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VETERANS ADMINISTRATION

Special Medical Advisory Group;
Availability of Annual Report

Under section 10(d) of Pub. L. 92-463
(Federal Advisory Committee Acl)
notice is hereby given that the Annual
Report of the Veterans Administration's
Special Medical Advisory Group for
calendar year 1987 has been issued.

The report summarizes activities of
the Group on matters relative to the care
and treatment of disabled veterans, and
other matters pertinent to the Veterans
Administration's Department of
Medicine and Surgery. It is available for
public inspection at two locations.
Federal Documents Section, Exchange

and Gift Division, LM 632, Library of

Congress, Washington, DC 20540

and

Veterans Administration, Office of the
Chief Medical Director, Room 800, §10
Vermont Avenue, NW., Washington,
DC 20420
Dated: March 3, 1988.

By direction of the Administrator.

Rosa Maria Fontanez,

Committee Management Officer.

[FR Doc. 88-5380 Filed 3-10-88: 8:45 am]|

BILLING CODE 8320-01-M
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Sunshine Act Meetings

Federal Register
Vol. 53, No. 48

Friday, March 11, 1988,

This section of the FEDERAL REGISTER
contains notices of meetings published
under the “Government in the Sunshine

Act" (Pub. L. 94-409) 5 U.S.C. 552b(e)(3).

COMMISSION ON CIVIL RIGHTS
March 8, 1988.

PLACE: 1121 Vermont Avenue, NW.,
Room 512, Washington, DC 20425,

DATE AND TIME: Friday, March 18, 1988.

9:00 a.m.—5:00 p.m.

STATUS OF MEETING: Open to the public.

MATTERS TO BE CONSIDERED:

I. Approval of Agenda

II. Approval of Minutes of Last Meeting

111 Briefing Panel #1: Reauthorization of the
U.S. Commission on Civil Rights

IV. Report of Commissioner Subcommittee
Regarding Proposed Projects

V. SAC Report: “Collecting Data on Bias-
Related Incidents in Connecticut™

V1. SAC Recharters

VII. Presentations by SAC Chairs

VIIL Briefing Panel #2: Reauthorization of the
U.S. Commission on Civil Rights

PERSON TO CONTACT FOR FURTHER
INFORMATION: John Eastman, Press and

Communications Division, (202) 376
8105.

William H. Gillers,

Solicitor.

[FR Doc. 88-5428 Filed 3-9-88; 10:02 am]
BILLING CODE 6335-01-M

FEDERAL HOME LOAN MORTGAGE
CORPORATION

DATE AND TIME: Friday, March 11, 1988,
2:00 p.m.,
PLACE: 1776 G Street, NW.,, Board Room,
Third Floor, Washington, DC.
sTATUS: Closed.
CONTACT PERSON FOR MORE
INFORMATION: Alan Hausman, 1759
Business Center Drive, P.O. Box 4115,
Reston, Virginia 22090, (703) 759-8405.
MATTERS TO BE CONSIDERED:
Minutes of February 8, 1988 Board of

Directors, Meeting
President's Report
Dividend Policy
SOTP and Development Projects Briefing
Review of Financials for 1987

Date sent to Federal Register: March 8,
1988.
Maud Mater,
Secretary.
[FR Doc. 88-5432 Filed 3-9-88; 10:06 am}
BILLING CODE 6719-01-M

FEDERAL MARITIME COMMISSION

TIME AND DATE: 10:00 a.m. March 16,
1988.

PLACE: Hearing Room One, 1100 L
Street, NW., Washington, DC 20573.

STATUS: Closed.
MATTERS TO BE CONSIDERED:

1. Assessment of the Adequacy of the
Commission’s Requirements of (a) Casualty
Coverage, (b) Civil Penalties, and (c)
Administrative Proceedings in Relation to the
Passenger Cruise Industry.

2. Baton Rouge Marine Contractors, Inc.—
Proposed Investigation of Unfiled Agreement.
3. Docket No. 86-17-Mabil Oil Corporation
v. Barber Blue Sea Lines—Review of Order of

Dismissal.

