
21862 Federal Register /  Vol. 52, No. 110 /  Tuesday, June 9, 1987 /  Proposed Rules

(2) The grantee must immediately 
refund to the Federal awarding agency 
any balance of unobligated 
(unencumbered) cash advanced that is 
not authorized to be retained for use on 
other grants.

§----- .51 Later disallowances and
adjustments.

The closeout of a grant does not 
affect:

(a) The awarding agency’s right to 
disallow costs and recover funds on the 
basis of a later audit or other review;

(b) The grantee’s obligation to return 
any funds due as a result of later 
refunds, corrections, or other 
transactions;

(c) Records retention as required in
§ ____42;

(d) Property management
requirements in § § ___ .31 and___ .32;
and

(e) Audit requirements in § ___ .26.
§___ .52 Collection of amounts due.

(a) Any funds paid to a grantee in 
excess of the amount to which the 
grantee is finally determined to be 
entitled under the terms of the award 
constitute a debt to the Federal 
Government. If not paid within a 
reasonable period after demand, the 
Federal agency may reduce the debt by: 

(1) Making an administrative offset 
against other requests for 
reimbursements,

(2) Withholding advance payments 
otherwise due to the grantee, or

(3) Other action permitted by law.
(b) Except where otherwise provided

by statutes or regulations, the awarding 
agency will charge interest on an 
overdue debt in accordance with the 
Federal Claims Collection Standards (4 
CFR Ch. II). The date from which 
interest is computed is not extended by 
litigation or the filing of any form of 
appeal.

Subpart E—Entitlements [Reserved]
[FR Doc. 87-13013 Filed 6-0-87; 8:45 am]
BILLING CODES 3410-KS, 6450-01, $025-01, 3510-FE, 
4710-24, 4210-32, 4410-18, 4510-23, 6732-01, 3810-01, 
4000-01, 7515-01, 8320-01, 6560-50, 4310-RF, 6718-01, 
4150-04, 7537-01, 7536-01, 7536-01, 6050-28, 6340-01, 
4910-62
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DEPARTMENT OF EDUCATION

34 CFR Part 74

Administration of Grants to 
Institutions of Higher Education, 
Hospitals, and Nonprofit Organizations
AGENCY: Department of Education. 
a c t io n : Notice of proposed rulemaking.
s u m m a r y : The Secretary proposes to 
amend 34 CFR Part 74 of tine Education 
Department General Administrative 
Regulations (EDGAR) to limit the 
applicability of that Part to Institutions 
of higher education, hospitals, and other 
nonprofit organizations. Part 74 
establishes grant management 
requirements and currently applies to 
institutions of higher education, 
hospitals, and other nonprofit 
organizations under Office of 
Management and Budget (OMB) Circular 
A-110 and to State and local 
governments and Indian tribal 
organizations under OMB Circular A- 
102. This amendment is necessary 
because, in a separate document 
published in this issue of the Federal 
Register, the Secretary proposes to 
establish a new Part 80 to implement 
proposed revisions to OMB Circular A- 
102, which applies only to State and 
local governments and Indian tribal 
organizations.
d a te : Comments must be received on or 
before August 10,1987.
ADDRESS: Comments should be sent to 
Hazel Fiers, Office of Management, U.S. 
Department of Education, 400 Maryland 
Avenue, SW. (Room 3021, Federal Office 
Building No. 6), Washington, DC 20202. 
FOR FURTHER INFORMATION CONTACT: 
Hazel Fiers, Telephone (202) 472-5123. 
SUPPLEMENTARY INFORMATION: In a 
separate document published in this 
issue of the Federal Register, the 
Secretary has joined with the heads of

22 other Federal agencies to promulgate 
proposed common regulations to 
implement revisions to OMB Circular A - 
102. In that document the Secretary 
proposes to implement the common 
regulations in a new Part 80. The 
Director of OMB also publishes in this 
issue of the Federal Register a notice 
containing the proposed revisions to the 
Circular upon which the common 
regulations are based.

The Department of Education is one of 
six agencies that uses department-wide 
regulations to implement the current 
circulars A-102 and A-110. The 
Secretary now proposes in a separate 
document to implement Circular A-102 
in a new Part 80. The Secretary, 
therefore, proposes in this document to 
limit the applicability of Part 74 to those 
institutions covered only by OMB 
Circular A-110—institutions of higher 
education, hospitals, and other nonprofit 
organizations.

For a discussion of the background of 
the common regulations and a statement 
about the general issues raised by the 
common regulations see the general 
preamble to the proposed rulemaking 
document for the common regulations. 
As discussed earlier, that document is 
published elsewhere in this issue of the 
Federal Register. The Secretary has also 
included in that document an ED- 
specific preamble discussing certain 
issues raised by the Department’a 
implementation of the proposed 
common regulations. Please see that 
other rulemaking document for the 
agency-specific preamble as well as the 
general preamble. The remainder of this 
preamble discusses the specific changes 
necessary to Part 74 in order to limit its 
applicability to institutions subject to 
Circular A-110—institutions of higher 
education, hospitals, and other nonprofit 
organizations.

A majority of programs administered 
by the Secretary that apply to

institutions of higher education, 
hospitals, or other nonprofit 
organizations are direct grant programs. 
The Secretary does not permit subgrants 
under direct grant programs (34 CFR 
75.708(a)). Thus, the Secretary proposes 
to remove the provisions in Part 74 that 
tell a grantee what is permissible for 
inclusion in a subgrant issued by the 
grantee. However, institutions of higher 
education and other nonprofit 
organizations are eligible to receive 
subgrants under Title III, Part A, of the 
Carl D. Perkins Vocational Education 
Act (20 U.S.C. 2351, 2352), which has, for 
the first time since its authorization, 
received an appropriation for the current 
fiscal year. The Secretary expects 
Congress to continue funding this 
program in the future. Thus, those 
provisions of Part 74 that apply directly 
to subgrantees have not been proposed 
for removal by the Secretary.

The Secretary proposes to remove 
Appendix C from Part 74. Appendix C 
establishes cost principles for State and 
local governments and Indian tribal 
organizations. The proposed new Part 80 
would require these entities to comply 
with the cost principles in OMB Circular 
A-87. Thus, there is no need for 
Appendix C in Part 74. The Secretary 
also proposes to remove Appendix G 
from Part 74 and to add that Appendix 
to the new Part 80. The Secretary 
proposes this move because Part 80 
applies to State and local governments 
and the appendix implements the Single 
Audit Act of 1984 which applies only to 
State and local governments.
Executive Order 12291

These proposed regulations have been 
reviewed in accordance with Executive 
Order 12291. They are not classified as 
major because they do not meet the 
criteria for major regulations established 
in the Order.
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Regulatory Flexibility Act
The Secretary certifies that these 

proposed regulations would not have a 
significant economic impact on a 
substantial number of small entities. The 
amendments made by this document 
simply limit the applicability of 34 CFR 
Part 74 to institutions of higher 
education, hospitals, and other nonprofit 
organizations. None of the proposed 
changes will place undue burdens on 
small entities.

Paperwork Reduction Act of 1980
Sections 74.61, 74.73, 74.74, 74.75,

74.76, 74.82, 74.140 contain information 
collection requirements. As required by 
the Paperwork Reduction Act of 1980, 
the Department of Education will submit 
a copy of these sections to the Office of 
Management and Budget (OMB) for its 
review. (44 U.S.C. 3504(h))
Invitation To Comment

Interested persons are invited to 
submit comments and recommendations 
regarding the proposed regulations. All 
comments submitted in response to 
these proposed regulations will be 
available for public inspection, during 
and after the comment period in Room 
3021, Federal Office Building 6, 400 
Maryland Avenue, SW., Washington, 
DC, between the hours of 8:30 a.m. and 
4:00 p.m., Monday through Friday of 
each week except holidays.

Assessment of Education Impact
The Secretary particularly requests 

comments on whether the regulations in 
this document would require 
transmission of information that is being 
gathered by or is available from any 
other agency or authority of the United 
States.

List of Subjects in 34 CFR Part 74
Accounting, Administrative practice 

and procedure, Grant programs— 
education, Grants administration, 
Insurance, Reporting and recordkeeping 
requirements.
(Catalog of Federal Domestic Assistance 

number does not apply)
Dated: June 2,1987.

William J. Bennett,
Secretary of Education.

The Secretary proposes to amend 
Title 34 of the Code of Federal 
Regulations, Part 74, as follows:

1. In Part 74 the table of contents and 
§ § 74.1 through 74.176 are revised and 
Appendix C is removed and reserved to 
read as follows:

PART 74—ADMINISTRATION OF 
GRANTS
Subpart A—General 
Sec.
74.1 Purpose and scope of this part.
74.2 Scope of subpart.
74.3 Definitions.
74.4 Applicability of this part.
74.6 Deviations.
74.7 Special grant conditions.

Subpart B—Cash Depositories
74.10 Physical segregation and eligibility.
74.11 Checks-paid basis letter of credit.
74.12 Minority-owned banks.
Subpart C—Bonding and Insurance
74.15 General.
74.16 Construction and facility 

improvement.
74.17 Fidelity bonds.
74.18 Source of bonds.
Subpart D—Retention and Access 
Requirements for Records
74.20 Applicability.
74.21 Length of retention period.
74.22 Starting date of retention period.
74.23 Substitution of microfilm.
74.24 Access to records.
74.25 Restrictions on public access.
Subpart E—[Reserved]
Subpart F—Grant-Related income
74.40 Scope of subpart.
74.41 Meaning of program intent.
74.42 General program income.
74.43 Program income-proceeds from sale of 

real property and from sale of equipment 
and supplies acquired for use.

74.44 Program income—royalties and other 
income earned from a copyrighted work.

74.45 Program income—royalties or 
equivalent income earned from patents 
or from inventions.

74.46 Program income—income after grant 
or subgrant support not otherwise 
treated.

74.47 Interest earned on advance of grant 
funds.

Subpart G—Cost Sharing or Matching
74.50 Scope of subpart.
74.51 Definitions.
74.52 Basic rule: Costs and contributions 

acceptable.

74.53 Qualifications and exceptions.
74.54 Valuation of donated services.
74.55 Valuation of donated supplies and 

loaned equipment or space.
74.56 Valuation of donated equipment, 

buildings, and land.
74.57 Appraisal of real property.

Subpart H—Standards for Grantee and 
Subgrantee Financial Management Systems 
and Non-Federal Audits
74.60 Scope of subpart.
74.61 Financial management standards.
Subpart I—Financial Reporting 
Requirements
74.70 Scope and applicability of subpart.
74.71 Definitions.
74.72 General.
74.73 Financial Status Report.
74.74 Federal Cash Transactions Report.
74.75 Request for Advance or 

Reimbursement.
74.76 Outlay report and request for 

reimbursement for construction 
programs.

Subpart J—Monitoring and Reporting of 
Program Performance
74.80 Scope of subpart.
74.81 Monitoring by recipients.
74.82 Performance reports under 

nonconstruction grants.
74.83 Performance reports under 

construction grants.
74.84 Significant developments between 

scheduled reporting dates.
74.85 Site visits.
Subpart K—Grant and Subgrant Payment 
Requirements
74.90 Scope of subpart.
74.91 Definitions.
74.92 Basic standard.
74.93 Payment methods under 

nonconstruction grants.
74.94 Payment methods under construction 

grants.
74.95 Withholding of payments.
74.96 Requesting advances or 

reimbursements.

Subpart L—Programmatic Changes and 
Budget Revisions
74.100 Scope and applicability of this 

subpart.
74.101 Relationship to cost principles.
74.102 Prior approval procedures.
74.103 Programmatic changes.
74.104 Budgets generally.
74.105 Budget revisions-nonconstruction 

projects.
74.106 Budget revisions construction 

projects.
74.107 Construction and nonconstruction 

work under the same grant.
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74.108 Authorized funds exceeding needs.
Subpart M—Grant and Subgrant Closeout* 
Suspension, and Termination
74.110 Definitions.
74.111 Closeout.
74.112 Amounts payable to the Federal 

Government.
74.113 Violation of terms.
74.114 Suspension.
74.115 Termination.
Subpart N—Forms for Applying for Grants
74.120 Scope o f subpart.
74.121 [Reserved].
74.122 Preapplications for Federal 

assistance.
74.123 Notice of preapplication review 

action.
74.124 [Reserved]
74.125 [Reserved]
74.126 [Reserved]
74.127 Authorized forms and instructions for 

nongovernmental organizations.

Subpart 0—Property
General
74.130 Scope and applicability of this 

subpart.
74.131 Prohibition against additional 

requirements.
74.132 Definitions.
74.133 Title to réal property, equipment,, and 

supplies.
Real Property
74.134 Real property.
Equipment and Supplies
74.135 Exemptions for equipment and 

supplies subject to certain statutes.
74.136 Rights to require transfer of 

equipment.
74.137 Use of equipment
74.138 Replacement of equipment.
74.139 Disposition of equipment.
74.140 Equipment management 

requirements.
74.141 Supplies.
Federal Share of Real Property, Equipment, 
and Supplies
74.142. Federal share of property.
74.143 Subgrantee's share of market value 

or sales proceeds.
Intangible Personal Property
74.144 Inventions and patents.
74.145 Copyrights.
Subpart P—Procurement Standards
74.160 Scope of subpart; terminology.
74.161 General.
74.162 Code of conduct.
74.163 Free competition.
74.164 Procedural requirements.
74.165 [Reserved]
74.166 Contract provisions.
Subpart Q—Cost Principles
74.170 Scope of subpart.
74.171 [Reserved]
74.172 Institutions of higher education.
74.173 Hospitals.
74.174 Other nonprofit organizations.
74.175 Subgrants and cost-type contracts.
74.176 Costs allowable with approval.

Appendix A—[Reserved]:
Appendix B—[Reserved]
Appendix C—[Reserved]
Appendix D—Part 1—Principles for

determining costs applicable to research 
and development under grants and; 
contracts with educational institutions

Part II—Principles for determining costs 
applicable to training and other 
educational services under grants and 
contracts with educational institutions 

Appendix E—Principles for determining costs 
applicable to research and development 
under grants and contracts with 
hospitals.

Authority: 20 U.S.C. 3474; OMB Circular A - 
110, unless otherwise noted.

Subpart A—General

§ 74.1 Purpose and scope of this p art
(a) This part establishes uniform 

requirements for the administration of 
ED grants and principles for determining 
costs applicable to activities assisted by 
ED grants for all grantees other than 
State and local governments and Indian 
tribal organizations.

(b) Uniform requirements for State 
and local governments and Indian tribal 
organizations are in 34 CFR Part 80— 
Uniform Administrative Requirements 
for Grants and Cooperative Agreements 
to State and Local Governments.

(c) Recipients subject to this part are 
also subject to 34 CFR Parts 75,76, 77,
78, and 79, to the extent applicable.
§ 74.2 Scope of subpart

This subpart contains general rules 
pertaining to this Part 74 [definitions, 
purpose and scope, applicability, and 
appeals] and procedures for control of 
deviations from the part
§ 74.3 Definitions.

As used in this part:
"Awarding party" means [1) with 

respect to a grant, ED, and (2) with 
respect to a subgrant, the grantee. (See 
§ 74.4(b))

“Contract" means (except as used in 
the definitions for “grant" in this section 
and except where qualified by 
"Federal”) a procurement contract under 
a grant and “subcontract” means a 
procurement subcontract under such a 
contract.

"Cost-type contract” means a contract 
or subcontract in which the contractor 
or subcontractor is paid on the basis of 
the costs it incurs, but the term does not 
include such subcontracts under a non
cost-type contract or subcontract.

"ED” means the U.S. Department of 
Education.

“Expenditure report" means: (1) For 
nonconstruction grants, the "Financial 
Status Report” (or other equivalent 
report); (2) for construction grants, the 
“Outlay Report and Request for

Reimbursement for Construction 
Programs” (or other equivalent report). 
(See Subpart I of this part.)

“Grant” means an award of financial 
assistance in the form of money, or 
property in lieu of money, by the Federal 
Government to an eligible recipient. The 
term does not include any Federal 
procurements subject to the 
procurement regulations in 48 CFR, nor 
does it include technical assistance, 
which provides services instead of 
money, or other assistance in the form of 
revenue sharing, loans, loan guarantees, 
interest subsidies, insurance, or direct 
appropriations. Also, the term does not 
include assistance, such as a fellowship 
or other lump sum award, which the 
recipient is not required to account for 
on an actual cost basis.

“Grantee” means the nonprofit 
corporation or other legal entity to 
which a grant is awarded and which is 
accountable to the Federal Government 
for the use of the funds provided. The 
grantee is the entire legal entity even if 
only a particular component of the 
entity is designated in the award 
document. For example, a grant award 
document may name as the grantee an 
agency of a State, or one school or 
campus of a university. In these cases, 
the granting agency usually intends, or 
actually requires, that the named 
component assume primary or sole 
responsibility for administering the 
grant-assisted project or program. 
Nevertheless, foe naming of a 
component of a legal entity as the 
grantee in a grant award document shall 
not be construed as relieving the whole 
legal entity from accountability to the 
Federal Government for the use of the 
funds provided. (This definition is not 
intended to affect the eligibility 
provision of grant programs in which 
eligibility is limited to organizations, 
such as State educational agencies, 
which may be only components of a 
legal entity.) The term “grantee” does 
not include any secondary recipients 
such as subgrantees, contractors, etc., 
who may receive funds from a grantee 
pursuant to a grant.

“OMB” means the Office of 
Management and Budget within the 
Executive Office of the President.

“Recipient” means grantee or 
subgrantee.

"Terms of a grant or subgrant” means 
all requirements of the grant or 
subgrant, whether in statute, 
regulations, the award document or 
elsewhere.
§ 74.4 Applicability of this part

(a) General. (1) Except as provided in 
paragraphs (a) (2) and (3) of this section
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or where inconsistent with Federal 
statutes, regulations, or other terms of a 
grant, this part applies to all ED grants.

(2) With the exception of 34 CFR 74.62, 
which applies to Chapter 1, this part 
does not apply to the programs 
authorized under Chapter 1 and 
Subchapters A through C of Chapter 2 of 
the Education Consolidation and 
Improvement Act of 1981.

(3) Unless expressly made applicable 
by ED, this part does not apply when the 
grantee is a Federal agency, foreign 
government or organization, 
international organization such as the 
United Nations, for profit organization, 
or individual.

(b) Public institutions o f higher 
education and hospitals. Grants and 
subgrants to institutions of higher 
education and hospitals operated by a 
government shall be subject to 
provisions of this subpart.
§ 74.6 Deviations.

(a) Except as provided in § 74.7, a 
deviation is any exception to this part 
not required by Federal statute without 
allowance of agency discretion. A 
deviation may be either:

(1) Use of any policy, procedure, form, 
standard, or grant term which is 
inconsistent with an applicable 
provision of this part, or

(2) Failure to use any applicable 
policy, procedure, form, standard, or 
grant term which is required by this 
part.

(b) In order to maintain uniformity to 
the greatest extent feasible, deviations 
shall be kept to a minimum. A deviation, 
whether proposed by an applicant, a 
recipient, or an official of ED may be 
authorized only when it is necessary to 
meet programmatic objectives, or to 
conserve grant funds, or when it is 
otherwise essential in the public 
interest.

(c) A deviation from this part may be 
made only when authorized by the 
Secretary.

§ 74.7 Special grant conditions.
(a) Without regard to the deviation 

control procedures of § 74.6, special 
grant conditions more restrictive than 
those prescribed in this Part 74 may be 
imposed as needed when ED has 
determined that the grantee:

(1) Is financially unstable.
(2) Has a history of poor performance, 

or
(3) Has a management system which 

does not meet the standards of this part.
(b) When special conditions are 

imposed under paragraph (a) of this 
section, the grantee will be notified in 
writing:

(1) Why the special conditions were 
imposed and

(2) What corrective action is needed.
Furthermore, in accordance with OMB

Circular A-110, OMB and other Federal 
agencies in a granting relationship with 
the grantee will be provided copies of 
the notice to the grantee.

Subpart B—Cash Depositories
§ 74.10 Physical segregation and 
eligibility.

Except as provided in § 74.11, 
awarding parties shall not impose grant 
terms which:

fa) Require the recipient to use a 
separate bank account for the deposit of 
grant funds, or

(b) Establish any eligibility 
requirements for banks or other 
financial institutions in which recipients 
deposit grant funds.
§ 74.11 Checks-paid basis letter of credit.

A separate bank account shall be 
used when payments under letter of 
credit are made on a “checks-paid” 
basis. A checks-paid basis letter of 
credit is one under which funds are not 
drawn until the recipient’s checks have 
been presented to its bank for payment. 
(See Subpart K for definition of “letter of 
credit.”)
§ 74.12 Minority-owned banks.

Consistent with the national goal of 
expanding opportunities for minority 
business enterprises, grantees and 
subgrantees are encouraged to use 
minority-owned banks. Upon request,
ED will furnish a list of minority-owned 
banks.

Subpart C—Bonding and Insurance
§ 74.15 General

In administering grants and subgrants, 
recipients shall observe their regular 
requirements and practices with respect 
to bonding and insurance. No additional 
bonding and insurance requirements, 
including fidelity bonds, shall be 
imposed by the terms of the grant or 
subgrant except as provided in § § 74.16 
through 74.18.
§ 74.16 Construction and facility 
improvements.

(a) Scope o f this section. This section 
covers requirements for bid guarantees, 
performance bonds, and payments 
bonds when the recipient will contract 
for construction or facility improvement 
(including alterations and renovations of 
real property) under a grant or subgrant.

(b) Definitions. (1) “Bid guarantee” 
means a firm commitment such as a bid 
bond, certified check, or other 
negotiable instrument accompanying a

bid as assurance that the bidder will, if 
its bid is accepted, execute the required 
contractual documents within the time 
specified.

(2) “Performance bond” means a bond 
executed in connection with a contract 
to secure fulfillment of all the 
contractor’s obligations under the 
contract

(3) “Payment bond” means a bond 
executed in connection with a contract 
to assure payment as required by law of 
all persons supplying labor and material 
in the execution of the work provided 
for in the contract.

(c) Bids and contacts o f $100,000 or 
less. The recipient shall follow its own 
requirements and practices relating to 
bid guarantees, performance bonds, and 
payment bonds.

(d) Bids and contracts exceeding 
$100,000. The recipient may follow its 
own regular policy and requirements if 
the Secretary has determined that the 
Federal Government’s interest will be 
adequately protected. If this 
determination has not been made, the 
minimum requirements shall be as 
follows:

(1) A bid guarantee from each bidder 
equivalent to 5 percent of the bid price;

(2) A performance bond on the part of 
the contractor for 100 percent of the 
contract price; and

(3) A payment bond on the part of the 
contractor for 100 percent of the 
contract price.
§ 74.17 Fidelity bonds.

(a) ED may require a grantee to carry 
adequate fidelity bond coverage where 
the absence of coverage for the grant- 
supported activity is considered as 
creating an unacceptable risk.

(b) A fidelity bond is a bond 
indemnifying the recipient against losses 
resulting from the fraud or lack of 
integrity, honesty or fidelity of one or 
more employees, officers or other 
persons holding a position of trust.
§ 74.18 Source of bonds.

Any bonds required under 
§ 74.16(d)(1) through (3) or § 74.17 shall 
be obtained from companies holding 
certificates of authority as acceptable 
sureties (31 CFR, Part 223). A list of 
these companies is published annually 
by the Department of the Treasury in its 
Circular 570.

Subpart D—Retention and Access 
Requirements for Records
§ 74.20 Applicability.

(a) Except as provided in paragraph
(b) of this section, this subpart applies to 
all financial and programmatic records, 
supporting documents, statistical
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records and other records of recipients 
and of contractors and subcontractors 
under grants and subgrants, which are:

(1) Required to be maintained by the 
terms of an ED grant, or

(2) Otherwise reasonably considered 
as pertinent to an ED grant.

(b) This subpart does not apply to 
records maintained by the contractor or 
subcontractor for any of the following 
types of awards it has received under a 
grant or subgrant:

(1) Any contract or subcontract of 
$10,000 or less, or

(2) Any contract or subcontract 
awarded using the formal advertising 
method of procurement, whether or not 
required to be so awarded, or

(3) Any subcontract awarded under a 
contract or subcontract described in 
paragraph (b)(2) of this section.
§ 74.21 Length of retention period.

(a) Except as provided in paragraphs
(b) and (c) of this section, records shall 
be retained for 3-years from the starting 
date specified in § 74.22.

(b) If any litigation, claim, negotiation, 
audit or other action involving the 
records has been started before the 
expiration of the 3-year period, the 
records shall be retained until 
completion of the action and resolution 
of all issues which arise from it, or until 
the end of the regular 3-year period, 
whichever is later.

(c) In order to avoid duplicate 
recordkeeping, awarding parties may 
make special arrangements with 
recipients to retain any records which 
are continuously needed for joint use. 
The awarding party will request transfer 
of records to its custody when it 
determines that the records possess 
long-term retention value. When the 
records are transferred to or maintained 
by the awarding party the 3-year 
retention requirement is not applicable 
to the recipient.

Cross-reference: See 34 CFR 75.734— 
Record retention period. Section 75.734 
contains record retention requirements 
imposed by the General Education Provisions 
Act.

§ 74.22 Starting date of retention period.
(a) General. (1) Where ED grant 

support is continued or renewed at 
annual or other intervals, the retention 
period for the records of each funding 
period starts on the day the grantee 
submits to ED its single or last 
expenditure report for that period. 
However, if ED grant support is 
continued or renewed quarterly, the 
retention period for each year’s records 
starts on the day the grantee submits to 
ED its expenditure report for the last 
quarter of the Federal fiscal year. In all

other cases, the retention period starts 
on the day the grantee submits its final 
expenditure report to ED. If an 
expenditure report has been waived, the 
retention period starts on the day the 
report would have been due. 
“Expenditure report” is defined in § 74.3.

