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Workshop Content – Day One
Role of OMB in Grants Management

General Overview of the “Super Circular”

Cost Allowability Principles

Documentation Requirements Under Federal Awards

Concepts of Direct and Indirect Costs/Indirect Cost Allocation Plans

Local Match Requirements Under FTA Grants

Treatment of Contract Revenues Under FTA Grants
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Workshop Content – Day Two
Use of Contributions and Donations in Federal Awards

Program Income Under FTA Awards

The Chart of Accounts, Accounting Systems, and Internal Controls

Best Practices in Cash Management

Requirements of Auditees Under the Single Audit

Monitoring of Lower Tier Subrecipients

Questions and Answers
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♦ Material Available for Download

♦ Navigate Your 

Browser to:

www.rlsandassoc.com

♦ Click on Down/

Upload Button

Get the PowerPoint
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http://www.rlsandassoc.com/


♦ User Name: GDOTtransit

♦ Password: December2018

Get the PowerPoint
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♦ Where Can I Find a User Friendly Version of 
the Circular?

○ https://www.maximus.com/sites/default/files/M
AXIMUS_UG-Booklet_2-CFR-Part-
200_09.10.15.pdf

Question
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ROLE OF OMB IN GRANTS 
MANAGEMENT AND OVERVIEW OF 
SUPER CIRCULAR

Module 1



♦ Office of Management and Budget (OMB) 
○ Predominant Mission Is to Assist the President in 

Overseeing the Preparation of the Federal Budget 
and to Supervise Its Administration in Executive 
Branch Agencies

OMB Role
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♦ OMB Has Management Role in Federal Grants 

♦ Guidance in Three (3) Primary Areas

○ Cost Principles

○ Grant Management/Administrative Requirements

○ Audit

OMB Role
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Previous OMB Circulars

Area
Local & State 
Government

Education 
Institutions

Nonprofit 
Corporations

Cost Principles A-87 A-21 A-122

Administrative 
Requirements

A-102
(49 CFR § 18)

A-110
(49 CFR § 19)

A-110
(49 CFR § 19)

Audit A-133 A-133 A-133

13 of 255



♦ OMB Published New Guidance in the Federal 
Register (December 26, 2013)

♦ Consolidated ALL Previous Circulars In the 
Previous Slide Into One, So-Called “Super 
Circular”

OMB Initiative
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♦ “Administrative 
Requirements, Cost 
Principles, and Audit 
Requirements for 
Federal Awards”

○ Not Really a Circular

○ Codified at 2 CFR § 200

OMB Initiative
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Scope of OMB Circulars - 2015

Area
Local & State 
Government

Education 
Institutions

Nonprofit 

Corporations

Cost Principles

2 CFR § 200
Administrative 
Requirements

Audit
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♦ An Ad-Hoc Group, Known as the Council on 
Financial Assistance Reform (COFAR), 
Provided Substantial Guidance to the New 
Regulations

♦ Regulations Went Into Effect on December 26, 
2014

OMB Super Circular
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♦ Federal Agencies Had Six Months to Develop 
Draft Implementing Guidelines

♦ Most Published Guidance on December 19, 
2014

♦ USDOT Guidance

○ 49 CFR § 18/§ 19 Cancelled

○ Now Codified at 2 CFR § 1201
 About One Page

 Some Emphasis on Modal Administrations 

OMB Super Circular
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2 CFR §200 OVERVIEW

Module 2



♦ OMB

○ No New Requirements

○ Re-Organization, Re-Emphasis, and New 
Interpretation of Existing Guidance

♦ In Reality, a Number of Substantial Changes 
That All Grantees Must Be Aware

OMB Super Circular
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♦ Most Observers Believe This Represents the 
Most Substantial Change in Federal Grant 
Requirements Since the Late 1970s

♦ While OMB’s Technical Assessment of the 
Impact of the New Rules May Be Correct, 
New Emphasis on Many Topics Make This 
Rulemaking Significant for Any Grantee

OMB Super Circular
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♦ Impacts All Executive Branches of the Federal 
Government

♦ USDOT/FTA Included

♦ Estimated to Impact $500 Billion in Federal 
Grant Awards Annually

OMB Super Circular
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♦ Some Exceptions on the Coverage of the 
Super Circular

♦ Generally Programs Funded Under the 
Entitlement Programs of the Social Security 
Act Are Not Covered:

○ TANF

○ Medicaid

OMB Super Circular
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♦ Clarification of “Flow-Down” Requirements

○ Recipients

○ Subrecipients

○ Lower Tier Subrecipients

♦ Requirements Apply to Lower Tier “Pass-Through” 
Subrecipients and Lower Tier Subrecipients

♦ New Guidance Distinguishes Between Contractor vs. 
Subrecipient

General Provisions
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♦ Some Exceptions on the Coverage of the 
Super Circular

♦ Generally Programs Funded Under the 
Entitlement Programs of the Social Security 
Act Are Not Covered:

○ TANF

○ Medicaid

General Provisions
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♦ Supersession (2 CFR § 200.104)

○ As Noted in Previous Graphic, the Super Circular 
Replaces and Repeals Guidance in All Previous 
Cost, Grants Management, and Audit Circulars

General Provisions
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♦ Establishes Implementation Milestones

♦ More Transparency Through Public Notice of 
All Awards

General Provisions
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♦ Supremacy (2 CFR § 200.105)

○ For Federal Awards Subject to This Part, All 
Administrative Requirements, Program Manuals, 
Handbooks and Other Non-Regulatory Materials 
That Are Inconsistent With the Requirements of 
This Part Must Be Superseded Upon 
Implementation of This Part by the Federal 
Agency

 Except to the Extent They Are Required by Statute or 
Authorized by OMB

General Provisions
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♦ Effective Date (2 CFR § 200.110)

○ Federal Agencies Had Until June 26, 2014 to 
Respond to OMB

○ Effective Date of the Circular: December 26, 2014

♦ Key Considerations

○ Audit
 If Fiscal Year Began On or After December 26, 2014, Comply with 

the Super Circular

○ FTA Guidance
 If Grant Was Executed On or After December 26, 2014, Super 

Circular Applies

General Provisions
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♦ FTA Guidance on Effective Dates

○ The Common Rule

 If Your Grant Agreement Was Executed Before 
December 26, 2104

• Follow 49 CFR § 18 or 49 CFR § 19 Throughout Life of the 
Grant

 If Your Grant Agreements Was Executed After 
December 26, 2014

• Follow 49 CFR § 1201

• Follow 2 CFR § 200

General Provisions
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♦ Organization

○ Sub§ A – Acronyms and Definitions (200.01 –
200.99)

○ Sub§ B – General Provisions (200.100 – 200.113)

○ Sub§ C – Pre-Federal Award Requirements and 
Contents of Federal Awards (200.200 – 200.211)

Super Circular Organization
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♦ Organization

○ Sub§ D – Post Federal Award Requirements 
(200.300 – 200.345)

○ Sub§ E – Cost Principles (200.400 – 200.475)

○ Sub§ F – Audit Requirements (200.500 –
200.521)

○ Eleven Appendices

Super Circular Organization
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♦ Threshold for Single Audits Raised to 
$750,0000

♦ Indirect Cost Rates

○ Federal Agencies Must Accept Negotiated Indirect 
Cost Rates 

○ New Alternative Ten Percent “de minimis” Rate

Key Highlights
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♦ Internal Controls Burden Shifted From Audit 
to Grants Management Function

♦ Changes to Personnel Documentation

♦ New Standards for Conflict of Interest (COI)

♦ Emphasis on Performance Rather Than 
Compliance

Key Highlights
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♦ Standardization of Application and Award 
Data

♦ Other Changes That Have Previously Been 
Adopted by FTA

♦ In Some Instances, Grantees May Find the 
Regulation More Difficult to Comprehend

○ Combination, Exceptions, and Retention of 
Applicability

Key Highlights
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♦ Common Definitions to Be Employed Across 
All Federal Grants

○ Will Be Useful to Multi-Purpose Agencies and 
Entities That Receive Multiple Federal Awards to 
Support the Transit Program

Highlights – Subpart A
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♦ Definition of Equipment/Supplies 
Requirements

○ Uniform Adoption of $5,000 as Threshold for 
Supplies

○ Any Purchase Under This Threshold Can be 
Treated as a Supply, Not Equipment

 No Asset Management Requirements

Highlights – Subpart A
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♦ Definition of Equipment/Supplies 
Requirements

○ Computing Equipment Included in the Definition 
of Equipment/Supplies

○ This Includes Software

Highlights – Subpart A
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♦ Definition: Contractor vs. Vendor

♦ Vendor No Longer Used

○ While Term is Not Used, This Change Has Little 
Impact

○ Recommend that All Contracts, if Used, Refer to 
Contractor Rather than Vendor for Consistency

Highlights – Subpart A
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♦ Indian Tribal Governments Now Defined 
Separately From State Governments

Highlights – Subpart A
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♦ Clarification of “Flow-Down” Requirements

○ Recipients

○ Subrecipients

○ Lower Tier Subrecipients

♦ Requirements Apply to Lower Tier “Pass-Through” 
Subrecipients and Lower Tier Subrecipients

♦ New Guidance Distinguishes Between Contractor vs. 
Subrecipient

Highlights – Subpart B
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♦ Establishes Implementation Milestones

♦ More Transparency Through Public Notice of 
All Awards

Highlights – Subpart B
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♦ New Requirements for Federal Agency to 
Make Risk Assessment in Federal Awards

○ Financial Stability

○ Quality of Management Systems

○ History of Performance

○ Single Audit Results

○ Ability to Effectively Implement Statutory, 
Regulatory Requirements

Highlights – Subpart C
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♦ Establish and Maintain Effective Internal 
Control Over the Federal Award That Provides 
Reasonable Assurance That the Non-Federal 
Entity Is Managing the Federal Award In 
Compliance With Federal Statutes, 
Regulations, and the Terms and Conditions of 
the Federal Award

Highlights – Subpart D
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♦ Acceptance of Negotiated Indirect Cost Rates

○ When an Non-Federal Entity Has a Negotiated 
Rate With a Federal Entity, This Rate Must be 
Accepted by Other Federal Entities

♦ Rates May Cover a Multi-Year Period (e.g., 
Four Years)

Highlights – Subpart E
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♦ Rule Now Allow a de minimis Indirect Cost 
Rate of 10% of Modified Total Direct Costs 
(MTDC) To Those Non-Federal Entities Who 
Have Never Had a Negotiated Indirect Cost 
Rate

Highlights – Subpart E
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♦ de Minimis Indirect Cost Rate 

○ Eliminates a Potential Administrative Barrier to 
Receiving and Effectively Implementing Federal 
Financial Assistance 

○ No Further Documentation Required in 
Justification of the Indirect Cost Rate Proposal

Highlights – Subpart E
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♦ Single Audit Threshold

○ Now $750,000

○ Effective for Grant Agreements Executed Between 
FTA and Primary Recipient After December 14, 
2014

Highlights – Subpart F
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COST ALLOWABILITY PRINCIPLES

Module 3



♦ Fundamental Element in Any Transit System’s 
Financial Management Practices
○ Improve Accounting Efficiency

○ Reduce Delays in the Processing of Claims 

○ Reduce Audit Exceptions

○ Eliminate Instances Where the Project Must Pay 
Back the Federal Government Previously 
Reimbursed Amounts

○ Reduce Federal and State Scrutiny

Allowability – Goals
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♦ Allowability Standards (2 CFR § 200.403)
○ Necessary and Reasonable/Allocable