4. Docket No. 86-30—Investigation of
Unfiled Agreements-Yangming Marine
Transport, Evergreen Marine Corporation and
Orient Overseas Container Lines, Inc.—
Review of Initial Decision.

5. Docket No. 87-4—California Shipping
Line, Inc. v. Korea shipping Corporation-
Review of Order of Dismissal.

CONTACT PERSON FOR MORE
INFORMATION: Tony P. Kominoth,
Assistant Secretary, (202) 523-5725.
Tony P. Kominoth,

Assistant Secretary.

[FR Doc. 88-5536 Filed 3-9-88; 8:45 am|
BILLING CODE 6730-01-M
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March 11, 1988

Part |l

Office of
Management and
Budget

Grants and Cooperative Agreements With
State and Local Governments; Revision
of Circular A-102; Notice
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OFFICE OF MANAGEMENT AND
BUDGET

Grants and Cooperative Agreements
with State and Local Governments

AGENCY: Office of Management and
Budgel.

ACTION: Revision of Circular A-102.

SUMMARY: This notice sets forth the final
revision of Office of Management and
Budget Circular A-102, "Grants and
Cooperalive Agreements with State and
Local Governments”.

FOR FURTHER INFORMATION CONTACT:
Jonathan Breul, Financial Management
Division, Office of Management and
Budget, Washington, DC 20503. (202)
395-3050.

SUPPLEMENTARY INFORMATION: Ani
interagency task force under the
President's Council on Management
Improvement (PCMI) was established to
review existing guidance for managing
Federal aid programs. On June 18, 1984,
OMB published a Notice in the Federal
Register (49 FR 24958) announcing the
review and seeking public comment on
over 50 issues and possible options for
each. Federal agencies, States, local
governments, interest groups, business
organizations, and nonprofit
organizations, as well as members of
Congress submitted several hundred
comments.

Five agency-chaired teams studied the
comments, Circular A-102, and the
existing Federal agency regulations
implementing it to develop and draft
two products: a revised OMB Circular—
addressed solely to Federal agencies,
and a “common" government-wide
regulation—addressed to State and local
granlees. The proposed government-
wide “common rule" stated the fiscal
and administrative conditions governing
granls to State and local governments
and subgrantees which are State and
local governments.

On March 12, 1987, the President
directed OMB to revise Circular A-102
and all affected Federal agencies to
simultaneously propose a common rule
to adopt verbatim government-wide
grants management terms and
conditions. The revised Circular and
common rule were to be proposed
within 90 days, and issued final within
one year.

OMB published a proposed revision to
Circular A-102 as a Notice in the June 9,
1987 issue of the Federal Register (52 FR
21816-21818). Simultaneously in the
same issue (52 FR 21820-21852), Federal
grant-making agencies proposed a
common rule

Comments and Changes to the Proposed
Revision

While OMB and the agencies received
nearly 100 comments on the proposed
common rule, only a handful addressed
the revision to Circular A~102 itself.

Advance Public Notice and Priority
Setting (paragraph 6b.) A number of
Federal agencies questioned the need
for, and type of official responsible for,
advance public notice and priority
setting in discretionary grant and
cooperative agreement programs.
Consistent with recent
recommendations by the U.S. General
Accounting Office (GAO)
("Discretionary Grants: Opportunities to
Improve Federal Discretionary Award
Practices"), this section aims to improve
managerial accountability for the
discretionary award process by
emphasizing the need for upfront
priority setting and policy-level sign-off
on grant and cooperative agreement
awards. "Policy-level official” was
deliberately not defined in order for
agency heads to determine the
appropriate placement of such
responsibilities. Such officials include
program heads or political appointees
located sufficiently high in an
organization to ensure that funding
priorities and actual awards are
consistent with the agency's overall
priorities. OMB is willing to work with
agencies to identify appropriate officials
where there is question.

