
INTERLOCAL AGREEMENT BETWEEN
SABINE COUNTY, TBXAS AND SABINE RIVER AUTHORITY OF TEXAS

This Interlocal Agreement ('Agfgg!qg$") is made and entered into effective
2025, by and between Sabine County, Texas, a local Texas governmental entity operati under
the laws ofthe State ofTexas, hereinafter referred to as "County," and Sabine River Authority of
Texas, a Texas governmental agency, hereinafter refered to as "ft!" (County and SRA are

sometimes collectively referred to herein as the "Parties").

RECITALS:

WHEREAS, SIIA owns a262.67 acre tract of land abutting the Toledo Bend Reservoir in
Sabine County, Texas known as "$[!49!q!.E1f," as depicted on the plats attached hereto as

Exhibit A & B and

WHBREAS, County proposes to construct an amphitheater at Sabinetown Park consisting

of one (1) prefabricated amphitheater, slab paving lor pavilion and stage, electrical and

illumination, walkway paving, four (4) masonry column wraps, handrails and related permanently

affixed pedestrian amenities, and all associated appurtenances that will enhance public use of
Sabinetown Park and the Toledo Bend Reservoir (the ' 'Im rovemen ") at the general location

shown on Exhibit C

WHBREAS, County and the Texas Department of Agriculture entered in Grant

Agreement Number CRC23-0521 pursuant to which the County will receive Community
Development Block Grant ("CDBG") funds to pay for construction of the Improvements. A copy

of Grant Agreement Number CRC23-0521 is attached hereto and incorporated herein for all
purposes as Exhibit D; and

WHEREAS, pursuant to Grant Agreement Number CRC23-0521, County agreed to
constuct the lrnprovements and complete all approved activities in accordance with the terms and

conditions construction of said Grant Agreement and its various exhibits, and to comply with all
statutes and regulations applicabte to the award and such regulations and procedures as the Texas
Department of Agriculture may prescribe attached as Exhibit E; and

WHEREAS, upon completion of constructiotr of the Improvements, County will convey
all right, title and interest in the Improvements to SRA and SRA will accept same; and

WHEREAS, Chapter 791 of the Texas Government Code authorizes agreemerts between
agencies and entities ofthe state and local entities related to governmental functions.

NOW, THEREFORE, in consideration of all of the foregoing, the Parties hereby agree as

follows:

I. Purpose

The purpose of this Agreement is to specify the terms and conditions under which County
may access, construct, and install the Improvements at Sabinetown Park.
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II. Responsibilities of the Parties

A. SRA agrees to allow County access to Sabinetown Park for all activities necessary
to construct the Improvements.

C. County shall ensure that all required engineering services for design and
construction ofthe Improvements are completed as required by Texas law, including preliminary
and final design plans and specifications, interim and final inspections, and all relevant special
services. County shall further ensure that all Improvement related administration activities are

completed, as described in the current State CDBG Program Project Implementation Manual.

D. County agrees to comply with the Project Schedule contained in Grant Agreement
Number CRC23-0521, as may be amended from time to time. If construction ofthe Improvements
is not complete on or before April 30, 2027, SRA will trave the right to terminate this Agreement,

E. TO THE EXTENT AILOWED BY LAW AND THE CONSTITUTION OF THE
STATE OF TEXAS, COTJNTY AND SRA SHALL EACH BE RESPONSIBLE FOR THE ACTS
OR OMISSIONS OF TI{EIR RESPECTIVE AGENTS AND EMPLOYEES. DURING THE
DESIGN AND CONSTRUCTION PHASE OF THE IMPROVEMENTS, COUNTY SHALL, TO
THE EXTENT ALLOWED BY LAW AND THE CONSTITUTION OF THE STATE OF
TEXAS, INDEMMFY AND HOLD HARMLESS SRA, ITS OFFICERS, DIRECTORS,
AGENTS, EMPLOYEES AND REPRESENTATIVES FROM ANY AND ALL LIABILITY,
ACTIONS, CLAIMS, DEMANDS OR SUITS, AND ALL RELATED COSTS, ATTORNEY
FEES AND E)QENSES ARISING OUT OF OR R-ELATED TO (1) THE DESIGN AND
CONSTRUCTION OF THE IMPROVEMENTS; (2) ANY FAILURE OF COLIITY To
PERFORM ITS OBLIGATIONS T]NDER THIS AGREEMENT OR GRANT AGREEMENT
NTMBER CRC23-0521; (3) ANY ENVIRONMENTAL POLLUTION OR CoNTAMINATION
OF SABINETOWN PARKAND/ORTHE TOLEDO BEND RESERVOIRARISING FROM OR
RELATED TO THE CONSTRUCTION OF THE IMPROVEMENTS; OR (4) ANY IMPROPER
OR DEFICiENT PERFORMANCE OF SUCH CONTRACTUAL OBLIGATIONS, COUNTY
AGREES AND ACI(NOWLEDGES THAT SRA SHALL NOT BE RESPONSIBLE OR LIABLE
FOR ANY DAMAGE TO PROPERTY OR ANY INJURY TO PERSONS THAT MAY ARISE
FROM, OR BE INCIDENT TO, THE DESIGN AND/OR CONSTRUCTION OF THE
IMPROVEMENTS.

F. During the design and construction phase of the Improvements, County shall
recluire its contractors and subcontractors conshucting the Improvements to maintain the following
insurance coverage:
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B. County agrees to provide design drawings and specifications for the Improvements
(the "Desisn Documents") to SRA for review and written approval at conceptual stage, 50%
design stage, and 100% design stage prior to bidding. Approval shall not be unreasonably
withheld.



TYPE OF INSURANCE LIMITS OF LIABILITY
Comprehensive Automobile

Liability Insurance
s1,000,000

Commercial General
Liability Insurance

General Aggregate: $2,000,000
Products-Completed Operations Aggregste: $2,000,000
Personal and Advertising Injury $1,000,000
Each Occurrence: $ 1,000,000
Fire Damage Legal Liability (any one fre): $1,000,000

Workers Compensalion Statutory Amount

Employers Liability $1,000,000
Umbrella or Excess Liability
Insurance

$4,000,000

All policies (except worker's compensatiog employer's liability, and professional
liability) must name County and SRA as "Additional lnsureds." All of County's contrastors and

subcontractors constructing the Improvements shall waive all rights of subrogation of damages

against County and SRA. This waiver must be stated on the certificate(s) of insurance. Prior to
commencing work, County shall fumish SRA certificate(s) of insurance from each of its
contractors and subcontractors constructing the Improvements, executed by a duly authorized

representative of each insurer, showing compliance with the insurance requirements in this
Agreement. County agrees that, in the event of loss due to any of the perils for which agreed

insurance coverage is provided, whether through County's insurance or that of its cont(actors and

subcontractors constructing the Improvements, County shall look solely to its insurance or that of
its contractors and subcontractors for recovery and not to SRA. County's insurance shall be
primary and non-contributory.

G. Promptly after completion of construction, County agrees to convey all olits right,
title and interest in the Improvements to SRA at no cost. SRA agrees to accept ownership of the

Improvements as constructed by County on an "as-is, where-is" basis, contingent on the

requirement that the Improvements are constructed in accordance with the Design Documents and

are free and clear of any and all payment and/or performance bond claims.

H. After County's conveyance of the Improvements to SRA, SRA agrees to provide
routine maintenance, t(ash collection, mowing, and cleaning of the Improvements, and shall be

responsible for any damage due to vandalism, burglary, collision, or any other act committed by a
thtd party, or eny natural disaster or occurence, to the Improvements.

I. SRA shall manage the Improvements as part of the overall recreational area at

Sabinetown Park, and be responsible fot reservations, rentals, fee schedules, and all coordination
ofevents.

J. To the extent permitted by law and without waiving sovereign immunity, each Party is
responsible for any and all liabilities and costs that arise as a result ofthe actions oftheir respective
employees and contractors.

III, Nliscellaneous

A. Tem. This Agreement shall remain in fuil force for so long as the Improvements
are in existence (the "Term"). If SRA determines, in its sole discretion, that the Improvements
are no longer necessary, SRA shall be solely responsible for removing the Improvements.
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B. Amendments. Amendments to the Term of this Agreement may be proposed by
either Party and shall become effective upon approval by all Parties in writing.

C. Expenditures. Any endeavor involving reimbursement or contribution of funds
between Parties to this Agreement will be handled in accordance with applicable laws, regulations,
and procedwes. Any expenditure of resources must be from current revenues available to the
paying Party.

D. IMMUNitY. ITISEXPRESSLYUNDERSTOODANDAGREEDTHAT,INTIIE
EXECUTION OF THIS AGREEilIENT, NO PARTY WAIVES, NOR SHALL BE DEEMED
TIEREBY TO WAIVE, ANY IMMIINITY OR DEFENSE THAT WOULD OTHERMSE BE
AVAILABLE TO IT AGAINST CLAIMS ARISING IN THE EXERCISE OF
GOVERNMENTAL POWERS AND FUNCTIONS.

E. Modification. This Agreement may not be altered, amended, or modified except in
writing and approved by the Parties

F. No Partnerships. This Agreement shall not make or be deemed to make any Party
to this Agreement an agency for or the partner ofany other Party.

G. Dispute Resolution. Any disputes arising from this Agreement shall be resolved

using Chapter 2260 of the Texas Government Code, if applicable.

H. Attomey's Fees. If any action at law or equity including any action for declaratory
reliefis brought to enforce or interpret the provisions ofthis Agreement, each Party to the litigation
shall bear its own attomeys' fees and costs.

I. Entire Agreement. This Agreement contains the entire Agreement of the Parties

with respect to the matters covered by this Agreement, and no other Agreement, statement, or
promise made by any Party, or to any employee, officer, or agent of any Party, which is not
contained in this Agreement shall be binding or valid.

J. Severability. If any term or provision of this Agreement shall, to ary extent, be

invalid or unenforceable, the remainder of this Agreement shall not be affected thereby, and each

term and provision ofthe Agreement shall be valid and enforced to the fullest extent permitted by
law.

K, Contacts. Principal contacts for the Parties are as provided in this section. Notices
or requests for assistance under this Agreement shall be in writing, and may be given by hand
delivery, U.S. mail, email or fax sent to the Parties at the contract addresses designated herein.
Notice shall be deemed effective upon receipt in the case of hand delivery and three (3) days after
deposit in the U.S. Mail in case of mailing. The address of the Parties for all purposes shall be:
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Sabine River Authority ofTexas:
Executive Vice President and General Manager
12777 Hwy 87 N
Orange,TX77632
409-746-2192

Sabine County
County Judge

201 Main Street

Hemphill, TX7594
409-787-22s7

L. Govemins Law. This Agreement shall be governed by the laws of the State of
Texas

M. Countemarts. This instrument may be executed in any number of identical

counterparts, each of which for all purposes shall be deemed an original, and all of which shall

constitute collectively, one instrument. It is not necessary that each party hereto execute the same

counterpart so long as counterparts are executed by each such party hereto. This instrument may

be validly executed and delivered by facsimile or other. electronic transmission.

IN WITNESS WHEREOF, THIS Agreement has been executed as of the day and year first
above written.

SABINE COUNTY, TEXAS

By: D---e(tr_- )-t 2-

Daryl Melton

Sabine County Judge

SABINE RIVER AUTHORITY OF TEXAS

By:

David Montagne
Executive Vice President and General Manager

r
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Exhibit A
Sabinetown Interlocal Agreement

P

Proposed Sabinetown
Park Development

PROPOSED
AMPHITHEATER
LOCATION

F\rbl q-

Legend

,.-., rs
Q Sabinetown Park
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SlRA= SABINE RIVTR AUTHORITY
OF TEXAS

262.67 Acres Total 253.90 Net
A. L. Frazier Survey, A-103

Sabine County, Tcxas

- o-i"iaJ""n" a

EXHIBIT B N A. L, FRAZIER SURVEY, A.IO3
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SRA* SAEINE RIVER AUTHORITY
OF TEXAS

262.67 Acres Total 253.90 Net
A. L. Frazier Survey, A-103

Sabine County, Texas
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Agreement Number: CRC23-0521

TEXAS DITPARTMENT OF AGRICULTURE
GRANT AGREEMEENT

GITAN'I' ITI'CII'IENT Sabine County

GRAN'I PITOGRAM CDBG - Rural Ilconomic Development 2 Construction - 2023

PROJEC'T'1'ITLD CDBG - Rural Economic Development 2 Construction - 2023

CFDA NUMI}IiR 14.228

PEITFOITMANCE PERIOD/
AGRIiEMI]N'I'TERM

t0n t2024 throLrgh 9/30/2026

AUTTIOITITY AND PURPOSE

The United States Govemment has awarded Community Development Block Grant ("CDBG") funds to the State of Texas for
activities authorized under Title I of the Housing and Community Development Act of 1974 ("HCD Act"), as amended (42

U.S.C. 5301 er seq.). The Texas Department of Agricutture ("Department") administers the State Community Development
Block Grant ("TxCDBG") Program pursuant to Texas Government Code $487.05 l.

Grant Recipient has submitted a request for assistance under the above-referenced grant program ("Grant Program"), hereinaiter
referred to as the "Application" and incorporated by reference into this Grant Agreement ("Agreement") for all purposes. This
Agreement sets forth the obligations of Texas Department of Agriculture ("Grantor" or "Department"), and Grant Recipient
(collectively, the "Parties") along with the terms and conditions under which the Department will provide Grant Program funds to
Grant Recipient under this award. Grant Recipient agrees to administer the project as described in the Application and in this
Agreement ("Project"), and the Department agrees to fund the Project up to the Grant Amount reflected below.

PROJEC'I' DESCRIPTION

Constructiorl of an amphitheater at Sabinetown Park

Grant Recipient agrees to carry out the Project and complete all approved activities in accordance with the terms of this
Agreement, including the foltowing exhibits, which are attached hereto and incorporated by reference into this Agreement for all
purposes: Performance Plan and Award Specific Conditions (Exhibit A), Project Budget (Exhibit B), General Terms and
Conditions (Exhibit C), and Certifications and Assurances (Exhibit D). Grant Recipient further agrees to comply with all statutes

and regulations applicable to this award and such regulations and procedures as the Department may prescribe.

TOTAI, GITANT AMOUNT NOT TO DXCI'I'[) $1,000,000.00

MATCII AMOUNT (if applicable) $100,000.00

VOL {-r PG 4q
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Exhibit A

Performance Plan and Aryard Specific Conditions

A. Eligible Usc of Funds

1. As a condition of receiving this award, Grant Recipient shall administer the Project funded under this Agreement and complete
all activities described in this Exhibit A in accordance with the Project Schedule and performance goals outlined herein. Grant
Recipient shall perform and complete all work and activities in a manner satisfactory to the Department and consistent with the
terms and conditions of this Agreement and applicable statutes and regulations.

2. The use of Grant Program funds is premised upon, and conditioned on, Grant Recipient fulfilling one ofthe
program's national objectives. Grant Recipient certifies that the activity (ies) carried out under this Agreement will
meet the national objective of Activities benifitting low-to-moderate income persons. If Grant Recipient fails to meet a

national program objective, as specified in this Exhibit A, Grant Recipient shall reimburse the Department all grant
funds received under this Agreement within thirty (30) days of notice unless otherwise requested by the Department.

3. Grant Recipient will undertake the following activities and provide the following levels of program services.

Sabine County - Sabinetorvn Park - 003

Grant Recipient shall address the following local need

Grant Recipient shall complete the following work:

Install one (l) prefabricated amphitheater, slab paving for pavilion and stage, electrical and illumination,
walkway paving, four (4) masonry column wraps, handrails and related permanently affixed pedestrian
amenities, and all associated appurtenances.

Grant Recipient shall perform this work in the following location(s):

Sabinetown Park in Sabine County, Texas

This location is more fully described in Figures Al and A2 below, which is incorporated herein. In the
event ofa conflict between this description and Figure A1 and A2, Figure A1 and A2 control.

These activities shall benefit 10,355 persons, of which 5,375 or 51.91 percent are of low- to moderate-

3
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Construction of an amphitheater resulting from a strategic economic development plan.
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I]. Prohibited Activities

Grant Recipient may only use grant funds to carry out the activities described in this Agreement. Grant Recipient is
prohibited from charging to this award the costs of ineligible activities, including those described at 24 CFR i570.207 ,

and from using grant funds or personnel employed in the administration of activities under this Agreement for political
activities, inherently religious activities, or lobbying.

C. Timeline

Crant Recipient will comply with the Project Schedule reflected below. Failure to meet any of the following
milestones may result in sanctions as outlined in the TxCDBG Project Implementation Manual, Requests for Grant
Applications, other published Department guidance, and conditions of this Agreement:

Pre-Agreement Cost Begins:

Grant Contract Period Begins:

Environmental Review/Plans & Specifications Recommended to be Complete:

Group B Forms Required to be Complete:

Project Recommended to be Complete, including inspections:

Grant Contract Period Ends:

Final Payment and Closeout Documentation Required to be Submitted:

D. Special Conditions

s/31/2022

10/112024

4111202s

1ot't t2025

81112026

913012026

1211/2026

Grant Recipient agrees and assures the Department that it will comply with all the special provisions and requirements
of the award described herein.

l. Compliance: It is understood and agreed by the Parties that performance under this Agreement must be rendered in
accordance with the Housing and Community Development Actof l9'7 4, as identified in the Authority and Purpose
provision of the Agreement; the policies, procedures and regulations of the Department; assurances and certifications
made to the Department by Grant Recipient; and assurances and certifications made to HUD by the State of Texas
with regard to the operation ofthe TxCDBG Program. Based on these considerations, and in order to ensure the legal
and effective performance under this Agreement, both Parties agree that such performance is subject to and governed
by the provisions of the TxCDBG Project Implementation Manual and any amendments thereto. Further, the
Dcpartment may, from time to time during the period of performance of this Agreement, issue policy directives which
serve to establish, interpret, or clarify performance requirements under this Agreement. Such policy directives shall be
promulgated by the Department in the form of TxCDBG issuances, shall have the effect of qualifying the terms of this
Agreement, and shall be binding upon Grant Recipient, as if written herein; provided, however, that the policy
directives and any amendments to the TxCDBG Project Implementation Manual shall not alter the terms of this
Agreement so as to release the Department from any obligation specified in Section 4 of Exhibit C to reimburse costs
incurred by Grant Recipient prior to the eflective date ofsuch amendments or policy directives. Any alterations,
additions, or deletions to the terms of this Agreement, which are required by changes in Federal or State laws or
regulations, are automatically incorporated by reference into this Agreement for all purposes without written
amendment and shall become effective on the date designated by such law or regulation,

2. Environmental Review: Grant Recipient understands and agrees that it is responsible for environmental review,

4
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4. Grant Recipient shall ensure that all required engineering services are completed as required by state law, including
preliminary and final design plans and specifications, interim and final inspections, and all relevant special services.
Grant Recipient shall ensure that all Project-related administration activities are completed, as described in the current
TxCDBG Project Implementation Manual.
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decision-making, and action under 42 U.S.C. $5304(g), the National Environmental Policy Act of 1969 (NEPA) [42
U.S.C. $$4321 et seq.), and other provisions of law which further the purposes of NEPA, as specified in 24 CFR
$58.5. Grant Recipient sha[[ comply with the environmental review procedures set fo(h in 24 CFRPart 58, the
TxCDBG Project Implementation Manual, and all other applicable federal, state, and local laws insofar as they apply
to the performance of this Agreement. Neither Grant Recipient nor any participant in the development process, or any
of their contractors, may commit grant or other funds on an activity or project, or execute a legatly binding agreement
for property acquisition, rehabilitation, conversion, repair or construction pertaining to a specific site until Grant
Recipient has completed the environmental review process and the Department has authorized use of grant funds or
approved the Grant Recipient's request for release of funds and related certification.

3. Citizen Participation: Grant Recipient shallprovide for and encourage citizen participation, particularly by low and
moderate income persons who reside in slum or blighted areas and areas in which the funds provided under this
Agreement are used, in accordance with 24 CFR $570.486 and this Agreement.

4. Public Hearings: Grant Recipient shall hold a public hearing concerning any activities proposed to be added,

deleted, or substantially changed, as determined by the Department, from the activities specified in the Application or
the Performance Plan. Prior to the programmatic closure of this Agreement, Grant Recipient shall hold a public
hearing to review its performance under this Agreement. For each public hearing scheduled and conducted by Grant
Recipient, Grant Recipient shall comply with the hearing requirements specified in the TxCDBG Project
Implementation Manual.

5. Complaint Procedures: Grant Recipient shallmaintain written citizen complaint procedures that provide for a

timely written response to complaints and grievances. Such procedures shall comply with the Department's
requirements. Grant Recipient shall ensure that its citizens are aware ofthe location and hours at which they may
obtain a copy of the written procedures and the address and phone number for submitting complaints.

6. Department Recognition: Grant Recipient shall have signage placed in a prominent, visible public area identifying
the Project as funded by the Department. The signage must be legible from a distance ofat least three (3) feet and
comply with the wording, size and formatting requirements set forth in the TxCDBG Project Implementation Manual.

7. Program Income: In the same manner as required for all other funds under this Agreement, Grant Recipient shall
maintain records of the receipt, accrual, and disposition of all program income (as defined at 24 CFR $570.489(e) and
the TxCDBG Project Implementation Manual) generated by activities carried out with grant funds made available
under this Agreement. The use of program income by Grant Recipient shall comply with the requirements set forth at
24 CFR $570.489(e). Grant Recipient shall use such income during the Agreement Term for activities permitted under
this Agreement prior to requesting additional funds lrom the Department. Grant Recipient shall provide reports of
program income to the Department with each payment request in accordance with the payment procedures described
herein, and at the termination of this Agreement. All unexpended program income shall be returned to the Department
at the end of the Agreement Term, unless otherwise specifically provided within this Agreement.

8. Disbursement of Certain Funds: Funds lor construction activities under this Agreement will not be disbursed to
Grant Recipient until all requirements identified as Group B in the TxCDBG Project Implementation Manual, Section
2.2,have been satisfied. These requirements must be satisfactorily completed no later than the date identified in
Section C, Project Schedule, above as Group B Forms Required to be Complete. In accordance with Sections l7 and
18 of Exhibit C, the Department may terminate this Agreement immediately if these special conditions are not met by
the date identified in Section C, Project Schedule, above as Group B Forms Required to be Complete.

5
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9. The TxCDBG program must comply with the requirements of the Build America, Buy America (BABA) Act, 41
USC 8301 note, and all applicable rules and notices, as may be amended. The BABA requirements as described in
Chapter 4 of the TxCDBG Project Implementation Manual are not applicable to this grant agreement.

10. In addition to the documentation required by Chapter 2 of the Project Implementation Manual, funds awarded
under this Agreement will not be disbursed to Grantee until these special conditions are met. Grantee shall submit to
the department: a. Certification of compliance with the requirements of the Violence Against Women Act
Reauthorization of 2022 and the Right to Report Crime and Emergencies from One's Home, confirming that no
ordinances, local regulations, or policies adopted by the local government and currently in effect contain any financial
or regulatory penalty imposed on property owners or residents as a result of any use of emergency services as required
by TxCDBG Policy Issuance 23-01.

I l. Grant Recipient shall provide to the Department a copy of the Final Inspection Approval letter from the Texas
Department of Licensing and Regulation for the plans and specifications specified in the Performance Statement.

6

vot - 
L\-F po 53



7

Agreement Number: CRC23-052 I

VOL
tl-p

PG 5q



Agreement Number: CRC23-052 I

Ilxhibit B

lludget

A. Approved Budget

l. It is understood and agreed that the total amount ofgrant funds under this award shall be used for the Project outlined in this
Agreement. Crant Recipient shall expend grant funds under this award in accordance with the approved Project budget specified
herein. All Project-related expenses must be reasonable and necessary.

2. The Department may require a more detailed budget breakdown than the one contained herein, and Grant Recipient shall
provide such supplementary budget information in a timely fashion in the form and content prescribed by the Department.

3. Any amendments to the Project budget must be approved in writing by both the Department and Grant Recipient.

HUD Activity Awarded Amount
03F $367,500.00

03F $487,500.00

Engineering

Admin $30,000.00

Engineering $42,500.00

Adm in $30,000.00

Total Grant Awarded s1,000,000.00

Committed as Match $100,000.00

Match Ratio 10.00%

B. Prc-Arvard Costs

The Department may reimburse allowable administrative and engineering expenditures made by Grart Recipient prior to the
effective date of the Agreement if incurred after 5/3112022, and if Grant Recipient complied with all requirements for the release
of such grant funds.

B
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Exhibit C

General I'crms and Conditions - Federal Grant

SECTION 1. COMPI,IANCE WITH APPLICABLE LAWS

Grant Recipient agrees to administer the award and cary out the Project in compliance with all ofthe obligations
described in this Agreement and shall ensure that the Project is financed, constructed, operated and maintained in
accordance with all federal, state and local laws, ordinances, regulations, and published program guidance that are in
any manner applicable to the activities performed by Grant Recipient under this award, its agents, employees,
subgrantees, contractors and subcontractors pursuant to this Agreement. Failure to comply with such laws, ordinances,
regulations, and guidance shall be grounds for termination of this Agreement for cause.

SECTION 2. AVAILABILITY OF FUNDS

Grant Recipient shall recognize and agree that both the initial provision of funding and the continuation of such

funding under the Agreement is expressly dependent upon the actual receipt by the Department of funds appropriated
to the Department by the Texas Legislature from State and/or Federal revenue or such other funding sources as may be

applicable. Ifsaid funds or any part thereofare or become unavailable, the Department may terminate this Agreement
or reduce the grant amount, as applicable. A failure of the Department to make any payment under this Agreement or
to observe and perform any condition on its part to be performed under the Agreement as a result of the failure of the

Texas Legislature to appropriate shall not in any manner constitute a breach of the Agreement by the Department or an

event of default under the Agreement, and the Department shall not be held liable for any breach of the Agreement
because of the absence of available funding appropriations.

SECTION 3. ADMINISTRATIVE REQUIREMENTS, COST PRINCIPLES AND ACCOUNTING
STANDARDS

SECTION4. METHOD OF PAYMENT

A. Funds will be disbursed for actual eligible costs incurred by Grant Recipient in connection with this Agreement.
Determination of allowable costs shall be made in accordance with applicable government-wide cost principles under
2 CFR Part 200, Subpart E; the TxGMS; this Agreement; published program guidance; and such procedures as the
Department may prescribe.

B. Payment requests shall be submitted to the Department in the manner and on the form required by the Department.
Payment shall be made on an eligible cost-reimbursement basis only and in such amounts and increments approved by
the Department for various phases of work following submission by Grant Recipient of a proper request for payment,
including applicable, accurate and complete supporting documentation that substantiates the payment request in
accordance with the Performance Plan under Exhibit A and the Project Budget reflected in Exhibit B.

C. The Department shall pay to Grant Recipient funds available under this Agreement based upon information
submitted by Grant Recipient for allowable costs permitted under the Agreement and consistent with the Project
Budget. The Department will notify Crant Recipient ifthere are concerns about the Project and shall not make
disbursement of any such payment until the issues of concern are resolved and the Department has reviewed and
approved such payment request. The Department may deny a payment request if the Department determines that the

9
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Grant Recipient shall comply with, to the extent applicable, the provisions of the Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for Federal Awards (2 CFR Part 200) and the Texas Grant
Management Standards ("TxGMS") promulgated by the Texas Comptroller of Public Accounts pursuant to the
Uniform Grant and Contract Management Act (Tex. Gov't Code, Chapter 783). Grant Recipienl agrees to adhere to
the administrative requirements and accounting principles and procedures required therein, utilize adequate internal
controls, and maintain necessary source documentation for all costs incurred under the award.
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request is not supported by sufficient documentation.

D. The Department will not reimburse Grant Recipient for any costs incurred either prior to the effective date of the
Agreement or after the termination or expiration date of the Agreement, unless otherwise stated herein or agreed to in
writing by the Department.

E. The Department will not make final payment to Grant Recipient until all reports, unexpended program income and

other deliverables required under the Agreement have been submitted to the Department in acceptable form.

SECTION 5. MATCHING AND COST SHARING REQUIREMENTS

Grant Recipient shall demonstrate to the satisfaction of the Department that it has complied with all matching and cost
sharing requirements, if any, of this Agreement. Requests for reimbursement will only be paid after Grant Recipient
provides documented minimum expenditure of matching funds in an amount proportionate to the reimbursement
request.

SBCTION 6. T'INANCIAL MANAGEMENT

A. Grant Recipient shall maintain a financial management system that meets the standards for fund control and
accountability as established in 2 CFR 200, Subpart D; the TxGMS; and this Agreement, as applicable, and that will
facilitate an effective audit in accordance with the Single Audit Act of 1984, as amended (31 U.S.C. $$7501-7507).
Grant Recipient agrees to keep all Project accounts and records that fully disclose the amount and disposition by Grant
Recipient of the proceeds of the award, the total cost of the Project in connection with which the award is given or
used, the amount or nature of that portion of the cost of the Project supplied by other sources, and such other financial
records pertinent to the Project. Grant Recipient's failure to comply with these requirements may result in termination
of the award.

B. Grant Recipient shall maintain a financial management system that provides:

(1) Accurate, current and complete disclosure of a[[ financial activities related to this Agreement, in
accordance with Generally Accepted Accounting Principles;

(2) Records that clearly identify the source and application of all funds used for the purposes described in the
Application, attached hereto and incorporated by reference as part ofthe Agreement for all purposes.
These records shall, at a minimum, contain information pertaining to Agreement awards and
authorizations, obligations, unobligated balances, assets, liabilities, outlays, and program income;

(3) Effective internal and accounting controls over all funds, property, and other assets. Grant Recipient shall
have in place a system for safeguarding all such assets and shall assure that such assets are used solely for
authorized purposes; and

(4) Accounting records that are supported by source documentation.

C. Grant Recipient shall ensure that the funds provided by the Department to Grant Recipient under this Agreement
are not misappropriated or misdirected to any other account, need, project, line-item, or uruelated activity.

D. In accordance with Article IX, Section 4.04 of the General Appropriations Act for the State Biennium for Fiscal
Year 2022-2023 C'GAA'), Grant Recipient shall further ensure that grant funds received under this Agreement will be
expended in a manner consistent with the limitations and reporting requirements established by GAA, Article IX, Part
2 (governing Provisions relating to the Position Classification Plan), Part 3 (governing Salary Administration and
Employment Provisions), and Part 5 (governing Travel Regulations); Texas Government Code, Sections 556.004,
.005, and .006; and Texas Government Code, Sections 2ll3.Ol2 and .101.

.1A\)
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SECTION 7. PITOCURBMENT STANI)ARDS

Grant Recipient shall procure property, supplies, equipment, and services with funds provided under this Agreement in
a manner consistent with (1) current Grant Program policy; (2) federal, state and local laws; (3) 2 CFR Part 200,
Subpart D; and (4) the TxGMS, as applicable. The Department assumes no responsibility for contractual and
administrative matters associated with Grant Recipient's procurement of such property, supplies, equipment, and
services. No provider ofproperty, supplies, equipment, and services to Grant Recipient shall be deemed a third-party
beneficiary of this Agreement.

SECTION 6. PROPERTY MANAGEN{ENT STANDARDS

Grant Recipient shall use and dispose of property in a manner consistent with 2 CFR Part 200, Subpart D, and the
TxGMS, as applicable, if such property has been fumished by the Department or acquired or improved in whole or in
part with federal or state funds or if the cost of such property was charged to a project supported by federal or state

funds.

SECTION 9. IIEPORTING REQUIREMENTS

A. Grant Recipient shall submit timely, complete, and accurate progress, performance, and financial reports in the
manner and form specified by the Department. These reports shall be submitted to the Department on a periodic basis,

as prescribed in Exhibit A, Award Specific Conditions.

B. Agreement obligations will remain in force until all final reports are reviewed and approved by the Department.
The final report shall include a comparison of actual expenditures with the budget line items shown in Exhibit B,
Project Budget.

C. Extensions to the reporting due dates prescribed in Exhibit A, Award Specific Conditions, may be granted by the
Department upon receipt of a written request from Grant Recipient.

D. Failure of Grantee to comply with any of the reporling requirements in this Agreement may result in: (i) the

revocation of a grant; (ii) withhotding of current or future payment requests submitted by the Grant Recipient; (iii)
requiring repayment of grant funds previously disbursed to Grant Recipient; (iv) a determination that Grant Recipient
is ineligible for future Grant Program funds; and/or initiate other remedies for noncompliance as appropriate and
permitted under this Agreement;2 CFR Part 200, Subpart D; or the TXGMS.

SECTION 10. ITBCOIID ITETENTION

A. Grant Recipient shall maintain and retain all financial and statistical records, performance records, supporting
documents, and all other records related, in any way, to this Agreement and award for a period of three (3) years from
closeout of the grant from the federal awarding agency to the Department. If any litigation, claim, audit,
administrative review or other action is initiated before the expiration of the record retention period, alt records and
supporting documents shall be retained until all issues and matters are resolved and final action taken.

B. The preceding record retention requirement is subject to the following exception: Records pertaining to
nonexpendable property acquired with award funds shall be retained for three (3) years after final disposition of such
property.

11
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C. The Department reserves the right to direct Grant Recipient to retain documents for a longer period of time or
transfer certain records to Department custody when it is determined the records possess longer term retention value.

D. Grant Recipient shall include the substance of this Section 10 in all subawards and subcontracts.
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SI'CTION 11. INSI'DCI'IONS AND MONITORING

A. Grant Recipient shall monitor the performance ofall activities undertaken pursuant to this Agreement to assure that
time schedules are being met, projected work and tasks are being accomplished and other performance goals are being
achieved. Grant Recipient is accountable to the Department forthe use ofthe grant funds provided and shall assure

the award is administered in compliance with all applicable requirements. Responsibilities include the accounting of
receipts and expenditures, cash management, maintaining adequate financial records, and refunding disallowed
expenditures.

B. Grant Recipient agrees to notify the Department in writing ofany circumstances or conditions that may negatively
affect or are negatively affecting program objectives or performance as soon as they are known. These conditions
include but are not limited to circumstances and problems that prevent the meeting of time schedules and goals or
preclude the attainment of Project work within established time periods. In its notification, Grant Recipient shall
include a statement ofthe action taken or contemplated by Grant Recipient to correct the problems and the time frame
within which corrective action will be taken.

C. Grant Recipient's progress will be monitored periodically by the Department to ensure that the Project goals,
objectives, performance requirements, timelines, milestone completion, budgets, and other related program criteria are
being met. Monitoring will be accomplished through a combination of office-based reviews and onsite monitoring
visits. Monitoring will involve the review and analysis of the financial, programmatic, performance and
administrative issues relative to each Grant Program and will identify areas where technical assistance and other
support may be needed.

D. The Department may, at any time, require that Grant Recipient provide such other information as is deemed
necessary by the Department to enable it to fully monitor the Agreement.

E. The Department may issue management decisions and may consider taking enforcement actions if noncompliance
is detected during audits, inspections, or monitoring reviews. The Department may require Grant Recipient to take
timely and appropriate action on all deficiencies pertaining to the award detected through audits, on-site reviews, and
other means. In response to audit deficiencies or other findings of noncompliance with this Agreement, the
Department may impose additional conditions on the use of funds to ensure future compliance. Failure of Grant
Recipient to take timely and appropriate action on all deficiencies may result in the withholding or suspension of funds
under the Agreement, termination of thc award, or any other remedy which may be available to the Department.

F. Grant Recipient understands and agrees that it shall repay funds disbursed to Grant Recipient under this Agreement
for disallowed costs identified through audits, inspections, or monitoring reviews, and the repayment of such
disallowed costs shall be paid by Grant Recipient from non-grant funds. Disallowed costs are those charges
determined to not be allowed in accordance with the applicable cost principles or other conditions contained in this
Agreement.

SI'CTION 12. AUDITS, INVESTIGATIONS AND ACCESS TO RECOITDS

A. Grant Recipient agrees to make available to the Department, any federal agency whose frrnds are expended in the
course of this Agreement, the Texas State Auditor's Office, any other appropriate unit or agency of the state or federal
government, and any of their duly authorized representatives, for purposes of audit and examination, all accounting
records, books, documents, files and other papers that are pertinent to the award as may be necessary to facilitate the
review and audit of Grant Recipient's operations, administration, receipt and use of funds under this award. Such
authority to audit and right to access shall continue as long as the records are retained by Grant Recipient. Grant
Recipient agrees to cooperate fully with such agencies in the conduct ofthe audit or investigation. Grant Recipient
shall ensure that the substance of this clause concerning the authority to audit funds and the requirement to cooperate
is included in all subawards and contracts it awards.
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B. When reasonable and practical to do so, the Department shall provide prior notice of all visits entailing inspections,
audits, and other reviews. However, the Department retains the right to make unannounced visits, inspections, and
audits as deemed necessary.

C. All audit reports shall be promptly delivered to Grant Recipient for review. Grant Recipient shall cooperate with
the Department to assure timely and appropriate resolution of audit findings and recommendations.

D. When audits disclose overpayments to Grant Recipient, the Department may, at its option, either require Grant
Recipient to repay the overpayment or deduct the amount of overpayment from monies due the Grant Recipient under
the Agreement. Any overpayments not repaid through actual repayment or by deduction within thirty (30) days of
notice to Grant Recipient shall be charged simple interest at ten percent (10%) per annum. The thirty (30) day notice
of repayment or deduction shall commence upon sending, either by United States Postal Service or electronic mail, of
written notice to Grant Recipient.

SECTION 13. AUDIT REQUIREMENTS

A. If Grant Recipient expends $750,000 or more during its fiscal year in federal awards, Grant Recipient must have a
single or program-specific audit conducted for that year in accordance with applicable federal laws and regulations,
including 2 CFR Part 200, Subpart F.

B. AII audits shall be conducted in accordance with the Generally Accepted Government Auditing Standards.

C. If Grant Recipient has a financial audit performed during the term of this Agreement, Grant Recipient shall provide
to the Department, upon request, information about the audit or information regarding where the audit report can be
publicly viewed, including the audit transmittal letter, management letter, and any schedules in which award funds are

included.

D. Failure to comply with audit requirements may adversely affect this award, other grant agreements between Grant
Recipient and the Department, and future awards to Grant Recipient.

A. Any alterations, additions, or deletions to the terms of this Agreement shall be by amendment in writing and
executed by the parties to the Agreement.

B. Amendments will generally be required when any of the following are anticipated: (1) a change to the scope,
Iocation, or objectives of the Project, including purpose or beneficiaries; (2) revision to Exhibit B, Project Budget,
including budget category expenditure variances and transfer of expenditures to an unbudgeted line item; and (3) a
need to extend the availability of grant funds or Performance Period.

C. A request for modification or amendment to the Agreement shall be submitted to the Department in writing,
including an explanation orjustification for the request, no later than thirty (30) days prior to the end of the agreement
term. A request for an extension must be supported by documentation of extenuating or unforeseeable circumstances
beyond Grant Recipient's control which prevented completion of the Project within the agreement term and include a
revised performance plan and schedule showing when major milestones will be completed for each activity. Requests
may be submitted to the Department for approval less than thirty (30) days prior to the end of the agreement term but
only for good cause as determined by the Department based on the justification submitted with the request.

D. Such amendments shall not invalidate the Agreement, nor relieve or release the Department or Grant Recipient
from its obligations under the Agreement except as specifically set out therein.

E. Any alterations, additions, or deletions to the terms of this Agreement which are required by changes in Federal or

\,F D
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State laws or regulations are automatically incorporated into this Agreement without written amendment and shall

become effective on the date designated by such law or regulation.

SIiCTION 15. INDEMNIITICATION

A. To the extent allowed by law and the Constitution of the State ofTexas, Grant Recipient and the Department shall
each be responsible for the acts or omissions of their rcspective agents and employees.

B. Grant Recipient shall, to the extent attowed by law and the Constitution of the State ofTexas, indemnify and hold
harmless the Department, its officers, agents, employees and representatives from any and all liability, actions, claims,
demands or suits, and all related costs, attorney fees and expenses arising out of or related to (1) the work, services, or
materials provided under this Agreement; (2) any failure of Grant Recipient to perform its obligations under this
Agreement; or (3) any improper or deficient performance of such contractual obligations. The Department shall not be

responsible or liable for any damage to property or any injury to persons that may arise from, or be incident to,
performance or compliance with this Agreement.

C. This Section l5shall survive the expiration or termination of the Agreement.

SI]CTION 16. A\\TAIID CLOSEOUT

A. Closeout of the award shall be based upon a determination that all applicable administrative actions and all required
Project-related activities have been completed in accordance with the Application, the terms of this Agreement and all
applicable laws and regulations.

B. Upon the Department's review ofall financial, performance, and other required reports, the Department may make
upward or downward adjustments to the allowable costs, within the limits of the grant amount, on the basis of the
information contained in the reports.

D. Any award funds not expended by Grant Recipient in conjunction with the Project prior to the end of the term of
the Agreement, including any authorized extensions, shall be forfeited.

SECTION 17. SUSPI'NSION AND TERNIINATION

A. Termination for Cause: If the Department determines that Grant Recipient has committed a material breach or
default of any covenant, obligation or other agreement under this Agreement; failed to fulfill or perform any obligation
under this Agreement; or failed to comply with any of the terms or conditions of this Agreement, in whole or in part,
and such breach, default or failure is not cured within fourteen (14) days after the Department's notice or such longer
period as the Department may specify in such notice, the Department may place Grant Recipient in default status and
take any or all of the following actions:

(1) Suspend activities under the Agreement upon thirty (30) days advance written notice by the Department
and withhold further payments. The notice ofsuspension shall state the reason for the action, the effective
date ofthe suspension, the corrective action that must be taken and the time period during which the
corrective action must be accomplished.

L\,P
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C. Regardless of whether audits were conducted during the term of the Agreement, a final financial and compliance
audit may be initiated up to three (3) years after the Agreement completion date beginning with the date Grant
Recipient submits the final reports.
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(2) Terminate the Agreement for cause, in whole or in part, upon thirty (30) days advance written notice by
the Department. The notice of termination shall state the reason for the action, the effective date ofthe
termination and the closeout procedures to be followed. As ofthe effective date of a termination for
cause, Grant Recipient shall immediately cease incurring additional obligations of award funds. Grant
Recipient shall have no right to utilize award funds to pay any costs incurred after the effective date of a

termination for cause.

(3) Terminate the Agreement for cause, in whole or in part, immediately effective upon notice, whenever the
Department determines that Grant Recipient has jeopardized the safety and welfare of the public,
materially failed to comply with the terms and conditions of the Agreement, or whenever the fiscal or
programmatic integrity of the Agreement has been compromised. The notice of termination pursuant to
this provision shall state the reason for the action, the effective date ofthe termination and closeout
procedures to be followed. As ofthe effective date ofsuch a termination for cause, Grant Recipient shall
immediately cease incurring additional obligations ofaward funds. Grant Recipient shall have no right to
utilize award funds to pay any costs incurred after the effective date of the termination.

(4) Invoke any other remedy or remedies that may be legally available.

B. Termination for Convenience: Either party may terminate this Agreement at any time for convenience by providing
a written notice to the other party at least thirty (30) days in advance of the intended date of termination.

C. Mutual Termination: This Agreement may be terminated immediately upon mutual written consent of the parties or
at such other time as the Parties may agree in the written consent.

D. Effect of Termination: Upon receiving a notice of termination of this Agreement, Grant Recipient shall
immediately cease all activities under this Agreement unless the Department expressly directs otherwise. Each party
shall be released from all obligations to the other party arising after the date of the termination or expiration, except for
those that by their terms survive such termination or expiration.

SECTION 18. CORRECTTVE ACTIONS/RDMEDIES FOR NONCOMPLIANCE

A. In addition to any other rights or remedies available at law or in equity, if Grant Recipient fails to comply with any
term, condition, requirement, or provision of this Agreement, in whole or in part, the Department may take one or
more of the following actions:

(1) Temporarily withhold payment of funds pending correction of the default by Grant Recipient;

(2) Disallow all or part of the cost of the noncompliant activity or action and reduce the Grant Award by such
amount;

(3) Wholly or partially suspend or terminate the award and this Agreement as provided in this Agreement;
(4) Withhold further awards to Grant Recipient;

(5) Require Grant Recipient to repay award funds that the Department determines were not expended in
compliance with this Agreement or any applicable statutes or regulations;

(6) Impose an administrative penalty which results in a reduction of the budget line item for grant
administration; or

(7) Invoke any other remedy or remedies that may be legally available.

B. Failure to comply with any terms of this Agreement include, but are not limited to, the following:
(1) Failure to comply with any of the rules, regulations or provisions referred to herein, or such statutes,

regulations, executive orders, and guidelines, policies or directives as may become applicable at any time;
(2) Failure, for any reason, of Grant Recipient to fulfill in a timely and proper manner its obligations under

. this Agreement;
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(3) Ineffective or improper use of funds provided under this Agreement; or

(4) Submission by Grant Recipient to the Departrnent reports that are incorrect or incomplete in any material
respect.

C. The Department reserves the right to immediately cancel this Agreement, in whole or in part, without penalty and
without an opportunity for Grant Recipient to cure if:

(1) award funds are misused;

(2) Grant Recipient commits fraud through intentional, reckless or grossly negligent conduct; or

(3) Grant Recipient knowingly made any false statements or misrepresentations in the Application or any
certification, report or other information submitted to the Department under this Agreement.

D. In the case of a cancellation, suspension or termination, monies already received by Grant Recipient under this
Agreement may be owed back to the Departrnent and the Department may also declare Grant Recipient ineligible to
receive any further awards untiI the entire obligation has been repaid to the Department.

SECTION T9. ASSIGNABILITY OF AGREEMENT, SUCCESSORS IN INTEREST

A. Grant Reci ient shall not assi or transfer this A reement, or an t thereof without rior written consent o
Department. Any such assignment or transfer, if approved, is subject to such conditions and provisions required by the

a men o approval by the Department of any assignment or transfer shall be deemed to create any obligation of
the Department in addition to those set forth is this Agreement.

B. The provisions of this Agreement shall be binding upon and inure to the benefit of the parties, their respective
representatives, successors and permitted assigns.

SECl'ION 20. SUBAWARDS/SUIJCONTRACTS

A. Approvals: Whenever Grant Recipient intends to subcontract any work or services under this Agreement, Grant
Recipient shall not enter into any contracts with any agency or individual in the performance of this Agreement
without the written consent of the Department prior to the execution of such contract. It is understood that consent of
the Department to subcontract in no way relieves Grant Recipient of any of its duties or obligations under this
Agreement nor precludes the Department from taking any action which may be available to it under this Agreement or
otherwise in law.

B. Monitoring: Grant Recipient shall monitor all work and services onaregularbasis to assure they are carried out in
accordance with this Agreement. Results of monitoring efforts shall be summarized in written reports and supported
with documented evidence of follow-up actions taken to correct areas of noncompliance.

C. Content: With any subgrantee or subcontractor, Grant Recipient must have a written contract that complies with
applicable requirements and regulations. All work or services covered under this Agreement which is contracted by
Grant Recipient sha[[ be subject to all provisions of this Agreement. Grant Recipient shall cause all of the provisions
of this Agreement in its entirety to be included in and made a part of any subcontract executed in the performance of
this Agreement.

D. Selection Process: Grant Recipient shall undertake to ensure that all subcontracts let in the performance of this
Agreement shall be awarded on a fair and open competition basis in accordance with applicable procurement
requirements. Executed copies of all subcontracts shall be maintained in Grant Recipient's files along with
documentation concerning the selection process and made available upon request.

