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FEDERAL AVIATION ADMINISTRATION

SUBJECT:

ACCOUNTING RECORDS GUIDE FOR AIRPORT AID PROGRAM SPONSORS

1.

PURPOSE. This advisory circular sets forth recordkeeping requirements
imposed on sponsors of Airport Development Aid Program (ADAP) and the
Planning Grant Program (PGP) projects by the Airport and Airway Development
Act of 1970, as amended. 1In addition, the Federal Aviation Regulations
(FARs) require a sponsor to establish and maintain a financial management
system that meets the standards set forth in FAR 152, Appendix K. This
circular provides detailed explanations of these requjremgnts,w}_n e

CANCELLATION. AC 150/5100-10, Accounting Records Guide for Airport
Development Aid Program Sponsors, dated 5/15/72, is cancelled. - ‘

MAJOR CHANGES. AC 150/5100-10 was revised to incorporate the amendments
to FAR 152 that became effective on July 1, 1974. These amendments
resulted from implementation of Federal Management Circular 74-7 (formerly
Office and Management and Budget Circular A-102), "Uniform administrative
requirements for grants-in-aid to state and local governments." In
addition, guidance for PGP sponsors was added.

EXPLANATORY INFORMATION. This circular cannot be sufficiently comprehen-
sive to cover all possible situations that may arise. Accordingly, a
sponsor should not hesitate to request such additional information as is
necessary relating to recordkeeping requirements, financial management
Systems, project costs, or documentation by contacting the appropriate
FAA Airports field office. The FAA Airports field office will arrange
for an FAA auditor to provide the sponsor with the needed information.

AC 150/5000-3, Address List for Regional Airports Divisions and Airports
District Offices, current edition, contains the addresses of the Regional
Airports Divisions and Airports District Offices.

ALLOWABLE COSTS. Allowable costs are described in Part 152 of the FAR
and the individual grant agreements. The determination of costs allow-
able under each grant is based upon the recommendations of the designated
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Airports representative and a final decision by the Regional
Director or his designee. The general guidelines relating to
allowable costs contained in this guide are intended to identify
the types of costs which, under certain circumstances, could be
considered to be allowable project costs. In the event of a con-
flict, the regulations and grant agreements will serve as a basis
for determining allowable project costs,

APPLICABILITY. This circular contains information that is of

interest to both ADAP and PGP sponsors. ADAP sponsors should pay
particular attention to Chapters 1 through 7. Chapters 1, 2, 5,
and 6 relate to PGP sponsors.

WILLIAM V., VITALE
Director, Airports Service
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CHAPTER 1. GENERAL

1. PURPOSE. This advisory circular sets forth detailed explanations of
requirements for financial management systems, accounting records, and/or
data necessary to support payments to sponsors under the Airport Develop-
ment Aid Program (ADAP) and the Planning Grant Program (PGP).

2. RECORDKEEPING REQUIREMENTS.

a. Sponsor's Assurance. Section 18 of the Airport and Airway Development
Act of 1970, as amended, (hereinafter referred to as the Act) states
that as a condition precedent to his approval of an airport develop-
ment project, the Secretary of Transportation shall receive assurance
in writing that: ‘

":... (7) all project accounts and records will be kept in

accordance with a standard system of accounting prescribed

by the Secretary after consultation with appropriate public
agencies; ,..." '

b. Access to Records. Regarding ADAP and PGP grants, Section 26(a) of
the Act provides as follows:

".... RECORDKEEPING REQUIREMENTS.--Each recipient of a grant
under this part shall keep such records as the Secretary may
prescribe, including records which fully disclose the amount
and the disposition by the recipient of the proceeds of the
grant, the total cost of the plan or program in connection
with which the grant is given or used, and the amount and
nature of that portion of the cost of the plan or program »
supplied by other sources, and such records as will facilitate
effective audit."

3. AUDIT REQUIREMENTS. Audit requirements relating to ADAP/PGP grants are
stated in Sections 26(b) and (¢) of the Act as follaws: .

"(b) AUDIT AND EXAMINATION.--The Secretary and the Comptroller
General of the United States, or any of their duly authorized
representatives, shall have access for the purpose of audit
and examination to any books, documents, papers, and records

of the recipient that are pertinent to grants received under
this part.

"(c) AUDIT REPORTS.--In any case in which an independent audit

is made of accounts of a recipient of a grant under this part
relating to the disposition of the proceeds of such grant or ,
relating to the plan or program in connection with which the grant
was given or used, the recipient shall file a certified copy of

such audit with the Comptroller General of the United States not ,
later than six months following the close of the fiscal year for which

Chap 1
Par 1 ’ Page 1
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the audit was made. On or before January 3 of each year the
Comptroller General shall make a report to the Congress describing
the results of each.audit conductéd or reviewed by him under this
section during the preceding fiscal year. The Comptroller General
shall prescribe such regulations as he may deem necessary to carry
out the provisions of this subsection."

4. FINANCIAL MANAGEMENT SYSTEM. Under FAR 152.63(a) and 152.143(e), each
sponsor is required to establish and maintain a financial management
system that meets the standards of FAR 152, Appendix K. These standards
are discussed in Chapter 2.

5. ACCOUNTING RECORDS. To fulfill the statutory and regulatory requirements
mentioned in paragraphs 2 and 4, each sponsor is required to establish and
maintain, for each individual project, an adequate accounting record which
will allow FAA representatives to determine the allowability of all costs
incurred for the project. Such'records are an integral part of the
sponsor's financial management system and are described in Chapter 2.

6. RECORDS RETENTION.

a. Documentary Evidence. Each sponsor shall obtain and retain, for a
period of three (3) years after the date of the submission of the
final expenditure report, documentary evidence such as invoices, cost
estimates, payrolls, appraisal reports and negotiation documents
relating to land acquisitions, etc., supporting each item of project
costs.

b. Evidence of Payment. Each sponsor shall retain, for a period of
three (3) years after the date of the submission of the final
expenditure report, evidence of all payments for items of project
costs including vouchers, canceled checks or warrants, and receipts
for cash payments.

c. Availability of Sponsor's Records. The sponsor shall allow the
Administrator and the Comptroller General of the United States, or an
authorized representative of either of them, access to any of its
books, documents, papers, and records that are pertinent to grants
received under the ADAP/PGP program for the purposes of accounting
and audit. Appropriate FAA personnel may make progress audits at
any time during the project, upon notice to the sponsor. o

d. Availability of Contractor's Records. The sponsor shall include in
each contract of the cost reimbursable type a clause which allows the
FAA or the Comptroller General access to the contractor's records for
purposes of accounting and audit.

e. Unresolved Audit Findings. If audit findings have not been resolved,
records shall be retained until such findings have been resolved.

' Chap 1
Page 2 Par 3
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f. Nonexpendable Property Records. Records for nonexpendable property
which was acquired with Federal funds shall be retained for three
years after final disposition of the property.

7. ADAP PROJECT COSTS.

a. General. Project costs for ADAP projects consist of any costs involved
in accomplishing a project, including those of:

(1) Making field surveys.

(2) Preparing plans and specifications.

(3) Accomplishing or procuring the accomplishing of the work.
€)) Supefvising and inspecting construction work.

(5) Acquiring land or an interest therein, or any easement through
or other interest in airspace.

(6) Providing relocation payments and services required by the
Uniform Relocation Assistance and Real Property Acquisition
Policies Act of 1970.

(7) Meeting the requirements of FAR 152.73 in affording an opportunity
for a hearing and conducting a hearing.

(8) Administrative and other incidental costs that are incurred
specifically in connection with accomplishing a project, and
that would not have otherwise been incurred.

(9) safety and security equipment required by rule or regulation.
b. Allowable ADAP Project Costs. To be an allowable project cost, for

the purposes of computing the amount of the grant, the cost of an item
that is paid or incurred must, in the opinion of the Administrator:

(1) Have been necessary to accomplish airport development in
conformity with the approved plans and specifications for an
approved project and with the terms and conditions of the grant
agreement for the project;

(2) Be reasonable in amount (or be subject to partial disallowance
to the extent the Administrator determines it is unreasonable in
amount) ;

(3) Have been incurred after the date the grant agreement was executed,
except that the ‘costs of land acquisition, field surveys, -planning,
preparing plans and specifications, and administrative and inciden-
tal costs, may be allowed even though they were incurred after that
date, if they were incurred after May 13, 1946;

Chap 1
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(4)
(3)

(6)

Be supported by satisfactory evidence;

Have not been included in any airport planning grant or previous
development grant project; and

Be a direct cost determined in accordance with the cost principles
contained in Appendix J to FAR 152.

c. Unallowable ADAP‘Costs. The costs described in paragraph 7a including

the value of land, labor, materials, and equipment donated or loaned
to a sponsor and appropriated to the project by the sponsor, are
eligible for consideration as to their allowability, except for:

(1)

(2)

(3)

(4)

)

That part of the cost of acquiring an existing private airport

‘that represents the costs of acquiring passenger automobile

parking facilities; buildings to be used as hangars, living
quarters, or for nonairport purposes at the airport; and those
buildings or parts of buildings the construction of which is not
airport development within the meaning of FAR 152.41(a);

The tost of materials and supplies owned by the sponsor or
furnished from a source of supply owned by the sponsor, if:

(a) Those materials and supplies were used for airport
development before the grant agreement was executed; or

{b) The cost is not supported by proper evidence of quantity
and value;

The cost of nonexpendable machinery, tools, or equipment owned by
the sponsor and used under a projegt/by the sponsor's force
account, except to the extent of the fair rental value of that
machinery, tools, or equipment for the period it is used on the
project;

The cost of general area, urban, or statewide planning of airports,
as distinguished from planning a specific project; '

Any cost incurred in connection with raising funds by the

sponsor, including interest and premium charges and administrative
expenses involved in conducting bond elections and in selling
bonds.

8. PGP PROJECT COSTS. To be an allowable project cost for the purpose of

figuring the amount of a grant, an item that is paid or incurred must,
in the opinion of the Administrator:

a. Have been necessary to accomplish airport planning in conformity with
an approved project and with the terms of the grant agreement.

Page &4
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b. Be reasonable in amount.

c. Have been incurred after the date the grant agreement was entered
into, except for substantiated and reasonable costs incurred in
designing the study effort.

d. Be supported by satisfactory evidence.

e. Be figured in accordance with the cost principles contained in
FAR 152, Appendix J.

90-190 RESERVED.