○ Conform to Any Limitations or Exclusions Set 
Forth in the Federal Cost Principles, Federal Laws, 
Terms and Conditions of the Federal Award

○ Be Consistent With Policies and Procedures That 
Apply Uniformly to Both Federal Awards and 
Other Activities of the Non-Federal Entity

Allowability – Basic Standards

51 of 255



♦ Allowability Standards (2 CFR § 200.403)
○ Be Accorded Consistent Treatment

○ Be Determined in Accordance With Generally 
Accepted Accounting Principles (GAAP)

○ Not Be Included As a Cost or Used to Meet Cost 
Sharing or Matching Requirements of Any Other 
Federal Award 

○ Must be Adequately Documented

Allowability – Basic Standards
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♦ Allowability Standards (2 CFR § 200.403)

○ Necessary and Reasonable

 Reasonable
• A Cost, in Its Nature and Amount, Does Not Exceed That 

Which Would Be Incurred by a Prudent Person Under the 
Circumstances 

• Considerations

» Generally Recognized as Ordinary Expense

» Sound Business Practice

» Consistent with Market Prices

» Use of Standard Procurement Practices

Allowability – Basic Standards
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♦ Allowability Standards (2 CFR § 200.403)

○ Necessary and Reasonable

 Necessary
• The Cost Claimed for a Good or Item Is Directly Related to the 

Administration, Operation, or Maintenance of a Public 
Transportation Program

• The Cost Claimed Is Consistent With an Expense Category in a 
Standardized Transportation Chart of Accounts and 
Corresponding Account Definitions

• The Type of Cost Is Incurred by Other Grantees

Allowability – Basic Standards
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♦ Allowability Standards (2 CFR § 200.403)

○ Allocable

 A Cost Is Allocable to a Particular Cost Objective If the 
Goods or Services Involved Are Chargeable or 
Assignable to That Cost Objective According to the 
Relative Benefits Received

 All Activities Which Benefit From the Governmental 
Unit's Indirect Costs, Including Unallowable Activities
and Services Donated to the Governmental Unit by 
Third Parties, Will Receive an Appropriate Allocation of 
Indirect Costs

Allowability – Basic Standards
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♦ Allowability Standards (2 CFR § 200.403)
○ Conform to Limitations

 2 CFR § 200.420 through 200.475
• Selected Items of Cost

» This List Defines What Can, and What Cannot, Be Charged to Federal 
Grant Awards

 Federal Transit Act

 FTA Program Circulars

 GDOT Limitations

Allowability – Basic Standards
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Standards - Detail

OMB – Uniform Guidance

FTA – Rules/Guidance

GDOT

Transit

Agency
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♦ Costs Must be Net of Applicable Credits
○ The Total Amount Eligible for Reimbursement 

Under a Federal Award:

Allowable Amount = (Direct Cost + Allocable Portion of 
Indirect Costs) – Applicable Credits

Composition of Costs
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♦ Allowability Standards (2 CFR § 200.403)
○ Consistent With Policies and Procedures That 

Apply Uniformly to Both Federal Awards and 
Other Activities of the Non-Federal Entity
 Consistent Grants Management 

 Policies Used for GDOT Must be Consistent with the 
Entity’s Policies for All Other Federal Grant Awards

Allowability Details
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♦ Allowability Standards (2 CFR § 200.403)
○ Consistent Treatment

 The Budgeting, Recording and Reporting of All Costs of 
a Particular Nature Must Be Done In the Same Manner 
Regardless of the Source of Funding (i.e., Federal or 
Non-Federal) Associated With a Project or Activity

Allowability Details
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♦ Allowability Standards (2 CFR § 200.403)
○ Determined in Accordance With Generally 

Accepted Accounting Principles (GAAP)

 These Are Standards and Guidelines Promulgated by 
the Financial Accounting Standards Board and the 
Governmental Accounting Standard Board, Depending 
Upon the Type of Organization Involved

 These Principles Direct How and When They Should 
Recognize Costs on Accounting Records and Financial 
Statements

Allowability Details
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♦ Allowability Standards (2 CFR § 200.403)
○ Cannot Be Included As a Cost or Used to Meet 

Cost Sharing or Matching Requirements of Any 
Other Federal Award
 Any Cost Allocable To a Particular Contract, Award, or 

Other Cost Objective Under These Principles May Not 
Be Shifted to Other (Federal/State) Contracts to 
Overcome Funding Deficiencies, or to Avoid 
Restrictions Imposed By Law, or By the Terms of the 
Contract

 No “Double Dipping”

Allowability Details
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♦ Exceptions
○ Some Exceptions to this Standard Under Federal 

Transit Law
 Permits Revenues Earned from a Purchase of Service 

Contract with  a Human Service Agency, Even if 
Derived from Another Federal Program, May be Used 
as Match to Several FTA Grant Programs

 Some Other Federal Programs (Most Notably 
Community Development Block Grants) That Have 
Specific Statutory Authority

○ Note: USDOT Funds Cannot be Used to Match 
Other USDOT Grants

Allowability Details
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♦ Must Be Adequately Documented
○ FTA Programs are Cost Reimbursement

 Subrecipient Must Incur the Cost Before Seeking 
Reimbursement

○ Super Circular Lacks Specific Guidance, Except for 
Personnel

♦ AASHTO/MTAP Prepared a Guide in 2004 Regarding 
Illustrative Documentation for Most Transit 
Expenses

Allowability Details
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♦ Advertising
○ Confusion in Allowability

 2 CFR §200 Generally Disallows Advertising as an 
Allowable Cost Under Federal Grant Awards (see 2 CFR 
200.421)

 Except For:
• Recruitment of Personnel

• Procurement Advertisement

• Equipment Disposal

 Some Transit Agencies (or Their Governmental Unit 
CFOs), Do Not Claim Advertising in their FTA Grants

Selected Items of Cost
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♦ Confusion in Allowability
○ Transit Advertising is an Allowable Expense Under 

FTA Grant Awards

○ FAST Act Further Clarified that Revenues Derived 
from the Sale of Advertising May be Used as Local 
Match

Selected Items of Cost
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♦ Advisory Councils
○ Unallowable

○ Exception – Unless Required by Statute
 Examples

• State RTAP Advisory Committee

• ADA Advisory Committee

Selected Items of Cost
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♦ Audit Costs
○ Allowable

 Provided the Audit is Consistent with Single Audit Act 
Requirements

 Audit Costs Must be Allocable

• Transit Pays Its Pro-Rata Share

 Pass-through Entities May Charge Federal Awards for the Cost of 
Agreed-Upon Procedures Engagements to Monitor Subrecipients

○ Unallowable Audit Costs
 Audits Not Required Under Single Audit Act

○ Agencies that Do Not Require Single Audit May 
Include Audits of Financial Statements in Indirect 
Cost Pools

Selected Items of Cost
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♦ Bad Debt
○ Bad Debts (Debts Which Have Been Determined to be 

Uncollectable) Arising From Uncollectable Accounts and 
Other Claims, Are Unallowable

○ Related Collection Costs, and Related Legal Costs, Arising 
From Such Debts After They Have Been Determined to be 
Uncollectable, Are Also Unallowable

○ Note: Collection of Overpayments (Different Situation) 
Are Allowable

Selected Items of Cost
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♦ Personnel Compensation
○ Allowable, With Limitations

 Reasonable for the Services Rendered

 Conforms to the Established Written Policy of the Non-
Federal Entity 

 Consistently Applied to Both Federal and Non-Federal 
Activities

 The Allowable Compensation for Contractors’ 
Employees Is Subject to a Ceiling in Accordance With 
Statute

Selected Items of Cost
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♦ Personnel Compensation
○ Allowable, With Limitations

 Incentive Compensation
• Consistent with Provision That Overall Compensation Is 

Determined To Be Reasonable and Such Costs are Paid 
or Accrued Pursuant to an Agreement Entered Into in 
Good Faith Between the Non-Federal Entity and the 
Employees Before the Services Were Rendered

Selected Items of Cost
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♦ Personnel Compensation
○ Allowable, With Limitations

 Special Provisions for Nonprofits
• Unlike Public Entities (Where the General Costs of 

Government are Unallowable), the Following May be 
Allowable:

» Compensation for the Organization’s Trustees, 
Directors, etc. is Allowable to the Extent That:

• Compensation is Reasonable for the Actual 
Personal Services Rendered

Selected Items of Cost
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♦ Personnel Compensation
○ Must be Properly Documented!

○ Special Documentation Requirements for 
Individuals That Work Other Than Exclusively for 
Transit

Selected Items of Cost
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♦ Fringe Benefits
○ Allowable, With Limitations

 The Costs of Leave (Vacation, Family-Related, 
Sick or Military), Employee Insurance, 
Pensions, and Unemployment Benefit Plans 

 Provided That the Benefits are Reasonable and 
are Required by Law, Non-Federal Entity 
Employee Agreement, or an Established Policy 
of the Non-Federal Entity

Selected Items of Cost
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♦ Depreciation
○ Allowable on Necessary Assets Without a Federal 

Interest

○ Depreciation Excludes:
 Cost of Land

 Any Portion of the Cost of Buildings and Equipment 
Borne by or Donated by the Federal Government, 
Irrespective of Where Title Was Originally Vested or 
Where It Is Presently Located

Selected Items of Cost
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♦ Memberships, Subscriptions, and Professional 
Activity
○ Allowable

 Membership in Business, Technical, and Professional 
Organizations are Allowable

 Costs of Membership in Any Civic or Community 
Organization Are Allowable With Prior Approval by the 
Federal Awarding Agency or Pass-Through Entity

○ Unallowable
 Costs of Membership In any Country Club or Social or 

Dining Club or Organization Are Unallowable

Selected Items of Cost
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♦ Travel
○ Allowable

 Expenses For Transportation, Lodging, Subsistence, 
and Related Items Incurred by Employees Who are in 
Travel Status on Official Business of the Non-Federal 
Entity

 Options
• Actual Cost Basis

• Per Diem or Mileage Basis in Lieu of Actual Costs 
Incurred

• Combination of the Two

 In Accordance with Non-Federal Entity’s Written Travel 
Reimbursement Policies

Selected Items of Cost
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♦ Unallowable
○ Entertainment

○ Alcohol

○ Fines & Penalties

○ Fundraising

○ General Costs of Government

○ Goods/Services for Personnel Use

○ Lobbying

○ Losses on Other Contracts/Grant Awards

Selected Items of Cost
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♦ Let’s Take a Few Minutes to Do a Group 
Exercise

♦ Look at the Costs Incurred by a Transit Agency 
and Indicate Whether or Not the Following 
Accounting Transactions are Allowable Under 
Federal Cost Principles

Class Exercise #1
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Class Exercise #1
Cost Item Allowable? Unallowable?

Fuel used for revenue transit vehicles

Salary of agency receptionist who also fields overflow 
telephone calls to the transit system

Salary of the agency Executive Director

Creation, printing, and distribution of a general agency 
brochure that does not specifically mention any of the 
agency's services

Federal and state taxes paid on fuel

Account receivable from human service agency written 
off as bad debt

Flowers purchased as table centerpieces at the annual 
transportation banquet

Agency paid retirement contribution for the Director

Lobbying costs to representation the agency's interest in 
the transportation re- authorization bill before Congress

Dry cleaning/laundry expenses for driver uniforms
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Class Exercise #1 Answers
Cost Item Answer

Fuel used for revenue transit vehicles Fuel is not specifically listed in 2 CFR § 200.400 et 
seq., “General Provisions for Selected Items of 
Cost.” However, fuel would be deemed as 
“necessary” in order to carry out the Federal grant. 
In this case, FTA Circular 9040.1G specifically notes 
the allowability of fuel as a grant (operating) 
expense.