SE,CTION 21. COPYI{IGH'I'S
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Grant Recipient may exercise its rights to ownership of materials developed during the course of a grant-supported
project by copyrighting the materials. However, Grant Recipient (and all subgrantees) must grant to the Department
and to the federal agency providing the funds (as applicable), for governmental purposes, a royalty-free, non-exclusive
and irrevocable license to reproduce, publish, or otherwise use these materials and to authorize others to do so. This
Iicense to the Department covers any and all materials developed and other deliverables underthe Agreement. The
license to the Department does not preclude Grant Recipient from exercising its right of ownership of the materials or
prevent Grant Recipient from selling or Iicensing the materials. Ifthe materials are to be licensed or sold by Grant
Recipient, then the net proceeds constitute program income as defined, and the funds must be treated accordingly as

defined by regulations and published Grant Program guidance.

SECTION 22. INDEPENDENT CONTRACTOR

Nothing contained in this Agreement is intended to or shall be construed in any manner as creating or establishing the
relationship of employer/employee between Grant Recipient and the Department. Grant Recipient shall at all times
remain an "independent contractor" with respect to the work and services to be performed under this Agreement.

SECTION 23. CONFLICT OF INTERDST

A. In the administration ofthe award, the performance ofactivities under the Agreement, and the procurement of
supplies, equipment, construction and services, Grant Recipient shall comply with all conflict-of-interest prohibitions
and disclosure requirements required by applicable law, rules and policies, including 2 CFR $S200.317-200.319 and
Chapter 176 ofthe Texas Local Government Code. Ifcircumstances arise during the course of the Agreement that
constitute a conflict of interest, actual or potential, or reasonably creates an appearance of impropriety, Grant Recipient
shall promptly notify the Department.

B. Grant Recipient shall maintain a written code or standards of conduct that shall govem the performance of its
officers, employees or agents engaged in the award and administration of contracts/agreements supported by award
funds, which includes the following:

(1) No employee, officer or agent of Grant Recipient shall participate in the selection, or in the award, or
administration of, a contract/agreement supported by award funds if a conflict of interest, real or apparent,
would be involved.

(2) Grant Recipient shall not assign an employee to the Project if the employee:

a. owns an interest in or is an officer or employee of a third-party business entity that has or may
have an agreement with Grant Recipient relating to the Project;

b. has a direct or indirect financial interest in the outcome of the Project; or

c. has performed services regarding the subject matter of the Project for an entity that has a direct or
indirect financial interest in the outcome of the Project.

(3) Grant Recipient will maintain safeguards to address and prevent any organizational conflict of interest, and
also to prohibit employees from using their positions in any manner that poses, or appears to pose, a
personal or financial conJlict of interest, or personal gain.

C. Crant Recipient shall include in all subawards and subcontracts any necessary provisions to eliminate or neutralize
conflicts of interest.

SECTION 24. SEVERABILITY

The Parties agree that if any term or provision of this Agreement is declared by a court of competent jurisdiction to be
illegal or in conflict with any law, the validity of the remaining terms and provisions shall not be affeited, and the
rights and obligations of the Parties shall be construed and enforced as if the Agreement did not contain the particular
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term or provision held to be invalid. This Section 24 shall survive expiration or termination of this Agreement.

SECTION 25. PUBLIC/CONFIDI'NTIAL INFOITMATION

A. Public Information: Grant Recipient understands that the Department will comply with the Texas Public
Information Act, Chapter 552 of the Texas Government Code ("PIA"). Information, documentation, and other
material in connection with this Agreement and award may be subject to public disclosure pursuant to the PIA. Grant
Recipient is required to make any information created or exchanged with the Department pursuant to this Agreement,
and not otherwise excepted from disclosure under thc PIA, available in a format that is accessible by the public.

B. Client Data and Other Sensitive Information: Grant Recipient is required to maintain data demonstrating client
eligibility for activities provided under this Agreement. Such data may include, but not be limited to, client name,
address, income level or other basis for determining eligibility, and description of activities provided. Grant Recipient
must comply with 2 CFR $200.303 and take reasonable measures to safeguard protected personally identifiable
information, as defined in 2 CFR $200.82, and other information Grant Recipient considers sensitive consistent with
applicable federal, state, local, and triba[ [aws regarding privacy and obligations of confidentiality.

SECTION 26. WAIVER

The Parties expressly agrse that no provision of the award or Agreement is in any way intended to constitute a waiver
by the Department or the State of Texas of any immunities from suit or from liability that the Department or the State
of Texas may have by operation of law. Any right or remedy provided for in this Agreement shall not preclude the
exercise of any other right or remedy under the Agreement or under any provision of law, nor shall any action taken by
the Department in the exercise of any right or remedy be deemed a waiver of any other rights or remedies. The
Department's failure to act with respect to a breach by Grant Recipient does not waive its right to act with respect to
subsequent or similar breaches. The failure of the Department to exercise or enforce any right or provision shall not
constitute a waiver of such right or provision.

SECTION 27. GOVERNING LAW AND VIINUE

This Agreement shall be governed by and construed in accordance with the laws of the State of Texas, without regard
to the conflicts oflaw provisions. The venue ofany suit arising under this Agreement is fixed in any court of
competent jurisdiction ofTravis County, Texas, unless the specific venue is otherwise identified in a statute that
directly names or otherwise identifies its applicability to the contracting state agency.

SECTION 28. ORAL AND WRITTEN AGITEEMEN'I'S

All oral and written agreements between the Parties relating to the subject matter of this Agreement that were made
prior to the execution of this Agreement have been reduced to writing and are contained in this Agreement.

SECTION 29. EXI'CUTION OF AGRI]EMIINT

This Agreement is effective as of the date signed by the Texas Agriculture Commissioner or by his authorized
designee.

5\-0
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Exhibit D

Certitications and Assurances - CDBG Grant

By signature hereon, Grant Recipient hereby certifies and assures, with respect to this award and performing its
responsibilities under this Agreement, that it will comply with all applicable laws, regulations, executive orders,
policies, guidelines and requirements.

I . LEGAL AUTHORITY Grant Recipient represents that it possesses legal authority to enter into the agreement,
including all understandings and assurances contained therein. A resolution, motion or other similar action has been
duly adopted or passed as an official act of Grant Recipient's governing body, directing and authorizing the person
identified as the official representative, or the designee of Grant Recipient, to act in connection with the Agreement, to
provide such additional information as may be required, to sign and execute the Agreement on behalf of Grant
Recipient, and to validly and legally bind Grant Recipient to all of its terms, performances, and provisions.

2. AFFIRM - Grant Recipient certifies that it will comply with the Fair
Housing Act, as amended (42 U.S.C. $$3601 et seq.), and implementing regulations at 24 Cm Part 100, and that it
will affirmatively further fair housing as specified by the Department.

3. ANTI-LOBBYING - Grant Recipient certifies that no federal appropriated funds have been paid or will be paid to
any person or organization for influencing or attempting to influence an officer or employee of any agency, a member
of Congress, an officer or employee of Congress, or an employee of a member of Congress on its behalf to obtain,
extend, or modify this agreement or grant. If non-federal funds are used by Grant Recipient to conduct such lobbying
activities, Grant Recipient shall promptly file the prescribed disclosure form. In accordance with 3l U.S.C. $1352(b)
(5), Grant Recipient acknowledges and agrees that it is responsible for ensuring that each subrecipient and
subcontractor certifies its compliance with the expenditure prohibition and the declaration requirement.

4. CHILD SUPPORT PAYMENTS - Grant Recipient represents and warrants that it will include the following clause
in the award documents for every subaward and subcontract and will require subrecipients and subcontractors to
certify accordingly: "Under Section 231.006 ofthe Texas Family Code, the vendor or applicant certifies that the
individual or business entity named in this contract, bid or application is not ineligible to receive the specified grant,
loan, or payment and acknowledges that this contract may be terminated and payment may be withheld if this
certification is inaccurate. A bid or an application for a contract, grant, or loan paid from state funds must include the
name and social security number of the individual or sole proprietor and each partner, shareholder, or owner with an

ownership interest of at least 25 percent of the business entity submitting the bid or application."

5. CITIZEN PARTICIPATION - Grant Recipient certifies it is in full compliance and following a detailed citizen
participation plan that satisfies the requirements of 24 CFR $91.105.

6. CLEAN AIR AND WATER POLLUTION CONTROL - Grant Recipient represents and warrants that it will
comply with all applicable standards, orders or regulations issued pursuant to the Clean Air Act (42 U.S.C. $$7401-
7671q) and the Federal Water Pollution Control Act, as amended (33 U.S.C. $$1251-1387). Violations must be
reported to the Regional Office of the Environmental Protection Agency (EPA).

7. CONSERVATION - Grant Recipient represents and warants that it will comply with the Wild and Scenic Rivers
Act of 1968 ( l6 U.S.C. $$1271 et seq.), related to protecting components or potential components of the national wild
and scenic river system.

8. CONTRACT OVERSIGHT - Grant Recipient represents and warrants that it will maintain oversight to ensure that
all terms, conditions, and requirements of the agreement, including these certifications and assurances, are met and
that contractors perform in accordance with the terms, conditions, and specifications of their contracts or purchase
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orders.

9. COMPLIANCE WITH LAWS. RULES AN'D REOUIREMENTS - Grant Recipient represents and warrants that it
will comply and assure the compliance of all its subrecipients and contractors, with all award requirements imposed by
applicable federal and state laws, rules, regulations, and policies in effect or hereafter established. In addition, Grant
Recipient represents and warrants that it will comply with atl requirements imposed by the Department concerning
special requirements of law, program requirements, and other administrative requirements. In instances where
multiple requirements apply to Grant Recipient, the more restrictive requirement applies.

10. CYBERSECURITY TRAINING (Local Government System) - Grant Recipient represents and warrants its
compliance with Section 2054.5191 of the Texas Government Code relating to the cybersecurity training program for
local government employees who have access to a local government computer system or database.

11. DEBARMENT AND SUSPENSION - Grant Recipient certifies that it and its principals are not suspended or
debarred from doing business with the state or federal government as listed on the State ofTexas Debarred Vendor
List maintained by the Texas Comptroller of Public Accounts and the System for Award Management (SAM)
maintained by the United States General Services Administration.

13. S E PROTECTIONS R TI Grant Recipient
represents and warrants that it will comply with Section 2252.906 of the Texas Government Code, relating to
disclosure protections for certain charitable organizations, charitable trusts, and private foundations.

14. DISCRIMINATION PROHIBITED - In accordance with Section 2105.0M of the Texas Government Code,
Grant Recipient represents and affirms that it will not use block grant funds in a manner that discriminates on the basis
of race, color, national origin, sex, or religion.

15. DISPLACED PERSONS - Grant Recipient certifies that it will minimize displacement of persons as a result of
activities performed under this award and that it will comply with requirements of the provisions of the Uniform
Relocation Assistance and Rea[ Property Acquisition Policies Act (42 U.S.C. $$4601 - 4655) and implementing
regulations at 49 CFR Part 24 and 24 CFR Part 42, Subpart A, which provide for fair and equitable treatment of
persons displaced as a result offederal and federally-assisted programs. Grant Recipient fu(her certifies that it has in
effect and is following a residential anti-displacement and relocation assistance plan required under Section 104(d) of
the Housing and Community Development Actof 1974, as amended, in connection with any activity assisted with
grant funds.

i6. DISPUTE RESOLTITION - The dispute resolution process provided in Chapter 2009 of the Texas Government
Code is available to the parties to resolve any dispute arising under the Agreement.

17. DRUG-FREE WORKPLACE - Grant Recipient represents and affirms that it shall comply with the applicable
provisions of the Drug-Free Work Place Act of 1988 and maintain a drug-free work environment.

18 IRONM - Grant Recipient certifies it will comply with environmental requirements
ofthe National Environmental Poticy Act (42 U.S.C. $$4321 et seq.) aod, related Federal authorities, including
notification of violating facilities pursuant to Executive Order No. I1738.

lo EMPLOYMENT Except as otherwise provided under 4l CFR Part 60, all contracts
that meet the definition of "federally assisted construction contract" in 4l CFR Part 60-1.3 must include the equal
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12. DISCLOSURE OF VIOLATIONS OF FEDERAL CRIMINAL LAW - rant Recipient represents and warrants its
compliance with 2 CFR $200.1 13, which requires the disclosure in writing of violations of federal criminal law
involving fraud, bribery, and gratuity violations potentially affecting the award and the reporting of certain civil,
criminal, or administrative proceedings to SAM.
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opportunity clause provided under 4l CFR Part 60-1.4(b), in accordance with Executive Order No. 11246, "Equal
Employment Opportunity," as amended by Executive Order No. 11375, "Amending Executive Order 11246 Relating
to Equal Employment Opportunity," and implementing regulations at 41 CFR Part 60, "Office of Federal Contract
Compliance Programs, Equal Employment Opportunity, Department of Labor."

Crant Recipient hereby agrees that it will incorporate or cause to be incorporated into any contract for construction
work, or modification thereof, as defined in the regulations of the U.S. Secretary of Labor at 4l CFR Chapter 60,
which is paid for in whole or in part with federal funds pursuant to a grant, contract, loan, insurance, or guarantee, or
undertaken pursuant to any program involving such grant, contract, loan, insurance, or guarantee, the equal
opportunity clause provided under 41 CFR Part 60-1.4(b).

20. EXCESSIVE FORCE - It has adopted and is enforcing a policy prohibiting the use of excessive force by law
enforcement agencies within its jurisdiction against any individuals engaged in non-violent civil rights demonstrations,
and a policy of enforcing applicable state and local laws against physically baring entrance to or exit from a facility or
location which is the subject ofsuch non-violent civil rights demonstrations within its jurisdiction.

22. FAIRLABOR STANDARDS Grant Recipient certifies that it will comply with the minimum wage and

maximum hours provisions ofthe Federal Fair Labor Standards Act (29 U.S.C. $$201 - 219) and the
Intergovernmental Personnel Act of 1970, as applicable.

23 BILITY AND - Grant Recipient represents and affirms
that it will comply with the Federal Funding Accountability and Transparency Act, as amended, requiring recipients
and subrecipients of federal financial assistance to obtain a Unique Entity Identifier (UEI) number and will report the
UEI number to the grantor as a condition of receiving a federal grant or award. Furthermore, Grant Recipient must be

registered in the federal SAM and continue to maintain an active SAM registration with current information at all
times during which the term of this award is in effect. Furthermore, no contract, award, subgrant will be made by
Grant Recipient to another party if said party is listed in the Excluded Parties List System in the federal SAM.

24. FLOOD INSURANCE - Grant Recipient represents and warrants that it will comply with the flood insurance
purchase requirements of Section 102(a) ofthe Flood Disaster Protection Act (42 U.S.C. $4001 et seq), which requires
recipients in a special flood hazard area to participate in the program and to purchase flood insurance if the total cost
of insurable construction and acquisition is $10,000 or more.

25. HISTORIC PRESERVATION - Grant Recipient assures compliance with Section 106 of the National Historic
Preservation Act of 1966, as amended (16 USC $470f), Executive Order No. 11593, and the Archeological and
Historical Preservation Act of 1974 (54 USC $$312501 - 312508).

26. LEAD-BASED PAINT - Grant Recipient represents and warrants that it will comply with the Lead-Based Paint
Poisoning Prevention Act (42 U.S.C. $$4801 et seq.), which prohibits the use of lead-based paint in construction or
rehabilitation of residence structures, and the implementing regulations at 24 CFR Part 35.

27. NONDISCRIMINATION - Grant Recipient certifies that it will comply with all state and federal statutes relating
to nondiscrimination, including the following:
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21. EXCLUDED PARTIES - Grant Recipient certifies that it is not listed in the prohibited vendors list authorized by
Executive Order No. 13224, "Blocking Property and Prohibiting Transactions with Persons Who Commit, Threaten to

Commit, or Support Terrorism," published by the United States Department of the Treasury, Office of Foreign Assets

Control.



The Civil Rights Act of 1964, as amended (42 U.S.C. gg2000d er seq.);

Section 504 of the Rehabilitation Act of 1973 (29 U.S.C. $794);
The Americans with Disabilities Act of 1990(42U.S.C. $$12101 atseq.); and

The Age Discrimination Act of 1975 (42 U.S.C. $$6101 etseq.).

Agreement Number: CRC23-052 I
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29. POLITICAL ACTIVITY - Grant Recipient certifies that it will comply with provisions of federal law which limit
certain political activities of employees whose principal employment is in connection with an activity financed in
whole or in part by federal funds (5 U.S.C. $ 1501 er seq.).

30. REPORTING SUSPECTED FRAUD AND UNLAWFUL CONDUCT - Grant Recipient represents and warrants
that it will comply with Section 321.O22 of the Texas Government Code, which requires that suspected fraud and
unlawful conduct be reported to the Texas State Auditor's Office.

31. SECTION 3 - Grant Recipient certifies that it will comply with Section 3 of the Housing and Urban Development
Act of 1968 and implementing regulations at24 CFRPartT5, which require that employment and other economic
opportunities arising in connection with housing rehabilitation, housing construction, or other public construction
projects shall, to the greatest extent feasible, and consistent with existing Federal, State, and local laws and
regulations, be given to [ow- and very low-income persons.

32. SPECIAL ASSESSMENTS Grant Recipient represents and warrants that it will not attempt to recover any
capital costs of public improvements assisted in whole or part with grant funds by assessing any amount against
properties owned and occupied by persons of low and moderate income, including any fee charged or assessment
made as a condition of obtaining access to such public improvements, unless (a) such funds are used to pay the
proportion of such fee or assessment that relates to the capital costs of such public improvements that are financed
from other revenue sources; or (b) for purposes of assessing any amount against properties owned and occupied by
persons of moderate income, the jurisdiction certifies that it lacks sufficient grant funds to comply with the
requirements of subclause (a).

33. CHANGE IN LAW AND COMPLIANCE WITH LAWS --Any alterations, additions, or deletions to the terms of
the Agreement that are required by changes in federal or state law or regulations are automatically incorporated into
the Agreement without written amendment hereto, and shall become effective on the date dssignated by such law or by
regulation. Grant Recipient shall comply with all laws, regulations, requirements and guidelines applicable to a vendor
providing services and products required by the Agreement to the State of Texas, as these laws, regulations,
requirements and guidelines currently exist and as amended throughout the term of the Agreement. The Department
reserves the right, in its sole discretion, to unilaterally amend the Agreement prior to award and throughout the term of
the Agreement to incorporate any modifications necessary for the Department's compliance, as an agency of tho State
of Texas, with all applicable state and federal laws, regulations, requirements and guidelines.

Failure to comply with applicable assurances may result in the withholding or suspension of funds, termination of the
award, or other available remedies, and Grant Recipient may be ineligible for future awards if the Department
determines that any of the following has occurred: (1) Grant Recipient has made false certification, or (2) Grant
Recipient violated the certification by failing to caffy out the requirements as noted above.

Failure to comply with applicable assurances may result in the withholding or suspension of grant funds, termination
of the award, or other available remedies, and Grant Recipient may be ineligible for future awards if the Department
determines that any ofthe following has occurred: (i) Grant Recipient has made false certification, or (2) Grant
Recipient violated the certification by failing to carry out the requirements as noted above.
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28. OPEN MEETINCS - If Grant Recipient is a governmental entity, Crant Recipient represents and affirms that it
will comply with Texas Government Code, Chapter 55 l, which requires all regular, special or called meetings of a
governmental body to be open to the public, except as otherwise provided by law or specifically permitted in the Texas
Constitution.
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INTRODUCTI()N
The Comptroller of Publia Accounts Statewide Procurement Divi-

sion (SPD) publishes the Texas Grant Management Standards

(TXGMS), developed under the authority of Chapter 783 of the

Texas Government Code, to promote the efficient use of public

funds in local government and in programs requiring cooperation

among local, state, and federalagenciesi

TxGMS, as required by Chapter 783 ofthe Texas Government Code,

includes (1) uniform and concise language for any assurances that

a local government is required to make to a state agency and (2)

a compilation of standard financial management conditions that

comprise qenerally applicable policies and procedures for the

accounting, reporting, and management of funds that state agen-

cies require local governments to follow in the administration of

grants and contracts.2 The term "assurance" relers to a statement

of compliance with federal or state law that is required of a Iocal

government as a condition for the receipt of grant or contract

funds.3

TxGMS applies only to transactions subject to Chapter 783 of the

Texas Government Code. Accordingly, TxGIVS is not an exhaustive

compilation of every statute, rule, and policy that may pertain to

a particular grant. Although TXGMS provides Uniform Assurances

and standard Financial Management Conditions, TxGMS does not

provide step-by-step guidan€e to aqencies for general grant man-

agement.

The term "grant program manager" as used in TXGMS refers to

any state agency personnel who are involved in the administra-

tion of grant programs. 6rant proqram managers are expected

to have a practical understanding of the fundamental aspects of

grant management and be familiar with the associated terminol-

ogy. Certain key concepts and policies for grants and contracts,

therefore, are provided only for the limited purpose of facilitating

the use of TxGlylS. Legal citations are included throughout TxGMS

to provide assistance to the reader Also, 6 list of acronyms and

abbreviations, a glossary of terms, and ddditional resources are

provided in Aooendix 1, Apoendix 2, and Aopendix 3, respectively.

TXGMS is not legal advice. Agencies are expected to be knowl-

edgeable about legal requirements within their enabling statutes

and dny state or federal law associated with their operations.

Grant program managers are advised lo seek assistance from their
agency legal counsel to ensure compliance with applicable state

STATEWIDE PROCUREMENT D IVIS ION

and federal law as well as the best practices implemented by their

agency.

TxGf,,l5 (version 2.0) applies to grants and contracts that begin on

or after October 1, 2024. lf a state agency adds funds to a grant

that existed before September 1, 2025, TXGMS {version 2.0) will

apply to it from that point forward, unless the state agency specifi-

cally indicates that Tx6t\4S lversion 2.0) will not apply. TxGlvlS may

also be applied to grants and contracts by agreement between

the parties.

TxGMS superseded the Stote of Texos Unitorn Gront Monoqenent

Slordords (UGMS) issued by the former Texas Procurement and

Support Services rIPASS) division of the Comptroller SPD is the

successor to TPASS. Consequently, any reference to TPASS in

forms, templates, or other publications held by a state agency is

now a reference to 5PD. All published materials and informal guid-

ance issued by TPASS are no longer current, and state agencies

are directed to update and, as applicable, replace the outdated

materials with the current SPD documents.

ln January 2021, TXGMS was first published as Version 1.0. Modi-

tications made to these standards are described in the Version

History in each subsequent edition. A current version of TxGL4S is

maintained by SPD and is available on the Comptroller's websile.a

The Compuoller's website is located at co mptroller,texas.Eou
rEx. GovTcoDE s5 783.0 02, 783.004.
TEX. GoW CoDE Sg 783.003, 783.005-006.

TEX. GoVT C00E 5 783.003.

Texas Grant Management Standards - Version Z.O | 1
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BACKGROUND
The Uniform Grant and Contract l\,lanagement Act was enacted in
'1981 and codified in'1991 as Chapter 783 ofthe Texas Government

Code. Ihe Unifom Gront Monogement Stondords (UG[45), farst

published by the Office ol the Governor in June 1982, addressed

the U.5. Office of Management and Eudget (OMB) Circulars Ai02
(Grants and Cooperative Agreements With State and Local Gov-

ernments), A-87lCost Principles for State, Local and lndian Tribdl

Governments), and A-128 (Audits of State and Local Governments).

The UGMS were periodically modified over the years for consis-

tency with various OMB circulars and conformance with state law

and practices.

The administration of the Uniform Grdnt and Contract Manage-

ment Act transferred from the office ofthe Governor to the Comp-

troller in 2011. ln 2014, the OIVlB streamlined the requirements of

eight circulars into one consolidated set of federal guidance titled

"Uniform Administrative Requirements, Cost Principles and Audit

Requirements for Federal Awards" commonly referred to as the

Unifotn Guidqnce. For federal grant programs governed by 2
CFR Part 200. TxGMS incorporates the Unliorn Guidonce atd lhe

implementinq regulations of the Federal agencies. TXGMS {ver
sion 2.0) incorporates substantive changes to 2 CFR Part 200 that

went into effect October 1, 2024.

SCOPE

Applicability to Certain Transactions

State agencies, unless specifically excluded by statute,5 are

required to use the Uniform Assurances and the Standard Finan-

cial ManagementConditions, developed underChapterTS3of the

Texas Government Code, in their grants and contracts with Iocal

governments.6 For purposes of Chapter 783 of the Texas Govern-

ment Code, a "state agency" is a state board, commission, depart-

ment, or office having statewide jurisdiction, but does not include

a state college or university.T The term "local government" refers

to a municipality. county, or other political subdivision of the state,

bul does not include a school district or other special-purpose

district.3

ChapterTS3 oftheTexas Government code, by its terms, does not

apply to all grant progrdms. Howeve( compliance with all or part

of Chapter 783 of the Texas Government Code may be mandated

by other state law. Chapter 2105 of the Texas Government Code,

for instance, states that "Chapter 783 applies to agencies and pro-

viders for the purpose of block grant administration."e

Care should be taken when construing a statute to determine the

particular entities and types of transactions governed by Chapter

783 of the Texas Government Code because the defined terms

of various statutes may not be consistent.ro By way of example,

the definition for "agency" found in Chapter 2105 of the Texas

Government Code is not the same as the "state agency" defini-

5 For example, see Section 15.008 of the Texas Water Code that prcvides: 'Ihe law

regard;ng unifom grants and contract management, Chapter 783, Govemment

Code, does not apply to a contract under Slbchapter F, H, l, K, or g or to a

contractrclatingto an econonically distressed area or nonbordercolonia under

Sobcha pter C.' Simila y, Sectjon 231.002(c) of the Texas FamilyCode pDvides:

'The agreements o. conuacls between the [Tiie lV'D agency] and other state

agencies or politica I subd ivisions ofthis oranotherstate, includinga consoni0m

ofmultjple states, and agreements o. conuacts with vendors torthe delivery of
piogram sewices are not slbjectto Chapler TTl or 783, Government Code.'

6 TEX. GorICoDE 5 783.007(a).
, TEX. GoWCoDE S 783.003.
r TEX. GolrTCoDE 5 783.003.
, TEX. GoVTCoDE S 2105.008.
to Forexample, Section 32.045(c) oltie Texas Health and Salety Code plovides in

pertinentpa(:'A grantawalded underthis seclion is govemed byChapter 783,

Govemment Code, and rules adopted under that chapter.' Some statutes, on the

other hand, only applythe cost provisions. For instance. Section 7.067(c) ofthe

Texas \4/ater Code requires that'Money used lor administrative costs underthis

subsection mustbe used in accodance with Chapter 783, GovemmentCode.'

2 Texas Grant Management Standards - Version 2.0
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tion from Chapter 783 of the Texas Government Code.lr Likewise,

a "provider" for administering state block grantsr2 comprises a

larger number of entities than the local governments identifjed in

chapter 783 of the Texas Government code.13

TXGMS, which includes the Uniform Assurances and the

Standard Financial Management Conditions, may not apply to

every state agency grant program or public sector financial

assistance programs. TXGMS applies to state grants that are

mdde to local governments (per Government Code Chapter 783).

The Comptrcllet does not publish guidelines for stote gronts to

othet entities, such os non-profits ond individuols. Many agencies

choose to adopt TXGMS standards for other grant processes

(for example, grants to non-profits), but these are administered

through grant agreements, not through a statutory requirement.

Coosequently, unless state law-other than Chapter 783 ol the

Texas Government Code-specifies compliance with Chapter

783 of the Texas Government Code, TxGMS does not apply to the

followinq types of financial assistance:

cooperative agreements;

non-cash contributions or donations of property

donated surplus property);

direct appropriations;

food commodities;

loans;

loan guarantees;

interest subsidies: or

insurance.

(including

!' Chapter 2105 of the Iexas Government Code defines'agency' as the Health

and Human Seruices Commission, the Department of State Health Seruices,

the Teras Depa(ment of Housing and Community Affairc, the Texas Education

Agency, the Depa(meflt of Aging and Disability Services, and any other
commission, boad, department, or state agency designated to receive block
grant tunds. TEX. GoVTCoDE 5 2105.001.

r? The lerm 'block g6n!" means a program resuhing ftom the consolidation

or transfer ol separate federal grant programs, including federal cateSo cal
programs, so that the state determines the amouits to be allocated or the

method of allocatiig the amounts to various agencies or prcglams from the

combined amounts, includlng a program consolidated or $ansfered !nder the

omnibus Budget Reconciliarion Act of 1981 (P!b. L. N0.97-35). TEX. coVT
c0DE $ 2105.001.

'! A "providef reters to any a public or pivate organization that receives block
grant tunds or may be eligible to receive block grant funds to provide services

or benefits to the plblic, including a council of government, a community

action agency, or a private new commun,ty developer or nonprcfit community
associatlon in a community orlglnally established as a netv community
developmeni program under tie fomer Urban crcwth and New Community
D€velopme nr Act of 1970 (42 u.S.c. Section 4511erseq.).TEX. G0VTCoDE 5
2105.001.

STATEWIDE PROCUREMENT DIVIS ION

A determination as to whether TxGl\45 applies to a particular kans-

action involves the application of statutorily deflned terms to pro-

gram-specific facts. ln the event of a conflict between TxGMS and

applicable federal or state law, federal law generally prevails over

state law and state law prevails overTxGMS. To further consistency

and accountability across federal and state grant programs, some

state agencies may choose to apply TxGMS by rule or contract to

all entities that receive grant funds regardless of whether TxGIVS

is mandated by statute. Consultation with agency legal counsel,

therefore, is recommended when a state agency is determining

whether and to what extent the agency, grantees, subrecipients,

and coatractors are required to comply with TxGlVS.

Authorization of Agency-Specif ic
Variation

A state agency subject to Chapter 783 of the Texas Government

Code is required to use the Uniform Assurances and the Standard

Financial Management Conditions in its grants and contracts with

localgovernrnents unless a federal statute or regulation or a state

statute requires or specifically authorizes a variation.l4 A state

agency may establish a variation lrom the ljnifolm Assurances

or Standard Financial Management Conditions set forth in TxGi,4S

only by rule in accordance with Chapter 2001 of the Texas Govern-

ment Code.ls !f a state agency desires to establish a variation to

the Uniform Assurances and the Standard Financial l\4anagement

Conditions, the state agency must (1) state a reason for the varia-

tion along with the proposed rule, and the reason must be based

on the applicable federal statute or regulation or state statute and

(2) file a notice of each proposed rule that establishes a variation

from Uniform Assurances or Standard Financial Management Con-

ditions with SPD.r6

r' TEX. GoW CoDE 5 783.00(a).
6 rD( GOWCoDE 5 783.007(b).
G TEX. GoW CoDE 5 783.007(cHd). Submir a norice of each poposed rute to

qEms@cpa.texas.Eov.

Texas Grant Management Standards - Version 2.0 I 3
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lncorporation of Federal Uniform 0uidance
and lmplementing Begulations

For federal grant programs governed by 2 CFR Part 200, TX6MS

incorporates the Unilorm Guidonce and the implementing regula-

tions of the federal agencies that are effective on TxGMS publica-

tion date. To ensure a seamless adoption of changes to federal

law and regulation, TxGMS is automatically amended to include all

modifications to the Uniform Guidonce and ary associated federal

agency implementing regulations that occur subsequent to TxGlvlS

publicalion date.

4 | Texas Grant Management Standards - Version 2.0
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KEY C(lNCEPTS - STATE AGENCY GRANTS

Grant-Making Authority

Chapter 783 of the Texas Government Code regulates the inter-

governmental coordination of grant and contract manaqement

activities between cerlain state agencies and local governments.

Chapter 783 does not authorize any state agency or local gov-

ernment to accept or administer grant funds. Accordingly, the

authority for a particular state agency or unjt of local government

to apply for, receive, administer, and make grants is found in law

other than Chapter 783.

Appropriated Funds

A state agency grant program may be flnanced by more than one

source, such as state money, federalmoney, gifts, and donations.

Grant funds, depending on the particular grant program, may

be held within the State Treasury or outside the State Treasury.

It is important to note that federal money deposited in the State

Treasury does not become "state funds" in the sense that state

law and only state law thereafter governs its disposition.rT When

the General Appropriations Act (GAA) authorizes a state agency to

accept federal funds, the funds are appropriated lo the receiving

agency and the agencymayexpend the funds forthe purposes for

which federal grant, allocation, aid, payment, or reimbursement

was made.13

Grants and Contracts

ln the administration of state and federal grant programs, the

terms "grant" and "contract" are not synonymous. The decision

whether to use a grant agreement or a procurement contract to

formalize the transaction between the state agency and the entity

receiving the program funds depends on the nature of the parties'

relationship.

For purposes of TXGMS, the term "contract" refers to the legal

instrument by which a recipient or subrecipient conducts procure-

ment transaclions under a state or federal grantie Unless other-

wise defined by applicable Texas law, the term "grant" refers to an

expenditure of funds from the State Treasury to a person or entity

that does not directly provide consideration or a benefit to the

STATEWIDE PROCUREMENT OIVISION

state in exchange for the funds.'?o The term "qrant" may also refer

to a legally enforceable document tied to such an expenditure. For

federal grant programs subject to the Unifom cuidonce, a grant

agreement is a legal instrument of financial assistance between a

federal agency and a recipient or between a pass{hrough entity

and a subrecipient that is used to enter into a relationship, the

principal purpose of which is to transfer anything of value to carry

out a public purpose authorized by a law of the United States.'?l

Grants may be awarded to fund a specific need or to further

policy by incentivizing specific programs. Grants may be awarded

through non-competitive processes, where recipients demon-

strate they meet the minimum qualifications to receive available

funds, or through a competitive selection process where qualified

applicants are evaluated through a sele€tion process to receive

grant awards. Agencies should review all legal requirements that

may apply to the selection of grantees. All grants are subject to

complaance reporting, which, under the terms of the grant award

closeout, may continue beyond the term of the grant.

The state agency or pass-through entity is responsible for mak-

ing case-by-case determinations to determine whether the entity

receiving the state funds is a sub-grantee or a contractor.2l The

distinguishing characteristics of the subrecipient and contrac-

tor roles dre based on the substance of the relationship and not

lhe term used by the parties to describe their relationship.'?3 lt is

imperative that the role ofsubrecipient and contractorbe correctly

determined for each transaction in order to ensure compliance

with the laws and rules applicable to the relationship. lllustrations

of the possible relationships resulting from federal grant awards

and state grant awards are provided, respectively, in Appgldufl
and Appendix 5.

,r Tex. AtI'yGen.0p. No. S'100 (1953).
It General Appropdations Act, House Bill 1, 88th R.S. at Anicle lX, Section 13.01.

''g See generaliy2 CFR S 200.1.

20 Miscellaneous Eeenditu€s - Grants and Honorada policy located in expendit

State Pu rchase Policies at hilos://fmx.cpa.texas. lov/fm/ou bs/ourchase /misc/
?section={rants&oa(e-Erants.

:' See generally 2 CFR S 200.1.
1' See Eenerally lhe Repodng Requiremeots for the Annual Finaacial Reports

of State Agencles and Uni!€cities rclated to State Pass'Throughs at trlos1
fmx,coa,texas,Eov/fmx/oubs/afrrotreo/oass-throuEh/index.oho?section=st-

oass-lhroueh&paee=s(-pass-throu€h; 2 CFR 5 200.331 (distinguishing

subrecipient and mntractor rclationships). For federal grants, a Subrecipient

vs. vendor Detemina(ion Checklist is avaalable for state agencies on the

Comptroller's website aL https://fmx.coa.texas.Eovlfmxloubs/afrrctreo/pdf/

Subaecioientvsvendooeterminalion.odf ,

,r 2cFR5200.331.

VOL {-r PG }I
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State tiscal Management

0verview
0ne of the duties of the Comptroller is keeping the state's books.

The Fiscal Management Division acts as the state's chief accoun-

tant. The Fiscal Manaqement Division's general accounting duties

include the maintenance of accounts to show the purposes for

which expenditures are made andthe provision ofproperaccount-

ing controls to protect state finances. ln order lor the Comptrol

ler to issue a warrant or initiate an electronic funds transfe( the

agency submitting the cldim must propedy audit the claim and

verify the payment would serve a proper public purpose. The Fis-

cal Management Division conducts post-payment audits oF agen-

cies'expenditures to ensure compliance with applicable laws,

rules, and policies.

lnformation regarding state expenditures is located on the Fiscal

Management Division's website, FMX.x FMX includes citations

to relevant statutes, adminislrative rules, judicial decisions, and

attorney general opinions. lnquiries from state agencies regard-

ing expenditure matters may be directed to the Expenditure

Assistance Section within the Fiscal Management Division at

expenditure.assistance@cpa.texas.qov or 512-475-0966.

Certain Fiscal Policies

Withholding ond Offset

The Comptroller is generally prohibited from issuing payment to

a person who has been properly reported to the Comptroller as

being indebted to the state or having a tax delinquency. State

agencies must verify a person's hold status for (1) payments made

with local funds (funds held outside the State Treasury and (2) pay-

ment card purchases over $500.'zs

Verification of warrant hold status within seven days of cont.act

execution is not required if a contract will be paid using funds held

in the Treasury. 
':6 

State agencies must not proceed with purchases

made with local funds or payment card purchases over $500 until

the warrant hold has been released, unless: 17

'?r The Comptrolle/s FMXwebsite islocated at https:,//trnx.c.a.teras. oov /fflx/.
?5 Restrjcted €(pendilures - Perso0s lndebted to State policy located in expendit

State Purchase Policies posted at D$D$llfmrJpaleris !-brl.
purchase/restricted/?section-indebted&pade-oersons indebted.

,6 TtX. GoWCoDt S 2252.903(a).

'i? Restricted Expenditures - Persons lndebted to State policy located in expendit
State Purchase Policies posted at h!tpsi//fmx.coa.texas.lov/ffit/oubs/
ouchase/restricled/index.pho.

{1) the contract requires the agency's payments under the con'

kact to be applied directly toward eliminating the person's

debt or delinquency. and

(2) the requirement described in paragraph (1) specifically

applies to any debt or delinquency, regardless of when it

arises.23

Payments made through the Uniform Statewide Accounting Sys-

tem (USAS) are automatically checked for holds. However, for writ-

ten conhacts paid with funds outside the State Treasury, the state

agency must manually conduct the warrant hold status check

The Comptroller is authorized to offset state payments against

€ person's stdte debt and issue a payment to the person for any

remaining amount. Disbursements of state grant funds are subject

to warrant hold and may be used to offset state debt.

Payments made in whole or in part with federal funds or required

by federal law. on the other hand, are exempt from the state's war-

rant hold program.'ze To prevent warrant offset, the paying state

agency must release the warrants within 30 days of the payment

date. For federal grant programs, the state agency issuing the pay-

ment should ('l) review the TlNs 6204 Report (Held warrant Report

for lssuing Agency) every day to identify any warrants that are

on hold and issued with federal funds and (2) promptly complete

the "Warrant Release or Relnstatement Request Form" for each

held warrant that includes federal funds. The Assistance Iistings

Number (ALN) or appropriate federal statutory reference must be

provided on the warrant release form.30

Use of Stote Money or Property for Privote
Purposes

The Texas Constitution generally prohibits giving away state

money or property or using state resources for private purposes.3l

An expenditure of public funds for a Iegitimate public purpose to

obtain a clear public benefit, however, is not a prohibited grant of

public funds,r'? as long as there are sufficient controls on the trans-

,. T . Gov'r coDE s 2252.903(b).
a TEX.60!.r CODE 5 403.055(0.
s Releasing Held Warrants - Fedefal Funds policy located in the TexPayment

Resource Guideat@
index,ohp?s-release&o-f ederal.

r' Tex. Const. an. lll, 5 51 ('legislature shall have no pou/erto make any Srant or

autho ze the makingofanygrant ofpublic moneysto any individual, association

ofindividuals, municipal or other corporations whatsoever."); Tex. Const. a(.lll,
S 52 ("tegislature shallhave no po{er to authoize anycounty, city, town or other
poli!ica! corporadon orsubdivjsion of$e Stateto lend its crcdit orto granl public

money orthingofvalue in aid of orto any individual, association orcorporation
whatsoeveL'); and Tex. Const. aft. ru|, 5 6 ('No approprialion for pdvate or
individual purposes shall be made, unless authorhed by this Constitution.").

I See Edgewood lndep. Sch. Dist. v Meno,917 S.W.2d 717,740 Oex. 1995).
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action to ensure that the public pueose is carried out.33 State law

also prohibits the misuse of governmental resources.3' Examples

of misuse of statemoneyorpropertyincludethe paymentof gratu-

ities and making purchases without statutory authority.s5

Distribution of Grant Funds

Distributions of state and federal grant funds must comply with

applicable laws and rules, including applicable Iiscal policies.

State agencies are responsible for ensuring that expenditures are

not made for unauthorized purposes. lnformation regarding per-

mitted and prohibited expenditures is located on the Comptroller's

FiscaI Manaqement Division website tlfl\Lytr

A disbursement of grant funds occurs either as a reimbursement

or an advance. Under the reimbursement method, the grantee is

repaid for money actually spent on allowable expenses. ln con-

trast, the advance method of funding provides that grant funds are

disbursed in advance of the grantee incurring expenses. A state

agency must distribute appropriated grant money on a reimburse-

ment or an as-needed basis unless:

. otherwise provided by statute, or

. the agency determines another distribution method is neces-

sary for the purposes of the grant.36

For federal grant programs, state law may not apply to a pa(icular

expenditure to the extent necessaryto avoid conflict with an appli-

cable federal law or regulation.3T ln the event an expenditure is

not explicitly addressed by state law, rule, orfiscal policy, the state

agency's expenditure must comply with Governmental Accounting

Standard Board (GASB) standards.33

3r'tex. A!t'yGen. 0p. No. J-0484(2002).
3' IEx. PENALCoDE 5 39.02(aX2).
35 Restdcted Expenditures - Illisuse of State llloney or Propeny policy located in

the expendit State Purchase Policies at httos://fmx.cpa.texas.Eovlfmloubs/

ourchase/restricted/index,oho?section=misuse&oaee-omoertv misuse.
r! Miscellaneous Eipendrtures - Grcnts and Honoraria poljcy localed rn

expendit State Purchase Policies posted at httos://fmx-coa.texas.Eovlfrn/

oubs/ourchase/misc/?seciion=erants&pa€e-Prants. see generally 2 cfR $$
200.305(b), 200.208(bX1) for circumstances where advance payment Is the
default payment method for federal grant prcgrams.

3' SeeTOCGoVTCoDES660.003(f)('Atravelexpensemaybepaldorreimbursed
accoding to lhe rcquirements ol an applicable federal law or regulation, and

this chapter does not apply to the extent necessary to avoid conflict with an
a pplicable federal law or regulation.').

3r Texas law requires compllance with GASB Standards. IEX. GOVT CODE 55
321.013(b),403.013(c). Texas also follows the requirements and guldelines
provided in GASB pronouncements (statements, inteeretations, teehnical
bullefins and concepts staterhents). See the Reportjng Requirements for
the Annual Financial Reports of State Agencies and universities relaled to
Govemmental Acco!nting Standards Board at https://f0rx.coa.texas,Eovltnix/
pubs/atrptreo/inVoduction/index,oho?section-dasb&oa€e-Easb.

STATEWIDE PROCUREMENT DIVIS IO N

Stotewide Single Audit
Each year, the State Auditor's Office conducts a Statewide Single

Audit for the State of Texas. The Statewide Single Audit both sup-

ports the Annual comprehensive Financial Report (ACFR) provided

to the Governor and constitutes an organization-wide audit of the

state for purposes of the Uniform Guidonce.3e

For the federal compliance portion of the Statewide Single Audit,

the State Auditor's Office audits the Schedule of Expenditures of

Federal Awards (SEFA) in relation to the AcFR. The SEFA captures

federal funds expended by state agencies. Each state agency that

makes federal expenditures during the fiscal year is required to

submit its federal expenditures in the SEFA web application.ao The

Comptroller prepares the SEFA by using the self-reported SEFA

data. ln addition, grant money passed between state agencies

must be reported on the State Grant Pass-Through Schedule using

the State Pass-Through Reporting (SPTR) web application. State

agencies receiving federal awards from non'state agencies may

hdve additional obligations under the Unlform Guidqnce.al

Stotewide Cost Allocotion Plon

Certain state agencies provide accounting, computing, payroll and

other statewide support services as centralized service costs. To

ensure that the costs jncurred for these central governmental ser-

vices are accounted for appropriately, the Office of the Governor

prepares a Statewide Cost Allocation Plan (SWCAP) each yearthat

(1) identifies the costs of providing statewide support services

to each state agency;

(2) allocates to each state agency an appropriate portion of the

tolal costs of statewide support services:

(3) identifies, to the extent possible, the amount of federally

reimbursable indirect costs in each allocated portion; and

(4) develops and prescribes a billing procedure that ensures

each state agency is billed for all costs allocated to the

agency for whach the agency is not obligated to pay another

state agency under other law."

,! TIx. GoVTCoDE I403.013(c);2 CFR Parr200, Subpan F.

{ See gererol/r/Reporting Requirements forthe An i ! al Financial Repolts of State
Agencies and lJniversities related to Federal Pass,Thrcughs at https://fmx.
coa.texas-!ov/f mx/oubs/afrloteo/pass-through/inder.php?section-pass-
throuEh&oaEe-oass{hrcu!h,

'r See Single Audil Report Package at https://finx.coa.rexas.€ov/ffiu/finrpv
sin{leaudiV.

q 
TEX. GoVTCoDE S 2106.002.
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STATEWIDE PROCUREMENT DIVIS IO N

The Comptroller bills each agency for the allocated portion of

statewide costs based on the SWCAP. The SWCAP is also used to

obtain reimbursement from the federal government for allowable

costs incurred by central service agencies for services allocable to

federal programs.€

State Ethics Lows

A state officey'a or state employeeas may not have a direct or indi
rect interest, including financial and other interests, or engage in

a business transaction or professional activity, or incur an obliga-

tion of any nature that is in substantial conflict with the proper

discharge of the officer or employee's duties in the public inter-

est.'6 By statute, state officers and employees must comply with

certdin ethical responsibilities and disclosure obligations.aT The

consequences for noncompliance may include a void contract,rg

personal liability tot ultrs vires acts, or a criminal penalty.ae For

specific information regarding the professional standards appli-

cable to a pdrticular agency or a position within an agency, state

employees or officers may consultwith theiragency legalcounsel.

'! httos://fmr.c.a.texas.Eov/fmx/aoprop/swcan/a022 002.ohp

" A'state offtcer'is an elected officei an appointed officer, a salaried appointed

oflicer, an appointed officer of a majorstate agency, orthe executive head of a

state agency. TEX. GoVTC0DE S572.002(12).6 A'state employee" is an individual, otherthan a state officer, who jsemployed by

a state agency, Texas appell6te courts or the Texas Judicial Council, either house

ofthe Texas legislaturc or a legislative agency, council, or committee, including
the Legislative Budget Boad, Texas Legislative Council, State Audilor's office,
and Legislative Referen€e library.TEX. GoWCoDE S 572-002(11).

'6 TEx C0V'IcoDE S 572.001(a).
1r Eg., TEX GovT CoDE $ 572.051(Standards ofConducoiTEX. PENAL CoDE S

36.02 (B bery);IEX. PENAL CoDE 5 36.08 (Gift to Public Servant by Person

Slbject to His lu.isdiction); TEX. PENAL CoDE ! 39.06 (l,{isuse of offidal
lnformation).

a ll an otlicer of a govemmental body has a direct or indirect pecuniary interest

in a grantbefore the body, the co.tlactisvoid. Tex. Att'yGen.0p. No. JC{484
(2002).