Chap 1
Par 8 Page 5 (and 6)
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CHAPTER 2. FINANCIAL MANAGEMENT SYSTEMS

20. SCOPE OF CHAPTER. This chapter lists the standgrds for financial
management systems as contained in FAR 152, Appendix K, discusses FAA's
interpretation of the standards, and provides additional information for
use of sponsors.

21. ACCURATE, CURRENT AND COMPLETE DISCLOSURE.

a. Standard. Each sponsor financial management system shall provide
for accurate, current, and complete disclosure of the financial
results of each grant program in accordance with Federal reporting
requirements. When a Federal grantor agency requires reporting on
an accrual basis and the sponsor's accounting records are not kept
on that basis the sponsor should develop such information through
an analysis of the documentation on hand or on the basis of best
estimates.

b. Federal Reporting Requirements.

(1) Accrual Basis. All financial reports are required to be submit-
ted on the accrual basis.

(2) Report of Federal Cash Transactions, FAA Form 5100-62. When

funds are advanced to an ADAP/PGP sponsor, this report is
required to be submitted within 15 working days following the
end of each quarter.

(3) Financial Status Report, FAA Form 5100-63. This report is
required for PGP projects only and is to be submitted at the
completion of the project or annually when the project is
performed for a period longer than one year.

(4) Application for Grant Payment. FAA Form 5100-60, Outlay Report

and Request for Reimbursement for Construction Program, or FAA
Form 5100-61, Request for Advance or Reimbursement, provides a
detailed breakout of costs incurred by the sponsor. ADAP
sponsors could use both of these forms. PGP sponsors, however,
would use only Form 5100-61.

c¢. Program Income. Program income may include, but will not be limited
to, interest income, service fees, sale of commodities, usage or
rental fees, and sale of assets purchased with grant funds.

(1) Interest income. Sponsors that are units of local governments
shall return all interest earned on advances on grant-in-aid
funds to the Federal Government.

Chap 2
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(2) All other program income. FAR 152.71(a) states that all other

program income (gross income) earned by grant-supported

_ activities during the grant period shall be retained by the spon-
sor and, in accordance with the grant agreement, (a) added to funds
committed to the project by the FAA and the sponsor and used to
further eligible program objectives, or (b) deducted from the
total project cost for the purpose of determining the net costs
on which the Federal share of costs will be based. ‘

d. Interpretation. This standard relates to the adequacy of the accounting
system for accumulating and reporting program income and costs on a
project basis. Separate records relating to project costs and program
income that a sponsor is required to establish and maintain are
described in paragraphs 2le, 21f, and 21g. However, any accounting
and reporting system that satisfies the standard is acceptable.

e. Project Cost Records for ADAP Sponsors. Each sponsor shall establish
and maintain project cost records in the classifications listed below.
Subsidiary records may be maintained as needed.

(1) Administrative expense includes such things as advertising,
materials and supplies, certain legal fees, travel, and other
administrative expenses. Such items are discussed in greater
detail in Chapter 6. :

(2) Preliminary expense includes amounts pertaining to the work of
locating and designing, making surveys and maps, sinking test
holes, and all other‘work required prior to actual construction.

(3) land, structures, and right-of-ways. This category includes all
amounts directly associated with the acquisition of land, exist-
ing structures, and related right-of-ways, and incidental costs.
See Chapter 3.

(4) Architectural engineering basic fees. Self-explanatory.

(5) Other architectural engineering fees. This account should not
include amounts recorded in paragraph 2le(4) above. See Chapter 5.

(6) Project inspection fees include supervigion, inspection, and audit
fees of construction and related programs.

(7) 1land development costs represent all amounts associated with the
development of land where the primary purpose of the grant is land
improvement. The amount pertaining to land development normally
associated with major construction should be excluded from this
category and recorded under paragraph 2le(11).

Chap 2
Page 8 Par 21



4/13/76 AC 150/5100-10A

(8) Relocation expense includes amounts used to provide relocation
advisory assistance and net costs of replacement housing (last
report). The amounts needed for relocation administrative
expense should be included as part of administrative expense
(see paragraph 2le(l)). See Chapter 7.

(9) Relocation payments to individuals and businesses consist of
~ amounts paid to displaced persons, farms, business concerns,
and nonprofit organizations. See Chapter 7.

(10) Demolition and removal consists of gross salaries and wages of
employees of the sponsor and payments to third party contractors
directly engaged in performing the demolition or removal of
structures from developed land. All proceeds from the sale of
salvage or the removal of structures should be credited to this
account, thereby reflecting the net amounts.

(11) Construction and project improvement cost includes those amounts
associated with the actual construction of, addition to, or
restoration of a facility. Also, include in this category the
amounts for project improvement such as sewers, streets, land-
scaping, and lighting. Such amounts result from both sponsor's
force account and contractual construction. See Chapter 4.

(12) Miscellaneous cost consists of all items not specifically mentioned
above.

f. Program Income Records. Any records that identify program income by
project are acceptable.

(1) land credits may include, but are not limited to, (a) sales of
crops, timber, excess land, or buildings/structures, and/or (b)
revenue from lease of nonairport improvements or other assets
temporarily rented pending sale, disposal or removal.

(2) Other items include, but are not limited to, (a) sales tax refunds,
(b) liquidated damages, and (c) interest on advances received
from FAA.

8. Project Cost Records for PGP Sponsors.

Such records shall furnish direct and indirect cost information for each
planning project in the following classifications: (1) third party
contract costs, (2) force account costs - labor, materials, overhead,
etc., and (3) administrative costs.

Chap 2
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h.

Statement and Distribution of ADAP Project Costs and Cost Credits,
Appendix 1. Each ADAP sponsor shall prepare a Statement and
Distribution of ADAP Project Costs and Cost Credits or its equivalent
to record project cost and cost credits for each individual project.
Columns provide space for recording the date, payee, check number,
voucher number, amount, and a distribution of project costs. Cost
credits are recorded as reductions of project costs. This worksheet
should be available at the time of the 3Zudit by' FAA representatives..

Statement and Distribution of PGP Project Costs, Appendix 2. Each
PGP sponsor shall prepare a Statement and Distribution of PGP Project
Costs or its equivalent to record project costs for each individual
project. Columns provide space for recording the date, payee, check
number, amount, voucher number, and a distribution of project costs.
This worksheet should be available at the time of audit by FAA
representatives.

22. SOURCE AND APPLICATION OF FUNDS.

a.

b.

. Standard. Each sponsor shall maintain records which identify

adequately the source and application of funds for grant-supported
activities. These records shall contain information pertaining to
grant awards and authorizations, obligations, unobligated balances,

assets, liabilities, outlays, and income.

Interpretation. Source of funds would include (1) the sponsor's
matching share, (2) reimbursements or advance payments by FAA, and
(3) revenue generated from land uses or other grant-related activi-
ties. Application of funds relates to obligation/expenditures for
eligible project work covered by the grant agreement.

23. CONTROL AND ACCOUNTABILITY.

a.

Page 10

Standard. Each sponsor shall maintain effective control over and
accountability for all funds, property, and other assets. Sponsors
shall adequately safeguard all such assets and shall assure that
they are used solely for authorized purposes.

Requirements. The sponsor is required to establish and maintain a
property management system for the utilization and disposition of
property furnished by the Federal Government or acquired in whole
or part with Federal funds. Such system must be in accordance with
the property management standards contained in FAR 152, Appendix L.
(See Appendix 3.)

Chap 2
Par 21



4/13/76

24,

a.

b.
25.

a.

b.
26.

a,

b.
27.

a.
Chap 2
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Interpretation. Fund control is covered by the standard discussed

in paragraph 22. Regarding control over and accountability for
property and other assets, land, improvements, and bulk materials
acquired with grant funds would usually be the only covered property
or assets for ADAP projects. Under certain circumstances, there may
be specialized equipment for PGP projects.

BUDGETED AMOUNTS .

Standard. Each sponsor's system shall provide for comparison of
actual with budgeted amounts for each grant. Also, the system should
show the relation of financial information with performance or
productivity data, including the production of unit cost information
whenever appropriate and required by the grantor agency.

Interpretation. The budgeted amount would be the estimated costs
shown in the the project application.

DISBURSEMENT PROCEDURES.

_Standard. Each sponsor shall establish procedures to minimize the

time elapsing between the transfer of funds from the U,S. Treasury
and the disbursement by the sponsor, whenever funds are advanced by
the Federal Government. When advances are made by a letter-of-credit
method, the sponsor shall make drawdowns from the U,S, Treasury
through his commercial bank as close as possible to the time of
making the disbursements.

Interpretation. This standard would only apply when funds are
advanced to a sponsor by Treasury check or by letter-of-credit.
The sponsor's system should provide for disbursement within five
working days after receipt of Federal funds.

PROJECT COSTS.

Standard. Each sponsor shall establish procedures for determining
the allowability and allocability of costs in accordance with the
provisions of FAR 152.47, FAR 152.137, and FAR 152, Appendix J, as
appropriate. (See Appendix 4.)

Interpretation. This standard relates to the standard discussed in
paragraph 21 concerning the need for adequate cost accounting records.
When indirect costs under PGP are claimed, the system should provide
for the records considered necessary to support the cost allocation
plan mentioned in FAR 152, Appendix J, Part I, Section J.

SOURCE DOCUMENTATION,

Par 23

Standard. The system shall provide accounting records which are
supported by source documentation. ‘

Page 11
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b. Requirements. All payments of ADAP/PGP project costs must be sup-

ported by satisfactory evidence of payment and sufficient documentary
evidence to show that work or services were performed or supplies
were received. Each document shall contain the ADAP/PGP project
number. Requirements for more specific documentation are contained
in Ghapters 3 through 7.

(1) Disbursements. All payments of project costs shall be by check

(2)

or if made by cash must be supported by receipts.

(a) All disbursements shall be supported by the original invoice

and canceled check, or cash receipt. The check number shall

be cross-referenced on the invoice and the invoice and
project numbers shall be cross-referenced on the check.
The invoices should be rendered on preprinted stationery
or invoice from the vendor, stating the vendor's name and
address and details of the billing or the sponsor may wish
to request the vendor to submit his invoice on a standard
claim form. Statements for professional services must
clearly indicate the exact nature of the services, the
period or hours involved, the hourly rate, and dates on
which services were rendered. Statements for material
and supplies shall show the date on which the items were
contracted for or delivered and a detailed description

of the items covered by the statements, showing the units
and prices applicable.