(2) Exceptions to this paragraph are 
contained in paragraphs (b) through (d) 
of this section.

(b) Equipment records. The retention 
period for the equipment records 
required by § 74.140(a) starts from the 
date of the equipment’s disposition
(§ 74.139) or replacement (§ 74.138) or 
transfer at the direction of the awarding 
party (§ 74.136).

(c) Records for income transactions 
after grant or subgrant support. (1) In 
some cases an ED requirement 
concerning the disposition of program 
income, as defined in Subpart F of this 
part, will be satisfied by applying the 
income to costs incurred after expiration 
or termination of grant or subgrant 
support for the activity giving rise to the 
income. In such a case, the retention 
period for the records pertaining to the 
costs starts from the end of the 
recipient’s fiscal year in which the costs 
are incurred.

(2) In some cases, there may be an ED 
requirement concerning the disposition 
of copyright royalities or other program 
income which is earned after expiration 
or termination of grant or subgrant 
support. Where there is such a 
requirement, the retention period for the 
records pertaining to the earning of the 
income starts from the end of the 
recipient’s fiscal year in which the 
income is earned. (See Subpart F of this 
part.)

(d) Indirect cost rate proposals, cost 
allocation plant, etc.—(1) Applicability. 
This paragraph applies to the following 
types of documents, and their supporting 
records:

(1) Indirect cost rate computations or 
proposals;

(ii) Any similar accounting 
computations of the rate at which a 
particular group of costs is chargeable 
(such as computer usage chargeback 
rates or composite fringe benefit rates).

(2) I f  submitted for negotiation. If the 
proposal, plan, or other computation is 
required to be submitted to die Federal 
Government (or to the grantee) to form 
the basis for negotiation of the rate, then 
the 3-year retention period for its 
supporting records starts from the date 
of such submission.

(3) I f not submitted for negotiation. If 
the proposal, plan, or other computation 
is not required to be submitted to the 
Federal Government for negotiation 
purposes, then the 3-year retention 
period for the proposal, plan, or

computation and its supporting records 
starts from the end of the fiscal year (or 
other accounting period) covered by the 
proposal, plan, or other computation.

Cross-Reference: See 34 CFR 75.734— 
Record retention period. Section 75.734 
contains record retention requirements 
imposed by the General Education Provisions 
Act.

§ 74.23 Substitution of microfilm.
Copies made by microfilming, 

photocopying, or similar methods may 
be substituted for the original records.
§ 74.24 Access to records.

(a) Records o f grantees. The Secretary 
and the Comptroller General of the 
United States, or any of their authorized 
representatives, shall have the right of 
access to any books, documents, papers, 
or other records of the grantee which are 
pertinent to the ED grant, in order to 
make audit, examination, excerpts, and 
transcripts.

(b) Records o f subgrantees. The 
Secretary, the Comptroller General of 
the United States, and the grantee, or 
any of their authorized representatives, 
shall have the right of access to any 
books, documents, papers, or other 
records of the subgrantee which are 
pertinent to the ED grant, in order to 
make audit, examination, excerpts, and 
transcripts.

(c) Records o f contractors and 
subcontractors. Except as provided in 
§ 74.20(b), the Secretary, the 
Comptroller General of the United 
States, the grantee, and (if the contract 
was awarded under a subgrant) the 
subgrantee, or any of their authorized 
representatives, shall have the right of 
access to any books, documents, papers, 
or other records of the contractor or 
subcontractor which are pertinent to the 
Ed grant, in order to make audit, 
examination, excerpts, and transcripts.

(d) Expiration o f right o f access. The 
rights of access in this section shall not 
be limited to the required retention 
period but shall last as long as the 
records are retained.
§ 74.25 Restrictions on public access.

Unless required by Federal statutes, 
awarding parties may not impose grant 
terms which limit public access to 
records covered by this subpart except 
after a determination by ED that the 
records must be kept confidential and 
would have been excepted from 
disclosure under ED’s “Freedom of 
Information” regulation (Part 5 of this 
title) if the records had belonged to ED. 
This section does not require recipients 
or their contractors and subcontractors 
to permit public access to their records.
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Subpart E [Reserved]

Subpart F—Grant-Related Income

§ 74.40 Scope of subpart.
This subpart contains policies and 

requirements relating to [a] program 
income and (b) interest and other 
investment income earned on advances 
of grant funds.
§ 74.41 Meaning of program income.

(a) Except as explained in paragraphs
(b) and (c) of this section, program 
income means gross income earned by a 
recipient from activities part or all of the 
cost of which is either borne as a direct 
cost by a grant or counted as a direct 
cost towards meeting a cost sharing or 
matching requirement of a grant. It 
includes but is not limited to such 
income in the form of fees for services 
performed during the grant or subgrant 
period, proceeds from sale of tangible 
personal or real property, usage or 
rental fees, and patent or copyright 
royalties. If income meets this definition, 
it shall be considered program income 
regardless of the method used to 
calculate the amount paid to the 
recipient—whether, for example, by a 
cost-reimbursement method or fixed 
price arrangement. Nor will the fact that 
the income is earned by the recipient 
from a Federal procurement contract or 
from a procurement contract under a 
Federal grant awarded to another party 
affect the income’s classification as 
program income.

(b) For research grants that are 
subject to an institutional cost-sharing 
agreement, income shall be considered 
program income only if it is earned from 
an activity part of all or the cost of 
which is borne as a direct cost by the 
Federal grant funds. An institutional 
cost-sharing agreement is one entered 
into between ED and a grantee covering 
all of ED’s research project grants to the 
grantee in the aggregate.

(c) The following shall not be 
considered program income:

(1) [Reserved]
(2) Tuition and related fees received 

by an institution of higher education for 
a regularly offered course taught by an 
employee performing under a grant or 
subgrant.

(d) For the purposes of this subpart, 
program income is divided into several 
categories. Each category is treated in a 
separate section of this subpart.
§ 74.42 General program income.

[a] Definition. General program 
income means all program income 
accruing to a grantee during the period 
of grant support or to a subgrantee 
during the period of subgrant support,

other than the special categories of such 
income treated in § § 74.43 through 74.45.

(b) Use. General program income shall 
be retained by the recipient and used in 
accordance with one or a combination 
of the alternatives in paragraphs (c), (d), 
and (e) of this section, as follows: The 
alternative in paragraph (c) of this 
section may always be used by 
recipients and must be used if neither of 
the other two alternatives is permitted 
by the terms of the grant. The 
alternatives in paragraph (d) or [e] of 
this section may be used only if 
expressly permitted by the terms of the 
grant. In specifying alternatives that 
may be used, the terms of the grant may 
distinguish between income earned by 
the grantee and income earned by 
subgrantees and between the sources, 
kinds, or amounts of income.

(c) Deduction alternative. (1) Under 
this alternative, the income is used for 
allowable costs of the project or 
program. If there is a cost-sharing or 
matching requirement, costs borne by 
the income may not count toward 
satisfying that requirement. Therefore, 
the maximum percentage of Federal 
participation is applied to the net 
amount determined by deducting the 
income from total allowable costs and 
third-party in-kind contributions. The 
income shall be used for current costs 
unless ED authorizes deferral to a later 
period.

(2) To illustrate this alternative, 
assume a project in which the grantee 
incurs $100,000 of allowable costs and 
receives no third-party in-kind 
contributions. If the grantee earns 
$10,000 in general program income and 
this alternative applies, that $10,000 
must be deducted from the $100,000 
before applying the maximum 
percentage of Federal participation. If 
that percentage is 90 percent, the most 
that could be paid to the grantee would 
therefore be $81,000 (90 percent times 
$90,000).

(d) Cost-sharing or matching 
alternative. (1) Under this alternative, 
the income is used for allowable costs of 
the project or program but, in this case 
the costs borne by the income may 
count toward satisfying a cost-sharing 
or matching requirement. Therefore, the 
maximum percentage of Federal 
participation is applied to total 
allowable costs and third-party in-kind 
contributions. The income shall be used 
for current costs unless ED authorizes 
deferral to a later period.

(2) To illustrate this alternative, 
assume the same situation as in 
paragraph (c)(2) of this section. Under 
this alternative, the 90 percent maximum 
percentage of participation would be 
applied to the full $100,000, and $90,000

could therefore be paid to the grantee.
(It should be noted that if $20,000 of 
general program income is earned, only 
$80,000 could be paid, since a grant 
cannot pay for costs which have been 
borne by general program income.)

(e) Additional cost alternative. Under 
this alternative, the income is used for 
costs with are in addition to the 
allowable costs of the project or 
program but which nevertheless further 
the objectives of the Federal statute 
under which the grant was made. 
Provided that the costs borne by the 
income further the broad objectives of 
that statute, they need not be of a kind 
that would be permissible as charges to 
Federal funds.
Examples of purposes for which the 
income may be used are:

(1) Expanding the project or program.
(2J Continuing the project or program 

after grant or subgrant support ends.
(3) Suporting other projects or 

programs that further the broad 
objectives of the statute.

(4) Obtaining equipment or other 
assets needed for the project or program 
or for other activities that further the 
statute’s objectives.

§ 74.43 Program income—proceeds from 
sale of real property and from sale of 
equipment and supplies acquired for use.

The following kinds of program 
income shall be governed by Subpart O 
of this part:

(a) Proceeds from the sale of real 
property purchased or constructed under 
a grant or subgrant.

(b) Proceeds from the sale of 
equipment and supplies fabricated or 
purchased under a grant or subgrant and 
intended primarily for use in the grant
or subgrant-supported project or 
program rather than for sale or rental.

§ 74.44 Program income—royalties and 
other income earned from a copyrighted 
work.

(a) This section applies to royalties, 
license fees, and other income earned by 
a recipient from a copyrighted work 
developed under the grant or subgrant. 
Income of that kind is covered by this 
section whether a third party or the 
recipient itself acts as the publisher, 
seller, exhibitor, or performer of the 
copyrighted work. In some cases the 
recipient incurs costs to earn the income 
but does not charge these costs to ED 
grant funds, to required cost-sharing or 
matching funds, or to other program 
income. Costs of that kind may be 
deducted from the gross income in order 
to determine how much must be treated 
as program income.
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(b) The terms of the grant govern the 
disposition of income subject to this 
section. If the terms do not treat this 
kind of income, there are no ED 
requirements governing the disposition
§ 74.45 Program income—royalties or 
equivalent Income earned from patents or 
from inventions.

Disposition of royalties or equivalent 
income earned on patents or inventions 
arising out of activities assisted by a 
grant or subgrant shall be governed by 
determinations made or agreements 
entered into under ED’s patent 
regulations. (See Parts 6 and 8 of this 
title.) If the determination or agreement 
does not provide for the disposition of 
the royalties or equivalent income, the 
disposition shall be in accordance with 
the recipients’ own policies.
§ 74.46 Program income—Income after 
grant or subgant support not otherwise 
treated.

(a) This section applies to program 
income not treated elsewhere in this 
part which arises from or is attributable 
to an activity while supported by a grant 
or subgrant but which does not accrue 
until after the period of grant or 
subgrant support. An example is 
proceeds from the sale or rental of a 
residual inventory or merchandise 
fabricated or purchased by a grant- 
supported workshop during the period of 
support.

(b) The terms of the grant govern the 
disposition of income subject to this 
section. If the terms do not treat this 
kind of income, there are no ED 
requirements governing the disposition.
§ 74.47 Interest earned on advances of 
grant funds.

(a) Except when exempted by Federal 
statute grantees shall remit to the 
Federal Government any interest or 
other investment income earned on 
advances of ED grant funds. This 
includes any interest or investment 
income earned by cost-type contractors 
on advances to them that are 
attributable to advances of ED grant 
funds to the grantee. Unless the grantee 
receives other instructions from the 
responsible ED official, the grantee shall 
remit the amount due by check or money 
order payable to the Department of 
Education.

(b) Recipients are cautioned that they 
are subject to the provisions in § 74.61(e) 
for minimizing the time between the 
transfer of advances and their 
disbursement. Those provisions apply 
even if there is no accountability to the 
Federal Government for interest or other 
investment income earned on the 
advances.

Subpart G—Cost Sharing or Matching

§ 74.50 Scope of subpart
(a) This subpart contains rules for 

satisfying Federal requirements for cost 
sharing or matching. These rules apply 
whether the cost sharing or matching is 
required by Federal statute or by other 
terms of the grant.

(b) ED and a grantee may enter into 
an institutional cost-sharing argeement 
covering all of ED’s research project 
grants to that grantee in the aggregate. 
Except as provided by the institutional 
cost-sharing agreement, this subpart 
applies to the satisfaction of the 
grantee’s obligation under the 
agreement, as well as to the satisfaction 
of cost-sharing or matching 
requirements that apply only to a single 
grant.
§ 74.51 Definitions.

For purposes of this subpart:
“Cost sharing or matching” means the 

value of third-party in-kind 
contributions and that portion of the 
costs of a grant-supported project or 
program not borne by the Federal 
Government.

“Equipment” has the same meaning 
given to that term in § 74.132, except 
that instead of “acquisition cost,” the 
words “market value at the time of 
donation” shall be substituted.

“Supplies” means all tangible 
personal property other than 
"equipment” as defined in this section.

‘Third-party in-kind contributions” 
means property or services which 
benefit a grant-supported project or 
program and which are contributed by 
non-Federal third parties without charge 
to the grantee, the subgrantee, or a cost- 
type contractor under the grant or 
subgrant.
§ 74.52 Basic rule: Costs and 
contributions acceptable.

With the qualifications and 
exceptions listed in § 74.53, a cost
sharing or matching requirement may be 
satisfied by either or both of the 
following:

(a) Allowable costs incurred by the 
grantee, the subgrantee, or a cost-type 
contractor under the grant or subgrant. 
This includes allowable costs borne by 
non-Federal grants or by other cash 
donations from non-Federal third 
parties.

(b) The value of third-party in-kind 
contributions applicable to the period to 
which the cost-sharing or matching 
requirement applies.
§ 74.53 Qualifications and exceptions.

(a) Costs borne by other Federal 
grants. Except as provided by Federal

statute, a cost-sharing or matching 
requirement may not be met by costs 
borne by another Federal grant. This 
prohibition does not apply to costs 
borne by general program income 
earned from a contract awarded under 
another Federal grant.

(b) Costs or contributions counted 
towards other Federal cost-sharing 
requirements. Neither costs nor the 
values of third-party in-kind 
contributions may count towards 
satisfying a cost-sharing or matching 
requirement of an ED grant if they have 
been or will be counted towards 
satisfying a cost-sharing or matching 
requirement of another Federal grant, a 
Federal procurement contract, or any 
other award of Federal funds.

(c) Costs financed by general program 
income. Costs financed by general 
program income, as defined in § 74.42, 
shall not count towards satisfying a 
cost-sharing or matching requirement of 
the ED grant supporting the activity 
giving rise to the income unless the 
terms of the grant expressly permit the 
income to be used for cost sharing or 
matching. (This is the alternative for use 
of general program income described in 
§ 74.42(d).)

(d) Records. Costs and third-party in- 
kind contributions counting towards 
satisfying a cost-sharing or matching 
requirement must be verifiable from the 
records of recipients or cost-type 
contractors. These records must show 
how the value placed on third-party in- 
kind contributions was arrived at. To 
the extent feasible, volunteer services 
shall be supported by the same methods 
that the organization uses to support the 
allocability of its regular personnel 
costs.

(e) Special standards for third-party 
in-kind contributions. (1) Third-party in- 
kind contributions shall count towards 
satisfying a cost-sharing or matching 
requirement only where, if the party 
receiving the contributions were to pay 
for them, the payments would be 
allowable costs.

(2) A third-party in-kind contribution 
shall not count as direct cost sharing or 
matching where, if the party receiving 
the contribution were to pay for it, the 
payment would be an indirect cost. 
Cost-sharing or matching credit for such 
contributions shall be given only if the 
recipient or contractor has established, 
along with its regular indirect cost rate, 
a special rate for allocating to individual 
projects or programs the value of the 
contributions.

(3) The values placed on third-party 
in-kind contributions for cost-sharing or 
matching purposes shall conform to the 
rules in the succeeding sections of this
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subpart. If a third party in-kind 
contribution is of a type not treated in 
those sections, the value placed upon it 
shall be fair and reasonable.
§ 74.54 Valuation of donated services.

(a) Volunteer services. Unpaid 
services provided to a recipient by 
individuals shall be valued at rates 
consistent with those ordinarily paid for 
similar work in the recipient’s 
organization. If the recipient does not 
have employees performing similar 
work, the rates shall be consistent with 
those ordinarily paid by other employers 
for similar work in the same labor 
market. In either case, a reasonable 
amount for fringe benefits may be 
included in the valuation.

(b) Employees o f other organizations. 
When an employer other than a 
recipient or cost-type contractor 
furnishes free of charge the services of 
an employee in the employee’s normal 
line of work, the services shall be 
valued at the employee’s regular rate of 
pay exclusive of the employer’s fringe 
benefits and overhead costs. If the 
services are in a different line of work, 
paragraph (a) of this section shall apply.
§ 74.55 Valuation of donated supplies and 
loaned equipment or space.

(a) If a third party donates supplies, 
the contribution shall be valued at the 
market value of the supplies at the time 
of donation.

(b) If a third party donates the use of 
equipment or space in a building but 
retains title, the contribution shall be 
valued at the fair rental rate of the 
equipment or space.
§ 74.56 Valuation of donated equipment, 
buildings, and land.

If a third party donates equipment, 
buildings or land, and title passes to a 
recipient, the treatment of the donated 
property shall depend upon the purpose 
of the grant, as follows:

(a) Awards for capital expenditures. If 
the purpose of the grant is to assist the 
recipient in the acquisition of property, 
the market value of that property at the 
time of donation may be counted as cost 
sharing or matching.

(b) Other awards. If assisting in the 
acquisition of property is not the 
purpose of the grant, the following rules 
apply:

(1) If approval is obtained from the 
awarding party, the market value at the 
time of donation of the donated 
equipment or buildings and the fair 
rental rate of the donated land may be 
counted as cost sharing or matching. In 
all cases, the approval may be given 
only if a purchase of the equipment or 
buildings or a purchase or rental of the

land would be approved as an allowable 
direct cost.

(2) If approval is not obtained under 
paragraph (b)(1) of this section, no 
amount may be counted for donated 
land, and only depreciation or use 
allowances may be counted for donated 
equipment and buildings. The 
depreciation or use allowances for this 
property are not treated as third party 
in-kind contributions. Instead, they are 
treated as costs incurred by the 
recipient. They are computed and 
allocated (usually as indirect costs) in 
accordance with the cost principles 
specified in Subpart Q of this part, in the 
same way as depreciation or use 
allowances for purchased equipment 
and buildings. The amount of 
depreciation or use allowances for 
donated equipment and buildings is 
based on the property’s market value at 
the time it was donated.
§ 74.57 Appraisal of real property.

In some cases under § § 74.55 and 
74.56, it will be necessary to establish 
the market value of land or a building or 
the fair rental rate of land or of space in 
a building. In these cases, ED may 
require that the market value or fair 
rental rate be established by a certified 
real property appraiser (or by a 
representative of the U.S. General 
Services Administration, if available) 
and that the value or rate be certified by 
a responsible official of the party to 
which the property or its use is donated.

Subpart H—Standards for Grantee and 
Subgrantee Financial Management 
Systems and Non-Federal Audits
§ 74.60 Scope of subpart

(a) This subpart contains standards 
for financial management systems and 
non-Federal audits of recipients.

(b) Awarding parties may not impose 
on recipients additional financial 
management standards or requirements 
concerning non-Federal audits. The 
awarding parties may, however, provide 
recipients with suggestions and 
assistance on these subjects.
§ 74.61 Financial management standards.

Grantees and subgrantees shall meet 
the following standards for their grant 
and subgrant financial management 
systems..

(a) Financial reporting. Accurate, 
current, and complete disclosure of the 
financial results of each project or 
program shall be made in accordance 
with the financial reporting 
requirements of the grant or subgrant.
The terms of grants and subgrants shall 
not require financial reporting on the 
accural basis if the recipient’s

accounting system is maintained on the 
cash basis. When accrual reporting is 
statutorily required, a recipient whose 
accounting system is not maintained on 
that basis shall not be required to 
convert it to the accrual basis; the 
recipient may develop the accrual 
information through an analysis of the 
documentation on hand.

(b) Accounting records. Records 
which identify adequately the source 
and application of funds for grant or 
subgrant-supported activities shall be 
maintained. These records shall contain 
information pertaining to grant or 
subgrant awards, authorizations, 
obligations, unobligated balances, 
assets, outlays, income, and, if the 
recipient is a government liabilities.

(c) Internal control. Effective control 
and accountability shall be maintained 
for all grant or subgrant cash, real and 
personal property covered by Subpart O 
of this part, and other assets. Recipients 
shall adequately safeguard all such 
property and shall assure that it is used 
solely for authorized purposes.

(d) Budgetary control. The actual and 
budgeted amounts for each grant or 
subgrant shall be compared. If 
appropriate or specifically required, 
recipients shall relate financial 
information to performance or 
productivity data, including the 
production of unit cost information. If 
unit cost data are required, estimates 
based on available documentation will 
be accepted whenever possible.

(e) Advance payments. Procedures 
shall be established to minimize the 
time elapsing between the advance of 
Federal grant or subgrant funds and 
their disbursement by the recipient. 
When advances are made by a letter-of- 
credit method, the recipient shall make 
drawdowns as close as possible to the 
time of making disbursements. Grantees 
advancing cash to subgrantees shall 
conform sustantially to the same 
standards of timing and amount as 
apply to advances by Federal agencies 
to grantees, including requirements for 
timely reporting of cash disbursements 
and balances. (See Subpart K of this 
part.)

(f) Allowable costs. Procedures shall 
be established for determining the 
reasonableness, allowability, and 
allocability of costs in accordance with 
the applicable cost principles prescribed 
by Subpart Q of this part and the terms 
of the grant.

(g) Source documentation. Accounting 
records shall be supported by source 
documentation such as cancelled 
checks, paid bills, payrolls, contract and 
subgrant award documents, etc.
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(h) Audit—(1) General, (i) This 
paragraph applies to each recipient that 
is not subject to the audit requirements 
in the appendix to 34 CFR Part 80.

(ii) Public hospitals and public 
colleges and universities are subject to 
this paragraph if excluded under 
paragraph 4 of the appendix to 34 CFR 
Part 80.

(iii) A financial and compliance audit 
shall be made in accordance with 
generally accepted auditing standards, 
including the standards of the U.S. 
General Accounting Office’s publication 
“Standards for Audit of Governmental 
Organizations, Programs, Activities, and 
Functions.” 1 The auditors engaged by a 
recipient shall meet the criteria for 
qualifications and independence in that 
publication.

(2) Purpose and scope. The purpose of 
these audits shall be to determine the 
effectiveness of the financial 
management systems and internal 
procedures established by the recipient 
to meet the terms of its grants and 
subgrants. The recipient’s auditors need 
not examine every grant or subgrant 
awarded to the recipient. Rather, audits 
generally should be made on an 
organization-wide basis to test the fiscal 
integrity of financial transactions and 
compliance with the terms of awards. 
These tests would include an 
appropriate sampling of Federal grants 
and subgrants.

(3) Frequency. These audits shall be 
conducted on a continuing basis or at 
scheduled intervals, usually once a year, 
but at least every two years. The 
frequency shall depend on the nature, 
size and complexity of the recipient’s 
grant- or subgrant-supported activities.

(4) Relation to Federal audit. These 
audits may affect the frequency and 
scope of Federal audit. However, 
nothing in this section is intended to 
limit the right of the Federal 
Government to conduct an audit of a 
grant- or subgrant-supported activity,

(5) Audit resolution. The recipient 
shall follow a systematic method to 
assure timely and appropriate resolution 
of audit findings and recommendations.

(6) Copies o f audit reports. A copy of 
each audit report, and a description of 
its resolution, shall be furnished to ED.

Subpart I—Financial Reporting 
Requirements
§74.70 Scope and applicability of subpart.

This subpart prescribes requirements 
and forms for grantees to report 
financial information to ED, and to

* Available from the Superintendent of 
Documents, U.S. Government Printing Office, 
Washington, D.C. 20402.

request grant payments when a letter of 
credit is not used.
§74.71 Definitions.

As used in this subpart or in the forms 
identified by this subpart:“Accured 
expenditures” are the charges by 
grantee during a given period requiring 
the provision of funds for: (a) Goods and 
other tangible property received; (b) 
services performed by employees, 
contractors, and other payees; and (c) 
amounts “becoming owed” for which no 
current services or performance is 
required, such as annuities, insurance 
claims, and other benefit payments.

"Accrued income” is the sum of (a) 
earnings during a given period from 
services performed by the grantee and 
from goods and other tangible property 
delivered to purchasers, and (b) 
amounts becoming owed to the grantee 
for which no current services or 
performance is required by the grantee.

"Federal funds authorized” means the 
total amount of Federal funds obligated 
by the Federal Government and 
authorized for use by the grantee.

“In-kind contributions” means “third 
party in-kind contributions” as defined 
in Subpart G of this part.

“Obligations” are the amounts of 
orders placed, contracts awarded, 
services received, and similar 
transactions during a given period, 
which will require payment during the 
same or a future period.

“Outlays” are charges made to the 
grant project or program. Outlays may 
be reported on a cash or accrual basis.

“Program income” has the same 
meaning it has in Subpart F of this part.

“Unobligated balance” is the portion 
of the Federal funds authorized which 
has not been obligated by the grantee 
and is determined by deducting the 
grantee’s cumulative obligations from 
the cumulative Federal funds 
authorized.