Standard Forms for Applying for
Federal Assistance (paragraph 6¢).
Several Federal agencies, particularly
those with programs which fund both
governmental (State and local) and
nonprofit grantees, requested not to use
the standard application facesheet (SF-
424) as well as the project approval
checklist, budget sheet, and standard
assurances in Attachment "M" to
Circular A-102. They pointed out that
unlike 1971, when Circular A-102 and
the forms were originally developed,
there is less duplication and overlap in
Federal funding for grantees and
consequently less need by grantees for
uniform application forms. Further, OMB
now reviews and approves all forms and
application packages under the
Paperwork Reduction Act of 1980. In
recognition of these changes in the
makeup of Federal assistance programs,
the types of recipients receiving funding
and the paperwork control authorities in
OMB's Office of Information and
Regulatory Affairs (OIRA), OMB asked
for public comment on revised standard
application forms in a May 29, 1987
Notice in the Federal Register (52 2017
20179).

The great majority of the over 80
public comments to the May 1987 Nuti
were concerned about the proposed
financial reporting formats for the open
ended entitlement programs. rather than
either the need for. or design of. the
standard application formg. We
attribute much of this lack of interesi 10
the fact that, with the approval of
OMB's Office of Information and
Regulatory Affairs, few programs use
the forms display in Circular A-102 “us
is", In fact, aside from the SF-424
Facesheet, nearly every program
extensively tailors the forms or develops
its own instructions and supplemental
program-specific requirements.

In recognition of current practice ano
approved forms, the proposed circular
has been revised to require use of either
(1) three types of pre-approved standard
forms: facesheet, standard budge!
information (construction or non-
construction) and standard assurances
(construction or non-construction) or (2]
forms approved by OMB under the
Paperwork Reduction Act of 1980. Two
forms previously displayed in Circular
A-102, the Part II, “Project Approval
Checklist,” and Part IV, “Narrative.” are
eliminated. The contents of the latter are
reflected as guidance to agencies in
paragraph 6c. of the circular. Agencies
are free to use the standard forms
without further OMB clearance. Use of
any other forms and application
packages requires OMB approval and
clearance under the Paperwork
Reduction Act of 1980.

Exception to the common rule
(paragraph 6g). A number of grantees
expressed concern that paragraph 6g.
“Special Conditions or Restrictions,”
coupled with the corresponding
“Exceplions” (§ —6) and “High-Risk”
(§ —12) provisions of the common rule
are loophoies which permit Federal
agencies to circumvent the rule and
impose additional or unwarranted
requirements. In recognition of this
concern and to permit oversight. the
circular is revised to make it clear that
agencies will document the use of these
provisions.

Financial Status Reports (paragraph
7¢). A new section was added to require
use of the SF-269, Financial Status
Report-Long Form, or SF-269a, Financial
Status Report-Short Form. These forms
are a revision of the SF-269 previously
required under Circular A-102, with
changes based on a May 29, 1987
Federal Register Notice (discussed
above under “Standard Forms for
Applying for Federal Assistance"). Both
the short and long forms are simplified
to require a single column rather than 6-
column breakout of the status of funds
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The long ferm responds v
recommendations from the AO for a
form which pecmts reportiug matching
as well as the vanious uses of program
income The new paragraph 7«
expresses a longstanding. hut sustated,
prohibition against agencies using the
form to collect abject class expenditure
data (e.g., expenditures broken down by
personnel, travel. equipment, elc ).
Further it lumits collection of
expenditure detail by programs,
functions or activities within the
program or project, unless required by
statute or regulation.

Contracting with small and minority
firms, women s business enterprise and
labor surplus area firms (paragraph 7d).
A number of commenters expressed
concern that the proposed circular did
not contain policy language from the old
Circular A-102 which encouraged use of
small, minority women's and labor
surplus area firms. This was true
because all of the substantive
requirements from Attachment “O" in
the old A-102 for grantees to use such
firms when possible were proposed to
be codified in the June 9, 1988, 24-
agency, commen rule Unfortunately, in
the interest of streamlining the rule, the
prefatory sentence explaining that this
is national poelicy was dropped. To
remove any doubt that grantees are
encouraged to contract with such firms,
the opening sentence concerning small
and minonity business, as well as those
concerning women's enterprises and
labor surplus area firms have been
restored to the circular.

Program Income (paragraph 7e). A
number of State and local grantees were
concerned that agencies will only
sparingly permit the use of the addition
or matching share alternatives for use of
program income. On the other hand,
others such as the GAO supported the
circular, stating that there should be a
preference for deducting program
income from program costs since this
alternative will result in financial
savings to the Federal Government and
grantees. No change is made to the
proposed circular. In the event this
provision serves as a disincentive to
earning such income, § —.25(g) of the
common rule permits agencies to specify
another alternative (or combination of
allernatives) in program regulations or a
specific grant agreement.