(b) Statements of services or items furnished under formal
contracts should make reference to the original contract,
the date, and the applicable sections under which the
costs were incurred. A detailed computation of the total
amounts earned to date shall be shown deducting any
previous payments made to date arriving at a balance due
and payable.

Verification. All invoices submitted by vendors for payment

under a formal contract should be verified by the sponsor with

‘the original document on which receipt of materials or services

was acknowledged to insure that the services or materials
quantities, and requirements are in agreement. As statements
and invoices are received, checked, and approved for payment,
they shall be kept in an unpaid file. The sponsor's accountant
or designated person shall verify payment with the project

cost recorded on the Statement and Distribution of ADAP Project
Costs and Cost Credits or Statement and Distribution of PGP
Project Costs, as appropriate, to insure that they are in
agreement,

c. Interpretation. The standard is explained in paragraph 27b.

Page 12
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8. AUDITS.

a. Standard. Each sponsor shall provide audits t be made by the
sponsor or at his direction to determine, at a minimum, the fiscal
integrity of financial transactions and reports, and the compliance
with laws, regulations, and administrative requirements. The sponsor
will schedule such audits with reasonable frequency, usually annually,
but not less frequently than once every two years, considering the
nature, size, and complexity of the activity. 1In addition, the
sponsor shall establish a systematic method to assure timely and
appropriate resolution of audit findings and recommendations.

b. Requirements. Each sponsor is requlred to prov1de perlodlc audits
to determine the financial integrity of its transactions and reports.
In addition, each sponsor is responsible for audit of all cc.. reim-
bursable type contracts.

c. Interpretation. Audits may be performed by state auditors, sponsor's
internal audits, or the sponsor's independent public accountants.
It is desirable that such audits be performed in accordance with the
audit standards promulgated by the Comptroller General of the United
States in the publication entitled, '"Standards for Audit of Government
Organizations, Programs, Activities, and Functions."

29. REVIEWS OF SPONSOR'S FINANCIAL. MANAGEMENT SYSTEM.

a. Responsibility for Reviews. FAA auditors are responsible for
establishing procedures to determine if sponsors comply with the
standards mentioned in paragraphs 21 through 28.

b. Types of Reviews. FAA review of sponsors may be accomplished by using
one or more of the following techniques, but they are not limited to
those listed: (1) audits made by Federal auditors (DOT or other
Federal) at completion of a prior grant; (2) annual evaluation made
by DOT elements of sponsor technical, financial, and administrative
procedures; (3) special system surveys made by Federal auditors or
independent public accountants prior to grant awards; and (4) audits
made by the sponsor or required by the sponsor which are made in
accordance with guidelines listed in the General Accounting Office
booklet entitled "Standards for Audit of Governmental Organlzations,
Programs, Activities and Functions."

c. FAA Review Requirements.

(1) Grants Awarded After June 30, 1974. FAA will review the financial
management systems of sponsors who are receiving their first FAA
grant award after Jume 30, 1974, prior to making the award when-
ever possible but in no event will this review take place later
than six months following the date on which the grant agreement
was signed. Subsequent to this initial review, financial manage-
ment systems will be reviewed as directed in paragraph 29c¢(2) below.

Chap 2 ’
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Page 14

(2) Subsequent Reviews. FAA will review sponsor financial management
systems as often as it is deemed necessary but reviews will be
made at least every 24 months to determine if the sponsor
complies with the standards.

(3) Results of Review. FAA will notify sponsors of the results of
periodic reviews within 30 days of their completion.

Effect of Audit Findings on Grant Payment Procedures. Advance pay-

ments to a sponsor will not be made when the sponsor's financial
management system does not meet the standards of FAR 152, Appendix K.
Reimbursements will be made in lieu of advances when the sponsor's
records are adequate for audit purposes.

Chap 2
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CHAPTER 3. LAND, STRUCTURES, AND RIGHT-OF-WAY COSTS

30. GENERAL. During the land acquisition processes, the sponsor should
accumulate and assemble all papers relating to the acquisition of
specific parcels of land and disposal of any improvements thereon.

This collective data will be necessary for compiling information to

be submitted to FAA and for the audit of claimed land costs. Where
practicable, all documents and correspondence pertaining to a
particular parcel should be accumulated in a file folder for that
particular parcel. This will constitute a chronological record of

all events and costs, from inception to the completed land transaction.

31. BASIC RECORDS. The following documents and records will be required to

support a sponsor's claim for land acquisition costs.

a. Identification of the acquired land:

ay

(2)
3)
4)
()

(6)
€))
(8)
9

Parcel number assigned for the particular ADAP project and
shown on the property map (Exhibit A).

Acreage.
Date acquired.
Name of prior owner.

Type of conveyance, interest acquired, and recorded:
Date Book Page .

Purchase price or claimed value.
Type and value of improvements at date of purchase.
Land credits.

Appraised value and established just compensation.

b. Appraisal reports and evidence of appraisal review. Appraiser's
billings must specify the fee charged for each parcel appraised.

c. Negotiator's agreement if costs are claimed for negotiator's fees.

d. Condemnation documents, where applicable, including petition to
condemn, report of commissioners, stipulation, jury verdict and
final decree (recorded).

Chap 3
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e.

O.

Copy of purchase option and a copy of the closing statement for
each parcel acquired by negotiation. For settlements different
from the approved amount, adequate support for the amount paid
shall be provided.

Original deeds or easements, or certified true copies, showing
recording information.

Record of rental income derived from leasing of structures or
facilities acquired with land.

Record of sales or other dispesition of crops, timber, structures,
or facilities acquired with land.

Plots of subdi§isions, and/or area maps, if these are necessary to
show the location and boundary lines of the several parcels and

‘their relationship, before the taking, to roads, highways, and

adjacent ownerships, also their relationship to the airport
boundary.

Invoices and vouchers to support each item of claimed incidental
land costs, identifying the particular parcel of land to which
each charge relates.

Evidence of all payments, including paid checks or warrants.

Statement of just compensation.

Justification for land costs paid which are significantly above
or below the established just compensation.

Legal fees incidental to land acquisition should identify the
parcel or forimer landowner, the nature of the service, the hours
applied, the dates of services rendered, and the rate per hour.

Record of relocation payments as discussed in Chapter 7.

32. LAND CREDITS. Generally, the amount claimed as a project cost will be

the actual purchase price paid for the land, reduced by credits such
as the following:

Ae

b.

Page 16

Revenue from sale of crops grown in years subsequent to the year
in which the land was acquired.

The value or revenue from sale of timber acquired with land or,

if not sold, its estimated net value except where the timber is to
remain standing for reasons considered valid by FAA, such as sound
absorption, envirommental purposes, etc.

Chap 3
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d.

€.
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Rental revenue earned from the IeaSing of structures acquired with
the land prior to the removal of such structures.

The value of improvements acquired with the land will be determined
on the basis of the use or disp031t10n ‘of such improvements'

(1) Where nonairport improvements have been sold, the net proceeds
from the sale will be deducted from the purchase price to
determine the cost of land for project purposes. Improvements
determined to have '"mo salvage wvalue'" must be accounted for
by letter to the FAA, explaining what disposition was made of
the improvements and the dates of such disposition.

(2) Where nonairport improvements have been leased or operated by
the sponsor prior to their disposal, the net amount received,
including any salvage value, not exceeding the portion of the
purchase price attributable thereto, shall be applied to
reduce acquisition costs.

(3) For improvements which are to remain in place indefinitely,
the portion of the total price which was attributable to such
improvements shall be determlned and deducted from the total
purchase price.

Net proceeds from the sale of portions of acqulred tracts which are
in excess of airport needs.

The value of buildings or facilities acquired with the land which
the sponsor wishes to retain for some nonairport use.

The concept of "net cost of bare land needed for airport purposes"
contemplates that the land will be cleared of nonairport structures
and that the credits resulting therefrom, such as those previously
enumerated, will be applied to reduce the cost of the land.

The cost of excess land cannot be participated in except in cases
where the remaining part is considered to be an uneconomic remnant.
Where the sponsor acquired a tract of land, only a portion of which
is included in ADAP, Federal funds may be used to participate only
in the project portion. Division of the purchase price between ’
project land and nonproject land depends upon the relative values,
usually determinable from analysis of appraisal reports prepared by
qualified appraisers. In those instances where FAA has determined
the specific area of land necessary for airport purposes prior to
appraisal and the sponsor acquires the larger parcel, the appraiser

Page 17
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should be instructed to appraise the values of the project portion
and the excess portion of the parcel separately. In those instances
where the property owner will leave the owner with an uneconomic
remnant, the sponsor will offer to acquire that remnant regardless

of its present or potential estimated fair market value or the fact
that such parcel may have value to a potential purchaser. Full
disclosure of all facts concerning acquisition of excess land should
be made available for review by the FAA Airports District or Regional
Office.

33, INCIDENTAL LAND COSTS. Incidental land costs should be identified with
the applicable land parcel. Incidental costs may include, but are not
limited to the following, depending upon the terms of the purchase or
other agreement between the buyer (sponsor) and seller.

a.

b.

‘Ceo

d.

Page 18

Miscellaneous category includes recording fees, transfer taxes, and
similar expenses incidental to conveying such real property to the
sponsor,

Penalty costs for prepayment of any preexisting recorded mortgage
entered into in good faith encumbering the real property.

Prepaid Real Property Taxes. The pro rata portion of any prepaid
real property taxes which are allocable to a period subsequent to
the date of vesting title in the sponsor or the effective date of
possession of the real property by the spomsor, whichever is
earlier.

Litigation Expenses. The costs discussed below are allowable
after the effective date of the Uniform Relocation Assistance
and Real Property Acquisition Policies Act of 1970.

(1) 1In any condemnation proceeding brought by the sponsor
' to acquire real property, it shall reimburse the owner of any
right, title, or interest in the real property for his reason-
able costs, disbursements, and expenses, including attorney,
appraisal, and engineering fees, actually incurred because
of the proceeding, if -

(a) The final judgment is that the sponsor cannot
acquire the real property by condemnation; or

(b) The proceeding is abandoned by the sponsor.

(2) 1In any inverse condemnation proceeding where the owner of any
right, title, or interest in real property receives an award
of compensation by judgment or settlement, the sponsor
shall reimburse the plaintiff for his reasonable costs, dis-
bursements, and expenses, including reasonable attorney,
appraisal, and engineering fees, actually incurred because of

Chap 3
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the proceeding.