“Unliquidated obligations,” for reports 
prepared on a cash basis, are the 
amount of obligations incurred by the 
grantee that has not been paid. For 
reports prepared on an accrued 
expenditure basis, they are the amount 
of obligations incurred by the grantee 
for which an outlay has not been 
recorded.
§ 74.72 General.

(a) Except as provided in paragraphs
(d) and (e) of this section, grantees shall 
use only the forms specified in § § 74.73 
through 74.76, and such supplementary 
or other forms as may from time to time 
be authorized by ED, for:

(1) Submitting grant financial reports 
to granting agencies, or

(2) Requesting advances or 
reimbursements when letters of credit 
are not used.

(b) Grantees shall follow all 
applicable standard instructions issued 
by OMB for use in connection with the 
forms specified in § § 74.73 through 74.76. 
ED may issue substantive 
supplementary instructions. ED may 
shade out or instruct the grantee to 
disregard any line item that ED finds 
unnecessary for its decision making 
purposes.

(c) Grantees will not be required to 
submit more than the original and two 
copies of forms required under this 
subpart.

(d) ED may provide computer outputs 
to grantees to expedite or contribute to 
the accuracy of reporting-ED may 
accept the required information from 
grantees in machine usable format or 
computer printouts instead of prescribed 
formats.

(e) When ED has determined that a 
grantee’s accounting system does not 
meet the standards for financial 
management systems contained in 
Subpart H of this part, it may require 
financial reports with more frequency or 
more detail (or both), upon written 
notice to the grantee (without regard to 
§ 74.7), until such time as the standards 
are met.

(f) ED may waive any report required 
by this subpart if not needed.

(g) ED may extend the due date for 
any financial report upon receiving a 
justified request from the grantee.
§ 74.73 Financial Status Report.

(a) Form. Grantees shall use Standard 
Form 269, Financial Status Report, to 
report the Status of funds for all 
nonconstruction grants.

(b) Accounting basis. Each grantee 
shall report program outlays and 
program income on the same accounting 
basis, i.e., cash or accrued expenditure 
(accrual), which it uses in its accounting 
system.

(c) Frequency. ED may prescribe the 
frequency of the report for each project 
or program. However, the report shall 
not be required more frequently than 
quarterly except as provided in § § 74.7 
and 74.72(e). If ED does not specify the 
frequency of the report, it shall be 
submitted annually. A final report shall 
be required upon expiration or 
termination of grant support.

(d) Due date. When reports are 
required on a quarterly or semiannual 
basis, they shall be due 30 days after the 
reporting period. When required on an 
annual basis, they shall be due 90 days 
after the grant year. Final reports shall
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be due 90 days after the expiration or 
termination of grant support.
§ 7474 Federal Cash Transactions Report.

(a) Form. (1) For grants paid by letters 
of credit (or Treasury check advances) 
through any ED payment office except 
the Departmental Federal Assistance 
Financing System (DFAFS), the grantee 
shall submit to the payment office 
Standard Form 272, Federal Cash 
Transactions Report, and when 
necessary, its continuation sheet, 
Standard Form 272a. For grants paid by 
DFAFS, the grantee shall submit DFAFS 
Report 27, Recipient Report of 
Expenditures, to DFAFS.

(2) These reports will be used by the 
ED payment office to monitor cash 
advanced to grantees and to obtain 
disbursement or outlay information for 
each grant from grantees. The format of 
the report may be adapted as 
appropriate when reporting is to be 
accomplished with the assistance of 
automatic data processing equipment: 
Provided, That the information to be 
submitted is not changed in substance.

(b) Forecasts o f Federal cash 
requirements. Forecasts of Federal cash 
requirements may be required in the 
“Remarks” section of the report.

(c) Cash in hands o f secondary 
recipients. When considered necessary 
and feasible by the ED payment office, 
grantees may be required to report the 
amount of cash subadvances In excess 
of three days’ needs in the hands of their 
contractors and to provide short 
narrative explanations of actions taken 
by the grantee to reduce the excess 
balances.

(d) Frequency and due date. Grantees 
shall submit the report no later than 15 
working days following the end of each 
quarter. However, where a letter of 
credit authorizes advances at an 
annualized rate of one million dollars or 
more, the ED payment office may 
require the report to be submitted within 
15 working days following the end of 
each month.
§ 74.75 Request for Advance or 
Reimbursement.

(a) (1) Advance payments. Requests 
for Treasury check advance payments 
shall be submitted on Standard Form 
270, Request for Advance or 
Reimbursement. (This form is not used 
for drawdowns under a letter of credit 
or when Treasury check advance 
payments are made to the grantee 
automatically on a predetermined 
basis.)

(2) Reimbursements. Requests for 
reimbursement under non-construction 
grants shall also be submitted on 
Standard Form 270. (For reimbursement

requests under construction grants, see 
§ 74.76(a).)

(b) The frequency for submitting 
payment requests is treated in § 74.96.
§ 74.76 Outlay report and request for 
reimbursement for construction programs.

(a) Construction grants paid by 
reimbursement method. (1) Requests for 
reimbursement under construction 
grants shall be submitted on Standard 
Form 271, Outlay Report and Request for 
Reimbursement for Construction 
Programs. ED may, however, prescribe 
the Request for Advance or 
Reimbursement form specified in § 74.75 
instead of this form.

(2) The frequency for submitting 
reimbursement requests is teated in 
§ 74.96

(b) Construction grants paid by letter 
o f credit or Treasury check advance. (1) 
When a construction grant is paid by 
letter of credit or Treasury check 
advances, the grantee shall report its 
outlays to ED using Standard Form 271, 
Outlay Report and Request for 
Reimbursement for Construction 
Programs. ED will provide any 
necessary special instruction. However, 
frequency and due date shall be 
governed by § 74.73 (c) and (d).

(2) When a construction grant is paid 
by Treasury check advances based on 
periodic requests from the grantee, the 
advances shall be requested on the form 
specified in § 74.75.

(3) ED may substitute the Financial 
Status Report specified in § 74.73 for the 
Outlay Report and Request for 
Reimbursement.

(c) Accounting basis. The accounting 
basis for the Outlay Report and Request 
for Reimbursement for Construction 
Programs shall be governed by
§ 74.73(b).

Subpart J—Monitoring and Reporting 
of Program Performance

§74.80 Scope of subpart
This subpart sets forth the procedures 

for monitoring and reporting program 
performance of recipients. These 
procedures are designed to place 
reliance on recipients to manage the 
day-to-day operations of their grant- and 
subgrant-supported activities.

§ 74.81 Monitoring by recipients.
Recipients shall monitor the 

performance of grant- and subgrant- 
supported activities. They shall review 
each program, function, or activity to 
assure that adequate progress is being 
made towards achieving the goals of the 
grant or subgrant.

§ 74.82 Performance reports under 
nonconstruction grants.

(a) Where ED determines that 
performance information sufficient to 
meet its programmatic needs will be 
available from subsequent applications, 
ED will require the grantee to submit a 
performance report only upon expiration 
or termination of grant support. This 
report will be due on the same date as 
the final financial Status Report unless 
waived by ED. Note that the 
“Application for Federal Assistance 
(Nonconstruction Programs)” prescribed 
by Subpart N of this part, when used to 
request continued support, provides 
information substantially equivalent to a 
performance report.

(b) Except as provided in paragraph
(a) of this section, grantees shall submit 
annual performance reports unless ED 
requires quarterly or semiannual 
reports. Annual reports shall be due 90 
days after the grant year; quarterly or 
semiannual reports shall be due 30 days 
after the reporting period. A final 
performance report shall be due 90 days 
after the expiration or termination of 
grant support. ED may extend the due 
date for any performance report upon 
receiving a justified request from the 
grantee. In addition, ED may waive the 
requirement for any performance report 
which is not needed.

(c) The content of performance reports 
shall conform to any instructions issued 
by the granting agency, including, to the 
extent appropriate to the particular 
grant, a brief presentation of the 
following for each program, function, or 
activity involved:

(1) A comparison of actual 
accomplishments to the goals 
established for the period. Where the 
output of the project or program can be 
readily expressed in numbers, a 
computation of the cost per unit of 
output may be required if that 
information will be useful.

(2) The reasons for slippage if 
established goals were not met.

(3) Other pertinent information 
including, when appropriate, analysis 
and explanation of unexpectedly high 
overall or unit costs.

(d) Grantees will not be required to 
submit more than the original and two 
copies of performance reports.
§ 74.83 Performance reports under 
construction grants.

In general, awarding parties rely 
heavily on on-site technical inspection 
and certified percentage-of-completion 
data to keep themselves informed as to 
progress under construction grants. 
Formal performance reports to 
supplement those sources of information
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shall be required only if considered 
necessary by the awarding party, and in 
no case more frequently than quarterly.
§ 74.84 Significant developments between 
scheduled reporting dates.

Between the scheduled performance 
reporting dates, events may occur which 
have significant impact upon the grant
or subgrant-supported activity. In such 
cases, the recipient shall inform the 
awarding party as soon as the following 
types of conditions become known:

(a) Problems, delays, or adverse 
conditions which will materially impair 
the ability to attain the objective of the 
award. This disclosure shall be 
accompanied by a statement of the 
action taken, or contemplated, and any 
assistance needed to resolve the 
situation.

(b) Favorable developments which 
enable meeting time schedules and goals 
sooner or at less cost than anticipated or 
producing more beneficial results than 
originally projected.
§74.85 Site visits.

Site visits may be made as necessary 
by representatives of ED to:

(a) Review program accomplishments 
and management control systems.

(b) Provided such technical assistance 
as may be required.

Subpart K—Grant and Subgrant 
Payment Requirements

§ 74.90 Scope of subpart
This subpart prescribes the basic 

standard and the methods under which 
ED will make grant payments to 
grantees.
§ 74.91 Definitions.

As used in this subpart:
“Advance by Treasury check” is a 

payment made by a Treasury check to a 
grantee, upon its periodic request or 
through the use of predetermined 
payment schedules, before payments are 
made by the grantee.

“Letter of credit” is an instrument 
certified by an authorized official which 
authorizes a recipient to draw funds 
needed for immediate disbursement in 
accordance with Treasury Circular No. 
1075.

“Percentage of completion method” 
refers to a system under which 
payments are made for construction 
work according to the percentage of 
completion of the work, rather than to 
the grantee’s rate of disbursements.
§ 74.92 Basic standard.

Methods and procedures for making 
payments to recipients shall minimize 
the time elapsing between the transfer

of funds and the recipient’s 
disbursements.
§ 74.93 Payment methods under 
nonconstruction grants.

(a) Letters of credit will be used to 
pay ED grantees when all of the 
following conditions exist:

(1) There is or will be a continuing 
relationship between the grantee and 
the ED payment office for at least a year 
and the total amount of advances to be 
received from the ED payment office is 
$120,000 or more per year,

(2) The grantee has maintained, or 
demonstrated to ED the willingness and 
ability to maintain, procedures that 
minimize the time elapsing between the 
transfer of funds from the Treasury and 
their disbursement by the grantee, and

(3) The grantee’s financial 
management system meets the 
standards for fund control and 
accountability in Subpart H of this part.

(b) Advances by Treasury check will 
be used, in accordance with Treasury 
Circular No. 1075, when the grantee 
does not meet the requirements in 
paragraph (a)(1) of this section but does 
meet the requirements in paragraphs
(a)(2) and (3) of this section.

(c) Reimbursement by Treasury check 
will be preferred method when the 
requirements of either paragraph (a)(2) 
or paragraph (a)(3) of this section are 
not met. This method may also be used 
when the major portion of the program 
is accomplished through private market 
financing or Federal loans, and the 
Federal grant assistance constitutes a 
minor portion of the program.
§ 74.94 Payment methods under 
construction grants.

(a) Reimbursement by Treasury check 
shall be the preferred method when the 
grantee does not meet the requirements 
specified in § 74.93(a) (2) or (3), and may 
be used for any ED construction grant 
unless ED has entered into an agreement 
with the grantee to use a letter of credit 
for all ED grants, including construction 
grants.

(b) When the reimbursement by 
Treasury check method is not used,
§ 74.93 (a) and (b) shall apply to the 
construction grant. Implementing 
procedures under § 74.93 (a) and (b) will 
be insofar as possible the same for 
construction grants as for 
nonconstruction grants awarded to the 
same grantee.

(c) ED will not use the percentage of 
completion method to pay its 
construction grants. The grantee may 
use that method to pay its construction 
contractor, hut if it does, ED’s payments 
to the grantee will nevertheless be

based on the grantee’s actual rate of 
disbursements.
§ 74.95 Withholding of payments.

(a) Unless otherwise required by 
Federal statute, payments for proper 
charges incurred by grantees will not be 
withheld unless (1) the grantee has 
failed to comply with Federal reporting 
requirements or (2) the grant is 
suspended pursuant to § 74.114 or (3) the 
grantee owes money to the United 
States and collection of the debt by 
withholding grant payments will not 
impair the accomplishment of the 
objectives of any grant program 
sponsored by the United States.

(b) Cash withheld for failure to 
comply with reporting requirements but 
without suspension of the grant will be 
released to the grantee upon subsequent 
compliance. When a grant is suspended, 
payment adjustments will be made in 
accordance with § 74.114. When a debt 
is to be collected, ED may withhold 
payments or require appropriate 
accounting adjustments to recorded 
grant cash balances for which the 
grantee is accountable to the Federal 
Government, in order to liquidate the 
indebtedness.
§ 74.96 Requesting advances or 
reimbursements.

(a) If advances are made by Treasury 
check and the advances are not 
prescheduled, the grantee shall submit 
its requests for payment monthly. Less 
frequent requests are not permitted 
because they would result in advances 
covering excessive periods of time.

(b) If payments are made through 
reimbursement by Treasury check, the 
grantee may submit its requests for 
reimbursement monthly and may submit 
them more often if authorized. Tlie 
grantee will be paid as promptly as 
possible, ordinarily within 30 days after 
receipt of a proper request for 
reimbursement.

(c) The forms for requesting advances 
or reimbursements are identified in 
Subpart I of this part.

Subpart L—Programmatic Changes 
and Budget Revisions
§ 74.100 Scope and applicability of this 
subpart.

This subpart deals with prior approval 
requirements for post-award 
programmatic changes and budget 
revisions by recipients.
§ 74.101 Relationship to cost principles.

The cost principles in Appendices D 
and E to this part contain requirements 
for prior approval of certain types of 
cost (see § 74.176). Except when waived,
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those requirements apply to all grants 
and subgrants even if § § 74.103 through 
74.106 do not.
§ 74.102 Prior approval procedures.

(a) For grants. When requesting a 
prior approval required by this subpart, 
grantees shall address their requests to 
the responsible ED grants officer. 
Approvals shall not be valid unless they 
are in writing and signed by the 
authorized ED official.

(b) Timing. Within 30 days from the 
date of receipt of a request for approval, 
the approval authority shall review the 
request and notify the recipient of its 
decision. If the request for approval is 
still under consideration at the end of 30 
days, the approval authority shall 
inform the recipient in writing as to 
when to expect the decision.
§ 74.103 Programmatic changes.

(a) Scope. This section contains 
requirements for prior approval of 
departures, other than budget revisions, 
from approved project plans. In addition 
to the requirements in this section, 
awarding parties may require prior 
approval for other kinds of 
programmatic changes to an approved 
grant project.

(b) Changes to project scope or 
objectives. The recipient shall obtain 
prior approval for any change to the 
scope or objectives of the approved 
project. {For construction projects, any 
material change in approved space 
utilization or functional layout shall be 
considered a change in scope.)

(c) Changes in key people. The 
recipient of a grant or subgrant for 
research (or any other kind of grant or 
subgrant if the terms of the award make 
this rule applicable) shall obtain prior 
approval:

(1) To continue the project during any 
continuous period of more than 3 
months without the active direction of 
an approved project director or principal 
investigator: or

(2) To replace the project director or 
principal investigator (or any other 
persons named and expressly identified 
as key project people in the notice of 
grant or subgrant award) or to permit 
any such people to devote substantially 
less effort to the project than was 
anticipated when the grant or subgrant 
was awarded.

(d) Other programmatic changes. The 
following shall require prior approval 
except to the extent explicitly included 
in the project plan as approved by the 
awarding party at the time of award:

(1) Transferring to a third party, by 
contracting or any other means, the 
actual performance of the substantive 
programmatic work. The term

“substantive programmatic work’* 
means activities which are central to 
carrying out the purpose of the project, 
and not merely incidental. Transfer of 
substantive programmatic work does 
not include purchase of supplies, 
materials, or equipment; acquisition of 
general or incidental support services; 
obtaining advice; or transfer of activities 
whose cost is treated as an indirect cost.

(2) Providing medical care to 
individuals under research grants.

Cross-Reference: See 34 CFR 75.708— 
Prohibition of subgrants.

§ 74.104 Budgets generally.
(a) Definitions. In this subpart:
(lj "Budget” means the recipient's

financial plan for carrying out the 
project or program.

(2) “Approved budget” means a 
budget (including any revised budget) 
which has been approved by the 
awarding party.

(b) Research project budgets. For 
research projects, approved budgets 
shall not include the recipient’s share of 
project costs.

(c) Non-research project budgets. For 
non-research projects which involve 
cost sharing or matching, approved 
budgets shall ordinarily consist of a 
single set of figures covering total 
project cost (the sum of the awarding 
party’s share and the recipient’s share). 
However, the awarding party may 
specify that the recipient’s share not be 
included in the approved budget. In no 
case, however, shall the approved 
budget be in the form of a separate set 
of figures for each share.

(d) Subdivision by programmatic 
segments. Some grants encompass two 
or more programmatic segments (such 
as discrete programs, projects, functions, 
or types of activities). In these cases, the 
awarding party may require that the 
approved budget be subdivided to show 
the anticipated cost of each 
programmatic segment.
§ 74.105 Budget revisions— 
nonconstruction projects.

(a) Except as provided in paragraph 
(b) of this section, the recipient of a 
grant or subgrant having an approved 
budget shall obtain prior approval for 
any budget revision which will:

(1) Involve transfer of amounts 
budgeted for indirect costs to absorb 
increases in direct costs, or

(2) Involve transfer of amounts 
previously budgeted for student support 
(tuition waivers, stipends, and other 
payments to or for trainees), or

(3) Result in a need for the award of 
additional funds, e.g., an increase in the 
base upon which indirect costs are 
calculated which will increase allocable

indirect costs and result in a claim for a 
supplementary award.

(b) Any or all of the prior approval 
requirements in paragraph (a) of this 
section may be waived by the awarding 
party.

(c) Except as provided in §§ 74.107 
and 74.176, other budget changes under 
nonconstruction grants do not require 
approval.
§ 74.106 Budget revisions—construction 
projects.

Unless provided otherwise by the 
terms of the grant or subgrant, revisions 
to construction project budgets do not 
requre approval.
§ 74.107 Construction and 
nonconstruction work under the same 
grant

When a grant provides support for 
both construction and nonconstruction 
work, the awarding party may require 
prior approval before any fund or budget 
transfers between the two types of 
work.
§ 74.108 Authorized funds exceeding 
needs.

The recipient shall notify the 
awarding party promptly whenever the 
amount of grant or subgrant authorized 
funds is expected to exceed needs by 
more than $5,000 or 5 percent of the 
grant or subgrant, whichever is greater. 
This notification will not be required 
under continuing grants or subgrant9 if 
the application for the next period’s 
funding will include an estimate of what 
the unobligated balance of authorized 
funds will be at the end of the current 
period.

Subpart M—Grant and Subgrant 
Closeout, Suspension, and 
Termination

§ 74.110 Definition.
“Grant closeout” means the process 

by which ED determines that all 
applicable administrative actions and 
all required work of the grant have been 
completed by the grantee and ED.

“Suspension” of a grant means 
temporary withdrawal of the grantee’s 
authority to obligate grant funds pending 
corrective action by the grantee or a 
decision to terminate the grant.

“Termination” of a grant means 
permanent withdrawal of the grantee’s 
authority to obligate previously 
awarded grant funds before that 
authority would otherwise expire. It also 
means the voluntary relinquishment of 
that authority by the grantee. 
"Termination” does not include:

(a) Withdrawal of funds awarded on 
the basis of the grantee’s underestimate
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of the unobligated balance in a prior 
period;

(b) Refusal by ED to extend a grant or 
award additional funds (such as refusal 
to make a competing or noncompeting 
continuation, renewal, extension, of 
supplemental award);

(c) Withdrawal of the unobligated 
balance as of the expiration of a grant;

(d) Annulment, i.e., voiding, of a grant 
upon determination that the award was 
obtained fraudulently, or was otherwise 
illegal or invalid from inception.

§74.111 Closeout.
(a) Each grant shall be closed out as 

promptly as is feasible after expiration 
or termination.

(b) In closing out ED grants, the 
following shall be observed:

(1) Upon request, ED shall promptly 
pay the grantee for any allowable 
reimbursable costs not covered by 
previous payments.

(2) The grantee shall immediately 
refund or otherwise dispose of, in 
accordance with instructions from ED, 
any unobligated balance of cash 
advanced to the grantee.

(3) The grantee shall submit, within 90 
days of the date of expiration or 
termination, all financial, performance, 
and other reports required by the terms 
of the grant. ED may extend the due 
date for any report upon receiving a 
justified request from the grantee, and 
may waive any report which is not 
needed.

(4) ED shall make a settlement for any 
upward or downward adjustment of the 
Federal share of costs, to the extent 
called for by the terms of the grant.

(c) (1) The closeout of a grant does not 
affect the retention period for, or 
Federal rights of access to, grant 
records. See Subpart D of this part.

(2) If a grant is closed out without 
audit, ED retains the right to disallow 
and recover an appropriate amount after 
fully considering any recommended 
disallowances resulting from an audit 
which may be conducted later.

(3) The closeout of a grant does not 
affect the grantee’s responsibilities with 
respect to property under Subpart O of 
this part, or with respect to any program 
income for which the grantee is still 
accountable under Subpart F of this 
part.

§ 74.112 Amounts payable to the Federal 
Government

For each grant, the following sums 
shall constitute a debt or debts owed by 
the grantee to the Federal Government, 
and shall, if not paid upon demand, be 
recovered from the grantee or its 
successor or assignees by setoff or other 
action as provided by law:

(a) Any grant funds paid to the 
grantee by the Federal Government in 
excess of the amount to which the 
grantee is finally determined to be 
entitled under the terms of the grant;

(b) Any interest or other investment 
income earned on advances of grant 
funds which is due the Federal 
Government pursuant to § 74.47;

(c) Any royalties or other special 
classes of program income which, under 
the terms of the grant, are required to be 
remitted to the Federal Government (see 
Subpart F of this part);

(d) Any amounts due the Federal 
Government under Subpart O of this 
part; and

(e) Any other amounts finally 
determined to be due the Federal 
Government under the terms of the 
grant.

§ 74.113 Violation of terms.
(a) When a grantee has materially 

failed to comply with the terms of a 
grant, ED may suspend the grant, in 
accordance with § 74.114, terminate the 
grant for cause, as provided in § 74.115, 
or take such other remedies as may be 
legally available and appropriate in the 
circumstances.

(b) If a project or program is 
supported over two or more funding 
periods, a grant may be suspended or 
terminated in the current period for 
failure to submit a report still due from a 
prior period.

§74.114 Suspension.
(a) When a grantee has materially 

failed to comply with the terms of a 
grant, ED may, upon reasonable notice 
to the grantee, suspend the grant in 
whole or in part. The notice of 
suspension will state the reasons for the 
suspension, any corrective action 
required of the grantee, and the effective 
date. The suspension may be made 
effective at once if a delayed effective 
date would be unreasonable considering 
ED’s responsibilities to protect the 
Federal Government’s interest. 
Suspensions shall remain in effect until 
the grantee has taken corrective action 
satisfactory to ED or given evidence 
satisfactory to ED that such corrective 
action will be taken, or until ED 
terminates the grant.

(b) New obligations incurred by the 
grantee during the suspension period 
will not be allowed unless ED expressly 
authorizes them in the notice of 
suspension or an amendment to it. 
Necessary and otherwise allowable 
costs which the grantee could not 
reasonably avoid during the suspension 
period will be allowed if they result 
from obligations properly incurred by 
the grantee before the effective date of

the suspension and not in anticipation of 
suspension or termination. At the 
discretion of ED, third-party in-kind 
contributions applicable to the 
suspension period may be allowed in 
satisfaction of cost sharing or matching 
requirements.

(c) Appropriate adjustments to 
payments under the suspended grant 
will be made either by withholding 
subsequent payments or by not allowing 
the grantee credit for disbursements 
made in payment of unauthorized 
obligations incurred during the 
suspension period.
§ 74.115 Termination.

(a) Termination for cause. ED may 
terminate any grant in whole, or in part, 
at any time before the date of 
expiration, whenever ED determines 
that the grantee has materially failed to 
comply with the terms of the grant. ED 
shall promptly notify the grantee in 
writing of the determination and the 
reasons for the termination, together 
with the effective date.

(b) Termination on other grounds. 
Except as provided in paragraph (a) of 
this section, grants may be terminated in 
whole or in part only as follows:

(1) By ED with the consent of the 
grantee, in which case the two parties 
shall agree upon the termination 
conditions, including the effective date 
and in the case of partial terminations, 
the portion to be terminated, or

(2) By the grantee, upon written 
notification to ED, setting forth the 
reasons for such termination, the 
effective date, and in the case of partial 
terminations, the portion to be 
terminated. However, if, in the case of a 
partial termination, ED determines that 
the remaining portion of the grant will 
not accomplish the purposes for which 
the grant was made, ED may terminate 
the grant in its entirety under either 
paragraph (a) or paragraph (b)(1) of this 
section.