Site visits and technical assistance
(paragraph 7f). Federal agencies
expressed concern that the proposal
would unduly restrict their ability to
travel to grantee project sites or offer
technical assistance. OMB proposed site
visits “only as warranted by program or
project needs" and restricted technical

assistance visits “only (1) in response to
requests from recipients, or (2) when
recipients are designated ‘high nsk.' "
The proposed approach represented a
departure from the original Circular A-
102 which “encouraged’ agencies to
travel and offer technical assistance.
Frequent travel and gratuilous techmical
assistance are no longer realistic given
the Federal budget deficit and they are
inconsistent with Federal deference to
States’ authority and competence under
Federalism. However to enable Federal
agencies to address genune program
needs, an additional justification for
technical assistance visits has been
added based on “demonstrated program
need.”

Property Management (paragraph 8a).
A number of commenters misinterpreted
the provisions of the closeout provisions
of the circular (as well as the property
sections of the common rule) dealing
with “federally owned property”. They
mistakenly concluded these provisions
covered all grant-acquired property and
equipment, not just that which is
Federally owned and provided. This is
not so because title to grant-acquired
property vests with the grantee, not the
Federal Government. The circular and
common rule have been changed to
make this distinction clear.

Another commenter suggested that
closeout review cover all non-
expendable personal property
purchased with grant funds where title
rests with the recipient. We do not
believe such a mandatory Federal
review of grant-acquired property is
warranted. The common rule contains
explicit instructions as to the grantee's
property records and calls for the
grantee to perform a physical inventory
at least once every two years.

Closeout (paragraph 8a.) One agency
expressed the opinion that Section 8a
requiring written notification to grantees
of required closeout documents may be
too staff intensive. The agency
recommended that published program
regulations detailing this requirement
should be sufficient, We agree. Since
closeout reports do not generally vary
significantly, a published program
regulation or standard notice can satisfy
the requirement.

[Circular No. A-102 (Revised)]

March 3, 1988.

To the Heads of Executive Departments and
Establishments

Subject: Grants and Cooperative Agreements
with State and Local Governments

1. Purpose. This Circular establishes
consistency and uniformity among
Federal agencies in the management of
grants and cooperative agreements with
State, local, and federally recognized

Indian tribal governments. This revision
supersedes Office of Management and
Budget (OMB) Circular No. A-102. dated
January 1981.

2. Authorrty This Circular is issued
under the authority of the Budget and
Accounting Act of 1921, as amended; the
Budget and Accounting Procedures Act
of 1950, as amended; Reorganization
Plan No. 2 of 1970; and Executive Order
11541 Also included in the Circular are
standards to ensure consistent
implementation of sections 202, 203, and
204 of the Intergovernmental
Cooperation Act of 1968, the Office of
Federal Procurement Policy Act
Amendments of 1983, and sections 6301—
08, title 31, United States Code.

3. Background. On March 12, 1987, the
President directed all affected agencies
to issue a grants management common
rule to adopt government-wide terms
and conditions for grants to State and
local governments. This revised Circular
provides guidance to Federal agencies
on business-like management of grant
programs and other matters not covered
in the common rule. The revision
replaces and rescinds Circular A-102,
dated January 1981, including
Attachments A-P,

4. Coverage, Consistent with their
legal obligations, all Federal agencies
administering programs that involve
grants and cooperative agreements with
State, local and Indian tribal
governments (grantees) shall follow the
policies in this Circular and issue a
common grants management rule
(common rule). If the enabling
legislation for a specific grant program
prescribes policies or requirements that
differ from those in this Circular, the
provisions of the enabling legislation
shall govern.

5. Deviations. The Office of
Management and Budget may grant
deviations from the requirements of this
Circular when permissible under
existing law. However, in the interest of
uniformity and consistency, deviations
will be permitted only in exceptional
circumstances.