{! A public servantfaces crimlnalliability il with intent to obtain a benefit orwith

intentto ham ordeflaud another, the person intentionally or knowingly misuses

anything ofvalue belonglng to the government that has come into the person's

custodyorpossessionbyvtt!eof the person'soificeoremployment.T€X. PENAL

coDE 5 39.02(a)(2).

Transparency and Accountahility

Grant 0pportunity Announcements

Agency Wehsite

It is customary for a state dgency to announce grant opportunities

on its public website. A state agencyso that awards a state grant in

an amount greater than $25,000 from funds appropriated through

the General Appropriations Actmustpublish the purpose forwhich

the grant was awarded on its public website.5rln addition, the

state agency must provide its webpage link to the Comptroller so

thata masterlist of grant informalion webpages maybe posted on

the Comptrolleis website.s'z

Grdnt Opportunities on the Electronic State
Business Doily (ESBD) ond eGronts

SPD encourages state agencies to post grant opportunitaes on the

Electronic State Business Daily (ESBD) in the Grant 0pportunities

section.sr Beginning fall 2024, the ESBD replaces the Texas.gov

ecrants website as the centralized statewide location for grant

opportunities offered by state agencies. ESBD users can search

lot view detalls of, and find links and contact information for

grant opportunities posted by state agencies. The Department

of lnformation Resources (DlR) will suspend new postings in the

ecrants portal; state agencies that have current or recent post-

ings in ecrants should ensure all postings required for contract

file documentation have been recorded pending retirement of the

eGrants ponal.sn

$ Forthe purpose olSection 403.0245, relatingto the availability on the intemel
ofcenain information on state grants, "state agency" means:

(1) any depaftment, commission, board, office, orother agencf in the executive

or legislative branch of state govemment created by the constitution or a

statute of this state i
(2) the Supreme Court ofTe)€s,the CourtofC mioaIAppeals ofTexas, a court

ofappeals, theTeras Civil Judicial Council, the oflice ofCourtAdministfation

ofthe TexasJudicial System, the State Bar otTexas, or another statejudicial

agencycreated by the coostitution ora statlte ofthis state;

(3) a university system or an institution of highe, education as defined by Section

61.003, Education Code; or

(4) anothergovernmentalorganization thatthe comptoller determ ines to be a

component unit of state government lor purposes of financial rcponing under

the provisjons ofthis section.

TEX. GoW CoDE 55 403.024s(a), 403.013(a).
5r TEX. GoWCoDE $ 403.0245(b). See o/5o FiscalPolicyand Procedule No. FPP

5.010 (Requirement to Plblish Pueose of Slate Cranls) at hllpsJz0Llaa
texas.Eov/fmlEIants/,

5r The Comptrollel! State GrantListingislocated athttps://conrovoller.texas.dov/

transoarencv/revenue/{Iants.pho.

' TEX. GoVT CoDE E 2155.083.
n TEX. GoWCoDE 5 2055.202.
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Grontee Selection

The Legislature intends for state agencies to exercise their legal

authority in a fiscally responsible manner.ss State agencies are

therefore responsible for ensuring the lransparency, objectivity,

and integrity of the grantee selection process. Written procedures

should address the evaluation of applications and the award of
grants as well as any conflict of interest disclosure requirements

applicable to the individuals involved in the grant award process.

Adequate documentation should also be retained by the staie

agency to support the evaluation scores, including justifications

for any deviations to the established application scoring methodol-

ogy. ln addition, agencies should implement internal controls suf-

ficient to ensure that all grant evaluation and award procedures

are consistently followed.

agency purchases funded by grants. SPD has published the Stote

of fexos Ptocutement ond Controct Monogemer, 6uide5e as an

aid to procurement prolessiooals in the execution oftheir duties.

Reporting Requirements

State agency grant agreements may be subject to various reporting

requirements depending on the transaction value and source of

funds. For example, grant agreements with a value greater than

$50,000 must be reported to the Legislative Budget Board (LBB)

Contracts Database.e There are also notjfication requirements

for certain federally funded programs.6r Grant program managers

are encouraged to consult with agency legal counsel lo ensure

compliance with applicable reporting requirements.

Stote Agency Procurcment
State agency procurements financed by grant funds must comply

with applicable state purchasing lawss as well as the grant agree-

ment. SPD and DIR each operate statewide centralized purchas-

ing programs and leverage the state's buying power to provide

cost-effective products and services. State agencies must use 5PD

and DIR designated procurement methods unless the purchase

falls within a statutory exclusion or exemption. For state agencies

subject to 5PD's procurement authority, state agency purchases

made from grant funds must comply with SPD rules unless the

purchase is made in support of research.5T Procurements of goods

or services that are not made under SPD's purchasing authority

may be subject to Chapter 2261 of the Texas Government Code.sg

ESBD posting requirements, Contract Advisory Team (CAT)

reviews, ouality Assurance Team (0AT) reviews, and Legislative

Budget Board (LBB) contracts database reporting may apply to

55 Genelal Provisions - Rasponsib,lities ot Slate Agencies, Fiscal Responsibility of
Payfients Policy located in expenditState Purchase Policies a! httos://fnx.coa.
texns.aov/fmlpubs/ourchase/Eenlindex.php?section-responsibilities&paEe-f
iscal responsibilitv. See also IEX. GoV'I CoDE SS 321.013(0,321.0133 (SA0

may conducl economy and efnciency auditto detemine whether state agency as

managing or utilizing resources in eclnomicaland efficient manneotTEX. GOVT

C0DE 5 321.022(a)(administrative head ofstate agency shall rcpon reasonable

cause lo believe that money was losq misapprcpiated, ormisused to SA0).
56 See Eeneral, Title 10, Subtitle D oi the Texas covernment Code for the

State Purchasing and General Seruices Act; 2 CFR 5 200.317 (state agency
prccuremeflttransactionsforfedelal grant proglams rnustfollow same policies

and procedures used fo. procu rement ftom non-federal funds),
5' TEX. GOVT CODE S 2155.140 ('IIe commission's aurhority does not apply to

a purchase of goods or servlces ftom a gift or grant, Including an indus$ial or

federal grant or conlract in support of rcsearch.').
5' TtX- GoVTCoDE S 2261.001(a)("Ihis chapter, otherthan Subchapter F, applies

only to each procurement of goods o, services made by a state agency that is
neither made by the compvoller nor made under purchasing authority delegated

lo the agency by or under Section 51.9335 or 73.115. Ed0cation Code, or
Secton 2155.131 or 2 155. 132.').

I n te rg overn m ento I Coo rd i notion

The Oflice of State-Federal Relations acts as a liaison between

Texas and the federal government. The duties of this state agency,

administratively attached to the Governor's office, include

. helping to coordinate state and federal programs dealing
with the same subject;

. informing the Governor and the Legislature of federal pro-

qrams that may be carried out in the state or that affect state
programs;

. providing federal agencies and the United States Congress

with information about state policy and state conditions on

matters that concern the federal government;

. responding to requests for information from the legislature,

the United States Congress, and federal agencies; and

. coordinating with the Legislative Budget Board regarding the

effects of federal funding on the state budget.6'?

To assist in a coordinated communication of the State's interests,

an agency or political subdivision of the state must report to

the Office of State-Federal Relations any contract between the

agency or subdivision and a federal-level government relations

consultant.63

The Governor, as the chiet planning officer of the State, has estab-

lished a Division of Budget and Policy.64 Among other responsibili-

ties, this division serves as the clearinghouse for all state agency

5e Tlle Texas Procurement and Contract Management Guide is published on the
Comptroller's website at Comotroller.Texas.Gov.

e Gene.al Appropiations Act, House Bill 1,88th R.S. atArticle lX, Section 7.04.
6' Gen era l Appropriations Act HouseBill 1, 88th R.S. at Anicle lX, Section 13.02.
e TEX. GoVTCODE 5! 751.002, 751.005.
d TEX. GoVTCOOE S 7s1.016.
s orfice of be Governor, Division of Budget and Poticy lvebsite ts located at

hitos://!ov.texas.eovlorEanization/bop.
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STATEWIDE PR OCU R EM ENT DIVISION

appljcations for federalgrant or loan assistance.6s A staie agency

is required to notify the Division of Budget and Policy of each

application for federal grant or loan dssistance before the agency

submits the application.6s

The Governor may also provide planning assistance to political

subdivisions. At the request of the governing body of a political

subdivision or the authorized agency of a group of politi€al subdi-

visions, the Governor may (1)arrange planning assistance, includ'

ing surveys, community renewal plans, technical services, and

other planning and (2) arrange for a study or report on a planning

problem submitted to the Governor.sT ln addition, the Governor, or

a state agency designated by the Governor, may provide techni-

cal assistance and coordinate the actions of a local government

participating in a federal assistance program.63 The governing

body of a local government by order or resolution may request

that the Governor, or the designated state agency, act on behalf of

the local government in any matter relating to a request for federal

financial assistance or an agreement, assurance of compliance,

requirement, or enforcement action relating to the request.se

Federol Uniform Guidonce

The U.S. office of N4anagement and Budget (0MB) guidance titled
"Uniform Administrative Requirements, Cost Principles, and Audit

Requirements for Federal Awards," commonly referred to as the

Uniform Guidonce,islocated in Subtitle A of Title 2 of the Code of
Federal Regulations.

The policy reforms in the Unifom Guidonce include

. eliminating duplicative and conflicting guidance;

. focusing on performance over compliance lor accountability;

. encouraging etficient use of information technology and

shared services;

. provading for consistent and transparent treatment of costs;

. limiting allowable costs to make the best use of federal
resources:

. setting standard business processes using data definitions;

6 TEX. GoW CoDE S 772.009(a).
6 TEX, GoVT CoDE 5 772.005.
d, rEx. GovTcoDE 5 772.008(a).
03 TEx. GoWC00E 55 742.001.742.00qa).
6 TEx. Gour CoDE 5 742.004{a).

. encouraging nonjederal entities to have family-friendly
policies;

. strengthening oversight; and

. targeting audit requirements on risk of waste, fraud, and

abuse.rc

Although the Uniform Guidance is intended to be the government-

wide framework for federal grants management,Tl some federal

programs may have exemptions or requirements in addition to the

llniform Guidance.z Grant program managers, therefore, must not

only be familiar with the Uniform Guidance but also the associ-

ated federal agency implementang regulations set forth in Subtitle

B of Title 2 of the Code of Federal Regulations, the federal pro-

gram legislation and associated regulations, any federal agency

issued information bulletins and poljcy statements regarding the

program, any applicable state law and policies, and the terms an

conditions of the federal award.

io llni,orm Guidance (FinalGuidance) 78 Fed. Reg.248, 78591-78593 (2013).
?' Unifom cuidance (Flnal cuidance), 78 Fed. Reg. 248, 78590(2013).

'r See 2 CFR 5 200.101.
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UNIFORM ASSURANCES
TxGl,4S, as required by Chapter 783 of the Texas Government

Code, includes uniform and concise language for any assurances

that a local government is required to make to a state agency.73

The term "assurance" refers to a statement of compliance with

federal or state law that is required of a local government as a

condition for the receipt of grant or contract funds.74 A Iist of the

Uniform Assurances to be made by local governments to state

agencies is provided in Aooendix 6.

Because the Uniform Assurances are meant to be of general appli-

cability to units of local government, the Uniform Assurances do

not include certiflcations based on the following: federal or state

program legislation, program-specific requirements contained

in the federal or state award, or specific conditions tailored to a

particular subrecipient. Accordingly, state agencies may include

certiricatjons in their grant agreements and procurement contracts

with local governments that are in addition to the Uniform Assur-

ances to ensure compliance with applicable law or rule.

STATEWIDE PROCUREMENT DIVISION

STANDABD FINANCIAL
MANAGEMENT CONDIT!()NS

0verview

TXGN4S, as required by Chapter 783 of the Texas Government

Code, includes a compilation of Standard Financial Management

Conditions.Ts The term "flnancial management conditions" refers

to generally applicable policies and procedures for the account-

ing, reporting, and management of funds that state agencies

require local governments to follow in the administration of grants

and contractsJ6

The financial management conditions vary depending on the fund-

ing source and type of transaction. Therefore, in accordance with

Section 783.006(d) of the Texas Government Code,'the Standard

Financial l\4anagement Conditions are categorized according to

federal grant programs and state grant programs.

Failure to follow a state or federal law applicabie to the disburse-

ment of grant funds may subject the local government to statutory,

common law, and contractual remedies that may include admin-

istrative action, suspension of grant payments, termination, and

ineligibility for future grants.

Federal Grant Programs

For federally funded grant programs administered by the state,

a local government subrecipient must comply with the Standard

Financaal Management Conditions that comprise the following:

. the federal program legislation as well as any associated

regulations and program-specific policy statements issued by

the federal agency;

. lhe Uniform Guidonce and any applicable federal agency

regulations located in Subtitle B ofTitle 2 ofthe Code of Fed-

eral Regulations;

. as permitted by lhe Uniform Guidarce, a state agency's sub-

award may include additional specific award conditions,t:
and

E IEX. GOVTCODE 5 783.006.
to TEX. GoVTCoDE S 783.003.

TEX. GoV',I CoDE S 783.006(d)
I 2CFR5200.207.

?r TEX. GoVT CoDE g 783.005(a).
x TEX. GoVTCoDE 5 783.003.

voL tl-F PG
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. requirements the state agency imposes on the subrecipient

for the state aqency to meet its responsibilities under the

federal awardTe (for example, the applicable terms and condi-

tions of the federal agency's award).

. ln addition,stateagencies mustcomplywith applicablestate

lawand fiscalpolicyinthe administration of federdl grant pro-

grams (for example, Chapter 783 of the Texas Government

code).

State Grant Programs

0verview
For grant programs wholly funded by the State, a local govern-

ment grantee under a grant from a state agency must comply with

the following Standard Financial Management Conditions:

Grant Award to Local Government;

Standards for Financial and Program Management;

Grantee Subawards and Conkacts:

Property Standards;

Performance and Financial Monitoring and Reporting;

Records Retention and Access:

Remedies for Noncompliance;

Closeout;

Post-Closeout Adjustments and Continuing Responsibilities;

Collection of Amounts Due;

Cost Principles; and

Audits.

Grant program managers should not presume that the laws and

policies applicable to federal grant programs applyto statejunded
grant programs. To assist grant program managers in identifying

similarities and differences between the administration of state

and federal grant programs, the Standard Financial Management

Conditions for state grant programs generally follow the organiza-

tional structure ol lhe Uniform Guidonce. ln addition, a Selected

Items of Cost Supplement Chart is provided in A0oendix 7

Grant Award to Local Government

The local government must enter into a written grant agreement

with the state agency grantor The terms and conditions of the

state agency grant agreement with the local government must

address, as applicable, the following: Uniform Assurances, Stan-

dard Financial Management Conditions, program legislation, pro-

2 cFR S 200.332(a)(3).

gram specific requirements, relevant public policy requirements,

includang General Appropriations Act provisions, and specific

conditions tailored to the local government.

Standards for Financial and Program
Management

Stotutory ond Policy Requirements

The local government is responsible forcomplying with allrequire-

ments of the state award. The local government must manage and

administer the state award in a manner to ensure that funding

provided th.ouqh the state award is expended and associated

programs are implemented in full accordance with state ldw and

public policy requirements.

Performonce Meosurement

As required by the performance goals, indicators, and milestones

in the state award, the local government must relate financial

data to performance accomplishments of the state award. When

applicable, the local government must also provide cost informa-

tion such as unit cost data to demonstrate cost effectiveness. The

local government's performance should be measured in a way that

will help the state agency to improve program outcomes, share

lessons learned, and spread the adoption of promising practices.

When establishing performance reporting frequency and content,

the state agency should consider what information will be nec-

essary to measure the grantee's progress, to identify p.omising

practices of grantees, and to build the evidence upon which the

stdte agency makes program and performance decisions. The

state agency should not require additional information that is not

necessary for measuring program performance and evaluation.

Finonciol Manogement

Each local government must expend and account for the state

award an accordance with applicable laws for expending and

accounting for the local government's funds. All local governm ent

financial management systems, including records documentang

compliance with applicable statutes, regulations, and the terms

and conditions ofthe state award, must be suffacientto permit the

preparation of reports required by the terms and conditions, and

tracking expenditures adequdte to establish that funds have been

used in accordance with the applicable laws, rules, and terms and

conditions of the state award.

The local government's financidl management system must pro-

vide for the following:

12 Texas Grant Management Standards - Version 2.0
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the reportinq req uirements in the Financial Reportinq and

[4onitorinq and Reoodinq Proqrarn Performance sections

When a state agency or pass{hrough entity requires report-

ing on an accrual basis from a local government that main-

tdins its records other than on an accrual basis, the local

government must not be required to establish an accrual

accounting system. This local government may develop

accrual data for its reports based on an analysis ofthe docu-

mentation on hand.

(3) Maintaining records that sufficiently identify the amount,

source, and expenditure of state funds for state awards.

These records must contain information necessaryto identify

state awards, authorizations, obligations, unobligated bal-

ances, as well as assets, expenditures, income, and interest.

All records must be supported by source documentation.

(4) Effective control over, and accountability for, all funds, prop-

erty, and assets. The local government must safeguard all

assets and ensure they are used solely for authorized pur-

poses.

(5) Comparison of expenditures with budget amounts for each

state award.

(6) Written procedures to implement the requirements of the

&y!tCO!section.

(7) Written procedures for determining the allowability of costs

in accordance with the Cost Principles section and the terms

and conditions of the state award

lntemol Controls

The local government must

(1) establish, document, and maintain elfective internal control

over the state award that provides reasonable assurance

that the local government is managing the state award in

compliance with statutes, rules, and the terms and condi-

tions ofthe state award;

(2) comply with statutes, rules, and the terms and conditions of
the state award;

(3) evaluate and monitor the local government's compliance

with statutes, rules, and the terms and conditions of state

awards;

(4) take prompt action when instances of noncompliance are

identified;and

STATEWIDE PROCUREMENT DIVISION

(5) take reasonable cybersecurity and other measures to
safeguard information including protected personally iden-

tifiable information (Pll) and other types of information. This

also includes information the state agency designates as

sensitive or the local government considers sensitive and

is consistent with applicable federal, state, and local laws

regarding privacy and obligations of confidentiality.

Bonds ond lnsuronce
(1) Where the state government guarantees or insures the

repayment of money borrowed by the local government, the

state agency may require adequate bonding and insurance if
the bonding and insurance requirements ofthe localgovern-

ment are not deemed adequate to protect the interest ofthe
state government.

(2) The state agency may require adequate fidelity bond cover
age where the local government lacks coverage to protect

the interest of the state government.

(3) Where bonds, insurance, or both are required in the situ-

ations described in this section, the bonds and insurance

must be obtained from companies licensed in Texas with an
'A-" rating or better lrom A.f,4. Best Company holding certifi-

cates of authority.

Poyment

A state agency must distribute grant money on a reimbursement

or an as-needed basis unless (1) otherwise provided by statute or

{2) the aqency determines another distribution method is neces-

sary forthe purposes ofthe grant.

lf payments are made in advance, payment methods utilized by

the state agency must minimize the time elapsing belween the

trdnsfer oF funds from the state agency and the disbursement of

funds by the local government whether the payment is made by

electronic funds kansfer or by other means.

(1) The local government may be paid in advance, provided it

maintains or demonstrates the willingness to maintain both

written procedures that minimize the time elapsing between

the transfer of funds and disbursement by the local govern-

ment, and linancial manaqement systems that meet the

standards for fund control and accountability as established
in TxGMS. Advance payments to a local government must be

limited to the minimum amounts needed and be timed with

actual, immediate cash requirements of the local govern-

ment in carrying out the purpose of the approved prograrn

or project. The timing and amount of advance paymenls

must be as close as is administratively feasible to the actual

disbursements by the local government for direct program

or project costs and the proportionate share of any allow-

able indirect costs. The localgovernment must make timely
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(1) ldentification ofallstate awards received and expended and

the state programs under which they were received. State

program and state award identilication must include, as

applicable, the state award identification number. year the

state award was issued, and name of the state agency or
pass-through entity.

12) Accurate, current, and complete disclosure of the flnancial

results of each state award or program in accordance with
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payments to contractors in accordance with the contract
provisions.

(2) Whenever possible, advance payment requests by the local

government must be consolidated to cover anticipated cash

needs for all state awards received by the recipient from the

awarding state agency or pass-through entity.

(i) Advance payment mechanisms must comply with

applicable state law and fiscdl policy and include,

but are not limited to, warrants and electronic funds

transfers-

(ii) Unless state law provides otherwise, requests by

local governments for advance payments and reim-

bursements may be submitted monthly o( if autho-

rized by the state agency, on a more frequent basis.

(3) When the reimbursement method is used, the state agency

or pass{hrough entity must mdke payment within 30 calen-

dar days after receipt of a complete and correct request for
payment. A state agency shall notify the local government

of dn error in a request for payment, including incomplete

supporting documentation, not later than the 21st day afte.
the date the invoice is received.

(4) lf the local government cannot meet the criteria for advance

payments and the state agency has determined that reim-

bursement is not feasible because the local government

lacks sufficient working capital, the state agency may
provide cash on a working capital advance basis if the
procedure is authorized by state Iaw. Under this procedure,

the state agency must advance cash payments to the local
government to cover its estimated disbursemenI needs for
an initial period qenerally aliqned to the local qovernment's

disbursing cycle. After that, the state agency must reimburse

the localgovernment for its actual cash disbursements. Use

of the working capital advance method of payment requires
that the pass-through entity provide timely advance pay-

ments to any sub-grantees in order to meet the sub-grantee's
actual cash disbursements. The pass-through entity must not

use the working capital advance method of payment if the
reason for using this method is the unwillingness or inability
of the passlhrough entity to provide timely advance pay-

ments to the sub-grantee to meet the sub-grantee's actual

cash disbursements.

{5) li available, the local government must disburse funds

available from program income (including repayments to
a revolvang fund), rebates, refunds, contract settlements,
audit recoveries, and interest earned on state funds before
requestinq dddrtional cdsh payments.

(6) Payment for allowable costs must not be withheld at any

time during the period of performance unless required by

the specific conditions of the award, remedies for noncom,
pliance, or in one or more of the following instances

(i) The local government has failed to comply with the

terms and conditions oi the state award.

(ii) The local government is delinquent in a debt to the

state.

(7) A payment withheld for failure to comply with the terms and

conditions of lhe state award must be released to the local

government upon subsequent compliance. When a state

award is suspended, payment adjustments must be made in

accordance with the requirements ol the Effects of SusDen'

sion and Termination section

(8) A payment must not be made to a local government lor
amounts that the local government withholds from contrac-

torsto ensure satisfactorycompletion of work. Paymentmust

be made when the local government disburses lhe withheld

funds to the contractors or to escrow accounts established

to ensure satisfactory completion of work.

(9) The use of banks and other institutions as depositories of
advance payments understate awards must complywith the

standards prescribed by applicable law.

(10)The determination as to v,/hether the local government must

maintain advance payments of state awards in interest-bear-

ing accounts must comply with the standards prescribed by

applicable law.

(ll) The determination as to whether the local government may

retain interest earned on advance payment amounts and

whether the retained interest is subject to any restrictions

(for example, monetary cap, expenditure limitation, annual

remittance) must comply with the standards prescribed by

applicable law.

Cost Shoring

Unless otherwise provided in state law, voluntdry committed cost

sharing is not expected under state research grants. The state

dgency may not use voluntary committed cost sharing as a fac-

tor during the merit review of applications or proposals for state

research grants unless authorized bystate statutes orstateagency

regulations and specified in the notice of funding opportunity.

State agencies are also discouraged from using voluntary commit-

ted cost sharing as a fdctor during the meit review of applications

for other state assistance programs. lf voluntary committed cost

sharing is used for this purpose for other programs, the notice of

funding opportunity must specify how an applicant's proposed

cost sharing will be .onsidered.

For all state awards, the state agency or pass-through entity must

accept any cost sharing funds {including cash and third-party in-

kind conkibutions, and also including funds committed by the
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local government, sub-grantee, or third parties) as part of the local

government's contributions to a program when the funds

(1) are verifiable in the local government's records;

(2) are not included as contributions for any other state award;

(3) are necessary and reasonable for achieving the objectives

ofthe state award;

(4) are allowable under the Cosl Princi0les section;

(5) are not paid by the state government under another state

award, except where the program's state authorizing stat-

ute specifically provides that state funds made available for
the program can be applied to cost sharing requirements of
other state programs:

(6) are provided for in the approved budget when required by

the state agency: and

(7) conform to other applicable provisions of TxGlvlS.

Unrecovered indirect costs, including indirect costs on cost shar-

inq, may be included as part of cost sharing with the prior approval

of the state agency or pass{hrough entity. [Jnrecovered indirect

cost means the difference between the amount charged to the

state award and the amount lhat could have been charqed to the

state award under the local government's approved negotiated

indirect cost rate.

Values for lo€al government contributions of services and prop-

erty must be established an accordance with the Cost Principles

section. When a state agency or pass{hrough entjty authorizes

the local government to donate buildings or land for construction

projects, facilities acquisition projects, or long-term use, the value

of the donated property for cost sharing must be the lesser of

paraqraphs (l)or (2):

(1) The value of the remaining life of the property recorded in

the local government's accounting records at the time of

donation.

(2) The current fair market value.

However, when there is sufficientiustification, the state agency or

pass{hrough may approve using the current fair market value ol

the donated property, even if it exceeds the value described in (1)

above at the time of donation.

Volunteer services furnished by third-party professional and tech-

nical personnel, consultants, and others may be counted as cost

sharing if the service is necessary for the program. Rates for third-

party volunteer services must be consistent with those paid for

similar work by the local government. When the required skills are

not found in the local government's workforce, rates must be con-

sistent with those paid for simalar work in the labor market where

the local government competes for the services involved. ln either

case, kinge benefits that are allowable, allocable, and reasonable

may be included in the valuation.

When a third-party orqanization furnashes the services of an

employee, these services must be valued at the employee's regu-

lar rate of pay plus an amount of fringe beneflts that is reasonable,

necessary allocable, and otherwise allowable, and indirect costs

at the third-party organization's approved negotiated indirect

cost rate, or a rate in accordance with the lndirect Costs section

provided these services employ the same skiils for which the

employee is normally paid. Where donated services are treated

as indirect costs, indirect cost rates will separate lhe value of the

donated services so that reimbursement for the donated services

will not be made.

Donated property from third parties may include items such as

equipment, office supplies, laboratory supplies, or workshop

and classroom supplies. The assessed value of donated property

included as cost sharing must not exceed the property's fair mar-

ket value at the time oi the donation.

The method used fordetermining the value of donated equipment,

buildings, and land for which title passes to the local government

may differ according to the following:

(1) lf the purpose ofthe state award isto assist the localgovern-

ment in acquiring equipment, buildings, or land, the aggre-
gate value of the donated property may be claimed as cost

sharing.

(2) lf the purpose of the state award is to support activities that

require the use of equipment, buildings, or land, only depre-

ciation charges for equipment and buildings may be made.

However, the fair market value ot equipment or other capital

assets and fair rental charges for land may be allowed if provided

in the terms and conditions ofthe state award.

The value of donated property must be determined in accordance

with the accounting policies of the local government with the fol

lowing qualifications:

{1) The value of donated land and buildings must not exceed

its fair market value at the time of donation to the local
government as established by an independent appraiser (for

example, certified real property appraise0 and certified by a

responsible official ofthe local qovernment.

{2) The value of donated equipment must not exceed the fair
market value at the time oi donation.
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{3) The value of donated space must not exceed the fat rental

value of comparable space as established by an indepen-

dent appraisal of comparable space and facilities in a pri-

vately owned building in the same locality.

(4) The value of loaned equipment must not exceed its fair
rentdlvalue.

The fair market value of third-party in-kind contributions must be

documented and, to the extent feasible, supported by the same

methods used internally by the local government.

Progrom lncome

Unless a state law provides otherwise, the local government shall

comply with the terms of the state award regarding the genera-

tion and use of program income. For purposes of TxGMS, the term

"program income" includes, but is not limited to, income from

fees for services performed, the use or rental of real or personal

property acquired under state awards, the sale of commodities or

items fabricated under a state award, Iicense fees, and royalties

on patents and copyrights, and principal and interest on loans

made with state award funds. "Program income" refers to gross

income directly generated by a supporting activity during the

period of performance. Costs incidental to the generation of pro-

gram income may be deducted from gross income to determine

program income only if (1) deduction is authorized by the award

and (2) the costs to be deducted are not charged to the award.

Except as otherwise provided in state statutes, regulations, or the

terms and conditions of the state award, program income does

not include rebates, credits, discounts, and interest earned on any

of them. Taxes, special assessments, levies, fines, and similar rev-

enues a local government raised are not program income unless

the revenues are specifically identified in the state award or state

agency regulations as program income. Proceeds from the s6le

of real property, equipment, or supplies are not program income;

such proceeds must be handled in accordance with the 8&E
erty Standards section. Unless the agency specifies or approves

another use of program income, program income is deducted from

totalallowable costs, reducing the overall total amount ofthe state

award.

Revision of Budget ond Progrom Plans

The approved budget for the state award summarizes the findncial

aspects of the project or program as approved during the state

award process. lt may include either the state share and non-state

share or only the state share as determined by the state agency or

pass{hrough entity.

The local government is required to report deviations from the

approved budget, project or program scope, or obiective, and

request prior approval from the state agency for budget and pro'

gram plan revisions, in accordance with thas se€tion.

When requesting approval for budget revisions, the localgovern-

ment must use the same format for budget information that was

used in its application, unless the state agency has approved an

alte.native format.

The localgovernment must request prior written approvalfrom the

state agency or pass-through entity for one or more of the follow-

ing programs and budget-related reasons:

(l) Change in the scope or the objective of the project or pro-

gram (even if there is no associated budget revision requir-

ing prior written approval).

{2) Change in key personnel (including employees and con-

tractors) that are identified by name or position in the state

award.

{3) The disengagement trom a project for more than three

months, or a 25 percent reduction in time and effort devoted

to the state award over the course of the period of perfor-

mance, by the approved proiect director or principal inves-

tigator.

(4) The inclusion, unless waived in writang by the state agency

or pass-through entity, of costs that require prior approval in

accordance with TxGf/S.

(5) The transfer ol funds budgeted for participant support costs

to other budget categories.

(6) Subaward activities not proposed in the application and

approved in the state award. A change of sub-grantee only

requires prior approval if the state agency or passihrough
entity includes the requirement in the terms and conditions

of the state award. ln general, a state agency or pass-

through entily should not require prior approval of a change

of sub-grantee unless the inclusion was a determining factor

in the merit review or eligibility process. This requirement

does not apply to the procurement transactions for goods

and services.

[) Changes in the total approved cost sharing amount.

{8) The need arises for additional state funds to complete the
project.

(9) Transferring funds between the construction and non-con-

struction work under the state award.

(10)A no-cost extension (meaning, an extension of time that

does not require the obligation of additional state funds)

of the period of performance than any one{ime extension

authorized by the state dgency in accordance with the state
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award. All requests for no-cost extensions should be submit.

ted at least 10 calendar days before the conclusion of the
period ot performance. The state agency may approve mul-

tiple no-cost extensions under a state award if not prohibited

by state statute or rule.

{11) Other circumstances specified in the state award.

The state agency must not permit a transfer of funds that would

cause any state appropriation to be used for purposes other than

those consistent with the appropriation. The state agency may

also, at its option, restrict the transfer of funds among direct cost

cateqories {for example, personnel, travel, and supplies) or pro-

9rams, functions, and activities when:

SIATEWIDE PROCUR EMENT D iVISIO N

Grantee Subawards and Contracts

S u b-g rd ntee o nd Cont ra cto r Determ i n stion
ln the event of a subaward or procurement contract, the local

government is responsible for making case-by-case determina-

tions lo determine whether the entity receiving state funds is a

sub{rantee or a contractor. lhe state agency may require the

local government to comply wath additional guidance to make

these determinations, provided such guidance does not conflict

with this section. Ihe table below sets forth criteria to be used to

distinguish sub-grantees from contractors in state grant programs-

(1) the state share of the state award exceeds the Texas Acquisi-

tion Threshold;and

(2) the cumulative amount of a transfer exceeds or is expected

to exceed 10 percent of the total budget, including cost

share, as last approved by the state agency.

Period of Perfotmonce

A local government may charge to the state award only

allowable costs incurred during the period of performance

and any costs incurred before the state agency made the state

award that were authorized by the state agency. See Pre-award

Costs in Appendix Z

STATE GRANT PROGRAM

Characteristics that support the classiflcation ofthe entity as a

sub-Srantee include, butare not limited to, when lhe entity:

(1) determines who is eligible to receive what financial
assistance;

(2) has its performance measured in relation to whetherthe
objectives ofa grant program were met;

(3) has responsibility for programmatic decision making;
(4) is responsible for adherence to applicable grant program

requirements specified in the state award; and
(5) implements a program for a public purpose specified in

authorizing statute, as opposed to providing goods or
services for the benefit ofthe Iocal government.

Characteristics that support a procurement relationship between

the local government orsub-grantee a contractor include, but are

not limited to, when the contractor:

(1) provides the goods and services within normal business
operations;

(2) provides similar goods or services to many different
purchasers;

(3) normally operates in a competitive environment;

(4) provides goods or services that are ancillary to the
implementation of a grant program; and

(5) is not subject to compliance requirements of a state grant
program as a result of the agreement. However, similar
requirements may apply for other reasons.

Sub-grantee/Subtecipient and Gontractor Determination

Sub-grantee/Subrecipient Gontractor

Texas Grant Management Standards - Version 2.0 | 17

VOL r,\-F PG
q3



STATEWIDE PROCUREMENT DIVISION

Procurement Controcts

GENERAT PROCUREMENT STANDARDS

Procu.ement Methods

When procuring property and services under a state award, the

local government must follow the same documented policies and

procedures, including conllict of interest standards, it uses for pro-

curements from its non-state funds as well as comply with TxGMs

and applicable law. The local government shall use the procure-

ment methods in this section unless another method is approved

by the state agency.

Procurement by micro-purchases

Procurement by micro-purchase is the aggregate dollar amount of

which does not exceed $10,000. Micro-purchases may be awarded

without soliciting competitive quotations if the local government

considers the price to be redsonable.

Procurement bysimplified acquisition procedures

Small purchase procedures are those relatavely simple and infor-

mal procurement methods for securing services, supplies, or

other property that do not cost more than the Texas Acquisition

Threshold. lf simplified acquisition procedures are used, price or

rate quotations must be obtained from an adequate number of
qualified entities.

Procurement by sealed bids (formal advertising)

Sealed bidding isfeasibleonlyif(1)a complete, adequate, and real-

istic specification or purchase description is available; (2) two or

more responsible bidders have been identified as willing and able

to compete effectively for the business: (3) the procurement lends

itselfto a lirm-fixed-price contract;and (4)the selection ofthe suc-

cessful bidder can be made principally based on price. lf sealed

bids are used, bids must be solicited from an adequate number

of known suppliers, providing them with sufficient response tlme

prior to the date set for opening the bids. Unless specified by the

state agency, the grantee or sub-grantee may exercise judgment

in determining what number is adequate. For local governments,

the invitation for bids must be publicly advertised. The invitation

for bids must define the items or services in order for the bidder to

properly respond. All bids must be opened at the time and place

prescribed in the invitation for bids. A firm-lixed-price contract is

awarded to the lowest responsive and responsible bidder. When

specified in the solicitation, factors such as discounts, transpo(a-

tion cost, and life-cycle costs must be considered in determining

which bid is the lowest. Payment discounts may only be used to

determine the low bid when the grantee or sub-grantee deter-

rnines they are a valid factor based on prior experience. The

grantee or sub-grantee must document and provide justification

for all bids it rejects.

Procurement bycompetitive proposals

Thas is a procurement method used when conditions are not

appropriate for using sealed bids. This procurement method

may result in either a fixed-price or cost-reimbursement contract.

Requests for proposals require public notice, and all evaluation

factors and their relative importdnce must be identified. Proposals

must be solicited from multiple qualified entities. To the maximum

extent practicable, any proposals to the public notice must be

considered. The procuring entity must have written procedures for

conducting technical evaluations and for selecting contractoB. A

contract must be awarded to the responsible firm whose proposal

is most advantageous to the program, with paice and other factors

considered.

Procurement o{ architecture/engineering services by competi-
tive proposals

Competitive proposal procedures may be used for procurement

of ar€hatectural/engineering (&E) professional services using an

alternate evaluation method where the price is not a selection fac-

tor. lnstead of considering price, competitors' qualirications may

be evaluated and the most qualified competitor selected. Cootract

award is subject to negotiation of fair and reasonable compen"

sation. The method can only be used to procure architectural/

engineering professional services. lt cannot be used to purchase

other services provided by IJE firms that are a potential source to

perform the proposed work.

Procurement by noncompetitive proposals

Procurement through solicitation of a proposal from only one

source may be used only when one or more of the following cir-

cumstances apply: (1) the procurement kansaction can be fulfilled

by a single source; (2) the public exigency or emergency for the

requirement will not permit a delay resulting from providing pub-

lic notice of a competitive solicitation; (3) the local government

requests in writing to use a noncompetitive proposals; or {4) after

solicitation of a number of sources, competition is determioed

inadequate.

Procurement Considerations

The pur€hase procedures must avoid acquisition of unnecessary

or duplicative items. Consideration should be given to consolidal

ing or breaking out procurements to obtain a more economical

purchase. When appropriate, an analysis should be made between

leasing and purchasing property or equipment to determine the

most economical approach.
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Time and Materials Contracts

A time and materials contract is a contract in which the contractor

is paid the sum of (1) actual cost of materials used and (2) a fixed

hourly rate for labor. ln the event the local government uses a time

and materials contract, each contract must set a ceiling price that

the contractor exceeds at its own risk. Further, the local govern-

ment awarding such a contract must assert a high degree of over

sight in order to obtain reasonable assurance that the contractor

is using efficient methods and effective cost controls. Because the

contractor will have no incentive to control the cost of materials, a

time and materials contract is appropriate only if no other contract

is suitable.

Administrative Efriciency

When appropriate for procurement or use of common or shared

goods and services, the local government is encouraged to enter

into intergovernmental agreements80 and utilize the cooperative

purchasing programs established by 5PD or DIR for procurement

transactions. ln addition, the local government is encouraged lo

use federal, state, and local surplus property instead of purchas-

ing new equipment and property when it is feasible and reduces

project costs.

Award Considerations and Procurement Records

The local governrnent must award contracts to responsible con-

tractors that possess the ability to perform successfully under the

terms and €onditions of a proposed contract. The local govern-

ment must consider contractor integrity, public policy compliance,

proper classification of employees past performance record, and

financial and technical resources when conducting a procurement

transaction. The local government must maintain records suffi-

cient to detail the history of each procurement transaction- These

records must include the rationale for the procurement method,

contract type selection, contractor selection or rejection, and the

basis for the contract price.

Conflict of lnterest Standards

The local government or sub-grantee must maintain written stan-

dards of conduct covering conflicts of interest and governing the

actions of its employees engaged in the seleclion, award, and

administration of contracts. No employee, officer, or agent, board

member with real or apparent conflict of interest may participate in

the selection, award, or administration of a contract supported by

the state award. A conflict of interest includes when the employee,

officer, agent, or board member, any member of their immediate

STATEWIDE PROCUREMENT D IVIS IO N

family, their partner, or an organization that employs or is about to

employ any of the parties indicated herein, has a financial or other

interest in or a tangible personalbenefit from an entity considered

for a contract. An employee, officer, agent, and board member ol

the local government or subgrantee may neither solicit nor accept

gratuities, favors, or anything of monetary vdlue from contractors.

However, an unsolicited item of nominal value may be accepted

under a written policy of the local government or sub-grantee.

lf the local government or sub-grantee has a parent, atfiliate, or

subsidiary organization that is not a state, local government, or

lndian Tribe, the local government or sub-grantee must also main-

tain written standards of conduct covering organizational conflicts

of interest. Organizational conllicts of interest mean that because

of relationships with a parent company, affiliate, oI subsidiary

organization, the local government or sub-grantee is unable or

appears to be unable to be impartial in conducting a procurement

action involving a related organization. At a minimum, the local

government or sub-grantee's conflict of interest standards and

associated disclosure requirements must comply with applicable

law, TxGM5, and the terms and conditions of the state award.

Oversight

Ihe local government must maintain oversight to ensure that

contractors perform in accordance with the terms, conditions, dnd

specifications of their contracts and purchase orders. The local

government is responsible for the settlement of all contractual and

administrative issues arising out of its procurement transactions.

These issues include, but are not limited to, source evaluation,

protests, disputes, and claims. These standards do not relieve

the localgovernment of any contractual responsibilities under its

contracts.

COMPETITION

All procurement transactions must be conducted in a manner

that provides full and open competition and is consistent with

the standards of this section and applicable state law. To ensure

objective contractor performance and eliminate unfair competi-

tive advantage, contractors that develop or draft specifications,

requirements, statements of work, or invitations for bids must be

excluded from competing on those procurements. Some examples

of situations that may restrict competition include, but are not

limited to

(1) placing unreasonable requirements on firms for them to
qualify to do business;

(2) requiring unnecessary experience and excessive bonding;& An antergovernmental agreement is an agreemenl between govemmental entitjes

to e{change goods and seruices at cost, oa the nearest practicable estimale

thereot An lntergovernmental agreement is not a procurement contract.
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(3) noncompetitive pricing prdctices between firms or between
affiliated companies;

(4) noncompetitive contracts to consultants that are on retainer-

c0ntracts:

(5) organizational conflicts of interest;

(6) specifying only a "brand name" product instead of allowing
"an equal" product to be offered and describing the perfor-

mance or other relevant requirements of the procurement;

and

{7) any arbiirary action in the procurement process.

The local government must have written procedures for

procurement transactions. These procedures must ensure that all

solicitations

(1) Incorporate a clear and accurate description of the technical
requirements for the property, equipment or service being

procured. The description may include a statement of the
qualitative nature of the property, equipment, or service to

be procured. When necessary, the description must provide

minimum essential characteristics and standards to which

the property, equipment, or service must conform. Detailed
product specifications should be avoided if at all possible.

When it is impractical or uneconomical to clearly and

accurately describe the technical requirements, a "brand

name or equivalent" description of fedtures may be used to
provide procurement requirements. The specific features of
the named brand must be clearly stated.

(21 ldentify any additional requirements that the offerors must

fulfill and all other factors that will be used in evaluating bids
or proposals.

The local government must ensure that all prequalified lists of
persons, tirms, or products used in procurement transactions are

current and include enough qualified sources to ensure maximum

open competition. When establishing or amending prequalilied

lists, the local government must consider objective factors that

evaluate price and cost to maximize competition. The local

government must not preclude potential bidders from qualifying

during the solicitation period.

CONTRACT COST AND PRICE

The local government must perform a cost or price analysis for

every procurement transaction, including contract modifications,

in excess of the Texas Acquisition Threshold including conkact

modifications. The method and degree of analysis conducted

depend on the facts surrounding the particular procurement

transaction. For example, the Iocal government should consider
potential workforce impacts in its analysis if the procurement

transaction will djsplace public sector employees. However, as a

starting point, the local government must make independent esti-

mdtes before recervrng bids or proposdls.

Costs or prices based on estimated costs for contracts under the

state award are allowable onlytothe extentthatthe costs incurled

or cost estimates included in negotiated prices would be allowable

for the local government under the Cost Princioles section. The

local government may reference its own cost principles as long

as they comply with TxGMS cost principles. The local government

mustnotusethe "costplusa percentageof cost"and "percentage

of construction costs" methods of contractinq.

STATE AGENCY REVIEW

Specifications Review

The state agency or pass{hrough entity may review the techni-

cal specifications of proposed procurements under the state

award if the state agency believes the review ls needed to ensure

that the item or service specifled is the one being proposed for

acquisition. The local government or sub-grantee must submit the

technical specificdtion of proposed procurementswhen requested

by the federal agency or pass-through entity. This review should

take place prior to the time the specifications are incorporated

into a solicitation document. When the local government or sub-

grantee desires to accomplish the review after a solicitation has

been developed, the state agency or pass-through entity may still

review the specifications. ln those cases, the review should be

limited to the technical aspects of the proposed purchase.

Pre-procuaement Document Review

When requested, the local government or sub-grantee must pro-

vide procurement documents (such as requests for proposals, invi-

tations for bids, or independent cost estimates) to the state agency

for pre-procurement review. The state agency or pass-through

entity may conduct a pre-procurement review when

i]) the local government's procurement procedures or opera-

tion fails to comply with the procurement standards set forth
in TXGMS:

(2) the procurement is expected to exceed the Texas Acquisition
Threshold and is to be awarded without competition or only

one bid is expected to be received in response to a solicita-
tion;

(3) the procurement as expected to exceed the Texas Acquisition
Threshold, and specifies a "brand name" product:

(4) the procurement is expected to exceed the Texas Acquisition
Threshold and a sealed bid procurement is to be awarded to
an entity other than the apparent low bidder; or
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(5) a proposed contract modification changes the scope of a
contract or increases the contract amount and the resulting

contract value exceeds the Texas Acquisition Threshold.

The local government is exempt from the pre-procurement review

required by this section if the state agency determines that its
procurement systems comply with TxGMS. The local government

may request that the state agency review its procurement system

to determine whether it meets these standards for its system to be

certilied. Generally, these reviews must occur where there is con-

tinuous high-dollar funding and third-party contracts are awarded

reqularly.

The local government may self-certify its procurement system.

However, self-certification does not limit the state agency's or

pass-through entity's right to review the system. Under a self-

certification procedure, the state agency or pass-through entity

may rely on written assurances from the local government that it

is complying with the standards of this part. The local government

must cite specific policies, procedures, regulations, or standards

as complying with these requirements and have its system avail-

able for review.

(1) A bid guarantee from each bidder equivalent to 5 percent

of the bid price. The bid guarantee must consist of a firm
commitment such as a bid bond, certified check, or other

negotiable instrument accompanying a bjd as assurance

that the bidder will, upon acceptance of the bid, execute

any required contractual documents within the specified
timeframe.

(2) A performance bond on the contractor's part lor'100 percent

ofthe contractprice,A performance bond is a bond executed
in connection with a contract to secure the fullillment of all
the contractor's obligations under a contract.

(3) A payment bond on contractor's the part for'100 percent of
the contract price. A payment bond is a bond executed in

connection with a contract to assure payment as required
by the law of all persons supplying labor and material in the
execution of the work provided for under a contract.

CONTRACT PROVISIONS

The local government's contracts must contain applicable contract

provisions from Appgllllli as well as any addilional provisions

necessary for compliance with law and the terms of the state

award.

Suboward Procedures

REOUIREMENTS FOR PASS.THROUGH ENTITIES

A local government must ensure that every subaward is clearly

identified as a subaward and that the subaward complies with the

terms and conditions ofthe state award and TxGMS. The standards

required by TXGMS flow down to the sub-grantees through the

subawards unless the context clearly indicates otherwise.

Many of the standards in TxGMS are presented from lhe perspec-

tive of the grantor (state agency) and grantee (local government)

relationship. To determine the respective duties and obligations

in the subaward context, the local government in its role as the

pass{hrough entity will stand in the shoes of the grantor (state

agency) and the sub-grantee will comply with the requirements

of the grantee (local government) unless alternate text specifies

requirements for a particular category of sub-grantees (for exam-

ple, nonprofat organizations, institutions of higher education). ln its

role as a pas5-through entity, the local government will facilitate

the communications between the sub-grantees and state agency

that are necessary for the timely evaluation of matters requiring

the approval ofthe state agency. Unless the award provides other
wise, any matter that would require approval of the state agency

grantor ifcarried out by the local government grantee muststillbe

approved by the state agency grantor, even thouqh it is carried out

by a sub.grantee.