(c) Termination settlements. When a 
grant is terminated, the grantee shall not 
incur new obligations for the terminated 
portion after the effective date, and shall 
cancel as many outstanding obligations 
as possible. ED will allow full credit to 
the grantee for the Federal share of the 
noncancellable obligations properly 
incurred by the grantee prior to 
termination.
Subpart N—Forms for Applying for 
Grants
§ 74.120 Scope of subpart.

(a) This subpart is not applidable to 
mandatory or formula grant programs 
which do not require applicants to apply 
to ED for funds on a project basis.
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(b) ED may prescribe the form of 
applications by nongovernmental 
organizations (including hospitals and 
institutions of higher education operated 
by a government), and may use a 
standard facesheet for these 
applications.
§ 74.121 [Reserved)

§ 74.122 Preapplications for Federal 
assistance.

The purposes of preapplications shall 
be to:

(a) Establish communications 
between the applicant and ED;

(b) Determine the applicant's 
eligibility;

(c) Determine how well the project 
can compete with similar applications 
from others in order to discourage 
proposals which have little or no chance 
for Federal funding before applicants 
incur significant expenditures for 
preparing an application.
§ 74.123 Notice of preappfication review 
action.

(a) ED will inform applicants of the 
results of the review of the 
preapplications submitted to them.

(b) ED will send a notice to the 
applicant ordinarily within 45 days of 
the receipt of the preapplication form.

(c) If the review cannot be made 
within 45 days, the applicant will be 
informed by letter as to when the review 
will be completed.
§ 74.124-74.126 [Reserved!

§ 74.127 Authorized forms and 
instructions for nongovernmental 
organizations.

Nongovernmental organizations shall 
use application forms and instructions 
prescribed by ED, except that the 
facesheet of such applications shall be 
standard form 424 for grants under 
programs covered by Executive Order 
12372.

Subpart 0 —Property
General
§74.130 Scope and applicability of this 
subpart.

(a) Except as explained in paragraphs
(c), (d), and (e) of this section this 
subpart applies to real property, 
equipment, and supplies acquired with 
grant support. To be considered 
acquired with grant support, some or all 
of the property’s acquisition cost must 
be a direct cost under the grant, a 
subgrant, or a cost-type contract and 
must be either borne by grant funds or 
counted toward satisfying a grant cost- 
sharing or matching requirement.

(b) This subpart also deals with 
inventions, patents, and copyrights 
arising out of activities assisted by a 
grant or subgrant.

(c) This subpart does not apply to—
(1) Property for which only 

depreciation or use allowances are 
charged;

(2) Property donated entirely as a 
third-party in-kind contribution (as 
defined in § 74,51); or

(3) Equipment or supplies acquired 
primarily for sale or rental rather than 
for use.

(d) Equipment or supplies acquired by 
a contractor under a grant or subgrant 
shall be subject to this subpart only if, 
by terms of the contract, title vests in 
the grantee or subgrantee.

(e) For research grants that are 
subject to an institutional cost-sharing 
agreement (see § 74.50(b)!, real property, 
equipment, and supplies shall be subject 
to this subpart only if at least some part 
of the acquisition cost is borne as a 
direct cost by Federal grant funds.
§ 74.131 Prohibition against additional 
requirements.

Recipients may follow their own 
property management policies and 
procedures: Provided, They observe the 
requirements of this subpart. Awarding 
parties may not impose on recipients 
property requirements (including 
property reporting requirements) not 
authorized by this subpart, unless 
specifically required by Federal statutes 
or Executive Orders.
§ 74.132 Definitions.

As used in this subpart:
"Acquisition” of property includes 

purchase, construction, or fabrication of 
property, but does not include rental of 
property or alterations and renovations 
of real property.

“Acquisition cost" of an item of 
purchased equipment means the net 
invoice price of the equipment, including 
the cost of modifications, attachments, 
accessories, or auxiliary apparatus 
necessary to make the equipment usable 
for the purpose for which it was 
acquired. Other charges such as the cost 
of installation, transportation, taxes, 
duty or protective in-transit insurance 
shall be included in or excluded from 
the unit acquisition cost in accordance 
with the regular accounting practices of 
the organization purchasing the 
equipment. If the item is acquired by 
trading in another item and paying an 
additional amount, "acquisition cost” 
means the amount received for trade-in 
plus the additional outlay.

“Amount received for trade-in” of an 
item of equipment traded in for 
replacement equipment means the

amount that would have been paid for 
the replacement equipment without a 
trade-in minus the amount paid with the 
trade-in. The term refers to the actual 
difference, not necessarily the trade-in 
value shown on an invoice.

"Equipment” means tangible personal 
property having a useful life of more 
than one year and an acquisition cost of 
$300 or more per unit except that 
organizations subject to Cost 
Accounting Standards Board (CASB) 
regulations may use the CASB standard 
of $500 or more per unit and useful life 
of two years. An organization may use 
its own definition of equipment: 
Provided, That such definition would at 
least include all tangible personal 
property as defined herein.

"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, inventions, 
and copyrights.

"Real property” means land, including 
land improvements, structures and 
appurtenances thereto, but excluding 
movable machinery and equipment.

"Replacement equipment” means 
property acquired to take the place of 
other equipment. To qualify as 
replacement equipment it must serve 
the same function as the equipment 
replaced and must be of the same nature 
or character, although not necessarily 
the same model, grade, or quality.

"Supplies” means all tangible 
personal property other than equipment.
§ 74.133 Trtte to real property, equipment, 
and supplies.

Subject to the obligations and 
conditions set forth in this subpart, title 
to real property, equipment, and 
supplies acquired under a grant or 
subgrant shall vest, upon acquisition, in 
the grantee or subgrantee respectively.
Real Property
§ 74.134 Real property.

Except as otherwise provided by 
Federal statutes, real property to which 
this subpart applies shall be subject to 
the following requirements, in addition 
to any other requirements imposed by 
the terms of the grant:

(a) Use. The property shall be used for 
the originally authorized purpose as long 
as needed for that purpose. When no 
longer so needed, approval of the 
Secretary may be requested to use the 
property for other purposes. Use for 
other purposes shall be limited to:

(1) Projects or programs supported by 
other Federal grants or assistance 
agreements.
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(2) Activities not supported by other 
Federal grants or assistance agreements 
but having, nevertheless, purposes 
consistent with those of the legislation 
under which the original grant was 
made.

(b) Transfer o f title. Approval may be 
requested from ED to transfer title to an 
eligible third party for continued use for 
authorized purposes in accordance with 
paragraph (a) of this section. If approval 
is permissable under Federal statutes 
and is given, the terms of the transfer 
shall provide that the transferee shall 
assume all the rights and obligations of 
the transferor set forth in this subpart or 
in other terms of the grant or subgrant.

(c) Disposition. When the real 
property is no longer to be used as 
provided in paragraphs (a) and (b) of 
this section, the disposition instructions 
of ED shall be followed. Those 
instructions will provide for one of the 
following alternatives:

(1) The property shall be sold and the 
Federal Government shall be paid an 
amount computed by multiplying the 
Federal share of the property (see
§ 74.142) times the proceeds from sale 
(after deducting actual and reasonable 
selling and fix-up expenses, if any, from 
the sales proceeds). Proper sales 
procedures shall be used that provide 
for competition to the extent practicable 
and result in the highest possible return.

(2) The recipient shall have the option 
either of selling the property in 
accordance with paragraph (c)(1) of this 
section or of retaining title. If title is 
retained, the Federal Government shall 
be paid an amount computed by 
multiplying the market value of the 
property by the Federal share of the 
property.

(3) The recipient shall transfer the title 
to either the Federal Government or an 
eligible non-Federal party named by ED. 
The grantee shall be entitled to be paid 
an amount computed by multiplying the 
market value of the property by the non- 
Federal share of the property. If the 
property belonged to a subgrantee, see
§ 74.143 for subgrantee’s share.
Equipment and Supplies
§ 74.135 Exemptions for equipment and 
supplies subject to certain statutes.

(a) Some Federal statutes, in certain 
circumstances, permit title to equipment 
or supplies acquired with grant funds to 
vest in the recipient without further 
obligation to the Federal Government or 
on such terms and conditions as deemed 
appropriate. An example of such a 
statute is the Federal Grant and 
Cooperative Agreement Act of 1977,
Pub. L. 95-224, which provides this 
authority for equipment and supplies

purchased with the funds of grants (and 
Federal contracts and cooperative 
agreements) for the conduct of basic or 
applied scientific research at nonprofit 
institutions of higher education or at 
nonprofit organizations whose primary 
purpose is the conduct of scientific 
research.

(b) If equipment is subject to a statute 
of the kind described in paragraph (a) of 
this section, it shall be exempt from the 
requirements in the remaining sections 
of this subpart. However, an item of 
such equipment having a unit 
acquisition cost of $1,000 or more shall 
be subject to § 74.136, concerning rights 
to require transfer, and, while subject to 
such a right, to the rules on replacement 
in § 74.138.

(c) If supplies are subject to a statute 
of the kind described in paragraph (a) of 
this section, they shall be exempt from 
all provisions of the remainder of this 
subpart which would otherwise apply.
§ 74.136 Rights to require transfer of 
equipment

(a) ED right. For items of equipment 
having a unit acquisition cost of $1,000 
or more, ED shall have the right to 
require transfer of the equipment 
(including title) to the Federal 
Government or to an eligible non- 
Federal party named by ED. This right 
will normally be exercised by ED only if 
the project or program for which the 
equipment was acquired is transferred 
from one grantee to another. The right 
shall be subject to the following 
conditions:

(1) In order for ED to exercise the 
right, a specific notice that it is 
exercising the right or considering doing 
so must be issued no later than the 120th 
day after the end of ED grant support for 
the project or program for which the 
equipment was acquired. Furthermore:

(1) If the equipment is eligible for the 
exemptions in § 74.135 and ceases to be 
needed for the project or program for 
which it was acquired while the project 
or program is still being performed by 
the recipient, the notice must have been 
received by the grantee while the 
equipment was still needed for that 
project or program.

(ii) If the equipment is not eligible for 
those exemptions, the notice must have 
been received by the grantee before 
other permissible disposition of the 
equipment took place in accordance 
with § 74.139.

(2) If the right is exercised, the grantee 
shall be entitled to be paid any 
reasonable, resulting shipping or storage 
costs incurred, plus an amount 
computed by multiplying the market 
value of the equipment by the non-

Federal share of the equipment. (See 
§§ 74.142 and 74.143.)

(b) Equipment lists. If at any time an 
awarding party is considering exercising 
its right to require transfer of equipment, 
it may require the recipient to furnish it 
a listing of all items of equipment that 
are subject to the right. This will enable 
the awarding party to determine which 
items, if any, should be transferred.

§ 74.137. Use of equipment.
(a) Basic rule. Equipment which has 

not been transferred under § 74.136 shall 
be used by the recipient in the project or 
program for which it was acquired as 
long as needed, whether or not the 
project or program continues to be 
supported by Federal funds. When no 
longer needed for the original project or 
program, the recipient shall use the 
equipment, if needed, in other projects 
or programs currently or previously 
sponsored by the Federal Government, 
in the following order of priority:

(1) Projects or programs currently or 
previously sponsored by ED.

(2) Projects or programs currently or 
previously sponsored by other Federal 
agencies.

(b) Shared use. If equipment is being 
used less than full time in the project or 
program for which it was originally 
acquired, the recipient shall make it 
available for use in other projects or 
programs currently or previously 
sponsored by the Federal Government: 
Provided, Such other use will not 
interfere with the work on the original 
project or program. First preference for 
such other use shall be given to other 
projects or programs sponsored by ED.

(c) Use by other recipients. When the 
recipient can no longer use the 
equipment as required by paragraph (a) 
of this section, it may voluntarily make 
the equipment available for use on 
projects or programs currently or 
previously sponsored by the Federal 
Government which the recipient is 
supporting through subgrants or through 
non-Federal grants. If the recipient is a 
subgrantee, it may also voluntarily make 
the equipment available for use on 
projects or programs currently or 
previously sponsored by the Federal 
Government which are being conducted 
or supported by the grantee.

(d) Other uses. Unless ED provides 
otherwise, while equipment is being 
used as described in the preceding 
paragraphs of this section, it may also 
be used part time for other purposes. 
However, use as described in those 
paragraphs shall be given priority over 
other uses.
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§ 74.138 Replacement of equipment
(a) Equipment may be exchanged for 

replacement equipment if needed. The 
replacement may take place either 
through trade-in or through sale and 
application of the proceeds to the 
acquisition cost of the replacement 
equipment. In either case, the 
transaction must be one which a 
prudent person would make in like 
circumstances.

(b) If an additional outlay to acquire 
the replacement equipment is charged as 
a direct cost to either Federal funds or 
required cost-sharing or matching under 
a Federal award, the replacement 
equipment shall be subject to whatever 
property requirements or exemptions 
are applicable to that award. If the 
award is a grant from ED the full 
acquisition cost of the replacement 
equipment shall determine which 
provisions of this subpart apply.

(c) For any replacement not covered 
by paragraph (b) of this section, the 
provisions of this subpart applicable to 
the equipment replaced shall carry over 
to the replacement equipment. However, 
none of the provisions of this subpart 
shall carry over if (1) the Federal share 
of the equipment replaced was 10 
percent or less or (2) the product of that 
share times the amount received for 
trade-in or sale is $100 or less.
§ 74.139 Disposition of equipment

When original or replacement 
equipment is no longer to be used in 
projects or programs currently or 
previously sponsored by the Federal 
Government, disposition of the 
equipment shall be made as follows:

(a) Equipment with a unit acquisition 
cost o f less than $1,000 and equipment 
with no further use value. The 
equipment may be retained, sold, or 
otherwise disposed of, with no further 
obligation to the Federal Government

(b) A ll other equipment. (1) The 
equipment may be retained or sold, and 
the Federal Government shall have a 
right to an amount calculated by 
multiplying the current market value or 
the proceeds from sale by the Federal 
share of the equipment (see § 74.142). If 
part of the Federal share in the 
equipment came from an award under 
which the exemptions in § 74.135 were 
applicable, the amount due shall be 
reduced pro rata. In any case, if the 
equipment is sold, $100 or 10 percent of 
the total sales proceeds, whichever is 
greater, may be deducted and retained 
from the amount otherwise due for 
selling and handling expenses.

(2) If the grantee’s project or program 
for which or under which the equipment 
was acquired is still receiving grant 
support from the same Federal program

and if ED approves, the net amount due 
may be used for allowable costs of that 
project or program. Otherwise, the net 
amount must be remitted to the granting 
agency by check.

§ 74.140 Equipment management 
requirements.

Procedures for managing equipment 
(including replacement equipment) until 
transfer, replacement, or disposition 
takes place shall, as a minimum, meet 
the following requirments:

(a) Property records shall be 
maintained accurately. (Retention and 
access requirements for these records 
are explained in Subpart D of this part.) 
For each item of equipment, the records 
shall include:

(1) A description of the equipment, 
including manufacturer’s model number, 
if any.

(2) An identification number, such as 
the manufacturer’s serial number.

(3) Identification of the grant under 
which the recipient acquired the 
equipment.

(4) The information needed to 
calculate the Federal share of the 
equipment. (See § 74.142.)

(5) Acquisition date and unit 
acquisition cost.

(6) Location, use, and condition of the 
equipment and the date the information 
was reported.

(7) All pertinent information on the 
ultimate transfer, replacement, or 
disposition of the equipment.

(b) A physical inventory of equipment 
shall be taken and the results reconciled 
with the property records at least once 
every 2 years to verify the existence, 
current utilization, and continued need 
for the equipment. A statistical sampling 
basis is acceptable. Any differences 
between quantities determined by the 
physical inspection and those shown in 
the accounting records shall be 
investigated to determine the causes of 
the differences.

(c) A control system shall be in effect 
to insure adequate safeguards to prevent 
loss, damage, or theft of the equipment. 
Any loss, damage, or theft of equipment 
shall be investigated and fully 
documented.

(d) Adequate maintenance procedures 
shall be implemented to keep the 
equipment in good condition.

(e) Where equipment is to be sold and 
the Federal Government is to have a 
right to part or all of the proceeds, 
selling procedures shall be established 
which will provide for competition to 
the extent practicable and result in the 
highest possible return.

§ 74.141 Supplies.
(a) If supplies exceeding $1,000 in total 

aggregate market value are left over 
upon termination or expiration of the 
grant or subgrant for which they were 
acquired and the supplies are not 
needed for any project or program 
currently or previously sponsored by the 
Federal Government, the grant shall be 
credited by an amount computed by 
multiplying the Federal share of the 
supplies times the current market value 
or, if the supplies are sold, the proceeds 
from sale. If the supplies are sold, 10 
percent of the proceeds may be 
deducted and retained from the credit, 
for selling and handling expenses.

(b) For possible exemptions from this 
section, see § 74.135.
Federal Share of Real Property, 
Equipment, and Supplies
§ 74.142 Federal share of property.

Several sections of this subpart 
require a determination of the Federal 
(or non-Federal) share of real property, 
equipment, or supplies. In making such a 
determination, the following principles 
shall be observed:

(a) General. (1) Except as explained in 
the succeeding paragraphs of this 
section, the Federal share of the 
property shall be the same percentage 
as the Federal share of the acquiring 
party’s total costs under the grant during 
the grant or subgrant year (or other 
funding period) to which the acquisition 
cost of the property was charged. For 
this purpose, “costs under the grant” 
means allowable costs which are either 
borne by the grant or counted towards 
satisfying a cost-sharing or matching 
requirement of the grant. Only costs are 
to be counted—not the value of third- 
party in-kind contributions.

(2) If the property is acquired by a 
subgrantee, the Federal share of the 
subgrantee’s costs under the grant and 
hence of the property shall be calculated 
by multiplying the Federal share of the 
grantee’s costs by the latter’s share of 
the subgrantee’s costs. For example, if 
the Federal share of a grantee’s costs is 
50 percent and the subgrant bears only 
50 percent of a subgrantee’s costs, then 
the Federal share of that subgrantee’s 
costs (and of the property acquired by 
that subgrantee) is 25 percent.

(b) Property acquired only partly 
under a grant. (1) Sometimes only a 
part of the acquisition cost of an item of 
property is borne as a direct cost by the 
grant or counted as a direct cost 
towards a cost-sharing or matching 
requirement. The remainder might, for 
example, represent voluntary cost 
sharing or matching, or it might be
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charged to a different activity. 
Occasionally, the amount paid for the 
property is only a part of its value, and 
the remainder is donated as an in-kind 
contribution by the party that provided 
the property.

(2) To calculate the Federal share of 
such property, first determine the 
Federal share of the acquiring party’s 
total costs under the grant, as explained 
in the paragraph (a) of this section. Then 
multiply that share by the percentage of 
the property’s acquisition cost (or its 
market value, if the item was partly 
donated) which was borne as a direct 
cost by the grant or counted as a direct 
cost towards a cost-sharing or matching 
requirement.

(c) Replacement equipment. The 
Federal share of replacement equipment 
shall be calculated as follows:

(1) Step 1. Determine the Federal 
share (percentage) of the equipment 
replaced.

(2) Step 2. Determine the percentage 
of the replacement equipment's cost that 
was covered by the amount received for 
trade-in or the sales proceeds from the 
equipment replaced.

(3) Step 3. Multiply the step 1 
percentage by the step 2 percentage.

(4) Step 4. If an additional outlay for 
the replacement equipment was charged 
as a direct cost either to ED grant funds 
or to required cost-sharing or matching 
funds, calculate the Federal share 
attributable to that additional outlay as 
explained in paragraph (b)(2) of this 
section. Add that additional percentage 
to the step 3 percentage.

(d) Institutional cost-sharing 
agreements. If a grant is subject to an 
institutional cost-sharing agreement (see 
§ 74.130(e)), the Federal share of 
property acquired under the grant shall 
be calculated as though there were no 
cost-sharing requirements applicable to 
the grant (that is, as if all the grantee’s 
cost sharing were voluntary).

§ 74.143 Subgrantee’s share of market 
value or sales proceeds.

Where this subpart requires a sharing 
of the market value or sales proceeds of 
property acquired under a subgrant, the 
non-Federal share shall be 
proportionally divided between the 
grantee and the subgrantee. The 
subgrantee shall be entitled to the 
amount it would have received or 
retained if the award to it had been 
made directly by the Federal 
Government The remainder of the non- 
Federal share shall belong to the 
grantee.

Intangible Personal Property
§ 74.144 Inventions and patents.

ED’s regulations on inventions and 
patents arising out of activities assisted 
by a grant are set forth in Parts 6 and 8 
of this title.
§74.145 Copyrights.

(a) Works under grants. Unless 
otherwise provided by the terms of the 
grant, when copyrightable material is 
developed in the course of or under a 
grant, the grantee is free to copyright the 
material or permit others to do so.

(b) Works under subgrants. Unless 
otherwise provided by the terms of the 
grant or subgrant, when copyrightable 
material is developed in the course of or 
under a subgrant, the subgrantee is free 
to copyright the material or permit 
others to do so.

(c) ED rights. If any copyrightable 
material is developed in the course of or 
under an ED grant or subgrant ED shall 
have a royalty-free, nonexclusive, and 
irrevocable right to reproduce, publish, 
or otherwise use, and to authorize 
others to use, the work for Federal 
Government purposes.

(d) Exemption o f student-developed 
works. ED awards training grants and 
other kinds of grants under which 
individuals are provided stipends or 
other financial assistance for the 
primary purpose of aiding them to 
further their education or training. 
Except as provided by the terms of the 
grant, copyrightable material developed 
by an individual or group of individuals 
in the course of education or training 
pursued with such assistance shall be 
subject to the ED right described in 
paragraph (c) of this section, unless the 
development of the material also 
receives other forms of support under 
the same or another ED grant (such as a 
research grant).

Subpart F—Procurement Standards

§ 74.160 Scope of subpart; terminology.
(a) This subpart contains standards 

for use by recipients in establishing 
procedures for the procurement of 
supplies, equipment, construction, and 
other services whose cost is borne in 
whole or in part as a direct cost by 
Federal grant funds.

(b) No additional procurement 
standards or requirements shall be 
imposed by awarding parties upon 
recipients unless specifically required 
by Federal statutes or Executive Orders.

(c) As used in this subpart:
(1) “Formal advertising” refers to that 

procurement method which involves 
adequate purchase description, sealed 
bids, and public opening of bids.

(2) “Negotiation” refers to any method 
of procurement other than formal 
advertising.
§ 74.161 General.

(a) Recipients may use their own 
procurement policies: Provided, That 
procurements subject to this subpart are 
made in accordance with the standards 
in this subpart.

(b) The standards in this subpart do 
not relieve the recipient of the 
contractual responsibilities arising 
under its contracts. The recipient is the 
responsible authority, without recourse 
to ED, regarding issues arising out of its 
procurements. This includes but is not 
limited to: Disputes, claims, protests of 
award, source evaluation, or other 
matters of a contractual nature. Matters 
concerning violation of law are to be 
referred to such local, State, or Federal 
authority as may have proper 
jurisdiction.
§ 74.162 Code of conduct

(a) The recipient shall maintain a code 
of standards of conduct that shall 
govern the performance of its officers, 
employees or agents engaged in the 
awarding and administration of 
contracts that are subject to this 
subpart. The code or standards shall 
provide for disciplinary actions to be 
applied for violations of the code or 
standards by the recipient’s officers, 
employees, or agents. For governmental 
recipients, such disciplinary actions are 
required only to the extent otherwise 
permissible under the Government’s 
laws, rules, or regulations. To the extent 
permissible under its laws, rules, or 
regulations, the governmental recipient 
shall also provide for actions to be taken 
against contractors or their agents who 
wrongfully take part in a violation of the 
code or standards of conduct.

(b) The recipient’s officers, employees 
or agents shall neither solicit nor accept 
gratuities, favors, or anything of 
monetary value from contractors or 
potential contractors. This is not 
intended to preclude bona-fide 
institutional fund-raising activities.

(c) No employee, officer, or agent of a 
nongovernmental recipient shall 
participate in the selection, award, or 
administration of a contract subject to 
this subpart where, to his or her 
knowledge, any of the following has a 
financial interest in that contract:

(1) The employee, officer, or agent;
(2) Any member of his or her 

immediate family;
(3) His or her partner;
(4) An organization in which any of 

the above is an officer, director, or 
employee;
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(5) A person or organization with 
whom any of the above individuals is 
negotiating or has any arrangement 
concerning prospective employment.
§ 74.163 Free competition.

(a) All procurement transactions shall 
be conducted in a manner to provide, to 
the maximum extent practicable, open 
and free competition.

(b) The recipient should be alert to 
organizational conflicts of interest or 
noncompetitive practices among 
contractors that may restrict or 
eliminate competition or otherwise 
restrain trade. In particular, a contractor 
that develops or drafts specifications, 
requirements, a statement of work, an 
invitation for bids or a request for 
proposals for a particular procurement 
by a nongovernmental recipient should 
be excluded from competing for that 
procurement except when, upon request 
of the recipient, ED waives this 
requirement for a particular 
procurement.

(c) Solicitations shall clearly set forth 
all requirements that the bidder/offerer 
must fulfill in order for his bid/offer to 
be evaluated. Awards shall be made to 
the responsible bidder/offeror whose 
bid/offer is responsive to the solicitation 
and is most advantageous to the 
recipient, price and other factors 
considered. Factors such as discounts, 
transportation costs, and taxes may be 
considered in determining the lowest 
bid. Any and all bids/offers may be 
rejected when it is in the recipient's 
interest to do so, and, in the case of 
governmental recipients, such rejections 
are in accordance with the government's 
applicable law, rules, or regulations.
§ 74.164 Procedural requirements.