6. Pre-Award Policies.

a. Use of grants and cooperative
agreements. Sections 6301-08, title 31,
United States Code govern the use of
grants, contracts and cooperative
agreements, A grant or cooperative
agreement shall be used only when the
principal purpose of a transaction is to
accomplish a public purpose of support
or stimulation autherized by Federal
statute. Contracts shall be used when
the principal purpose is acquisition of
property or services for the direct
benefit or use of the Federal
Government. The statutory criterion for
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choosing between grants and
cooperative agreements is that for the
latter, “substantial involvement is
expected between the executive agency
and the State, local government, or other
recipient when carrying out the activity
contemplated in the agreement."

b. Advance Public Notice and Priorily
Setting.

(1) Federal agencies shall provide the
public with an advance notice in the
Federal Register, or by other appropriate
means, of intended funding priorities for
discretionary assistance programs,
unless funding priorities are established
by Federal statute. These priorities shall
be approved by a policy level official.

(2) Whenever time permits, agencies
shall provide the public an opportunity
to comment on intended funding
priorities,

(3) All discretionary grant awards in
excess of $25,000 shall be reviewed for
consistency with agency priorities by a
policy level official.

c. Standard Forms for Applying for
Grants and Cooperative Agreements.

(1) Agencies shall use the following
standard application forms unless they
obtain OMB approval under the
Paperwork Reduction Act of 1980 (44
U.S.C. 35) and the 5 CFR Part 1320,
“Controlling Paperwork Burdens on the
Public":

* SF-424 Facesheet

¢ SF-424a Budget Information (Non-
Construction)

* SF-424b Budget Information
(Construction)

e SF-424¢ Standard Assurances (Non-
Construction)

* SF-424d Standard Assurances
(Construction)

When different or additional
information is needed to comply with
legislative requirements or to meet
specific program needs, agencies shall
also obtain prior OMB approval.

(2) A preapplication shall be used for
all construction, land acquisition and
land development projects or programs
when the need for Federal funding
exceeds $100,000, unless the Federal
agency determines that a preapplication
is not needed. A preapplication is used
to:

(a) Establish communication between
the agency and the applicant,

(b) Determine the applicant's
eligibility,

(¢) Determine how well the project
can compete with similar projects from
others, and

(d) Discourage any proposals that
have little or no chance for Federal
funding before applicants incur
significant costs in preparing detailed
applications.

(3) Agencies shall use the Budget
Information (Construction) and
Standard Assurances (Construction)
when the major purpose of the project or
program is construction, land
acquisition or land development.

(4) Agencies may specify how and
whether budgets shall be shown by
functions or activities within the
program or project,

(5) Agencies should generally include
a request for a program narrative
statement which is based on the
following instructions:

(a) Objectives and need for
assistance. Pinpoint any relevant
physical, economic, social, financial,
institutional, or other problems requiring
a solution. Demonstrate the need for the
assistance and state the principal and
subordinate objectives of the project.
Supporting documentation or other
testimonies from concerned interests
other than the applicant may be used.
Any relevant data based on planning
studies should be included or footnoted.

(b) Results or Benefits Expected.
Identify results and benefits to be
derived. For example, show how the
facility will be used. For land
acquisition or development projects,
explain how the project will benefit the
public.

(c) Approach. Outline a plan of action
pertaining to the scope and detail how
the proposed work will be accomplished
for each assistance program. Cite factors
which might accelerate or decelerate the
work and your reasons for taking this
approach as opposed to others. Describe
any unusual features of the project, such
as design or technological innovations,
reductions in cost or time, or
extraordinary social and community
involvements. Provide for each
assistance program quantitative
projections of the accomplishments to
be achieved, if possible. When
accomplishments cannot be quantified,
list the activities in chronological order
to show the schedule of
accomplishments and their target dates.
Identify the kinds of data to be collected
and maintained, and discuss the criteria
to be used to evaluate the results and
success of the project. Explain the
methodology that will be used to
determine if the needs identified and
discussed are being met and if the
results and benefits identified are being
achieved. List each organization,
cooperator, consultant, or other key
individuals who will work on the project
along with a short description of the
nature of their effort or contribution.

(d) Geographic Location. Give a
precise location of the project and area
to be served by the proposed project.