34.-39. RESERVED.
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CHAPTER 4. CONSTRUCTION AND PROJECT IMPROVEMENT COSTS
40. GENERAL. Construction work is performed by one of the following methods:

" a. Contractual. All construction work must be accomplished by contract
unless FAA determines the project or any portion of it can be more
effectively and economically accomplished on a force account basis.

b. Sponsor's Force Account, This involves construction work performed
by the sponsor with its own labor' force or with the labor force of
another public agency. Such work must have the prior written
approval of FAA.

41. CONTRACT CONSTRUCTION. The following documents will be required for the
auditor's examination of claimed construction and project improvement
costs performed under contract:

a. Construction contract and all amendments.

b. Invoices for all work performed including all detailed supporting
data.

c. Evidence of all payments including vouchers, and cancelled checks or
warrants.

d.. Charges for liquidated damages, if any.

e. 1In the case of a cost reimburseble type contract, the sponsor's
audit file, showing scope of examination made by sponsor's auditors
of the contractor's records, and the extent of the sponsor's
verification work performed.

£. 1If the contract results in an overrun or underrun of 25 percent or
more on a bid item that is 10 percent or more of the total contract,
a supplemental agreement with the signature of the surety is required.

g. Record for materials or equipment salvaged under these contracts as
a result of removal or replacement, or removal and storage of
existing facilities and a determination of the value of each item.

h. Sales tax refund information, if applicable.
i. TFinal inspection report showing acceptance of the airport development
performed under the project, and a record of disposition or

correction of all unsatisfactory work, if any.

42. FORCE ACCOUNT CONSTRUCTION. The following information will be required
to support claimed force account construction costs.

Chap &4 -
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a. Labor Costs.

(1) Daily time reports of each employee describing the actual
work performed on. each project, the hourly rate and total hours.

(2) Project account.

(3) Payrolls for each Pay period during which any work was performed
on the project. .

(4) cancelled payroll checks.
(5) Employees' earnings records.

b. Fringe Benefits.

(1)- Payroll tax returns.

(2) Insurance policies, earned premium audits, and applicable
invoices.

(3) Pension plan; actual contribution for each employee if
irrevocably paid.

(4) Recognized holidays.
(5) Vacation and sick leave policy.

¢. Equipment Usage Charges.

(1) Daily equipment operating reports, showing name of operator,
hours operated, and distribution to work orders.

(2) Rates; how derived; whether uniformly charged to all work of
the sponsor; and FAA approval of such charges.

(3) Equipment operating cost accounts.

d. Materials Costs, Vendor's invoices; applicable purchase orders;
freight bills; receiving reports; perpetual inventory records;
method of pricing issues from stores' requisitions; stores' returns;
production cost reports; depletion or royalty expense; weight
tickets; physical inventories; production cost accounts.

43.-49. RESERVED,
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CHAPTER 5. ARCHITECTURAL/ENGINEERING/CONSULTANT COSTS.

50. GENERAL. Architectural/engineering/consultant services for ADAP/PGP
projects are normally obtained by one of the following methods:

a. Contractual. This involves a contractual arrangement with a pro-
fessional architect/engineer/consultant.

b. Sponsor's Force Account. This is work performed by a sponsor's own
employees or employees of another public agency retained by the
sponsor. Sponsor's force account work must have the prior written
approval of FAA. '

51. CONTRACT SERVICES. The following documents will be requiredifor the
auditor's examination of costs claimed for contractual services:

a. Contracts executed after June 30, 1974, shall not provide for
reimbursement on the basis of cost-plus-a-percentage-of-cost
e.g., salary costs times a multiplier and percentage of
construction costs.

b. Invoices for all services billed by contractor, including all
detailed data submitted in support of the charges.

c. In case of a cost reimbursable type contract, the sponsor's audit
file showing scope of examination made by sponsor's auditors of
the contractor's records and the sponsor's determination of actual
direct and indirect costs incurred by the contractor that are
allocable to the project.

d. Evidence of all payments to the contractor, including vouchers,
paid checks or warrants and receipts for cash payments.

52, SPONSOR'S FORCE ACCOUNT.

a. ADAP Projects. For ADAP projects, only direct costs which are
identifiable with the project are eligible for Federal participation.
Prorations of the sponsor's indirect costs (overhead) are not
allowable costs. The same principles as applied to force account
construction (see paragraph 42) will be used in determining that
claimed force account costs were actually incurred.

b. PGP Projects. Force account costs should be accumulated as
described in paragraph 42. In addition, indirect costs, if
claimed by a sponsor, must be supported by a cost allocation
plan as discussed in paragraph 63.

Chap 5
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53. PRORATION OF ENGINEERING COSTS.

a.

54 . -59_0

Page 24

General. Where engineering costs relate to construction items or
————————

quantities both within and without the scope of the ADAP project,
the engineering costs will be allocated to both the eligible and
ineligible work. The engineering costs relating to the ineligible
construction work is not an allowable cost. In addition, proration
of engineering costs may be necessary when eligible items of
construction qualify for differing rates of Federal participation.

Separate Records. Separate time and cost records for engineering
work related to eligible and ineligible construction items should

be maintained, if practicable. When such records are not maintained,
engineering costs generally will be prorated over the entire cost

of ceonstruction to which the engineering services relate.

'RESERVED,
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CHAPTER 6. ADMINISTRATIVE COSTS

60. DIRECT COSTS. Direct costs are those that can be identified specifically
with a particular cost objective. Examples of such costs which are listed
below may apply either £o ADAP or PGP but not necessarily to both.

a. Advertising. Cost of advertising for bids for materials, supplies,
construction work, etc. Advertising and legal notices pertaining
to the sale of bonds are not allowable project costs.

b. Project Formulation Costs. This includes all costs incurred by a
sponsor in preparing, filing, and documenting the project appli-
cation, including such costs as preparing necessary surveys, and the
cost of title,examinatlon. All incidental costs of land acquired
or to be acquired under a grant agreement for landing aids such as
cost of title search, title certification, condemnation, and court
costs and recording costs are not considered project formulation
costs but are considered part of land costs and are e11gib1e for
Federal participation at a higher rate. Costs relating to locating
and designing, making surveys and maps, sinking test holes, and
other work prior to construction should be reported as preliminary
expenses rather than as administrative expense.

c. Attorney Fees. Attorney fees, other than in connection with land
acquisition, are classified as administrative costs. These costs
normally are for legal services related to formulation of the project,
preparation of contract and agreements, legal opinions, and legal
advice associated with the project. If the project description does
not contemplate land acquisition, the legal fees for title opinions
required by FAA are classified as administrative costs.

d. Abstract of Title. 'The project application provides for detail on
property interest in land previously acquired. Title examination
and any curative work necessary are administrative costs incurred in
formulation of the project. If the project description does not
include land acquisition, fees incurred for the title examination
and related work are classified as administrative costs.

e. Materials gnd Supplies. Materials and supplies used in the
administration of the project are allowable if actual costs are
‘established. Office supplies requisitioned from stock may be
allowed provided the claim is predicated on actual cost. Items
purchased specifically for the project will be allowed provided the
quantity purchased is not in excess of the amount necessary for the
project.

£f. Stenographic, Clerical and Accounting. Time devoted to the project
by the sponsor's regular employees is an eligible project cost.
Records must be maintained for the distribution of payroll time,
showing actual time devoted to the project, and the type of work
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in which the employee was engaged. Administrative costs representing
a part of the salaries of secretarial and clerical employees are not
eligible costs unless:

(1) They represent specific work performed.

(2) The nature of the work is stated.

3) It is‘disclosed how the services contributed to the accomplish-
ment of the project.

g. Telephone and Telegraph. Long distance telephone calls and other
types of telephone services, and telegrams, must be properly
supported to assure that the subject matter pertains specifically
‘to the project.

h. Postage. Postage costs claimed must have adequate supporting
detail to be an allowable cost (purpose and to whom).

i. Travel. Travel expenses of the sponsor's employees. Claims must be
’ ‘supported in detail and indicate that travel was for the project
and was essential.

61. . REQUIREDVDOCUMENTAILON FOR DIRECT COSTS.

a. Advertising for Bids. The publisher's invoice supported by an
"Affidavit of Publication."

b. Attorney Fees. The attorney's invoices, describing the services
performed and relationship to the project, the date performed,
time devoted and the rate per hour or day.

c. Other Administrative Costs. Salaries, postage, toll calls,
travel expense and the like must be substantiated by records of
dates, purpose and necessity, readily susceptible to audit
verification.

d. Evidence of Payment. Invoices or claims and canceled checks or
warrants and receipts for cash payments. ,

62.4 INDIRECT COSTS. Indirect costs which are defined in FAR 152, Appendix
J, Part I, Section F, are not allowable costs for ADAP projects. Under
certain conditions, such costs may be allowable under PGP if they are
supportable by cost allocation plans.

63. REQUIRED DOCUMENTATION FOR INDIRECT COSTS. This paragraph provides.
procedures/guidelines for handling cost allocation plans required of
sponsors under FAR 152, Appendix J, Part I, Section J.

Page 26 Chap 6

Par 60



4/13/76 AC 150/5100-10A

a. Definitions.

(1) Cost allocation plan refers to a document that identifies,
accumulates, and distributes allowable indirect costs under
grants and contracts and identifies the allocation methods
used for such distribution.

(2) Grantee agency means any 'department or agency of a state or
local government.

(3) Consolidated statewide cost allocation plan covers the
distribution of the cost of central state support services
provided to state grantee agencies. .

(4) . Indirect cost rate proposal covers the distribution of the,
indirect costs within an individual grantee or contractor
agency, including the costs of services allocated to it under
the consolidated statewide cost allocation plan, to all work
performed by that agency.

.(5) Consolidated local government-wide cost allocation lan covers
the distribution of the cost of central support services
provided to local government agencies.

(6) Indirect cost proposal covers the distribution of the indirect
costs within an individual grantee agency, including the costs
of services allocated to it under the consolidated local
govermment-wide cost allocation plan, to all work performed
by that agency.

b. Preparation of Cost Allocation Plans.

(1) State Agencies. Cost allocation plans and indirect cost rates
should be prepared in accordance with the instructions
contained in Department of Health, Education, and Welfare
(HEW) publicationi0ASC-6, entitled, "A Guide for State Govern-
ment Agencies - Establishing Cost Allocation Plans and Indirect
Cost Rates for Grants and Contracts with the Department of
Health, Education, and Welfare."