FIXED AMOUNT AWARDS

A flxed amount award is a type of grant agreement pursuant to

which the state agency or pass-through entity provides a specific

amount of funding without regard to actual costs incurred under

the state award. Fixed amount awards are appropriate when

the work that is to be performed can be priced with a reason-

able degree of certainty. Samples of appropriate mechanisms to
establish an appropriate price include the local government's past

experience with similar types of work for which outcomes and its
costs can be reliably predjcted, or the local government can easily
obtain price estimates for significant cost elements_

This type of state award reduces some of the administrative
burden and record-keeping requirements for both the local gov-
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BONDING REOUIREMENTS

The state agency or passlhrough entity may accept the recipient's

or subrecipient's bonding policy and requirements for construc-

tion or facility improvement contracts or subcontracts exceeding

the Texas Acquisition Threshold. Before doing so, the state agency

must determine thal the state interest is adequately protected. lf

such a determination has not been made, the minimum require-

ments must be as follows:
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ernment and state agency. Accountability is based primarily on

performance and resulls. With paior written approval from the

state agency, a pass-through entity may pfovide subawards based

on fixed amounts up to $500,000, provided the subawards comply

with the requarements oi this section and the state award. The fol-

lowing conditions apply to fixed amount awards:

(1) The state award amount is negotiated using the cost prin-

ciples (or other pricing information) as a guide. The state

agency or pass-through entity may use lixed amount awards

ifthe project scope is specific and if accurate cost, historical,

or unit pricing data is available to establish a fixed budget

based on a reasonable estimate of actual costs. Budgets for

fixed amount awards are negotiated with the local govern-

mentandthe total amount of the state funding is determined
in accordance with the local government's proposal, avail-

able pricing data, and !9:L8!i!gipls! se€tion. Accountability

must be based on performance and results, which can be

communicated in performance reports or through routine

monitoring. There is no expected routine monitoring of
the actual costs incurred by the local government under

the state award. Therefore, the state agency may choose

not to require financial reporting. This does not absolve

the local government from the record retention nor does it
absolve the local government of the responsibilities of mdk-

ing records available for review during an audit. Payments

mustbe based on meeting speciflc requirements of the state
award. Some of the ways in which the state award may be
paid include, but are not limited to, the following:

(a) ln several partial payments. The amount of each pay,

ment as well as the "milestone" or event triggerjng the
payment, should be agreed to in advance and included

in the state award.

(b) 0n a unit price basis. The defined unit prices should be

agreed to in advance and ancluded in the state award.

(c) ln one payment at the completion of the state award.

(4) A fixed amount award must not be used in programs that

require cost sharing.

(5) A fixed amount award may generate and use program

income in accordance with the terms and conditions of the

state award; however, the requirements of Proqram lncome

section of TxGt!4S do not apply.

(6) At the end of a fixed amount award, the local government

must certify in writing to the state agency or passlhrouqh

entity that the project was completed as agreed to in the

state award, or identify those activities that were not c0m-

pleted, and that all expenditures were incurred in accor'

dance with Factors Affectino Allowabilitv of Cosb. Wheo

the required activities were not carried out, including fixed

amount awards paid on unit price basis under paragraph (1)

(b) of this section, the amount of the state award must be

reduced by the amount that reflects the activities that were

not completed in accordance with the state award. When the

required activities were completed in accordance with the

terms and conditions of the state award, the local govern-

ment is entitled to any unexpended funds.

(7) Periodic reports may be established forfixed amount awards.

(8) For prior approval requirements that apply to fixed amount

awards, see Revision of Budqet and Prooram Plans and

Fixed Amount Awards

PRE.AWARD RISK REVIEW OF APPTICANTS

Prior to makinq a subaward, the local government must review the

risk posed by grant applicants.

The local government as part of its pre-award risk review may

review eligibility qualifications and financial integrity information

available through government repositories such as the System for

Award Management (SAM.gov). Awards may not be made to enti-

ties that are subject to suspension or debarment as indicated on

the Texas Debarred Vendor List or System forAward l\4anagement.

The local government must establish and maintain policies and

procedures for conducting a risk assessment to evaluate the

risks posed by applicants before issuing state subawards. This

assessment helps identify risks that may affect the advancement

toward or the achievement ol a project's goals and objectives.

Risk assessments assist grant program managers in determining

appropriate resources and time to devote to project oversight and

monitor recipient progress. This dssessment may incorporate ele-

ments such as the quality of the application, award amount, risk

associated with the program, cybersecurity risks, fraud risks, and

impacts on localjobs and the community. lf the local government

determines that a subaward will be made, specific conditions that

correspond to the degree of risk assessed may be applied to the

subaward agreement. The risk criteria to be evaluated must be

desaribed in the announcement of the funding opportunity.

ln evaluating risks posed by applicants, the local government may

consider the following:

(a) financial stability;

(b) the applicant's record of effectively managing financial risks,

assets, and resources:

(c) quality of management systems and ability to meet the man-

agement standards;

(d) the applicant's record of managing previous and current

dwards, including compliance \,Yith reporting requirements

and conformance to the terms and conditions of state and

federdl awards, if applicable:
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(e) reports and findings from audits performed, if applicable; and

(f) the applicant's ability to effectively implement statutory,

regulatory, or other requirements imposed on the grantee

and sub-grantees of state awards.

SPECTFtC CONDT ONS

The local government may impose additional specific conditions

based on an analysis ofthe following factors:

STATEWIDE PROCUREMENT DIVISION

through subawards to sub-grantees, the local government must

include the following information in the subaward:

Subaward lnformation

The local government must include the following information in

each subaward:

{a) Sub-grantee's name (which must match registered name in

SAM or DUNs);

(b) Sub-granteel unique entity identifier or DUNS number;

(c) Funding opportunity number (if the local government has

assigned a number to the funding opportunity);

(d) Award date;

(e) Period of performance (start and end date);

(f) Amount of state funds obligated in the subaward;

{g) Total amount of state funds obligated to the sub-grantee by

the local government, including the current obligation:

(h) Total amount of each state award committed to the sub-

grantee by the local government;

{i) Total required cost sharing, if applicable;

(i) Project description;

(k) Name of local government and contact information for award-

ing official; and

(l) lndirecl cost rate for the subaward.

Te.ms and Conditions

The local government must incorporate all the general terms and

conditions (for example, administrative requirements, statutes and

rules) applicable to the award.

lf the subaward includes terms and conditions incorporated by

reference, the subdward must include wording that expressly

incorporates, by reference, the applicable information and speci-

fies a publicly available website where the information may be

accessed. The local government must provide a copy of the full

text of such information promptly if a sub-grantee requests it.

The local government must also maintain an archive of previous

versions of the incorporated by reference terms and conditions,

with effective dates, for use by the sub-grantees, auditors, or
others. The archive should be located on the local government's

website in the same place where current terms and conditions are

available.

Additional Requirements

The local government must include any additiondl requirements
necessary for the local government to meet its responsibilities
under the state award. This includes lnformation and certifications

its risk assessment as described in the Pre-award Risk

Review of Applicanls section:

{2) the sub-grantee's history of compliance with the terms and

conditions of a state or federal award:

(3) the sub-grantee's ability to meet expected performance

goals as described in the subaward; or

(4) a responsibility determination of a sub-grantee.

These specific conditions may include the following:

(l) requiring payments as reimbursements rather than advance

payments;

(2) withholding authority to proceed to the next phase until

receipt of evidence of acceptable performance;

(3) requlring additional or more detailed financial reports:

(4) requiring additional project monitoring;

(5) requiring the grantee or sub-grantee to obtain technical or
management assistance; or

(6) establishinq additional prior approvals.

Prior to imposing specilic conditions, the local government must

notify the sub-grantee as to

(1) the nature of the specific conditions:

(2) the reason why the specific conditions are being imposed;

(3) the nature of the action needed to remove the specific con-

ditions, if applicable:

(4) the time allowed for completing the actions; and

(5) the method for requesting the local government to recon-
sider imposing a specific conditaon.

Any specific conditions must be promptly removed once the condi-

tions that prompted them have been corrected.

INFORMATION CONTAINED IN A SUBAWARD

The local government shall ensure that each subaward is clearly

identified to the sub-grantee as a subaward and that each sub-

award is formalized by written agreement. ln addition to any
applicable terms and conditions of the state award that flow down

0)
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required for submitting financial and performance reports that the

local government must provide to the state agency.

(a) State Agency, Program, or Award-Specific Terms

and Conditions. The local government may include in

each subaward any specific terms and conditions that

are in addition to the general terms and conditions.

Whenever practicable, these specific terms and condi-

tions also should be available on a public website and

in notices of funding opportunities in addition to being

included in a subaward.

{b) Subaward Performance Goals. The local govern

ment must include in the subaward an indication of
the timing and scope of expected performance by the

sub-grantee as related to the outcomes intended to be

achieved by the p.ogram. ln some instances (for exam-

ple, discretionary research awards), this may be limited

to the requirement to submit technical performance

reports (to be evaluated in accordance with local

government policy). Where appropriate, the subaward

may include specific performance goals, indicators,

milestones, or expected outcomes (such as outputs, or
services performed or public impacts of any of these)

with an expected timeline for accomplishment. Report-

ing requirements must be clearly articulated such that,
where appropriate, performance during the execution

of the subaward has a standard against which sub-
grantee performance can be measured.Ihe local gov-

ernment may include program-speciflc requirements,
as appli€able. These requirements should be aligned
with strateqic goals, strategic objectives or perfor-

mance goals that dre relevant to the program.

(4) The subaward shallinclude the indirect cost rate forthe sub-

award that is either a negotiated rate or a de minimis rate as

defined in the lndirect Costs section.

(5) The subaward shall include a requirement that the sub-

grantee permit the local government dnd auditors to access

the sub-grantee's records and financial stdtements for the
local government to fulfill its monitoring requirements.

(6) The subaward shall include appropriate terms and condi-

tions concerning the closeout ofthe subaward.

EVALUATION OF SUB.GRANTEE'S RISK OF

NONCOMPTIANCE

The local government shall evaluate each sub-grantee's fraud

risk and risk of noncompliance with a subaward to determine

the appropriate sub-grantee monitoring. When evaluating a sub-

grantee's risk, a local government should consider the following;

(l) The sub-grantee's prior experience with lhe same or similar

subawards;

(2) The results of previous audits. This includes considering

whether or not the sub-grantee receives a Single Audit
prepared in compliance with the Uniform Guidance, and the

extent to which the same or similar subawards have been

audited;

(3) Whether the sub-grantee has new personnel or new or sub-

stantially changed systems; and

(4) The extent and results of state agency monitorjng (for exam-

ple, if the sub-grantee also receives state awards directly

from the state agency).

lf appropriate, the local government will consider implementing

specific conditions in a subaward and notify the state agency of

the specific conditions

SUB.GRANTEE MONITORING AND MANAGEMENT

The local government must monitor the activities of a sub-grantee

as necessary to ensure that the sub-grantee complies with state

law and the terms and conditions of the subaward. The local gov'

ernment is responsible for monitoring the overall performance

of a subrecipient to ensure that the goals and objectives of the

subaward are achieved. ln moniioring a sub-grantee, a local gov-

ernment must:

(1) Review financial and performance repo s.

(2) Ensure that the sub-grantee takes corrective action on all

significant developments that negatively atfect the sub-

award. Significant developments include Single Audit find-

ings related to the subaward; other audit findings, site visits,

and written notifications from a subrecipient of adverse

condition that will impact its ability to meet the milestones

or the objedives of a subaward. When significant develop'

ments negatively impact the subaward, a sub-grantee must

provide the local government with information on its plan

for corrective action and any assistance needed to resolve

the situation.

i3) lssue a management decision for audit findings pertain

ing to the subaward provided to the sub-grdntee lrom

the local government as required by the Manaqement Deci-

sion section

Depending upon the local government's assessment of the risk

posed by the sub-g rdntee as described in the Evaluation of Sub-

antee's Risk of Noncom lia section, the following monitoring

tools may be useful for the local government to ensure proper

accountability and complaance with program requirements and

achievement of performance goals:

(1) providing sub-grantees with training and technical assis-

tance on program"related matters;
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(2) performing site visits to review the sub-grantee's program

operations;and

(3) arranging for audit services.

The local government must verify that a sub-grantee is audited as

required by TxGi.4S. Further, the local government must consider

whether the results of a sub-grantee's audit, site visits, or other

monitoring necessitate adjustments to the local government's

records. lhe local government must consider taking enforcement

action against noncompliant sub-grantees as described in the

Renredies for Noncompliance section and permitted by the sub-

Property Standards

lnsuronce Coverage

The local government must, at a minimum, provide the equivalent

insurance coverage for real property and equipment acquired or

improved with state funds as provided to property and equipment

owned bythe local government. lnsurance is not required forstate

owned property unless required by the terms and conditions of

the state award.

Redl Property

Subjectto the obligations and conditions set forth in state law, title

to real property acquired or improved under the state award will

vest upon acquisition in the local government. See the Prooertv

Trust Relationship section. Prior approval of the state agency

is required, prior to the acquisition of real property by the local

government using grant funds. Except as otherwise provided by

state statutes or the state agency, real property must be used for

the originally authorized purpose as long as it is needed for that

purpose

A local government must use, manage, and dispose of real prop-

erty acquired under a state ayrard in accordance with appljcable

law. When real property is no longer needed for the originally

authorized purpose or the state award expires or terminates, the

local government must obtain written disposition instructions from

the state agency.

Stote-owned Property
Title to state-owned property remains vested with the state gov-

ernment. The local government must submit an inventory of all

stdte-owned property in its custody to the state agency annually.

The local government must request disposition instructions from

SIATEWIDE PROCUREMENT DIVISION

the state agency or pass-through entity upon the completion ofthe

state award or when the property is no longer needed.

Equipment
Title to equipment acquired under the state award will vest upon

acquisition in the local government subject to the conditions ofthis

section. This title must be a conditional title unless a state statute

specifically authorizes the state agency to vest title in the local

government without further responsibility to the state government

and the state agency elects to do so. A conditional title means

a clear title is withheld by the state agency until conditions and

requirements specified in the terms and conditions of a state

award have been fulfilled.

The local government or sub-grantee must use equipment for the

project or program for which it was acquired and for as long as

needed, whether or not the project or program continues to be

supported by the state award. The local government must not

encumber the equipment without prior written approval of the

state agency or pass-through entity.

Prior written approval by the state agency is required if the local

government desires to use the equipment (1) for activities in sup-

port of other grant programs, (2) to provide services for I fee that

is less lhan a private company would charge for similar services,

and (3)as a trade-in with the proceedsto offsetthe costofreplace-

ment equipment.

Regardless of whether equipment is acquired in part or its entirety

under the state award, the local government must manage equip-

ment (including replacement equipment) utilizing procedures that

meet the followinq requirements:
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award.

(1) Property records must include a description of the property,

a serial number or another identification numbel the source

of funding for the property the title holder, the acquisition

date, the cost of the property, the percentage of the state

agency contributron towards lhe originatirur(hdse, the loca-

tion, use and condition of the property, and any disposition

data including the date of disposal and sale price of the
property. The local government and sub-grantee are respon-

sible for maintaining and updating property records when

there is a change in the status of the property.

(2) A physical inventory ofthe property must be conducted, and

the results must be reconciled with the property records at

least once every two years, and more frequently if required

by statute or the award.

(3) A control system must be in place to ensure safeguards for
preventing property loss, damage, or theft. Any loss, dam-
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age, or theft of equipment must be investigated. The local

government or sub-grantee must notify the state agency or
pass{hrough entity of any loss, damage, or theft of equip-

ment that will have an impacton the program.

(4) Regular maintenance procedures must be in place to ensure

the property is in proper working condition.

(5) lf the local government is authorized or required to sell

the property, proper sales procedures must be in place to

ensure the highest possible return.

(6) The stdte agency may specify additional requirements for
Controlled Assets orother items ofequipment, regardless of

cost, with a high potential for loss.

A local government must use, manage, and dispose of equip-

ment acquired under a state award by the local government in

accordance with applicable law. The local government must obtdin

written disposition instructions from the state agency when the

original or replacement equipment acquired under a state award

is no longer needed for the original project, program, or other

authorized purpose, or when the state award expires or termi-

nates, unless the per unit fair markel value of the equipment is

less than $10,000 or disposition instructions have been previously

provided.

Supplies

Title to supplies acquired under the state award will vest upon

acquisition in the local government. A local government must use,

manage, and dispose of supplies acquired under a state award by

the local government in accordance with applicable law. The state

agency may specify additional requirements for Controlled Assets

or other types of supplies, regardless of cost, with a high potential

for loss.

When there is a residual inventory of unused supplies exceed-

ing $10,000 in aggregate value at the end of the period of per-

formance, and the supplies are not needed for any other state

award, the local government may retain or sell the unused sup-

plies. Unused supplies mean supplies that are in new condition,

not having been used or opened before. The aggregate value of

unused supplies consists of all supply types, not just like-item sup-

plies. The state agency or pass-through entity is entitled to com-

pensation in an amount calculated by multiplying the percentage

of the state agency's or pass-through entity's contribution towards

the cost of the original purchases by the current market value or
proceeds from the sale. lf the supplies are sold, the state agency

or pass-through entity mdy permit the local government to retain,

from the state share, $1,000 of the proceeds to cover expenses

associated with the selling and handling of the supplies. Unless

expressly authorized by state statute, the local government must

not use supplies acquired with the state award to provide services

for a fee that is less than a private compdnywould charge for simi

lar services, unless prior written approval from the state agency is

obtained.

lntangible Property

Title to intangible property acquired under a state award vests

upon acquisition in the local government. The local government

must use the intangible property for the originally authorized pur-

pose and must not encumber the property without the approval of

the state agency.

A local government must use, manage, and dispose of intdngible

property acquired under a state award by the local government in

accordance with applicable law. lf expressly provided in the state

award, the local government may copyright any work that is sub'

iect to copyright and was developed, or for which ownership was

acquired, under a state award. The state agency reserves a royalty-

free, nonexclusive, and irrevocable right to reproduce, publish, or

otherwise use the work tor state purposes and to authorize others

to do so. This includes the right to require local governments and

sub-grantees to make such works available through government

repositories.

When no longer needed for the originally authorized purpose or

when the state award expires or terminates, the localgovernment

must obtaio written disposition instructions from the state agency.

Absent statutory authority and specific terms and conditions in the

state award, the local government will execute all papers and to

periorm such other property rights as ne€essary to transfer the

intangible property to the state agency.

Property Trust Re lati onsh i p

Real property, equipment, and intangible property acquired or

improved with the state award must be held in trust by the local

government as trustee for the beneficiaries of the project or pro-

gram under which the property was dcquired or improved. The

state agency or passlhrough entity may require the local govern-

rnent to record liens or other appropriate notices of record to indi-

cate that personalor real property has been acquired or improved

with a state award and that use and disposition conditions apply

to the property. Absent statutory authority and specific terms and

conditions in the state award, property acquired under the state

award is state property.

26 | Texas Grant Management Standards - Version 2.0
voL ,\-F a\



Records pertaining to state property must be complete, accurate,

and detailed.sr Depending on the transaction, property purchased

with state grant funds may be subject to the Statewide Property

Accounting (SPA) system reporting requirements.s2 As general

guidance, for a capital asset purchased with state grant funds

to be reported by a state agency in the SPA system, the capital

asset must be (1) placed into service by the state agency and

(2) in the state agency's possession. The term "capital asset" is

defined to be a possession of the state that has an estimated use-

ful life of more than one year.3] Grant program managers should

consult with the Comptroller's Fiscal Management Division at

spa@cpa.texas.qov to determine whether property purchased

using state grant funds is to be reported in the SPA system.sa

Performance and Financial Monitoring and
Reporting

Finonciol Reporting

The local government or sub-grantee will provide flnancial reports

in the form and format prescribed by the state agency.

The state agency or pass-through entity must collect flnancial

reports no less than annually. The local government may not col-

lect financial reports more frequently than quarterly unless a spe-

cific condition has been implemented in accordance with !pgqil!!
ggjldilig!!. To the extent practicable, the local government should

collect financial reports in coordination with performance reports.

The local government or sub-grantee must submit financial reports

as required by the state award. Reports submitted annually by the

localgovernment or sub-grantee must be due no laterthan 90 cal-

endar days after the reporting period. Reports submitted quarterly

or semiannually must be due no Iater than 30 calendar days after

the reporting period.

The linalfinancial repod submitted by the local government must

be due no later than 120 calendar days after the conclusion of the

period of performance. A sub-grantee must submit a final financial

report to a local government no later than 90 calendar days after

lhe conclusion of the period of performance. The state agency

STATEWIDE PROCUREMENT DIVISION

or pass{hrough entity may extend the due date for any financial

report with justification from the local government or sub-grantee.

Monitoring ond Reporting Progrom
Performonce
MonitorinE by the LocalGovernmenl

The local government must be responsible for the oversight of

the state award. The local government must monitor its activities

under state awards to ensure they are compliant with all require-

ments and meeting performance expectations. Monitoring by the

local government must cover each program, function, or activity.

Submitting Performance Reports

(lJ The local government must submit performance reports as

required by the state award. lntervals are no less frequently

than annually nor more frequently than quarterly except if

specific conditions are applied, and preferably in coordina-

tion with performance reporting. The local government must

submit annual reports 90 calendar days afier the reporting
period unless otherwise specified in the state award and

must submit quarterly or semiannuat repoft 30 calendar

days after the reporting period unless otherwise specified in

the state award. Alternalively, the state agency may require

annual reports before the anniversary dates of multiple-year

stale awards. The local government must submit the final
performance report 90 calendar days after the conclusion of
the period of performance. The state agency or pass-through

entity may extend the due date for any performance report

with justification lrom the local government or sub-grantee.

(2) The local government must submit performance reports in

a form and format approved by the state agency. The per-

formance repods should contain, foreach state award, brief
information on the following aswellas any other information

specified by the state agency in the state award:

(a) A comparison of accomplishments to the objectives of

the state award established for the reporting period {for
example, comparing costs to units of accomplishment.

Where performance trend data and andlysis would

be informative to the state aqenry program, the state

agency should include this as a performance reporting

requirement.

(b) Explanations on why established goals or objectives

were not met.

(c) Additional information including, when appropriate,

analysis and explanation of cost overruns or higher-than-

expected unit costs.

!' See gereralt Chapter 403, Subchapter !, of the Texas Govenment Code for

propertyaccountinBrequirementsforproperty belongingtothe State and 34 TAC

5 5.200 forrule pertainingto the Statewide Prope(y Accounting System.
e TEX. GoVTCoDE 5 403.272.
31 34 TAc S 5.200(a).
3a See generalr 34 TAC 5 5.200(b) for certain exemptions to the SPA system

reporting requhements.
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Conslruction Performance Reports

Stdte agencies or passlhrough entities rely oo on-site technical

inspections and certified percentage ofcompletion data to monitor

progress under state awards for construction. Therefore, the state

agency may require additional performance repods when neces-

sary to ensure the goals and objectives of the state awards are

rnet. The local government will provide performance informatlon

in the form, format, a0d frequency prescribed by the state agency.

Significant Developments

When a significant development that could impact the state

award occurs between performdnce reporting due dates, the

local government must notiiy the state agency or pass{hrough

entity. Significant developments include events that enable meel

ing milestones and objectives sooner or at less cost than antici-

pated or that produce different beneficial results than originally

planned. Significant developments also include problems, delays,

or adverse conditions that will impact the local government's

ability to meet milestones or the objectives of the state award.

When significant developments occur that negatively impact the

state awdrd, the localgovernment must include information on its

plan for corrective action and any assistance needed to resolve

the situation.

Site Visits

The state agency or passlhrough entity may conduct in-person or

virtual site visits as warrdnted.

Waiver

The state agency may waive any performance report that is not

necessary to ensure the goals and objectives of the state award

are being achieved.

Reporting on Reol Property
Unless waived by the state agency, the local government will sub-

mit reports at least annually on the status of real property in which

the state government retaans an interest.

Records Retention and Access

Unless otherwise directed by the state agency, the local govern-

ment must maintain and retain records (for example, financial

records, performance records, supporting documents) until the

third anniversary of the later date of (1) the grant completion or

expiration or (2) the resolution of all issues that arose from any

litigation, claim, negotiation, audit, open records request, admin-

istrative review, orother action jnvolving the grantordocuments.as

The state agency may determine that records must be maintained

by the state agency.36 Upon written request by the state agency,

lhe localgovernment will promptly and in a secure manner transfer

designated records into the custody ofthe state agency. However,

the state agency may arrange for the local government to access

the records that have long-term retention value so long as they are

continuously avaalable to the state government.

The state agency, the State Auditor's Office, or any of their

authorized representatives, must have the right of access to any

documents, papers, Iinancial statements, or other records of the

local government pertinent to the state award, to perform audits,

execute site visits, or for any other official use. This right also

includes timely and reasonable access to the local government's

personnel for the purpose of interview and discussion related to

such documents or the state award in general. This right of access

is not limited to the required retention period but lasts as long as

the records are retained.

The local government shall comply with the requirements of the

Texas Public lnformation Act, if the local government is subject to

it.37 lf the local government receives a public information request

for information related to the state award, the local government,

unless the grant agreement directs otherwise, v,/ill provide notice

of such request to the state agency under Section 552.305(b) of

the Texas Government Code. lf the local government receives a

court order or a subpoena requiring the production and disclosure

of records related to the state award, then the local government,

if not otherwise prohibited under the terms of the order or sub-

poena, will provide prompt written notice to the state agency of

the order or subpoena.

Remedies for Noncompliance

Add itiono I Specific Conditio ns o nd
Corrcctive Action

The state agen€y or pass-through entity may implement specific

conditions if the local government fails to comply with statutes,

'5 ln accordance wilh th e Texas State Recods Retention Schedule,13TAC E 6.10,
the retentio0 period specified in Section 441.1855 of the Texas Govemment

Code does not apply to gra nt agreements.
6 Ct 13 TAC S 6.94(a)(9) (stating that each state agency must require all third-

party custodians ofrecords to provide the slate agencywith descriptions oltheir
business continuity and/or disaster rccovery plans as regards to the protection

ofthe state agency's vitalstate rccords).

'7 Chapter 552 ol the Texas Govenmenl Code.
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rules, or the terms and conditions of the state award, under the

following circumstances:

(1) when a sub-grantee has a history of failure to comply with

the terms and conditions of state awards;

(2) when a sub-grantee fails to meet expected performance

goals contained in state award; or

{3) when a sub-qrantee has inadequate linancial capability to
perform the state award.

Specific conditions may include the following:

(1) requiring payments as reimbursements rather lhan advance

payments;

(2) withholding authority to proceed to the next phase until

receipt of evidence of acceptable performance;

{3) requiring additional or mo.e detailed financial reports;

(4) requiring additional proiect monitoring;

(5) requiring the sub-grantee to obtain technical or manage-

ment assislance; or

{6) establishinq additional prior approvals.

Prior to imposing specific conditions, the state agency must notify

the local government as to:

(1) the nature of the specific conditions;

(2) the reason why the specific conditions are being imposed;

(3) the nature of the action needed lo remove specific condi-

tions:

(4) the time allowed for completing the actions; and

(5) the method for requesting the state agency or pass-through

entity to reconsider imposing a specific condition.

Once the circumstances that prompted the imposition of the spe-

cific conditions have been corrected, the state agency will remove

the specific condition(s) upon written request of the local govern-

ment.

lf the state agency determines that noncompliance cannot be

remedied by imposing additional conditions, the state agency may

take one or more of the following actions, as appropriate in the

circumstances:

(1) Temporarily withhold payments until the local government

takes corrective actaon;

{2) Disallow costs for all or part of the activity associated with
the noncompliant of the local government;

(3) Suspend or terminate the state award in part or in its entirety;

(4) Withhold further state funds (new awards or continuation
funding) for the project or program; and

STATEWIDE PROCUREMENT DIVISION

(5) Pursue other legally available remedies

Terminotion

The state award may be terminated in part or in its entirety as

follows:

(1) By the state agency if the loc6l governmenl fails to comply

with the terms and conditions of the state award.

(2) By the state agency with the consent of the local govern-

ment, in which case the two parties must agree upon the

termination conditions. These conditions include the effec-

tive date and, in the case of partial termination, the portion

to be terminated.

(3) By the local government upon sending the state agency

a written notiflcation of the reasons for such termination,

the effective date, and, in the case of partial termination,

the portion to be terminated. However, if the state agency

determines thatthe remaining portion ofthe state award will

not accomplish the purposes for which the state award was

made, the state agency may terminate the state award in its

entirety.

(4) By the state agency for cause.

(5) By the state agency for convenience.

When the state award is terminatedin part or its entirety, the state

agency and the local government remain responsible for compli-

ance with the requirements set forth in the Elgsggg! and eg:L
Closeout Adiustments and Continuinq Resoonsibilities sections.

Notifi cqtion of Te rm i n otion Req u i reme nt
The state agency must provide written notice of termination to the

local government unless the state awald is being terminated by

the local government. lf the localgovernment initiates the termina

tion of the state award, then the local government must provide

written notice of the termination to the state agency. The written

notice of termination should include the reasons for termination,

the effective date, and the portion of the state award to be termi-

nated, if applicable.

Opportunities to Object, Heorings, and
Appedls

The state agency must maintain written procedures for process-

ing objections, hearings, and appeals. Upon initiating a remedy

for noncompliance (for example, disallowed costs, a corrective

action plan, or termination), the state agency must provide the
local government with an opportunity to object and provide infor-

mation challenging the action. The state agency will comply with
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any requirements for hearings, appeals, or other administrative

proceedings to which the local government is entitled under any

statute or rule applicable to the action.

Effects of Suspension ond Termination

Costs to the local qovernment resulting from obligations incurred

by the local government during a suspension or aFter the termina-

tion of a state award are not allowable unless the state aqency

expressly authorizes them in the notice of suspension or termina-

tion or subsequently. However, costs during suspension or after

termination are allowable if

(1) the costs result from obligations that were properly incurred

bythe localgovernment before the effective date of suspen'
sion or termination, and not in anticipation of it; and

(2) the costs would be allowable if the state award was not

suspended or expired normally at the end of the period ol
performance in which the termination tdkes effect.

Closeout

The state agencywillclose outthe state award when itdetermines

that all applicable admanistrative actions and all required work of

the state award have been completed by the local government.

Closeout activities include the following:

(1) The localgovernment must submit all reports (financial, per-

formance, and other reports required by the state agency)

no later than 90 calendar days after the conclusion of the
period of performance or an earlier due date if specified
by the state award. A sub-qrantee must submit all reports
(financial, performance, and other reports required by a sub-

award) to the pass-through entity no later than 90 calendar
days after the conclusion of the period of performance by

the subaward (or an earlier due date as agreed upon by

the pass-through entity). When justified, the state agency

or p6ss-through entity may approve extensions for the local
government or sub-grantee. When the local government

does not have a final indirect cost rate covering the period of
performance, a final financial report must still be submitted
to fulfill the requirements of this section. The local govern-

ment must submit a revised final financial report when all

applicable indirect cost rates have been finalized.

(2) The local government must liquidate all obligations incurred

under the state award no later than the liquidation date indi
cated in the state award or 90 calendar days after the con-

clusion of the period of performance. A sub-grantee must

liquidate all tinancial obligations incurred under a subaward

no later than 90 calendar days aiter the conclusion of the

period of performance of the subaward (or an earlier date

as agreed upon by the state agency or pass-through entity

and local government). When justified, the state agency or
pass-through entity may approve extensions for the local
government or sub'grantee.

(3) Closeout activities a.e not complete if payment by the state

agency to the local government is outstanding for allowable

reimbursdble costs under the state award being closed out.

(4) The local government must promptly refund any unobligated

funds that the state agency paid and that are not authorized

to be retained.

(5) Consistent with the terms and conditions of the state award,

the state agency must make all necessary adjustments to

the state share of costs after closeout reports are received

{for example, to reflect the disallowance of any costs or the
deobligation of an unliquidated balance).

{6) The local government must account for any property

acquired with state funds or received from the state govern-

ment in accordance with the tgpg4Lslg$llldg and egt
@sections.

[) The state agency should complete all closeout actions for

state awards no later than one year after receipt and accep-

tance of all required flnal reports.

Post-Closeout Adjustments and Continuing
Bes ponsib ilities
The closeout ol the state award does not affect any of the follow-

ing:

(l) The right of the state agency to disallow costs and recover

funds based on a later audit or review- However, the state

agency must make determinations to disallow costs and

notify the local qovernment within the record retention
period.

(2) The local government's obligations to return funds or right
to receive any remaining and available funds as a result

of refunds, corrections, final indirect cost rate adjustments
(unless the state award is closed in accordance with the

Closeout section), or other transactions.

(31 dit !irenrents of TxGMs

(4) Property management and disposition requirements speci-

lled in the Propertv Standards section.

(5) Records retention as required by the Records Retention and

Access section.

After the closeout of the state award, a relationship created under

the state award may be modified or ended in whole or in part.

This may only be done with the consent of the state agency and

the local government, provided the responsibilities of the local

government referred to in this section, including those for prop-
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erty management as applicable, are considered and provisions

are made for continuing responsibilities of the Iocal government,

as appropriate.

Collection of Amounts Due

Any state funds paid to the local government in excess of the

amount that the local government is determined to be entitled to

under the state award constitute a debt to the State of Texas. The

state agency must collect all debts arising out of its state awards

in accordance with Chapter 2251 of the Texas Government Code,

if it applies.

Cost Principles

Generol Provisions

POTICY GUIDE

The application of these Cost Principles is based on the following

fundamental premises:

(l) The local government is responsible for the efficient and

effective administration of the state award through sound

management practices.

(2) The local government assumes responsibility for administer

ing state funds in a manner consistent with state statutes,

regulations, and the terms and conditions ofthe state award.

(3) The local government, in recognition of its unique combi-

nation of staff, facilities, and experience, is responsible for

employing organization and management techniques nec-

essary to ensure the proper and efficient administration of

the state award.

(4) The accounting practices of the local government must

be consistent with these cost principles and support the

accumulation of costs as required by these cost principles,

including maintaining adequate documentation to support

costs charged to the state award. As an example, where

records do not meet lhe standards set forth in TXGMS to

support compensation for lringe benefits, the state agency

may require documentation in a format similar to the sample
personnel activity report provided in Aopendix 8.

(5) When reviewing, negotiating, and approving cost allocation
plans or indirect cost proposals, the state agency should

ensure that the local government consistently applies these

cost principles. Where wide variations exist in the treatment

of a given cost item by the local government, the reason-

ableness and equity of such treatments should be fully

considered.

(6) For local governments that educate and engage students

in research, the dual role of students as both trainees and

employees (including pre-and post-doctoral staff) contribut

. ing to the completion of state awards for research must be

recognized in the application of these principles.

(7) The local government may not earn or keep any profit result-

ing lrom state tinancial assistance, unless explicitly autho-

rized by state law and the terms and conditions of the state

award.Seethe Prooram lncome section ofTxGMS. When the

required activities of a fixed amount award were completed

in accordance with the terms and conditions of the award,

the unexpended funds retained by the local government are

not considered profit.

APPTICATION

The local government must apply these principles in determin-

ing allowable costs under state awards of grant funds. The local

government must also use these principles as a guide in pricing

fixed-price contracts and subcontracts when costs are used ln

determining the appropriate price. These cost principles do not

apply to (1) fixed amount awards or (2) other awards under which

the localgovernment is not required to accountto the state agency

for actual costs incurred.

Some nonprofit organizations, because of their size and nature oI

operations, can be considered byawarding entitiesto be similarto

tor-profit organizations in terms of the applicability ot cost princi-

ples. lf the parties agree, such nonprotit organizations must oper'

ate under TXGMS cost principles applicable to for-profit entities.

Some of these principles apply exclusively to entities other than

local governments. The purpose of including those is twofold. One,

any parties may agree to apply TxG[,'lS to a particular grant. Two,

entities other than local governments may be subject to TxGMS as

subrecipients of grants to which TxGMS applies.

Bosic Considerotions

coMPost oN oF cosrs

The total cost of a state award is the sum of the allowable direct

and allocable indirect costs minus any applicable credits.

FACTORS AFFECTING AITOWABITITY OF COSTS

Except where otherwise authorized by statute, costs must meet

the following criteria to be allowable under state awards:

{l) Be necessary and reasonable for the pedormance of the

state award and be allocable thereto under these principles.
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(2) Conform to any limitations or exclusions set forth in these
principles or in the state award as to types or amount of cost

items.

(3) Be consistent with policies and procedures that apply uni-

formly to both state-financed and other activities of the local

government.

{4) Be accorded consistent treatment. For example, a cost must

not be assigned to a state award as a direct cost if any other

cost incurred forthe same purpose in like circumstances has

been allocated to the state award as an indirect cost.

(5) Be determined in accordance with GASB standards.

(6) Not be included as a cost or used to meet cost sharing

requirements of any other state financed program in either

the current or a prior period.

(7) Be adequately documented- See the Standards for Financial

and Proqram Manaqement section

REASONABIE COSTS

A cost is reasonable if it does notexceed an amountthdta prudent

person would incur under the circumstances prevailing when the

decision was made to incur the cost. ln determining the reason-

ableness of a given cost, consideration must be given to the fol-

lowing:

(1) whether the cost generally recognized as ordinary and nec-

essary for the local government's operation or the proper

and efficient performance of the state award;

(2) the restraints or requirements imposed by such factors as

sound business practices; arm's-length bargaining; federal,
state, local, tribal, and other laws and regulations; and terms

and conditions of the state award;

(3) market prices for comparable costs for the geographic area;

(4) whether the individuals concerned acted with prudence in

the circumslances considering their responsibilities to the
local government, its employees, its students or member-
ship (if applicable). the public at large, and the state govern-

ment;and

(5) whether the cost represents a deviation from the govern-

ment's established written policies and procedures for
incurring costs.

ALLOCABLE COSTS

Allocable Costs in General

A cost is allocable to a state award or other cost objective if the

cost is assignable to that state award or other cost objective in

accordance with the relative benefits received. This standard is

met if the cost satisfies any of the following criteria:

(1) is incurred specifically for the state award;

(2) benefits both the state award and other work of the local

government and can be distributed in proportions that may

be approximated using reasonable methods;or

(3) is necessary to the overall operation of the local government

and is assignable in part to the state award in accordance

with these cost principles.

Appropriate Allocation

All activities that benefit from the local government's indirect cost,

including unallowable activities and donated services by the local

government or thkd parties, will receive an appropriate allo.ation

of indirect costs.

Restriction

A cost allocable to a parti€ular state award may not be charged to

other state awards (for example, to overcome fund deficiencies

or to avoid restrictions imposed by statutes, rules, or the terms

and conditions of the state awards). Howeve( this prohibition

would not preclude the local government from shifting costs that

are allowable under two or more state awards in accordance with

existing statutes, rules, or the terms and conditions of the state

awards.

Direct Cost Alloqation Principles

lf a cost benefits two or more projects or activities in proportions

that can be determined without undue effort or cost, the cost must

be allocated to the projects based on the proportional benefit.

However, when those propo(ions cannot be determined because

of the interrelationship of the work involved, then, notwithstand-

ing the Restriction paragraph in this section, the costs may be

allocated or transferred to benefitted projects on any reasonable

documented basis. Where the purchase of equipment or other

capital asset is specifically authorized under a state award, the

costs are assignable to the state award regardless of the use thdt

may be made of the equipment or other capital asset involved

when no longer needed for the purpose for which it was originally

required. See o/jo the Property Standards and Equipmenl and

QlElQgilalErpClll&re! sections

APPLICABLE CREDITS

Applicable credits refer to transactions thal offset direct or indirect

costs allocable t0 state award. Exarnples of such transactions are

purchase discounts, rebates or allowances, recoveries or indem-

nities on losses, insurance refunds or rebates, and adjustments

of overpayments or erroneous charges. To the extent that such

credits accruing to or received by the local government relate to
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allowable costs, they must be credited to the state award either as

a cost reduction or cash refund, as appropriate.

ln some instances, the amounts received from the state govern-

ment to finance activities or service operations of the local 9ov-
ernment should be treated as applicable credits. Specifically, the

concept of netting such credit items (including any amounts used

to meet cost sharing requirements) must be recognized in deter,

mining the rates or amounts to be charged to the state award.

PRIOR WRITTEN APPROVAT

The reasonableness and allocability of ce(ain costs under state

awards may be difficult to determine. To avoid subsequent disal

Iowance or dispute based on unreasonableness or non-allocabil-

ity, the local government may seek the prior written approval of

the state agency before incurring the cost. The absence of prior

written approval on any element of cost will not, in itself, affect

the reasonableness or allocability of that element, unless prior

approvalis speciflcally required for allowability as described under

certain circumstances in the following:

. Changes in principal investigator, project leader, project part-

ner, or scope of effort must receive the prior written approval

of the state agency or pass-through entity:

. Cost sharing;

. Program income;

. Revision of budget and program plans;

. Compensation-personal services;

. Compensation-lrinqe benefits;

. Contingency provisions;

. Depreciation;

. Equipment and other capital expenditures;

. Exchange rates;

. Fines, penalties, damages and other settlements:

. Fixed amount subawards;

. Fund raising and investment management costs;

. Goods or services for personal use;

. lnsurance and indemnification;

. Organization costs;

. Pre-award costs:

. Rearrangement and reconversion costs;

. Scholarships and student aid; and

. Travel costs.

STATEWIDE PROCUREMENT DIVIS IO N

LIMITAIION ON ATLOWABITITY OF COSTS

Statutes may limit the allowability of costs. Any costs that exceed

the maximum allowed by statute may not be charged to the state

award.

SPECIAI- CONSIDERATIONS

Overview

other sections in this part describe special considerations and

requirements applicable to certain types of non-slate entities (for

example, local government, lHEs, and lndian Tribes).

Cost Allocation Plans and lndi(ect costs Proposals lor States,
Local Governments, ard lndian Tribes

Awards to states, local governments, and lndian Tribes are often

implemented at the level of department within the state, local

government, or Indian Tribe. A central service cost allocation plan

is established to allow such department to a claim a portion of

centralized basis service costs that are incurred in proportion to

the award's activities. Examples of centralized service costs may

include motor pools, computer centers, purchasing, accounting,

etc. Because state awards are performed within the individual

operating agencies, there needs to be a process whereby these

centralservice costs can be identified and assigned to benefitted

activities on a reasonable and consistent basis. The central service

cost allocation plan establishes this process.

lndividual departments typically charge state awards for indirect

costs through an indirect cost rate. A separate indirect cost rate

proposal for each operating department is usually necessary to

claim indirect costs under state awards. lndirect costs include

{1) The indirect costs originating in each operating department
of the state, local government, or lndian Tribe cdrrying out

state awards: and

(2) The costs of central governmenta! services distributed

through the central service cost allocation plan and not oth-

erwise treated as direct costs.

(3) For purposes of a state award, the general requirements for

developing and submitting cost allocation plans (for central

service costs)and indirect cost rate proposals forsubmission

to the state agency or pass-through entity are comparable
to the requirements found in Appendices IV (lndirect (F & A)

Costs ldentification and Assignment, and Rate Determination

for Nonprofit Organizations), V (State/Local Governmentwide

Central Service Cost Allocation Plans), and Vll (States and

Local Government and lndian Tribe lndirect Cost Proposals)

lo lhe Uniforn Guidonce.
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lnteragency Service

An operating department may provide services to another oper-

atang department of the same state, local government. or lndian

Tribe. ln these instances, the cost of services provided may

include allowable direct costs of the service plus a pro-rated share

of indirect costs. A standard indirect cost allowance equal to 15

percent of the direct salaries and wages for providing the service

(excluding overtime, shift premiums, and fringe benefits) may be

used instead of determining the actual indirect costs oF the ser-

vice. These services do not include centralized services that are

included in central service cost allocation plans.

Costs lncurred or Paid by a State ot Local Government

Costs incurred or paid by a stdte or local government on behall of

and in dlrect benefit to its lHEs are allowable. These costs include

but are not limited to fringe benefit programs, such as pension

costs and Federal lnsurance Contributions Act (FICA) costs. These

costs are allowable costs regardless of whether they are recorded

in the accounting records of the institutions, subject to the follow-

ing conditions:

COLLECTION OF UNALLOWABLE COSTS

Payments made for costs determined to be unallowable by the

awarding state agency or passlhrough entity must be relunded

(with interest) to the slate government. Unless directed by state

stalute or rule, repayments must be made in accordance with the

instructions provided by the state agency or pass{hrough entity

that made the allowability determination. See o/so the SIOIdards

for Financialand Proqram Manaqement section

ADJUSTMENT OF PREVIOUSLY NEGOTIATED
INDIRECT COST RAIE5 CONTAINING
UNALTOWABTE COSTS

Negotiated indirect cost rates based on a proposal later found to

have included costs that

(1) are unallowable as specified by state statutes, rules, or the
terms and conditions of a state award; or

(2) are unallowable because they are not allocable to the
state award, must be adjusted, or a refund must be made,

in accordance with the requirements of this section. These

adjustments or refunds are intended to correctthe proposals

used to establish the rates and do not constitute a reopening

of the rate negotiation. The adjustments or refunds will be

made regardless of the type of rate negotiated (predeter-

mined, final, tixed, or provisional).

For rates covering a tuture flscalyear ofthe local government, the

unallowable costs must be removed from the indirect cost pools

and the rates must be adjusted.

For rates covering a past period, the state share of the unallow-

able costs must be computed for each year involved, and a cash

refund (including interest) must be mdde to the state government

in accordance with the directions provided by the state agency.

When cash refunds are made for past periods covered by provi-

sional or fixed rates, appropriate adjustments must be made when

the rates are finalized to avoid duplicate recovery of the unallow-

able.

For rates covering the current period, either d rate adjustment or a

refund, as described in this section, must be required by the state

agency. The choice of method must be at the discretion of the

state agency, based on its judgment as to which method would

be most practical.

The amount or proportion of unallowable costs included in each

year's rate will be assumed to be the sdme as the amount or pro-

portion of unallowable costs included in the base year proposal

used to establish the rate.

Clo ssifi cation of Cosfs

There is no universal rule for classifying certain costs as direct or

indirect. A cost may be direct for some specific service or function

butindirectthe state award or other finalcost objective. Therefore,

each cost incurred for the same purpose in like circumstances

must be treated consistently either as a direct or an indirect cost

to avoid possible double'char9in9 of state awards. Guidelines for

determining direct and indirect costs charged to federal awards

are provided in TxGl\4S.

Direcf Cosfs
General

Direct costs are those costs thatcan be identified specifically with a

particular finalcost objective, such as a state award, orother inter
nally or externally funded ac tivity, or that can be directly assigned

to such activities relatively easily with a high degree of accuracy.

Costs incurred for the same purpose in like circumstances must be

treated consistently as direct or indirect costs.
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{1) The costs meet the requirements of the Basic Considerations

section;

(2) The costs are properly supported by approved cost alloca-
tion plans in accordance with the applicable cost accounting
principles in TxGMS; and

(3) The costs dre not otherwise borne directly or indirectly by
the state government.



Application to State Awards

The association of costs with a state award determines whether

costs are direct or indirect. Costs charged directly to a state award

are typically incurred specifically for that state award, including

supplies needed to achieve the award's objectives and the pro-

portion of employee compensation and fringe benefits expended

in relation to that specific award. Costs that otherwise would be

treated as indirect costs if they are directly related to a specific

award may also anclude extraordinary utility consumption, the

cost of materials supplied from stock or services rendered by

specialized facilities, cybersecurity, integrated data systems, asset

management systems, performance management costs, or other

institutional service operations.