Salary of agency receptionist who also 
fields overflow telephone calls to the 
transit system

2 CFR § 200.430 states that the costs associated for 
compensation of employees are allowable to the 
extent that they satisfy specific documentation 
requirements, and that the total compensation for 
individual employees: is reasonable for the services 
rendered; conforms to the established written 
policy of the non‐Federal entity; and is consistently 
applied to both Federal and non‐Federal activities. 
Typically, this cost would be classified as an indirect 
expense.



Class Exercise #1 Answers
Cost Item Answer

Salary of the agency Executive Director 2 CFR § 200.430 states that the costs associated for 
compensation of employees are allowable to the 
extent that they satisfy specific documentation 
requirements, and that the total compensation for
individual employees: is reasonable for the services 
rendered; conforms to the established written 
policy of the non‐Federal entity; and is consistently 
applied to both Federal and non‐Federal activities.
Typically, this cost would be classified as an indirect 
expense.

Creation, printing, and distribution of a 
general agency brochure that does
not specifically mention any of the
agency's services

2 CFR § 200.421 limits what are eligible under the 
category of advertising and public relations. One 
permitted advertising costs is “Program outreach 
and other specific purposes necessary to meet the 
requirements of the Federal award.” Additionally, 2 
CFR § 200.42(e)(4) excludes the “costs of 
advertising and public relations designed solely to 
promote the non‐Federal entity” as an allowable 
expense.
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Class Exercise #1 Answers
Cost Item Answer

Federal and state taxes paid on fuel 2 CFR § 200.472(a)(2) states that gasoline taxes, 
motor vehicle fees, and other taxes that are in 
effect user fees for benefits provided to the
Federal government are allowable.

Account receivable from human service
agency written off as bad debt

2 CFR 200.426 states that bad debts (debts which 
have been determined to be uncollectable), 
including losses (whether actual or estimated)
arising from uncollectable accounts and other 
claims, are unallowable.

Flowers purchased as table centerpieces 
at the annual transportation banquet

Sometimes a determination of allowability may be 
subjective. 2 CFR § 200.403(a) requires that a cost 
be necessary and reasonable for the performance 
of the Federal award and be allocable thereto 
under these principles



Class Exercise #1 Answers
Cost Item Answer

Agency paid retirement contribution for 
the Director

Fringe benefits include, but are not limited to, the 
costs of leave (vacation, family-related, sick or 
military), employee insurance, pensions, and 
unemployment benefit plans. Except as provided 
elsewhere in these principles, the costs of fringe 
benefits are allowable provided that the benefits 
are reasonable and are required by law, non-
Federal entity employee agreement, or an 
established policy of the non-Federal entity (2 CFR 
§ 200.431(a)).

Lobbying costs to representation the 
agency's interest in the transportation re-
authorization bill before Congress

The cost of certain influencing activities associated 
with obtaining grants, contracts, cooperative 
agreements, or loans is an unallowable cost (2 CFR 
§ 200.450(a). For nonprofit organizations, attempts 
to influence the outcomes of any Federal, state, or 
local election, referendum, initiative, or similar 
procedure, through in-kind or cash contributions, 
endorsements, publicity, or similar activity, are 
unallowable (2 CFR § 200.450(c)(1)).
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Class Exercise #1 Answers
Cost Item Answer

Dry cleaning/laundry expenses for driver 
uniforms

Neither the Super Circular nor FTA specifically 
addresses dry cleaning or laundry expenses. 
However, in one provision, OMB states that 
“necessary and reasonable expenses incurred for 
routine and security to protect facilities, personnel, 
and work products are allowable. Such costs 
include, but are not limited to, wages and uniforms 
of personnel engaged in security activities” is an 
allowable expense. One can conclude that using 
uniforms as a way to distinguish transit personnel, 
e.g., bus operators, would be similarly allowable 
(see 2 CFR § 200.457).



DOCUMENTATION REQUIREMENTS

Module 4



♦ Super Circular

○ Less Emphasis on Documentation Requirements

○ More Reliance on Non-Federal Entity Systems and 
Performance

○ However, ALL Cost Must be Adequately 
Documented

 Failure to Maintain Documentation Should Result in 
the Cost Being Disallowed

Documentation of Costs
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♦ Documentation For Most Expenses Incurred 
Consists of Contemporaneous Vendor 
Receipts and Corresponding Evidence That 
the Vendor Has Been Paid

○ Receipts

○ Contracts

○ Leases

○ Vendor Invoices 

Documentation Requirements
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♦ Some Changes to Personnel Documentation

○ Salaries and Wages Must Be Supported By a 
System of Internal Control Which Provides 
Reasonable Assurance That The Charges Are 
Accurate, Allowable, and Properly Allocated

○ Be Incorporated Into the Official Records of the 
Non-Federal Entity

Documentation Requirements
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♦ Two Circumstances to Consider

○ Situation Two:

 Individual Works On:
• More Than One Federal Award

• A Federal Award and Non-Federal Award

• An Indirect Cost Activity and a Direct Cost Activity

• Two or More Indirect Activities Which Are Allocated Using 
Different Allocation Bases

• An Unallowable Activity and a Direct or Indirect Cost Activity

 When Any of the Above Scenarios Apply, Special Documentation 
Must be Maintained

Documentation Requirements
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♦ Some Changes to Personnel Documentation

○ Reasonably Reflect The Total Activity For Which 
the Employee Is Compensated by the Non-Federal 
Entity, Not Exceeding 100% of Compensated 
Activities

○ In Other Words, the Individual Must Keep 
Documentation That Reflects:

 What the Individual Did All 8 Hours of the Day

 All 40 Hours of the Week

 Records Must Correspond to Pay Periods

Documentation Requirements
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♦ Applies Regardless of Whether the Individual 
is Salaried or Paid by the Hour

♦ Billing Time Based on Estimates or a Time 
Study Sample is NOT Permitted

○ Budget Estimates (i.e., Estimates Determined 
Before the Services are Performed) Alone Do Not 
Qualify as Support for Charges to Federal Awards, 
But May Be Used For Interim  Accounting 
Purposes (Grant Application Budgets)

Documentation Requirements
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♦ Personnel
○ Substitute Processes or Systems For Allocating 

Salaries and Wages To Federal Awards May Be 
Used In Place of, or In Addition To, the 
Requirements Noted in the Previous Slide

○ However, These Alternative System Must
 Be Approved By The Cognizant Agency For Indirect 

Cost

 Such Systems May Include
• Random Moment Sampling

• “Rolling” Time Studies

• Case Counts

Allowability Details
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DIRECT AND INDIRECT COSTS

Module 5



♦ There Is No Universal Rule For Classifying 
Certain Costs as Either Direct or Indirect 
(F&A) Under Every Accounting System

♦ Each Item of Cost Incurred For the Same 
Purpose Be Treated Consistently In Like 
Circumstances Either as a Direct or An Indirect 
(F&A) Cost In Order To Avoid Possible Double-
Charging of Federal Awards

Principle
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♦ Those Expenses Incurred by the Grantee That 
Are Directly Related and Strictly Benefit Only
the Public Transportation Program

Direct Costs
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♦ Generic Examples:

○ Compensation of Employees for the Time 
Devoted and Identified Specifically to the 
Performance of the Grant

○ Cost of Materials Acquired, Consumed, or 
Expended Specifically for the Purpose of 
Providing Public Transit Service

○ Equipment and Other Approved Capital 
Expenditures Travel Expenses Incurred 
Specifically to Carry Out the Award

Direct Costs
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♦ Transit Examples:
○ Operator's Salaries & Wages

○ Dispatcher's Salaries & Wages

○ Contract Vehicle Maintenance

○ Fuel & Lubricants Consumed

○ Tires and Tubes Consumed

○ Purchased Transportation

Direct Costs
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♦ Classification of Direct Salaries May Present 
Challenges

○ Must Be Based on Actual, After-the-Fact 
Determinations

 Specific Activity Performed/Benefitting Unit of 
Government

• Transit – Direct Cost

• Multiple Units (Transit and Others) – Indirect Cost

♦ Budget Estimates Should Not Be Used

Direct Costs
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♦ Difficult Classification of Direct Costs

○ Minor Items Normally Considered Direct Costs 
May be Treated as Indirect Costs

 Accounting Treatment is Consistent Among All Federal 
Grant Programs

Direct Costs

100 of 255



♦ Indirect Costs Are Those That Have Been 
Incurred For Common or Joint Purposes

♦ These Costs Benefit More Than One Cost 
Objective and Cannot Be Readily Identified 
With a Particular Final Cost Objective Without 
Effort Disproportionate To the Results 
Achieved

Indirect Costs (F&A)
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♦ New Concepts

○ Indirect Costs are Now Referred to as Indirect 
(F&A) Costs

 F = Facilities

 A = Administration

○ Separate Designation

 Cognizant Agency for Audit

 Cognizant Agency for Indirect Costs

 May Not Be the Same Agency

Indirect Costs (F&A)
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♦ Facilities and Administration

○ Indirect Costs Must Be Pooled in These Two 
Categories for Institutions of Higher Education 
(IHEs) and Major Nonprofits

○ Not Required for State and Local Governments, 
Indian Tribal Organizations

 May Use Own Indirect Cost Pools

Indirect Costs (F&A)
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♦ A Cost May Not Be Allocated To a Federal 
Award As An Indirect Cost If Any Other Cost 
Incurred For the Same Purpose, In Like 
Circumstances, Has Been Assigned To a 
Federal Award As A Direct Cost

Indirect Costs (F&A)
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♦ Facilities and Administration

○ Range of Circumstances at the Local Level Means 
that Federal Agencies Cannot Provide Prescriptive 
Guidance on What Costs Constitute Direct vs. 
Indirect

Indirect Costs (F&A)
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♦ Facilities and Administration

○ Examples

 Certain Central Service Costs

 General Administration of the Organization

 Accounting and Personnel Services Performed Within 
the Organization the Delivers Public Transit Services 

 Costs of Operating and Maintaining Shared Facilities

Indirect Costs (F&A)
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♦ Accounting Systems Must Account For 
Unallowable Costs in Same Manner as Direct 
and Indirect Costs and Be Classified 
Accordingly

♦ Generally, Unallowable Labor Costs Must 
Allocated a Pro-Rata Share of Indirect Costs 
(F&A)

Unallowable Costs
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♦ Allowable, to the Extent the Charges Conform 
to an Approved Indirect Cost Rate

♦ Indirect Costs Are Normally Charged to 
Federal Awards By the Use of An Indirect Cost 
Rate

♦ A Separate Indirect Cost Rate(s) Is Usually 
Necessary For Each Department or Agency of 
the Governmental Unit Claiming Indirect 
Costs Under Federal Awards

Allowability of Indirect Costs
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♦ How Can We Tell if We Need An Indirect Cost 
Allocation Plan?  If a Transit System Incurs 
Costs That Are:
○ Accumulated in the Accounts of Another 

Department or Division of the Organization

….Likely that an Indirect Cost Plan is Required

Indirect Costs
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♦ Will All Transit Agencies Incur Indirect Costs?

○ No

 Independent Transit Authorities

 Other Units That Do Not Rely on Central Services

Allowability of Indirect Costs
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♦ Group Exercise #2 – On the Provided Sheet, 
Indicate Whether or Not the Following 
Accounting Transactions are Likely to be a 
Direct Cost or an Indirect Cost

Exercise #2
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Class Exercise #2
Cost Item Direct? Indirect?