The recipient shall establish 
procurement procedures which provide 
for, as a minimum, the following:

(a) Proposed procurement actions 
shall follow a procedure to assure that 
unnecessary or duplicative items are not 
purchased. Where appropriate, an 
analysis shall be made of lease and 
purchase alternatives to determine 
which would be the most economical, 
practical procurement.

(b) Solicitations for goods and 
services shall be based upon a clear and 
accurate description of the technical 
requirements for the material, product, 
or service to be procured. Such 
description shall not, in competitive 
procurements, contain features which 
unduly restrict competition. "Brand 
name or equal” description may be used 
as a means to define the performance of 
other salient requirements of a 
procurement, and when so used the 
specific features of the named brand

which must be met by bidders/offerors 
should be clearly specified.

(c) Where applicable, section 7(b) of 
the Indian Self-Determination and 
Education Assistance Act (25 U.S.C. 
450e(b)) shall be observed.

(d) Positive efforts shall be made by 
procuring parties to utilize small 
business and minority-owned business 
sources of supplies and services. Such 
efforts should allow these sources the 
maximum feasible opportunity to 
compete for contracts subject to this 
subpart.1

(e) The type of procuring instruments 
used—e.g., fixed-price contracts, cost 
reimbursable contracts, purchase orders, 
incentive contracts—shall be 
determined by the recipient but must be 
appropriate for the particular 
procurement and for promoting the best 
interest of the grant project or program 
involved. The “cost-plus-a-percentage- 
of-cost” method of contracting shall not 
be used.

(f) Contracts shall be made only with 
responsible contractors who possess the 
potential ability to perform successfully 
under the terms and conditions of a 
proposed procurement. Consideration 
shall be given to such matters as 
contractor integrity, record of past 
performance, financial and technical 
resources or accessibility to other 
necessary resources.

(g) The terms of the grant may require 
that the following be submitted for prior 
approval of ED if the aggregate 
expenditure is expected to exceed 
$5,000: (1) Any proposed sole source 
contract and (2) any contract which a 
nongovernmental recipient proposes to 
award after seeking competition but 
receiving only one bid or proposal.

(h) Non governmental recipients 
should make some form of price or cost 
analysis in connection with every 
negotiated procurement action. Price 
analysis may be accomplished in 
various ways, including the comparison 
of price quotations submitted, market 
prices and similar indicia, together with 
discounts. Cost analysis is the review 
and evaluation of each element of cost 
proposed by the offeror to determine 
reasonableness, allocability and 
allowability.

(i) Procurement records and files for 
purchases in excess of $10,000 shall 
include the following:

(1) Basis for contractor selection;

1 Advice and assistance regarding the use of 
small or minority businesses may be obtained from 
the following Federal organizations:

1. The Small Business Administration and its field 
offices.

2. The Office of Minority Business Enterprise, 
Department of Commerce.

3. The Office for Civil Rights, ED.

(2) justification for lack of competition 
when competitive bids or offers are not 
obtained;

(3) Basis for award cost or price.
(j) A system for contract

administration shall be maintained to 
ensure contractor conformance with 
terms, conditions and specifications of 
the contract, and to ensure adequate 
and timely followup of all purchases.
§74.165 [Reserved]

§ 74.166 Contract provisions.
(a) Scope. This section contains 

requirements relating to provisions that 
must be included in contracts that are 
subject to this part. The requirements 
shall also apply to subcontracts of any 
tier under such contracts, and the term 
"contracts” in this section shall be 
construed as including subcontracts.

(b) General. All contracts shall 
contain sufficient provisions to define a 
sound and complete agreement.

(c) Administrative remedies for 
violations. Contracts in excess of 
$10,000 shall contain contractual 
provisions or conditions that will allow 
for administrative, contractual or legal 
remedies in instances in which 
contractors violate or breach contract 
terms, and provide for such remedial 
actions as appropriate.

(d) Termination provisions. Contracts 
in excess of $10,000 shall contain 
suitable provisions for termination by 
the party awarding the contract, 
including the manner by which 
termination will be effected and the 
basis for settlement. These contracts 
shall describe conditions under which 
the contract may be terminated for 
default as well as conditions where the 
contract may be terminated because of 
circumstances beyond the control of the 
contractor.

(e) Executive Order 11246. Where 
applicable, construction contracts in 
excess of $10,000 shall contain a 
provision requiring compliance with 
Executive Order 11246, entitled “Equal 
Employment Opportunity,” as amended 
by Executive Order 11375, and as 
supplemented in Department of Labor 
regulations (41 CFR, Part 60).

(f) Copeland Act. Contracts in excess 
of $2,000 for construction or repair shall 
include a provision for compliance with 
the Copeland "Anti-Kick-Back Act” (18 
U.S.C. 874) as supplemented in 
Department of Labor regulation (29 CFR, 
Part 3). All suspected or reported 
violations shall be reported to the 
granting agency by the grantee.

(g) Davis-Bacon Act. When required 
by the Federal legislation governing the 
grant program, all construction contracts
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in excess of $2,000 shall include a 
provision for compliance with the Davis- 
Bacon Act (40 U.S.C. 276a to a-7) as 
supplemented by Department of Labor 
regulations (29 CFR, Part 5). All 
suspected or reported violations shall be 
reported to the granting agency by the 
grantee.

(h) Contract Work Hours and Safety 
Standards Act. All contracts subject to 
the Contract Work Hours and Safety 
Standards Act (40 U.S.C. 327 et seq.) 
shall include a provision requiring the 
contractor to comply with the applicable 
sections of the act and the Department 
of Labor's supplementing regulations (29 
CFR Parts 5 and 1926).

(i) Inventions and patents. Contracts 
which may give rise to inventions 
subject to Part 6 of this title shall include 
a provision requiring compliance with 
those parts.

(j) Access to Records. Contracts that 
are subject to Subpart D of this part 
shall include a provision reflecting
§ 74.24(c) on rights of access to the 
contractor’s records.

(k) Clean A ir and Water Acts. 
Contracts in excess of $100,000 shall 
contain provisions requiring compliance 
with all applicable standards, orders, or 
regulations issued pursuant to the Clean 
Air Act as amended (42 U.S.C. 1857 et 
seq.) and the Federal Water Pollution 
Control Act as amended (33 U.S.C. 1251 
et seq.). Violations shall be reported in 
writing to the appropriate regional office 
of the Environmental Protection Agency, 
and a copy of the report shall be 
submitted to the granting agency. (See 
40 CFR, Part 15 for relevant regulations 
of the Environmental Protection 
Agency.)

Subpart Q—Cost Principles

§ 74.170 Scope of subpart.
This subpart identifies the principles 

to be used in determining costs 
applicable to grants, subgrants, and 
cost-type contracts under grants and 
subgrants.
§ 74.171 [Reserved]

Cross-Reference: See 34 CFR Part 80— 
Uniform Administrative Requirements for 
Grants and Cooperative Agreements to State 
and Local Governments.

§ 74.172 institutions of higher education.
(a) Research and development. The 

principles for determining the allowable
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costs of research and development work 
performed by institutions of higher 
education (other than for-profit 
institutions) are in Part I of Appendix D 
to this part.

(b) Training and other educational 
services. The principles for determining 
the allowable costs of training and other 
educational services provided by 
institutions of higher education (other 
than for-profit institutions) are in part II 
of Appendix D to this part.

(c) Other activities. Appendix D to 
this part shall be used as a guide for 
determining the allowable costs of other 
activities conducted by institutions of 
higher education (other than for-profit 
institutions).
§74.173 Hospitals.

(a) Research and development. The 
principles for determining the allowable 
costs of research and development work 
performed by hospitals are in Appendix 
E to this part.

(b) Other activities. Appendix E to 
this part shall be used as a guide for 
determining the allowable costs of other 
activities conducted by hospitals.
§ 74.174 Other nonprofit organizations.

A nonprofit organization, other than 
an institution of higher education or a 
hospital, shall comply with the cost 
principles stated in OMB Circular A- 
122, as published in the Federal Register 
of July 8,1980 at 45 FR 46022 and revised 
in the Federal Register on April 27,1984 
at 49 FR 18260, with corrections 
published on May 8,1984 at 49 FR 19588.
(Approved by the Office of Management and 
Budget under control number 1880-0509) 
(Authority: 20 U.S.C. 3474)

§ 74.175 Subgrants and cost-type 
contracts.

(a) The cost principles applicable to a 
subgrantee or cost-type contractor under 
an ED grant will not necessarily be the 
same as those applicable to the grantee. 
For example, where a State government 
awards a subgrant or cost-type contract 
to an institution of higher education, 
Appendix D to this part would apply to 
the costs incurred by the institution of 
higher education, even though OMB 
Circular A-87 would apply to the costs 
incurred by the State.

(b) The principles to be used in 
determining the allowable costs of work 
performed by for-profit organizations

under cost-type contracts awarded to 
them under ED grants are in 48 CFR, 
Chapter 4.

§ 74.176 Costs allowable with approval.
Each set of cost principles identifies 

certain costs that, in order to be 
allowable, must be approved by the 
awarding party. Other costs do not 
require approval. The following 
procedures govern approval of these 
costs.

(a) When costs are treated as indirect 
costs, acceptance of the costs as part of 
the indirect cost rate shall constitute 
approval.

(b) (1) When the costs are treated as 
direct costs, they must be approved in 
advance by the awarding party.

(2) If the costs are specified in the 
budget, approval of the budget shall 
constitute approval of the costs.

(3) If the costs are not specified in the 
budget, or there is no approved budget, 
the recipient shall obtain specific prior 
approval in writing from the awarding 
party. For this purpose the prior 
approval procedures of § 74.102 shall be 
followed, except that for formula or 
mandatory grants, ED’s written approval 
may be signed by any authorized ED 
official.

(c) The awarding party may waive or 
conditionally waive the requirement for 
its approval of the costs. Such a waiver 
shall apply only to the requirement for 
approval. If, upon audit or otherwise, it 
is determined that the costs do not meet 
other requirements or tests for 
allowability specified by the applicable 
cost principles, such as reasonableness 
and necessity, the costs may be 
disallowed.

(d) In the case of cost-type contracts, 
no approval shall be given which is 
inconsistent with the purpose or the 
terms of the Federal grant. 
* * * * *

Appendix C—[Reserved]
* * * * *

2. Part 74 is revised by adding the 
authority citation “(Authority: 20 U.S.C. 
3474; OMB Circular A-110)" after each 
section to the regulations.
[FR Doc. 87-12922 Filed 6-8-87; 8:45am] 
BILUNG CODE 4000-01-M
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DEPARTMENT OF DEFENSE

GENERAL SERVICES 
ADMINISTRATION

NATIONAL AERONAUTICS AND 
SPACE ADMINISTRATION

48 CFR Parts 5 ,6 ,13 ,15 ,19 , and 52 

[Federal Acquisition Circular 84-28]

Federal Acquisition Regulation

a g e n c ie s : Department of Defense 
(DoD), General Services Administration 
(GSA), and National Aeronautics and 
Space Administration (NASA).
ACTION: Interim rules with request for 
comment and final rule.
s u m m a r y : Federal Acquisition Circular 
(FAC) 84-28 amends the Federal 
Acquisition Regulation (FAR) with 
respect to the following: Small Business 
Act Thresholds and Small Business- 
Small Purchase Set-Aside Limitation; 
Competition in Contracting Act (CICA) 
Exception 1; Evaluation Factors;
Integrity of Unit Prices; and Small 
Business Size Standards. 
d a t e s :

Effective Date: April 16,1987.
Comment Date: Comments on the 

interim rule sections must be received 
on or before August 10,1987. Please 
cite FAC 84-28 in all correspondence on 
this subject.
ADDRESS: Interested parties should 
submit written comments to: GSA, Attn: 
FAR Secretariat, 18th & F Streets, NW, 
Room 4041, Washington, DC 20405.
FOR FURTHER INFORMATION CONTACT: 
Margaret A. Willis, FAR Secretariat, 
Room 4041, GS Building, Washington,
DC 20405, Telephone (202) 523-4755. 
SUPPLEMENTARY INFORMATION:

A. Paperwork Reduction Act
FAC 84-28, Items I, II, III, and V. The 

Paperwork Reduction Act does not 
apply because these final rules do not 
contain information collection 
requirements which require the approval 
of OMB under 44 U.S.C. 3501, et seq.

FAC 64-28, Item IV. A revised 
paperwork burden estimate has been 
prepared pursuant to 44 U.S.C. 3501, et 
seq. and is being submitted to OMB. 
Notice of such submission will be 
published in the Federal Register.
B. Regulatory Flexibility Act

FAC 84-28, Item I. This interim rule 
implements amendments made to the 
Small Business Act and the Office of 
Federal Procurement Policy Act by 
section 922 of the Defense Acquisition 
Improvement Act of 1986 (Title IX, Pub. 
L. 99-500) and is not expected to impact

adversely upon a substantial number of 
small entities within the meaning of the 
Regulatory Flexibility Act of 1980, 5 
U>S.C. 601, et seq. The interim rule 
implements statutory direction by 
amending the FAR to increase the small 
business-small purchase set-aside 
limitation from $10,000 to $25,000. This 
action will result in an increase in the 
number of procurement actions reserved 
for exclusive small business 
participation, thereby benefiting such 
firms. Although the corresponding 
increase concerning Commerce Business 
Daily (CBD) notices of pending 
procurement actions, may affect those 
small businesses who rely exclusively 
upon CBD notices, experience indicates 
that a preponderance of small purchase 
awards are made to firms which have 
requested placement on bidders’ mailing 
lists and have responded to solicitations 
issued pursuant to such lists, or who 
have otherwise learned of pending 
procurements through local posting of 
requirements. Therefore, although 
statistical data is not available in this 
regard, it is believed that the increase in 
CBD notice threshold will have only a 
negligible impact upon small firms. For 
the foregoing reasons and because the 
rule is based upon statute, an initial 
regulatory flexibility analysis has not 
been performed. Comments are invited 
from small businesses and other 
interested parties. Comments from small 
entities concerning the affected FAR 
subparts will also be considered in 
accordance with Section 610 of the Act. 
Such comments must be submitted 
separately and cite FAR Case 87-610 in 
correspondence.

FAC 84-28, Item II. This interim rule 
amends FAR 6.302-1 to implement 
sections 923 (a) and (c) of the Defense 
Acquisition Improvement Act of 1986. 
Under the new coverage DoD, NASA, 
and the Coast Guard will be permitted 
to contract without providing full and 
open competition if the supplies or 
services being contracted for are 
available from only one or a limited 
number of responsible sources. The 
preponderance of awards to small 
entities are made as a result of full and 
open competition, and the authority 
contained in 6.302-1 is infrequently 
used. Therefore, this change is expected 
to impact only upon an insubstantial 
number of small entities. Similarly, the 
follow-on authority is rarely applicable. 
Accordingly, in Initial Regulatory 
Flexibility Analysis has not been 
performed. Comments are invited. 
Comments from small entities 
concerning FAR Subpart 6.3 will also be 
considered in accordance with Section 
610 of the Act. Such comments must be

submitted separately and cite FAR Case 
87-610 in correspondence.

FAC 84-28, Item III. This interim rule 
is not expected to have a significant 
economic impact on a substantial 
number of small entities within the 
meaning of the Regulatory Flexibility 
Act, 5 U.S.C. 601, et seq. as its sole 
purpose is to ensure that, when 
applicable, the Government considers 
quality in procurement of supplies or 
services and provides offerors the 
relative importance of specific factors to 
be used in evaluation for award. An 
initial Regulatory Flexibility Analysis 
has therefore not been performed. 
Comments are invited from small 
businesses and other interested parties. 
Comments from small entities 
concerning the affected FAR Subpart 
will also be considered in accordance 
with Section 610 of the Act. Such 
comments must be submitted separately 
and cite FAR Case 87-610 in 
correspondence,

FAC 84-28, Item IV. This interim rule 
is not expected to have a significant 
economic impact on a substantial 
number of small entities within the 
meaning of the Regulatory Flexibility 
Act, 5 U.S.C. 601, et seq. because (1) 
revisions will have a beneficial impact 
on small entities which, when items 
being procured are commercial catalog 
or market price items, will no longer be 
required to comply with FAR 15.812 and 
52.215-26 under DoD and NASA 
contracts, and (2) the number of affected 
actions is insignificant (even if all of 
them were with small businesses). For 
example, in FY1985, less than 1 percent 
of all DoD awards to small businesses 
were made on the basis of catalog or 
market prices. An initial Regulatory 
Flexibility Analysis has therefore not 
been performed. Comments are invited 
from small businesses and other 
interested parties. Comments from small 
entities concerning the affected FAR 
Subpart will also be considered in 
accordance with Section 610 of the Act. 
Such comments must be submitted 
separately and cite FAR Case 87-610 in 
correspondence.

FAC 84-28, Item V. Analysis of this 
revision indicates that it is not a 
“significant revision” as defined in FAR 
1.501-1; i.e., it does not alter the 
substantive meaning of any coverage in 
the FAR having a significant cost or 
administrative impact on contractors or 
offerors, or a significant effect beyond 
the internal operating procedures of the 
issuing agencies. Accordingly, and 
consistent with section 1212 of Pub. L. 
98-525 and section 302 of Pub. L. 98-577 
pertaining to publication of proposed 
regulations (as implemented in FAR
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S u b p art 1.5, A gency a n d  Public 
Partic ipa tion ], so lic ita tion  of agency and  
public v iew s on th is rev ision  is not 
requ ired . S ince such so lic ita tion  is not 
requ ired , the R egulatory F lexibility  A ct 
(5 U.S.C. 601, et seq.) does no t apply.

C. Determination to Issue an Interim 
Rule

A determ ination  h as  been  m ade under 
the au thority  o f  the S ecre tary  of 
D efense, the A dm in istra to r of G eneral 
Services, an d  the A dm in istra to r of the 
N ational A eronau tics an d  Space 
A dm in istra tion  to issue  the regulations 
in FAC 84-28 (Item s I, II, III, and  IV) as 
in terim  rules. This ac tion  is n ecessa ry  to 
form ally im plem ent sec tions 922,923,
924, an d  927 of the F iscal Y ear 1987 DoD 
A uthoriza tion  Act. The A ct requ ires 
im plem entation  of S ections 923, 924, and  
927 by  A pril 16,1987. Section  922 of the 
Act, w h ich .rev ised  certa in  s ta tu to ry  
th resho ld s an d  lim itations, w a s  effective 
upon enac tm en t. Interim  gu idance on 
these m a tte rs  w a s  issued  
d epartm en ta lly  w ith in  DoD and , for 
civ ilian  agencies, by  CAA C letter.

List of Subjects in 48 CFR Parts 5, 6,13, 
15,19, and 52

G overnm ent procurem ent.
Dated: June 3,1987.

Harry S. Rosinski,
Acting Director, Office o f  Federal Acquisition  
and Regulatory Policy.

Federal Acquisition Circular 
(Number 84-28]

U nless o therw ise  specified , all 
F ederal A cquisition  R egulations (FAR) 
an d  o th e r d irec tive  m ateria l con ta ined  
in FAC 84-28 is effective A pril 16,1987. 
Eleanor Spector,
D eputy A ssistant Secretary o f Defense for  
Procurement.
Terence C. Golden,
Administrator.
May 11,1987.
S.J. Evans,
A ssistant A dm inistrator fo r  Procurement, 
NASA.

Federal Acquisition Circular (FAC) 
84-28 amends the Federal Acquisition 
Regulation (FAR) as specified below.
Item I—Small Business A ct Thresholds 
and Small Business-Small Purchase Set- 
Aside Limitation

FAR 5.101. 5.201(a), 5.201(b), 5.205(c), 
13.104(g), 13.105, 19.501(f)(1), 19.507, and 
52.219-4 are being revised to (1) raise 
the threshold for publicizing proposed 
acquisitions, other than sole source 
acquisitions, from $10,000 to $25,000, (2) 
require posting of notices of solicitations 
expected to exceed $10,000 but not to

exceed $25,000, and (3) raise the 
limitation for small business, small 
purchase set-asides from $10,000 to 
$25,000. Posting of actions over $25,000 
is as required by agency regulation. 
These revisions are required by Pub. L. 
99-500 and Pub. L. 99-661. Interim 
guidance on this matter was issued 
departmentally within DoD and, for 
civilian agencies, by CAAC letter dated 
December 5,1986.
Item II—Competition in Contracting Act 
(CICAJ Exception 2

FAR 6.302-1 is revised to implement 
sections 923 (a) and (c) of the Defense 
Acquisition Improvement Act of 1986 
(Title IX, Pub. L 99-500). This legislation 
expanded the authority for DoD and 
NASA to contract without providing for 
full and open competition if the supplies 
or services being contracted for are 
available from only one or a limited 
number of responsible sources. Interim 
guidance on this matter was issued 
departmentally within DoD.
Item III—Evaluation Factors

FAR 15.605(b) is changed in response 
to section 924 of the DoD FY 1987 
Authorization and Appropriations Acts. 
This revision requires contracting 
officers to address quality in every 
source selection. Interim guidance on 
this matter was issued departmentally 
within DoD.
Item IV —Integrity o f Unit Prices

FAR 15.812, Unit prices, and the 
clause at 52.215-26, Integrity of Unit 
Prices, are revised to implement section 
927 of Pub. L. 99-500. This statute 
modified the previous requirements in 
the referenced FAR sections so that for 
DoD and NASA, they will no longer 
apply to commercial items sold in 
substantial quantities to the general 
public when the prices are, or are based 
on, established catalog or market prices. 
The existing FAR requirements relate to 
(a) the distribution of costs within 
contracts to ensure that unit prices are 
not distorted, and (b) the identification 
by offerors in their proposals of those 
items of supply they will not 
manufacture or to which they will not 
contribute significant value.

Section  927 of Pub. L. 99-500 rep ea led  
sec tion  1245 of Pub. L. 99-525 an d  
codified  its rep lacem ent, w ith  a revision  
exem pting cata log  or m arket p rice item s, 
a s  10 U.S.C. 2304(i). H ow ever, C ongress 
took no ac tion  to rev ise  section  501 of 
Pub. L. 98-577 (the civ ilian  agency 
com panion  legisla tion  to sec tion  1245 of 
Pub. L. 99-525). C onsequently , the 
D efense A cquisition  R egulatory C ouncil 
and  the C ivilian A gency A cquisition  
Council have  ag reed  to rev ise  FAR

15.812 and 52.215-26 to apply the 
statutory revision regarding catalog or 
market price items to DoD and NASA 
contracts only. Interim guidance on this 
matter was issued departmentally 
within DoD.
Item V—Small Business Size Standards

Effective January 1,1987, the Office of 
Management and Budget put into effect 
a revision of the Standard Industrial 
Classification (SIC) System. The Small 
Business Administration (SBA) follows 
this system for size standards. Size 
standards are used for deciding which 
firms are eligible as small businesses for 
Federal procurements set aside for small 
business and other programs.

Accordingly, on January 6,1987, SBA 
issued modifications to its size 
standards to make them compatible 
with the new SIC system. The modified 
size standards apply to solicitations 
issued on or after January 1,1987. 
Interim guidance was issued 
departmentally within DoD and for 
civilian agencies by CAAC Letter 87-2, 
dated January 16,1987.

This FAR revision incorporates the 
revised tables into FAR 19.1.

Therefore, 48 CFR Parts 5, 6,13,15,19, 
and 52 are amended as set forth below.

1. The authority citation for 48 CFR 
Parts 5, 6, 13, 15, 19, and 52 continues to 
read as follows:

Authority: 40 U.S.C. 486{c)r 10 U.S.C. 
Chapter 137; and 42 U.S.C. 2473(c).

PART 5—PUBLICIZING CONTRACT 
ACTIONS

2. Section 5.101 is amended by 
revising paragraph (a) to read as 
follows:
5.101 Methods of disseminating 
information.
♦  ♦  ♦  ♦  #

(a) As required by the Small Business 
Act (15 U.S.C. 637(e)) and the Office of 
Federal Procurement Policy Act (41 
U.S.C. 416), contracting officers shall 
disseminate information on proposed 
contract actions as follows:

(1) For contract actions expected to 
exceed $25,000, or $10,000 if there is not 
a reasonable expectation that at least 
two offers will be received from 
responsive and responsible offerors, by 
synopsizing in the Commerce Business 
Daily (CBD) (See Subpart 5.201); and

(2) For proposed contract actions 
expected to exceed $10,000 ($5,000 for 
Defense activities), but not expected to 
exceed $25,000, by displaying in a public 
place at the contracting office issuing 
the solicitation, an unclassified notice of 
the solicitation or a copy of the 
solicitation satisfying the requirements
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of 5.207 (c) and (f). Such information 
shall be posted not later than the date 
the solicitation is issued and remain 
posted for at least 10 days regardless of 
the date of award. Such information 
shall remain posted until after offers 
have been opened.

(i) If solicitations are posted in lieu of 
a notice, various methods of satisfying 
the requirements of 5.207 (c) and (f) may 
be employed. For example, the 
requirements for 5.207 (c) and (f) may be 
met by stamping the solicitation, by a 
cover sheet to the solicitation, or by 
placing a general statement in the 
display room.

(ii) The contracting officer need not 
comply with the display requirements 
set forth above when the exemptions at 
5.202(a) (1), (5) through (9), or (11) apply, 
or when oral solicitations are used.