(2) Local Govermments. Consolidated local govermment-wide cost
allocation plans and indirect cost proposals should be prepared
in accordance with instructions contained in HEW publication .
OASC-8, entitled, "A Guide for Local Government Agencies -
Establishing Cost Allocation Plans and Indirect Cost Proposals
for Grants and Contracts with the Federal Government.

Chap 6
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3)

Availability of HEW Publications. The publications mentioned

in paragraphs 63b(l) and (2) may be purchased for a nominal
charge from the Superintendent of Documents, U. S. Government

Printing Office, Washington, D. C. 20402.

Requirements for Submission of Plans.

¢

(2)

3)

%)

Consolidated Statewide Cost Allocation Plan.

(a) Time for Submission. A statewide plan must be submitted
annually, within 'six months after the last day of the
state's fiscal year.

(b) Effects of Untimely Submissions. Awards made after a
statewide plan becomes due will not provide for the recovery
of statewide indirect costs. Any statewide indirect costs
claimed against awards already made will be subject to
disallowance.

Indirect Cost Rate Proposal.

(a) Time for Submission. An annual indirect cost rate provosal
must be submitted within four months after statewide cost
allocation plan has been approved by the Department of
Health, Education, and Welfare.

(b) Effects of Untimely Submissions. Awards made after a
proposal becomes due will not provide for the recovery
of indirect costs for the period of delinquency and
indirect costs claimed against awards already made will
be subject to disallowance.

Consolidated Local Govermment-wide Cost Allocation Plan. A
local Govermnment-wide plan must be prepared annually for each
fiscal year in which -Federal grants and contracts are performed.
Such plan will not normally be submitted for prior-Federal
approval unless specifically requested to do so by the cognizant
Federal agency. The plan must be retained by the local govern-
ment for subsequent-Federal audit.

Indirect Cost Proposal. The indirect cost proposal must be
developed annually by the local govermment department. Such
proposal should be retained by such department and be made
available for audit review.

Responsibilities for Approval of Cost Allocation Plans. 'A listing

has been prepared to reflect the agreements reached by the inter- ‘
agency committee assigning the audit and negotiation responsibilities
to Frederal agencies.
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(1)

(2)

3

(4)

"~ AC 150/5100-10A

Consolidated Statewide Cost Allocation Plan. HEW has been
assigned responsibility for negotiation, approval, and audit

- of cost allocation plans submitted to it by the states covering

central support services provided to state grantee departments.

Indirect Cost Rate Proposal. At theigrahtee department level
in a state, a single Federal agency will have responsibility

similar to that set forth in a. above for the negotiation,

approval, and audit of .indirect cost rate proposals. FAA is
the cognizant Federal agency for the department of aeronautics or
similar state organizational elements.

Consolidated Local Govermment-wide Cost Allocation Plan. These
plans will be retained at the local govermment level for

‘subsequent audit by a designated Federal agency except in

those cases where that agency requests that cost allocation
plans be submitted to it for negotiation and approval,

Indirect Cost Proposal. At the grantee departmental level of
local governments, the Federal agency with the predominant
interest in the work of the grantee department will be respon-
sible for necessary negotiation, approval, and audit of the
indirect cost proposal. '

Approval of Cost Allocation Plans within FAA.

(1)

(2)

3

Approval Office. Regional directors have been delegated
authority to negotiate, approve, and audit cost allocation
Plans for those state and local govermnments for which the
administration is the cognizant Federal agency and which
fall within his region. This authority may be redelegated
to the chief, audit division.

Assistance by Regional Auditors. Regional auditors are
responsible for assisting the approval official in the
negotiation, audit, and approval of cost allocation plans,

Submission Requirements. In seeking approval of such plans,
state agencies which are under FAA audit cognizance should
submit their indirect cost rate proposal directly to the
appropriate regional director. When justified, an extension
of the time requirements for submission of indirect cost
rate proposals (paragraph 63c(2)) may be approved by the
regional director or his designee.
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f., Sample Formats.

(1) State Agencies. Section IV of HEW publication OASC-6 contains
(a) sample cost allocation plan formats, (b) suggested bases
for cost distribution, (c) sample negotiation agreements, and
(d) related material.

(2) Local Governments. Section III of HEW publication OASC-8

contains essentially the same tvpe of information described in
(1) above for local governments.. ‘

64.-69. RESERVED.
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CHAPTER 7. RELOCATION ASSISTANCE COSTS

70. GENERAL, Each sponsor shall keep a record of the following general
information concerning the project. '

a. Project and acquired land parcel identification.

b. Name and address of each displaced person and his new address and
telephone number, if available.

c. Name of sponsor employee who offers relocation assistance.
71. DISPLACEMENTS FROM DWELLINGS. Each sponsor shall keep a separate

record/file containing the following information for each individual
or family displaced from a dwelling in comnection with the project.

a. General.
(1) Number in family or number of individuals.
(2) Type of dwelling and number of rooms.
(3) Fair market value of acquired dwelling or monthly rent.

(4) Dates of all personal contacts made with each displaced
person.

(5) Date each displaced person is given notice of relocation
payments and services.

(6) Whether the offer of assistance is declined or accepted, and
the name of the individual who accepts or declines the offer.

(7) Date each displaced person is required to move.
(8) Date of actual relocation, and whether relocation was
accomplished with the assistance of the sponsor concerned,

other agencies, or without assistance.

(9) Evidence that the displaced person has relocated into a
decent, safe, and sanitary dwelling.

(10) Type of tenure held by each displaced person before and after
relocation.

b. Moving Expenses.

(1) The date the personal property is moved, and the original and
new locations of the personal property.

Chap 7
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(2) 1I1f the persbnél property is stored temporarily:

3)

&)

3G

“(a) The place of storage;

(b) The duration of storage; and
(c) A statement as to why storage is necessary.

An account of all moving expenses that are supportéd by
receipted bills or similar evidence of expense.

Amount of reimbursement claimed, amount allowed, and an

explanation of any difference.

If paymeént is based upon schedule, paragraphs 7IB(Z), (3),
and (4) are not necessary. The files should indicate the
basis for the moving expense payment.

c. Replacement Housing Payments.

¢
(2)
3)
(%)

(5)

(6)

The date the application for payment is received.
The date application for payment is approved or rejected.
Data substantiating the amount of payment.

If replacement housing is purchased, a copy of the closing
statement indicating the purchase price, down payment, and
incidental expenses.

Whenever a rental payment is made by annuél installment, a
statement confirming that the tenant still occupies a decent,
safe, and sanitary dwelling.

A copy of the Truth in Lending Statement, or other data,
including computations, that confirm the increased interest

payment.,

72. DISPLACED BUSINESSES/FARM OPERATIONS. Each sponsor shall keep a sep-

arate record/file of the following information concerning each business
displaced in ccnnection with the project.

a. General.

(1)

Page 32

Type of business,
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b.

(2)

3)

'AC 150/510C-10A

Whether or not it was relocated. If relodated, distance
moved. '

Data supporting a determination that the business cannot be re-
located without a substantial loss of its existing patronage
and that it is not part of a commercial enterprise having at
least one other establishment not being acquired by the
sponsor., This also pertains to farm operatioms.

Moving Expenses.

1)
(2)

Similar information as described in paragraph 71b.

In the case a business or farm operation that receives

-a fixed allowance in lieu of moving expenses, data

underlying the computation of such payment.

73. RELOCATION ASSISTANCE ADVISORY SERVICES.

a. General. Relocation assistance advisory services may be provided
* by employees of the sponsor or by contract with any qualified
individual, firm, association, corporation, or another State or
local govermment agency.

Contractual Services. The following documentation will be required

to support a sponsor's claim for reimbursement for relocation
assistance advisory services performed by a contractor,

1
(2)

3)

&)

A copy of the contract and all amendments.

Invoices for all services rendered including detailed
supporting data.

Evidence of all payments including vouchers and canceled
checks or warrants.

If the contractor pays moving expenses or replacement housing
payments to displaced persons, the documentation described
in paragraphs 70, 71, and 72 is required.

c. Services Provided by Sponsor. When the relocation assistance

Chap 7
Par 72

advisory services are provided by the sponsor's employees, the
following documentation will be required.

(1) Labor costs and fringe benefits. The documentary evidence

contained in paragraph 42a and 42b is applicable.
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(2) Materials costs. See paragraph 42d.

(3) Other costs such as space, telephone service, postage,
advertising, etc. Documentation for such costs should include:
invoices, vouchers, canceled checks or warrants.

74. LAST RESORT HOUSING.

a. General. When it is determined that adequate replacement housing is
not available, the sponsor, with FAA approval, may take such action
to provide such housing.

b. Documentation. The required documentation will be essentially the
same as required for land acquisition and construction (see chapters
3 and 4). In addition, the file should contain sufficient data to
show the need for last resort housing.

75 [ 79 . RESERVED 0
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APPENDIX 3.

AC 150/5100-10A

Appendix 3

FEDERAL AVIATION REGULATIONS, PART 152, AIRPORT AID

PROGRAM, APPENDIX L, PROPERTY MANAGEMENT STANDARDS

APPENDIX L

There is set forth below property manage-
ment standards applicable to grants under the
Airport and Airway Development Act of 1970.

PROPERTY MANAGEMENT STANDARDS

1. This Appendix prescribes uniform stand-
ards governing the utilization and disposition
of property furnished by the Federal Govern-
ment or acquired in whole or in part with
Federal funds by State and local governments.
. The grantees shall be authorized to use their
own property management standards and pro-
cedures as long as the provisions of this Ap-
pendix are included. -

2. The following definitions apply for the
purpose of this Appendix.

a. Real property. Real property means
land, land improvements, structures and
appurtenances thereto, excluding movable
machinery and equipment.

b. Personal property. Personal property
means property of any kind, except real
property. It may be tangible—having
" physical existence, or intangible—having no
physical existence, such as patents, inven-
tions, and copyrights.

¢. Nonexpendable personal property. Non-
expendable personal property means _tan-
gible property having a useful life of more
than one year and an acquisition cost of $300
or more per unit. A grantee may use its

own definition of nonexpendable personal:

property provided that such definition would
at least include all tangible personal prop-
erty as defined above.

d. Ezpendable personal property. Ex-
pendable personal property refers to all
tangible personal property other than non-
expendable property.

e. Ezcess property. Excess property
means property under the control of any

Federal agency which, as determined by the
head thereof, is no longer required for its
- needs.

