
profassional and technical services, such as accounting or legal assistance, and
payment for services rendered by othar qualified individuals or organizations.

b. Supponting Documents

Whenever feasible, consultant and contract fees paid will be substantiated by
propasals from more than one reputable consuttant. Moreover, in a cost type
contract, the recipient or a designated represantative shall have reviewed the
contractar's records and shall include a capy of all resultant reports in its grant or
cooperative agreement files. Further, billings for consultants and contract services
must prowide a clear statemant of the services performed and, if apprapriate, the
number of person-days of service.

a. This category includes payments for the cost of minor leasehold improvements.
Do not enter the AML project construction costs.

k. Supporting Documents

Expenditures for leasehold improvemnents must be supported by vendor's invoices,
receipts, or other evidence that renovation was accomplished using O5M funds and
the method used to calculate the cost.
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1-g5-15A. (Continued)

8

her

iregt C

Other direct costs includes such iterns as transporntation of equipment, repairs,
utilitias, telephonas and telegraph, publications and printing, subsecriptions, and
other miscallaneous expenses related to the grant or cooperative agreement, but
which do not fit Into one of the other direct cost categories.

Subporting Documents
Expenditures for other direct costs must be supported by vendor's invoices.

receipts, or gther evidence that the funds were disbursed far grant or cooparative
agreament purposes.

$pace Costs and Rentals

Space costs and rentals must be confined to the costs of renting or leasing space
for use by the recipient including a lease/purchase agresment, plus normal
tnalntenance and operation costs required to make or malntain buwildings usable for
Program purposeas,

Supporting Documents

Costs for procurement of space must be substantiated by a rental or {ease
agreamsnt which includes the following items:

{1 deseription of space to be leased,

{2} purpose far which it is to be used:

{3 petiod of lease (limited to grant pericd);
{4} pptions to renew {ease,

{5) utlities, Insurance, and other services 1o be
furnished to lesses;

{8 rate or rental, depreciation, or use allowance;
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1-95-15A.8 (Continued)
{7) method and time cof payment,
(B} other ¢onditions required of lessor Or lessee
frecipiant]; and
{9) signatures of both parties and witnesses.
9, Inglitect Costs
. Irdirect costs are those that are: (1) incurred for a common ar joint purpose.

banefiting more than one cost objective (e.g., grants, cooperalive agreaments,
projects, contracts, activities); and (2) not readily assignable to specitically ben efited
cost cbjectives without an effort disproportionate to the results achleved.

b. Supporting Documents

Indiract costs must ba supported by an analysis of the cost elermants compasing
the Indirect pools, and an explanation of the structure of the distribution base and
the cost allocation rationale. The State,/Tribal agency should have on file with OSM
the most recently negotiated Indirect Cost agreement.

1-95-20 MENTATION iRED_TQ SUPPORT CONSTRUCTION

A A reciplent will be required to provide periodic financial reports on the following costs, when such
costs appaar in the approved budget and If such costs meet the criteria for allowability. Each
construction project is to have files that support the following expenditures:

1. Administratlon Expensg. This category includes the cost for adminlstrative expenditures
including such items as travel, legal fees, rental of vehicles and any other expense incurred
in the administration of a construction project.

2. Preliminary Expense. This category includes the cost pentaining to the work of locating,
conducting figld investigations, compling repods of investigation, real estars activitles,
planning and design, surveys and maps, sinking test holes, and other work retjulred prior
to actual construction,

3. Land Structures, Right-gf-Way Thls category includes the costs which are directly
assoclated with the acquisliion of land, existing structures, and related right-of-way.

FEDERAL ASSISTAMCE MANUAL trn



PAGE &

ACCOUNTING FILES AND SUFPORTING DOCUMENTATION

1-95-20A, (Continued)
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10.

11.

12,

Architectural Engingering Bagic: Fees. This catagory includes the basic fees for architactural

and snginearing senicos.

Other Architeciyral Epginegring Fees. This category Includes costs for other architectural

engineeting sarvices such as surveys, tasts, and borings.

Project |nspegtion Fees. This category includes costs for construction monitoring,
inspection and audit fees of construction and related programs.

Land Development. This category includes costs agsociated with the development of land
where the primary purpase of the grant or cooperative agreement is land improvement. Site
work normally assoclated with major construction should be excluded from this categary
and reported as constructlon and project Improvement.

Relogation nges. This category includes costs incurred to provide relocation advisory
assistance, ardd the net amounts for replacement housing {last resorth, Do not Inciude
amounts needed for relocation administration expenses; these amounts should ba included
In Adeninistrative Expense.

Relocation Payments to Individuals and Business. This category includes costs for
relocation payments made by the recipient to displaced persons. farms, business concerns
and nonprofit srganizations.

molition and_Aermagval. This catagory includes costs for gross salaries and wages of
empioyees of the recipient who will be directly engaged in performing demalition ar remgval
of structures from developed land. This category Includes the cost of demoittion or removal
of improvements on developed iand urder & third-party contract. Reduce the costs on this
lire by the amount of expected proceeds from the sale of salvage.

Constructlon and Project improvement. This category includes costs for the actual

construction of, addition to, or restoration of a facility.

Equipment. This category includes costs for equipmant both fixed and movable exclusive
of equipment used for construction. For exampla, include amounts for permanently
attached {aboratory tables, buit-in audio visual systems, movable desks, chairs, and
laboratory aquipment.
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1-95-2¢ {Continued)

13. Miscellanegys. This category includes constructicn-related costs for items not specifically
mentioned above. Rsaport Indirect costs on this line.

14. Estimated Income. This category is to include tha amount of the program Income that was
aarned durng the grant or cooperative agreemant pariod and applied to the construction
praject.

B. Suppotting Documents

Personnel costs must be based on payrolis that have been dosumented and approved. Travel
expenditures must be supporied by evidence showing that travel costs were propery authorized,
as well ag a statement of sxpenses submitted by the traveler. Other expenditures must be supported
ty contracts, receiving reports, purchase reqguisitions and vendor's invoices.
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