(iii) Contracting officers shall post 
solicitations expected to exceed $25,000 
if required by agency regulations.
Hr Hr i t  ★  *

3. Section 5.201 is amended by 
removing in paragraph (a) the words 
“expected to exceed $10,000”, and by 
revising paragraphs (b)(1) and (b)(3) to 
read as follows:
5.201 General.
*  ★  Hr Hr Hr

(b) * * *
(1) Contract actions meeting the 

thresholds in 5.101(a)(1);
Hr *  Hr Hr Hr

(3) Modification to an existing 
contract for additional supplies or 
services that meets the thresholds in 
5.101(a)(1); or 
* * * * *

4. Section 5.205 is amended by 
revising paragraph (c) to read as 
follows:
5.205 Special situations.
Hr Hr Hr Hr Hr

(c) Architect-engineering services. 
Contracting officers shall publish 
notices of intent to contract for 
architect-engineering services as 
follows:

(1) Except when exempted by 5.202, 
synopsize each proposed contract action 
for which the total fee (including phases 
and options) is expected to exceed 
$25,000 or $10,000 if there is not 
reasonable expectation that at least two 
offers will be received from responsive 
and responsible offerors.

(2) When the total fee is expected to 
exceed $10,000 ($5,000 for Defense 
activities), but not exceed $25,000, the 
contracting officer shall comply with 
5.101(a)(2). Other optional publicizing

methods are authorized in accordance 
with 5.101(b).
★  *  Hr Hr *

PART 6—COMPETITION 
REQUIREMENTS

5. Section 6.302-1 is amended by 
revising paragraphs (a)(2) introductory 
text and (b)(1) and by adding paragraph 
(a)(2)(iii) to read as follows:
6.302-1 Only one responsible source and 
no other supplies or services will satisfy 
agency requirements.

(a )  * * *
(2) When the supplies or services 

required by the agency are available 
from only one responsible source, or, for 
DoD, NASA, and the Coast Guard, from 
only one or a limited number of 
responsible sources, and no other type 
of supplies or services will satisfy 
agency requirements, full and open 
competiton need not be provided for.
*  Hr Hr Hr Hr

(iii) For DoD, NASA, and the Coast 
Guard, services may be deemed to be 
available only from the original source 
in the case of follow-on contracts for the 
continued provision of highly 
specialized services when it is likely 
that award to any other source would 
result in (A) substantial duplication of 
cost to the Government that is not 
expected to be recovered through 
competition, or (B) unacceptable delays 
in fulfilling the agency’s requirements. 
(See 10 U.S.C. 2304(d)(1)(B)).

(b) * * *
(1) When there is a reasonable basis 

to conclude that the agency’s minimum 
needs can only be satisfied by (i) unique 
supplies or services available from only 
one source or only one supplier with 
unique capabilities; or, (ii) for DoD, 
NASA, and the Coast Guard, unique 
supplies or services available from only 
one or a limited number of sources or 
from only one or a limited number of 
suppliers with unique capabilities.
Hr Hr Hr ★  ★

PART 13—SMALL PURCHASE AND 
OTHER SIMPLIFIED PURCHASE 
PROCEDURES

6. Section 13.104 is amended by 
adding a final sentence in paragraph (g) 
to read as follows:
1&y]04 Procedures.W
Hr Hr Hr Hr Hr

(g) * * * See 5.101(a)(2) for public 
display requirements.
13.105 [Amended]

7. Section 13.105 is amended by 
removing in the first sentence of

paragraph (a) the figure “$10,000” and 
inserting in its place the figure “$25,000".

PART 15—CONTRACTING BY 
NEGOTIATION

8. Section 15.605 is amended by 
revising paragraph (b) to read as 
follows:
15.605 Evaluation factors.
*  Hr Hr Hr *

(b) The evaluation factors that apply 
to an acquisition and the relative 
importance of those factors are within 
the broad discretion of agency 
acquisition officials. However, price or 
cost to the Government shall be 
included as an evaluation factor in 
every source selection. Quality also 
shall be addressed in every source 
selection. In evaluation factors, quality 
may be expressed in terms of technical 
management capability, personnel 
qualifications, prior experience, past 
performance, and schedule compliance. 
Any other relevant factors such as cost 
realism, may also be included.
Hr Hr Hr *  Hr

9. Section 15.812-1 is amended by 
revising paragraph (a); by redesignating 
and revising the existing paragraph (b) 
as paragraph (c); and by adding a new 
paragraph (b) to read as follows:

15.812-1 General.
(a) Direct and indirect costs are 

generally allocated to contracts in 
accordance with the Cost Accounting 
Standards of Part 30 (when applicable) 
and the Contract Cost Principles and 
Procedures of Part 31. However, for the 
purpose of pricing all items of supplies, 
distribution of those costs within 
contracts shall be on a basis that 
ensures the unit prices are in proportion 
to the item’s base cost (e.g., 
manufacturing or acquisition costs. Any 
method of distributing costs to line items 
that distorts the unit prices shall not be 
used. For example, distributing costs 
equally among line items is not 
acceptable except when there is little or 
no variation in base cost.

(b) However, the policy in paragraph 
(a) of this subsection does not apply to 
any Department of Defense (DoD) or 
National Aeronautics and Space 
Administration (NASA) contract or 
subcontract item of supply for which the 
price is, or is based on, an established 
catalog or market price of a commercial 
item sold in substantial quantities to the 
general public. A price is “based on” a 
catalog or market price only if the item 
is sufficiently similar to the catalog or 
market price commercial item to ensure 
that any difference in price can be
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identified and justified without resort to 
Cost analysis.

(c) In addition, when contracting by 
negotiation without full and open 
competition, contracting officers shall 
require that offerors identify in their 
proposals those items of supply which 
they will not manufacture or to which 
they will not contribute significant 
value. The contracting officer shall 
require similar information when 
contracting by negotiation with full and 
open competition if adequate price 
competition is not expected (see 15.804- 
3(b)). The information need not be 
requested in connection with the award 
of contracts under the General Services 
Administration’s competitive Multiple 
Award Schedule Program. For DoD and 
NASA contracts, the information shall

not be requested for commercial items 
sold in substantial quantities to the 
general public when the prices are, or 
are based on, established catalog or 
market prices. Such information is to be 
used to determine whether the intrinsic 
value of an item has been distorted, 
such as through the application of 
overhead, and whether such items 
should be considered for breakout. The 
contracting officer may require such 
information in any other negotiated 
contracts when appropriate.

10. Section 15.812-2 is amended by 
revising paragraph (a) to read as 
follows:

15.812-2 Contract clause.
(a) The contracting officer shall insert 

the clause at 52.215-26, Integrity of Unit

Prices, in all solicitations and contracts 
for other then—

(1) Small purchases under Part 13;
(2) Construction or architect-engineer 

services under Part 36;
(3) Utility services under Subpart 8.3; 

or
(4) Service contracts where supplies 

are not required.
*  *  *  *  *

PART 19—SMALL BUSINESS ANO 
SMALL DISADVANTAGED BUSINESS 
CONCERNS

11. Section 19.102 is amended by 
revising the Industry Size Standards to 
read as follows:
BILUNG CODE 4910-13-M
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PART 19~SM A II. BUSINESS AND SMALL DISADVANTAGED BUSINESS CONCERNS

SIC DESCRIPTION SIZE SIC DESCRIPTION

19.102

SIZE

DIVISION A—AGRICULTURE 
Major Group 01-Agricultural Production-Crops 

0111-

0191 Agricultural Production-Crops.................. $0.5

Major Group 02-Agricultural Production-Livestock
0211 Beef Cattle Feedlots (Custom).................. $1.0
0212- Agricultural Production-Livestock, except
0291 0211 and 0252 ...................... .............»  $0.1

0252 Chicken Eggs.............................................. $1-0

Major Group 07-Agricultural Services 
All SIC’s ..............................................................»  $3.5

Major Group 14-Mining and Quarrying of 
Non-Metallic Minerals* Except Fuels

1411 Dimension Stone......................................... 500
1422 Crushed and Broken Limestone................  500
1423 Crushed and Broken Granite.......... .......... 500
1429 Crushed and Broken Stone. N.E.C............  500
1442 Construction Sand and Gravel............... . .  500
1446 Industrial Sand.........................................• • 500
1455 Kaolin and Ball Clay........... ...........  500
1459 Clay and Related Minerals, N.E.C............  500
1474 Potash, Soda, and Borate Minerals..........  500
1475 Phosphate Rock.....................................   500
1479 Chemical and Fertilizer Mining, N.E.C. 500
1481 Nonmetallic Minerals (Except Fuels)

Services...............................   $3.5
1499 Nonmetallic Minerals, N.E.C...................... 500

Major Group 08-Forestry

Major Group 09-Fishing, Hunting, and Trapping 
AH SIC’s ........................ .........................................  $2.0

DIVISION B—MINING 
Major Group 10-Metal Mining

1011 Iron O res.....................................................  500
1021 Copper Ores.................................................  500
1031 Lead and Zinc O res.................................... 500
1041 Gold Ores.....................................................  500
1044 Silver Ores............................  ..................... 500
1061 Ferroalloy Ores, Except Vanadium............. 500
1081 Metal Mining Services................................ $3.5
1094 Uranium-Radium-Vanadium Ores................ 500
1099 Metal Ores, N.E.C.......................................  500

Major Group 12-Bituminous Coal and Lignite 
Mining

1221 Bituminous and Lignite Coal Mining,
Surface, and Bituminous Coal
Preparation Plants...................................  500

1222 Bituminous Coal Mining, Underground . .  500
1231 Anthracite Mining...........*...............  500
1241 Coal Mining Services................ » . ......... $3.5

Major Group 13-Oil and Gas Extraction
1311 Crude Petroleum and Natural Gas.............. 500
1321 Natural Gas Liquids..............................   500
1381 DriUing Oil and Gas W ells ............ 500
1382 Oil and Gas Field Exploration Services ... $3.5
1389 Oil and Gas Field Services, N.E.C. . . . .  $3.5

DIVISION C—CONSTRUCTION
Major Group 15-Building Construction-General 

Contractors and Operative Builders
1521 General Contractors-Single-Family Houses $17.0
1522 General Contractors-Residential Buildings,

Other Than Single-Family...... ..................$17.0
1531 Operative Builders......................................... $17.0
1541 General Contractors-Industrial Buildings

and Warehouses .........................................$17.0
1542 General Contractors-Nonresidential

Buildings, Other Than Industrial
Buildings and Warehouses........................ $17.0

Major Group 16-Construction Other Than Building 
Construction-General Contractors

1611 Highway and Street Construction..............$17.0
1622 Bridge, Tunnel, and Elevated Highway

Construction.............     $17.0
1623 Water, Sewer, Pipe Line, Communication

and Power Line Construction.......... . $17.0
1629 Heavy Construction, Except Dredging.

N.E.C.................................     $17-0
1629 Dredging and Surface Cleanup Activities2 $9.5

Major Group 17-Construction-Special Trade 
Contractors

1711 Plumbing, Heating (Except Electric), and
Air Conditioning............ .......................... $7-®

1721 Painting, Paper Hanging, and Decorating . $7.0 
1731 Electrical W ork...................... .. $7.0

Notes: Size standards preceded by • dollar sign (S) are in millions of dollars. All others sre in number of employees unless specified otherwise. 
N.E.C.: Not Elsewhere Classified.

19-3



Federal Register /  Vol. 52, No. 110 /  Tuesday, June 9,1987 /  Rules and Regulations 21889

FAC 84—28 APRIL 16, 1987
19.102 FEDERAL ACQUISITION REGULATION (FAR)

SIC DESCRIPTION SIZE

1741 Masonry, Stone Setting, and Other
Stonework.............................................. $7.0

1742 Plastering, Drywall, Acoustical, and
Insulation Work....................................  $7.0

1743 Terrazzo, Tile, Marble, and Mosaic
Work...........................................   $7.0

1751 Carpentering..............................................  $7.0
1752 Floor Laying and Other Floor Work,

N.E.C.....................................................  $7.0
1761 Roofing and Sheet Metal Work.................  $7.0
1771 Concrete Work. . . . ..............................  $7.0
1781 Water Well Drilling ..................................  $7.0
1791 Structural Steel Erection............................  $7.0
1793 Glass and Glazing Work...........................  $7.0
1794 Excavating and Foundation Work............ $7.0
1795 Wrecking and Demolition W ork.............. $7.0
1796 Installation or Erection of Building

Equipment. N.E.C..................................  $7.0
1799 Special Trade Contractors, N.E.C. . . . . .  $7.0
— Base Housing Maintenance1* ....................  $7.0

DIVISION D-MANUFACTURING3 
Major Group 20-Food and Kindred Products

2011 Meat Packing Plants...................................  500
2013 Sausages and Other Prepared Meat

Products...............      500
2015 Poultry Slaughtering, Dressing and

Processing....................................... ......... 500
2021 Creamery Butter..........................................  500
2022 Cheese, Natural and Processed................  500
2023 Condensed and Evaporated Milk..............  500
2024 Ice Cream and Frozen Desserts................  500
2026 Fluid M ilk ..............................................  500
2032 Canned Specialties.........................................1,000
2033 Canned Fruits, Vegetables, Preserves,

Jams and Jellies4 ....................................  500
2034 Dehydrated Fruits, Vegetables, and Soups 500
2035 Pickled Fruits and Vegetables, Vegetable

Sauces, and Seasoning, and Salad 
Dressings..................................................  500

2037 Frozen Fruit, Fruit Juices, and
Vegetables............ ...................................  500

2038 Frozen Specialities, N.E.C.........................  500
2041 Flour and Other Grain Mill Products . . . .  500
2043 Cereal Breakfast Foods.................................1,000
2044 Rice Milling.............................     500
2045 Blended and Prepared Flour......................  500
2046 Wet Com M illing......................................  750
2047 Dog and Cat Food......................................  500
2048 Prepared Feeds. N.E.C...............................  500
2051 Bread and Other Bakery Products, Except

Cookies and Crackers............................  500

SIC DESCRIPTION SIZE

2052 Cookies and Crackers................................  750
2053 Frozen Bakery Products............................  500
2061 Cane Sugar. Except Refining Only..........  500
2062 Cane Sugar Refining..................................  750
2063 Beet Sugar..................................................  750
2064 Confectionery Products ..............................  500
2066 Chocolate and Cocoa Products..................  500
2067 Chewing G um ............................................  500
2068 Salted and Roasted Nuts and Seeds..........  500
2074 Cottonseed Oil M ills..................................  500
2075 Soybean Oil M ills........ ............................  500
2076 Vegetable Oil Mills, Except Com,

Cottonseed, and Soybean.......................... 1,000
2077 Animal and Marine Fats and Oils............  500
2079 Shortening, Table Oils, Margarine and

Other Edible Fats and Oils, N.E.C. . .  750
2082 Malt Beverages............................................  500
2083 Malt.....................    500
2084 Wines, Brandy, and Brandy Spirits..........  500
2085 Distilled, Rectified, and Blended Liquors. 750
2086 Bottled and Canned Soft Drinks and

Carbonated Waters...............    500
2087 Flavoring Extracts and Flavoring Syrups,

N.E.C........................................................  500
2091 Canned and Cured Seafoods......................  500
2092 Fresh or Frozen Packaged Fish and

Seafoods..................................................  500
2095 Roasted Coffee........................................ *. 500
2096 Potato Chips and Similar Products..........  500
2097 Manufactured Ice........................................  500
2098 Macaroni, Spaghetti, Vermicelli, and

Noodles.................................................    500
2099 Food Preparations, N.E.C..........................  500

Major Group 2i-Tobacco Manufacturers
2111 Cigarettes ...............................................   1,000
2121 Cigars..........................................  .............. 500
2131 Tobacco (Chewing and Smoking) and

Snuff........................................................ 500
2141 Tobacco Stemming and Redrying.............. 500

Major Group 22-Textile Mill Products
2211 Broad Woven Fabric Mills, Cotton........... 1,000
2221 Broad Woven Fabric Mills, Man-Made

Fiber, and Silk........................................  500
2231 Broad Woven Fabric Mills, Wool

(Including Dyeing and Finishing)..........  500
2241 Narrow Fabrics and Other Smallwares

Mills: Cotton, Wool, Silk, and Man- 
Made Fiber..............................................  500

Notes: Size standards preceded by a dollar sign ($) are in millions of dollars. AH others are in number of employees unless specified otherwise. 
N.E.C.: Not Elsewhere Classified.
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SIC DESCRIPTION SIZE

2251 Women's Full Length and Knee Length
Hosiery.......................................   500

2252 Hosiery, Except Women’s Full Length
and Knee Length Hosiery......................  500

2253 Knit Outerwear M ills ................................  500
2254 Knit Underwear Mills................................  500
2257 Circular Knit Fabric M ills...................   500
2258 Warp Knit Fabric M ills ............................  500
2259 Knitting Mills.............................    500
2261 Finishers of Broad Woven Fabrics of

Cotton.................   1,000
2262 Finishers of Broad Woven Fabrics of

Man-Made Fiber and Silk......................  500
2269 Finishers of Textiles, N.E.C.......................  500
2273 Carpets and Rugs............................   500
2281 Yam M ills..................................................  500
2282 Throwing and Winding Mills....................  500
2284 Thread Mills.................................................  500
2295 Coated Fabrics, Not Rubberized .................1,000
2296 Tire Cord and Fabric........................ 1,000
2297 Nonwoven Fabrics......................................  500
2298 Cordage and Twine....................................  500
2299 Textile Goods, N.E.C.................................  500

Major Group 23-Apparel and Other Finished 
Products Made from Fabrics and Similar Materials

2311 Men's, Youths’, and Boys' Suits, Coats,
and Overcoats........................................... 500

2321 Men’s and Boys’ Shirts ............................  500
2322 Men’s and Boys’ Underwear and

Nightwear..............................................  500
2323 Men’s, Youths’, and Boys’ Neckwear . . .  500
2325 Men’s and Boys’ Separate Trousers and

Casual Slacks...................................... . • 500
2326 Men’s and Boys’ Work Clothing..............  500
2329 Men’s, Youths’, and Boys’ Clothing,

N.E.C. .................................    500
2331 Women’s, Misses’, and Juniors’ Blouses,

Waists, and Shirts..................................  500
2335 Women’s, Misses’, and Juniors’ Dresses . 500
2337 Women’s, Misses’, and Juniors’ Suits,

Skirts, and Coats....................................  500
2339 Women’s, Misses’, and Juniors’

Outerwear, N.E.C....................................  500
2341 Women’s, Misses’s, Children’s, and

Infants' Underwear and Nightwear . . . .  500
2342 Brassieres, Girdles, and Allied Garments. 500
2353 Hats, Caps, and Millinery.......................... 500
2361 Girls’, Children’s, and Infants’ Dresses,

Blouses, Waists, and Shirts....................  500
2369 Children’s Outerwear, N.E.C......................  500
2371 Fur G oods.................................................... 500

SIC DESCRIPTION SIZE

2381 Dress and Work Gloves, Except Knit and
All-Leather....................................  500

2384 Robes and Dressing Gowns.....................  500
2385 Raincoats and Other Waterproof Outer

Garments........................    500
2386 Leather and Sheep Lined Clothing.......... 500
2387 Apparel Belts............................................ 500
2389 Apparel and Accessories, N.E.C..............  500
2391 Curtains and Draperies .............................  500
2392 House Furnishings, Except Curtains and

Draperies.........................................   500
2393 Textile Bags..................................  500
2394 Canvas and Related Products.................... 500
2395 Pleating, Decorative and Novelty

Stitching, and Tucking for the Trade . .  500
2396 Automotive Trimmings, Apparel Finding,

and Related Products...............   500
2397 Schiffli Machine Embroideries.................  500
2399 Fabricated Textile Products, N.E.C...........  500

Mqjor Group 24-Lumber and Wood Products, 
Except Furniture

2411 Logging.......................................................... 500
2421 Sawmills and Planning M ills................. 500
2426 Hardwood Dimension and Flooring Mills. 500
2429 Special Product Sawmills, N.E.C................  500
2431 Millwork...................       500
2434 Wood Kitchen Cabinets..............................  500
2435 Hardwood Veneer and Plywood..............  500
2436 Softwood Veneer and Plywood................  500
2439 Structural Wood Members, N.E.C.............. 500
2441 Nailed and Lock Comer Wood Boxes and

Shook........................................................  500
2448 Wood Pallets and Skids ............................  500
2449 Wood Containers, N.E.C............................ 500
2451 Mobile Homes.................................   500
2452 Prefabricated Wood Buildings and

Components.............................................  500
2491 Wood Preserving.............................    500
2493 Reconstituted Wood Products......................  500
2499 Wood Products, N.E.C. . . . . . . _ ................ 500

Major Group 25-Furniture and Fixtures
2511 Wood Household Furniture, Except

Upholstered. . . .  .̂....................... ...........  500
2512 Wood Household Furniture, Upholstered . 500
2514 Metal Household Furniture........................  500
2515 Mattresses and Bedsprings.............. .. 500
2517 Wood Television, Radio, Phonograph,

and Sewing Machine Cabinets..............  500
Motes: Size standards preceded by a dollar sign ($) are in millions of dollars. AH others are in number of employees unie» specified otherwise. 

N.E.C.: Not Elsewhere Classified.
19-5
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SIC_________  DESCRIPTION SIZE SIC DESCRIPTION SIZE

2519 Household Furniture, N.E.C........................  500
2521 Wood Office Furniture..............................  500
2522 Office Furniture, Except Wood................  500
2531 Public Building and Related Furniture . . .  500
2541 Wood Partitions, Shelving, Lockers, and

Office and Store Fixtures......................  500
2542 Partitions and Fixtures, Except Wood. . . .  500
2591 Drapery Hardware, and Window Blinds

and Shades..............................................  500
2599 Furniture and Fixtures, N.E.C....................  500

Major Group 26-Paper and Allied Products
2611 Pulp Mills...................................................... 750
2621 Paper Mills . ......................................... 750
2631 Paperboard M ills................................. 750
2652 Set-up Paperboard Boxes ........................  500
2653 Corrugated and Solid Fiber Boxes............  500
2655 Fiber Cans, Tubes, Drums, and Similar

Products........................................... 500
2656 Sanitary Food Containers................. 750
2657 Folding Paperboard B oxes............... 750
2661 Building Paper and Building Board Mills. 750
2671 Paper Coating and lamina ring for

Packaging ................................................. 500
2672 Paper Coating and Laminating, Except

for Packaging.................................  500
2673 Bags: Plastics, Laminated, and Coated . . .  500
2674 Bags: Uncoated Paper and Multiwall . . . .  500
2675 Die-Cut Paper and Paper Board.....  500
2676 Sanitary Paper Products, N.E.C.......  500
2677 Envelopes......................  500
2678 Stationery Products...........................  500
2679 Converted Paper Products, N.E.C.......... 500

M^jor Group 27-Printing, Publishing, and Allied 
Industries

2711 Newspapers: Publishing, Publishing and
Printing.........................................   500

2721 Periodicals: Publishing, Publishing and
Printing........................................  500

2731 Books: Publishing, Publishing and
Printing................................................   500

2732 Book Printing............................................  500
2741 Miscellaneous Publishing ........................   500
2752 Commercial Printing, Lithograph...............  500
2754 Commercial Printing, Gravure................... 500
2759 Commercial Printing, N.E.C. ................... 500
2761 Manifold Business Forms..........................  500
2771 Greeting Card Publishing..........................  500
2782 Blank books, Loose leaf Binders and

Devices..................................................  500
2789 Bookbinding and Related Work................. 500
2791 Typesetting.................................................  500

2796 Platemaking.................................................. 500

Major Group 28-Chemicals and Allied Products
2812 Alkalies and Chlorine.................................. 1,000
2813 Industrial Gases.......... ...................... . . . . . 1 , 0 0 0
2816 Inorganic Pigments........................................1,000
2819 Industrial Inorganic Chemicals, N.E.C. . 1,000
2821 Plastics Materials, Synthetic Resins, and

Nonvulcanizable Elastomers..................  750
2822 Synthetic Rubber (Vulcanizable

Elastomers)................................................ 1,000
2823 Cellulosic Man-Made Fibers........................ 1,000
2824 Synthetic Organic Fibers, Except

Cellulosic.................................................... 1,000
2833 Medicinal Chemicals and Botanical

Products....................................................  750
2834 Pharmaceutical Preparations......................  750
2835 Diagnostic Substances................................  500
2836 Biological Products, Except Diagnostic

Substances.............................    500
2841 Soap and Other Detergents, Except

Specialty Cleaners...............................    750
2842 Specialty Cleaning, Polishing, and

Sanitation Preparations............................  500
2843 Surface Active Agents, Finishing Agents,

Sulfonated Oils and Assistants..............  500
2844 Perfumes, Cosmetics, and Other Toilet

Preparations..............................................  500
2851 Paints, Varnishes, Lacquers, Enamels,

and Allied Products................................  500
2861 Gum and Wood Chemicals.........................  500
2865 Cyclic (Coal Tar) Crudes, and Cyclic

Intermediates, Dyes, and Organic
Pigment (Lakes and Toners)..................  750

2869 Industrial Organic Chemicals, N.E.C. . . .  1,000
2873 Nitrogenous Fertilizers.................................1,000
2874 Phosphatic Fertilizers...............................   500
2875 Fertilizers, Mixing Only............................  500
2879 Pesticides and Agricultural Chemicals,

N.E.C........................................................  500
2891 Adhesives and Sealants..............................  500
2892 Explosives....................................................  750
2893 Printing In k ................................................  500
2895 Carbon Black...............................................  500
2899 Chemicals and Chemical Preparations,

N.E.C........................................................  500

Major Group 29-Petroleum Refining and Related 
Industries

2911 Petroleum Refining5....................................... 1,500
2951 Paving Mixtures and Blocks...................     500
2952 Asphalt Felts and Coatings..   750
2992 Lubricating Oils and Greases..................... 500
2999 Products of Petroleum and Coal, N.E.C. 500

Notes. Size standards preceded by a dollar sign ($) are in millions of dollars. All others are in number of employees unless specified otherwise. 
N.E.C.: Not Elsewhere Classified.
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SIC DESCRIPTION SIZE SIC______________DESCRIPTION___________ SIZE

Major Group 30-Rubber and Miscellaneous Plastics 
Products

3011 Tires and Inner Tubes* ............................... 1,000
3021 Rubber and Plastics Footwear............1,000
3052 Rubber and Plastics Hose and Belting . . .  500
3053 Gaskets, Packing, and Sealing Devices. . .  500
3061 Molded, Extruded, and Lathe-Cut Rubber

Mechanical Goods.................. ........... • • 500
3069 Fabricated Rubber Products, N.E.C. . . . .  500
3081 Unsupported Sheet and F ilm ................. . 500
3082 Unsupported Profile Shapes.............. 500
3083 Laminated Plate and Sheet.................... .. • 500
3084 Pipe...............   500
3085 Bottles.................................................  500
3086 Plastics Foam Products...................... 500
3087 Custom Compounding of Purchased

Resins................................................... . 500
3088 Plumbing Fixtures.............................. 500
3089 Plastics Products, N.E.C....................  500

Major Group 31-Leather and Leather Products
3111 Leather Tanning and Finishing . . . . . . . . . .  500
3131 Boot and Shoe Cut Stock and Findings . .  500
3142 House Slippers.......................... .................  500
3143 Men’s Footwear, Except Athletic............  500
3 1 4 4  Women’s Footwear, Except Athletic........  500
3149 Footwear, Except Rubber, N.E.C..............  500
3151 Leather Gloves and Mittens.......................  500
3161 Luggage.......................................................  500
3171 Women’s Handbags and Purses................  500
3172 Personal Leather Goods, Except Women’s

Handbags and Purses............................ .. 500
3199 Leather Goods, N.E.C.................................  500

Major Group 32-Stone, Clay, Glass, and Concrete 
Products

3211 Flat Glass.................  . . . . 1 , 0 0 0
3221 Glass Containers.........................................  750
3229 Pressed and Blown Glass and Glasswear,

N.E.C. ..........    750
3231 Glass Products, Made of Purchased Glass 500
3241 Cement, Hydraulic....................................... 750
3251 Brick and Structural Clay Tile.................... 500
3253 Ceramic Wall and Floor Tile. . .  *.............. 500
3255 Clay Refractories.....................   500
3259 Structural Clay Products, N.E.C. . . . . . .  500
3261 Vitreous China Plumbing Fixtures and

China and Earthenware Fittings and 
Bathroom Accessories ............................  750

3262 Vitreous China Table and Kitchen
Articles............ .......................  500

3263 Fine Earthenware (Whiteware) Table and
Kitchen Articles....................   500

Notts: Size standards preceded by a dollar sign ($) are in millions of dollars, 
N.E.C.: Not Elsewhere Classified.