Fuel used for revenue transit vehicles

Salary of agency receptionist who also fields overflow 
telephone calls to the transit system

Salary of the agency Executive Director

Agency facility rent - administrative facilities

Federal and state taxes paid on fuel

Agency telephone expenses

Corporate liability insurance premiums

Agency paid retirement contribution for the Director

Transit revenue vehicles physical damage insurance 
coverage premiums.

Dry cleaning/laundry expenses for driver uniforms



Class Exercise #2 Answers
Cost Item Direct? Indirect?

Fuel used for revenue transit vehicles

Salary of agency receptionist who also fields overflow 
telephone calls to the transit system

Salary of the agency Executive Director

Agency facility rent - administrative facilities

Federal and state taxes paid on fuel

Agency telephone expenses

Corporate liability insurance premiums

Agency paid retirement contribution for the Director

Transit revenue vehicles physical damage insurance 
coverage premiums.

Dry cleaning/laundry expenses for driver uniforms

 

 

 

 

 

  

 

 

 

 



♦ An Indirect Cost Rate Is a Device For 
Determining In a Reasonable Manner the 
Proportion of Indirect Costs Each Program 
Should Bear

♦ Usually Expressed as a Ratio of Indirect Costs 
To a Direct Cost Base

Indirect Costs
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♦ Definition

○ The Documentation Prepared By a Governmental 
Unit, Subdivision Thereof, or Nonprofit 
Organization To Substantiate Its Request for the  
Establishment of an Indirect Cost Rate

Indirect Cost Rate Proposal
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♦ This Section Will Address Preparation of the 
Requisite Documentation Necessary to 
Submit to the Cognizant Agency For Indirect 
Cost

Indirect Cost Rate Proposal
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♦ Practical Issues Confronting Non-Federal 
Entities
○ Transit May Be One of the Only Department, Program, or 

Activity of the Local Governmental Unit Able to Seek 
Reimbursement of Indirect Costs
 Local Government Management May Not Embrace the 

Costs/Benefits of Preparing an Indirect Cost Rate Proposal

○ Grant Funds Are Capped
 Entity Can Draw Down All Allocated Funds With Direct Costs

 What is the Point?

Indirect Cost Rate Proposal
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♦ It is Critical for Management to Understand 
the Fully Allocated Cost of Service Provision

♦ Many Reasons Why Such Information is 
Absolutely Critical To Transit Management
○ Assess Performance

○ Measure Progress Toward the Achievement of Goals and 
Objectives

○ Consider Actions Which May Change the Course of Future 
Events

○ Modify Policies, Procedures, and Processes

Indirect Cost Rate Proposal
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♦ Simplified Method

♦ Multiple Allocation Base Method

♦ Special Indirect Cost Rates

♦ New, de minimis Rate
○ For Entities That Have Never Sought An Indirect Cost Rate 

with the Federal Government,  a New Process is Permitted
 An Automatic Ten Percent Rate May Be Used

• No Indirect Cost Rate Proposal is Required

Methods 
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♦ Where a Governmental Unit Has Only One Major 
Function, or Where All Its Major Functions Benefit 
From The Indirect Costs To Approximately The Same 
Degree, the Allocation of Indirect Costs and the 
Computation of An Indirect Cost Rate May Be 
Accomplished Through Simplified Allocation 
Procedures

♦ This Method Works For Smaller Units Quite Well

Simplified Methods 
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♦ Both the Direct Costs and the Indirect Costs 
Must Exclude Capital Expenditures and 
Unallowable Costs

♦ Unallowable Costs Must Be Included in the 
Direct Costs if They Represent Activities 
Which Indirect Costs Are Properly Allocable

Simplified Methods 
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♦ Distribution Base Options

○ Modified Total Direct Costs (MTDC)

 Excludes Capital Expenditures and Other Distorting 
Items,  Such As Pass-through Funds, Subcontracts In 
Excess of $25,000, Participant Support Costs, etc. 

○ Direct Salaries and Wages (S&W)

○ Another Base Which Results In an Equitable 
Distribution

♦ Usually, the First Two Methods are Used

Simplified Methods 
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♦ Where a Non-Federal Entity's Indirect Costs 
Benefit Its Major Functions in Varying 
Degrees, Such Costs Must Be Accumulated 
Into Separate Cost Groupings. Each Grouping 
Must Then Be Allocated Individually To 
Benefitted Functions By Means of a Base 
Which Best Measures the Relative Benefits

♦ This Method Usually Appropriate for Larger, 
More Complex, Public Entities

Multiple Allocation Methods
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♦ Indirect Cost Rate Proposals (ICRP)Need Not 
Be Complex

♦ Generally Derived on Existing Data

1. Computation of Rate

 Subsidiary Worksheets

 Other Relevant Data

Documentation in ICRP
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♦ Documentation Required

2. Cross-Reference of Rate Computations to 
Financial Data

• Comprehensive Annual Financial Report (CAFR)

• Audit

• Other Financial Data

• Financial Data is Typically Audited Data

• If Unaudited Data is Used, Adjustments Will Be 
Required in a Subsequent Proposal

Documentation in ICRP
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♦ Documentation Required

3. Direct Base Costs Incurred in Federal Grant 
Awards

• Schedule Must Distinguish Between Salaries & Wages (S&W) 
and Other Direct Costs

4. Organizational Chart

 Also Include a Narrative Description of the Functional 
Responsibilities of all Units that Comprise the 
Governmental Unit

• One-Time Submission Unless Organizational Structure 
Changes

Documentation in ICRP
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♦ Documentation Required

5. Required Certification

• Every Submittal Must Contain a Certification that is 
a Verbatim Recital of the “Certificate of Indirect 
Costs” Found in Appendix VII to 2 CFR § 200

Documentation in ICRP
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♦ Submission Should be Made to the Cognizant 
Agency for Indirect Costs

○ This is the Entity Responsible for the Following in 
Indirect Cost Rate Proposals:

 Review

 Negotiation

 Approval

Submission
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♦ Public Entities That Receive More Than 
$35,000,000 Must Submit Its Indirect Cost Rate 
Proposal to the Cognizant Agency for Indirect 
Costs

♦ Other Public Entities Develop Indirect Cost Rate 
Proposals, Use the Rates, and Maintain All 
Proposal Documentation On File

○ Submit Upon Request

Cognizant Agency for Indirect Costs

129 of 255



♦ KEY Element For Pass-Through Entity and 
Subrecipients

○ Where a Non-federal Entity Only Receives Funds 
As a Subrecipient, the Pass-through Entity Will Be 
Responsible For Negotiating and/or Monitoring 
the Subrecipient's Indirect Costs

 GDOT = Pass-Through Entity

 Your Organization = Subrecipient

Cognizant Agency for Indirect Costs
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♦ Upon Approval, the Rate is Typically Applied 
for a One-Year Period Coinciding to the 
Entity’s Fiscal Year

♦ The New Super Circular Provides New 
Authority That Enables Indirect Cost Rates to 
Be Applied for Longer Than One Year

Implementation
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♦ Any Non-Federal Entity That Has a Federally 
Negotiated Indirect Cost Rate May Apply For 
a One-Time Extension of a Current Negotiated 
Indirect Cost Rates For a Period of Up To Four 
Years

Implementation
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♦ Evaluate Your Current Chart of Accounts

○ Use of a Standardized Chart of Accounts Is 
Essential to Indirect Cost Allocation

○ Modify or Expand the Chart of Accounts to Meet 
Needs
 Ensure that Salaries and Wages are Captured Separately From 

Other Expenses

 Ensure that Funds/Programs/Activities in Your Accounting 
Software Are Sufficiently Robust to Segregate, Accumulate, and 
Allocate Direct Expenses to the Benefitting Activity

 Accumulate Unallowable Expenses Separate

ICRP Preparation
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♦ Technical Guidance
○ The Best Guidance, and the Document Most 

Recommended, Remains a Publication Produced by the 
U.S. Department of Health and Human Services Almost 
Two Decades Ago

○ Still Widely Available for Download at:

https://rates.psc.gov/fms/dca/ASMBc-10.pdf

ICRP Preparation
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ICRP Preparation
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♦ Tasks

○ Prepare Schedules

 Direct Expenses

 Indirect Expenses

 Identify Items That Must be Excluded from the 
Computations

 Identify Unallowable Expenses

○ Determine Basis for Distribution

○ Compute Indirect Cost Rate(s)

ICRP Preparation
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♦ Rely on Audit Data

○ The Audit Report Will Likely Contain Summary 
Schedules

○ For ICRP, You Will Need the Detailed Subsidiary 
Worksheets

ICRP Preparation
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♦ Need a Department Financial Statement That 
Describes All Activities of the Subject 
Governmental Unit

♦ Will Need to Distinguish

○ Salaries and Wages

○ Fringe Benefits

○ Other Direct Costs

○ Capital and Other Pass-Through Funds

○ Unallowable Expenses

ICRP Preparation
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ICRP Preparation – Audit Schedule
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ICRP Preparation
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ICRP Preparation – Audit Schedule
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♦ Final Rate

♦ Fixed Rate

♦ Predetermined Rate

♦ Provisional Rate

Types of Rates
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♦ Compile All Work as Discussed Previously in Your 
Indirect Cost Rate Proposal

ICRP Preparation
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ICRP Preparation

Derived from Financial 
Statements

Unallowable Expenses 

Derived from Financial 
Statements

Direct Expenses

CAFR, Annual Audit, Other Financial Data

Total Expenses - NFE

Derived from Financial 
Statements

Indirect Expenses

Through Funds Not 
Processed by the NFE

Exclusions

1

Modified Total Direct Costs 
(MTDC)

Option

Salaries & Wages

Option

2
Distribution Basis

Final, Fixed, Pre-Determined, 
Provisional

Indirect Cost Rate

Compute Indirect Cost Rate

3

Current for the Period in 
Which the ICRP Applies

Organization Chart

Rates Computations, 
Subsidiary Worksheets, & 

Central Services Cost 
Allocation Plan

Rates Proposed

CAFR, Audit, Budget, etc. 
used in computing the rate

Financial Data

Direct Salaries & Wages and 
Other Direct Costs Under 

Federal Awards

Direct Cost Base

4

Description of Functions of 
the Respective Program/

Departments

Function Narrative

Signed Certification
(from 2 CFR part 200)

NFE Certification

Preparation of Indirect Cost Rate Proposal
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ICRP Preparation
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ICRP Preparation
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ICRP Preparation
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ICRP Preparation
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♦ Indirect Cost Allocation Rates are Used In 
Each Billing Period

♦ In Our Example, an Indirect Cost Rate Using 
Modified Total Direct Cost (MTDC) Was 
Developed

♦ During Each Billing Period, The Subrecipient 
Will Accumulate Eligible Expenses 

Transit Example
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♦ Eligible Expenses

○ Modified Total Direct Costs

 Eliminate Capital

 Eliminate Pass-Through Funds

 Eliminated Distorting Items

○ Multiply Modified Total Direct Costs by the 
Approved Indirect Cost Rate

○ Claim the Result in the Indirect Costs Line Item of 
the Requisition Form

Transit Example
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♦ Important Note

○ While Indirect Costs are Supported by the 
Approved Indirect Cost Rate, Documentation and 
Allowability Standards are the Same for Indirect 
Costs as They are For Direct Costs

Transit Example
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♦ Negotiated Rates with Pass-Through State 
Agency