Maps or other graphic aids may be
attached.

(e) If applicable, provide the following
information: for research and
demonstration assistance requests,
present a biographical sketch of the
program director with the following
information: name, address, telephone
number, background, and other
qualifying experience for the project.
Also, list the name, training and
background for other key personnel
engaged in the project. Describe the
relationship between this project and
other work planned, anticipated, or
underway under Federal assistance.
Explain the reason for all requests for
supplemental assistance and justify the
need for additional funding. Discuss
accomplishments to date and list in
chronological order a schedule of
accomplishments, progress or
milestones anticipated with the new
funding request. If there have been
significant changes in the project
objectives, location, approach or iime
delays, explain and justify. For other
requests for changes, or amendments,
explain the reason for the change(s). If
the scope or objectives have changed or
an extension of time is necessary,
explain the circumstances and justify. If
the total budget has been exceeded or if
the individual budget items have
changes more than the prescribed limits,
explain and justify the change and its
effect on the project.

(6) Additional assurances shall not be
added to those contained on the
standard forms, unless specifically
required by statute.

d. Debarment and Suspension.
Federal agencies shall not award
assistance to applicants that are
debarred or suspended, or otherwise
excluded from or ineligible for
participation in Federal assistance
programs under Executive Order 12549.
Agencies shall establish procedures for
the effective use of the Consolidated List
of Debarred, Suspended, Voluntarily
Excluded and Ineligible Assistance
Participants to assure that they do not
award assistance to listed parties in
violation of the Executive Order.
Agencies shall also establish procedures
to provide for effective use and/or
dissemination of the list to assure that
their grantees and subgrantees
(including contractors) at any tier do not
make awards in violation of
implementing regulations.

e. Awards and Adjustments.

(1) Ordinarily awards shall be made
at least ten days prior to the beginning
of the grant period.

(2) Agencies shall notify grantees
immediately of any anticipated
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adjustments in the amount of an award.
This notice shall be provided as early as
possible in the funding period.
Reductions in funding shall apply only
lo periods after notice is provided.
Whenever an agency adjusts the amount
of an award, it shall also make an
appropriate adjustmen! to the amount of
any required maltching or cost sharing.

f. Carryover Balances. Agencies shall
be prepared to identify to OMB the
amounts of carryover balances (e.g., the
amounts of estimated, grantee
unobligated balances available for
carryover into subsequent grant
periods). This presentation shall detail
the fiscal and programmatic (level of
effort) impact in the following period.

8. Special Conditions or Restrictions.
Agencies may impose special condilions
or restrictions on awards to "high
risk"applicants/grantees in accordance
with § .12 of the common rule.
Agencies shall document use of the
“Exception” provisions of § __.6 and
“High-risk™ provisions of § _ .12 of the
common rule.

h. Waiver of Single State Agency
Requirements.

(1) Requests to agencies from the
Governors, or other duly constituted
State authorities, for waiver of "single"
State agency requirements in
accordance with section 6504, title 31,
United States Code, shall be given
expeditious handling and, whenever
possible, an affirmative response.

(2) When it is necessary to refuse a
request for waiver of *'single” State
agency requirements under section 204,
the Federal grantor agency shall advise
the Office of Management and Budget
prior to informing the State that the
request cannot be granted. The agency
shall indicate to OMB the reasons for
the denial of the request.

(3) Legislative proposals embracing
grant-in-aid programs shall avoid
inclusion of proposals for “single” State
agencies in the absence of compelling
reasons to do otherwise. In addition,
existing requirements in present grant-
in-aid programs shall be reviewed and
legislative proposals developed for the
removal of these restrictive provisions.

i. Patent Rights. Agencies shall use
the standard patent rights clause
specified in “Rights to Inventions made
by Nonprofit Organizations and Small
Business Firms™ (37 CFR Part 401), when
providing support for research and
development.

7. Post-award Policies.

a. Cash Manggement. Agency
methods and procedures for transferring

funds shall minimize the time elapsing
between the transfer to recipients of
grants and cooperative agreements and
the recipient’s need for the funds.

(1) Such transfers shall be made
consistent with program purpose.
applicable law and Treasury regulations
at 31 CFR Part 205.