(1) the administrative or clerical services are integralto a state

award:

{2) individuals involved can be specifically identifled with a state

award:and

(3) the costs are not also recovered as iodirect costs.

Minor ltems

A direct cost of a minor amount may be treated as an indirect cost,

for reasons of practicality, provided that it is treated consistently

for all state and non-state purposes.

Treatment of Unallowable Costs in Determining lndirect Cost
Rates

The costs of certain activities are not allowable as charges to state

awards. Even though these costs are, they must be treated as

direct costs for purposes of determining indirect cost rates and be

allocated their equitable share of the local government's indirect

costs ifthey represent activities that

(1) include the salaries of personnel;

(2) occupy space; and

(3) benefit from the local government's indirect costs.

Treatment of Certain Costs for Nonprofit Organizations

For nonproflt organizatlons, the costs of activities performed by

the nonprofit organization primarily as a service to members,

clients, or the generalpublic when significant and necessaryto the
nonprofit organization's mission must be keated as dkect costs

STAT EIVID E PROCUREMENT DIVISION

whether or not allowable and be allocated an equitable share of

indirect costs. Some examples of these types of activities include

(1) maintenance of membership rolls, subscriptions, publica-

tions, and related functions. See Memberships. Subscrip-

tions. and Professional Activitv Costs.

(2) providing services and information to members, the govern-

ment, or the pu blic. see Menrbershjps, Subscriptiqn5-a!d
Professional Activitv Costs and Lobbvinq.

(3) promotion, lobbying, and other forms of public relations. see

Advertisinq and Public Relations and Lobbvino.

{4) conferences except those held to conduct the general

administratjon of the nonprofit organization. See o/so EqE
ferences.

(5) maintenance, protection, and investment of special funds

not used in the nonprofit organization. See o/so Fundraisin0

and lnvestment Manaqement Costs.

(6) administration of benefits on behalf of members or clients,

including life and hospital insurance, annuity or retirement

pla ns, and financial aid. See oiso Compensation Frinqe

Beneiits

lndirect Costs
General

lndirect costs are those costs incurred for a common or joint

purpose benefitting more than one cost objective, and not readily

assignable to the cost objectives specifically benelitted, without

effort disproportionate to the results achieved.

Facilities and Administration Classification

For major lHEs and major nonprofit organazations, indirect costs

must be classified within two broad categories: "Facilities"

and 'Administration." "Facilities" is defined as depreciation on

buildings, equipment and capital improvements, interest on

debt associated with certdin buildings, equipment and capital

improvements, and operdtions and maintenance expenses.

'Administration" is defined as general administration and general

expenses SUch as the director's office, accounting, personnel and

all other types of expenditures not listed specifically under one

of the subcategories of "Faciljties" (including cross allocations

from other pools, where applicable). For nonprofit organizations,

library expenses are included in the 'Administration" category;

for institutions of higher education, they are included in

the "Facilities" category. Major lHEs are defined as those

required to use the Standard Format for Submission as

noted in Appendix lll to 2 CFR Part 200. Major nonprofit o

rganizations are those that receive more than $10 million in direct
Federalfunding.
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Administrative and clerical Staff salaries

Administrative and clerical staff salaries should normally be

treated as indirect costs. Direct charging of these costs may be

appropriate only ifthey meet allofthe following conditions:
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Diversity of Nonprof it Organizations

It is not always possible to specify the types of costs that may be

classified as indirect costs for nonprofit organizations due to the

diversity of their accounting practices. The association of a cost

with a state award is the determining factor in distinguishing

direct from indirect costs. However, typical examples of indirect

cost for many nonprofit organizations may include depreciation

on buildings and equipment, the €osts of operating and maintain-

ing facilities, and general administration and general expenses,

Such ds the salaries and expenses of executive officers, personnel

administration, and accounting.

Negotiated lndirect Cost Rate

(l) A grantee may elect to negotiate an indirect cost rate with
the state agency by submitting an lndirect Cost Rate Pro-
posal accompanied by the appropriate reouired certification.

(2) lf the grantee desires to leverage lts approved federdlly
negotiated indirect cost rate, the grantee may submit to
the state agency a copy of the federal cognizant aqency
approved indirect cost proposal.

(3) The state agency will review the proposalto ensure the rate

complies with state law and the documentation upon which
the plan was negotiated is not inaccurate, materially incom-
plete, or out of date. The state agency may consult with the
federal cognizantagency for indirect costs. The state agency
should make publicly available the policies, procedures and
general decision-making criteria that its programs will follow

to seek and justify deviations from negotiated rates.

(4) A state agency may use a rate different from the negoti-

ated rate approved by the federal coqnizant agency when

requared by statute or rule, or when approved by a state

agency based on a written explanation justifying the devia-

tion from the federal negotiated rate.

(5) The results of the negotiation will be formalized in a written

agreement between the state agency and the local govern-

ment

(6) One-time extension of indirect rates. A grantee with a cur-

rent negotiated indirect cost rate with a state agency may

apply for an extension ofthat agreement for up to four years.

The indirect cost rate extension request will be subject to

the review and approval of the state agency. lf this exten-

sion is granted, the grantee may not request a rate review

until the extension period ends. The grantee must re-apply

to negotiate a new rate when the extension ends. After a

new rate has been negotiated, the grantee may again apply

for a one-time extension of the new rate in accordance with

this paragraph.

(4 Types of Negotiated Rates:

. Predeternined rote means an indirect cost rate, appli-

cable to a specified current or future period, usually

the organization's fascal year. The rate is based on an

estimate of the costs to be incurred during the period.

A predetermined rate is not subject to adjustment.

. F/iedrote means an indirect cost rate that has the same

characteristics as a predetermined rate, except that

the difference betlveen the estimated costs and the

actual costs of the period covered by the rate is carried

forward as an adjustment to the rate computation of a

subsequent period.

. Finol rute means an indirect cost rate applicable to a
specified past period lhat is based on the actual costs

ofthe period. A fanal rate is not subject to adjustment.

. Provisionol rote ot bllrng role means a temporary indi-

rect cosl rate applicable to a specified period that is

used for funding, interim reimbursement, and reporting

indirect costs on state awards pending the establish-

ment of a finalrate forthe period.

15 percent de minimis lndirect Cost Rate

(1) A de minimis rate of 15 percent of Modified Total Direct Costs

(lvlTDC) is available to grantees under the following circum-

Stances:

(a) A grantee that has never received a state or federal
negotiated indirect cost rate may ele€l to charge the de
minimis rate.

(b) lf approved by the state agency, a grantee may charge

the de minimis rate if the grantee provides evidence

of an oulof-date state or federal approved negotiated

indirect cost rate of15 percent or less.

(c) Unless approved by the state agency, entities that expe-

rience a break in the stdte relationship (for example,

expiration or termination of all awards with the state

agency) are not eligible to receive the de minimis rate

for a new award.

(d) Unless approved by the state agency, a governmental

department or agency unit that receives more than $35

million in direct federal funding per the grantee's fiscal

year is not eligible for the de minirnis rate.

(2) MT0C means all direct salaries and wages, appljcable fringe

benefits, materials and supplies, services, travel, and up

to the first $50,000 of each subaward (regardless of the
period of performance of the subawards under the award).

MTDC excludes equipment, capital expenditures, charges

for patient care, rental costs, tuition remission, scholarships

and fellowships, participant support costs and the portion of

each subaward in excess of $50,000. 0ther items may only

be excluded when necessary to 6void a serious inequity in

the distribution of indirect costs, and with the approval of

the state agency.
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(3) The availabality of the de minimis rate is generally limited

to a grantee that has never received a negotiated indirect

cost rate- lt is expected that entities that have experience

developing and negotiating rates have adequdte resources

to develop a new indirect cost rate.

(4) As described in Factors Affectinq Allowabiliw of Costs sec-

tion, when applying the de minimis rate, costs must be con-

sistently charged as either direct or indirect costs, and may

not be double charged or inconsistently charged as both.

The de minimis rate does not require documentation to jus-

tify its use 6nd may be used indefinitely. Once elected, the

local government must use the de minimis rate for all state

awards until such time as a grantee chooses to negotiate for

a rate, which the grantee may apply to do at any time.

Voluntary Waiver or Under-Charge of lndirect Cost Rate

A grantee may voluntarily under-charge or waive the indirect cost

rate to allow for a greater share of the state program funds to be

used for the direct program costs.

Refunds

Refunds must be made under every applicable award if proposals

are later found to have included costs that (a) are unallowable (i)

as specified by law or regulation, (ii) as identilied in Considerations

for Selected ltems ofCost, or (iii)bythe terms and conditions ofthe

state award, or (b) are unallowable because they are clearly not

allocable to the state award. These adjustments or refunds must

be made regardless ofthe type of rate negotiated {predetermined,

,inal, fixed, or provisional).

Re q u i red Ce rtifi cdt i o n s

Required certifications include:

('l) Financial reports musl lnclude a certification, signed by an

official who is authorized to legally bind the local govern-

ment, which reads as follows: "By signing this report, I certify
to the best of my knowledge and beliefthatthereportistrue,
complete, and accurate, and the expenditures, disburse-
ments and cash receipts are for the purposes and objectives
set forth in the terms and conditions of the state award. I

am aware that any false, fictitious, or fraudulent informa-
tion, or the omission of any material fact, may subject me

to criminal, civil or administrative penalties for fraud, false
statements, false claims or otherwise."

(2) Certification of cost allocation plan or indirect cost rate pro-
posal. Each cost allocation plan or indirect cost rate proposal

must comply with the followingi

(a) A proposalto establish a cost allocation plan or an indi-
rect cost rate, submitted to the state agency or main-
tained on file by the local government, must be certified

CERTIFICATE OF COST ALLOCATION PTAN

This is to certiry that I have reviewed the cost allocation plan sub-

mitted herewith and to the best of my knowledge and belief:

(1) All costs included in this proposal lidentify date] to estab-

lish cost allocations or billings for lidentify period covered

by planl are allowable in accordance with the requirements

of TXGMS and the state award(s) to which they apply. Unal"

lowable costs have been adjusted for in allocating costs as

indicated in the cost allocation plan.

(2) All costs included in this proposal are properly allocable

to state awards based on a beneficial or causal relation-

ship between the expenses incurred 6nd the state awards

to which they are allocated in accordance with applicable

requirements. Further, the same costs that have been treated

as indirect costs have not been claimed as direct costs

I declare that the foregoing is true and correct.

Governmental Unit:

Signature:

Name of official:

Title:

Date of Execution:

C ERTIFICATE OF IN DIR ECT COSTS

This is to certify that I have reviewed the indirect cost rate proposal

submitted herewith and to the best of my knowledge and belief:

(1) All costs included in this proposal [identify date]to establish

billing orfinalindirectcosts rates for lidentiry period covered

by rate] are allowable in accordance with the requirements

of the state award(s) to which they apply and the provisions

of TxGl,/S. Unallowable costs have been adjusted for in allo,
cating costs as indicated in the indirect cost proposal.

(2) All costs included in this proposal are propedy allocable
to state awards based on a beneficial or causal relation
ship between the expenses incurred and the agreements

to which they are allocated in accordance with applicable
requirements. Furthe( the same costs that have been treated
as indirect costs have not been claimed as direct costs.

Similar types of costs have been accounted for consistently
and the state government will be notified of any accoun!
ing changes that would affect the predetermined rate.
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by the local gove.nment using the Certificate of Cost

Allocation Plan or Ce(iflcate of lndirect Costs as set

forth below. The certificate must be signed on behalf of
the local government by an individual at a level no lower

than the executive director or chief financial officer of
the local government that submits the proposal.
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I declare that the foregoing is true and correct.

Governmental Unit:

Signature:

Name of 0fficial:

Title:

Date of Execution:

(a) The state government may either disallow all indirect

costs or unilaterally establish an indirect cost rate when

the local government fails to submit a certified proposal

lor establishing a rate. Ihis rate should be based upon

audited historical data or other data furnished to the
state agency and for which it can be demonstrated that
all unallowable costs have been excluded. The rate

established must ensure that potentially unallowable
costs are not reimbursed. Alternatively, the recipient
may use the de minimis indirect cost rate.

{3) Nonprofit organizations must certify that they did not meet

the definition of a major nonprofit organization as defined in

the lndirect Costs section, if applicable.

Generol Provisions for Selected ltems of Cost

CONSIDERATIONS FOR SELECTED ITEMS OF COST

This section provides principles to be applied in establishing the

allowability of certain items involved in determining cost an addi

tion to other requirements set forth in the 8!5iq Colsiderations

section that include the following

. Composition of Costs

. Factors Affecting Allowability of Costs

. Reasonable Costs

. Allocable Costs

. Applicable Credits

. Prior Written Approval

. Limitation on Allowance of Costs

. Special Considerations

. Collection of unallowable Costs

. Adjustment of Previously Negotiated Indirect Cost Rates Con-

taining Unallowable Costs

These principles apply whether or not a particular item of cost is

properly treated as direct cost or indirect cost. The sections listed

in Appendix 7 are not intended to be a comprehensive list of

potential items of cost encountered under state awards. Failure to

mention a particular item of cost is not intended to imply that it is

either allowable or unallowable; rather, determination is to allow-

ability in each case should be based on the keatment provided

for similar or related items of cost and based on the p.inciples

described in the Basic Considerations section.

S ELECTED ITEMS OF COST

The selected items of cost are listed in Apoendix 7, with a supple-

ment of additional requirements applacable to certain state grant

program cost items that are prescribed by the Comptroller under

the authority of Chapter 783 of the Texas Government Code. ln

case of a discrepanry between a specific state law and state

policy, the state law governs.

Audits

Audit Requirements

AUDIT REOUIRED

General

A local government that expends more than $1 million during its

fiscdl year in state awards must have either a Financial Audit or

Program-specific Audit conducted for that year in accordance with

the provisions of this section. As noted in Relation to other Audit

Requirements, the state a gency may also requare an independent

audit to be conducted based fdctors other than monetary thresh-

old. All audits must be conducted in accordance with GAGAS.

A local government that is exempt from state audit requirements

must keep its records available for review or audit by appropridte

officials of the state agency, pass-through entity, and the State

Auditor's 0ffice.

F.equency of Audit

Required audits will be performed on an annual basis. lf the audi-

tee is required by statute to undergo its audits less frequently than

annually, then the auditee shall perform its audit biennially.

Federal Single Audit

lnstead of a Financial Audit or Program-specific Audit, a state

aqency, at its discretion, may accept the single audit of the local

government prepared in compliance with the Unifom Guidonce if

the state agency determines that the state single audit sufficiently

addresses internal controls and other grant requirements as they

relate to the particular state award.

Agreed-upon Procedures Audit
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lnstead of a Financial Audit or Program-specific Audit, a state

agency may accept an agreed-upon procedures audit if it deter-

mines that the audit sufficiently reviews financial processes and

controls of the local government and adopts an administrative rule

containing requirements for the audit.

MAJOR PROGRAM DETERMINATION

General

To determine audit requirements, an auditor must determine if the

state grant is a major prograrn. Auditors must determine which

Type A programs

Type A programs are identified as those major programs with state

awards expended during the audit period exceeding the levels out-

lined in Table 1. Those state programs not labeled as Type A based

on Table 1 must be labeled Type B programs.

Low risk

Auditors must identify Type A programs that are low risk. To be

considered low risk, a program must have

. been audited as a major program in at least one of two most

recent audit periods; and

. not have had internal control deficiencies {identified as mate-

rial weaknesses), a modified opinion on the program, or
known or Iikely questioned costs that exceed 5 percent of the
total state awards expended for the program.

A state agency may requke that a Type A program not be consid-

ered low risk for a speciflc recipient.

state programs are major programs using a risk-based approach

that must consider

. current and prior audit experience;

. oversight by a state agency or other pass{hrough entities;
and

. the inherent risk of the state program.

The auditor will identify and label the major programs as either

Type A or Type B depending on state award expended and other

identified program risks.

Type B programs

Auditors must identify Type B programs thal are high risk. Auditors

are not required to identify more high-risk Type B programs than

at least ooejourth the number of Type A programs identified as

low risk.

Minimum Audit Requirements for Maior Programs

An auditor must audit all the following as major prog.ams:

. All Type A programs not identified as low risk.

. AllType B programs identified as high risk.

. Additional programs ds necessary to comply with the percent,

age of coverage.

Percentage ol Coverage

When a local government's Type A major programs are designated

as low risk, an auditor only needs to audit those Type B major

programs that are identilied as high risk as well as other state

programs with state awards expended that, jn the aggregate, all

major programs encompass at least 20 percent {0.20) of total state

TABLE 1: MAJt)R PROGRAM DETERMINATION

t!0

$1 millionEqual to or exceed $1 million but less than or equal to $34
million

Total state awards expended multiplied by 0.03Exceed $34 million but less than or equalto $100 million

$3 millionExceed $100 million but less than or equal to $1 billion

Total state awards expended multiplied by 0.003Exceed $1 billion but less than or equal to $10 billion

$30 millionExceed $10 billion but less than or equal $20 billion

Exceed $20 billion Total state awards expended multiplied by 0.0015

TypeAThresholdTotal State Awards Bpended
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funds expended. Otherwise, an auditor must audit all the major

progrdms identified as high risk, as well as other state progrdms

with state awards expended that, in the aggregate, all major

programs encompass at least 40 percent (0.40) of the total state

awards expended.

FINANCIAL AUDIT

The FinancialAudit must cover the entire operations ofthe auditee,

oC at the option of the auditee, such audit must include a series

of audits that cover departments, agencies, and other organiza,

tional units that expended or otherwise administered state awards

during the audit period. ln these instances, the audit must include

the Financial Statemenl s and Schedule of E enditures ol State

Awdrds for each such department, agency, and other organiza-

tional unit, which must be considered to be a non,state entity. The

financial statements and schedule ofexpenditures ofstate awards

must be for the same audit period.

PROGRAM-SPECIFIC AUDIT

Genelal

An auditee may elect lo have a program-specific audit conducted

in accordancewith this section if the following conditions are met:

(1) The auditee expends state awards under only one state
program, excluding research and development (R&D); and

{2) The state program's statutes or rules, or terms and condi-
tions ofthe state award, do not require a findncidl statement
audit of the audiiee.

An auditee mayelecttohave a program-specific audit for research

and development conducted, but only if all ofthe following condi-

tions are met:

(1) The auditee expends state awards under only from the same

state agency, or the same state agency and the same pass-

through entity;and

(2) The state agency, or pass-through entity approves a pro-

gram-specific audit in advance.

Ptogtam-specific Audit Guide Available

ln some cases, a program-specific audit guide will be available to

provide specific guidance to the auditor concerning internal con,

trols, complidnce requirements, suggested audit procedures, and

audit reporting requirements. The auditor will contact the state

agency to determine whether such a guide is available. When

a current program-specitic audit guide is available, the auditor

must follow Generally Accepted Government Auditing Standards

(GAGAS) and the guide when performing a program-specific audit.

Program-specific Audit Guide Not Available

When a current program-specific audit guide is not available, the

auditee and auditor must comply with the following standards:

(1) Financial Statements: The duditee must prepare the finan-

cial statements for the state program that includes, at a

minimum, the following: (1) a description of the significant

accounting policies used, {2) a summary schedule of prior

audit findings, and (3) a corrective action plan.

(2) Auditor's Responsibilities: The auditor must:

(a) Perlorm an audit of the financial statements for the state

program in accordance wth GAGAS.

(b) Obtain an understandinq of internal controls and perform

tests of internal controls over the state program. The audi-

tor must report a significant deficiency or material weak-

ness, assess the related control risk at the maximum, and

consider whether additional compliance tests are required

because of inetfective internal control.

(c) Determine whether the auditee has complied with state

and federal laws, rules, and the terms and conditions of
state awards that could have a direct and material effect
on the state program. The compliance testing must include

tests of transactions and such other auditing procedures

necessary to provide the audltor sufficient appropriate
audit evidence to support an opinion on compliance.

(d) Follow up on prior audit findings and perform procedures

to assess the reasonableness of the summary schedule

of prior audit findings prepared by the auditee. When the

auditor concludes that the summary schedule of prior

audit findings materially misrepresents the status of any
prior audit finding, the auditor must report this condition

as a current-year audit finding.

(e)Report any audit findings consistent with the require-

ments of the Audit Findinqs section.

(3) Audit Reporting: The auditois reports may be in the form of
either combined or separate reports. lt may be organized

differently from the manner presented in this section. The

auditor's reports must state that the audit was conducted in

accordance with this section and include the following:

(a) an opinion (or disclaimer ofopinion)on whetherthe finan-

cial statements of the state program is presented fairly

in all material respects in accordance with the stated

accounting policies;

(b)a report on internal control related to the state program,

which must describe the scope of internal controltesting

and the results of the tests;

(c) a report on compliance that includes an opinion (or dis-

claimer of opinion) as to whether the auditee complied

with laws, rules, and the terms and conditions of state
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awards that could have a direct and material effect on the
state proqram; and

(d) a schedule of findings and questioned costs for the state
program that includes a summary of the auditor's results

relative to the state program and findings and questioned

costs consrstent with the following:

1. A summaryofthe auditor's resuits, which must include:

(i) The type of report the auditor issued (unmodi-

fied opinion, qualified opinion, adverse opinion,

or disclaimer of opinion) on whether the audiled

financial statements were prepared in accor-

dance with GAAP;

(ii) A statement about whether significant deficien-

cies or material weaknesses in internal control

were disclosed by the audit ofthe financialstate-

ments;

(iii) A statement as to whether the audit disclosed

any noncompliance that is material to the finan-

cial statements of the auditee;

(iv) A statement about whether significant deficien-

cies or material weaknesses in internal cont.ol

over major programs were disclosed by the audit;

(v) The type of report the auditor issued (unmodilied

opinion, qualified opinion, adverse opinion, or
disclalmer of opinion) on compliance for major
programs;

(vi) A statement as to whether the audit disclosed

any audit findings that the auditor is required to
report under the Audit Findinqs section ;and

(vii) An identification of each individual program.

2. Findjnqs and questioned costs for state alvards that

must include audit findings and be reported in the fol
lowing manner:

(i) Audit findings (for example. internal control lind-
ings, compliance findings, questioned costs,

or fraud) that relate to the same issue must

be presented as a single audit finding. Where

practical, audit findings should be organized by

state agency.

(ii) Audit findings that relate to both the financial

statements dnd state awards must be reported

in both sections of the schedule. Howeve( the

reporting in one section of the schedule may

be in summary form and reference a detailed
reporting in the other section.

(4) Report Submission to State Agency. Report submjssion

requirements for program-specific audits include the Iollow-
ing:

STATEWIDE PROCUREMENT DIVISION

(a) The audit must be completed and the reporting package

must be submitted by the auditee within 30 calendar

days after receipt of the auditor's report or nine months

after the end of the audit period (whichever is earlier).

The state agency may authorize an extension when the
nine-month timefrarne would place an undue burden on

the auditee. lf the due date falls on a Saturday, Sunday,

or state holiday, the reporting package is due the next

business day.

(b) The auditee must make copies available for public

inspection unless restricted by law or rule. Auditees and

auditors must ensure that their respective parts oi the

reporting package do not include protected personally

identifiable information.

(c) The reporting package for a program-specilic audit must

consist of the financial statements of the state program,

a Summ Schedule of PriorAudit Findi a corrective

action plan, and the auditor's report.

COORDINATED AUDIT

lnstead of multiple audits of individual programs, a Iocal govern-

ment receiving state-administered assistance may request by

action of its governing body a single audit or coordinated audits by

all state agencies from which it receives funds.33 The local govern-

ment's request for a single audit or audit coordination should be

directed to SPD via email at txqmsiocpa.texas.qov. 0n recei ptofa

request for a single audit or audit coordination, the Comptrolle(

in consultation with 5AO, must not later than the 30th day after

the date of the request designate a single state agency to coor-

dinate state audits of the local government.3'q With the exception

of audits conducted by the Comptroller and SAO, the designated

state agency must, to the extent practicable, assure single or coor-

dinated state audits ofthe localgovernment for as long asthe des-

ignation remains in effect or untilthe local government by action of

its governing body withdraws its request for audit coordination.s

SUB.GRANTEES AND CONTRACTORS

An auditee may simultaneously be a grantee, a sub-grantee, and

a contractor. Unless a program is exempt by state statute, state

awards expended as a grantee or a sub-grantee are subject to

audit under this section. Payments received for goods or services

provided as a contractor under a state award. Refer to the sgE
qrantee and Contractor Determination section for the consid-

erat'ons in determining whether payments constitute a federal

Texas Grant Management Standards - Version 2.0 | 4r

VOL LI-F
PG I I.I

3s TEX. G0V'I CoDE S 783.008(a).
B TEX. Cov"ICODE S 783.008(b).

'!o TEX. GoV'TC0DE SS 783.008(c)-(d).



STATEWIDE PROCUR EI\lENT D IVIS IO N

dward o. a payment for goods or services provided as a contractor.

COMPTIANCE R ESPONSIBILITY FOR CONTRACTORS

ln most cases, the auditee's compliance responsibility for con-

tractors is to ensure that the procurement, receipt, and payment

for goods and services comply with state statutes, rules, and the

terms and conditions of a state award. State award compliance

requirements normally do not flow down to contractors. However,

for procurement transactions in which the contractor is made

responsible for meeting program requirements, the auditee must

ensure those requirements are met, including by clearly stating

the contractor's responsibilities within the contract and reviewing

the contractor's records to determine compliance-

Relotion to Other Audit Requirements

TxGMS do not limit the authority of state agencies to conduct, or

arrange forthe conductof, audits and evaluations ofstate awards,

nor limit the authority of any state agenry officials. The state

agency, the state agency's authorized auditors, and the SA0 may

conduct or arrange for odditional audits that may be necessary to

carry out the state agency's responsibilities under state statutes,

rules, or the terms and conditions of the state award. Any addi-

tional audits should be planned and performed in such a way as

to build upon work performed, including the audit documentation,

sampling, and testing already performed, by other auditors. To the

extent a recent audit meets the state agency's needs, the state

dgency may rely upon and use the prior audit.

Remedies for Audit Noncomplionce

In cases of continued inability or unwillingness of a grantee or sub

grantee to have an audit conducted in accordance with this part,

the state agency or pass-through entities must take appropriate

(3) Promptly follow up and take corrective action on audit find-
ings. This includes preparing a Summarv Schedule of Prior

Audit Flndinqs and a Corrective Action Plan ond

action as provided in the edies for Noncom iance sectionR

Auditees

AUDITEE RESPON SIB ILITIES

The auditee must

(1) Arrange for the audit required by the Auditor Selection sec- Use of State Auditors
tion and ensure it is properly performed and submitted;

(2) Prepare financial statements in accordance with the Finan-

cial Statements section:

{4) Provide the auditor access to personnel, accounts, books,

records, supportinq documentation, and any other informa-

tion needed for the auditor to perform the audit required by

TxGMS.

AUDITOR SELECTION

Auditor Procurement

When procuring audit services, the auditee must follow its own

documented procurement procedures that reflect applicable state

law (for example, Chapter 2254, Subchapter B of the Texas Gov-

ernment Code), including conflict of interest standards. When pro-

curing audit services, the objective is to obtain high-quality audits.

When requesting proposals for audit services, the objectives and

scope of the audit must be made clear, and the local government

must request a copy of the audit organization's peer review report,

which the auditor must provide under GAGAS. lf not otherwise pre'

scribed by applicable law, factors to be considered in evaluating

each proposal for audit services include the responsiveness to the

request for proposal, relevant experience, availability of staff with

professional qualifications and technical abilities, the results of

peer and externalquality control reviews, and price. When procur

ing audit services, the auditee shall follow appljcable provisions of

Chapter 2161 ofthe Texas Government Code.

Restriction on Auditor Preparing lndirect Cost Proposals

ln addition to any state law restrictions, an auditor or audit orga-

nization who prepares the indirect cost proposal or cost allocation

plan may not be selected to perform the audit required by TxGf,4S

when the indirect costs recovered by the auditee during the prior

year exceed $1 million. This restriction applies to the base year

used to prepare the indirect cost proposal or cost allocation plan

and any subsequent years in which the resulting indirect cost

agreement or cost allocation plan is used to recover costs.

Restriction Relating to Non-Audit Services

ln addition to any state law restrictions, an auditor or audit orga-

nization providing non-audit services to the auditee may not also

be selected to perform the audit required by TxGMS if provision of

such services impairs auditor independence in accordance with

GAGAS.

State auditors may perform all or part of lhe work required under

this part if they fully comply with the requirements of thjs section.

FINANCIAT STATEMENTS

Financial Statements

The auditee must prepare financial statements that reflect its
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financial position, results of operations or changes in net assets,

and, where appropriate, cash flo\i/s for the fiscal year audited.

The financial statements must be for the same organizational unit

and iiscal year chosen to meet this section's requirements. How-

ever, the organization-wide financidl statements may also include

departments, agencaes, and other organizational units that have

separate audits and prepare separate financial statements.

Schedule of Expenditures ol State Awards

The auditee must also prepare a schedule of expenditures of state

awards for the period covered by the auditee's financial state-

ments that must include the total awards expended. The auditee

may choose to provide information requested by state agencies

or pass'through entities to make the schedule easier to use. For

example, when a state program has multiple state award years, the

auditee may separately list the amount of state awards expended

for each year of a state award. The schedule m ust:

(1) list individualstate programs by state agency. For a cluster of
programs, the auditee must provide the cluster name, a list

of individual state programs within the cluste., and provide

the state agency name. For research and development, total

state awards expended must be shown either by individual

state award or by state agency and major subdivision within

the state agency.

(2) for state awards received as a sub-grantee, the name of the
pass{hrough entity and identifying number assigned by the
pass-through entity must be included.

(3) provide total state awards expended for each individual

state program and state grant identifying number. For a
cluster of programs, the auditee must also provide the total
for the cluster.

(4) include the total amount provided to sub-grantees from each

state progrdm.

(5) include notes describing the significant accounting policies

used in preparing the schedule and whether the auditee
elected to use the de minimis indirect cost rate.

AUDIT FINDINGS FOLLOW.UP

General

The auditee is responsible for follow-up and corrective action on

all audit findings. As part of this responsibility, the auditee must

prepare a Summary Schedule of Prior Audit Fandings. The auditee

must also prepare a Corrective Action Plan for current year audit

findings. The Summary Schedule of Prior Audit Findings and the
Corrective Action Plan must include the reference numbers the
auditor assigns to audit findings. Because the summary schedule

may include audit findings from multiple years, it must include the

STAIEWiDE PROCUREMENT DIVISION

fiscal year in which the finding initially occurred. The corrective

action plan and summary schedule of prior audit findings must

include financial statement findings that the auditor was required

to report in accordance with GAGAs.

summary schedule of Prior Audit Findings

The Summdry Schedule of Prior Audit Findings must report the

status of all audit findings included in the prior audit's schedule of

Iindings and questioned costs. The summary schedule must also

include audit findlngs reported in the prior audit's summary sched-

ule of prior audit findings except audit findings listed as corrected

in clause (1) or no longer valid or not warranting further action in

clause (3) as described below:

(1) When audit findings were fully corrected, the summary

schedule need only list the audit findings and state that cor-

rective action was taken.

(2) When audit findanqs were not corrected or only partially cor-

rected, the summary schedule must describe the reasons

for the finding's recurrence, planned corrective action, and

any partial corrective action taken. When the corrective

dction taken signiflcantly differs from the corrective action
previously reported in a corrective action plan oI the state

agency's management decision, the summary schedule

must provide an explanation.

(3) When the auditee believes the audit findings are no longer

valid or do not warrant further action, the reasons for this

position must be described in the summary schedule. A valid

reason for considering an audit finding as not warranting

fu.lher actioo is that all of the following have occurred:

. two years have passed since the audit report in which

the finding occurred was submitted to the state agency,
pass-through entity, or oversight agency forthe federal

single audit;

. the state agency, pass-through entity, or oversight
agency for the federal single audat is not currently fol-
lowing up with the auditee on the audit finding; and

. a manaqement decision \/as not issued.

Corrective Action PIan

At the completion ofthe audit, the auditee must prepare a correc-

tive action plan to address each audit findinq included in the audi-

tol's repoft for the current year. The corrective action plan must

be a document separate from the auditor's findings described in

the Audit Findinqs section. The corrective action plan must also

provide the name of the contact person responsible for the correc-

tive action, the corrective action to be taken, and the anticipated

completion date. When the auditee does not agree with the audit
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findings or believes corrective action is not required, the correc-

tive action plan must include a detailed explanaiion ofthe reasons.

REPORT SUBMISSION TO STATE AGENCY

General

The audit and the reporting package must be submitted by the

auditee within 30 calendar days after the auditee receives the

auditor's report, or nine months after the end of the audit period

(whichever is earlie4. The state agency may authorize an exten'

sion when the nine month timeframe would place an undue bur-

den on the auditee. lf the due date falls on a Saturday, Sunday,

or state holiday, the reportinq package is due the next business

day. The auditee must rnake copies available for public inspection

unless restricted by law or rule. Auditees and auditors must ensure

that their respective parts of the reporting package do not include

protected personally identifiable information.

Reporting Package

The reporting package must include the following:

(1) Financial Statements and Schedule of Expenditures of State

Awards discussed in the Financial Statements section

(2) Summary Schedule of Prior Audit Findings discussed in the

Audit Findinqs Follow-uD section

(3) Audilor's rep ort discussed in the Audit Reportinq section; and

{4) Corrective action p lan discussed in the Audit Findinqs

Follow-uD section

Requesls tor Management Letters lssued by the Auditor

Auditees must submit, when requested by a state agency or pass-

through entity, a copy of any management letters issued by the

auditor.

Report Retention Requirements

Auditees must retain a copy of the reporting package described

in this section on file until the third anniversary of the later date

of (1) the contract completion or expiration or (2) the resolution

of all issues that arose from any litigation, claim, negotiation,

audit, open records request. administrative review, or other action

involving the contract or documents.

Awo rd i n g Sto te Ag e ncy Respon si bi I ities

ln additional to all other requirements of this part. the state agency

must

(1) Ensure that audits are completed, and repo(s are received

in a timely manner in accordance with the requirements of

TxGMS.

(2) Provide technical advice and assistance to auditees and

auditors.

{3) Follow up on audit findings to ensure that local governments

take appropriate and timely corrective action. Follow-up

includes:

(a) issuing a management decision in accordance with the

lvlanaqement Decision section;

(b) monitoring the local government's progress imple-

menting a corrective action,

(c) using audit follow-up techniques as appropriate, to

improve state program outcomes through better audit

resolution, follow-up, and corrective action.

Auditors

AUDIT REPORTING FOR FINANCIAL AUDIT

(1) An opinion (or disclaimer oF opinion) on whether the finan-

cial statements are presented fairly in all material respects

in accordance with generally accepted accounting principles

and an opinion (or disclairner of opinion) as to whether the

schedule of expenditures of state awards is fairly stated in

all material respects in relation to the financial statements

as a whole.

(2) Areporton internal control over financial reporting and com-

pliance with provisions of laws, regulations, contracts, and

award agreements, noncompliance with which could have

a material effect on the financial statements. This report

must describe the scope of internal control and compliance

testing and the results of the tests. Where applicable, the

report must refer to the separate schedule of lindings and

questioned costs described in this section.

{3) A report on compliance for each program and a report on

internal control over compliance. This report must describe

the scope of testing of internal control over compliance and

include an opinion (or disclaimer of opinion) on whether the

auditee complied with statutes, reoulations, and the terms

and conditions of state awards that could have a direct and

material effect on each program and refer to the separate

schedule ot findings and questioned costs described in this

section.

(4) A schedule of findings and questioned costs that must

include the following three components:

(a) A summary of the auditor's results, which must include:
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The auditor's report may be in the form of either combined or
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presented in this section. The auditor's report must state that the

audit was conducted in accordance with this part and include the

following:
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(i) The type of report the auditor issued (unmodified

opinion, qualified opinion, adverse opinion, or dis-

claimer of opinion) on whether the audited financial

statements were prepared jn accordance with

GAAP;

(ii) A statement about whether significant deliciencies

or material weaknesses in internal control were

disclosed by the audit of the financial statements;

(iii) A statement as to whether the audit disclosed any

noncompliance that is material to the financial

statements oFthe auditee:

(iv) A statement about whether significant deficiencies

or material weaknesses in internal control over the
programs were disclosed by the audit:

(v) The type of report the auditor issued (unmodi

fied opinion, qualified opinion, adverse opinion,

or disclaimer of opinion) on compliance for major
programs;

(vi) A statement as to whether the audit disclosed any

audit findings that the auditor is required to report

under the Audjt Findinqs section; and

(vii)An identification of programs by listing each indi-

vidual program; however, in the case of a cluster

of programs, only lhe cluster name as shown on

the schedule of expenditures of state awards is

required.

(b) Findings relating to the financial statements required to

be reported in accordance with GAGAS.

(c) Findings and questioned costs for state awards that

must include audit findings as defined in the Audit Find-

1!q: section and be reported in the following manner:

(i) Audit findings (for example, internal control find-

ings, compliance fi0dings, questioned costs,

or fraud) that relate to the same issue must be

presented as a single audit finding. Where prac-

tical, audit findings should be organized by state

agency or pass{hrough entity.

(ii) Audit findings that relate to both the financial

statements (paragraph (4)(b) of this section)

and state awards {this paragraph (4){c)) must be

repo(ed in both sections of the schedule. How-

ever, the reporting in one section of the schedule
may be in summary form and reference a detailed
reporting in the other section.

AUDIT FINDINGS FOR FINANCIAI. AUDIT

Audit Findings Reported

The auditor must report the lollowing as an audit linding in the

schedule offindings and questioned costs:

(1) Significant deficiencies and material weaknesses in internal

control over major programs.

(2) Material noncompliance with the provisions of state or fed-

eral law, rules, or the terms and conditions of state awards.

13) Known questioned costs when either known or likely ques-

tioned costs are greater than $25,000 for a type of com-

pliance requirement for a major program. When reporting
questioned costs, the auditor must include information to
provide proper perspective for evaluating the prevalence

and consequences of the questioned costs. lf the known

questioned costs are greater than $25,000 for a state pro-

gram that is not being audited as a major program, no audit

flnding needs to be reported (unless the auditor is made

aware of the questioned costs as a result of an audit follow'

up or other audit procedure).

(4) The circumstances concerning why the auditoas report on

compliance for each program is other than an unmodified

opinion. This must be included unless the circumstances are

otherwise reported as audit findings in the schedule of find-

ings and questioned costs.

(5) Known or likely fraud affecting a state award, unless the

fraud is otherwise reported as an audit finding in the sched-

ule of findings and questioned costs. This paragraph does

not require the auditor to publicly report information that

could compromise investigative or legal proceedings or to
make an additional reporting when the auditor confirms that

the fraud was reported outside the auditois reports under

the direct reporting requirements of GAGAS.

(6) lnstances where the results of audit follow-up procedures

disclosed thatthe Summary Schedule of PriorAudit Findings

prepared by the auditee materially misrepresents the status

of any prior audit finding.

Audit Finding Detailand Clarity

Audit findings must be presented with sufficient detail and clarity

forthe auditeeto prepare a corrective action plan and take correc-

tive action and for state agencies to arrive at a management deci-

sion. As applicable, the following information must be included in

audit findings:

(1) The state program and specifac state award identiflcation,
including the program title and number, state award identi-
fication number, if applicable, and year, and the name ofthe
state agency. When information, such as the program title
and number or state award identification number, is unavail
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dble. the auditor must provide the best information available

to describe the state award.

(2) The criteria or specific requirement for the audit finding (for

example, the specific state and federal law, rule, or term and

condition ofthe state award). The criteria or specific require-

ment provides a context for evaluating evidence and under-

standing findings. The criteria should generally identify the

required or desired state or expectation with respe€t to the
program or operatioo.

{3) The condition found, including facts that support the defi-

cienry identified in the audit finding.

(4) A statement of cause that identifies the reason or explana-

tion for the condilion or the factors responsible for the dif-
ference between the situation that exists (condition)and the

required ordesired state (criteria), which mayalso serve as a

basis for recommendations for corrective action.

(5) The possible asserted efect to provide sufficient information
to the auditee and state agency to permit them to determine
the cause and effect to facilitate prompt and proper cor-
rective action. A statement of the effect or potential effect
should provide a clear. logical link to establish the impact
or potential impact of the difference between the condition
and the criteria.

(6) The identification of known questioned costs, by applicdble
state program name and state award identification number,

and how these questioned costs were computed.

[) When there are kno\,/n questioned costs but the dollar
amount is undetermined or not reported, a description
of why the dollar amount was undetermined or otheMise
could not be reported.

(8) lniormation to provide proper perspective for evaluating

the prevalence and consequences of the audit finding.
For example, whether the audit finding represents an iso-

lated instance or a systemic problem. Where appropriate,
instances identified must be related to the universe and

the number of cases examined and be quantified in terms

of dollar value. ln addition, the audit finding should indicate
whether the sampling was a statistically valid sample.

(9) The identification of whether the audit finding is a repeat of a

finding in the immediately prior audit. The audit finding must

identify the applicable prior year audit finding reference
numbers in these instances.

(10) Recommendations to prevent fulure occurrences ofthe defi-
ciency identified an the audit finding.

(11) Views of responsible officials of the auditee.

Reference Numbers

Each audit finding in the schedule of findings and questioned costs

must include a reference number.

AUDIT DOCUMENTATION

Retention ot Audit Documentation

The auditor must retain audit documentation and reports until the

third anniversary of the later date of ('l) the contract completion or

expiration, or (2) the resolution of all issues that arose from any

litigation, claim, negotiation, audit, open records request, adminis-

trative review, or other action involving the contract or documents.

When the auditor is aware that the state agency or auditee is

contesting an audit finding, the auditor must contact the parties

contesting the audit finding for guidance prior to the destruction

of the 6udit documentation and reports.

Access to Audit Documentation

Audit documentation must be made available upon request to the

state agency or State Auditor's Office to resolve audit findings, or

to carry out oversight responsibilities. Access to audit documenta-

tion includes the right of state agencies to obtain copies of audit

documentation, as is reasonable and necessary.

CRITERIA FOR STATE PROGRAM RISK

General

The auditor's determination should be based on an overall evalua-

tion of the risk of noncompliance occurring that could be material

to the state program. The auditor must consider criteria, such as

those described in ofthissection,to identifyriskin state proqrams.

Also, as part of the risk analysis, the auditor may wish to discuss a

padcular state program with auditee management and the state

agency.

Curent and PriorAudit Experience

(1) Weaknesses in internal control over state programs would

indicate higher risk. Therefore, consideration should be

given lo the control environment over state programs.

This includes considering factors such as the expectation

of management's adherence to state and federal statutes,

rules, and the terms and conditions of state awards, and the

competence and experience of personnel who administer

the state programs.

(a) A state program administered under multiple internal

control structures may have higher risk. When assess-

ing risk in a large single audit, the auditor must consider

whether weaknesses are isolated in a single operating

unit (for example, one college campus) or pervasive

throughout the entity.

(b) A weak system for monitoring sub-grantees would indi-

cate higher risk when significant parts of a state pro-

qram are passed to sub-grantees through subawards.
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12) Prior audit findings would indicate higher risk, especially

when the situations identified in the audit lindings could

significantly impact a state program or have not been cor-

rected.

Oversight Exercised by State Agencies

(1) The oversight exercised by state agencies may be used to
assess risk. For example, recent monitoring or other reviews

performed by an oversight entity that disclosed no significant
probtems would indicate lower risk, whereas monitoring that

disclosed significant problems would indicate higher risk.

(2) State agencies may identify state programs that are higher

risk.

(1) The phase of a state program in its lifecycle at the state

agency may indicate risk. For example, a new state program

with new or interim regulations may have higher risk than an

established proqram with time-tested regulations. Also, sig-

nificant changes in state programs, statutes, regulations, or

the terms and conditions of state awards may ancrease risk.

(2) The phase of a state program in its lifecycle at the auditee

may indicate risk. For example, during thefirstand lastyears

that an auditee participates in a state program, the risk

may be higher due to the start-up or closeout of program

activities and staf[

Mdndgement Decisions

The management decision must clearly state whether or not the

audit findjng is sustained, the reasons tor the decision, and the

expected auditee action to repay disallowed costs, make financial

adjustments, or take other action. lf the auditee has not com-

pleted corrective action, a timetable for follow-up should be given.

Prior to issuing the management decision, the state agency may

request additiooal information or documentation from the auditee,

including a request for auditor assurance related to the documen-

tation, as a way of mitigating disallowed costs. The management

decision should describe any appeal process available to the audi-

tee. The state agency may also issue a management decision on

lindings relating to the financial statements, that are required to

be reported in accordance with GAGAS. The state agency respon-

sible for issuing the management decision should do so within six

months of receipt of the report.
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The nature of a state program may indicate risk. Consideration

should be given to the complexity of the program and the extent

to which the state program contracts for goods and services. For

example, state programs that disburse funds through third-party

contracts or have eligibility criteria may be higher risk.
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correction of typographical errors) throughout the TxGl\,,lS.

Substantive revisions to the following sections: Audits, Appendices 2, 6, and 9,

october 1,2024 2.0 Non-substantive modifications (e.g., tormat adjustments, correction of

typographical errors) throughout the TxGMS.

Non-substantive clarifications to the following sections: Throughout the TxGirs to
align with 2 CFR Part200.

Substantive revisions to the following sections: Standard for Financial and Pr0gram

l\,'!anagement: lnternal Controls - Subaward Procedures: Fixed Amount Awards -
Property Standards: Equipment - Supplies - Closeout * lndirect Costs: 15 percent

de minimis lndirect Cost Rate - Audits: Audit Requirements - Appendices 2, 6,
And 7

Velsion
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APPENDIX 1
ACR()NYMS AIII) ABBREVIATI()NS

Annual Comprehensive Financial Report

Assistance Listing Number

Code of Federal Regulations

Data Universal Numbering system

Electronic State Business Daily

Facilities and Administration

Fiscal Management Division website

General Appropriations Act (state)

Generally Accepted Accounting Principles

Generally Accepted Government Auditing Standards

Governmental Accounting Standards Board

lnstitutions of Higher Education

Legislative Budget Board

office of Managementand Budget (federal)

Research and Development

Request for Applications

System for Award Management (federal)

State Auditor's 0ffice

Schedule of Expenditures Federal Awards

State Property Accounting

Stalewide Procurement Division

State Pass-Through Reconciliation

Statewide Cost Allocation Plan

Texas Administrative Code

Texas Grant l\4anagement Standards

Uniform Grant Management Standards

Uniform State,,{ide Acco0nting System

United States Code

ACFR

ALN

CFR

DUNS

ESBD

F&A

FMX

GAA

GAAP

GAGAS

GASB

IHE

LBB

OMB

R&D

RFA

SAM

sAo

SEFA

SPA

SPD

SPTR

SWCAP

TAC

TxGMS

UGMS

USAS

u.s.c.
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APPENDIX 2
GL(lSSARY

This Glossa.y provides definitions for terminoloqy commonly used in state grant programs and the Chapter 783 Supplement for State

Grant Programs. Other definitions may be found in state statutes, rules, or fiscal policies that apply more specifically to particular

programs or activities. Because certain words found in state grant programs may have meanings that are the same, similar, or different to

those found in federal grant programs, care should be taken to utilize the definition that is appropriate to the transaction. For definitions

associated with terms found in federal grant programs, grant program managers must refer to 2 CFR Part 200 and any federal agency

issued guidance. Ifiis clossory does not ptovide guidonce lor tems found in federol gront prcgroms.