○ If the Lower Tier Subrecipient Already Has a 
Negotiated Rate with the Federal Government, 
the Pass-Through Agency Must Accept That Rate 

ICRs and Pass-Through Relationships
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♦ Prior Indirect Costs Paid by a State Pass-
Through State Agency

○ If the Lower Tier Subrecipient Has Previously Had 
Arrangements with a State Pass-Through Agency 
on the Payment of Indirect Costs, the Lower Tier 
Entity is Not Eligible to Use the de minimis Rate

 The Pass-Through Agency Should Continue To 
Negotiate and Award Indirect Costs to that 
Subrecipient In Accordance With Prior Practice

ICRs and Pass-Through Relationships
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♦ Pass-Through Arrangements from Multiple 
State Agencies

○ Each State Agency May Negotiate Independent 
Rates with the Lower Tier Subrecipient

○ Example

 An NFE Has a Rate with the Georgia Department of 
Human Services and this Entity Receives a Section 
5311 Grant

• GDOT May Either

» Accept DHS Rate

» Negotiate Own Rate

ICRs and Pass-Through Relationships
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♦ In This Scenario, The Lower Tire Subrecipient 
Could Not Negotiate a Rate with ODHS and 
Then Ask GDOT to Use de minimis Rate

ICRs and Pass-Through Relationships
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♦ No ICRP Required

♦ The Entity (Either Public or Nonprofit) May 
Utilize the de minimis Rate, With One 
Condition
○ The Non-Federal Entity Must Not Previously Had a 

Negotiated Indirect Cost Rate with the Federal 
Government

Using the de minimis Rate
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♦ Previous or Expired Rates With the Federal 
Government

○ If, at any Time the NFE Had a Prior Rate with the 
Federal Government, the NFE is Prohibited from 
Using the de minimis Rate

Using the de minimis Rate
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♦ Using the de minimis Rate as a Transitional 
Rate

○ This Practice is Permitted

○ An NFE May Use the de minimis Rate, If 
Otherwise Qualified, Until Such Time as a 
Negotiated Rate is Developed, Submitted, and 
Approved 

Using the de minimis Rate
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♦ Modified Total Direct Costs

○ Typically, a Subset of Allowable Costs Incurred 
During a Grant Billing Period

○ MTDC Includes:

 Salaries and Wages

 Associated Fringe Benefits

 Materials and Supplies

 Services

 Travel

 Subawards/Subcontracts Up to the First $25,000

Using the de minimis Rate
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♦ Modified Total Direct Costs

○ MTDC Excludes:

 Equipment

 Capital Expenditures

 Charges for Patient Care

 Rental Costs

 Tuition Remission, Scholarships and Fellowships

 Participant Support Costs

 Portion of Subawards/Subcontracts in Excess of 
$25,000

Using the de minimis Rate

160 of 255



♦ Modified Total Direct Costs

○ The Cognizant Agency for Indirect Costs May 
Exclude Other Items from MTDC Avoid a Serious 
Inequity in the Distribution of Indirect Costs

Using the de minimis Rate
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♦ Modified Total Direct Costs

○ SubAwards/Subcontracts

 The First $25,000 Allowable in MTDC is for the ”Life of 
the Award” 

• Thus, A Transit System Awarding a Three-Year Contract 
to a Management Company for $900,000 Would Only 
Be Allowed to Take A Single Allowance of $25,000 in its 
Calculation of MTDC

• Some Consideration May be Permitted if Formal 
Renegotiated Within the Period of Performance of the 
Grant Award

Using the de minimis Rate
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♦ Best Practice

○ Detail Total Allowable Costs, Exclusions, and 
MTCD in a Subsidiary Worksheet to Provide 
Documentation of Correct Calculation of MTDC

Using the de minimis Rate
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♦ Allowable Indirect Costs

○ Modified Total Direct Costs X 10%

○ This Amount is Added to Total Allowable Costs to 
Compute the Total Allowable Amount During the 
Billing Period

Using the de minimis Rate
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Using the de minimis Rate
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Class Exercise #3

166 of 255

Account Description Costs, This Period

Excluded from 

MTDC??

Eligible for 

MTDC??

5011 Operators’ Salaries and Wages $131,458

5012 Operators’ Paid Absences 10,516

5013 Other Salaries and Wages 28,564

5014 Other Paid Absences 2,285

5015 Fringe Benefits 19,202

5024 Audit Services 24,500

5031 Fuel and Lubricants 34,233

5034 Supplies 2,675

5041 Electric 1,687

5051 Physical Damage Insurance 6,459

5101 Purchased Transportation1 40,000

5220 Facility Lease2 9,000

6821 Network Server3
5,500

6822 Office Computer4
1,299

Total $317,378



Class Exercise #3

167 of 255

Account Description Costs, This Period

Excluded from 

MTDC Eligible for MTDC

5011 Operators’ Salaries and Wages $131,458 $131,458

5012 Operators’ Paid Absences 10,516 10,516

5013 Other Salaries and Wages 28,564 28,564

5014 Other Paid Absences 2,285 2,285

5015 Fringe Benefits 19,202 19,202

5024 Audit Services 24,500 24,500

5031 Fuel and Lubricants 34,233 34,233

5034 Supplies 2,675 2,675

5041 Electric 1,687 1,687

5051 Physical Damage Insurance 6,459 6,459

5101 Purchased Transportation1 40,000 15,000 25,000

5220 Facility Lease2 9,000 9,000 0

6821 Network Server3
5,500 5,500 0

6822 Office Computer4
1,299 1,299

Total $317,378 $29,500 $287,878



MATCHING REQUIREMENTS FOR 
FTA GRANTS

Module 6



♦ Matching FTA Grants

○ Each FTA Typically Has Match Requirement

○ Within Each Program, Various Functional 
Activities May Have Different Match Ratios

○ Provision of Match MUST be Verifiable from the 
Non-Federal Entity’s Financial Records

General Provisions
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♦ Cash

○ State Government Appropriations and/or Grants

○ Local Government Appropriation

○ Dedicated Tax Revenues

 Only a Few Section 5311-Funded Systems Have Such 
Revenues

Sources of Match
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♦ Non-Governmental Sources

○ Cash From Nongovernmental Sources Other Than 
Revenues From Providing Public Transportation 
Services

○ Non-Farebox Revenues From the Operation of 
Public Transportation Service, Such as the Sale of 
Advertising and Concession Revenues

○ A Voluntary or Mandatory Fee That a College, 
University, or Similar Institution Imposes On All 
Its Students for Free or Discounted Transit Service

Sources of Match
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♦ Non-Governmental Sources

○ Undistributed Cash Surpluses, Replacement or 
Depreciation Cash Funds, Reserves Available in 
Cash, or New Capital Transferred From the 
Organization’s Fund Reserve to the Transit 
Program

○ Transfers From The Organization’s Fund Reserve 
(“Rainy Day Fund”), Depreciation Fund, or Other 
Surplus That is Moved to the Transit Account to 
Meet Federal Grant Matching Requirements

Sources of Match
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♦ Non-Governmental Sources – Less Traditional

○ Grants From Charitable Foundations or Agencies

○ Other Federal Grant Programs That Have Express 
Statutory Authority That Permits The Funds To Be 
Used As Match to Other Federal Awards

Sources of Match
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♦ Other

○ Contributions by the Non-Federal Entity of 
Services and/or Property

○ Volunteer Services Furnished By Third-Parties

 Professional and Technical Personnel

 Consultants

 Other Skilled and Unskilled Labor

…If, the Service is an Integral and Necessary  Part of 
Transit Service Delivery

Sources of Match
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♦ Critical Rule

○ USDOT Funds Generally Cannot be Used to Match 
Other USDOT Funds

 Section 5310 Cannot be Used to Match Section 5311 
and Vice Versa

♦ FTA/GDOT Places Burden on Applicant to 
Verify Allowability When Other Federal Funds 
are Used as Match

Sources of Match
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♦ FTA Requires Approval of In-Kind Match at the 
Time of Application

○ Valuation of the Contribution Critical

Sources of Match
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♦ Matching Ratios Under FTA Programs

○ Section 5311

 State Administration, Planning, and Technical 
Assistance - 100%

 Capital – 80%
• Includes Preventive Maintenance and Mobility Management 

Expenses (Typically Operating Expenses)

 Operations – 50% of the Net Cost of Service

• Passenger Fare Must be Deducted from Total Operating Costs 
to Compute Net Cost of Service

 Non-Operating (Project Administration) – 80%

Sources of Match
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♦ Exceptions

○ The Federal Share May Exceed 80 Percent For 
Certain Projects Related To 

 ADA

 Clean Air Act

 Bicycle Projects

○ Sliding Scale States

 Oregon is One of Them! 

• Capital:  89.73%

• Operating:  56.08%

Sources of Match
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REVENUES DERIVED FROM 
PROVISION OF SERVICE UNDER 
CONTRACT AS FTA MATCH

Module 7



♦ One Large Benefit for Transit Programs

○ Revenues Derived from the Provision of Service 
to Other Public or Nonprofit State or Local 
Human Services Can Be Used as Match, Even if 
the Source of Those Funds is Federal

 Original to the Section 5311 Program in 1978

 Expanded to all Other Major FTA Programs with 
SAFETEA-LU in 2005

○ Statutory Authority

 49 U.S.C. § 5311(g)(3)(C)

Contract Revenues
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♦ General Violation of a Fundamental Grants 
Principle – Cannot Use Federal Funds to 
Match Other Federal Funds

♦ History Originates from Early Input Solicited 
by USDOT in the Formulation of Initial Rules 
of Section 5311 Program

♦ Originally
○ Up to One-Half of the Local Share from this Source

Contract Revenues
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♦ 1989 Amendments Removed the Cap

♦ 100% of Local Match Could be Derived from 
Contract Revenues

Contract Revenues
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♦ What are Some of These Sources?

○ Medicaid

○ Title III-B (Older Americans Act)

○ TANF

○ Veteran’s Administration Funds

♦ There is No FTA List of Contract Revenue 
Sources

Contract Revenues
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♦ Rules:

○ State DOTs Cannot Limit Use of These Revenues as 
Match

○ Subrecipients Have a Choice on the Use of These 
Revenues:

 Traditional or Deductive Method:

• Count Contract Revenues with Fare and Deduct from Total 
Operating Assistance to Compute Eligible Share of Operating 
Expenses

 Match Method

• Count Contract Revenues as Local Match

Contract Revenues
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♦ Rules:

○ State DOTs Cannot Limit Use of These Revenues as 
Match

○ Subrecipients Have a Choice on the Use of These 
Revenues:

 Traditional or Deductive Method:

• Count Contract Revenues with Fare and Deduct from Total 
Operating Assistance to Compute Eligible Share of Operating 
Expenses

 Match Method

• Count Contract Revenues as Local Match

Contract Revenues
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♦ Rules:

○ If Revenues are Counted as Match

 May be Used in the Year in Which They Were Earned

 Both Revenues and Expenses Must be Recorded in the 
Accounting Records of the Same Department/Unit of 
the NFE

 If Purchasing Entity is Using Section 5310 Operating 
Assistance to Purchase Service, This Revenue Cannot 
be Used as Match

• FTA Funds Cannot be Used to Match Other FTA 
Programs

Contract Revenues
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Sources of Match