3. Each Federal grantor agency shall pre-
scribe requirements for grantees concerning
the use of real property funded partly or
wholly by the Federal Government. Unless
otherwise provided by statute, such require-
ments, as a minimum, shall contain the fol-
lowing :

a. The grantee shall use the real property
for the authorized purpose of the original
grant as long as needed.

b. The grantee shall obtain approval by
the grantor agency for the use of the real
property in other projects when the grantee
determines that the property is no longer
needed for the original grant purposes. Use
in other projects shall be limited to those
under other Federal grant programs, or
programs that have purposes consistent with
those authorized for support by the grantor.

c. When the real property is no longer
needed as provided in a. and b., above, the
grantee shall return all real property fur-
nished or purchased wholly with Federal
grant funds to the control of the Federal
grantor agency. In the case of property
purchased in part with Federal grant funds,
the grantee may be permitted to take title
to the Federal interest therein upon com-
pensating the Federal Government for its
fair share of the property. The Federal
share of the property shall be the amount
computed by applying the percentage of the
Federal participation in the total cost of the
grant program for which the property was
acquired to the current fair market value of
the property. '

4. Standards and procedures governing own-
ership, use, and disposition of nonexpendable
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personal property furnished by the Federal
Government or acquired with Federal funds
are set forth below:

a. Nonexpendable personal property ac-
quired with Federal funds. When nonex-
pendable personal property is acquired by a
grantee wholly or in part with Federal
funds, title will not be taken by the Federal
Government except as provided in para-
graph 4a(4), but shall be vested in the
grantee subject to the following restrictions
on use and disposition of the property :

(1) The grantee shall retain the prop-
erty acquired with Federal funds in the
grant program as long as there is a need
for the property to accomplish the pur-
pose of the grant program whether or not
the program continues to be supported by
Federal funds. When there is no longer
a need for the property to accomplish the
purpose of the grant program, the grantee
shall use the property in connection with
other Federal grants it has received in
the following order of priority:

(a) Other grants of the same Federal
- grantor agency needing the property.

(b) Grants of other Federal agencies
needing the property.

(2) When the grantee no longer has
need for the property in any of its Federal
grant programs, the property may be used
for its own official activities in accordance
with the following standards:

(a) Nonexpendable property with an
acquisition cost of less than $500 and
used four years or more. The grantee
may use the property for its own official
activities without reimbursement to the
Federal Government or sell the property
and retain the proceeds.

(b) All other nomexpendable prop-
erty. The grantee may retain the prop-
erty for its own use provided that a
fair compensation is made to the origi-
nal grantor agency for the latter’s share
of the property. The amount of com-
pensatlon shall be computed by apply-
ing the percentage of Federal partici-
pation in the grant program to the

Page 2.

current fair market value of the prop-

erty. ’

(8) If the grantee has no need for the
property, disposition of the property shall
be made as follows:

(a) Nonexpendable property with an
acquisition of $1,000 or less. Except
for that property which meets the cri-
teria of (2)(a) above, the grantee shall
sell the property and reimburse the
Federal grantor agency an amount
which is computed in accordance with
(iii) below.

(b) Nonexpendable property with an
acquigition cost of over $1,000. The
grantee shall request disposition instrue-
tions from the grantor agency. The
Federal agency shall determine whether
the property can be used to meet the
agency’s requirement. If no require-
ment exists within that agency, the
availability of the property shall be
reported to the General Services Ad-
ministration (GSA) by the Federal
agency to determine whether a requlre-
ment for the property exists in other
Federal agencies. The Federal grantor
agency shall issue -instructions to the
grantee within 120 days and the follow-
ing procedures shall govern:

(i) If the grantee is instructed to
ship the property elsewhere, the
grantee shall be reimbursed by the
benefiting Federal agency with an
amount whlch is computed by apply-
ing the percentage of the grantee’s
participation in the grant program to
the current fair market value of the
property, plus any shipping or in-
terim storage costs incurred.

(ii) If the grantee is instructed to
otherwise dispose of the property, he
shall be reimbursed by the Federal
grantor agency for such costs in-
curred in its disposition.

(iii) If disposition instructions are
not issued within 120 days after re-
porting, the grantee shall sell the
property and reimburse the Federal



grantor agency an amount which is
computed by applying the percentage
of Federal participation in the grant
program to the sales proceeds. Fur-
ther, the grantee shall be permitted to
retain $100 or 10 percent of the pro-
ceeds, whichever is greater, for the
grantee’s selling and handling ex-
penses.

(4) Where the grantor agency deter-
mines that property with an acquisition
of $1,000 or more and financed solely with
Federal funds is unique, difficult, or costly
to replace, it may reserve title to such
property, subject to the following provi-
sions:

(a) The property shall be appro-
priately identified in the grant agree-
ment or otherwise made known to the
grantee.

(b) The grantor agency shall issue
disposition instructions within 120 days
after the completion of the need for the
property under the Federal grant for
which it was acquired. If the grantor
agency fails to issue disposition instrue-
tions within 120 days, the grantee shall
apply the standards of 4a(1), 4a(2) (b),

- and 4a(3) (b).
b..Federally-owned nonexzpendable per-
sonal property. Unless statutory authority
to transfer title has been granted to an
agency, title to Federally-owned property
(property to which the Federal Government
retains title including excess property made
available by the Federal grantor agencies to
grantees) remains vested by law in the Fed-
_eral Government. Upon termination of the

grant or need for the property, such prop-

erty shall be reported to the grantor agency
for further agency utilization or, if appro-
priate, for reporting to the General Services
Administration for other Federal agency
utilization. Appropriate disposition instruc-
tions will be issued to the grantee after
completion of Federal agency review.

5. The grantees’ property management
standards for nonexpendable personal prop-
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erty shall also include the following procedural
requirements:

a. Property records shall be maintained
accurately and provide for: a description of
the property; manufacturer’s serial number
or other identification number; acquisition
date and cost; source of the property;
percentage of Federal funds used in the
purchase of property; location, use, and
condition of the property; and ultimate
disposition data including sales price or the
method used to determine current fair mar-
ket value if the grantee reimburses the
grantor agency for its share.

b. A physical inventory of property shall
be taken and the results reconciled with the
property records at least once every two
years to verify the existence, current utiliza-
tion, and continued need for the property.

c. A control system shall be in effect to
insure adequate safeguards to prevent loss,
damage, or theft to the property. Any loss,
damage, or theft of nonexpendable property

- shall be investigated and fully documented.

d. Adequate maintenance procedures shall
be implemented to keep the property in good
condition.

e. Proper sales procedures shall be estab-
lished for unneeded property which would
provide for competition to the extent prac-
ticable and result in the highest possible
return.

6. When the total inventory value of any
unused expendable personal property exceeds
$500 at the expiration of need for any Federal
grant purposes, the grantee may retain the
property or sell the property as long as he
compensates the Federal Government for its
share in the cost. The amount of compensa-
tion shall be computed in accordance with
4a(2) (b).

7. Specific standards for control of intan-
gible property are provided as follows:

a. If any program produces patents, pat-
ent rights, processes, or inventions, in the
course of work aided by a Federal grant,
such fact shall be promptly and fully re-
ported to the grantor agency. The grantor
agency shall determine whether protection
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on such invention or discovery shall be
sought and how the rights in the invention
or discovery—including rights under any
patent issued thereon—shall be disposed of
and administered in order to protect the
public interest consistent with “Government
Patent Policy” (President’s Memorandum
for Heads of Executive Departments and
Agencies, August 23, 1971, and Statement of

Page 4

Government Patent Policy as printed in 36
F.R. 16889).

b. Where the grant results in a book or
other copyrightable material, the author or
grantee is free to copyright the work, but

.the Federal grantor agency reserves a

royalty-free, nonexclusive and irrevocable
license to reproduce, publish, or otherwise
use, and to authorize others to use the work
for Government purposes.
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FEDERAL AVIATION REGULATIONS, PART 152, AIRPORT AID PROGRAM,

APPENDIX J, PRINCIPLES FOR DETERMINING COSTS APPLICABLE TO
GRANTS AND CONTRACTS WITH STATE AND LOCAL GOVERNMENTS

APPENDIX J

There is set forth below principles for de-
termining costs applicable to grants and con-
tracts with State and local governments under
the Airport and Airway Development Act of
1970:

PRINCIPLES FOR DETERMINING COSTS
APPLICABLE TO GRANTS AND CONTRACTS
WITH STATE AND LOCAL GOVERNMENTS

PART I—GENERAL.
A. Purpose and scope.

. 1. Objectives. This Appendix sets forth
principles for determining the allowable costs
of programs administered by State and local
governments under grants from and contracts
with the Federal Government. The principles
are for the purpose of cost determination and
are not intended to identify the circumstances
or dictate the extent of Federal and State or
local participation in the financing of a par-
ticular grant. They are designed to provide
that federally assisted programs bear their
fair share of costs recognized under these
principles, except where restricted or pro-
hibited by law. No provision for profit or
other increment above cost is intended. Under
§ 152.47, indirect costs are not allowable costs
for Airport Development Projects.

2. Policy guides. The application of these
principles is based on the fundamental prem-
ises that:

a. State and local governments are re-
sponsible for the efficient and effective ad-
ministration of grant and contract programs
through the application of sound manage-
ment. practices.

b. The grantee or contractor assumes the
responsibility for seeing that Federally as-
sisted program funds have been expended
and accounted for consistent with underly-
ing agreements and program objectives.

c. Each grantee or contractor organiza-
tion, in recognition of its own unique com-
bination of staff facilities and experience,
will have the primary responsibility for
employing whatever form of organization
and management techniques may be neces-
sary to assure proper and efficient adminis-
tration.

3. Application. These principles are ap-
plicable in determining costs incurred by State
and local governments under Federal grants
and cost reimbursement type contracts (in-
cluding subgrants and subcontracts) under
the Airport and Airway Development Act of
1970. .

B. Definitions.

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

2. Cost allocation plan means the documen-
tation identifying, accumulating, and - distrib-
uting allowable costs under grants and

contracts together with the allocation methods
used.

8. Cost, as used herein, means cost as deter-
mined on a cash, accrual, or other basis accept-
able to the Federal grantor agency as a
discharge of the grantee’s accountability for
Federal funds.