Acquisition Cost
The (totdl) cost of the asset including the cost to ready the asset

for its intended use. For example, acquisition cost for equipment,

means the net invoice price of the equipment, including the

cost of any modifications, attachments, accessories, or auxiliary

dpparatus necessary to make it usable for the purpose for which

it is acquired. Acquisition costs for software includes those

development costs capitalized in accordance with generally

accepted accounting principles (GAAP). Ancillary charges, such as

taxes, duty, protective in transit insurance, freight, and installation

may be included in or excluded from the acquisition cost in
accordance with the grantee's or sub-grantee's regular accounting

p16ctices.

Advance Payment
A payment that a state agency or pass-through entity makes by

any appropriate payment mechanism and payment method before

the local government disburses the funds for program purposes.

Allocation
The process of assigning a cost, or a group of costs, to one or

more cost objective(s), in reasonable proportion to the benefit
provided or other equitable relationship. The process may entail

assigning a cost(s) dtectly to a final cost objective or through one

or more intermediate cost objectives.

Annual Comprehensive Financial Report (ACFR)

A statewide financial report that encompasses all funds and

component units of the State of Texas, prepared in conformance

with Generally Accepted Accounting Principles (GA,AP) and

Governmental Accounting Standards Board {GASB) requirements.

Formerly known as Comprehensive Annual Financial Report

(cAFR).

Application
The document(s) submltted in response to a Request for
Applications or other notice of funding opportunity for financial
assistance

Appropriation
Legislative authorization to expend public funds for a specific

purpose.

Auditee
Any non-state entity that expends state awards that must be

audited under TXGMS.

Auditor
Auditor means an auditor who is a public accountant or a federal,

slate, local government, or lndian Tribe audit organization that

meets the general standards specified for external auditors in
generally accepted government auditing standards (GAGAS).

The term auditor does not include internal auditors of nonprofit

organizations.

Biennium
For the State of Texas, a period of 24 consecutive months

beginning on September 1 of each odd-numbered year. Example:

September 1,2025, through August 31,2022

Budget
The flnancial plan for the project or program that the state agency

or pass-lhrough entity approves during the award process or in

subsequent amendments to the award. lt may include the State

and non-state share or only the state share, as determined by the

state agency or pass-through entity.

Capital Asset
A possession of the State that has an estimated useful life of more

than one year. Capital assets may or may not be capitalized for
financial reporting purposes.

Capital Expenditure
Expenditures to acquire capital assets or expenditures to
make additions, improvements, modifications, replacements,

Texas Grart Management Standards - Version 2.0 |
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Assignment
Transfer of contractual rights from one party to another party.
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rearrangements, reinstallations, renovations, or alterations to

capital assets that materially increase their value or useful life.

CentraI Service Cost Allocation Plan

The documentation identifying, accumulating, and allocating or

developing billing rates based on the allowable costs of services

provided by a state, local government, or lndian Tribe to its

departments and agencies on a centralized basis. The costs of

these services may be allocated or billed to users.

Closeout
The process by which the awarding agency or pass-through

entity determines that all applicable administrative actions and

all required work of the award have been completed and takes

actions as described in Texas Grant Management Slandards. Final

activity under contract management to ensure all deliverable,
payment and capital equipment disposition activities have been

appropriately completed. ln some grant opportunities the actions

associated with a Closeout all occur at the sarne time. However,

there are other grant opportunities where the actions associated

With Closeout may occur at different times. Sometimes the fiscal

actions and the performance actions may reach Closeout years

apart to achieve program goals.

Contractor
An entity that receives a contrdct.

Controlled Asset
An agency asset the State has determined as high loss risk lo be

secured and tracked because of the nature of the possession.

The term does not include a capitalized asset, real property, an

improvement to real property, or inFrastructure. lf the controlled

asset is required to be reported to the SPA system, additional

information may be found in the SPA Process Useas Guide lo€ated

on the Compkolleas EMX]4eE!1C.

Corrective Action
Action taken by the auditee that

(1) Corrects identified deficiencies;

(2) Produces recommended improvements; or

(3) Demonstrates that audit findings are either invalid or do not
warrant auditee action.

Cost Allocation Plan

A cenkalservice or public assistance cost allocation plan

Cluster of Programs
A grouping of closely related programs that share common

compliance requirements. The types of clusters of programs

are research and development, student financial aid, and other

clusters.

Computing Devices
Machines that acquire, store, analyze, process, and publish

data and other information electronically, including accessories

(or "peripherals") for printing, transmitting and receiving, or

storing electronic information. See also Supplies and lnformation

Technology Systems.

Continuation Funding
The second or subsequent budqet period within an identified

period of performance.

Contract
The legal instrument used to enter into a procurement relationship

with a contractor (e.9., private sector vendor, public sector entity)

to acquire goods and services that are needed to carry out the

project or program under a state grant.

Cost Objective
A program, function, activity, award, organizational subdivision,

contract, or work unit for which cost data are desired and for

which provision is made to accumulate 6nd measure the cost of
processes, products, jobs, and capital projects. A cost objective

maybe a malorfunction ofthe grantee or sub-grantee, a particular

service or project, a state award, or an indirect cost activity. See

also Final Cost obiective and lntermediate Cost Objective.

Data Universal Numbering System (DUNS)

A system that assigns a unique nine-digit identification number,

provided by Dun & Bradstreet (D&B).

Disallowed costs
Charges to a state award that the state agency or pass-through

entity determines to be unallowable, in accordance wilh the

applicable statutes, regulations, or the terms and conditions of

the state award.

ECA Assistance Listings
A compilation of federal programs, projects, services and activities

providing assistance or benefits to the American public. lt contains

financial and nonfinancial assistance programs administered by
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Code of Federal Regulations (CFR)

A codification of the federal rules that have been previously

published in the Federal Register. The CFR is divided into 50 titles

that cover broad areas subject to federal regulation.
Cosi Sharing
The portion of project costs contributed by the grantee (unless

otherwise authorized by slate statute).



various federal government agencies. The ECA Assistance Listings

are available online under the Assistance Listings at sam.gov.

Enabling Legislatiol
Federal or State statute that gives entities the authority to
establish grant programs. This legislation usually includes the

broad parameters that the entity shallfollow in the implementdtion

of the grant program.

Electronic State Business Daily (ESBD)

An online directory, administered by SPD, that publjshes

solicitations, contract awards, and grant opportunities for the

purpose of informing the public.

Equipment
Tangible personal property (including information technology

systems) having a useful life of more than one year and a per-

unit acquisition cost that equals or exceeds the lesser of the

capitalization level established by the grantee or sub-grantee for

financial statement purposes, or $10,000. See also CapitalAssets,

Computing Devices, General Purpose Equipment, lnformation

Technology Systems, Special Purpose Equipment, and Supplies.

Expenditures
Charges made by a grantee or sub-grantee to a project or
program for which a state award was received.

(a)The charges may be reported on a cash oraccrualbasis, as long

as the methodology is disclosed and is consislently applied.

(b) For reports prepared on a cash basis, expeoditures are the sum

of

(1)Cash disbursements for direct charges for property and

services;

(2) The amount 0findirect expense charged;

(3)The value ofthird-party in'kind cootributions appliedj and

(4)The amountofcash advance payments and payments made
to sub-grantees.

(c) For reports prepared on an accrual basis, expenditur€s are the
sum of

(1)Cash disbursements for direct charges for property and
services;

(2)The amount of indirect expense incu.red;

(3)The value ofthird-party in-kind contributions apptied; and

(4)The net increase or decrease in the amounts owed by the
grantee or sub-grantee for

(i) Goods and other property received;
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(ii) Services performed by employees, contractors, sub-

grantees, and other payees; and

(iii) Progra ms for wh ich no cu rre nt services or pe rfo rmance

are required such as annuities, insurance claims, or

other benefit payments.

Final Cost Objective
A cost objective that has allocated to it both direct and indirect

costs and, in lhe grantee's or sub-grantee's accumulation system,

is one of the final accumulation points, such as a particular award,

internal project, or other direct activity of a grantee or sub-

rantee. See also Cost 0biective and lntermediate Cost Obiectiveg

Fiscal Year

For the State of Texas, a period of 12 consecutive months

beginning September 1 of each year and ending August 3'l of the

next year.

FMX
The Comptroller's Fiscal Management Division website that assists

state agencies and institutions of higher education to efficiently

and effectively manage their appropriations, financial reporting,

purchase and travel expenditures, payrolls and personnel.

General Purpose Equipment
Equipment that is not limited to research, medical, scientific or

other technical activities. Examples include office equipment and

furnishinqs, modular offices, telephone networks, information

technology equipment and systems, air conditioning equipment,

reproduction and printinq equipment, dnd motor vehicles. See

also EouiDment aod ecla Pu ose E iI nrent.

Generally Accepted Accounting Principles (GAAP)

Conventions, rules and procedures that serve as the norm for the

fair presentation of financial statements.

Generally Accepted Government Auditing Standards
(GAGAS)

Generally accepted government auditing standards issued by the
Comptroller General of the lJnited States, which apply to financial
audits. Also known as the Yellow Book.

Governn!ental Accounting Standards Board (GASB)

A component of the Fin6ncial Accounting Foundation (FAF) - a

prjvate sector, nonprofit organization. GASB is not a governmental

entity. GASB provides authoritative guidance on accounting
and financial reporting for state and local governments. GASB

establishes generally accepted accounting principles (GAAP) for
state and local governments. but has no enforcement authority.
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Grant Agreemeflt
A legal instrument of financial assistance between a state

agency and a grantee or between a pass{hrough entity and a
sub-grantee that is used to enter into a relationship the principal

purpose of which is to transfer anything of value from the state

ngency or pass-through entity to the grantee or sub-grantee to

carry out a public purpose authorized by a state law.

Grantee
A non-state entity that receives a state award directly from a state

agency to carry out an activity under a state program. The term
grantee does not include sub-grantees. See also Non-state Entitv.

lmproper Payment
A payment that should not have been made or that was made in
an incorrect amount (including overpayments and underpayments)

under statutory, contractual, administrative, or other legally
applicable requirements.

lncludes any payment to an jneligible party, any payment for an

ineligible good or service, any duplicate payment, any payment

for a good or service not received (except for such payments

where authorized by law), any payment that does not account for
credit for applicable discounts.

lndirect Costs
Those costs incurred for a common or joint purpose benefitting

more than one cost objective, and not readilyassignable to the cost

objectives specifically benefitted, without effort disproportionate

to the results achieved. It may be necessary to establish multiple
pools of indirecl costs to facilitate equitable distribution of indirect

expenses to the cost objectives served. lndirect cost pools must be

distributed to benefitted cost objectives on basis that will produce

an equitable result in consideration of relative benefits derived.

For lnstitutions of Higher Education (lHE), the term facilities and

administrative (F & A) cost is often used to refer to indirect costs.

Indirect Cost Rate Proposal
The documentation prepared by a grantee to substantiate its

request to estdblish an indirect cost rate.

lnformation Technology Systems
Computing devices, ancillary equipment, software, firmware, and

related procedures, services (including support services), and

resources. See also Computing Devices and Equipment.

lntangible Property
Property having no physical existence, such as trademarks,

copyrights, data (including data licenses), websites, lP licenses,

trade secrets, patents, patent applications, and property such as

loans, notes and other debt instruments, lease agreements, stock

and other instruments of property ownership of either tangible

or intangible property, such as antellectual property, software, or

software subscriptions or licenses.

lnteragency Contract

Written understanding between two or more agencies as

authorized by Chapter 771 of the Texas Government Code.

!nterlocal Contract
Written understandinq between Iocal government entities, a locdl

government entity and a federally recognazed lndian Tribe, or a

local government entity and a state agency of Texas or another

state as authorized by ChapterT9l ofthe Texas GovernmentCode.

For purposes of Chapter 791 of the Texas Government, a federally

recognized lndian lribe is listed by the United States Secretary of
the lnterior under 25 U.S.C. Section 479aJ, whose reservation is

located within the boundaries of the State of Texas.

Intermediate Cost Obiective
A cost objective that is used to accumulate indi.ect costs or
service center costs that are subsequently allocated to one or

more indirect cost pools or final cost oblectives. See also Cost

0bjective and Final Cost Objective.

lnternal Controls
A process, amplemented by a grantee or sub-grantee, designed

to provide reasonable assurance regarding the achievement of

objectives in the following categories:

(a) Effectiveness and efficiency of operations;

(b) Reliability of reporting for internal dnd external use; and

(c) Compliance with applicable laws and regulations.

lnternal Control Over Compliance Requirements for
State Awards
A process implemented by a grantee or sub-grantee designed to
provide reasonable assurance regarding the achievement of the

following objectives for state awards:

(a)Transactions are properly recorded afld accounted for, in orderto

(1) Permitthe prepa.atioo of reliable financial statements a0d

state reports;

(2) Maintain accountability over assets; and

(3) Demonstrate compliance with statutes, regulations, and the

terms and conditions ofthe state award;
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Grantor
For state grdnt programs, the entity providing financial assistance

in the form of dn award. Also referred to as the state agency.



(b)Transactions are executed in compliance with

(1) Statutes, regulations, and the terms and conditions of the

state award that could have a dkect and material effect on

a state program;and

(2) Any otherstatutes and regulations that are identified in the

compliance supplement; and

(c) Funds, property, and other assets are safeguarded against loss

from unauthorized use or disposition.

l-egislative Budget Board (LBB)

The permanent joint committee of the Iexas Legislature that

develops budget and policy recommendations for legislative

appropriations for all agencies of state government. The

LBB completes fiscal analyses for proposed legislation and

conducts evaluations and reviews for the purpose of identifying

and recommending changes that improve the efficiency and

performance of state and local operations and finances.

Local Government
A municipality, county, or other political subdivision of the state, as

those terms are used in Government Code, Chapter 783. Does not

include a school district or other specialpurpose district.

Major Program
A state program determined by the auditor to be a major program

in accordance with TXGMS or a program identified as a major

program by a state agency or pass-through entity in accordance

with TxGMS.

Management Decision
The evaluation by the state 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

ne€essary

Non-state Entity
A federal government, local government, lndian Tribe, institutions

of higher education (lHE), nonprofit organization, or for-profit

entity (if permitted by state law and the state award) that carries

out a state ardard as a grantee or sub-grantee.

Nonprof it Organization
Any organization that

{a) ls operated primarily for scientific, educational, service,

chdritable, or similar purposes in the public interest;

(b) ls not organized primarily for profit;

STATEWID E PROCU R EIVI ENT D IVISIO N

(c) Uses net proceeds to maintain, improve, or expand the orga-

nization's operations; and

{d) Is not an lHE.

Obligations
When used in connection with a non-state entity's utalization

of funds under a state award, orders placed for property and

services, contracts and subawards made, and similar transactions

during a given period that require payment by the non-state eotity

during the same or a future period.

Participant
Generally, an individual participating in or attending program

activities under a state award, such as trainings or conferences,

but who is not responsible for implementation of the state award.

lndividuals committing effort to the development or delivery of
program activities under a state award (such as consultants,

project personnel, or staff members of a grantee or sub-grantee)

are not participants. Examples of participants may include

community members participating in a community outreach

prograrn, members of the public whose perspectives or input are

sought as part of a program, students, or conference attendees.

Participant Support Costs
oirect costs that support participants and their involvement in

a state award, such as stipends, subsistence allowances, travel

allowances, registration fees, temporary dependent care, and per

diem paid directly to or on behalf of participants.

Pass-throuqh entity
A grantee or subgrantee that provides a subaward to a sub-

grantee (including Iower tier sub-grantees) to carry out part of a

state proqram. The authority of the pass-through entity under this

part flows through the subaward agreement between the pass-

through entity and sub'grantee.

Performance Goal
A measurable larget level of performance expressed as a tangible,

measurable objective, against which actual achievement can be

compared, including a goal expressed as a quantitative standard,

value, or rate. ln some instances (for example, discretionary

research awards), this may be limited to the requirement to submit

technical performance reports (to be evaluated in accordance

with agency policy).

Period of Performance
The time during which the non-state entity may incur new

obligations to carry out the work authorized under the state

award.
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Personal Property
Property other than real property. May be tangible or intangible

Prior Approval
The written approval obtained in advance by an authorized

official of a state agency or pass-through entity of certain costs or

programmatic decisions.

Project Cost
Total allowable costs incurred under a state award and all

required cost sharing and voluntary committed cost sharing.

including third-party conkibutions

Property
Real propedy or personal property

Ouestioned Costs; Known Ouestioned Cost; Iikely
Ouestioned Cost

(a) An amount, expended or received from a state award, that in
the auditor's judgment

(i) ls noncompliant or suspected noncompliant with state

statutes, regulations, or the terms and condilions of the
state awdrd;

(ii) Atthe lime ofthe audit,lacked adequate documentation
to support compliance; or

(iii)Appeared unreasonable and did not reflect the actions a
prudent person would take in the circumstances.

(b)The questioned cost under (a)(ii) is calculated as if the por-

tion of a transaction that lacked adequate documentation
were confirmed noncompliant.

(c) There is no questioned cost solely because of

(i) Deficiencies in internal control; or

(ii) Noncompliance with the reporting type of compliance
requirement if this noncompliance does not affect the
amount expended or received from the state award.

(d) Known questioned cost means a questioned cost specifically
identified by the auditor. Known questioned costs are a sub-

set of likely questioned costs.

(e)Likely questioned cost means the auditor's best estimate of
total questioned costs, not just the known questioned costs.

Likely questioned costs are developed by extrapolating from
audit evidence obtained, for example. by projecting known
questioned costs identified in an audit sample to the entire
population from which the sample was drawn. ln evaluating

the effect of questioned costs on the opinion on compliance,
the auditor considers the likely questioned costs, notjustthe
known questioned costs.

Real Property
Land, including ldnd improvements, structures and appurtenances

thereto, and legal interests in land, including fee interest, licenses,

rights of way, and easements. Real property excludes moveable

mdchinery and equipment.

Request for Applications (RFA)

A written solicitation announcement requesting the submission of

applications for funding opportunities.

Research and Developmenl
Basic and applied research activities and all development activities

performed by grantee and sub-grantee. The term research also

includes activities involving the training of individuals in research

techniques where such activities use the same facilities as other

research and development activities and where such activities are

not included in the instruction function.

"Research" is the systematic study directed toward fuller scientific

knowledge orunderstanding of thesubjectstudied. "Development"

is the systematic use of knowledge and understanding gained

from research directed toward to produce useful materials,

devices, systems, or methods, including designing and developing

prototypes and processes.

Schedule of Expenditures of Federal Awards (SEFAI

Used to report the federal flnancial assistance and federal cosl
reimbursement contracts that nonJederal entities receive directly

from federal agencies or indirectly from pass-throuqh entities.

Each agency that expends federal dwards is required to submit

the SEFA to the Comptroller either by hard copy or through the

SEFA web application.

Statewide Cost Allocation Plan (SWCAP)

Prepared by the Governor's Office each flscal year. ldentafies

the costs incurred for the provision of cenkal administrative and

support activities {centralservices such as accounting and payroll)

and allocates those costs to the agencies receiving the centralized

services.

Single Audit
With amendment in 1996, provides audit requirements for entities

that receive federal financial assistance above a designated

monetary threshold. The annual audit reduces the audit burden

for nonJederal entities in that one audit is conducted instead of
multiple audits of individual programs.

Special Purpose Equipment
Equipment that is used only for research, medical, scientific, or

other similar technical actlvities. Examples of special purpose

equipment include microscopes, x'ray machioes, surgical
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State
The State of Texas.

instruments, spectrometers, and associated software. See also

Eouiomett and General PurDose Equi0ment
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Texas AcquisitioI Threshold
The same dollar amount as the federal Simplified Acquisition

Threshold including any adjustments to the federal Simplified

Acquisition Threshold that may occur after the publication date

of TxGMS. The dollar amount associated with federal Simplified

Acquisition Threshold is determined in accordance with 48 CFR

Part 2, Subpart 2.1. As of the publication of Version 2.0 of TxGMS,

the federal Simplified Acquisition Threshold is $250,000.

Termination
The action a state aqency, pass-through entity, or grantee takes to

discontinue a state award, in whole or in part at any time before

the planned end date of the period of performance.

Third-Party ln-Kind Contributions
The value of non-cash contributions (meaning property or services)

that

('l) benefit a project or program funded by state award; and

(2) are contributed by non-state third parties, without charge,

to a grantee or sub-grantee under a state award.

Unliquidated Obligations
Financial obligations incurred by the grantee or sub-qrantee but

not paid (liquidated) for findncial reporls prepared on a cash

basis. For reports prepared on an expenditure basis, these are

obligations incurred by the grantee or sub-grantee for which

expenditures have not been recorded.

Unobligated Balance
The amount of funds under a state award that the grantee or

sub-grantee has not obligated. The amount is computed by

subtracting the cumulative amount of the grdntee's or sub-

grantee's unliquidated obligations and expenditures of lunds

under the state award from the cumulative amount of the funds

that the state agency or pass-through entity authorized the

grantee or sub-grantee to obligate.

Voluntary Committed Cost Sharing
Cost sharing specifically pledged voluntarily in the proposal's

budget or the state award on the part of the grantee or sub-

grantee that becomes a binding requirement of the state award.

State Agency
As defined in Chdpter 783 of the Government Code. ln TXGMS,

generally refers to the agency that provides a state award directly

to a grantee unless the context indicates otherwise. See also State

A!/ard and Grantee.

State Award
State award has the meaning, depending on the context, in either

paragraph (1) or (2) of this section:

(1) The state financial assistance that a non-state entity

receives directly from a state agency or indirectly from a
pass-through entity.

(2) The grant agreement.

State Share

The portion of the total project costs that are paid by state funds

or in-kind assistance.

State Pass-Ihrough Reporting (SPTR)

The web application used to submit the State 6rant Pass-Through

Schedule and report state grant money passed between agencies.

SPTR is available on the Comptrollels website.

Subaward
An award provided by a pass-through entity to a sub-grantee for

the sub-grantee to carry out part of a state award received by the

pass-through entity. lt does not include payments to a contractor,

beneficjary. or participant.

Sub-grantee
A non-state entity that receives a subaward from a pass{hrough

entity to contribute to the goals and objectives of the project by

carrying out part of a state progrom. The term sub-grantee does

not include a beneficiary or participant. A sub-grantee may also

be a grantee of other state awards directly from d state aqency. A

sub-grantee may also be referred to as a subrecipient.

Supply
All tangible personal property other than those described in

Equipment. A computing device is a supply if the acquisition

cost is below the lesser of the capitalization level established
by the grantee or sub-grantee for financial statement purposes

or $10,000, regardless of the length of its useful life. See also

Comoulino Devices and Eouipmenl.
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S IATE 1/t/ ID E PROCUREMENT DIVISION

APPENDIX 3
AI)l]ITI(1NAL RES()URCES

STATE RES()URCES

Comptroller's Fiscal lvlanagement Website (FMX): httos://fmx.cpa.texas.oov/fnrx/

Electronic State Business Daily : http J/www.txsmartbuv.conr/esbd

GeneralAppropri ations Act: httpr/www.lbb.state.tx.us/budqet.aspx

LBB Contracts Database: httpr/www.lbb.state.tx.us/CoItract_.Reportinq.Aspx

State of Texas Procuremenl and Coniract [4anagement Guide:

httosJ/comotrollertexas.aov/ourchasinQ /oublications/orocurement-contract.oh0

Texas Administrative Code: httDs://www.sos.texas oov/texreo/i dex shhnln

Texas.g ov eGrants: httos://txap0s.texas.qov/tolaoo/eqrants/search.htnr

TxGMS: https://com0troller.texas.qov/purchasinq/qranlmanaqemenV

Uniform Guidance Training Materials: httpsr/cfo.qov//qrants/
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TEDERAL RES()UffCES

ECA Assistance Listings: https://eca.state.oov/oroanizationalfundino/ap0lvinq-qrant/assistance-listinos

Code of Federal Regulations: I!!p!!@gegi!991

System for Award Management: bUp j,l@tylg!149!5A!!l

[Jniform Guidance: httpsr/www.oovinf o.oov/aoo/collection/cf r/2024/
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APPENDIX 4
TYPES (lF RELATI()NSHIPS IN FEI)ERAL GRANT AWARDS

Contractor
(provides property
and/or services)

-{
-.{

g
FI
!

oc
T
m
2
mz{

2
oF l3'1

Federal Award

Subaward
(non-state entity)

Subrecipient Contractor
(provides property
and/orservices)

State Agency or University
Funds passed are either:

lnteragency
Pass-Through

Recipient

Interagency
Pass-Th rough

Vendor

Subaward
Contractor

(provides property
and/orservices)

Subcontractor
(provldes property
and/or services)

Beneficiaries

FederalAgency
(AwardingAEency)

Contract

Gontract
Conkact

StateAgency
(Pass-Ihrough Entity/Reclplen0
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lnteragency Transactlon ( IIU!
(Stats ot Td(as vlowod as ono enuty by Fods!
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APPENDIX 5

TYPES OF RELATI(]NSHIPS IN STATE GRANT AWARI]S

Subcontractor
(provides goods,

lT commodities,
and/or services)

-{
m

6
m

m

mz
-tg
E
I
z

Grant/Award
(non-state entity)

Vendor/Contractor
(provides goods,

IT commodities,
and/or services)

Subaward

Sub-Grantee,/
Subrecipient

Vendor/Contractor
(provides goods,

lT commodities,
and/or services)

Beneficiaries

lnteragency Tlansaction ( IIV) .Contract
(non-state ontity)

Contract

Conhact

State Agency or University
Funds passed are either:

lnteragency
Pass-Through

Grantee

Interagency
Pass"Through

Vendor

Sub-Grantee/
Subrecipient

Vendor/Contractor
(provides goods,

lT commodities,
and/or services)

Beneficiaries

M

Grantee/ Recipient

I

Subaward l

StateAgency
(Awarding Agency/Granto0

I
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SI'ATEWI DE, PROCUREMENT OIVlSION

APPENDIX 6
UflIFORM ASSURAI,ICES BY L()CAL Ot)t/ERI{MENTS

ln accordance with Section 783.005 of the Texas Government Code, this document identifies the Uniform Assurances that a state aqency

rnust include in its grant agreements and procurement contracls with local governments.

The wording of the Uniform Assurance must substantially conform to the Standard Text. (Alternate versions of the Standard Text for certain

Assurances are provided.) lt is expected that the following terms will be revised by the state agency as appropriate for conformity with the

applicable transaction documents: Agency, Respondent, Re:; )',,,j ), and Solicitation.

General guidance is provided along with examples of supplemental text that routinely accompany the required clause. Any additionaltext

included by the state agency must not conflict with or weaken a Uniform Assurance. lt is recommended that grant program managers

seek assistance from agency legal counsel prior to modifying the Standard Text as slight variations may result in the state agency's non-

compliance with applicabie statutes.

ByrdAnti-
Lobb!'lng

Amendment

Respo0d ent certifies that no federalappropriated funds have

been paid or will be paid to any person or organization for

influencing orattempting to influence an olliceror employee

of any agency, a member of Congress, an ofliceroremployee
of congress, or an employee of a member of Congress on

its behalf to obtain, extend, or modify this contract or gra0t.

lf non-federal funds are used by Respondent to conduct

such lobbying activities, Respondent shall promptly file the

prescribed disclosure form. ln accordance with 31 U.S.C.

S 1352(bX5), Respondent acknowledges and agrees that

it is responsible for ensuring that each subrecipient and

subcontractor certifies its compliance with the expenditure

prohibition and the declaration requirement.

jthet text rcquied by lhe tederal

aEency.

0r

APPIICABILffY: Clause applies t0 grant agreements and
procurement contracts exceeding $100,000 that are

f inanced from lederal funds.

l{oTE: Unless otherwise dkected by the federal agency, the
OIVB prescribed SF-LU is the standard disclosure reporting

form for lobbying paid forwith non-federalfunds.

2 CFR Part 200 Appendix ll (Contract Provisions for Non-

Federal Entity Contracts Under Federal Awards)--

ln addition to other provisions required by the federal

agency or the nonjederal eotity, all contracts made by the

nonjederal entity under the federal award must contain

provisions covering the following, as applicable:

Byrd Anti'Lobbying Amendment (31 U.S.C. 1352)-
Contractors that apply or bid for an award exceeding

$100,000 must file the required certification. Each tier
cenifies to the tier above that it will not and has not used

federal appropriated funds to pay any person or orga0ization

for influencing or attempting to influence ar officer or

employee of any agency, a member of Congress, officer

or employee of coneress, or an employee of a member of
Congress in connection with obtaining any federal contract,
grant or any other award covered by 31 U.S.C. 1352. Each

tier must also disclose any lobbying with non'federal funds

that takes place in connection with obtaining a0y federal

award. Such disclosures are loruarded from tier to tier up to

the non-federalaward.

LegalAuthority: 2 CFR Part 200 Appendix ll

Assurance
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Child Support
0bligation

Respondent represents and warrants that it will include

the following clause in the award documents for every

subaward and subcontractand will require subrecipients and

contractors to certify accordingly: "Under Section 231.006
ofthe Family Code, the vendororapplicant certifies thatthe
individual or business entity named in this contract, bid or

application is not ineligible to receive the specified grant,

loan, or paymentand acknowledges thatthis contract may be

terminated and payment may be withheld ifthis certification

is inaccurate. A bid or an application for a contract, grant, or

loan paid from state funds must include the name and social

security number ofthe individual or sole proprietor and each

partner, shareholder, or owner with an ownership interest of

at least 25 percent ofthe business entity submitting the bid

or application."

APPI"ICABIUIY: Clause applies to grant agreements and

procurementconuacts that are Financed from state orfederal

funds.

NoTE: Pursuant to Sections 231.006(a) and 231.302(cX3)

o[ the Texas Family Code, this ce(ification applies t0 lower

tier transactions.

Section 231.006(d) of the Texas Family Code mandales the

use of statutorily specified text. Section 231.006(j) ot the

Texas Family Code provides that'A state agency may accept

a bid that does not include the requked information if the

state agency collects the information before the contract,
grant, or loan js executed.'

Section 231.006(a) ofthe Texas Family Code provides that

a child support obli8or who is more than 30 days delinquent

in paying child support and a business entity in which the

obligor is a sole proprietor, partner, shareholder, or owner

wjth an ownership interestofat least 25 percent is noteligible

to (1) receive payments from state funds under a contractto
provide property, materials, orservice; or(2) receive a state-

funded grant or loao.

Supplemental text to the required clause may include the
following:

FEDERAL PRIVACY ACT NoTICE: This notice is glven

pursuant to the Federal Privacy Act. Disclosu.e of your

Social Security Number (SSN) is required under Section

231.006(c) and Section 231.302(c)(2) of the Texas

Family Code. Tlre Social Security number will be used

to identify persons that may owe child support and will

be kept confldential to the fullest extent allowed under

Section 23 1.302(e) of the Texas Family Code.

Legal Authority: TEX. FAIV. CoDE Eq 231.006, 231.302
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STATEWIDE PROCUREMENT O IVIS ION

APPLICABILITY: Clause applies to grant agreements and
procurement contracts exceeding $150,000 finaoced from

federalfunds.

2 CFR Part 200 Appendix ll (Contract Provisions for Non-

Federal Entity Co0tracts Under Federal Awards)--

Clean AlrAct ard
FederalWatel

Pollution Control
Act

Respondent represents and warrants that it will comply

with all applicable standards, orders or regulations issued

pursuant to the Clean Air Act (42 U.S.C. 1401-767lq) and

the Federal Water Pollution Control Act as amended (33

u.s.c. 1251,1387).

Compliance With
Laws, Rules, and

Requlrements

Respondent represents and warrants that it will comply,

and assure the compliance of all its subrecipients and

conkactors, with all applicable federal and state laws, rules,

regulations, and policies in effect or hereafter established.

ln addjtion, Respondent represents and warrants that it

will comply with all requirements imposed by the awarding

agency concerning special requirements of law, program

requirements, and other administrative requirements. ln

instances where multiple requirements a pply to Respondent,

the more restrictive requirement applies.

APPI|CABltffY: Clause applies to grant agreements and

procurement contracts financed from federal grant funds.

legal Authority: 2 CFR SS 200.300, 200.302, 200.303,

200.318.

Contract
0Yerslght

Respondent represents and warrants that it will maintain

oversight to ensure that contractors perform in accordance

with the terms, co0ditions, and specifications of their
contracts or purchase orders.

APPLICABILIIYT Clause applies to procurement contracts

thatare financed from state orfederallunds.

Legal Authority: 2 CFR 5 200.318(b); TEX, GoVT CoDE 5

783.005.

Assurance Guidance
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Standard Text

0r

Other text specified by the federal

agency.

ln additioo to other provisions requked by the federal

agency or the nonjederal entity, all contracts made by the

non-federal entity under the federal award must contain

provisions covering the following, as applicablel

(G) Clean Air Act (42 U.S.C. 7401-7671q.) and the

Federal Water Pollution Control Act (33 U.S.C. 1251-

1387), as amended Contracts a0d subgrants of

am0unts in excess of $ 150,000 mustcontain a provision

that requires the non-federal award to agree to comply

with all applicable standards, orders or regulations

issued pursuant to the Clean Ak Act (42 U.S.C. 7401-

7671q) and the Federal Water Pollution Control Act as

amended (33 U.S.C. 1251-1387). violations must be

reported tothe federalagency a0d the RegionalOffice of

the Environmental Protection Agency (EPA).

Legal Authority: 2 CFR Part 200 Appendix ll.
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ContractWork
Hours ard Safety

Standards Act

Respondent represents and warrants that it will comply with

the requirements of the Contract Work Hours and Safety

Standards Act (40 U.S.C. 3701-3708).

0r

APPLICABILITY: Clause applies to procurement co0tracts

exceeding $100,000 that are tinanced from federal funds

and involve the employmentof mechanics or laborers.

2 CFR Part 200 Appendix ll (Contract Provisions for Non-

Federal Entity Cont.acts Under Federal Awards)-

ln addition to other provisions required by the federal

agency or the non-federal entity, all conkacts made by the

non-rederal entity under the federal award must contain

provisions covering the following, as applicable:

(E) Conkact Work Hours and Safety Standards Act (40

U.S.C. 3701-3708). Where applicable, all contracts

awarded bythe non-federal entity in excess of $100,000
that involve the employment of mechanics or laborers

must iflclude a provision for compliance with 40 U.S.C.

3702 and 3704, as supplemented by Department of
Labor regulations (29 CFR Part 5). Under40 U.S,C.3702

olthe Act, each contractor must be required to compute

the wages of every mechanic and laborer on the basis

of a standard work week of 40 hours. Work in excess of
the standard work week is permissible provided that the

worker is compensated ata rate ofnot less than one and

a half times the basic rate of pay for all hours worked in

excess of 40 hours in theworkweek.The requirements of

40 U.S.C. 3704 are applicable to construction work and

provide that no laborer or mechanic must be requked

to work in surroundings or under working conditions

that are unsanitary, hazardous or dangerous. These

requirements do not apply to the purchases of supplies

or materials or articles ordinarily available on the open

market, or contracts for transportalion or transmission

of intelligence.

Legal Authority: 2 CFR Part 200 Appendir l'

Cybersecurlty

Training Program

(Local

Government

System)

Respondent represents and warrants its compliance with

Section 2054-519I of the Texas Government Code relating

to the cybe.security trainiflg program for local government

employeeswho have access to a localgovemment computer

system ordatabase.

APPIICABILITY: Clause applies to grant agreements and

procurement contracts that are financed from state orfederal

funds.

Legal Authority:TEX. GoVT C0DE g 2054.5191

Cybersecurity

Iraining Program

(State

Contraclor)

lf Respondent has access to any state computer system or
database, Respondent shall complete cybersecurity training

and verify cornpletion of the training program to the Agency

pursuant to and in accordance with Section 2054.5192 of
the Govemment Code.

APPLICABILITY: Clause applies to grant agreements and

procurementcontractsthatare financed from state orfede.al

funds.

LeEal Authority: TEX. GOVT C0DE S 2054.5192

VOL
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APPLICABILITY: Clause applies to certain construction

contracts financed from federal funds.

2 CFR Part 200 Appendix ll (Contract Provisions for Non-

Federal Entity Contracts Under Federal Awards)--

ln addition to other provisions required by the federal

agency or the non-federal entity, all contracts made by the

non-federal entity under the federal a\rard must contain

provisions covering the following, as applicable:

(D) Davis-Bacon Act, as amended (40 U.S.C.314f-
3148). When required by federal program legislation,

all prime construction contracts in excess of $2,000
awarded by nonJederal entities must include a provision

for compliance with the Davis-Bacon Act (40 U.S.C,

3141'3144, and 3146 3148) as supplemented by

Department of Laborregulations (29 CFR Part 5, "Labor

Standards Provisions Applicable to Contracts Covering

Federally Financed and Assisted Construction').
ln accordance with the statute, contractors must be

requked to pay wages to laborers and mechanics at

a rate not less than the prevailing wages specified

in a wage determination made by the Secretary of
Labor ln addition, conkactors must be required to
pay wages not less than once a week. The non-federal

entity must place a copy of the cu(ent prevailing wage

determination issued by the Department of Labor in

each solicitation. The decision to award a contract or

subcontract must be conditioned upon the acceptance

ol the wage determination. lte nonJederal entity must

reporl a ll suspected or reported violations to the federal

agency. The contracts must also include a provision

for compliance with the Copeland "Anti-Kickback'Act
(40 U.S.C. 3145), as supplemented by Department

ol Labor regulations (29 CFR Part 3, 'Contractors

and Subcontractors on Public Building or Public Work

Financed in Whole or in Part by Loans orGrants from the

United States'). The Act provides that each contractor

or subrecipient must be prohibited from inducing, by

any means, any person employed in the construction,

completion, or repak of public work, to give up any part

of the compensation to which he or she is otherwise

entitled.The non Jede ra I entity must report allsuspected

or reported violations to the federal agency,

LegalAuthority: 2 CFR Part200 Appendix ll

Davls-Bacon Act
and the Copeland

Act

Respondent represents and wa rrants that it will comply with

the requirements of the Davis'Bacon Act (40 U.S.C. 3141-

3144, and 3146-3148) as supplemented by Department

of Labor regulations (29 CFR Part 5, 'Labor Standards

Provisions Applicable to Contracts Covering Federally

Financed and Assisted Construction") and the Copeland Act

(40 U.s.C. 5276c and 18 U.S.C. 5874).

Other tert specified by the tedetal

agency.

0r
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Debarment and

Suspenslon
Respondent certifies that it and its principals are not

suspended ordeba.red from doing business with the state or

federal government as listed on the State of lexas Debared
yendor trst maintained by the Texas Comptroller of Public

Accounts and the System fot Award Managenent (SAM)

maintained by the General Services Administration.

Other text specified by the federalagency, provided the

cettification also addresses the State oF fexas Debaned

vendorList naintained by the Texas Conpttollerof Public

Accounts.

0r

APPLICABILITY: CIause applies to grant agreements and

procurement contracts that are financed from state orfederal

funds.

2 CFR Part 200 Appendix ll (Contract Provisions for Non-

Federal Entity Contracts Under Federal Awards)--

ln addition to other provisions required by the federal

agency or the nonjederal entity, all contracts made by the

nonjederal entity under the federal award must contain

provisions cove ngthe following, as applicable:

(H) Debarment and Suspeosion (Executive orde.s

12549 and 12689) - A contract award (see 2 CFR

180.220) must not be made to parties listed on the

governmentwide exclusioos in the System for Award

Management (SAM), in accordance with the oMB

guidelines at2 CFR 180 that implemeot Executive orders

12549 (3 CFR part 1986 Comp., p. 189) and 12689

(3 CFR part 1989 Comp., p. 235), 'Debarment and

Suspension.' SAM Exclusions contains the names of
parties debarred, suspended, or otherwise excluded by

agencies, as well as parties declared ineligible under

statutory or regulatory authority other than Executive

order 12549.

Legal Authority: 2 CFR Part 200 Appendix ll; Executive

0rders 12549 and 12689;TEX. GoVT C0DE S 783.005.

Debts and

Delinquencles
Respondentagreesthatany payments due underthe contract

oI grant shall be applied towards any debtor delinquency that

is owed to the State ofTexas.

Respondentagreesthatany payments due underthe contract

orgrant shall be directly applied iowards eliminatingany debt

or delinquency it has to the State of Texas including, but
not limited to, delinquent taxes, delinquent student loan

payments, and delinquentchild support.

Respondent acknowledges and ag.ees that, to the extent

Respondent owes any debt including, but not limited to,

delinquent taxes, delinquent student loans, and child

support owed to the State of Texas, any payments or other

amounts Respondentis otherwise owed underthe contract or
grant may be applied toward any debt Respondent owes the

State of Texas until the debt is paid in full. These provisions

are effective at any time Respondent owes any such debt or

delinquency.

0r

0r

APPLICABILITY: Clause applies to grant agreements and

procurement contracts financed from state funds.

Legal Authority: TEX. GoVT C0DE SS 403.055,2252.903.
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Disaster
Recovery Plan

ln accordance with 13 Texas Administrative Code 5 6.94(a)

(9), Respondent shall provide to Agency the descriptions of

its business continujty and d isa ste r recovery plans.

Upon request of Agency, Respondent shall provide the

descriptions of its business continuity and disaster recovery

plans.

t,pon request of Agency, Respondent shall provide copies

of its most rece0t business continuity and disaster recovery

plans.

0r

0r

APPLICABILITYi Clause required for any grant agreement or
procurement contract with an entity that has custody ofvital
state records.

13 TAC S 6.94(aX9) states that each state agency must

require all third-party custodians of records to provide the

state agency with descriptions of their business continuity

and/or disaster recovery plans as regards to the protection

ofthe state agency's vitalstate records.

The term 'vital state record" is defined in Section

441.180(13) of the Te$s Government Code to mean any

state record necessaryto

(A) the resumption or continuation of state agency

operations in an emergency or disaster;

(B)the re-creation of the legaland financialstatus ofthe

agency; or

(C) the protection and fulfillment of obligations to the

people ofthe state.

Supplemental text to the required clause may provide

additional details regarding the required business continuity

and disaster recovery plans (e.9., title and date 0f plan).

l-egal Authority: TEX. GOVT CODE S 441.190; 13 IAC S

6.s4(aX9),

Disclosure of
Violations of

FederalCrlminal
Iaia,

Respondent represents and warrants its compliance with

2 CFR S 200.113, which requkes the disclosure in writing

of violations of federal criminal law involving fraud, bribery,

and gratuity and the reporting of certain civil, criminal, or

administrative proceedings t0 SAM.

Other text specified by the federal

agency.

0r

APPI-ICABILITY: Clause applies to grant agreements

financed from federal funds.

2 CFR S 200.113 provides as follows:

The nonJederal entity or applicant for a federal award

must disclose, in a timely manner, in writing to the

federal agency or pass-through entity all violations of

federal criminal law involving fraud, bribery, or gratuity

violations potentially aflecting the federal award. Non-

federal entities that have received a federal award

including the term and condition outlined in Appendix

Xll-Award Term and Condition for Recipient lntegrity

and Perfo.mance l\4atters are required to report certain

civil, criminal, or adminiskative proceedings to SAM.

Failure to make required disclosures can result in any

of the remedies descrabed in 5 200.339 Remedies for

noncomplia0ce, including suspension or debarment.
(See also 2 CFR Part 180,31 [J.S.C.3321, and 41

u.s.c. 2313.)

LegalAuthority:2 CFR E 200.113
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Disclosure of
PrlorState

Employment

ln accordancewithSection 22S4.033oftheTexasGovernment

Code, relating to consulting services, Respondent certifies

that itdoes notemploy an individualwho has been employed

by Agency or another agency at any time during the two
years preceding the submission of the R?-,rcn.! or, in the

alternative, Respondent has disclosed in its le5!r-ll,r,i the
following: (i) the nature of the previous employment wjth

Agency o. the other agency; (ii)the date the employmeotwas

terminated; and (iii) the annual rate of compensation for the

employmentatthe time of its termination.

APPLICABILITY: Clause applies to procurement contracts

for consulting services under Chaplet 2254 of the Texas

Government Code.

The term "consultant' is defined to be a person that provides

orproposes to provide a consulting service. The term includes

a political subdivision but does not include the fede.al
government, a state agency, or a state governmental entity.

TEX. G0VTC0DE S 2254.021.

Section 2254.034 ofthe Texas Government Code states the

following:

(a) A contractentered into in violation of Sectioas2254.029
through 2254.031 is void.

(b)A contract entered into with a private consultant who did

notcomply with Section 2254.033 is void.

(d)This section applies to all consulting services contracts,

including renewals, amendments, and extensions of
consulting services contracts.

LegalAuthority: TEX. GoVTCoDE S 2254.033.

Guidance
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(c) lf a contract is void underthis section,

(1) the comptroller may not draw a wanant or transmit

money to satisfy an obligation underthe contract; and

(2) a state agency may not make any payment under the

contractwith state orfederal money ormoney held in

or outside the state treasury.



Respondent represents and warrants that it will comply with

Section 2252.906 of the Texas Government Code relating to

disclosure protections for certain charitable organizations,

charitable trusts, and p vate foundatioos.

APPLICABILITY: Clause applies t0 grant agreements and
procu.ementcontractsthat are financed from state or federal

funds.

Section 2252.906(a) of the Texas Government Code states

the following:

ln this section,

(1) 'Charitable organization' means a0 organization that
is exempt from federal income tax under Section

501(a), lntemal Revenue Code of 1986, by being

listed as an exempt organization in Section 501(c)

of that code. The term does not include a property

owners' or ho meown e rs' association.

(2) 'Grant-making organization' means an orEanization

that makes grants to charitable organizations but is

not a p.ivate foundation, private foundation trust, or

split inte.est trust.

(3) 'Private foundation' has the meaning assigned by

Section 509(a), lnternalRevenue Code of 1986.

(4) 'Split interest trust" means an irrevocable trust in

which the income is firstdispersed to the beneficiaries

of thetrustfora specified period aodthe remainderof

the trust is donated to a designated charity.

LegalAuthority: TEx. GoVTC0DE S 2252.906.

Disclosure

Proteclions

for Certaln
Charitable

0rganlzations,
Chadtable
Trusts, aod

Pdvate

Foundatlons

APPtlcABltlTY: Clause applies to grant agreements and

procurement contracts financed from block grants.

LegalAuthority: TEX. GoVTC0DE S 2105.004.

Disc.imination
Prohibited

Dispute

Resolution

The dispute resolution process provided in Chapter 2009

of the Texas Governmeot Code is available to the parties to
resolve any dispute arising underthe agreement.

APPLlcABlUWr Clause applies to grant agreements and

procurementcontractsthatare financed from stateorlederal
funds.

l-egal Authority: TEX. GoVT C0DE SS 791.015, 2009.002

Assurance Standard Text Guidance
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ln accordance with Section 2105.004 of the Texas

Government Code, Respondent represents and warrants that
itwill not use blockgrant funds in a mannerthat discriminates

on the basis ol race, color, natjonal origin, ser, or religion.



STATEWIDE PROCUREMENT DIVISION

Equal

Employment

0pportunity

The Respondent hereby agrees that it will incoQorate or

cause to be incorporated into any contract for constructioo

wor*, or modification thereof, as defined in the regulations

of the Secretary of Labor at 41 CFR Chapter 60, which is

paid for in whole or in part with funds obtained from the

lederal Government or borrowed on the credit of the federal

Government pursuant to a grant, contract, loan, insurance,

or guarantee, or undertaken pursuant to any federal program

involvingsuch grant, contract, loan, insurarce, or guarantee,

the following equal opponunity clause:

During the performance of this contract, the Respondent

agrees as follows:

(1) The Respondent will not discriminate against any

employee or applicaflt for employment because of race,

color, religion, sex, sexual orientation, ge0der identity,

or natjonal origin. The Respondent will take affirmative

action to ensure that applicants are employed, and

that employees are treated during employment

without regard to their race, colo( religion, sex, sexual

orientation, gender identity, or national origin. Such

action shall include, but not be limited to the following:

Employment, uperading, demotion, or transfer;
recruitment or recruitment advertising; layoff or

termin ation; rates of pay or oth e r forms of co mpensation;
and selection for kaining, including apprenticeship.
The Respondent agrees to post in conspicuous places,

available to employees and applicants for employment,
noticesto be provided settingforth the provisions ofthis
nondiscrimination clause.