187 of 255

Category 

Scenario 1: 
Contract Revenues 
Counted as Fares 

Scenario 1: 
Contract Revenues 

Counted as Local Match 

Total Operating Expense $850,00 $850,00 

Total Operating Revenues   

 Farebox and Related Revenues   

  Fares 82,000 82,000 

  Contracts 165,000  

  Organization Paid Fares   

 Net Cost of Service $603,000 $768,000 

 Federal Share of Operations 301,500 384,000 

 Local Share of Operations   

  Non-Federal/Local/State Revenue 301,500 219,000 

  Contract Revenue  165,000 

 



CONTRIBUTIONS/DONATIONS

Module 8



♦ Donations & Contributions (2 CFR § 200.434) 

○ Definitions

 In-Kind Contributions
• Value of Non-Cash Contributions (Property or Services) 

» Benefit a Federally Assisted Project or Program

» Contributed By Non-Federal Third Parties, Without 
Charge, To a Non-Federal Entity Under a Federal Award

• May be Provided by the Non-Federal Entity or From Third 
Parties

Donations/Contributions
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♦ Contributions & Donations (2 CFR § 200.434) 

○ The Costs of Donations and Contributions From a 
Non-Federal Entity are Unallowable

○ Value of Services, Equipment, or Property 
Donated To the Non-Federal Entity May Not be 
Charged to the Federal Award as Either a Direct 
or Indirect (F&A) Cost

 You Cannot Receive Grant Compensation for Donations

Donations/Contributions
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♦ Contributions & Donations (2 CFR § 200.434) 

○ The Value of Services and Property Donated to 
the Non-Federal Entity May Not Be Charged to 
the Federal Award Either As a Direct or Indirect 
(F&A) Cost

○ The Value of Donated Services and Property May 
Be Used To Meet Cost Sharing or Matching 
Requirements

Donations/Contributions
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♦ Contributions & Donations (2 CFR § 200.434) 

○ Must be Recorded in the NFE’s Accounts

 Expense

 Revenue

○ Recordkeeping is Essential to Ensuring the 
Allowability of Such Donations as Match

Donations/Contributions
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♦ Contributions & Donations (2 CFR § 200.434) 
○ Allowability

 Donations/Contributions Must Meet the All of the 
Following Conditions to Be Permitted as Match

• Verifiable

• Cannot be Included As a Contribution for Any Other Federal 
Awards

• Necessary and Reasonable

• Meet Allowability Standards

• Not Paid As a Cost Under Any Other Federal Award

• Documented in the Approved Project Budget

• Conform to Other Provisions of 2 CFR § 200

Donations/Contributions
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♦ Contributions & Donations (2 CFR § 200.434) 
○ Valuation of Contributions

 Employees of a Third Party Organization
• Use Employee’s Regular Salary Rate (and Fringe) If Work 

Performed is Consistent With Those Job Duties

 Equipment and Supplies
• Fair Market Value at the Time of the Donation

Donations/Contributions
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♦ Contributions & Donations (2 CFR § 200.434) 
○ Valuation of Contributions

 Method of Valuating Donations
• If Title Passes From the Third  Party to the Non-Federal Entity, 

Valuation May Vary Based on Grant Purpose

» Grant: Assist NFE in the Acquisition of Equipment, 
Building or Land

• Aggregate Value of Donated Property May be 
Claimed

» Grant: Support Activities that Require Use of Equipment, 
Building or Land

• Depreciation Only

Donations/Contributions
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♦ Valuation of Contributions: 
○ Method of Valuating Donations – Conditions

 Property
• Value Must Not Exceed Fair Market Value (FMV)

» Established by Independent Appraisal

» Uniform Relocation Assistance and Real Property 
Acquisition Policies Act Apply

 Equipment
• Value Must Not Exceed FMV of Equipment of Same Age & Condition 

at the Time of the Donation

 Space
• Value Must Not Exceed Fair Rental Value of Comparable Space As 

Established by Independent Appraisal of Comparable Space in a 
Privately Owned Building in the Same Locality

Donations/Contributions
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♦ Amount of In-Kind Unsupported by Adequate 
Documentation or Not Verifiable from 
Subrecipient’s Records

♦ Donation Not Integral to Operation of a Public 
Transit System

♦ In-Kind Not Included in the Approved Project 
Budget

Common In-Kind Audit Findings
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♦ Let’s Take a Few Minutes to Do a Group 
Exercise

♦ On the Provided Sheet, Indicate Whether or 
Not the Following Represent Allowable In-
Kind Items and What the Allowable Valuation 
Should Be for Each Example 

Class Exercise #4
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Class Exercise #4

Donation Allowable?

Evaluation 
Method 
(Pick One) Valuation Options Value

Hewitt Packard 
donates six (6) 
desktop computers to 
the government. As 
transit has the oldest 
computers in the 
County, the County 
Administrator gives 
the machines to the 
public transit 
department

☐ Yes

☐ No

☐ The Transit Director recalls 
seeing an advertisement for 
the same, similarly equipped 
model in a newspaper ad for 
$899 per unit.

☐ The Transit Manager calls on 
the owner of a local computer 
shop to provide an appraisal 
of the machines. He supplies a 
written appraisal of $850.

☐ The County Administrator 
provides the transit 
department with a letter from 
Hewitt-Packard provided with 
the donation that the 
computers have a value of 
$800 per unit.



Class Exercise #4

Donation Allowable?

Evaluation 
Method 
(Pick One) Valuation Options Value

Hewitt Packard also 
provides a factory 
technician to travel to 
Ohio to install and 
connect the 
computers. The 
technical spends 3 
hours installing the 
hardware.

☐ Yes

☐ No

☐ The County has its own IT 
department so these costs 
cannot be claimed as in-kind.

☐ The County claims the costs as 
an in-kind expense and 
valuates the contribution 
based on the salary and fringe 
of a comparable employee of 
the IT department ($35.00 per 
hour).

☐ The County claims the costs as 
an in-kind expense with a 
signed in-kind contribution 
letter sent from HP to the 
County noting the value 
(salary and fringe) of the 
technician of $65.00 per hour.



Class Exercise #4

Donation Allowable?

Evaluation 
Method 
(Pick One) Valuation Options Value

A local artist finds a 
picture of system bus 
from the 1950s and 
develops a painting of 
the bus. He frames the 
painting and presents 
the art to the system 
on the 50th 
anniversary of the 
transit system.

☐ Yes

☐ No

☐ The transit manager obtains 
an appraisal of the painting 
for $400 and $100 for the 
frame and claims this as in-
kind.

☐ The transit manager, recalling 
FTA’s art in transit program, 
claims the painting based on 
the artist’s statement that, if 
offered for sale, he would ask 
$800 for the painting.

☐ The transit system does not 
claim this gift as an 
contributed expense.



Class Exercise #4 Answers

Donation Allowable?

Evaluation 
Method 
(Pick One) Valuation Options Value

Hewitt Packard 
donates six (6) 
desktop computers to 
the government. As 
transit has the oldest 
computers in the 
County, the County 
Administrator gives 
the machines to the 
public transit 
department

☐ Yes

☐ No

☐ The Transit Director recalls 
seeing an advertisement for 
the same, similarly equipped 
model in a newspaper ad for 
$899 per unit.

☐ The Transit Manager calls on 
the owner of a local computer 
shop to provide an appraisal 
of the machines. He supplies a 
written appraisal of $850.

☐ The County Administrator 
provides the transit 
department with a letter from 
Hewitt-Packard provided with 
the donation that the 
computers have a value of 
$800 per unit.

$4,800

X

X



Class Exercise #4 Answers

Donation Allowable?

Evaluation 
Method 
(Pick One) Valuation Options Value

Hewitt Packard also 
provides a factory 
technician to travel to 
Ohio to install and 
connect the 
computers. The 
technical spends 3 
hours installing the 
hardware.

☐ Yes

☐ No

☐ The County has its own IT 
department so these costs 
cannot be claimed as in-kind.

☐ The County claims the costs as 
an in-kind expense and 
valuates the contribution 
based on the salary and fringe 
of a comparable employee of 
the IT department ($35.00 per 
hour).

☐ The County claims the costs as 
an in-kind expense with a 
signed in-kind contribution 
letter sent from HP to the 
County noting the value 
(salary and fringe) of the 
technician of $65.00 per hour.

$195

X

X



Class Exercise #4 Answers

Donation Allowable?

Evaluation 
Method 
(Pick One) Valuation Options Value

A local artist finds a 
picture of system bus 
from the 1950s and 
develops a painting of 
the bus. He frames the 
painting and presents 
the art to the system 
on the 50th 
anniversary of the 
transit system.

☐ Yes

☐ No

☐ The transit manager obtains 
an appraisal of the painting 
for $400 and $100 for the 
frame and claims this as in-
kind.

☐ The transit manager, recalling 
FTA’s art in transit program, 
claims the painting based on 
the artist’s statement that, if 
offered for sale, he would ask 
$800 for the painting.

☐ The transit system does not 
claim this gift as an 
contributed expense.

X

X



PROGRAM INCOME

Module 9



♦ Program Income Is 
Revenue Generated 
Directly or Indirectly From 
Grant-Supported 
Activities (i.e., Income 
Generated by Grant Funds 
After They Have Been 
Applied to Authorized 
Grant Purposes)

Program Income

206 of 255



♦ Program Income Is a Form of Transit Revenue, 
but Excludes: 
○ Sales Proceeds

○ Interest Earned on Advances of Federal Funds

○ Revenues Generated by Activities That Are Not 
Grant Supported

Program Income
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♦ Examples

○ Fees for Services Performed

○ Fees From the Use or Rental of Real or Personal 
Property Acquired With Grant Funds

○ Proceeds From the Sale of Commodities or Items 
Fabricated Under a Grant Agreement

Program Income
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♦ OMB Outlines the Following Uses for Program 
Income

○ Deduction

 Program Income Must be Deducted from the Total 
Grant Award

○ Addition

 With Grantor Agency Approval, Program Income is 
Added to the Award Amount

○ Cost Sharing or Matching

 With Prior Approval, Program Income Can Be  Used as 
Local Match

Program Income
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♦ FTA Permitted Uses of Program Income
○ Grantees May Retain Program Income So Long As 

It Is Used Only for Transit Purposes
 Capital

 Operating Expenses

○ Program Income May Not Be Used To Reduce the 
Local Share of the Grant From Which It Was 
Earned, But May Be Used In Future Grants

Program Income
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♦ FTA Permitted Uses of Program Income
○ Fares are Not Treated as Program Income in FTA 

Programs as They are Mandated by Congress to 
be Deducted From Total Operating Costs

○ Revenues Derived from the Provision of Service 
Under Contract to a Human Service Agency
 As Stipulated by Congress, Such Revenues May be 

Used in the Deduction Method OR

 May be Used as Local Match in the Year They Were 
Earned

Program Income
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♦ Grantees Must Account for Program Income 
in Their Accounting System, Which Is Subject 
to Audit

♦ The Accounting System Must Be Capable of 
Identifying Program Income and the Purpose 
for Which It Was Used

Program Income
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CHART OF ACCOUNTS, THE 
ACCOUNTING SYSTEM, AND 
INTERNAL CONTROLS

Module 10



♦ Basic Principle

○ Compliance with the Uniform Guidance is 
Significantly Enhanced with the Proper 
Accounting Software and a Well-Designed Chart 
of Accounts

○ Issue:

 Many Rural Transit Providers Were Not Established as 
a Transit Agency

 Chart of Accounts Designed and Created to Serve 
Other Program Needs 

Single Audit Requirements
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♦ Remember

○ The Chart of Accounts is Designed to Provide 
Useful Management Information to the Agency’s 
Operating Departments

○ The Chart of Accounts Must Work for You

Chart of Accounts
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♦ Functions/Tasks

○ Identify, in Its Accounting Records, All Federal 
Awards Received and Expended and the Federal 
Programs Under Which They Were Received

○ Maintain Accurate, Current, and Complete 
Disclosure of the Financial Results of Each Federal 
Award or Program in Accordance With the 
Financial Reporting and Monitoring Requirements 
Stipulated in 2 CFR §§ 200.327  and 200.328

Accounting System

216 of 255



♦ Functions/Tasks

○ Identify, in Its Accounting Records, All Federal 
Awards Received and Expended and the Federal 
Programs Under Which They Were Received

○ Maintain Accurate, Current, and Complete 
Disclosure of the Financial Results of Each Federal 
Award or Program in Accordance With the 
Financial Reporting and Monitoring Requirements 
Stipulated in 2 CFR §§ 200.327  and 200.328

Accounting System
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♦ Functions/Tasks

○ Records Must Contain Information Pertaining to 
Federal Awards, Authorizations, Obligations, 
Unobligated Balances, Assets, Expenditures 

○ Develop Comparisons of Expenditures With 
Budget Amounts for Each Federal Award

Accounting System
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♦ Uniformity in Transit?