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

5. Federal agency means the Federal Avia-
tion Administration.

6. Grant means an agreement between the
Federal Government and a State or local gov-
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ernment whereby the Federal Government
provides funds or aid in kind to carry out
specified programs, services, or activities. The
principles and policies stated in this appendix
applicable to grants in general also apply to
any Federally sponsored cost reimbursement
type of agreement performed by a State or
local government, including contracts, subcon-
tracts and subgrants. '

7. Grant program means those activities and
operations of the grantee which are necessary
to carry out the purposes of the grant, includ-
ing any portion of the program financed by
the grantee.

8. Grantee means the department or agency
of State or local government which is respon-
sible for administration of the grant.

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

10. Other State or local agencies means de-
partments or agencies of the State or local
unit which provide goods, facilities, and serv-
ices to a grantee.

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

12. Supporting services means auxiliary
functions necessary to sustain the direct effort
involved in administering a grant program or
an activity providing service to the grant pro-
gram. These services may be centralized in
the grantee department or in some other
agency, and include procurement, payroll,
personnel functions, maintenance and opera-
tion of space, data processing, accounting,
budgeting, auditing, mail and messenger serv-
ice, and the like.

C. Basic guidelines.

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

‘2. Be necessary and reasonable for proper
and efficient administration of the grant
program, be allocable thereto under these
principles, and, except as specifically pro-
vided herein. not be a general expense re-
quired to carry out the overall responsibili-
ties of State or local governments.
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b. Be authorized or not prohibited under
State or local laws or regulations.

c. Conform to any limitations or exclu-
sions set forth in these principles, Federal
laws, or other governing limitations as to
types or amounts of cost items.

d. Be consistent with policies, regulations,
and procedures that apply uniformly to both
Federally assisted and other activities of the
unit of gcvernment of which the grantee is
a part.

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

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

g. Be net of all applicable credits.
2. Allocable costs.

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

b. Any cost allocable to a particular grant
or cost objective under the principles pro-
vided for in this Appendix may not be
shifted to other Federal grant programs to
overcome fund deficiencies, avoid restrictions
imposed by law or grant agreements, or for
other reasons.

c. Where an allocation of joint cost will
ultimately result in charges to a grant pro-
gram, an allocation plan will be required as
prescribed in section J. '

3. Applicable credits.

a. Applicable credits refer to those re-
ceipts or reduction of expenditure-type
transactions which offset or reduce expense
items allocable to grants as direct or indirect
costs. Examples of such transactions are:
purchase discounts; rebates or allowances;
recoveries or indemnities on losses; sale of
publications, equipment, and scrap; income
from personal or incidental services; and
adjustments of overpayments or erroneous
charges.

b. Applicable credits may also arise when
Federal funds are received or are available
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from sources other than the grant program
involved to finance operations or capital
items of the grantee. This includes costs
arising from the use or depreciation of items
donated or financed by the Federal Govern-
mént to fulfill matching requirements under
another grant program. These types of
credits should likewise be used to reduce
related expenditures in determining the
rates or amounts applicable to a given grant.

D. Composition of cost.

1. Total cost. The total cost of a grant
program is comprised of the allowable direct
cost incident to its performance, plus its al-
locable portion of allowable indirect costs, less
applicable credits.

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

E. Direct costs.

1. General. Direct costs are those that can
be identified specifically with a particular cost
objective. These costs may be charged directly
to grants, contracts, or to other programs
against which costs are finally lodged. Direct
costs may also be charged to cost objectives
used for the accumulation of costs pending
distribution in due course to grants and other
ultimate cost of objectives.

2. Application. Typical direct costs charge-
able to grant programs are:

a. Compensation of employees for the
time and effort devoted specifically to the
execution of grant programs.

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

AC 150/5100-10A
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c. Equipment cost and other approved
capital expenditures incurred specifically for
the purpose of the grant.

d. Other items of cxpense incurred spe-
cifically to carry out the grant agreement.

e. Services furnished specifically for the
grant program by other agencies, provided
such charges are consistent with criteria out-
lined in Section G of these principles.

F. Indirect costs.

1. General. Indirect costs are those (a) in-
curred for a common or joint purpose benefit-
ing more than one cost objective: and (b) not
readily assignable to the cost objectives spe-
cifically benefited, without effort dispropor-
tionate to the results achieved. The term
“indirect costs,” as used herein, applies to costs
of this type originating in the grantee depart-
ment, as well as those incurred by other de-
partments in supplying goods, services, and
facilities, to the grantee department. To
facilitate equitable distribution of indirect ex-
penses to the cost objectives served, it may be
necessary to establish a number of pools of
indirect cost within a grantee department or
in other agencies providing services to a
grantee department. Indirect cost pools
should be distributed to benefiting cost objec-
tives on bases which will produce an equitable
result in consideration of relative benefits
derived.

2. Grantee departmental indirect costs. All
grantee departmental indirect costs, including
the various levels of supervision, are eligible
for allocation to grant programs provided they
meet the conditions set forth in this Appendix.
In lien of determining the actual amount of
grantee departmental indirect cost allocable to
a grant program, the following methods may
be uséd : '

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

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

on which such remaining expenses are allo-

cated should be appropriately adjusted.

3. Limitation on indirect costs.

a. Federal grants may be subject to laws
that limit the amount of indirect cost that
may be allowed. Agencies that sponsor
grants of this type will establish procedures
whick will assure that the amount “actually
allowed for indirect costs under each such
grant does not exceed the maximum allow-
able under the statutory limitation or the
amount otherwise allowable under this Ap-
pendix, whichever is the smaller.

b. When the amount allowable under a
statutory limitation is less than the amount
otherwise allocable as indirect costs under
this Appendix, the amount not recoverable
as indirect costs under a grant may not be
shifted to another Federally sponsored
grant program or contract.

G. Cost incurred Ly agencies other than the
grantee.

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

2. Alternative methods of determining indi-
rect cost. In lieu of determining actual indi-
rect cost related to a particular service
furnished by another agency, either of the fol-
lowing alternative methods may be used pro-
vided only one method is used for a specific
service during the fiscal year involved.

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

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

H. Cost incurred by grantee department for
others.

1. General. The principles provided in sec-
tion G will also be used in determining the
cost of services provided by the grantee de-
partment to another agency.

J. Cost allocation plan.

1. General. A plan for allocation of costs
will be required to support the distribution of
any joint costs related to the grant program.
All costs included in the plan will be supported
by formal accounting records which will sub-
stantiate the propriety of eventual charges.

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

a. The nature and extent of services pro-
vided and their relevance to the Federally
sponsored programs.

b. The items of expense to be included.

c¢. The methods to be used in distributing
cost.

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

4. Negotiation and approval of indirect cost
proposals for States.

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

b. At the grantee department level in a
State, a single Federal agency will have re-
sponsibility similar to that set forth in a.
above for the negotiation, approval and
audit of the indirect cost proposal. Cogni-
zant Federal agencies have been designated
for this purpose. Changes which may be
required from time to time in agency assign-
ments will be arranged by the Department
of Health, Education. and Welfare in col-
laboration with the other interested agencies,
and submitted to the Oflice of Management
and Budget for final approval. A current
list of agency assignmenis will be main-
tained by the Department of Health, Edu-
cation, and Welfare.

¢. Questions concerning the cost allocation
plans approved under a. and b. above should
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be directed to the agency responsible for
such approvals.

5. Negotiation and approval of indirect cost
proposals for local governments.

a. Cost allocation plans will be retained

at the local government level for audit by a

designated Federal agency except in those

cases where that agency requests that cost

allocation plans be submitted to it for nego-
tiation and approval. ‘

b. A list of cognizant Federal agencies
assigned responsibility for negotiation, ap-
proval and audit of central support service
cost allocation plans at the local government
level is being developed. Changes which
may be required from time to time in agency
assignments will be arranged by the Depart-
ment of Health, Education, and Welfare in
collaboration with the other interested agen-
cies, and submitted to Office of Management
and Budget for final appraval. A current
list of agency assignments will be main-
tained by the Department of Health, Edu-
cation, and Welfare.

c. At the grantee department level of local
governments, the Federal agency with the
predominant interest in the work of the
grantee department will be responsible for
necessary negotiation, approval and audit
of the indirect cost proposal.

6. Resolution of problems. To the extent
that problems are encountered among the
Federal agencies in connection with 4. and 5.
above, the Office of Management and Budget
will lend assistance as required.

PART II—-STANDARDS FOR SELECTED .
ITEMS OF COST.

A. Purpose and applicability.

1. Objective. This part of Appendix J
provides standards for determining the allow-
ability of selected items of cost.

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

B. Allowable costs.

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

2. Adwvertising. Advertising media includes
newspapers, magazines, radio and television
programs, direct mail, trade papers, and the
like. The advertising costs allowable are those
which are solely for:

a. Recruitment of personnel required for

the grant program.

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

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

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

3. Advisory councils. Costs incurred by
State advisory councils or committees estab-
lished pursuant to Federal requirements to
carry out grant programs are allowable. The
cost of like organizations is allowable when
provided for in the grant agreement.

4. Audit service. The cost of audits neces-
sary for the administration and management
of functions related to grant programe is
allowable.

5. Bonding. Costs of premiums on bonds
covering employees who handle grantee agency
funds are allowable.
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6. Budgeting. Costs incurred for the de-
velopment, preparation, presentation, and exe-
cution of budgets are allowable. Costs for
services of a central budget office are generally
not allowable since these are costs of general
government. However, where employees of
the central budget office actively participate
in the grantee agency’s budget process, the
cost of identifiable services is allowable.

7. Building lease management. The admin-
istrative cost for lease management which in-
cludes review of lease proposals, maintenance
of a list of available property for lease, and
related activities is allowable. -

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

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

10. Compensation for personal services.

a. General. Compensation for personal
services includes all remuneration, paid
currently or accrued, for services rendered
during the period of performance under the
grant agreement, including but not neces-
sarily limited to wages, salaries, and supple-
mentary compensation and benefits (section
B.13.). The costs of such compensation are
allowable to the extent that total compensa-
tion for individual employees: (1) is reason-
able for the services rendered, (2) follows
an appointment made in accordance with
State or local government laws and rules
and which meets Federal merit system or:
other requirements, where applicable; and
(8) is determined and supported as provided
in b. below. Compensation for employees
engaged in Federally assisted activities will
be considered reasonable to the extent that
it is consistent with that paid for similar
work in other activities of the State or local
government. -In cases where the kinds of
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employees required for the Federally assisted
activities are not found in the other activi-
ties of the State or local government, com-
pensation will be considered reasonable to
the extent that it is comparable to that paid
for similar work in the labor market in
which the employing government competes
for the kind of employees involved. Com-
pensation surveys providing data represen-
tative of the labor market involved will be
an acceptable basis for evaluating reason-
ableness.

b. Payroll and distribution _of time.
Amounts charged to grant programs for
personal services, regardless of whether
treated as direct or indirect costs, will be
based on payrolls documented and approved
in accordance with generally accepted prac-
tice of the State or local agency. Payrolls
must be supported by time and attendance
or equivalent records for individual em-
ployees. ‘Salaries and wages of employees
chargeable to more than one grant program
or other cost objective will be supported by
appropriate time distribution records. The
method used should produce an equitable
distribution of time and effort.