3264 Porcelain Electrical and Electronic
Supplies.................    500

3269 Pottery Products, N.E.C...................   500
3271 Concrete Block and Brick..........................  500
3272 Concrete Products, Except Block and

Brick...................    500
3273 Ready-Mixed Concrete ..............................  500
3274 Lim e.......... .......................   500
3275 Gypsum Products..........................................1,000
3281 Cut Stone and Stone Products............. .. 500
3291 Abrasive Products.............................   500
3292 Asbestos Products ...................   750
3295 Minerals and Earths, Ground or

Otherwise Treated..................................  500
3296 Mineral Wool.........................    750
3297 Nonclay Refractories .............................. .. • 750
3299 Nonmetallic Mineral Products, N.E.C. . .  500

Migor Group 33-Primary Metal Industries
3312 Blast Furnaces (Including Coke Ovens),

Steel Works, and Rolling M ills............ 1,000
3313 Electrometallurgical Products ...... .............. 750
3315 Steel Wire Drawing and Steel Nails and

Spikes...................................   1,000
3316 Cold Rolled Steel Sheet, Strip, and Bars . 1,000
3317 Steel Pipe and Tubes............ ......... ..........• 1,000
3321 Gray Iron Foundries ..................................  500
3322 Malleable Iron Foundries..........................  500
3324 Steel Investment Foundries...............   500
3325 Steel Foundries, N.E.C...........................• • 500
3331 Primary Smelting and Refining of Copper 1,000
3334 Primary Production of Aluminum . ............. 1,000
3339 Primary Nonfcrrous Metals, N.E.C. . . . .  500
3341 Secondary Smelting and Refining of

Nonferrous Metals.......................... . •«• 500
3351 Rolling, Drawing, and Extruding of

Copper......................................................  750
3353 Aluminum Sheet, Plate, and F o i l ............  750
3354 Aluminum Extruded Products....................  750
3355 Aluminum Rolling and Drawing, N.E.C. 750
3356 Rolling, Drawing, and Extruding of

Nonferrous Metals, Except Copper and 
Aluminum..........................    750

3357 Drawing and Insulating of Nonferrous
Wire............................................................ t*000

3363 Aluminum Die Castings............................  500
3364 Nonferrous Die Castings, Except

Aluminum ................................................  500
3365 Aluminum Foundries..................................  500
3366 Copper Foundries......................................  500
3369 Nonferrous Foundries, Except Aluminum

and Copper..............................................  500
3398 Metal Heat Treating....................................  750
3399 Primary Metal Products, N.E.C................  750
All others are in number of employee* unleu specified otherwise.
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SIC DESCRIPTION SIZE

Major Group 34-Fabricated Metal Products, Except 
Machinery and Transportation Equipment

3411 Metal Cans.................................................... 1,000
3412 Metal Shopping Barrels, Drums, Kegs,

and Pails ..................................................  500
3421 Cutlery..........................................................  500
3423 Hand and Edge Tools, N.E.C.............. 500
3425 Hand Saws and Saw Blades.......................  500
3429 Hardware, N.E.C..........................................  500
3431 Enameled Iron and Metal Sanitary Ware . 750
3432 Plumbing Fixture Fittings..........................  500
3433 Heating Equipment, Except Electric........  500
3441 Fabricated Structural Metal ......................  500
3442 Metal Doors, Sash, and Trim ..................  500
3443 Fabricated Plate Work (Boiler Shops). . . .  500
3444 Sheet Metal Work......................................  500
3446 Architectural and Ornamental Metal Work 500
3448 Prefabricated Metal Buildings and

Components.........................................   500
3449 Miscellaneous Metal Work........................  500
3451 Screw Machine Products............................  500
3452 Bolts, Nuts, Screws, Rivets, and Washers 500
3462 Iron and Steel Forgings . ..........................  500
3463 Nonferrous Forgings..................................  500
3465 Automotive Stampings................................  500
3466 Crowns and Closures................................  500
3469 Metal Stampings, N.E.C.............................   500
3471 Electroplating, Plating, Polishing,

Anodizing, and Coloring........................  500
3479 Coating, Engraving, and Allied Services,

N.E.C. ................................  500
3482 Small Arms Ammunition.....................   1,000
3483 Ammunition, Except for Small Arms,

N.E.C.............................................   1,500
3484 Small A rm s.................................  1,000
3489 Ordnance and Accessories, N.E.C.............  500
3491 Industrial Valves........................................  500
3492 Fluid Power Valves and Hose Fittings . . .  500
3493 Steel Springs, Except W ire............ .......... 500
3494 Valves and Pipe Fittings, N.E.C. ..........  500
3495 Wire Springs.......................    500
3496 Miscellaneous Fabricated Wire Products.. 500
3497 Metal Foil and L eaf...........................   500
3498 Fabricated Pipe and Fabricated Pipe

F ittings.............. .............................  500
3499 Fabricated Metal Products, N.E.C............. 500

Major Group 35-Machinery, Except Electrical
3511 Steam, Gas, and Hydraulic Turbines and

Turbine Generator Set Units.................. 1,000
3519 Internal Combustion Engines, N.E.C. . . .  1,000

SIC DESCRIPTION SIZE

3523 Farm Machinery and Equipment.......... .... 500
3524 Garden Tractors and Lawn and Garden

Equipment........................ ......................  500
3531 Construction Machinery............................  750
3532 Mining Machinery and Equipment,

Except Oil Field Machinery and 
Equipment................................................  500

3533 Oil Field Machinery and Equipment........  500
3534 Elevators and Moving Stairways..............  500
3535 Conveyors and Conveying Equipment. . . .  500
3536 Hoists, Cranes, and Monorails..................  500
3537 Industrial Trucks and Tractors ................. 750
3541 Machine Tools, Metal Cutting Types . . . .  500
3542 Machine Tools, Metal Forming Types . . .  500
3543 Industrial Patterns......................................  500
3544 Special Dies and Tools, Die Sets, Jigs

and Fixtures, and Industrial Molds . . . .  500
3545 Machine Tool Accessories and Measuring

Devices....................................................  500
3546 Power Driven Hand Tools........................  500
3547 Rolling Mill Machinery and Equipment . .  500
3548 Welding Apparatus....................................  500
3549 Metalworking Machinery, N.E.C............... 500
3552 Textile Machinery......................................  500
3553 Woodworking Machinery..........................  500
3554 Paper Industries Machinery......................  500
3555 Printing Trades Machinery........................  500
3556 Food Products Machinery..........................  500
3559 Special Industry Machinery, N.E.C............  500
3561 Pumps and Pumping Equipment, Except

Fluid Power iW ip s........ ........................ 500
3562 Ball and Roller Bearings.....................    750
3563 Air and Gas Compressors..........................  500
3564 Blowers and Exhaust and Ventilation

Fans....................................................... ..  500
3565 Packaging Machinery..................................  500 j
3566 Speed Changers, Drives, and Gears........  500
3567 Industrial Furnaces and Ovens................... 500
3568 Mechanical Power Transmission

Equipment, N.E.C.................................... 500
3569 General Industrial Machinery, N.E.C. . .  1,000
3571 Computers.......................................................1,000
3572 Computer Storage Devices...........................1,000
3575 Computer Terminals............................  1,000
3577 Computer Peripheral Equipment, N.E.C. 1,000
3578 Calculating and Accounting M achines.... 1,000
3579 Office Machines, N.E.C.............................  500
3581 Automatic Merchandising Machines........  500
3582 Commercial Laundry, Dry Cleaning, and

Pressing Machines..................................  500
3585 Refrigeration and Heating Equipment. . . .  750
3586 Measuring and Dispensing Pumps............  500
3589 Service Industry Machines, N.E.C.............  500
3592 Carburetors. Pistons, Piston Rings, and

Valves .....................................   500
Notes: Size standards preceded by a dollar sign ($) are in millions of dollars. AH others are in number of employees unless specified otherwise. 

N.E.C.: Not Elsewhere Classified.
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3593 Fluid Power Cylinders and Actuators . . . .  500
3594 Fluid Power Pumps and Motors..............  500
3596 Scales and Balance, Except Laboratory . .  500
3599 Machinery, Except Electrical, N.E.C. . . .  500

Major Group 36-Electrical and Electronic 
Machinery, Equipment and Supplies

3612 Power, Distribution and Specialty
Transformers.......................................... . 750

3613 Switchgear and Switchboard Apparatus. . .  750
3621 Motors and Generators...............................1,000
3624 Carbon and Graphite Products..................  750
3625 Relays and Industrial Controls..................  750
3629 Electrical Industrial Apparatus, N.E.C. . 500
3631 Household Cooking Equipment................  750
3632 Household Refrigerators and Home and

Farm Freezers...........................................1,000
3633 Household Laundry Equipment...................1,000
3634 Electric Housewares and Fans..................  750
3635 Household Vacuum Cleaners ....................  750
3639 Household Appliances, N.E.C..................... 500
3641 Electric Lamps..................................   1,000
3643 Current-Carrying Wiring Devices............  500
3644 Noncurrent-Carrying Wiring Devices . . . .  500
3645 Residential Electric Lighting Fixtures . . . .  500
3646 Commercial, Industrial, and Institutional

Electric Lighting Fixtures......................  500
3647 Vehicular Lighting Equipment..................  500
3648 Lighting Equipment, N.E.C........................ 500
3651 Radio and Television Receiving Sets,

Except Communication Types................  750
3652 Phonograph Records and Pre-Recorded

Magnetic Tape......................................  750
3661 Telephone and Telegraph Apparatus......... 1,000
3663 Radio and TV Communications Systems

and Equipment, and Broadcast and
Studio Equipment....................................  750

3669 Other Communications Equipment,
N.E.C........................................................  750

3671 Electron Tubes............   750
3672 Printed Circuit Boards................................  500
3674 Semiconductors and Related Devices........  500
3675 Electronic Capacitors..................................  500
3676 Resistors, for Electronic Applications----- 500
3677 Electronic Coils, Transformers, and Other

Inductors.............................. • .................  500
3678 Connectors, for Electronic Applications . .  500
3679 Electronic Components, N.E.C..................  500
3691 Storage Batteries........................................  500
3692 Primary Batteries, Dry and W et.................1,000
3694 Electrical Equipment for Internal

Combustion Engines................................  750
3695 Recording Media...........................................1,000
3699 Electrical Equipment, and Supplies,

N.E.C. .......... ................ ............... U . .  500

Major Group 37-Treimportation Equipment

3711 Motor Vehicles and Passenger Car Bodies 1,000
3713 Truck and Bus Bodies............ ...............   500
3714 Motor Vehicle Parts and Accessories . . . .  500
3715 Truck Traders...............    500
3716 Motor Homes................................................ 1,000
3721 Aircraft..............................................  1.500
3724 Aircraft Engines and Engine Parts........... 1,000
3728 Aircraft Equipment, N.E.C.'7 .............   1,000
3731 Shipbuilding and Repairing...........................1,000
3732 Boat Building and Repairing....................  500
3743 Railroad Equipment....................... 1,000
3751 Motorcycles, Bicycles, and Parts.,............ 500
3761 Guided Missiles and Space Vehicles..........1,000
3764 Guided Missile and Space Vehicle

Propulsion Units and Propulsion Unit
Parts......................................   1,000

3769 Guided Missile and Space Vehicle Parts
and Auxiliary Equipment, N.E.C...........1,000

3792 Travel Trailers and Campers.....................  500
3795 Tanks and Tank Components........................1,000
3799 Transportation Equipment, N.E.C. .......... 500

Major Group 38-Measuring, Analyzing, and 
Controlling Instruments; Photographic, Medical, and 

Optical Goods; Watches and Clocks
3812 Search, Detection, Navigation, and

Guidance Systems and Instruments . . . .  750
3821 Laboratory Apparatus and Furniture........  500
3822 Automatic Controls for Regulating

Residential and Commercial
Environments and Appliances................  500

3823 Industrial Instruments for Measurement,
Display, and Control of Process 
Variables, and Related Products...........  500

3824 Totalizing Fluid Meters and Counting
Devices.......................   500

3825 Instruments for Measuring and Testing of
Electricity and Electrical Signals ........... 500

3826 Analytical Instruments................................ 500
3827 Optical Instruments....................................  500
3829 Measuring and Controlling Devices,

N.E.C...............................................   500
3841 Surgical and Medical Instruments and

Apparatus................................................  500
3842 Orthopedic, Prosthetic, and Surgical

Appliances and Supplies........................  500
3843 Dental Equipment and Supplies ................  500
3844 X-Ray Apparatus and Tubes............ . 500
3845 Electromedical and Electro Therapeutic

Apparatus................................................  500

Sous: Size standards preceded by a dollar sign <S) are in millions of dollars. AH others are in number of employees unless specified otherwise. 
N.E.C.: Not Elsewhere Classified.
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3851 Ophthalmic Goods....................... ............. 500
3861 Photographic Equipment and Supplies.. . .  500
3873 Watches, Clocks, Clockwork Operated

Devices, and Parts................................  500

Major Group 39-Miscellaneous Manufacturing
Industries

3911 Jewelry, Precious Metal . ........................... 500
3914 Silverware, Plate Ware, and Stainless

Steel Wire........................................... . 500
3915 Jewelers’ Findings and Materials, and

Lapidary Work ................................   500
3931 Musical Instruments..........................    500
3942 Dolls..............................   500
3944 Games, Toys, and Children’s Vehicles;

Except Dolls and Bicycles ...................  500
3949 Sporting and Athletic Goods, N.E.C. . . .  500
3951 Pens, Mechanical Pencils, and Parts. . . . .  500
3952 Lead Pencils, Crayons, and Artists’

Materials................................................ 500
3953 Marking Devices......................      500
3955 Carbon Paper and Inked Ribbons.............  500
3961 Costume Jewelry and Costume Novelties,

Except Precious Metal........................    500
3965 Needles, Pins, Buttons, and Clothing

Fasteners................................................ 500
3991 Brooms and Brushes.................................. 500
3993 Signs and Advertising Displays................. 500
3995 Burial Caskets..........................................  500
3996 Linoleum, Asphalted-Felt-Base, and Other

Hard Surface Floor Coverings, N.E.C. 500 
3999 Manufacturing Industries, N.E.C...............  500

DIVISION E-TRANSPORTATION, 
COMMUNICATIONS, ELECTRIC, GAS AND 

SANITARY SERVICES
M^jor Group 40-Railroad Transportation

4011 Railroads, Line-Haul Operating............... 1,500
4013 Switching and Terminal Establishments . .  500

Major Group 41-Local and Suburban Transit and 
Interurban Highway Passenger Transportation

4111 Local and Suburban Transit.................   $3.5
4119 Local Passenger Transportation, N.E.C. . $3.5
4121 Taxicab......................................................  $3.5
4131 Intercity and Rural Highway Passenger

Transportation..................     $3.5
4141 Local Passenger Transportation Charter

Service.................    $3.5

SIC DESCRIPTION SIZE

4142 Passenger Transportation Charter Service,
Except Local..........................................  $3 .5

4151 School Buses............................................. $3 .5
4173 Bus Terminal and Service Facilities..........  $3 .5

Major Group 42-Motor Freight Transportation and 
Warehousing

4212 Local Trucking Without Storage7 ............$12.5
4213 Trucking, Except Local.............................$12.5
4214 Local Trucking With Storage..................... $12.5
4215 Courier, Services, Except By A ir............$12.5
4221 Farm Product Warehousing and Storage.. $12.5
4222 Refrigerated Warehousing...........................$12.5
4225 General Warehousing and Storage............$12.5
4226 Special Warehousing and Storage,

N.E.C..........................   $12.5
4231 Terminal and Joint Terminal Maintenance

Facilities for Motor Freight 
Transportation........................................  $3.5

Major Group 44-Water Transportation*
4412 Deep Sea Foreign Transportation of

Freight.................................................... 500
4424 Deep Sea Domestic Transportation of

Freight....................   500
4432 Freight Transportation on the Great Lakes

and Saint Lawrence Seaway.................  500
4449 Water Transportation of Freight, N.E.C. 500
4459 Local Water Transportation, N.E.C...........  500
4481 Deep Sea Transportation of Passengers,

Except by Ferries................................... 500
4482 Ferries.......................................................  500
4489 Water Transportation of Passengers,

N.E.C. .............    500
4491 Marine Cargo Handling.............................$12.5
4492 Towing and Tugboat Services.................  $3.5
4493 Marinas.....................................................  $3.5
4499 Water Transportation Services, N.E.C. .. $3.5

Major Group 45-Transportation by Air*
4512 Air Transportation, Scheduled..................*1,500
4513 Air Courier Services................................. *1,500
4522 Air Transportation. Nonscheduled.............*1,500
4581 Services Related to Air Transportation . . .  $3.5

Major Group 46-Pipe Lines, Except Natural Gas
4612 Crude Petroleum Pipe Lines....................... 1,500
4613 Refined Petroleum Pipe Lines....................1,500
4619 Pipe Lines, N.E.C....................................... $17.0

Noies: Size standards preceded by a dollar sign ($) are in millions of dollars. All others are in number of employees unless specified otherwise. 
N.E.C.: Not Elsewhere Classified.
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Major Group 47-Transportation Services
4724 Travel Agencies....................................  ,0$3.5
4725 Tour Operators............................   $3.5
4729 Arrangement of Passenger Transportation,

N.E.C. ..................................................  $3.5
4731 Freight Forwarding and Arrangement. . . .  $12.5
4741 Railroad Car Rental................................... $3.5
4783 Packing and Crating.................................. $12.5
4785 Inspection Services, Fixed Facilities,

N.E.C.....................................................  $3 5
4789 Services Incidental to Transportation,

N.E.C............................       $3.5

Major Group 48-Communications
4812 Radio Telephone Communication Services 1,500
4813 Telephone Communications, Except Radio

Telephone...............   1,500
4832 Radio Broadcasting .......................  $3.5
4833 Television Stations....................................  $7.0
4841 Cable and Other Pay T V .........................  $7.5
4899 Communications Services, N.E.C.............  $7.5

Major Group 49-Electric, Gas, and Sanitary Services
4911 Electric Services..........................    *°4
4941 Water Supply.......... ...................  $3.5
4952 Sewage Systems........................................  $3.5
4953 Refuse Systems"......................................  $6.0
4959 Sanitary Services, N.E.C. .......................  $3.5
4961 Steam Supply ............................................  $6.0
4971 Irrigation Systems .........   $3.5

DIVISION F—WHOLESALE TRADE 
Major Group 50-Durable Goods

5012 Automobiles and Other Motor Vehicles .. 100
5013 Motor Vehicle Parts and Supplies, New.. 100
5014 Tires and Tubes..................    100
5015 Motor Vehicle Parts, Used....................... 100
5021 Furniture...................    100
5023 Home Furnishings.....................................  100
5031 Lumber, Plywood, and Millwork............ 100
5032 Brick, Stone, and Related Products.......... 100
5033 Roofing. Siding, and Insulation...............  100
5039 Construction Materials, N.E.C. . ............  100
5043 Photographic Equipment and Supplies. . . .  100
5044 Office Equipment...................   100
5045 Computers and Computer Peripheral

Equipment and Software.......................  100
5046 Commercial Equipment, N.E.C................. 100
5047 Medical and Hospital Equipment.............. 100
5048 Ophthalmic Goods..................................... 100
5049 Professional Equipment, N.E.C................. 100
5063 Electrical Apparatus and Equipment......... 100
Notes: Size standards preceded by a dollar sign (S) are in millions of 

N.E.C.: Not Elsewhere Classified.

5064 Electrical Appliances, Television and
Radio Sets........ ............... .................... 100

5065 Electronic Parts and Equipment. . . . . . . . .  100
5072 Hardware..................................   100
5074 Plumbing and Heating Equipment and

Supplies (Hydronics)..............................  100
5075 Warm Air Heating and Air Conditioning

Equipment and Supplies .................   100
5078 Refrigeration Equipment and Supplies.. . .  100
5082 Construction and Mining Machinery and

Equipment. . . . . . . . . . . . ------ . . . . . . . . .  100
5083 Farm and Garden Machinery and

Equipment.....................................   100
5084 Industrial Machinery.....................   100
5085 Industrial Supplies.........................   100
5087 Service Establishment Equipment and

Supplies.......... ................... - ................. 100
5088 Transportation Equipment and Supplies.