○ The Uniform System of Accounts (USOA) Has 
Been Utilized Since the 1970s and Has Evolved 
Over Time

○ Use of the USOA is Only Mandated for Reporting 
– But Can Serve as a Useful Tool for Evaluating 
Adequacy of the Current Chart of Accounts

Accounting System
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♦ The USOA

○ Major Structural Changes in the USOA Were 
Introduced Effective With the FY 2018 NTD 
Reporting Year

○ For Those Readers Familiar With the USOA, be 
Advised That the Longstanding Account Numbers 
Have Been Converted in the 2018 USOA to Four-
Digit Numbers

○ The Previous 3-Digit, Decimal Point, 2-Digit 
Sequence Has Been Replaced

Accounting System
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♦ Internal Controls (2 CFR 
§ 200.303)
○ Establish and Maintain Effective 

Internal Control Over the 
Federal Award That Provides 
Reasonable Assurance That the 
Non-Federal Entity Is Managing 
the Federal Award in 
Compliance With Federal 
Statutes, Regulations, and the 
Terms and Conditions of the 
Federal Award

Post-Award Requirements
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♦ Defined

○ Internal Controls Are Processes, Implemented by 
a Non-Federal Entity, Designed to Provide 
Reasonable Assurance Regarding the 
Achievement of Objectives in the Following 
Categories:

 Effectiveness and Efficiency of Operations

 Reliability of Reporting for Internal and External Use

 Compliance With Applicable Laws and Regulations

Internal Controls
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♦ Internal Control (2 CFR § 200.303)

○ Subrecipient Requirements

 Effective Control Over, and Accountability For, All 
Funds, Property, and Other Assets

 The Non-Federal Entity Must Adequately Safeguard All 
Assets and Assure That They Are Used Solely For 
Authorized Purposes

 Provides Reasonable Assurance That the Non-Federal 
Entity Is Managing the Federal Award In Compliance 
With Federal Statutes, Regulations, and the Terms And 
Conditions of the Federal Award

Post-Award Requirements
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♦ Internal Controls

○ Some Shift of this Function from Audit to Grants 
Management

Post-Award Requirements
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BEST PRACTICES IN CASH 
MANAGEMENT

Module 11



♦ Large Transit Agencies Typically

○ Use Electronic Registering Fareboxes

○ Have Dedicated facilities and Security for the 
Counting, Tabulation, and Storage of Cash Fares

♦ Rural Agencies are Challenged to Have These 
Resources

○ No Farebox of Any Kind

○ No Dedicated Facilities/Equipment for Counting

Cash Management

226 of 255



♦ Rural Agencies Must Take Care to Ensure its 
Procedures Embrace Sufficient Segregation of 
Duties in the Fare Collection, Tabulation, 
Recording, and Deposit Processes

♦ Frequent (Repeat) Audit Finding
○ Weakness in Internal Controls

Cash Management

227 of 255



♦ Recommended Practices for Rural Agencies

○ Adopt “Exact Fare” Policies

○ Encourage Use of Pre-Paid Fare Media

○ Sell Passes Only at Specific Locations (Not On-
Board Revenue Vehicles)

○ Ensure that Two Persons are Present for Counting

○ Reconcile Farebox Tabulations to Manifest

○ Maintain Records that Document Fare Collection 
by Service

Cash Management
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♦ Recommended Practices for Rural Agencies

○ Adopt “Exact Fare” Policies

○ Encourage Use of Pre-Paid Fare Media

○ Sell Passes Only at Specific Locations (Not On-
Board Revenue Vehicles)

○ Ensure that Two Persons are Present for Counting

○ Reconcile Farebox Tabulations to Manifest 
(Different Individual)

○ Maintain Records that Document Fare Collection 
by Service

Cash Management
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♦ Recommended Practices for Rural Agencies

○ Transfer Tabulated and Reconciled Fares to 
Accounting for Entry in the General Ledger

○ Revenues Transferred to Another Individual for 
Preparation of Deposit

○ Deposits Made Daily

Cash Management
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Cash Management
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♦ Pass Sales

○ Controlled Outlets

○ Numbered Passes/Passbooks

 All Passes/Books Accounted for in Inventory

○ Printed with Specialty (Difficult to Copy) Graphic

○ Printed on Non-Standard Paper Stock

Cash Management
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ROLE OF GDOT SUBRECIPIENTS IN A 
SINGLE AUDIT

Module 12



♦ Single Audit Threshold (2 CFR § 200.501) 

○ Major Programs

 Changes in Criteria/Thresholds

○ Percentage of Coverage

 Rules Have Changed That Will Reduce the Percentage 
of Audit Tests Based on Risk and Program Type

Single Audit Requirements
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♦ Single Audit Threshold (2 CFR § 200.501) 

○ Now $750,000

 Estimated 5,000 out of 37,000 Entities Will Drop Below 
This Threshold

 OMB Estimates That New Threshold Will Cover Entities 
Expending 99% of All Federal Awards

Single Audit Requirements
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♦ Single Audit Threshold (2 CFR § 200.501) 

○ Entities That Fall Below New Threshold

 Records Must Be Available For Review or Audit By 
Appropriate Officials of the Federal Agency, Pass-
Through Entity, and Government Accountability Office 
(GAO)

 Funding Agencies
• May Request Program Audits

• May Request Program to be Audited as a Major Program

Single Audit Requirements
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♦ Single Audit Threshold (2 CFR § 200.501) 

○ Effective Dates

 December 26, 2014

 If Your Entity’s Fiscal Year Begins on or After December 
26, 2014, Your Audit Must Be Conducted Following the 
New Guidelines

 Thus, Any Entity Operating on January 1 – December 
31 Fiscal Year Must Comply This Year

Single Audit Requirements
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♦ Audit Period (2 CFR § 200.504) 

○ Typically, Performed on an Annual Basis

○ Some Minor Exceptions

Single Audit Requirements
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♦ Auditee Responsibilities (2 CFR § 200.510) 

○ Preparation of Financial Statements

○ Schedule of Expenditures of Federal Awards 
(SEFA)

 A Description of Significant Accounting Policies Used In 
Preparing The Schedule

○ A Summary Schedule of Prior Audit Findings

 The Auditee Must Also Prepare a Corrective Action 
Plan for Current Year Audit Findings

Single Audit Requirements
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♦ Auditee Responsibilities (2 CFR § 200.510) 

○ Schedule of Expenditures of Federal Awards 
(SEFA)

 List of Individual Federal Awards
• Name/Cluster Name

• Subrecipients

» Name of Pass-Through Agency

» Grant Identification Number

» CFDA Number (Section 5311 – 20.509)

» Total Amounts Provided

» Significant Accounting Policies

» Statement as to Whether Entity Used de minimis Indirect Rate

Single Audit Requirements
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♦ Auditee Responsibilities (2 CFR § 200.510) 

○ Optional Elements

 Multiple Federal Award Years
• Separate Listing of Amounts Expended, By Year

○ Filing with Audit Clearinghouse

 Usually a Requirement to File with Federal Funding 
Source

○ Corrective Action Pan

Single Audit Requirements
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♦ Auditee Responsibilities (2 CFR § 200.510) 

○ Auditee Must Prepare a Summary Schedule of 
Prior Audit Findings

 Include Audit Reference Number

 Status

 May Exclude
• Those Findings Corrected

• Those Findings No Longer Valid or Warranting Further Action

» Reasons Must be Described

• Two Years Have Passed

• Federal Agency /Pass-Through  Entity Not Following Up

• Management Decision Was Not Issued

Single Audit Requirements
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♦ Auditee Responsibilities (2 CFR § 200.510) 

○ Corrective Action Plan For Current Year Audit 
Findings

 Must Address Each Finding
• Name of Contact Person Responsible for Corrective Action

• Action Planned

• Anticipated Completion Date

 Rebuttal
• The Corrective Action Plan Must Include An Explanation and 

Specific Reasons Why the Entity Believes Corrective Action is 
Not Required

Single Audit Requirements
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♦ Auditee Responsibilities (2 CFR § 200.510) 

○ Specific Timeframes for Completion

 Report Must be Submitted to Federal Audit 
Clearinghouse (FAC) Within 30 Calendar Days After 
Receipt of Audit Report

or

 Nine Months After End of Audit Period

○ Must Be Available to the Public

 Some Exceptions for Indian Tribal Organizations

Single Audit Requirements
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♦ Auditee Responsibilities (2 CFR § 200.510) 

○ The Evaluation By the Federal Awarding Agency 
or Pass-Through Entity of the Audit Findings and 
Corrective Action Plan and the Issuance of a 
Written Decision to the Auditee As to What 
Corrective Action Is Necessary

Single Audit Requirements
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♦ Auditee Responsibilities (2 CFR § 200.510) 

○ Must Clearly State

 Whether Finding is Sustained

 Reasons for Decision

 Expected Auditee Action
• Repay Disallowed Cost

• Make Financial Adjustments

• Other Action

 Appeals Process

○ Must Be Issued Within Six (6) Months of 
Acceptance of Audit Report

Single Audit Requirements
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MONITORING LOWER TIER 
SUBRECIPIENTS

Module 13



♦ When a Non-Federal Entity Passes Funds 
Through to a Lower Tier Entity to Carry Out 
All or Part of the Project, the Entity Has Some 
Obligations Over the Lower Tier Organization

Responsibilities of 
Pass-Through Entities
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♦ General Oversight Obligations
○ Ensure That Every Subaward is Clearly Identified 

To The Subrecipient as a Subaward and Includes 
Required Information That Informs the 
Subrecipient That The Award Is Federally Funded

○ Required Federal Award Identification Data 
Include:
 Subrecipient name (which must match registered same 

in DUNS)

 Federal Award Identification Number (FAIN)
 Federal Award Date

Responsibilities of 
Pass-Through Entities
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♦ General Oversight Obligations
○ Amount of Federal Funds Obligated By This 

Action

○ Total Amount of Federal Funds Obligated to the 
Subrecipient

○ Total Amount Of The Federal Award

○ Federal Award Project Description, as Required, 
to be Responsive to the Federal Funding 
Accountability And Transparency Act (FFATA)

○ Name of Federal Awarding Agency, Pass-through 
Entity, and Contact Information

Responsibilities of 
Pass-Through Entities
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♦ General Oversight Obligations
○ Catalog of Federal Domestic Assistance (CFDA) 

Number and Name; 
 The Pass-Through Entity Must Identify the Dollar 

Amount Made Available Under Each Federal Award 
and the CFDA Number at Time of Disbursement