(2 ) The Respond ent will, in a ll solicitatio ns or advertise m ents

foremployees placed by or on behalfofthe Respondent,

state that all qualified applicants will receive

consideration for employment without regard to race,

colo( religion, sex, sexualo entation, genderidentity, or
nationalorigin.

APPIICABILITY: Clause applies to certain construction

contracts financed from federal fuflds.

2 cFR Part 200 Appendix ll (Contract Provisions for Non-

Federal EntityContractsUnderFederal Awards)-

ln addition to other provisions required by the federal

agency or the non-federal entity, all contracts made by the

nonjederal entity under the lederal award must contain

provisions covering the following, as applicable:

(C) Equal Employment 0pportunity. Except as otherwise

provided under 41 CFR Part 60, all contracts that

rneet the definition ol "federally assisted construction

contract' in 41 CFR Part 60- 1.3 must include the equal

opportunity clause provided under 41 CFR 60-1.4(b),

in accordance with Executive order 11246, "Equal

Employment opportunity' (30 FR 12319, 12935, 3
CFR Part, 1964-1965 Comp., p. 339), as amended

by Executive order 11375,'Amending Executive order

11246 Relating to Equal Employment opportunity,'
and implementing regulations at 41 CFR Part 60,
'Of tice of Federal Contract Compliance Programs, Equal

Employment opportunity, Departrnent ol Labor."

Legal Authority: 2 CFR Part 200 Appendix il
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STATEWIDE PROCUREMENT D IVISIO N

Equal

Employment

0pporturlty

(continued)

(3) Ihe Respondent will not discharge or a0y other maflner

discriminate against any employee or applicant for

employmeot because such employee or applicant
has inquired about, discr.rssed, or disclosed the

compensation of the employee or applicant or another

employee or applicant. This provision shall not apply

to instances in which an employee who has access to

the compensation information of other employees or

applicants as a part of such employee's essential job

functions discloses the compensation of such other

employees or applicants to individuals who do not

otherwise have access to such information, unless such

disclosure is in response to a formal complaint such

employee or applicant has inquired about, discussed, or

disclosed the compensation ofthe employee orapplicant

or another employee 0rapplicant. This provision shallnot

applyto instances in which an employee who has access

to the compensation informatlon of other employees or

applicants as a part of such employee's essential job

functions discloses the compensation of such other

employees or applicants to individuals who do not

otherwise have access to such information, unless such

disclosure is in response to a formal complaiotor charge,

in furtherance of an investigation, proceedilg, hearing,

or action, including an investigation conducted by the

employer, or is consistent with the Respondent's legal

duty to furnish information.

(4) The Respondent will send to each labor union

or representative of workers with which he has a

collective bargaining agreement or other contract 0r

understanding, a notice to be provided advising the

said labor union or workers' representatives of the

Respondent's commitments under this section, and

shall post copies of the notice in conspicuous places

available to employees and applicants for employment.

(5) The Respondenl will comply with all provisions of

Executive order 11246 of September 24, 1965, and

of the rules, regulations, and relevant olders of the

Secretary of Labor.

(6) Ihe Respondent will furnish all infomation and reports

required by Executive order 11246 of September 24,

1965, and by rules, regulations, and orders of the

Secretary of Labor, or pursuant thereto, and will permit

access to his books, records, and accounts by the

administering agency and the Secretary of Labor for

purposes of investigation to ascertain compliance with

such rules, regulations, and orders.

Texas Grant Ir{anagement Standards - Version 2.0 | 75
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STATEWIDE PROCUREMENT D IVIS IO i'i

Equal

Employment

0pportunlty

(continued)

(7) ln the event of the Respondent's noncompliance with

the nondiscrimination clauses of this contract or with

any ofthe said rules, regulations, or orders, this contract

may be canceled, terminated, orsuspeoded in whole or

in part and the Respondent may be declared ineligible

for further Government contracts or federally assisted

construction contracts in accordance with procedures

authorized in Executive Order 11246 of September 24,

1965, and such other sanctions may be imposed and

remedies invoked as provided in Executive order 11246

of Septem ber 24, 1965, or by rule, regulation, or order of
the Secretary of Labor, or as otherwise provided by law.

(8) The Respondeot will include the portion of the

sentence immediately preceding paragraph (1) and

the p.ovisions of paragraphs (1) through (8) in every

subcontract or purchase order u0less exempted

by rules, regulations, or orders of the Secretary of

Labor issued pursuant to section 204 of Executive

Udet 71246 of September 24, 1965, so that such

provisions will be bindjng upon each subcontractor

or vendo. The Respondent will take such action with

respect to any subcontract or purchase order as the

administering agency may direct as a means of enforcing

such provisions, including sanctions for noncompliance:

Provided, however, that in the event a contractor

becomes involved ifl, or is threatened lvith, litigation

with a subcontractor or vendor as a result of such

direction by the administering agency, the contractor

may request the United States to enter into such

litigation to protect the interests of the l.lnited States.

The Responde0t further agrees that it will be bound

by the above equal opportunity clause with respect

to its own employment practices when it participates

in federally assisted construction work: Provided that
il the Respondent so participating is a state or local

Sovernment, the above equal opportunity clause is not

applicable to any agency, inskumentality or subdivision

ofsuch governmentthat does not participate in work on

orunderthecoatract.

'16 Texas Grant Management Standards - Version 2.0
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STATEWIDE PROCUREMENT D IVIS IO N

Equal

Employment

0pportunity

(continued)

(9) The Respondent agrees that it will assist and

cooperate actively with the administering agency and

the Secretary of Labol in obtaining the compliance

of contractors and subcontractors with the equal

opportunity clause and the rules, regulations, and

relevant orders of the Secretary of Labor, that it will

furnish the administering agency and the Secretary

of Labor such information as they may rcquire for the

supervision ofsuch compliance, and that it will otherwise

assist the administering agency in the discharge of the

agency's primary responsibility for securjng compliance.

The Respondent further agrees that it will refrain from

entering into any contract or co0tract modification

subject to Executive order 11246 of September 24,

1965, with a contractor debarred from, or who has not

demonstrated eligibility for, Government contracts and

federally assisted construction contracts pursuant to

the Executive Order and will carry outsuch sanctions a0d

penalties forviolation ofthe equalopportunity clause as

may be imposed upon contractors and subcontractors

by the administering agency or the Secretary of Labor

pursuant to Part ll, Subpan D of the Executive order. ln

addjtion, the Respond en I agrees that if it fails or refuses

to comply with these undertakings, the administering

agency may take any or all of the following actions:

Caocel, terminate, or suspend in whole or in part this
grant (contract, loan, insurance, guarantee)i refrain from

extending any iurther assistance to the Respondent

under the program with respect to which the failure or

refund occurred until satisfactory assurance of future

compliance has been received from such applicant;

and refer the case to the Department of Justice for

appropriate legal proceediags.

0r

Othet text specified by the federal

agency.

Ercluded Parties flespondent certifies that it is not listed in the prohibited

vendors list authorized by Executive order No. 13224,
" Block i n g P rc p erty a n d P rc h i biti ng lra n s a c tio ns w i th Person s
Who Connit, Ihreaten to Comnit, or Suppott Terrorism",

published by the United States Department of the Treasury,

office of Foreign Assets Control.

APPIICABILITY: Clause applies as long as Executive 0rder
No. 13224 is in effect.

b(ecutive 0rder 13224 (Blocking Property and Prohibiting
Transactions with Persons Who Commit, Threaten to Commit,

or Support Terrorism), was issued by President George W.

Bush o0 September 23, 2001, as a response to the attacks
on September 11, 2001.

LegalAuthority: Executive 0rder No. 13224
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STATEWIDE PROCUREMENT D IVIS ION

Becutlve Head

ot a StateAgency
Affirmation

tinder Section 669.003 of the Texas Government Code,

Respondent certifies that itdoes not employ, orhas disclosed

its employr0ent of any former executive head ofthe Agency.

Respondent must provide the following information in the

Date of Separation from State Agency

Date of Employment with Respondent

ln accordance with Section 669.003 oftheTexas covernment
Code, relating to contracting with the executive head of
a state agency, Respondent certifies that it is not (1) the
executive head of the Agency, (2) a person who at any time
during the four years before the date 0fthe contract or grant

was the executive head of the Agenc, or (3) a person who

employs a current or former executive head ofthe Agency.

lJnder Section 669.003 of the Texas Government Code,

relating to contracting with an executive head of a state

agency, Respond ent re pre sents tha t no personwho served as

an executive of Agency, in the pastfour(4)years, was involved

with or has any interest in the contract orgrant. lf Respondent

employs or has used the services of a former executive

of Agency, then Respondent shall proyide the following
informatioo in the Rrspirns,J: name of the former executive,

the name of the state agency, the date oi separation from

the state agency, the position held with Respondent, and the

date of employment with RespondenL

0r

0r

Name of State Agency

Name of Former Executive:

Position with Respondent:

APPLICABIIITY: Clause applies to grant agreements and

procurement contracts that are financed from state orfederal

funds.

A state agency may not enter into a contract with the
executive head ofthe state agency, with a person who atany
time during the four yeaIS before the date ofthe contract was

the executive head ofthe state agency, orwith a person who

employs a current or lormer executive head ofa state agency

affected by this section, unless the goveming body

votes, in an open meeting, to approve the contract; and

notilies the Legislative Budget Board, not laterthan the fifth
day before the date ofthe vote, ofthe terms ofthe proposed

conuact.

Legal A(thority:TEX. GoVT C0DE 5! 669.003

?8 I Texas Grant Management Standards - Version 2'0
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STATE!1/IDE PROCUREMENT O IVIS IO N

Federal
Solld Waste

DisposalAct

Respondent reprcsents and warants that it will comply

with the requirements of Section 6002 of the Solid Waste

DisposalAct, as amended bythe Resource Conservation and

Recovery Act.

UT

Other text specilied by the fedeftl
agency.

APPLICABILITY| Clause appljes to certain procurement

contracts f inanced from federal funds.

2 CFR Part 200 Appendix ll (Contract Provisions for Non-

Federal Entity Contracts Under Federal Awards)-

2 CFR S 200.323 (Procurement of Recovered Materials)
provides the following:

A non-federalentitythat is a state agency oragency of a

political subdivision of a state and its contractors must

comply with section 6002 ol the solid waste Disposal

Act, as amended by the Resource Conservation and

Recovery Act. The requirements of Section 6002 include

procuring only items designated in guidelines of the

Environmental Protection Agency (EPA) at 40 CFR part

247 that contain the highest percentage of recovered

materials practicable, consistent with maintaining a

satisfactory level of competition, where the purchase

price of the item exceeds $10,000 or the value of

the quantity acquired during the preceding fiscal year

exceeded $10,000; procuring solid waste management

services in a mannerthat maximizes energy and resource

recovery; and establishing an affirmative procurement

program for procurement of recovered materials

identified in the EPA guidelines.

Respondent certifies that it has not received a finaljudicial

determination finding it adopted a rule, ordel, ordinance,

or policy under which it enforces, or allows the enforcement

of, a federal statute, order, rule, or regulation that purporls

to regulate a flrearm suppressor in violation of Texas

Government Code 52.102(a) in an action brought by the

Attomey General underTexas Government Code 52.104. lf
Respondent is currently being sued underTexas Government

Code 52.104 or is sued underthis section at any point during

the duration ofthis grant, Respondent agrees to immediately

disclose the lawsuitand its posture to the Agency.

Legal Authority:TEX. GoVTC0DE, Chapter 2, Subchapter C

Texas Grant Management Standards - Version Z-O | 79
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ln addition to other provisions required by the federal

agency or the nonjederal entity, all contracts made by the

nonjederal entity under the federal award must contain
provisions covering the following, as applicable:

(J) See 5200.323 Procurementof recovered materials.

Legal Aulhority: 2 CFR Part 200 Appendix ll.
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STATEWIDE PROCUREMENT D IVIS IO N

FormerAgency

Employees

Respondent represents and wa(ants that none of its

employees including, but not limited to, those authorized to
provideservices underthe contract, were f0rmeremployees of
the Agency during the twelve (12) month period immediately
priorto the date ofexecution ofthe contract.

ln accordance with Section 2252.901 of the Texas

Government Code, Respondent represents and warrants

that oone of its employees including, but not limited to,
those authorized to provide services under the contract,
werc former employees of the Agency during the twelve (12)

month period immediately prior to the date of execution of
the cootract.

0r

APPLIcABILITY: Clause applies to procurement contracts

that are consulting services contracts under Chaptet 2254
ofthe Texas Government Code, if appropriated money will be

used to make payments underthe contract.

The term "consultant' is defined to be a person that p.ovides

orproposes to provide a cossultingservice, The term includes

a political subdivision but does not include the federal

government, a state agency, or a state governmental entity.

TEX. GoV'rC0DE S 2254.021.

Section 2252.901(a) of the Texas Government Code states

the following:

A state agency may not enter into an employment

contract, a professional services c0ntract u0der Chapter

2254, or a consulting services aontract under Chapter

2254 with a former or retired employee of the agency

before the first anniversary ofthe last date on which the

individual was employed by the agency, if appropriated

money will be used to make paymenls under the

contract. This section does not prohibit an agency from

entering into a professional services contract with a

corporation, firm, or other business entity that employs

a former or retired employee of the agency within ole
yearofthe employee's leaving the agency, provided that

the formerorret red employeedoes notperform services

on projects for the corporation, firm, or other business

entity that the eoployee worked on while employed by

the agency.

l"egal Authority: TEX. GoVT C0DE SS 2252.901

Assurance Standard Text
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SIATEWIDE PRO CUR EM ENT DIVISION

Respondentunderstandsthatall obligations of Agency under

the contract or grant are subject to the availability of grant

funds. The contract or grant is subject to termination or

cancellation, either in whole or in part, without penalty

to Agency if such funds are not appropdated or become

unavailable.

The contract or grant shall not be construed as creating a

debt 0n behalf of Agency in violation of Article lll, Section

49a ofthe Texas Constitution. Respondent understands that

allobligations ofAgency under the contract are subject to the

availability of grant funds.

Respondentagreesthatnothinginthis grantwill be interpreted

to create an obligation or llability of the Agency in excess

0f the funds delineated in this grant. Respondent agrees

that funding lor this grant is subject to the actual receipt

by the Agency of grant funds appropriated to the Agency.

Respondent agrees that the grant funds, if any, received

from the Agency may be limited by the term ol each state

biennium and by specific appropriation authority to and the

spending authority ofthe Agencyforthe purpose ofthis grant.

Respondent agrees that notwithstanding any other provision

ofthis grant, if the Agency is not appropriated the funds or if
the Agency does not receive the appropriated funds for this
grant program, or if the funds appropriated to the Agency

for this grant program are required to be reallocated to fund

other federal or state programs or purposes, the Agency is

not liable to pay the Respondent any remaining balance on

thisgrant.

0r

0r

APPIICABILITY: Clause must be included in any grant

agreement or procurement contract with a term that crosses

the biennium.

'[he Iexas Consfltution and the General Appropriations Act
prohibit an agency from incurring obligations ifl excess

of amounts lawfully appropriated by the Texas Legislature

over the course of a biennium. Therefore, any installment
purchase, Iease, or any other type of purchase that incurs

an obligation beyond the current appropriations is strictly
prohibited, unless such obligation is expressly conditioned

upon continued legislative appropriation. For general

information regarding the one exception to the prohibition

against incurringexcess obligations, refertothe "Termination

for Non-Appropriations, Excess 0bligations Prohibited'

Section of the State oF Iexas Procurenent and Contract

Managenent Guide.

Legal Authority: TEX CONST Art lll S 49a;TEx CONST Art Vlll

5 6; General Appropriations Act, Art lx, S 6.03 (2024-2025

Biennium)

Funding

Llmitation

Gove irg Law

andVenue
This agreement shall be governed by and construed in

accordance with the laws ofthe State olTexas, wlthout regard

to the conflicts of law provisions. The yenue ofany suit arising

under this agreement is fixed in any court of competent
jurisdiction ofTravis County, Texas, unless the specific venue

is otherwise identified in a statute that directly names or

otherwise identifies its applicability to the contracting state

agency.

APPLICABILITY: Clause required for procurement contracts

that are financed from state orfederal funds.

Legal Authority: TEX. GoVT C0DE 5 783.005
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STATEWIDE PROCU R EM ENT D IVIS IO N

lodenIification
(General)

RESPONDENT SHALL DEFEND, INDEI/NIFY AND HOLD

HARMLESS THE STATE OF TEXAS AND AGENCY AND/OR

ITS OFFICERS, AGENTS, EI\,IPLOYEES, REPRESENTATIVES,

CONTRACTORS, ASSIGNEES, AND/OR DESIGNEES FROM

ANY AND ALL LIABILIry ACTIONS, CLAIMS, DEI\4ANDS, OR

SUITS, AND ALt RELATED COSTS, ATTORNEY FEES, AND

EXPENSES ARISING OUT OF, OR RESULTING FROM ANY

ACIS OR OIIIISSIONS OF RESPONDENT OR ITS AGENTS,

EMPLOYEES, SUBCONTRACTORS, ORDER FULFILLERS, OR

SUPPUERS OF SUBCONTRACTORS IN THE EXECUTION OR

PERFORMANCE OF THE CONTRACT AND ANY PURCHASE

ORDERS ISSUED UNDER THE CONTRACT, THE DEFENSE

SHALL BE COORDINAIED BY RESPONDENT WITH THE OFFICE

OF THE TEXAS ATTORNEY GENERAL WHEN TEXAS STATE

AGENCIES ARE NAMED DEFENDANTS IN ANY LAWSUIT

AND RESPONDENT I\IAY NOT AGREE TO ANY SETTLEMENT

WITHOUI FIRST OBTAINING THE CONCURRENCE FROIV THE

OFFICE OF THE TEXAS ATTORNEY GENERAL. RESPONDENT

AND AGENCY AGREE TO FURNISH TIIVELY WRITTEN NOTICE

TO EACH OTHER OFANYSUCH CLAII!1.

APPLlcABltlTY: Clause applies to grant agreemeots and

procurement contracts that are financed from state orfederal

funds.

NoTE: Depending on the transaction, the parties may also

negotiate an additional indemniiication clause to specifically

address intellectual p.operty, engineering services, or

a rchitectu ra I service s.

Vendorcreated liability undera contract may pose a financial

rlsk to the State in violation ofthe prohibition against b(cess

0bligations.

Legal couosel should be sought priorto the agency agreeing

to a mutual indemnification or indemnification o[ another

entity as such an obligation may constitute a 'debt' in

violation ol law' See Tex. Att'y Gen. Op. No. [,,1W -475 (1982).

A statute may expressly authorize the state's indemnification

of a nother entity. SeeTEX. GoVT C0DE S 808.003.

Supplemental text to the required clause may include the

following:

THIS PARAGRAPH IS NOT INTENDED TO AND SHALL

NOT 8E CONSTRUED IO REQUIRE RESPONDENI TO

INDEi\,4NIFYOR HOLD HARMLESS THE STATE OR AGENCY

FOR ANY CLAIIVS OR LIABIUTIES RESULTING FROI\,I THE

NEGLIGENT ACTS OR OMISSIONS OF AGENCY OR ITS

EIVPLOYEES.

For the avoidance of doubt, Agency shall not indemnify

Respondent or any other entity under the contract.

Legal Authority: TEX CoNST Art Vlll S 6;TEX. GoVT C0DE 5
2254.0031.

LawEnforcement

AgencyGrant
Restrictlon

lf Respondent is a law enforcement agency regulated by

Chapter 1701 of the Texas occupations Code, Respondent

represents and wa(ants that it will not use approprialed

money unless the iaw enlorcement agency is in compliance
with all rules adopted by the Texas Commission on Law

Enforcement (TCoLE), or Tcotf certifies that it is in the
process of achieving compliance with such rules.

APPLICABILITY: Clause applies to grant agreements

financed frorn appropriated f unds.

Legal Authority: General Appropriations Act, Art lX, 5 4.01
(2024-2025 Biennium).

a2
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tegalAuthority Respondent represents that it possesses legal authority to
apply for the grant. A resolution, motiofl or similar action

has been duly adopted or passed as an official act of the

Respondent's governing body, authorizing the filing of the

riisponse, including all understandings and assurances

contained therein, and directing and authorizing the person

identified as the official representative, or the designee of

Respondent to act in connection with the lriijt.,'.-ir.,r and to
provide such additional information as may be required.

APPLICABIIITY: Clause appliesto gra nt agreements that a re

f inanced lrom state orfederal runds.

LegalAuthority: TEX. GoVT C0DE 5 783.005

Limltations
on Grants to

Unlts of Local

GoYenment

Respondent acknowledges and agrees that appropriated

funds may not be expended in the form of a grant to, or

contractwith, a unit of local government unless the terms of

the graotorcontract requke thatthe funds received underthe
grant or contract will be expended subject to the limitations

and reporting requirements similar to those provided by the

following:

Parts 2 and 3 oftheTexas GeneralAppropriationsAct, Art.lX,

exceptthere is no requirement for increased salaries for local
government employees;

Sections 556.004, 556.005, and 556.006 of the Texas

GovernmentCode; and

Sections 2113.012 and 2113.101 oftheTexas Government

Code.

APPtICABILITY: Clause applies to grant agreements

financed from appropriated lunds.

The term "unit of local government' is defined in General

Appropriations Act, Art lX, S 4.04 (2024-2025 Bienniu.r')

to be

a cou n cil of govern ments, a region planning commission, ora
similar regional planning agency created under Chapter 391

of the Local Government Code;

a local workforce development board; or

a community center as defined by Health and Safety Code S

534.00(b).

Legal Authority: General Appropriations Act, Art lX, S 4.04
(2024-2025 Bienniunl.

Respon dent rep.esents a nd wa rra nts th at Agency's payme nts

to Respondent and Respondent's receipt of appropriated or

otherfunds underthe contract or grant are not prohibited by

Sectioos 403.1067 or 556.0055 of the Texas Government

Code, which rest{ict lobbying expenditures.

APPLICABIIITY: Clause applres to grant agreements and

procurement contractsthat are firanced from state orfederclfunds.

Section 403.1067 of the Texas Government Code provides

the following:

(a) An organization, program, political subdivision, public

institution of higher education, local community

organization, or other entity receiving funds orgrants from

the permanent funds in Section 403.105, 403.1055,
403.106,403.1065, 0r403.1066 may not use the funds

or grants to pay:

(1) lobbying expenses incurred bythe recipient;

(2) a person or entity that is required to register with

the Texas Ethics Commission under Chapter 305,
GovernmentCode;

(3) any partner, employee, employer, relative, contractor,

consultant, or related entity of a person or entity

described by Subdivision (2); or

(4)a person or entity who has been hired to represent

associations or other entities for the purpose of
affecting the outcome of legislation, age0cy rules,

ordinances, or other governmen( policies.
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STATEWIDE PROCUREMENT DIVIS IO Ii

Lobbying
Erpenditure
Restriction

(Continued)

Respondentrepresentsand warrantsthatAgency's payments

to Respondent and Respondent's receipt oF appropriated or

other funds underthe contract or grant are not prohibited by

Sections 403.1067 or 556.0055 0f the Texas Government

Code, which restrict lobbying expenditures.

(b) L\cept as provided by thjs subsection, the persons or

entities described by Subsection (a) are not eligible

to receive the money or participate either directly or

indirectly in the contracts, funds, or grants awarded in

Section 403.105, 403.1055, 403.106, 403.1065,
or 403.1066. A registrant under Chapter 305 is not

ineligible underthis subsection ifthe person is required

to register underthat chaptersolely because the person

comrnunicates directly with a memberof the executive

branch to influence administrative action concerning a

matter relating to the purchase of products or services

by a state agency.

(c) Grants or awards made under Section 403.105,
403.1055, 403.106, 403.1065, 0r403.1066 may not

be conditioned on the enactment of legislation, agency

rules, or local ordinances.

Section 556.0055 oI the Texas Government Code provides

the following:

(a) A political subdivision or private entity that receives

state funds may not use the funds to pay:

(1) lobbying expenses incurred by the recipientof the

funds:

(2) a person or entity that is required to register with

the Texas Ethics Commissioo under Chapter 305;

(3)any partner, employee, employer, relative,

contractor, consultant, or related entity of a

person orentity described by Subdivision (2);or

(4)a person orentitythathas been hired to represent

associations or other entities tor the purpose of
alfectingthe outcome of legislation, agency rules,

ordinances, or other govern ment policies.

(b)A political subdivision or private entity that violates

Subsection (a)is not eligible to receive additjonalstate
funds.

LegalA!thority:TEX. GoV'I C0DE SS 403.1067, 556.0055

No Conflicts
of lnterest
(federal)

Respondent represenls and warranls its compliance with the
federal agency's conflict of interest policies in accordance 2

cFR S 200.112.

0r

Othet text specilied by the federal

agency.

APPtICABILITY: Clause applies to grant agreements
financed from fede.al funds.

2 CFR ! 200.112 provides the tollowing:

I h e te deral aEe ncy m ust esta blish co nflict of tn terest polic;es for

fedelal awards. The non-federal entity mLlst disclose in writing

any potential conflict of interest to the fedelal agency or pass-

through entity in accordance with applicabte federal agency

p0licy.

Legal Authority: 2 CFR S 200.112.

Texas Grant Management Standards - Version 2.0
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I'lo Conflicts
oI lnterest

(state)

Respondent represents and warrants that performance

under the contract or grant will not constitute an actual

or potential conflict of interest or reasonably create an

appearance of jmpropriety. Further, Respondent represents

and warrants that in the administration of the grant, it will

complywith all conflictof interest prohibitionsand disclosure

requirements requked by applicable law, rules, and policies,

includjng Chapter 176 oftheTexas LocalGovernment Code.

lfcircumstances change duringthe course ofthe contract or
grant, Respondent shall promptly notify Agency.

APPLICABII,ITY: Clause applies to grant agreements and

procurement contracts thatare financed from state orfederal

funds.

Legaf Authority: TEX. GoVTCoDE qg 2252.908,2254.032;
TEX LoCAL GoVT CoDE Chapter 176; Tex. Att'y Gen. 0p.
No. JC-0484 (2002) (concluding that gra0ts awarded by

state agencies are subject to the strict common-law rule

prohibiting conflict ofinterest) see alsoTex. Att'y Gen. 0p. No.

KP-o259 (2019) (determining that Section 2261.252(e) ot

theTexas Government Code does notabrogate the common-

law conflict of inte.est doctrine for state agency purchase

orders of $25,000 or less).

The Pa(ies expressly agree that no provision of the grant or

contract is in any way intended to constitute a waiver by the

Agency or the State of Texas of any immunities from suit or
from liability that the Agency or the State ofTexas may have

by operation of law.

APP|ICABILITY: Clause applies to grant agreements and

procurement contracts that are financed from state orfederal

funds.

LegalAuthority: U,S. CoNSI amend. Xl

0pen Meeti[gs APPtlcABlLlTYr Clause applies to grant agreements and
procu.ementcontractsthat are f inanced from state orfederal

funds.

Lega I Authority: TEX. GOVTCODE S 551.002

lf the Respondent is a governmental entity, Respondent

represents and warraots its compliance with Chapter 551

of the Texas Government Code, which requkes all regular,

special or called meetingof a governmental body to be open

to the public, except as otherwise provided by law.

Respond ent represents and warrantsthat it does 0otpe.form
political polling and acknowledges that appropriated funds

may not be granted to, or expended by, any entity that
performs political polling.

APPLICABILITY: the prohibition regarding political polling

does not apply to a pollconducted byan academic institution

as a part of the institution's academic mission that is not

conducted for the benefit of a particular candidate or party.

General Appropriations Act, Art lX, E 4.03 (2024-2025
Biennium).

Legal Authorityi General Appropriations Act, Art lX, S 4.03
(2024-2025 Biennium).

Political PollinE

Prohibltion

APPLICABIIITY: Applies to any grant made to a local entity

with state funds, However, a localentitythathas notviolated

Section 364.002 may not be denied state funds, even if
it is a pan of another entity that is ineligible for funding.

For example, a police department may be an eligible local

entity, even if it is part of a city that is ineligible. See Local

covernment Code S 364.004(c) and 361.001(1).

Legal Authority: Local Govemment Code, chapter 364

Public
Camping Ban

Respondent certifies that it has not received a final judicial

determination finding it intentionally adopted or enforced

a policy that prohibited or discouraged the enforcement of

a public camping ban in an action brought by the Attorney

General under Local 6overnment Code 5364.003. lf
Respondent is currently being sued under the provisions

of Local Government Code 5364.003, or is sued under

this section at any point during the duration of this grant,

Respondent must immediately disclose the lawsuit and its

current posture to the Agency.

Standard Text
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STATEWIDE PROCUREMENT D IVIS IO N

TeIas Public
lnlormation Act

lnformation, documentation, and othermaterial in connection

with this Solicitation orany resulting co ntract or gra nt may be

subject to public disclosure pursuant to Chapter 552 of the

Texas Govemment Code (the'Public lnformation Act'). ln

accordance with Sectio n 2252.907 ol lie'lexas Government

Code, Respondent is required to make any information

created or exchanged with the State pursuant to the contract

or grant, and not otherwise excepted from disclosure under

the Texas Public lnformation Act, available in a formatthat is

accessible by the public at no additional charge to the State.

Respondent understands that Agency will comply with the

Texas Public lnformation Act (Chapter 552 of the Texas

Goverflment Code) as interpreted by judicial rulings and

opiflions of the Attorney Geoeral of the State of Texas.

lnfomation, docum€ntation, and other material in connection

with this Solicitation or any resulting contract 0r grant may

be subject to public disclosure pursuant to the Texas Public

lnformation Act. ln accordance with Section 2252.907 olthe
Texas Government Code, Respondent is requked to make any

information created or exchanged with the State pursuant to

the contract, and nototherwise excepted from disclosure under

the Texas Public lnformation Act, available in a formal that is

accessible bythe public atno additionalcharge to the State.

0r

APPIICABILITY: Clause applies to grant agreeme0ts and

procurement contracts that are financed from state orfederal

funds.

Supplemental text to the requked clause may include the

following:

speciflc formats acceptable to the Agency include word,

Excel, and PDF.

Supplementaltextto the required clause may include details

ofthe agency's protocol for labeling confidential information

and procedures for receiptand handlingof public information

requests.

Legal Authority: TEX. GoVT CoDE Chapter 552; TEX. GoVT

c0DE s 2252.907.

Reporting
Compliance

Respondent represents afld warrants that it will submit

timely, complete, and accurate reports in accordance with

the grant and maintain appropriate backup documentation

to suppodthe repons.

APPLICABILIIY: Clause a pplies to grant agreements that are

f ina0ced from state or federal funds.

LegalAuthority: 2 CFR SS 200.32 7-.329; IEX. GoVTCoDE

5 783.005.

Records

Retention
(federal)

APPLICABILIW: Clause applies to grant agreements and

procu rem e nt contracts financed from federal funds.

Legal Authority: 2 CFR S 200.334.

Records
Retention

(state-grant)

Respondent shall maintain and retain all records relating

to the performance of the grant including suppo(ing
fiscal documents adequate to ensure that claims for grant

funds are in accordance with applicable State of Teras

requirements. These records14ill be maintained and retained

by Respo0dent for a period of four (4) years after the grant

expirati0n date or until all audit, claim, and litigation matters
are resolved, whichever is later. Agency reserves the right to
direct a Respondentto retain documents for a Ionger period

of time or transfer certain records to Agency custody when

it iS determined the records possess longer term retention
value. Respondent must include the substance ofthis clause

in all subawards and subcontracts.

APPLICABILITY: Clause applies to grant agreements

financed lrom state funds,

NoTE: The records retention time period may be modified as

necessary to be consistent with the state agency's approved

records retention schedule,

Legal Authority: TEX. ClV. PRAC. & REM. CoDE 5 16.051;
TEX. GoVTC0DE S 441.185.
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Respondentrepresenls and warrants its compliance with the

records retention requirements of 2 CFR S 200.333. Agency

reserves the right to direct a Respondentto retain documents

for a longer period of time or transfer certain records to

Agency custody when it is determined the records possess

longer term retention value. Respondent must include the

substance ofthis clause in all subawards and subcontracts.



STATEUJIDE PROCUREMENT DIVISION

Records
Retention

(state-
procurement)

APPLICABILITYT Clause applies to procurement contracts

financed from state grantFunds.

Section 441.1855 ofthe Texas Government Code provides:

(a) Notwithstanding Section 441.185 or 441.187, a state

agency

(1) shall retain in its records each contract entered into

by the state agency and all contract solicitation
documents related to the contract;and

(2) may destroy the contract and documents only after

the seventh anniversary ofthe date:

(A) the contract is completed orexpires; or

(B)all issues that arise kom any litigation, claim,

negotiation, audit, open records request,

administrative review, or otheraction involvingthe

contract or documents are resolved.

(b)A contract solicitation document that is an electronic

document must be retained under Subsection (a) in the

document's electronic form. A state agency may print

and retain the document in paper form o0ly ifthe agency

provides for the preservation, examination, and use of

the electronic form of the document in accordance with

Subsection (a), including any formatting or formulas that
are part ofthe electronic formatofthe document.

(c) ln this section:

(1) 'Contract solicitation document' includes any

document, whether in paper form or electronic lorm,

that is used by a state agency to evaluate responses

to a competitive solicitation for a contract issued by

the agency.

(2)'Electronic document" means:

(A) information that is created, generated, sent,

communicated, received, or stored by electronic

means;or

(B)the output of a word processing, sp.eadsheet,

p resentatio n, o r business prod uctivity a p plication.

Legal Authority: TEX. GoVTC0DE g 441.1855

Forthetime period specified in Section 441.1855 oftheTexas

Government code, Respondent shall maintain and retain all

records relating to the performance of the contract including

supporting fiscal documents adequate to ensure that claims

for contractfunds are in accordance with applicable State ol
Texas requirements. Respondent must include the substance

of this clause in all subcontracts.
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STATEWIDE PROCUREMENT D IVIS IO N

Remedies tor
Nonperformance

If Respondent fails to comply with any requirement of the

contract, Agency may terminate or cancel all or any part of

the contract, may obtain substitute requested items, may

withhold acceptance and payments to Respondent, may

revoke any prior acceptance, may require Respoodent to

refund amounts paid prior to revocatjon of acceptance and

may pursue all rights and remedies against Respondent

under the contract and any applicable law. Remedies for

nonperformance may also include suspension ordebarment.

No provision ofthe contract shall constitute or be construed

as a waiverolanyolthe privileges, rights, defenses, remedies,

orimmunities available to Agency as an agency ofthe State of

Texas orotherwise available to Agency. The failure to enforce

or any delay in the enforcement of any privileges, rights,

delenses, remedies, or immunities detailed in the contract

or otherwise available to Agency by law will not constitute

a waiver of said privileges, rights, defenses, remedies, or

immunities orbe considered as a basisforestoppel.

Other contract text that satisres the requrrements of 2 CFR

Part 200 Appendix ll(A).

0r

APPLICABILITY; CIause applies to procurement contracts

exceeding the federal Simplified Acquisition Threshold that

are financed from federalfunds.

2 CFR Part 200 Appendix ll (Contract Provisions for Non-

Federal Entity Contracts Under Federal Awards)-

ln addition to other provisions requlred by the federal

agency or the non-federal entity, all contracts made by the

non-federal eotity under the federal award must contain

provisions covering the following, as applicable:

Contracts for more than the simplified acquisition threshold

currently set at $150,000, which is the inflation adjusted

amount determined by the Civilian Agency Acquisition

Council and the Delense Acquisition Regulations Council

(Councils) as authorized by 41 U.S.C. 1908, must address

administrative, contractual, or legal remedies in instances

where contractors violate or breach contract terms, and

provide forsuch sanctions and penalties as appropriate.

Legal Authority: 2 Cl-R Pdrt 200 Appendi)( ll.

Reporting
Suspected Fraud

and Unlawful
Conduct

Respondent represents and warrants that it will comply with

Section 321.022 of the Texas Government Code, which

requires that suspected fraud and unlawful conduct be

repo.ted tothe State Auditor's office.

APPLICABILIIY: CIause applies to grant agreements that are

f inanced fiom state or federal funds.

Section 321.013(a)of the Texas Government Code provides:

The State Auditor shall conduct audits of all departments,

including institutions of higher education, as specjfied in

the audit plan. At the direction of the committee, the State

Auditor shall conduct an audit or investigation of any entity

receiving funds from the state.

Legal Authority: TEX. GoVT C0DE S 321.022

Guidance
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Rights to
lnventions Made

Under a Contract
orAgreement

Respondent represents and warants that it will comply

with the requirements of 37 CFR Part 401 ("Rights to
Inventions Made by Nonprofit Organizations and Small

Business Firms Under Government Grants, Contracts and

CooperativeAgreements') and any implementing regulations

issued by the awarding agency, il federal award meets the

deFinition of "funding agreement" under 37 CFR S401.2(a)
and the Respondent wishes to enter into a contract with

a small business fkm or nonprofit organization regarding

the substitution of parties, assignment or performance of
experimental, developmental, or research work unde. that
'funding agreement."

0r

Othet text specitied by the fedeftl
aEency.

APPLICABILITY: Clause applies to certain grant agreements

and procurement contracts financed from federal funds.

2 CFR Part 200 Appendix ll (Contract Provisions for Non"

Federal Entity Contracts lJnder Federal Awards)-

ln addition to other provisions required by the federal

agency or the non-federal entity, all contracts made by the

nonjederal entity under the federal award must contain
provisions covering the followinC, as applicable:

{F) Rights to lnventions Made Under a Contract or
Agreement. lf the federal award meets the definition of
"funding agreement" under 37 CFR 5401.2 (a) and the

recipient or subrecipient wishes to enter into a contract

with a small business firm or nonprofit organization

regarding the substitution of parties, assignment o.
performance of experimental, developmental, orresearch
,,!ork under that "funding agreement,' the recipient

or subrecipient must comply with the requirements

of 37 CFR Part 401, 'Rights to Inventions lvlade by

Nonprofit organizations and Small Business Firms

Under Government Grants, Contracts and Cooperative

Agreements,' and any implementing regulations issued

by the awading agency.

Legal Authority: 2 CFR Part 200 Appendix ll

Standard Text Guidance

rant Management Standards _ Version 2.0Texas G

VOL PG tti
l8s

Agsurance



STATEWIDE PROCUREMENT D IVIS ION

State Auditor's
Right to Audit

The state auditor may conduct an audit or investigation

of any entity receiving funds from the state directly under

the contract or indirectly through a subcontract under the
cont.act. The acceptance of funds directly underthe contract

or indirectly through a subcontract under the contract acts

as acceptance ofthe authority ofthe state auditor, under the

direction of the legislative audit committee, to conduct an

audit or investigatjon in connection with those funds. Under

the direction ofthe legislative auditcommittee, an entitythat
is the subject ofan audit or investigation bythe state auditor
mustprovidethe state auditorwith accessto any information

the state auditor considers relevant to the investigation or

audit.

Pursuant to Section 2262.154 of the Texas Government

Code, the state auditor may conduct an audit or investigation

of any entity receiving funds from the state directly under

any contract or indirectly through a subcontract under the

co0tract. The acceptance of funds by the Respondent or
any other entity or person directly under the contract or
indirectly through a subcontract under the contract acts

as acceptance of the authority of the state auditor, under
the direction ol the legislative audit committee, to conduct
an audit or investigation in connection with those funds.

Under the direction of the legislative audit committee, the

Respondent or other entity that is the subject of an audit

oI investigation by the state auditor must provide the state

auditor with access to any information the state auditor

considers relevant to the investieation or audit. Respondent

shall ensure that this paragraph concerning the authority to
auditlundsreceived indirectly by su bcontra cto rs through the

contract and the requirement to cooperate is included in any

subcootract it awards.

0r

APPLIoABI|ITY: Clause applies to grant agreements or
procurement contracts that are financed from state orlederal

funds.

Supplem€ntal text to the required clause may include the

following:

The contractorgra0t may be amended unilaterally byAgency

to comply with any rules and procedures of the state auditor

in the implementation and enforcementof Section 2262.154
of the Texas Governmeot Code.

Legal Authority: TEX. GoVT CoDE S 2262.154

APPLICABILITY: Clause appliesto grantagreementsthatare

financed from state or federal funds.

Subaward

Monitoring
Respondent represents and warrant that it will monitor the
activities ofthe subrecipient as necessary to ensure that the

subaward is used for authorized purposes, in conpliaflce
with applicable statutes, regulations, and the terms and

conditions ofthe subaward, and that s0baward performa0ce

goals are achieved.

90 I Texas Grant Management Standards - Version 2 0
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legal Authority:2 CFR 5 200.332(d); TEx. GoVT c00E S

783.005.



APPIICABIIITY: Clause applies to procurement contracts

exceeding $10,000 that are financed from federal funds.

2 CFR Part 200 Appendix ll (Contract Provisions for Non-

Federal Entity Contracts Under Federal Awards)--

ln addition to other provisions required by the fede.al

agency or the nonjederal entity, all contracts made by the

nonJederal entity under the federal award must contain
provisions covedng the following, as applicable:

(B) All contracts in excess of $10,000 must address

termination for cause and for convenience by the non-

federal entity including the manner by which it will be

effected and the basis forsettlement.

Legal Authority: 2 CtR Part 200 Appendix ll

Termination and
Cancellation

Circumstances

Agency reserves the right to terminate the contract at any

time, in whole orin part, without costorpenalty, by providing

thirty (30) calendar days' advance written notice. Agency

reserves the right, in its sole discretion, to terminate the

contract in whole or in part for Respondenfs material breach,

provided that Respondent has been given advance written

notice specifying the nonperformance and a thirty (30)-

calendar-day period in which to cure the breach.

ln the event of contract termination, Respondent must,

unless otherwise mutually agreed upon in writing, cease all

work immediately upon the effective date of termination.

Termination or expiration of the contract shall not affect

Age0cy's right to use previously purchased licensed software

through the term ofeach such license, norany maintenance

or suppo( purchased prior to such termination. l0 the event

of contract termination, the Agency's sole and maximum

obligation shall be to pay Respondent for previously

authorized services completed in accordance with contract

requirements and performed prior to the effective date of

termination. Agency shall have no other liability, including no

liabilityforany costs associated with the termination.

Agency reserves the right to pursue reasonable costs, fees,

expenses, and other amounts or damages ava,lable to

the Agency under the contract or under applicable law,

including, but not limited to, attoroeys'fees and coun costs,

if termination or cancellation is at the Respondent's request

or ifthe Agencyterminates the contract forcause.

other contact text that satisfies the rcquirenents of 2 CFR

Part 200 Appendix (B).

0r

Assurance Standard Text
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APPENDIX 7
SELECTEI) ITEMS ()F C(tST SUPPLEMENT CHART

This chart includes a Chapter 783 Supplement for state grant programs. The Chapter 783 Supplement specifies certain financial managernent conditions prescribed by the
Comptroller under Chapter 783 of the Texas Government Code for particular state qrant program cost items. To the extent that a requirement designated ln the Chapter 783

Supplement is inconsistent with state law, including a state agency's enabling statute, state law prevails.

Section within the Comptroller's Fiscal Management Division at exoenditure.assistance@c0a.texas.oov or (512) 475-0966.
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Advertising and
Public Relations

2 CFR g 200.421 (a) The term 'advertising costs' means the costs of advertising medla and corollary administrative costs. Advertising media includes, but is
not limited to, magazines, newspapers, radio and television, direct mail, exhibits, and electronic or c0mputertransmittals.

(b) The only allowable advertising costs are those which are solely for:

(1)The recruitment ofpersonnel required bythe local governmentforthe performance of a state award. See also Recruilin{ Costs;

(2)The procurement of goods and services forthe performance of a state award;

(3)The disposal of scrap orsurplus materials acquired in the pedonnance of an award except when local governments are reimbursed
fordisposal costs at a predetermined amount; or

(4) Program outreach (for example, recruiting project participants) and other specific purposes necessary to meet the state award
requirements.

(c) The term "public relations" includes community relations, and means those activities dedicated to maintaining the local governrnent,s

image or maintaining or promoting understanding and favorable relations with the community or public at large or any segment ofthe
public.

(d) The only allowable public relations costs are:

{1) Costs specifically required by the state award;

(2) Costs ofcommunicating with the public and press about specific activities or accomplishmen'ts which resultfrom the performance

0f the state award (these costs are considered necessary as part ofthe outreach effort forthe state award); or

(3) Costs of conducting generalliaison with news media and government public relations officers, to the extentthat such activities are
limited to communication and liaison necessaryt0 keep the public informed on matters 0f public concern, such as notices of funding
opportunities orfinancial matters.

(e) Unallowable advertising and public relations costs include the following:

(1) All advertising and public relations costs otherthan as specitied in paragraphs (b) and (d) ofthis section;

Solectod Cost
Itams

Federal Grant P,ogram
Consldoratlong

Stato Grant Program Consldaratlong
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Advertlsingand
Public Relatlons

(continued)

(2)Costs of meetings, conventions, conferences, or other events related to other activities of the enlity (see also Conferences),

including:

(i) Costs ofdisplays, demonstrations, and exhibits;

(ii) Costs of meeting rooms, hospita lity suites, a n d other specia I fa cilities used in conju0ction with sh ows a nd oth er special eveflts;

and

(iii)Salaries and wages ofemployees engaged in setting up and displayingexhibits, making demonstrations, and providing briefings;

(3) Costs of promotional items and memorabilia;

(4) Costs of advertising an d public relations designed solelyto promote the local govemment.

AdYisory
Councils

An advisory council or committee is a body that provides advice to the management of such entities as corporations, organizations, or

foundations. Costs incurred by both internal and external advisory councils or committees are allowable if authorized by state law or

executive order. See also General Costs of Government.

Alcohollc
Beverages

2 CFR S 200.423 The cost of alcoholic beverages is unallowable unless authorized by state law.

2 CFR 5 200.424Alumni
ActiYities

Costs incurred by lHEs for, or in suppon of, alumni activities are unallowable

Audit Services 2 CFR S 200.425 (a)A reasonably proportionate share of the costs of audits required by, and performed i0 accordance with state law and the audit

requiremeots ofTxGlVlS are allowable. However, the following audit costs are unallowable:

(1) Any costs when required audits have not been conducted, or have been conducted but not in accordance with the requirements.

(b)The costs of a financialstatement auditof a local governmentthat does not currently have a state award may be included in the indirect

cost pool fora costallocation plan orindirect cost proposal.

(c) Pass{hrough entities may charge state awards for the cost of agreed-upon-procedures engagements to monitor subrecipients (in

accordance with TxGl\4S) exempt from having an audit conducted under the requirements of TxGMS. This cost is allowable only if the

agreed-upon-procedures engagements are:

(1) Conducted in accordance with GAGAS attestation standards, as appropriate;

(2) Paid for and ananged by the pass-through entity;

(3) Limited in scope to one or more ofthe following types of compliance requirements: activities allowed 0r unallowed; allowable costs/

cost principles; eligibility; and reporting; and

(4) comply with state law (for example., Section 2113.102 ofthe Texas Government Code).
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Bad debts {debts determined to be uncollectable), ,ncluding losses (whether actual or estimated) arising from uncollectable accounts

and other claims, are unallowable. Related collection costs, and related legal costs, arising from such debts are also unallowable. See

Collections of lmorooer Pavments.