11. Depreciation and use allowances.

a. Grantees may be compensated for the
use of buildings, capital improvements, and
equipment through use allowances or depre-
ciation. Use allowances are the means of
providing compensation in lieu of deprecia-
tion or other equivalent costs. However, a
combination of the two methods may not be
used in connection with a single class of
fixed assets.

b. The computation of depreciation or use
allowance will be based on acquisition cost.
Where actual cost records have not been

maintained, a reasonable estimate of the

original acquisition cost may be used in the
computation. The computation will exclude
the cost or any portion of the eost of build-
ings and equipment donated or borne di-
rectly or indirectly by the Federal govern-
ment through charges to Federal grant
programs or otherwise, irrespective of where
title was originally vested or where it pres-
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ently resides. In addition, the computation
will also exclude the cost of land. Deprecia-
tion or a use allowance on idle or excess
facilities is not allowable, except when spe-
cifically authorized by the grantor Federal
agency.

c. Where the depreciation method is fol-
lowed, adequate, property records must be
maintained, and any generally accepted
method of computing depreciation may be
used. However, the method of computing
depreciation must be consistently applied
for any specific asset or class of assets for
all affected federally sponsored programs
and must result in equitable charges consid-
ering the extent of the use of the assets for
the benefit of such programs.

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

e. No depreciation or use charge may be
allowed on any assets that would be consid-
ered as fully depreciated, provided, however,
that reasonable use charges may be nego-
tiated for any such assets if warranted after
taking into consideration the cost of the fa-
cility or item involved, the estimated useful
life remaining at time of negotiation, the
effect of any increased maintenance charges
or decreased efficiency due to age, and any
other factors pertinent to the utilization of
the facility or item for the purpose con-
templated.

12. Disbursing service. The cost of disburs-
ing grant program funds by the Treasurer or
other designated officer is allowable. Disburs-
ing services cover the processing of checks or
warrants, from preparation to redemption,
including the necessary records of account-
ability and reconciliation of such records with

related cash accounts.

13. Employee fringe benefits. Costs identi-
fied under a. and b. below are allowable to the
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extent that total compensation for employees
is reasonable as defined in section B.10.

a. Employee benefits in the form of regu-
lar compensation paid to employees during
periods of authorized absences from the job,
such as for annual leave, sick leave, court
leave, military leave, and the like, if they
are: (1) provided pursuant to an approved
leave system, and (2) the cost thereof is
equitably allocated to all related actwltles,
including grant programs.

b. Employee benefits in the form of em-
ployers’ contribution or expenses for social
security, employees’ life and health insur-
ance plans, unemployment insurance cover-
age, workmen’s compensation insurance,
pension plans, severance pay, and the like,
provided such benefits are granted under
approved plans and are distributed equit-
ably to grant programs and to other activi-
ties. :

14. Employee morale, health and welfare
costs. The costs of health or first-aid clinics
and/or infirmaries, recreational facilities, em-
ployees’ counseling services, employee informa-
tion publications, and any related expenses
incurred in accordance with general State or
local policy, are allowable. Income generated
from any of these activities will be offset
against expenses.

15. Exhibits. Costs of exhibits relating spe-
cifically to the grant programs are allowable.

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

17. Maintenance and repair. Costs incurred
for necessary maintenance, repair, or upkeep
of property which neither add to the perma-
nent value of the property nor appreciably
prolong its intended life, but keep it in an
efficient operating condition, are allowable.
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18. Materials and supplies. The cost of ma-
terials and supplies necessary to carry out the
grant programs is allowable. Purchases made
specifically for the grant program should be
charged thereto at their actual prices after
deducting all cash discounts, trade discounts,
rebates, and allowances received by the grantee.
Withdrawals from general stores or stock-
rooms should be charged at cost under any
recognized method of pricing consistently ap-
plied. Incoming transportation charges are a
proper part of material cost.

19. Memberships, subscriptions and profes-
sional activities.

a. Memberships. The cost of membership
in civie, business, technical and professional
organizations is allowable provided: (1) the
benefit from the membership is related to
the grant program, (2) the expenditure is
for agency membership, (3) the cost of the
membership is reasonably related to the
value of the services or benefits received, and
(4) the expenditure is now for membership
in an organization which devotes a substan-
tial part of its activities to influencing
legislation.

b. Reference material. The cost of books,
and subscriptions to civie, business, profes- -
sional, and technical periodicals is allowable
when related to the grant program.

c. Meetings and conferences. Costs are
allowable when the primary purpose of the
meeting is the dissemination of technical
information relating to the grant program
and they are consistent with regular prac-
tices followed for other activities of the
grantee.

20. Motor pools. The costs of a service
organization which provides automobiles to
user grantee agencies at a mileage or fixed rate
and/or provides vehicle maintenance, inspec-
tion and repair services are allowable.

21. Payroll preparation. The cost of pre-
paring payrolls and maintaining necessary
related wage records is allowable.

22. Personnel administration. Costs for the
recruitment, examination, certification, classifi-
cation, training, establishment of pay stand-
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ards and related activities for grant programs,
are allowable.

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

24. Procurement service. The cost of pro-
curement service, including solicitation of bids,
preparation and award of contracts, and all
phases of contract administration in providing
goods, facilities and services for grant pro-
grams, is allowable.

25. Taxes. In general, taxes or payments in
lieu of taxes which the grantee agency is
legally required to pay are allowable.

26. T'raining and education. The cost of in-
service training, customarily provided for
employee development which directly or indi-
rectly benefits' grant programs is allowable.
Out-of-service training involving extended
periods of time is allowable only when spe-
cifically authorized by the grantor agency.

27. Transportation. osts incurred for
freight, cartage, express, postage and other
transportation costs relating either to goods
purchased, delivered, or moved from one loca-
tion to another are allowable.

28. T'ravel. Travel costs are allowable for
expenses for transportation, lodging, subsist-
ence, and related items incurred by employees
who are in travel status on official business
incident to a grant program. Such costs may
be charged on an actual basis, on a per diem
or mileage basis in lieu of actual costs incurred,
or on a combination of the two, provided the
method used is applied to an entire trip, and
results in charges consistent with those nor-
mally allowed in like circumstances in non-
federally sponsored activities. The difference
in cost between first-class air accommodations
and less-than-first-class air accommodations is
unallowable except when less-than-first-class
air accommodations are not reasonably avail-
able.
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C. Costs allowable with approval of grantor
agency.

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

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

a. Rental cost. The rental cost of space
in a privately owned building is allowable.

b. Maintenance and operation. The cost
of utilities, insurance, security, janitorial
services, elevator service, upkeep of grounds,
normal repairs and alterations and the like,
are allowable to the extent they are not
otherwise included in rental or other charges
for space.

c. Rearrangements and alterations. Cost
incurred for rearrangement and alteration
of facilities required specifically for the
grant program or those that materially in-
crease the value or useful life of the facili-
ties (section c.3.) are allowable when spe-
cifically approved by the grantor agency.

d. Depreciation and wuse allowances on
publicly owned buildings. These costs are
allowable as provided in section B.11.

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

agency.

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

4. Insurance and indemnification.

a. Costs of insurance required, or ap-
proved and maintained pursuant to the
grant agreement, is allowable.

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

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

(2) Costs of insurance or of contribu-
tions to any reserve covering the risk of
loss of, or damage to, Federal Government,
property is unallowable except to the ex-
tent that the grantor agency has spe-
cifically required or approved such costs.

c. Contributions to a reserve for a self-
insurance program approved by the Federal
grantor agency are allowable to the extent
that the type of coverage, extent of cover-
age, and the rates and premiums would have
been allowed had insurance been purchased
to cover the risks.

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

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

5. Management studies. The cost of man-
agement studies to improve the effectiveness
and efficiency of grant management for on-
going programs is allowable except that the
cost of studies nerformed by agencies other
than the grantee department or outside con-
sultants is allowable only when authorized by
the Federal grantor agency.

6. Preagreement costs. Costs incurred prior
to the effective date of the grant or contract,
whether or not they would have been allowable
thereunder if incurred after such date, are
allowable when specifically provided for in the
grant agreement.

7. Professional services. Cost of profes-
sional services rendered by individuals or
organizations not a part of the grantee depart-
ment is allowable subject to such prior author-
ization as may be required by the Federal
grantor agency.

8. Proposal costs. Costs of preparing pro-
posals on potential Federal Government grant

agreements are allowable when specifically
provided for in the grant agreement.

D. Unallowable costs.

1. Bad debts. Any losses arising from un-
collectible accounts and other claims, and re-
lated costs, are unallowable.

2. Contingencies. Contributions to a con-
tingency reserve or any similar provision for
unforeseen events are unallowable.

3. Contributions and donations. TUnallow-
able.
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4. E'ntertainment. Costs of amusements,
social activities, and incidental costs relating
thereto, such as meals, beverages, lodgings,
tentals, transportation, and gratuities, are un-
allowable.

5. Fines and penalties. Costs resulting from
violations of, or failure to comply with Fed-
eral, State and local laws and regulations are
unallowable.

6. Governor’s expenses. The salaries and
expenses of the Office of the Governor of a
State or the chief executive of a political sub-
division are considered a cost of general State
or local government and are unallowable.
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7. Interest and other financial costs. Inter-

.est on borrowings (however represented),

bond discounts, cost of financing and refinanec-
Ing operations, and legal and professional fees
paid in connection therewith, are unallowable
except when authorized by Federal legislation.

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

9. Underrecovery of costs under grant agree-
ments. Any excess of cost over the Federal
contribution under one grant agreement is un-
allowable under other grant ‘agreements,
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