○ Indirect Cost Rate for the Federal Award 
(Including if the de minimis Rate Is Charged

Responsibilities of 
Pass-Through Entities
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♦ General Oversight Obligations
○ Delineate All Requirements Imposed by the Pass-

through Entity on the Subrecipient So That the 
Federal Award is Used in Accordance With 
Federal Statutes, Regulations and the Terms and 
Conditions of the Federal Award

○ Define Any Additional Requirements That the 
Pass-Through Entity Imposes on the Subrecipient

Responsibilities of 
Pass-Through Entities
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♦ General Oversight Obligations
○ Establish Whether the Subrecipient Has an 

Approved Federally Recognized Indirect Cost Rate 

○ A Requirement That the Subrecipient Permit the 
Pass-Through Entity and Auditors to Have Access 
to the Subrecipient's Records and Financial 
Statements as Necessary

○ Appropriate Terms and Conditions Concerning 
Close of the Subaward

Responsibilities of 
Pass-Through Entities
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♦ On-Going Obligations
○ Monitor the Activities of the Subrecipient as 

Necessary to Ensure That the Subaward is Used 
for Authorized Purposes, In Compliance With 
Federal Statutes, Regulations, and the Terms and 
Conditions of the Subaward

○ Review Periodic Financial and Programmatic 
Reports

Responsibilities of 
Pass-Through Entities
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♦ On-Going Obligations
○ Follow-Up and Ensure That the Lower Tier 

Subrecipient Takes Timely and Appropriate Action 
on All Deficiencies Pertaining to the Federal 
Award Provided to the Subrecipient From the 
Pass-through Entity Detected Through Audits, On-
Site Reviews

○ Issue Management Decisions for Audit Findings 
Pertaining to the Federal Award Provided to the 
Lower Tier Subrecipient From the Pass-through 
Entity

Responsibilities of 
Pass-Through Entities
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♦ Optional Obligations
○ Provide Lower-tier Subrecipients With Training 

and Technical Assistance on Program-Related 
Matters

○ Perform On-Site Reviews of the Lower-Tier 
Subrecipient’s Program Operations

○ Arrange For Agreed-Upon Procedures 

Responsibilities of 
Pass-Through Entities
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OTHER GRANT MANAGEMENT 
PRINCIPLES (POST-AWARD 
REQUIREMENTS)

Module 14



♦ Divided into Sections
○ Standards for Financial Management

○ Property Standards

○ Procurement Standards

○ Performance and Financial Monitoring and Reporting

○ Subrecipient Monitoring and Management

○ Record Retention and Access

○ Remedies for Noncompliance

○ Closeout

○ Post-Closeout Adjustments

○ Collection of Amounts Due

Post-Award Requirements

258 of 289



♦ Financial Management Systems (2 CFR §
200.302)

○ Additionally, the Systems Must

 Identify, in Its Accounts, of All Federal Awards 
Received and Expended and the Federal Programs 
Under Which They Were Received

• Federal Program and Federal Award Identification Must 
Include, as Applicable, the CFDA Title and Number, 
Federal Award Identification Number and Year, Name of 
the Federal Agency, and Name of the Pass-Through 
Entity, If Any

Post-Award Requirements
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♦ Financial Management Systems (2 CFR §
200.302)

○ Additionally, the Systems Must

 Accurate, Current, and Complete Disclosure of the 
Financial Results of Each Federal Award or Program 

 If a Federal Awarding Agency Requires Reporting on An 
Accrual Basis From a Recipient That Maintains Its 
Records on Other Than an Accrual Basis, the Recipient 
Must Not be Required to Establish an Accrual 
Accounting System 

Post-Award Requirements
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♦ Financial Management Systems (2 CFR §
200.302)

○ Additionally, the Systems Must

 Records That Identify Adequately the Source and 
Application of Funds for Federally-Funded Activities

• These Records Must Contain Information 
Pertaining to Federal Awards, Authorizations, 
Obligations, Unobligated Balances, Assets, 
Expenditures, Income and Interest and be 
Supported by Source Documentation

Post-Award Requirements
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♦ Financial Management Systems (2 CFR §
200.302)

○ Additionally, the Systems Must

 Effective Control Over, and Accountability for, All 
Funds, Property, and Other Assets

 The Non-Federal Entity Must Adequately Safeguard All 
Assets and Assure that They are Used Solely for 
Authorized Purposes

Post-Award Requirements
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♦ Internal Controls (2 CFR 
§ 200.303)
○ Establish and Maintain Effective 

Internal Control Over the 
Federal Award That Provides 
Reasonable Assurance That the 
Non-Federal Entity Is Managing 
the Federal Award in 
Compliance With Federal 
Statutes, Regulations, and the 
Terms and Conditions of the 
Federal Award

Post-Award Requirements
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♦ Internal Control (2 CFR § 200.303)

○ Subrecipient Requirements

 Effective Control Over, and Accountability For, All 
Funds, Property, and Other Assets

 The Non-Federal Entity Must Adequately Safeguard All 
Assets and Assure That They Are Used Solely For 
Authorized Purposes

 Provides Reasonable Assurance That the Non-Federal 
Entity Is Managing the Federal Award In Compliance 
With Federal Statutes, Regulations, and the Terms And 
Conditions of the Federal Award

Post-Award Requirements
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♦ Internal Controls

○ Some Shift of this Function from Audit to Grants 
Management

Post-Award Requirements
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♦ Cost Sharing/Matching (2 CFR § 200.306)

○ Requirements
 Verifiable From the Non-Federal Entity's Records

 Not Included as Contributions for any Other Federal Award

 Are Necessary and Reasonable for Accomplishment of the Project

 Are Allowable Under the Cost Principles

 Are Not Paid By the Federal Government Under Another Federal 
Award, Except Where The Federal Statute Authorizing a Program 
Specifically Provides That Federal Funds Made Available for Such 
Program Can Be Applied to Matching or Cost Sharing 
Requirements Of Other Federal Programs

Post-Award Requirements
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♦ Cost Sharing/Matching (2 CFR § 200.306)

○ Requirements

 Are Provided For in the Approved Budget When 
Required by the Federal Awarding Agency

 Conform to Other Provisions of the Super Circular

Post-Award Requirements
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♦ Cost Sharing/Matching (2 CFR § 200.306)

○ If Proposed Match Meets Requirements, Must be 
Accepted

○ In-Kind

 Not An Open Book – Many Requirements Must be 
Meet

 Key Elements
• Valuation and Methods of Valuation

Post-Award Requirements
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♦ Budget Control

○ Subrecipient Requirements

 Comparison of Expenditures With Budget Amounts For 
Each Federal Award

 Performance Data, When Required

Financial Management
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♦ Protecting Federally-Funded Assets

○ Insurance

 The Non-Federal Entity Must, At a Minimum, Provide 
the Equivalent Insurance Coverage For Real Property 
and Equipment Acquired or Improved With Federal 
Funds As Provided to Property Owned By The Non-
Federal Entity

Property Standards
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♦ Real Property

○ Title

○ Use

○ Disposition

Property Standards
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♦ Equipment

○ Title

○ Use

○ Disposition

♦ Supplies

♦ Intangible Property

Property Standards
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♦ Procurement (2 CFR § 200.318)

○ Written Standards of Conduct

○ Technical Capacity

Procurement Standards
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♦ Standards of Conduct (2 CFR §
200.318(c)(1))

○ Every Non-Federal Entity Must Maintain Written 
Standards of Conduct

 Applies to Officers, Employees, Agents, Board 
Members, or by Contractors or Subrecipients or Their 
Agents, Immediate Family Members
• Personal Conflicts of Interest

• Gifts

• Violations

Procurement Standards
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♦ Award to Responsible Contractors (2 CFR §
200.318(h))

○ The Non-Federal Entity Must Award Contracts 
Only to Responsible Contractors Possessing the 
Ability to Perform Successfully Under the Terms 
and Conditions of a Proposed Procurement

○ Consideration Will Be Given to Such Matters as 
Contractor Integrity, Compliance With Public  
Policy, Record of Past Performance, and Financial 
and Technical Resources

Procurement Standards
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♦ Technical Capacity

○ General Requirement

 Grantees Must Undertake Its Procurements 
Effectively and Efficiently in Compliance with 
Applicable Federal, State, and Local Requirements

Procurement Standards
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♦ Settlement of Disputes (2 CFR § 200.318(k))

○ The Non-Federal Entity Alone Must Be 
Responsible, in Accordance With Good 
Administrative Practice and Sound Business 
Judgment, for The Settlement of all Contractual 
and Administrative Issues Arising Out of 
Procurements

Procurement Standards

277 of 289



♦ Award to Responsible Contractors (2 CFR §
200.319)

○ All Procurement Transactions Must Be 
Conducted in a Manner Providing Full and Open 
Competition

 Embraces Elements FTA Has Always Included 
in its Third Party Contracting Guidelines 
Circular (4220.1D)

Procurement Standards
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♦ Written Procurement Procedures

○ Solicitations

 Clear Descriptions

 Nonrestrictive Specifications

 Quality Requirements

 Performance Specifications

 Brand Name or Equal

Procurement Standards
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♦ Written Procurement Procedures

○ Inclusion of All Third Party Contract Provisions in 
Lower Tier Contracts

○ Caution Regarding Industry Contracts

Procurement Standards
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♦ Written Procurement Procedures (2 CFR §
200.319(c))

○ Solicitations

 Clear Descriptions

 Nonrestrictive Specifications

 Quality Requirements

 Performance Specifications

 Brand Name or Equal

Procurement Standards
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♦ Written Procurement Procedures (2 CFR §
200.319(c))

○ Inclusion of All Third Party Contract Provisions in 
Lower Tier Contracts

○ Caution Regarding Industry Contracts

Procurement Standards
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♦ Procurement Methods Employed

♦ Legal Restrictions

♦ Third Party Contract Provisions

♦ Sources

♦ Resolution of Issues

Procurement Standards
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♦ Delineation and Clear Statement of 
Responsibilities of Subrecipients and Pass-
Through Entities

♦ ODOT is a Pass-Through Entity

Monitoring Standards
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♦ ODOT Has Defined Most of These 
Responsibilities in a State Management Plan 
(SMP)

♦ See Next Section

Monitoring Standards
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♦ Record Retention (2 CFR § 200.333)
○ Basic Requirement

 Three Years From the Date of Submission of Final 
Expenditure Report
or

 Three Years From Date of Annual Financial Report

○ Exceptions
○ Litigation, Claim, or Audits Initiated Prior to Close of Three 

Year Period

○ Notification in Writing From Federal Award, Cognizant, or 
Pass-Through Agency

Post-Award Requirements
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♦ Record Retention (2 CFR § 200.333)
○ Federal Agencies and Pass-Through Entities Must Adhere 

to the Requirements of 2 CFR § 200.333 on Retention
 May Not Impose Longer Standards

○ Formats

 Preferred: Machine Readable Documents

 Paper Must be Accepted (No More than Original and 
Two Copies)

 Paper Record May be Converted to Machine Readable 
Electronic Formats

Post-Award Requirements
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♦ Access to Records (2 CFR § 200.336)
○ The Federal Agency, Inspectors General, the Comptroller 

General of the United States, and ODOT Must Have the 
Right of Access to Any  Documents, Papers, or Other 
Records 

○ The Right Also Includes Timely and Reasonable Access to 
the Entity’s Personnel For the Purpose of Interview and 
Discussion Related to Documents

Post-Award Requirements
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