(2) Where letters-of-credit are used to
provide funds, they shall be in the same
amount as the award.

b. Grantee Financial Management
Systems. In assessing the adequacy of
an applicant’s financial management
system, the awarding agency shall rely
on readily available sources of
information such as audit reports to the
maximum extent possible. If additional
information is necessary to assure
prudent management of agency funds, it
shall be obtained from the applicant or
from an on-site review.

c¢. Financial Status Reports.

(1) Federal agencies shall require
grantees to use the SF-269, Financial
Status Report-Long Form, or SF-269a.
Financial Status Report-Short Form, to
report the status of funds for all
nonconstruction projects or programs.
Federal agencies need not require the
Financial Status Report when the SF-
270, Request for Advance or
Reimbursement, or SF-272, Report of
Federal Cash Transactions, is
determined to provide adequate
information,

(2) Federal agencies shall not require
grantees to report on the status of funds
by object class category or expenditure
(e.g., personnel, travel, equipment).

(3) If reporting on the status of funds
by programs, functions or activities
within the project or program is required
by statute or regulation, Federal
agencies shall instruct grantees to use
block 12, Remarks, on the SF-269 or a
supplementary form approved by the
OMB under the Paperwork Reduction
Act of 1980.

(4) Federal agencies shall prescribe
whether the reporting shall be on a cash
or an accrual basis. If the Federal
agency requires accrual information and
the grantee's accounting records are not
normally kept on an accrual basis, the
grantee shall not be required to conveft
its accounting system but shall develop
such accrual information through an
analysis of the documentation on hand.

d. Contracting With Small and
Minority Firms, Women's Business
Enterprise and Labor Surplus Area
Firms. It is national policy to award a
fair share of contracts to small and
minority business firms. Grantees shall

take similar appropriate affirmative
action to support of women's enterprises
and are encouraged to procure goods
and services from labor surplus areas.

e. Progream Income.

(1) Agencies shall encourage grantees
to generate program income to help
defray program costs. However, Federal
agencies shall not permil grantees to use
grant-acquired equipment to compete
unfairly with the private sector.

(2) Federal agencies shall instruct
grantees to deduct program income from
total program costs as specified in the
common rule at § .25(g)(1]), unless
agency regulations or the terms of the
grant award state otherwise.
Authorization for recipients to follow
the other alternatives in § ___.25(g}(2)
and (3) shall be granted sparingly.

f. Site Visits and Technical
Assistance. Agencies shall conduct site
visits only as warranted by program or
project needs. Technical assistance site
visits shall be provided only (1) in
response to requests from grantees, (2)
based on demonstrated program need,
or (3) when recipients are designated
“high risk" under § 12 of the
common rule.

8. After-the-grant Policies.

a. Closeout. Federal agencies shall
notify grantees in writing before the end
of the grant period of final reports that
shall be due, the dates by which they
must be received, and where they must
be submitted. Copies of any required
forms and instructions for their
completion shall be included with this
notification. The Federal actions that
must precede closeout are:

(1) Receipt of all required reports,

(2) Disposition or recovery of
federally-owned assets (as distinct from
property acquired under the grant), and

(3) Adjustment of the award amount
and the amount of Federal cash paid the
recipient.

(b) Annual Reconciliation of
Continuing Assistance Awards. Federal
agengcies shall reconcile continuing
awards at least annually and evaluate
program performance and financial
reports.

Items to be reviewed include:

(1) A comparison of the recipient’s
work plan to its progress reports and
project outputs,

(2) the Financial Status Report (SF-
269),

(3) Request(s) for payment,

(4) Compliance with any matching,
level of effect or maintenance of effort
requirement, and
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(5) A review of federally-owned
property (as distinct from property
acquired under the grant).

9. Entitlements (Reserved)

10. Policy Review (Sunset). The
Circular will have a policy review three
years from the date of issuance,

11. Effective Date. The Circular is
effective on publication.

12. Inguiries. Further information
concerning this Circular may be
obtained from: Financial Management
Division, New Executive Office Building.
Room 10215, Office of Management and
Budget, Washington, DC 20503, (202]
395-3050.

james C. Miller 111,
Director.
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