Except Motor Vehicles .......................    100
5091 Sporting and Recreational Goods. . . . . . . .  100
5092 Toys and Hobby Groups and Supplies . . .  100
5093 Scrap and Waste Materials..............  100
5094 Jewelry, Watches, Diamonds and Other

Precious Stones...........................   100
5099 Durable Goods, N.E.C . . . . . . . . . . . . . .  100

Major Group 51-Wholesale Trade-Nondurable Goods
5111 Printing and Writing Paper..............    100
5112 Stationery Supplies.  ......................... • * * 100
5113 Industrial and Personal Service Paper----  100
5122 Drugs, Drug Proprietaries, and Druggists"

Sundries................     100
5131 Piece Goods and Notions..........................  100
5136 Men’s and Boys’ Clothing and

F u rn ish in g s .....................   100
5137 Women’s, Children’s and Infants’

Clothing and Accessories............. 100
5139 Footwear.................................   100
5141 Groceries, General Line...........................  100
5142 Frozen Foods..............................  100
5143 Dairy Products..........................................  100
5144 Poultry and Poultry Products...................  100
5145 Confectionery............................................  100
5146 Fish and Seafoods...............................—  100
5147 Meats and Meat Products.........................  100
5148 Fresh Fruits and Vegetables...........................100
5149 Groceries and Related Products, N.E.C. 100
5153 Grain...................  100
5154 Livestock................................  100
5159 Farm-Product Raw Materials, N.E.C. . . .  100
5162 Plastics Materials and Basic Shapes ------- 100
5169 Chemicals and Allied Products, N.E.C. . 100
5171 Petroleum Bulk Stations and Terminals . .  100

L AO others are in number of employees unless specified otherwise.
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5172 Petroleum and Petroleum Products
Wholesalers, Except Bulk Stations and
Terminals.............................................. 100

5181 Beer and A le ............................................ 100
5182 Wines and Distilled Alcoholic Beverages . 100
5191 Farm Supplies.......................................... 100
5192 Books, Periodicals, and Newspapers........ 100
5193 Flowers and Florists’ Supplies................. 100
5194 Tobacco and Tobacco Products............... 100
5198 Paints, Varnishes, and Supplies............... 100
5199 Nondurable Goods, N.E.C........................ 100

DIVISION G—RETAIL TRADE
M^jor Group 52-Building Materials, Hardware, 

Garden Supply, and Mobile Home Dealers
5211 Lumber and Other Building Materials

Dealers .................................................. $3.5
5231 Paint, Glass, and Wallpaper Stores. . . . . .  $3.5
5251 Hardware Stores..................... ............... $3.5
5261 Retail Nurseries, Lawn and Garden

Supply Stores ......................"...... ....... . $3.5
5271 Mobile Home Dealers. . . . . . . . . . . . . . . . .  $6.5

Major Group 53-General Merchandise Stores
5311 Department Stores......... *........... $13.5
5331 Variety Stores................. ....... . . . . . . . . . .  $5.5
5399 Miscellaneous General Merchandise

S to re s ... .. .............................. $3.5

Major Group 54-Food Stores
5411 Grocery Stores ........ ....................... . . . . .  $13.5
5421 Meat and Fish (Seafood) Markets............ $3.5
5431 Fruit Stores and Vegetable Markets......... $3.5
5441 Candy, Nut, and Confectionery Stores . . .  $3.5
5451 Dairy Products Stores . . . . . . . . .  ■.............  $3.5
5461 Retail Bakeries ............    $3.5
5499 Miscellaneous Food Stores......... . $3.5

Major Group 55-Automotive Dealers and Gasoline 
Service Stations

5511 Motor Vehicle Dealers (New and Used) . $11.5
5521 Motor Vehicle Dealers (Used Only) . . . . .  $11.5
5531 Auto and Home Supply Stores..................  $3.5
5541 Gasoline Service Stations...................   $4.5
5551 Boat Dealers..............................................  $3.5
5561 Recreational Vehicle Dealers....................  $3.5
5571 Motorcycle Dealers ...............................    $3.5
5599 Automotive Dealers, N.E.C.12................  $3.5

Major Group 56-Apparel and Accessory Stores
5611 Men’s and Boys’ Clothing and

Furnishings Stores.............. $4.5
5621 Women’s Ready-to-Wear Stores.. . . . . . . .  $4.5

5632 Women’s Accessory and Specialty Stores. $3.5
5641 Children’s and Infants’ Wear Stores........  $3 .5
5651 Family Clothing Stores.............................  $4 .5
5661 Shoe Stores.............. ................................. $4 .5
5699 Miscellaneous Apparel and Accessory

Stores.....................................................  $3 .5

Major Group 57-Furniture, Home Furnishings, and 
Equipment Stores

5712 Furniture Stores.................   $3 .5
5713 Floor Covering Stores..............................  $3 .5
5714 Drapery, Curtain, and Upholstery Stores . $3.5 
5719 Miscellaneous Home Furnishing Stores.. .  $3 .5
5722 Household Appliance Stores.....................  $4 .5
5731 Radio, Television and Electronics Stores . $4 .5
5734 Computer and Software Stores......... $4.5
5735 Record and Prerecorded Tapes Stores.. . .  $4 .5
5736 Musical Instrument Stores........... ............. $3.5

Major Group 58-Eating and Drinking Places
5812 Eating Places (Except Food Services). . . .  $3.5
5812 Food Services ......................... ................. $10.0
5813 Drinking Places (Alcoholic Beverages). . .  $3.5

Major Group 59-Miscellaneous Retail
5912 Drug Stores and Proprietary Stores.......... $3.5
5921 Liquor Stores ...... .......................................  $3.5
5932 Used Merchandise Stores.........................  $3.5
5941 Sporting Goods Stores and Bicycle Shops $3.5
5942 Book Stores  ....................................  $3.5
5943 Stationery Stores......................................  $3.5
5944 Jewelry Stores............................. ............  $3.5
5945 Hobby, Toy, and Game Shops...............  $3.5
5946 Camera and Photographic Supply Stores . $3.5
5947 Gift, Novelty, and Souvenir Shops . . . . . .  $3.5
5948 Luggage and Leather Goods Stores.........  $3.5
5949 Sewing, Needlework, and Piece Goods

Stores.....................................................  $3.5
5961 Mail Order Houses................. $12.5
5962 Automatic Merchandising Machine

Operators................................................ $3.5
5963 Direct Selling Establishments...................  $3.5
5983 Fuel Oil Dealers..............................   $6.0
5984 Liquefied Petroleum Gas (Bottled Gas)

Dealers...............   $3.5
5989 Fuel Dealers. N.E.C............ .....................  $3.5
5992 Florists..................................   $3.5
5993 Cigar Stores and Stands.......................... $3.5
5994 News Dealers and Newsstands.................  $3.5
5995 Opticians Stores........................................  $3.5
5999 Miscellaneous Retail Stores, N.E.C.......... $3.5

Notes: Size standards preceded by a dollar sign (S) are in millions of dollars. All others are in number of employees unless specified otherwise. 
N.E.C.: Not Elsewhere Classified.
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S ic DESCRIPTION________  SIZE SIC_____________ DESCRIPTION___________SIZE

DIVISION H—FINANCE, INSURANCE, AND 
REAL ESTATE“

Major Group 60-Banking
6021 National Banks..................... — ............ . ,4$10©
6022 State Commercial Banks ............................**$100
6029 Commercial Banks, N.E.C..........................,4$100
6035 Savings Institutions. Federally Chartered . M$100
6036 Savings Institutions, Not Federally

Chartered.................................................,4$100

Major Group 63-Insurance
6331 Fire, Marine, and Casualty Insurance---- 1,500

Major Group 64-Insurance Agents, Brokers, and 
Service

6411 Insurance Agents. Brokers, and Service .. $3.5

6515

6531

Major Group 65 - Real Estate
Operators of Residential Mobile Home

Sites..................................................
Leasing of Building Space to Federal 

Government by Owners15 . . . . . . . . .
Real Estate Agents and Managers----

$3.5

$10.0
,o$1.0

DIVISION I—SERVICES

Major Group 70-Hotels, Rooming Houses, Camps, 
and Other Lodging Places

7011 Hotels, Motels, and Tourist Courts..........
7021 Rooming and Boarding Houses............
7032 Sporting and Recreational Camps............
7033 Trailering Parks and Camp Sites for

Transients.......................................... .
7041 Organization Hotels, and Lodging

Houses, on Membership Basis ..............
Major Group 72-Personal Services

7211 Power Laundries, Family and
Commercial............................................

7212 Garment Pressing, and Agents for
Laundries and Dry Cleaners.................

7213 Linen Supply..................... ......................
7215 Coin-operated Laundries and Dry

Cleaning ........................................
7216 Dry Cleaning Plants, Except Rug

Cleaning ................................................
7217 Carpet and Upholstery Cleaning..............
7218 Industrial Launderers...........................•••
7219 Laundry and Garment Services. N.E.C. .
7221 Photographic Studios, Portrait -------------
7231 Beauty Shops............................................
7241 Barber Shops............................................
7251 Shoe Repair Shops. Shoe Shine Parlors,

and Hat Cleaning Shops............• .........

$3.5
$3.5
$3.5

$3.5

$3.5

$7.0

$3.5
$7.0

$3.5

$2.5
$2.5
$7.0
$3.5
$3.5
$3.5
$3.5

$3.5

7261 Funeral Service and Crematories. . . . . . . . .  $3.5
7291 Tax Return Preparation Services.............. $3.5
7299 Miscellaneous Personal Services.............. $3.5

Major Group 73-Business Services
7311 Advertising Agencies....................- .........
7312 Outdoor Advertising Services. . . . . . ..........
7313 Radio, Television, and Publishers*

Advertising Representatives...........
7319 Advertising, N.E.C. . .  - ........ ...................
7322 Adjustment and Collection Services..........
7323 Credit Reporting ...........................  ........
7331 Direct Mail Advertising Services..............
7334 Photocopying and Duplicating Services. . .
7335 Commercial Photography...................... -•
7336 Commercial Art and Graphic Design----
7338 Stenographic and Court Reporting

Services.................  . . . . . . . . . .
7342 Disinfecting and Exterminating Services.. 
7349 Building Maintenance Services, N.E.C. .
7352 Medical Equipment Rental......................
7353 Heavy Construction and Earthmoving

Equipment Rental and Leasing---- . . . .
7359 Equipment Rental and Leasing, N.E.C. . .
7361 Employment Agencies.......................
7363 Help Supply Services....................... .......
-  Base Maintenance* • ....................... .
7371 Custom Computer Programming Services.
7372 Prepackaged Computer Software ..............
7373 Computer Integrated System Design------
7374 Computer Processing and Data

Preparation Services.......................
7 3 7 5  Electronic Information Retrieval Services.
7376 Computer Facilities Management Services
7377 Computer Rental and Leasing . . . --------
7378 Computer Maintenance and Repair...........
7379 Computer Related Services, N.E.C............
7379 Computer Related Services, N.E.C............
7381 Detective, Guard and Armored Car

Services................. ................................
7382 Security Systems Services.........................
7383 News Syndicates...................................
7384 Photofmishing Laboratories....................
7389 Business Services, N.E.C..........................

$3.5
$3.5

$3.5
$3.5
$3.5
$3.5
$3.5
$3.5
$3.5
$3.5

$3.5
$3.5
$8.0
$3.5

$3.5
$3.5
$5.5
$3.5

$13.5
$7.0
$7.0
$7.0

$7.0
$7.0
$7.0

$12.5
$12.5
$12.5
$12.5

$6.0
$6.0
$3.5
$3.5
$3.5

Major Group 75-Automotive Repair, Services, and 
Garages

7513 Truck Rental and Leasing, Without
Drivers.................................................

7514 Passenger Car Rental, Without Drivers . .  $12.5
7515 Passenger Car Leasing, Without Drivers . $12.5 
7519 Utility Trailer and Recreational Vehicle

Rental.................................................
7521 Automobile Parking................................ . $3.5

Notes: Size standards preceded by a dollar sign (S) are in millions of dollars. All others are in number of employee, unless specified odierwise. 
N.E.C.: Not Elsewhere Classified.
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7532 Top, Body, and Upholstery Repair, and
Paint Shops............................................  $3.5

7533 Motor Vehicle Exhaust Systems Repair
Shops............... .......................... . .........  $3.5

7534 Tire Retreading and Repair Shops.......... $7.0
7536 Motor Vehicle Glass Replacement Shops . $3.5
7537 Motor Vehicle Transmission Repair Shops $3.5
7538 General Automotive Repair Shops........... $3.5
7539 Automotive Repair Shops, N.E.C.............  $3.5
7542 Car Washes......................      $3.5
7549 Automotive Services, Except Repair and

Car Washes............................................  $5.5

Major Group 76-MiscelIaneous Repair Services
7622 Radio and Television Repair Shops. . . . . . . .  $3.5
7623 Refrigeration and Air Conditioning

Service and Repair Shops.....................  $3.5
7629 Electrical and Electronic Repair Shops,

N .E .C ... . . : ..........................................  $3.5
7631 Watch, Clock» and Jewelry Repair ..... . . . $3.5
7641 Reupholstery and Furniture Repair . . . . . . .  $3.5
7692 Welding Repair ................ .......... ..... $3.5
7694 Armature Rewinding Shops . . . . . . . . . . . .  $3.5
7699 Repair Shops and Related Services,

N.E.C.17 ____________________ . . .  $3.5

Major Group 78-Motion Pictures
7812 Motion Picture Production ........................ $14.5
7819 Services Allied to Modon Picture

Production................................................$14:5
7822 Motion Picture and Tape Distribution. . . .  $14.5
7829 Services Allied to Motion Picture

Distribution...............     $3.5
7832 Motion Picture Theaters, Except Drive-in $3.5
7833 Drive-in Motion Picture Theaters............ $3.5
7841 Video Tape Rental..................................... $3.5

Major Group 79- Amusement and Recreation Ser
vices, Except Motion Pictures

7911 Dance Halls, Studios, and Schools . . . . . .  $3.5
7922 Theatrical Producers (Except Motion

Pictures) and Miscellaneous Theatrical
Services......................    $3.5

7929 Bands, Orchestras, Actors, and Other
Entertainers and Entertainment Groups . $3.5

7933 Bowling Alleys.............. ............  $3.5
7941 Professional Sports Clubs and Promoters . $3.5 
7991 Physical Fitness Facilities . . ... . . . . . .  . . . . $3.5 
7993 Coin-Operated Amusement Devices. . ...... $3.5
7996 Amusement Parks . . . . . . . . . . . . . . . . . . .  ... . $3.5
7997 Membership Sports and Recreation Clubs $3.5 
7999 Amusement and Recreation Services,

N .E .C ..................................................  $3.5
Notes: Size standards.preceded by a dollar sign (£),are in millions of dollars. 

N.E.C.: Not Elsewhere Classified.
19-6.8

SIC DESCRIPTION SIZE

Major Group 80-Health Services
8011 Offices and- Clinics of Doctors of

M ed icin e .............. ................ .............. $3.5
8021 Offices and Clinics of Dentists . . . . . . . . . . .  $3.5
8031 Offices of Osteopathic Physicians.............  $3.5
8041 Offices of Chiropractors .........................    $3.5
8042 Offices of Optometrists............ ................  $3.5
8043 Offices of Podiatrists ......................   $3.5
8049 Offices of Health Practitioners, N.E.C. ... $3.5
8051 Skilled Nursing Care Facilities................  $3.5
8052 Intermediate Health Care Facilities . . . . . .  $3.5
8059 Nursing and Personal Care Facilities,

N.E.C. ______ ____________ ______  $3.5
8062 General Medical and Surgical Hospitals. .  $3.5
8063 Psychiatric Hospitals............ . $3.5
8069 Specialty Hospitals, Except Psychiatric. . .  $3.5
8071 Medical Laboratories....................   $3.5
8072 Dental Laboratories....................................  $3.5
8082 Home Health Care Agencies . . . . . . . . . . .  $3.5
8092 Kidney Dialysis Centers...................   $3.5
8093 Specialty Outpatient Clinics. N.E.C. . . . .  $3.5 
8099 Health and Allied Services, N.E.C. . . . .  $3.5

Major Group 81-Legal Services 
8111 Legal Services .............................................  $3.5

Major Group 82-Educational Services
8211 Elementaiy and Secondary Schools . . . . . .  $3.5
8221 Colleges and Universities, N.E.C..............  $3.5
8222 Junior Colleges........ ...................................  $3.5
8231 Libraries and Information Centers.............. $3.5
8243 Data Processing Schools______ . . . _____  $3.5
8244 Business and Secretarial Schools..............  $3.5
8249 Vocational Schools, N.E.C..........................  $3.5
8299 Schools and Educational Services, N.E.C. $3.5
8299 Flight Training Services . . . . . . . . . . . . . . .  $12.5

Major Group 83-Social Services
8322 Individual and Family Social Services . . .  $3.5
8331 Job Training and Related Services...........  $3.5
8351 Child Day Care Services...........................  $3.5
8361 Residential Care................   $3.5
8399 Social Services, N.E.C. ........................... $3.5

Major Group 84-Museums, Botanical, Zoological 
Gardens

8412 Museums and Art Galleries....................... $3.5
8422 Botanical and Zoological Gardens............. $3.5

Major Group 86-Membership Organizations
8611 Business Associations .........................   $3.5
8621 Professional Organizations .................. ..... $3.5
8631 Labor Organizations..................................  $3.5
All others are in number of employees unless specified otherwise.
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8641 Civic and Social Associations......... $3.5
8651 Political Organizations. .............................  $3.5
8661 Religious Organizations............................. $3.5
8699 Membership Organizations, N.E.C......... . $3.5

Major Group 87-Miscellaneous Services
8711 Engineering Services:

Military and Aerospace Equipment and
Military Weapons .................................. $13.5

Marine Engineering and Naval
Architecture...................................   $9.0

Other Engineering Services....................  $2.5
8712 Architectural Services (Other Than Naval) $2.5
8713 Surveying Services........ .................  $2.5
8721 Accounting, Auditing, and Bookkeeping

Services ...........................   $4*0
8731 Commercial Physical and Biological

Research...................................   '*500
8732 Commercial Economic, Sociological and

Educational Research..............................  $3.5
8733 Noncommercial Research Organizations . .  $3.5
8734 Testing Laboratories...............................   $3.5
8741 Management Services ............  $3.5
8742 Management Consulting Services, N.E.C. $3.5
8743 Public Relations Services...............   $3.5
8744 Facilities Support Management Services. .  '*$3.5 
8748 Business Consulting Services, N.E.C. . . .  $3.5

Major Group 89-MisceIlaneous Services 
8999 Services, N.E.C........................................   $3*5

FOOTNOTES

1 Reserved.

J SIC-1629: To be considered small, a firm must per
form the dredging of at least 40 percent of the yardage with 
its own dredging equipment or equipment owned by another 
small dredging concern.

» SIC Division D-Manufacturing: “ Rebuilding on a 
factory basis or equivalent.’* For rebuilding machinery or 
equipment on a factory basis, use SIC code applicable for 
new manufactured product. The appropriate size standard 
is not limited to manufacturers. Ordinary repair services 
or preservation operations, however, are not considered 
rebuilding activities.

4 SIC-2033: For purposes of Government procurement 
for food canning and preserving under SIC-2033, the stan
dard of 500 employees shall be exclusive of agricultural 
labor as defined in section (k) of the Federal Unemploy
ment Tax Act, 68A Stat. 454, 26 U.S.C. (I.R.C. 1954)

s SIC-2911: F o r  purposes of Government procurement, 
the firm may not have more than 1,500 employees, nor may 
it have more than 50,000 barrels per day capacity. This 
capacity may be measured in terms of either crude oil or 
bona fide feedstocks or both, but the sum total of the various 
petroleum-based inputs in the process may not exceed
50,000 barrels. In addition to the direct owned capacity of 
the concern in question, counted capacity will include any 
leased facilities or any facilities made available to the con
cern under an arrangement such as (but not limited to) an 
exchange agreement or a throughput, or other form, or pro
cessing agreement (whereby another party processes the con
cern’s own crude or feedstocks). Such an arrangement would 
have the same effect as though such facilities had been 
leased, and this would have to be included in the concern’s 
own capacity. The total product to be delivered in the per
formance of the contract must be at least 90 percent 
refined by the successful bidder from either crude oil or 
bona fide feedstocks.

• SIC-3011: For purposes of Government procurement, 
a firm is small for bidding on a contract for pneumatic tires 
within Census Classification Codes 30111 and 30112, pro
vided that (1) the value of tires within Census Classifica
tion Codes 30111 and 30112 which it manufactured in the 
United States during the previous calendar year is more than 
50 percent of the value of its total worldwide manufacture,
(2) the value of pneumatic tires within Census Classifica
tion Codes 30111 and 30112 which it manufactured 
worldwide during the preceding calendar year was less than 
5 percent of the value of all such tires manufactured in the 
United States during said period, and (3) the value of the 
principal products which it manufactured or otherwise pro
duced. or sold worldwide during the preceding calendar year 
is less than 10 percent of the total value of such products 
manufactured or otherwise produced or sold in the United 
States during said period.

7 SIC-4212: The Component “Garbage and Refuse, 
Collecting and Transporting, Without Disposal’’ shall have 
a size standard of $6.0 million. This is the same size stan
dard as SIC-4953, Refuse Systems.

• Offshore M arine Services (M ajor Groups 44 and 
45): The applicable size standard shall be $14 million for 
firms furnishing specific transportation services to concerns 
engaged in offshore oil and/or natural gas exploration, drill
ing production, or marine research; such services encom
pass passenger and freight transportation, anchor handling, 
and related logistical services to and from the work site or 
at sea.306.

bus: Size st.nd.rds preceded by • dolTr sign <S) .re in millions ofdoll.rs. All others .re in number of employees unless specified otherwise. 
N.E.C.: Not Elsewhere Cfatssified.
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• SIC-4512, 4513, and 4522: Includes passenger or 
cargo transportation requiring the use of one or more 
helicopters or fixed-wing aircraft. For other services requir
ing die use of one or more helicopters or fixed-wing air
craft, not involving passenger or cargo transportation, but 
in SIC 4512, 4513, and 4522, a size standard of $6.5 million 
shall apply. This does not include offshore marine transpor
tation services as defined in footnote *.

10 SIC-4724: As measured by commissions only; in 
millions of dollars.

" SIC-4953: “Garbage and Refuse, Collecting and 
Transportation: Without Disposal,’’ a component of 
SIC-4212, has the same size standard as SIC-4953.

12 SIC-5599: For retail firms whose principal line of 
business is the retail sale of aircraft, a $5 million size stan
dard shall apply.

13 M ost industries in  D ivbion  H  — Finance, Insurance, 
and Real Estate — are excluded from SBA assistance.

14 SIC-6021, 6022, 6029. 6035, 6036: Millions of 
dollars, as measured by total assets.

15 Leasing o f  building space to  the Federal Government 
by owners —For the purpose of Government procurement, 
a size standard of $10 million in gross receipts is 
established for owners of building space that is leased to 
the Federal Government. The standard for these 
procurements shall apply to the owner of the property and 
not to those acting as an agent for tire owner. There is no 
size standard concerning the agent.

14 I f  one o f  the activities in base maintenance, as 
defined in SIC-7363, can be identified with a separate 
industry, and that activity (or industry) accounts for 50 
percent or more of the value of an entire contract, then the 
proper size standard shall be that for the particular industry, 
and not the base maintenance size standard.

“Base maintenance" constitutes three or more separate ac
tivities. The activities may be either service or special trade 
construction related activities. As services, these activities 
must each be in a separate industry. These activities may 
include, but are not limited to such separate maintenance 
activities as Janitorial and Custodial Service, Protective 
Guard Service, Commissary Service, Fire Prevention

Service, the Safety Engineering Service, Messenger Ser
vice, and Grounds Maintenance and Landscaping Service. 
If the contract involves die use of special trade contractors 
(plumbing, painting, plastering, carpeting, etc.), all such 
specialized trade construction activities will be considered 
a single activity, which is Base Housing Maintenance. This 
is only one activity of base maintenance and two additional 
activities must be present for the contract to be considered 
base maintenance. The size standard for Base Housing 
Maintenance is $7 million, the same size standard as for 
Special Trade Contractors.

17 SIC-3728, 7699: Contracts for this rebuilding or 
overhaul of aircraft ground support equipment on a con
tract basis will be classified under SIC-3728.

'* SIC-8731: For research and development contracts 
the delivery of a manufactured product, the size standard 
to use is that of die manufacturing industry in which the 
specific product is classified.

Research and Development, as defined in the SIC Manual, 
means laboratory or other physical research and develop
ment on a contract or fee basis. Research development for 
purposes of size determinations does not include the follow
ing: economic, educational, engineering, operations, 
systems, or other nonphysical research; or computer pro
gramming, data processing, commercial and/or medical 
laboratory tesing. For purposes of the SBIR program only, 
a different definition has been established by law. See Part 
121.7.

19 Facilities Management, a  component o f Facilities Sup
port Management Services (SIC-8744), has the following 
definition:

Establishments, not elsewhere classified, which provide 
overall management and the personnel to perform a variety 
of related support services in operating a complete facility 
in or around a specific building, or within another business 
or Government establishment. Facilities management means 
furnishing three or more personnel supply services which 
may include, but are not limited to secretarial services, 
typists, telephone answering, reproduction, or mimeograph 
service, mailing service, financial or business management, 
public relations, conference planning, travel arrangements, 
word processing, maintaining files and/or libraries, 
switchboard operation, writers, bookkeeping, minor office 
equipment maintenance and repair, use of information 
systems (not programming), etc.

20 SIC-4911: Measured in millions of megawatt hours.

(The next page is 19-7)
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19.501 [Amended]
12. Section 19.501 is amended by 

removing in paragraph (f)(1) the figure 
“10,000” and inserting in its place the 
figure “$25,000”.
19.508 [Amended]

13. Section 19.508 is amended by 
removing in paragraph (a)(2) the figure 
“$10,000” and inserting in its place the 
figure “$25,000”.

PART 52—SOLICITATION 
PROVISIONS AND CONTRACT 
CLAUSES

14. Section 52.215-26 is revised as 
follows:
52.215-26 Integrity of Unit Prices.

As prescribed in 15.812-2, insert the 
following clause:
Integrity of Unit Prices (Apr 1987)

(a) Any proposal submitted for the 
negotiation of prices for items of supplies 
shall distribute costs within contracts on a 
basis that ensures that unit prices are in 
proportion to the items’ base costs (e.g.,

manufacturing or acquisition costs). Any 
method of distributing costs to line items that 
distorts unit prices shall not be used. For 
example, distributing costs equally among 
line items is not acceptable except when 
there is little or no variation in base cost. 
Nothing in this paragraph requires 
submission of cost or pricing data not 
otherwise required by law or regulation.

(b) The requirement in paragraph (a) of this 
clause does not apply to any Department of 
Defense (DoD) or National Aeronautics and 
Space Administration (NASA) contract or 
subcontract item of supply for which the unit 
price is, or is based on, an established 
catalog or market price for a commercial item 
sold in substantial quantities to the general 
public. A price is based on a catalog or 
market price only if the item being purchased 
is sufficiently similar to the catalog or market 
price commercial item to ensure that any 
difference in price can be identified and 
justified without resort to cost analysis.

(c) The Offeror/Contractor shall also 
identify those supplies which it will not 
manufacture, or to which it will not 
contribute significant value, when requested 
by the Contracting Officer. However, for DoD 
and NASA contracts, the information shall 
not be required for commercial items sold in

substantial quantities to the general public 
when the price is, or is based on, established 
catalog or market prices.

(d) The Contractor shall insert the 
substance of this clause, less paragraph (c), in 
all subcontracts.
(End of clause)

A lternate I  (APR 1987). As prescribed in 
15.812-2(b), substitute the following 
paragraph (c) for paragraph (c) of the basic 
clause:

(c) The Offeror/Contractor shall also 
identify those supplies which it will not 
manufacture or to which it will not contribute 
significant value. For DoD and NASA 
contracts, this information is not required for 
commercial items sold in substantial 
quantities to the general public when the 
price is, or is based on, established catalog or 
market prices.

52.219-4 [Amended]
15. Section 52.219-4 is amended by 

inserting a colon in the introductory text 
following the word “offers” and 
removing the remainder of the sentence.
[FR Doc. 87-13010 Filed 6-8-87; 8:45 am] 
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