Bad Debts 2 CFR S 200.426

Bonding Costs 2 CFR S 200.427 (a) Bonding costs arise when the state agency requires assurance aga in st financial loss to itselforothers because of an act ordefault olthe
localgovernment. They also arise when the localgovernment requires similarassurance, includingbonds as bid, performance, payment,

advance payment, infringement, and fidelity bonds for employees and officials.

(b) Costs of bonding requked underthe state award's terms and conditions are allowable.

(c) Costs of bondi0g requted by the local government in the generalconduct of its operations are allowable as an indirect cost to the extent

that such bonding is in accordance with sound business practice and the rates and premiums are reasonable underthe circumstances.

Collections
of lmproper
Paytnents

2 CFR S 200.428 The costs incurred by a local government to recover improper payments, including improper overpayments, are allowable as either direct or

indirect costs, as appropriate. The non-local government may use the amounts collected in accordance with applicable la'{. To the extent

available, the local govemmeflt must disburse funds available from program income (including repayments t0 a revolving fund), rebates,

refunds, contract settlements, audil recoveries, and interest earned on such funds before requesting additional cash payments,

Commencement
and Convoqation

Costs

2 CFR S 200.429 For lHEs, costs incurred for commencements and convocations are unallowable unless they serve a proper public purpose and are

authorized by the state agency.

Solected Cost
Itoms

Federal Grant Prcgrsm
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Compensatlon-
Personal
Serylces

2 CFR S 200.430
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(a) General. Compensation for personal services includes all remuneration, paid cunently or accrued, for services of employees rendered

duringthe period of performance underthe state award, including but not necessarily limited to wages and salaries. Compensation for
personalservices may a,so include fringe benefits addressed in Compensation-Frin(e Benefits. Costs olcompensation are allowable t0

the exteltthatthey satisfythe specific requirements ofthis section, and thatthe totalcompensation forindividualemployees:

(1) ls reasonable for the services rendered and conforms to the established written policy ofthe local governmeot consistently applied
to both state and non-state activities;

(2)Followsanappointmentmadeinaccordancewiththelocalgovernment'slaws,rules,orwrittenpoliciesandmeetstherequirements

ofstate and federalstatute, where applicable; and

(3) ls determined and supported as provided in paragraph (g) of this section, Standards for Documentation of Personnel Expenses,

when applicable.

(b) Reasonableness. Compensation for employees engaged in work on state awards will be reasonable to the extent that it is consistent with

that paid for similarwork in other activities ofthe localgovernment. ln cases where the kinds ofemployees required f0r state awards are

not found in the other activities of the local government, c0mpensation will be considered reasonable to the extent that it is comparable
to that paid for similar work in the labor market in which the local government competes lor the kind of employees involved,

(c) Professional activities outside the local government. Unless the stat€ agency expressly authorizes an arrangement, a local government

must follow ]ts written local govemment policies and procedures concerning the permissible extent of professional services that can be
provided outside the local government for non-organizational compensation. Where the local government does not have witten policies

or procedures, or they do not adequately define the perrnissible extent of consulting 0r other non-organizatlonal activities undertaken

for extra outside pay, the state government may require the loca I govern ment to allocate the effort of p rofessiona I staff wo rking on state
awards between:

(1) Local governnent activities, and

(2) Non-organizational professional activities. Appropriate arrangements governing compensation must be negotiated on a case-

by'case basis il the state agency considers the extent of non-organizational professional effort excessive or inconsistent with the
conflicts-of-interest terms and conditions ofthe state award.

(d) unallowable costs.

(1)Costs unallowable under other sections 0f these principles must not be allowable under this section because they constitute
personnel compensati0n.

(2)The allowable compensation forcertain employees is subjectto a ceiling in accordance with statute.

(e) Special considerations. Special considerations in detennining the allowability of compensation will be given to any change in a local
government's compensation policy resulting in a substantial increase in its employees'level ol compensation (panicularly when the
change was c0ncurrent with an increase in the ratio of state awards to other activities) or any change in the treatment of allowability of
specifictypes ofcompensation dueto changes in state policy.



(f) lncentive compensation. Incentive compensation to employees based on cost reduction, efficient perJormance, suggestion awards, or

safety awards is allowable to the extentthatthe overall compensation is determined to be reasonable and such costs are paid 0r accrued

accordingto an agreement entered into in good faith between the localgovernment and the employees before the services were rendered,

oraccordingto an established followed bythe localgovemment so consistently as to imply, in eflect, an agreementto make such payment.

(g) Standards for Documentation of Person n el Erpenses.

(1) Charges to state awards for sala ries and wages must be based on records that accurately reflectthe work performed.These records

must:

(i) Be supported by a system of internal controlwhich provides reasonable assurance that the charges are accurate, allowable,

and properly allocated;

(ii) Be incorporated into the olficial records ofthe local government;

(iii)Reasonably reflect the total activity forwhich the employee is c0mpensated by the local government, not exceeding 100 percent

ol compensatsd activities (for lHEs, this is the IBS);

(iv)Encompass both state and federally assisted and all other activities compensated by the local government on an integrated

basis, but may includethe use of subsidiary records as delined in the local govemment's written policy;

(v) Comply wi{h the established accounting policies and practices of the local govemment (See paragraph (h)(1)(ii) above for

treatment of incidenta! work for lHEs.);

(vi)Support the distribution ol the employee's salary or wages among specific activities or cost objectives ifthe employee w0rks

on more than one state award; a state award and non-state award; an indirect cost activity and a direct cost activity; two or

m0re indirect activities allocated usingdlfferent allocation bases;oran unallowable activity and a direct or indirectcostactivity

(vil)Budget estimates (meaning, estimates determined before the services are performed) alone do not qualify as support for

chargesto state awards, but may be used for interim accounting purposes, provided thati

(A)The system for establishingthe estimates produces reasonable approximations ofthe activjty perFormed;

{B) Sign ifica nt cha nges in the related work activity (as defined bythe local govemment's written policies) are prcmptly identified

and entered into the records. Short-term (such as one or two months) fluctuations between workload categories do not need

be considered as long as the distribution of salaries and wages is reasonable over the longerterm; and

(C)The local government's system of internal controls includes processes to perform periodic alter-the-fact reviews of interim

charges made to state and federal awards based on budget estimates. All necessary adjustment must be made so thatthe
final amount charged to the state award is accurate, allowable, and properly allocated.

{viii) Because practices vary as to the activity constituting a fullworkload (for example, the lnstitution al Base Salary (lBS)for lHEs),

records may reflect catego ries ol activities expressed as a percentage distribution oftotal activities,
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(ix)lt is recognized thatteaching, research, service, and administration are often inextricably intermingled in an academic setting.

Therelore, a precise assessmeot of factors contributingto costs is not required when lHEs record salaries and wages charged

to state awards.

(2) For records that meet the standards required in paragraph (gX1) of this section, the local governmeflt is not required to provide

additjonal suppon or documentation for the work performed otherthan that re{erenced in paragraph (gX3) ofthis section.

(3) ln accordance with Department of Labor regulations implementing the Fair Labor Standards Act (FLSA) (29 CFR Part 516), charges

for the salaries and wages of nonexempt employees, in addition to the supporting documentation described in this section, mlst
also be supponed by records indicatingthe total number of hours worked each day.

(4)Salaries and wages of employees used in meeting cost sharing requirements on state awards must be supported in the same

man0eras salaries and wages claimed for reimbursement from state awards,

(5) States, local goveroments, and lndian Tribes, may use substitute processes or systems tor allocating salaries and wages to state

awards either in place of or in addition to the records described in paragraph (1) if approved by the state agency. Such systems

may include, but are not limited to, randorn moment sarnpling, "rolling'time studies, case counts, or other q ua ntifiable measures

olwork performed.

(i) Substitute systems that use sampling methods must meet acceptable statistica I sa m pling sta nda rds including:

(A) The sampling universe must include all of the employees whose salaries and wages are to be allocated based on sample

results except as provided in paragraph (gXsXiii) ofthis section;

(B)The sample must coverthe entire perjod involved; and

(C) The results must be statistically valid and applied to the period being sampled.

(ii) Allocating charges forthe sampled employees'supervisors and clericaland supportstaff, based on the results ofthe sampled

employees, will be acceptable.

(iii)Less than fullcompliance with the statistical sampling standards noted in paragraph (5Xg) may be accepted bythe state agency

ifitconcludes that the amounts allocated to state awards will be minimal, or if itconcludes thatthe system proposed bythe local
governmentwill result in lo!4er costs to state awards than a system which complies with the standards.

(6) State agencies are encouraged to approve alternatlve proposals based on outcomes and milestones for program performance when

these are clearly documented. These plans are acceptable as an alternative to the requirements of paragraph (g)(1) ofthis section

when approved bythe state agency.

(7) Forstate awards ofsimilar purpose activity or instances o, approved blended funding, a local governmeflt may submit performance
plans that incolporate funds from multiple state awards and account for their combined use based on performance-oriented

metrics, provided the plans are approved in advance by all involved state agencies. ln these instances, the local government must
submit a request forwaiver of the requirements based on documentation that describes the rnethod of charging costs, relates the
charging of costs to the specific activity that is applicable to all fund sources, and is based on quantifiable measures ofthe activity
in relation to time charged.
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(8) For a local government whose records d0 not meet the standards described in this section, the state government may require

personnel activity repons, including prescribed certifications, or equivalent documentation supporting the records as required in

this section. A sample personnel activity repon is provided in Appendix 8.

(h) Nonprofit organizations. This paragraph {h) provides guidance specific to only nonprofit organizations. For compensation to members

of nonprofit organizations, trustees, directors, associates, officers, or the immediate families thereof, a determination must be made

that the compensation is reasonable forthe actual personal services rendered rather than a distribution of earnings above actual costs.

Compensation may include director's and executive committee member's fees, incentive awards, off-site or incentive pay, location

allowances, hardship pay, and cost-of-living dilfe rentials.

(i) lnstitutions of Higher Education (lHEs). This paragraph provides guidance specific to only lHEs,

(1) Determining allowable personnel costs. Certaln conditions require special consideration and possible limitations in delerrnining

allowable personnelcompensatio0 costs understate awads. Amongsuch conditions are the follo,,!ing:

(i) Allowable activities. Charges to state awards may include reasonable amounts for activities contributing and directly related

to work under an agreement, such as delivering special lectures about specific aspects ofthe ongoing activity, writing reports

and articles, developing and maintaining protocols (human, animals, etc.), managing substances/chemicals, managing and

securin g project- specific data, coordinating research subjects, participatingin approp ateseminars, consultingwith colleagues

and graduate students, and attending meetings and conferences.

(ii) ln c identa I a ctivities. lncid enta I a ctivities for which supplementalcompensation is allowable underthe written institutional policy

(at a rate not to exceed institutional base salary) do not need to be included in the records described in paragraph (g), To charge

payments of in cide nta I activities directly, such activities must either be expressly authorized in the state award budget or receive

prior written approval by the state agency.

(2) Salary basis. Charges for work performed on state awards by faculty members during the academic year are allowable at the
institutiona I base salary(lBS)rate. E'(ceptas noted in paragraph (iXlXii), in n0 event, will charges to state awards, irrespective ofthe
basis of computation, exceed the proportionate share ofthe IBS forthat period. This principle applies to all members ofthe faculty at
an institution. IBS isthe annual compensation paid by an IHE foran individual's appointment, whetherthat individual's time is spent

on research, instruction, administration, orother activities.lBS excludes any income an individual earns outside of duties performed

forthe lHE. unless there is prior approval by the state agency, charges of a faculty member's salary to a state award may not exceed

the proportionate share ol the IBS for the period during which the faculty member worked on the state award,

(3)lntra-lnstitution of Higher Education (lHE) consulting. lntra-lHE consulting by faculty is assumed to be undertaken as an IHE

obligation requiring no compensation in additi0n t0 lBS. However, in unusual cases where consultation is across departmental

lines or involves a separate or remote operation, and the work performed by the faculty members is in addition to their regular

responsibilities, any charges for such work representing additional compensation above IBS are allowable provided that such

consulting arrangements are expressly authorized in the state award or approved in writing by the state agency.
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(4) Extra service pay. Extra service pay typically represents overload compensation, subject to institutional compensation policies for
services above and beyond lBS. Where extra service pay results from lntra-lHE consulting, it is subjectto the same requirements of
paragraph (b) ofthis section. lt is allov/able if all of the following conditions are met:

(i) The IHE establishes consistent written policies which apply uniformly to all faculty members, not just those working on state
awards.

(ii) The IHE establishes a consiste0t wriften delinition of work covered by lBS, which is specific eoough to determine conclusively

when work beyond that level has occurred. This definition may be described in appointment letters orotherdocumentation.

(iii)The supplementation amount paid is cornmeosurate with the IBS pay rate and additional work performed. See paragraph (iX2)

ofthissection.

(iv)The salaries, as supplemented, fall within the salary structure and pay ranges established by and documented in writing or

otherwise applicable to the lHE.

(v) The total salaries charged t0 state and federal awards, including extra service payments, are subject to the standards ol
documentation as described in paragraph (g).

(5) Periods outside the academic year.

(i) Except as specified forteaching activity in paragraph (iX5Xii)ofthis section, charges for work performed by faculty members on

state awards duriog periods not included in the base salary period must be at a rate not more than the lBS.

(ii) Charges f0rteaching activities performed by faculty members on state awards during periods not included in IBS period must
be based on the written policy of the IHE governing cornpensation to faculty members for teaching assignments during such
periods.

(6) Part-time faculty. Charges for work performed on state awards by faculty members having only part-time appoiotments must be

determined at a rate not more than that regularly paid for part-time assignments,

(7) Sabbatical leave costs, Rules forsabbaticalleave are as follows:

(i) Costs of leaves of absence by employees for pedormance of graduate work or sabbaticalstudy, travel, or research are allowable,
provided the IHE has a uniform written policy on sabbatical leave for persons engaged in instruction and persons engaged in

research. These costs must be allocated equitably among all related activities ofthe lHE.

(ii) Where sabbatical leave is included in fringe benefits for which a cost is determined for assessment as a direct charge, the
aggregate amount of such assessments applicable to all work of the institution during the base period must be reasonable in

relation to the IHE's actual experience under its sabbatical leave policy.

(8) Salary rates for non-faculty members. NonJaculty full-time professional personnel may also earn 
(extra 

service pay' in accordance

with the IHE's written policy and consistent with paragraph (iX1XD.
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2 CFR S 200.431 (a) General. Fringe benefits are allowances and services employers provides to their employees as compensation in addition to regular

salaries and wages. Fringe benefits include, but are not limited to, the costs of leave, employee insurance, pensions, and unemployment

benefits. 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, local Sovemment-employee agreement, or an established p0licy olthe local government.

(b) Leave. The cost of fringe benefits in the form of regular compensation paid to employees during periods of authorized absences from the
job, such as for annual leave, family-related leave, sick leave, holidays, court leave, military leave, administrative leave, and other similar
benefits, are allowable if all ofthe following criteria are met:

(1) They are provided under established written leave policies;

(2)The costs are equitably allocated to all related activit,es, including state awards; and,

(3)The accounting basis (cash or a ccrua l) selected for costing each type of leave is consistently Iollowed by the local government or a

specified grouping of employees.

(i) When a local government uses the cash basis of accounting, the cost of leave is recognized in the period that the leave is

taken and paid for. Payments forunused leave when an employee letkes orterminates employment are allowable in the yearof
payment and must be allocated as a general administrative expense to all activities.

(ii) The accrual basis may be only used fol those types o, leave for which a liability as defined by GAAP exists when the leave is

eamed. When a local government uses the accrual basis of accounting, allowable leave costs are the lesser ol the amount
accrued orfunded.

(c) Fringe Benefits. Ile cost 0f fringe benefits in the form of employer contributions or expenses for social security; employee life, health,

unemployment, and worker's compensation insurance (except as indicated in l0sual[gald lndemn]ficatioi); pension plan costs; and

othersimilarbenefitsareallowable,providedsuchbenefitsarepermittedunderestablishedwrittenpolicies.Thelocalgovernmentmust
allocate fringe benefits to state awards and all other activities in a manner consistent with the pattern of benefits attributable to the
individuals or group(s) of employees whose salaries and wages are chargeable to such state awards and other activities, and charged as

direct or indirect costs followingthe local government's accounting practices.

(d) Cost objectives. The local government may assign fringe benefits to cost objectives by identifying specific benefits to specific individuat

employees or by allocati0g them based on entity-wide salaries and wages ofthe employees receiving the beneflts. When the allocation
method is used, separate allocations must be made to selective gr0upings ofemployees, unlessthe localgovernment dem on strates th at
costs in relationship to salaries and wages do not ditfer significa ntly for d ifferent grou ps of employees.

(e) lnsurance. See also Insurance and lndemni[ication, paragraphs (dX1) and (2).

(1) Provisions lora reserve under a self-insurance program for unemployment compensation or worke rs' co m pensatio n are allowable to
the exte nt th at th e provisions represent reasonable estimates ofthe liabilities forsuch compensation, and the types of coverage, the
ene nt of coverage, and rates and premiurns would have been allowable had insurance been purchased to coverthe risks. However,

provisions for seltinsured liabilities which do not become payable for more than one year after the provision is made must not
exceed the presentvalue of the liability.
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2 CFR 5 200.431 (2) lnsurance costs on the lives of trustees, officers, or other employees holding positions of similar responsibility are allowable only

t0 the o(ent that the insurance represents additional compensation. The cost of such insurance is unallowable when the local

government is named as beneficiary are unallowable.

(3) Actual claims paid to or on behalf of employees or former employees for workers' compensatjon, unemployment compensation,

severance pay(if allowable), and similar employee benefits (forexample, post-retirement h ealth benefits), are allowable in the year

of payment provided thatthe local govern me nt follows a consistent costing policy.

(f) Automobiles. That portion of automobile costs furnished by the entity that relates to personaluse by employees (includingtransportation

to and frorn work) is unallowable as a fringe benefit or indkect costs regardless ofwhetherthe cost is reported as taxable income to the

employees.

(g) Pension Plan Costs. Pension plan costs incurred in accordance with the established written policies ofthe localgovernmentare allowable,

provided that:

(1) Such policies meet the test of reasonableness.

(2)The rnethods ofcost allocation are not discriminatory.

(3) Forentities using accrualbased accountin8, the cost assigned to each fiscalyear is determined in accordancewith GAAP,

(4) The costs assigned to a given fiscal year are funded for all plan participants within six months after the end 0f that year However,

increases to normaland past seryice pension costs caused by a delay in fundingthe actuarjal liability beyond 30 calendar days after

each quarter of the yearto which such costs are assignable are unallowable. The local government may follow the "Cost Accounting

Standard for Composition and l\,leasurement of Pension Costs" (48 CFR 5 9904.412).

(5) Premiums forpension plan termination insurancethat are paid accordingtothe Employee Retirement lncome Security Act(ERISA)

ot 1974 (29 U.S.C. 1301-1461) are allowable. Late payment charges on such premiums are unallowable. Lxcise taxes on

accumulated funding deficiencies and otherpenaltjes imposed underERISA are unallowable.

(6) Pension plan costs may be computed using a pay-as'you-go method or an actuarial cost method recognized by GAAP and following

the local govemment's established written policies.

(i) For pension plans financed on a pay-as-you-go method, allowable costs will be limited to those representing actual payments

to retirees or their beneficiaries.

(ii) Pension costs calculated using afl actuarial cost method recognized by GAAP are allowable for a given fiscal year if they are

funded for that year within six months after the end ofthat year, Costs funded after six months (or a later period agreed to by

the state agency) are allowable in the year funded. The state agency may agree to an extension if an appropriate adjustment

is made to compensate for the timing of the charges to the state government and related state reimbursement and the local
government's contribution to the pension fund. Adjustments may be made by cash refund or other equitable procedules t0

compensate the state government forthe time value ofstate reimbursements in excess ofcontributions to the pension fund.

(iii)Amounts funded by the Iocal government in excess of the actuarially determined amount for a fiscal year may be used as the

local govemmenfs contribution in future periods.
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2 CFR S 200.431 {iv)When a local government establishes or converts to an acceptable actuarial cost method, as defined by GAAB and funds
pension costs in accordance with this method, the unfunded liability at the time of conversion is allowable if amortized over a

period of years in accordance with GAAP

(v) Payments for unfunded pensi0n costs must be charged in accordance with the allocation principles ofthis subpart. Specifically,

the local government may not charge unlunded pension costs directly to a state award ifthose unfunded penslon costs are n0t

allocable to that award.

(vi)TIe local govemment must provide the state government an equitable share of any previously allowed pension costs (including

subsequent earnings)that revert or inure to the lo ca I government through a refund, withdrawal,0rothercredit.

(h) (Post-Retirement Health. A post-retirement health plan (PRHP) refers to the costs of health insurance orhealth services not included in a
peosion plan covered by paragraph (g)for retkees and theirspouses, dependents, and survivors. PRHP costs may be computed using a

pay-as-you-go method or an actuarialcost method recognized by GAAP and followingthe local govemment's established written policies.

(1) For PRHP financed on a pay-as-you-go method, allowable costs will be limited to those representing actual payments to retirees or
their beneficiaries.

(2) PRHP costs calculated using an actuarialcost method recognized by GAAP are allowable for a given fiscalyear ifthey are funded for
thatyearwithin six months afterthe end ofthatyear Costs lunded afler six months (or a later period agreed to by the state agency)

are allowable in the yearfunded,The state agency may agree to an extension ifan appr0priate adjustment is made to compensate

for the timing ofthe charges to the state government and related state reimbursement and the local government's contributions to
the PRHP fund. Adjustments may be made by cash refund, reduction in the currentyear's PRHP costs, orotherequitable procedures

to compensate the state government for the time value of state reimbursements in excess of contributions to the PRHP fund.

(3) Amounts funded bythe localgovernment in excess ofthe actuarially determined amountfora fiscalyear may be used as the local
government's contribution in future periods.

(4) lla localgovernment establishes or convertsto an actuarialcost method and funds PRHP costs in accordance with this method, the
initial unfunded Iiability attributable to prioryears is allowable ifamortized over a period ofyears in accordance with GAAB or, if no

such GAAP period exists, over a period negotiated with the state agency.

(5) Payments for unfunded PRHP costs must be charged in accordance with the allocation principles ofthis subpart. Specifically, the

local governmeot may not charge unfunded PRHP costs dtectly to a state award ifthose unfunded PRHP costs are not allocable to

thataward.

(6) To be allowable in the currentyear, the PRHP costs must be paid eitherto:

(i) An insurerorother benefitprovider as cunentyear costs or premiums;or

(ii)A0iosurerortrusteethatwillmaintainatrustfundorreservelorthesolepurposeofprovidingpost-retirementbenefitstoretirees

and othel beneficiaries.

(7) TIe state govemmentmust providethe state govemmentan equitable share ofany p reviously a llowed post-retirement benefit costs
(including subsequeflt earnings)that revert or inure 10 the localgovernment through a refund, withdrawal, orothercredit.
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conferences 2 CFR S 200.432 A conference means an event whose primary purpose is to disseminate technical information beyond the local government and ls necessary

and reasonable for successful perrormance underthe state award, Allowable conference costs may include the rentalof facilities, speakers'

fees, attendance fees, costs of meals and refreshments, loca I tra nsportatio n, and other items incidentalto such conferences unless further

restricted by state la\rv 0rthe terms and conditions ofthe state award. The costs of identifying and providing Iocally available dependent-

care resources lor participants are allowable as needed unless prohibited by state law. Conference hosts/sponsors must exercise discretion

and judgment in ensuring that conference costs are appropriate, necessary, and managed to minimize costs to the state award. The state

agency may authorize exceptions for programs including lndian Tribes, children, and the elderly. See also Entertaiflmert Cosls, Particrpant

Support Costs, nelgL.leOrls, and Trustees.

Contlngency
Provisions

2 CFR S 200.433 (a) Contingency provisions are part of a budget estimate of future costs (typically of large construction projects, lT systems, 0r other items

approved bythe state agency)which are associated with possible events or conditions arising from causes for which the precise outcome

is indeterminable at the time of estimate and that are likely to result, in the aggregate, in additional costs {or the approved activity or
project. Contingency amounts for major project scope changes, unforeseen risks, or extraordinary events must not be included in the

budgetestimates for a state award.

(b) lt is permissible for contingency amounts other than those excluded in paragraph (a) of this section to be expljcitly included in budget

estimates to ttle extent necessary to improve their precision. Contingency amounts must be estimated using broadly accepted cost

estimating methodologies, specified in the budget documentation 0f the state award, and accepted by the state agency. As such,

contingency amounts are to be included in the state award. ln order for actual costs incurred to be allowable, they must comply with the

Cost Princioles and other requlrements ofTxGlllS and be verifiable from the local government's records.

(c) Payments to a local government's'contingency Ieserve' or any sirTlilar payment made lor events the occurrence of which cannot

be foretold with certainty as to the time or intensity, or with an assurance of their happening, are unallowable, except as noted in

Compensation-trin{e Benefits regarding seltinsurance, pensions, severance (if allowable), and pos!retirement health costs and

lnsurance and lndemnif ication.

{d) Contingencies are allowable with prior approval ofthe state agency.

-t
{
m

s
C,
rn

no

r?1

3
m
z.+
I
=
6zq-F

VOL PG Irl

olXI0)It,l
ol
EI

=l
HItaIot
EI
iDl
1l
U7 I

pl
ato)l
p-l

*lill
!t
tl
:l
-lolurl

SolEcted Co3t
Items

Federal Grant Progltam

Conslderatlons
Stato Grant Proglam Comldoratlons



Contributions
and Donations

2 CFR S 200.434 (a) Costs ol contributions and donations, includingcash, property, and services, from the localgovernrnent to other entities, are unallowable.

(b) The value of services and propeny donated (that is, in-kind donations) to the local governrnent may not be charged to the state award

either as a direct or indirect cost. The value of donated services and property may be used to meet cost sharing requirements. See &SL
!Xd!g section of TxGl\rs. Depreciation on donated assets is perrnitted so long as the donated property is not counted towards meeting

cost sharing requirements (See Deoreciation).

(c) Services donated orvolunteered to the localgovernmentmay be provided by professionala0d technicalpersonnel, consultants, and other

skilled and unskilled labor. The value of these services may not be charged to the state award as a direct or indirect cost. However, the

value of donated services may be used to meet cost sharing requirements in accordance with the provisions ol theeqsl]shllilg section

of TxGMS.

(d)To the extent feasible, services donated to the localgovemment will be supported bythe same methods used to supportthe allocability

of regular personnel services.

(e) Nonprofit organizations. The value of services donated to a nonprofit organization and used in the performance of a direct cost activity

must be considered in the determination of the nonprofit organization's indkect cost rate(s) and, accordingly, must be allocated a

proportionate share of applicable indirect cosls when the following circumstances exist:

(1)The aggregate value of the services is material;

(2)The services are supported by a significant amount ofthe indirect costs incurred by the nonprofit organization;

(i) ln those instances where there is no basis for determining the fair market value of the seruices rendered, the nonprofit

organization and the state agency must negotiate an appropfiate allocation of indirect costto the services.

(ii) Where donated services directly benefit a project supported by the state award, the indirect costs allocated to the services will

be considered as a part of the project's total costs. Such indirect costs may be reimbursed under the state award or used to

meet c0st sl'aring requi'emenB,

(f) Fair market value of donated seruices must be computed as described in the Cost Sharine section ofTXGMS.

(g) Personal property and use of space.

(1) Donated personal property and use of space may be furnished to a local government, The value of the personal property and space

may not be charged to the state award eitheras a direct 0r indirectcost.

(2) The value ofthe donations oF personal property and use of space may be used to meet cost sharing requirements described in the

StandardsforFinancialandProgramlvdqaEemenrsectionofTxG[4S.Thelocalgovernmentmustvaluethedonationsinaccordance

with Standards for Financjal and Program lVanagement. Where local government treats donations as indirect costs, indirect cost
rates mustseparate the value ofthe donations so that reimbursement is not made.
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Unless authorized in advance by the state agency, costs incurred in connectiofl th any criminal, civil oradministrative proceeding are not

allowable.

2 CFR 5 200.435
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Depreciation 2 CFR S 200.436
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(a) Depreciatio0 is the method for allocating the cost of fixed assets to periods benefitting from asset use. The local government may be

compensated forthe use ofjts buildings, capital improvements, equipment, and software projects capitalized in accordance with GAAB

provided that they are needed and used in the local government's activities and correctly allocated to state and lederal awards. The

c0mpensation must be made by computing the proper depreciation.

(b) The allocation for depreciation must be made in accordance with Appendices lll through lX of the Unilorm Guidance.

(c) Depreciation is computed applying the following rules. The computation 0f depreciation must be based on the acquisition cost of the

assets involved. For an asset donated to the local government by a third party, its fair market value at the time of the donation must

be considered as the acquisition cost. Such assets may be depreciated or claimed as cost sharing but not both. When computing

depreciation charges, the acquisition cost will erclude:

(1) The cost of land;

(2) Any portion ofthe cost 0f buildings and equipment borne by or donated by the state or federal govemment, irrespective of where the

title was originally vested or is presently located;

(3) Any portion ofthe cost of buildings and equipment contributed by or for the local government that is already claimed as cost sharing

or where law or agreement prohibits recoveryi and

(4) Any asset acquired solely for the performance of a non-state award.

(d) When computing depreciation charges, the following must be observed:

(1)The period of usefulservice oruseful life established in each case f0r usable capital assets musttake into c0nsideration such factors

as the type of construction, nature of the equiprnent, technological developments in the particular area, historical data, and the

renewal and replacement policies followed ior the individual items or classes of assets involved.

(2)The depreciation method used to charge the cost of an asset (or group of assets) to accounting perjods must reflectthe pattern of

consumption ofthe asset during its useful life. ln the absence of clear evidence indicating thatthe expected consumption ofthe
asset will be significantly greater in the early portions than in the later portions of its useful lile, the straight-line method must be

presumed to be the appropriate method.once used, depreciation methods may not be changed unless approved in advance by

the state agency. The depreciation rnethods used to calculate the depreciation arnounts lorindirectcost rate purposes must be the

same methods used bythe local governmentfor its financial statements.

(3) The entire building, includingthe shell and allcomponents, may be treated as a single asset and depreciated overa single useful life,

A building may also be divided into multiple components. Each component may be depreclated over its estimated useful life in this

case. The building c0mponents must be grouped into three general components: building shell (including c0nstruction and design

costs), building services systems (for example elevators, HVAC, and plumbing system), and fixed equipment (for example, sterjlizers,

casework, fume hoods, cold rooms and glassware/washers). A state agency may authorize a local government to use more than

these three groupings in exceptional cases. When a local government elects to depreciate its buildings by their components, the

same depreciation method must be used for indirect and financial staternents purposes, as described in paragraphs (dX1) and (2)

ofthis section,

(4) No depreciation may be allowed on assets that trave outlived their depreciable lives.
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Depreclation

(continued)

2 CFR S 200.436 (5) Where the depreciation meth0d is introduced to replace the use allowance method, depreciation must be computed as if th€ asset

had been depreciated over its entire life (meaning, from the date the asset was acquired and ready for use to the date of disposal

or withdrawal from service). The total amount of use allowance and depreciation for an asset (including imputed depreciation

applicable to periods beforethe conversion from the use allowance method and depreciation afterthe conversion) may notexceed

the total acquisition cost ofthe asset.

(e) Adequate property records must support depreciation charges, and physical inventories must be taken at least once every two years to
ensure thatthe assets exist and are usable, used, and needed.The local government may use statisticalsamplingtechniques when taking

these inventories, ln addition, the local government must rnaintain adequate depreciation records showing the amount ol depreciation

taken each period. tories.ln addition, adequate depreciation records showingthe amount ofdepreciation taken each perjod must also

be maintained.

(a) Costs incurred in accordance with the local government's established written policies for improving working conditions, employer-

employee relations, employee health, and employee performance are allowable.

(b)These costs must be equitably apportioned to all activities of the local government. lncome generated from these activities must be

credited to the costthereof unless such income has been irrevocably sent to employee welfare organizations.

(c) Losses resultingfrom operatingfood sewices are allowable only ifthe local governmenfs objective is to 0perate food services on a break-

even basis, Losses sustained because of operating objectives otherthan the above are allowable only when:

(1) The local govemment can demonslrate unusual circumstances; and

(2) Approved by the state agency,

Entertainment
Costs

2 CFR S 200.438 (a) Entertainment costs. Costs of entertainment, including amusement, diversion, and social activities and any associated costs (such as

gifts) are unallowable unless they have a specific and direct programmatic purpose and are included in a state award,

(b) Prizes. Cost of prizes or challenges are allowable if they have a specific and direct programmatic purpose and are included in the state

award.
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2 CFR S 200.439 (a) Capital expe0ditures for general purpose equipment, buildings, and land are allowable as dkect costs, but only with the prior written

approval ofthe slate agency.

(b) Capitalexpendituresforspecialpurposeequipmentare allowableas directcosts, providedthatiternswith a unitc0stof$10,000 ormore
have the priorwritten approval of the state agency.

(c) Capitalexpenditures for improvements to land, buildings, or equipment that materially increase theirvalue or usefullife are allowable as

a direct cost but only with the prior written approval ofthe state agency. See Deoreciation on the allowability of depreciation 0n buildings,

capital improvements, and equipment. See Rental Costs of Real Prooertv and E0ui0ment.

(d) When approved as a direct cost in accordance with paragraphs (1)through (3), capital expenditures must be charged in the period in
which the expenditure is incurred, or as otherwise determined appropriate and negotiated with the state agency.

(e) The local government may claim the unamortized portion of any equipment written off as a result of a change in capitalization levels by

continuing to claim the otherwise allowable depreciation on the equipment or by amortizing the amount to be written ofl over a period of
years negotiated with the state agency for ind irect cost.

(f) Cost ol equipment disposal.lfthe state agency instructs the localgovernmentto otherwise dispose of ortransferthe equipmentthe costs
of such disposalortransfer are allowable.

(g) Equipment and othercapital expenditures are unallowable as indirect costs. See QepfgQLaIO[.

Exchange Rates 2 CFR S 200.440 (a) lf approved in advance by the state agency, cost increases for fluctuations in exchange rates are allowable costs subject to the availability
offunding. Before providi0g approval, thestate agency must ensure that adequate funds are available to covercurrency fluctuations.

(b)The local government is required t0 make reviews of local currency gains to determine the need for additional state funding before the
expiratlon date of 'the state award. Subsequent adjustrnents for currency increases may be allowable only when the local government

provides the state agency with adequate source documentation from a commonly used source in effect atthe time the expense was made,

and to the extentthat sufflcient state funds are available.

Fines,
Penaltles,
Damages
and other

Settlements

2 CFR S 200.441 Costs resulting from local government violations of, alleged violations of, or failure to comply with, lederal, state, local, tribal, or foreign

laws and regulations are unallowable, except \4hen incurred as a result of compliance with specific provisions ofthe state award, or with the
priorwritten approval ofthe state agency. See also

lnfringements.

nd CivilProceedi Claims I] P
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Furd Ralsing
and lnvestment

Management
Costs

2 CFR S 200.442 (a) Costs 0f organized fundraising, including financial campaigns, endowment drives, solicltation of gifts and bequests, and similar expenses

incurred to ra ise capital or obtain contributions are unallowable. Fundraising costs for meetingthe state program oblectives are allowable

with priorwritten approvalfrom the state agency.

(b)Costs of investment c0unsel and staffand simllarexpenses incurred to enhance income from investments are unallowable exceptwhen

associated with investments covering pension, self-insurance, orotherfunds which include state participation aUowed bythisTxG[.4S,

(c) Costs related to the physical custody and control of monies and securities are allowable.

(d) Both allowable and unallowable fundraising and lnvestment activities must be allocated as an appropriate share of indirect costs in

accordance with the Direct Costs section of TxGl\lS.

Gains and
Losses on

Disposition of
Depreciable

Assets

2 CFR S 200.443 (a) The local government must include gains and losses on the sale, retirement, or other dispositi0n of depreciable property in the year they

occur as credits or charges to the asset cost grouping(s) of the property. The amount of the gain or loss is the difference between the
amount realized on the property and the undepreciated basis ofthe properly.

(b) Gains and losses from the disposition of depreciable property rnust not be recognized as a separate credit or charge underthe Iollowing

cond t:ons:

(1)The gain or loss is processed through a depreciation account and is reflected in the depreciation allowable underDlptegl3ligl and

E0uioment a0d other Ca0ital Expenditures.

(2)The property is given in exchange as part of the purchase price of a similar item and the gain or loss is taken into account in

determiningthe depreciation cost basls ofthe new item.

{3)A loss results from failingto maintain proper insurance, except as provided in hSl1latle-alIllllEtrlirilalio!.
(4) Compensation forthe use ofthe property was provided through use allowances instead of depreciati0n.

(5) Gains and losses arisingfrom extraordinary 0r bulk sales, retirements, or otherdispositions must be c0nsidered on a case-by-case

basis.

(c) Gains or losses of any nature arising from the sale orexchange 0f property otherthan the property covered in paragraph (a)ofthis section

rnust be excluded in computing state award costs).

(d) When assets acquired with state funds, in part orwholly, are disposed 0l the distribution ofthe proceeds must be made in accordance

with the Prooeru Standards section ofTxGMS.

Selecled Coet

It€ms

Federal Grant Program

Conslderatlons
State GBnt Program Conslderatlons

voL q' F ,o [Etl



'lo
x

o
o

q)

9)q
o
3
o
a
w

o
fi.

I

o

o

N)
b

t
2 CFR S 200.444 (a) For states, local governments, and lndian Tribes, the general costs of government are unallowable except as provided in liygLlh$i,

lJnallowable costs include:

(1) Salaries and expenses of the office 0f the Governor of a state or the chief executive 0f a local government or the chief executive of
an lndian Tribe;

(2) Salaries and other expenses of a state legislature, tribal council, or similar local governmental body, such as a c0unty supervisor,

city council, orschool board, whether incurred for purposes of legislation orexecutive direction;

(3) Costs ofthejudicial branch of a government;

(4) Costs of prosecutorial activities unless treated as a direct costto a specific program if authorized by statute or regulation. However,

this does not preclude the allowability ol other legal activities ol the Attorney General as described in Def€nse and Prosecution of

Criminaland Civil Proceedin{s. Claims, A0peals and Patent lnfrin{em ents; an d

(5) Costs ofother g€neraltypes of government services normally provided to the geoeral public, such as fire and police, unless provided

as a direct cost under a program statute or regulation.

(b) lndiantibes and CouncilsofGovernments(CoGs)asdefined bystatelaw, mayincludeupt0 50 percentofsalariesand expenses dkectly

attributable to mana8ing and operating state programs by the chief executive and their staff in the indirect cost calculation without

documentation.

ceneralCosts
of Govemment

2 CFR S 200.445 (a) Costs of goods or services for the personal use of the local government's employees are unallowable regardless of whether the cost is

reported as taxable income to the employees.

(b) Housing costs (for example, depreciation, rnaintenance, utilities, furnishings, rent), housing allowances, and personal living expenses for

local govemment employees are only allowable as direct cosls and must be approved in advance by the state agency.

Goods or
Servlces for
Personal t se

seloctod Cost
Itoms

Fed€ral Grant Program
ConBlderatlons

{
m

3
o
m
1J
F
o
5
m
3
m2a

j
:
Z

FvoL q PG \98

State Grant Progrsm Corslderallons

I



Idle Facilities
and ldle
Capacity

(a) efinitions forthe purpose ofthis section:

(1) Facilities means land and buildings or any portion thereof, equipment individually or collectively, or any othertangible capitalasset,

wherever located, and whetherowned or leased bythe local govemment.

(2) ldle facilities mean completely unused facilities that exceed the local government's current needs.

(3) ldle capacity means the unused capacity of partially used facilities. lt is the difference between:

(i) That which a tacility could achieve under 100 percent operatingtime on a one-shift basis less operating interruptions resulting

tom time lostforrepaks, setups, unsatisfactory materials, and other normaldelays;and

(ii) The extent to which the facility was actually used to meet demands duringthe accounting period. A multi-shift basis should be

used if it can be shown thatthis amount 0f usage would normally be expected forthe type offacility involved.

(4) Cost of idle facilities or idle capacity means maintenance, repair, housing, rent, and other related costs (for example, insurance,

iflterest, and depreciation). These costs could include the costs of idle public safety emergency facilities, telecommunications,

or information technology system capacity that is built to withstand major fluctuations in load (tor example, consolidated data

centers).

(b)The costs of idle facilities are unallowable exceptto the extent that:

(1)They are necessary to meet workload requirements which may fluctuate, and are allocated appropriately to all benefiting programs;

0r

(2) Atthough not necessaryto m eet flu ctuations in workload, theywere necessarywhen acquired and are now idle because ofchanges

ifl program requirements, efforts to achieve m0re economicaloperations, reorganization, termination, orothercauses which could

not have been reasonably foreseen. Underthis exception, costs of idle facilities are allowable for a reasonable period, ordinarily n0t

to exceed one year, depending on the initiative taken to use, lease, ordispose ofsuch facilities,

(c) The costs of idle capacity are normalcosts ofdoing business and are a factor in the normal fluctuatio0s of usage or indirect cost rates from

period to period. These costs are allowable, provided thatthe capacity is reasonably anticipated to be necessary to carry outthe purpose

of the state award or was originally reasonable and is not subject to reduction or elimination by use on other state or federal awards,

subletting, renting, orsale, in accordance with sound business, economic, or security practices. Widespread idle capacity throughout an

entire facility or among a group ofassets having substantia lly the same function may be considered idle tacilities.

{d)The costs of idle facilities are allowable with prior approval by the state agency.
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2 CFR S 200.447 (a) Costs of insurance requked or approved and maintained, by the terms a0d conditions of the state award, are allowable.

(b) Costs ofother insurance in connection with the generalconduct of activities are allowable subject to the following limltations:

(1)The types, extent, and cost of coverage are in accordance with the local government's established written policy and sound business
practices.

(2)Costs of insurance or contributions to any reserve covering the risk ol loss of, or damage to, state government property are

unallowable except to the extent thatthe state agency has approved the costs.

(3) Costs allowed for business interruption or othersimilarinsurance must exclude coverage o[ managementfees.

(4) lnsurance costs on th€ lives of trustees, officers, or other employees holding positions of similar responsibilities are allowable only

when the insurance represents additional compensation. See QgUICISgIq!=E!trgg-lBglCllS. This insurance is unallowable when

the locaJ government is identified as the beneficiary.

(5) lnsurance costs to correct defects in the local government's rnaterials or workmanship are unallowable.

(6) Medical liability (malpractice) insurance is an allowable cost of a state rssearch program only when the program involves human

subjects ortraining of participants in research techniques. Medical liability insurance costs rnust be treated as a direct cost and

assigned to indlvidualprojects based on howthe insurerallocatesthe risktothe populati0n covered bythe insurance.

(c) Actual losses which could have been covered by permissible insurance (through a self-insurance pr0gram or otherwise) are unallowable

unless expressly authorized in the state award. Howeve( costs incurred because of losses not covered under nominal deductlble

insurance coverage provided in keeping with sound management practice, and min0r l0sses not covered by insurance, such as spoilage,

breakage, and disappearance oi small hand tools, which occur in the ordinary course of operations, are allowable.

(d) Contributions to a reserve for a self-insurance program including workers' compensation, unemployment compensation, and severance

pay are allowable subjectto the following requirements:

(1)The type, exte0t, and cost ol coverage and the rates and premiums would have been allowed had insurance (including reinsurance)

been purchased t0 cover the risks. However, a provision f0r known or reasonably estimated self-insured liabilities, which do not

become payable for more than one year after the provision is made, must not exceed the discounted present value of the liability.

The rate used for discountingthe liability must be determined by consideri0g factors such as the local govemment's settlement rate

forthose liabilities and its investment rate of return.

(2) Earnings or investment income on reserves must be credited to those reserves.
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Insurance and
lndemnitlcatlon

(Contlnued)

2 CFR S 200.447 (3) (l) Contributions to reserves must be based on sound actuarial principles using historical experience and reasonable assumptions.

Reserve levels must be analyzed and updated at least biennially for each major risk being insured and take into account any

reinsurance, coinsurance, and other relevant tactors or information, Reserve levels related to employee-related coverages must

normally be limited to the value of claims:

(A) Submitted and adjudicated but not paid;

(B) Submitted but not adjudicated; and

(C) lncurred but not submitted.

(ii)Reservelevelsinexcessoftheamountsbasedontheabovemustbeidentifiedandjustifiedinthecostallocationplanorindirect

cost rate proposal.

(4) Accounting records, actuarial studies, and cost allocations (or billings) must recognize any significant differences due to the types

of insured risk and losses generated by the various insured activities or agencies ofthe local government. lf individual departments

oragencies ofthe loca I gove rn ment expe rie nce significantly different levels 0fclaims for a particular risk, those differences must be

recognized by using separate allocations or othertechniques resulting in an equitable allocation.

(5) Wheneverfunds are transferred from a sellinsumnce reserve to other accounts (for example, generalfund or unrestricted account),

refunds must be made to the state governmentlor its share offunds transferred, including earned or imputed interest from the date

oftransfer and debt interest, if applicable, chargeable in accordance with the claims collection regulations ofthe state agency.

(e) lnsurance refunds must be credited against insurance costs in the year the refund is received.

(l) lndemnification includes securingthe localgovemment against liabilitiesto thkd persons and other losses not compensated by insurance

or otherwise. To the extent permitted by state law, the state government is obligated to indemnifythe local government onlyto the extent

expressly provided for in the state award, except as provided in paragraph (c).
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lntellectual
Property

2 CFR E 200.448 (a) Patent and copyright costs.

(1)The following costs related to securing patents and copyrights are allowable:

(i) Costs of preparing disclosures, reports, and other documents required by the state award, and of searchinC the artto the enent

necessaryto make such disclosures;

(ii) Costs of preparingdocume0ts and any other patent costs in connection with the filingand prosecution of a United States patent

application where the state government requiresthat a title ora royalty-free license be conveyed to the state govemment;and

(iii)Generalcounseling services relatingto patentand copyright matters, such as advice on patent and copyright laws, regulations,

c la uses, a nd emp loyee inte llectu al p ro perty agree m e nts. See &qresgiglalsgtyices.tQeqb.

(2) The following costs related t0 securiflg patents and copyrights are unallowablei

(i) Costs of preparing disclosures, reports, and other documents, a0d of searching the artto make disclosures not required by the

state award;

(ii) Costs in connection with filing and prosecuting any toreign patent application, or any United States patent application, where

the stale award does not require conveyingtitle or a royalty-free l,cense to the state govemment.

(b) Royalties and othercosts forthe use ofpatents and copyrights,

(1)Royalties on a patent or copyright or amortization of the cost of acquiring by purchase a copyright, patent, or rights tltereto,

necessary for the proper performance ofthe state award are allowable unlessl

(i) The state government already has a license orthe right to free use ofthe patent or copyright.

(ii) The patent orcopyright has be€n adjudicated to be iovalid, or administratively determined to be iovalid.

(iii)The patent or co pyright is c0nsidered to be unenforceable.

(iv)The patent or copyright is expired.

(2) Specialcare should be exercised in determining reasonableness when the royalties may have been obtained as a result0f less-than-

arm's-length bargaining, such as;

(i) Royalties paid to persons, includingcorporations, affiliated with the localgovernment.

(ii) Royalties paid to unaffiliated parties, including corporations, under an agreement entered into in contemplation that a state

award would be made.

(iii)Royalties paid underan agreement entered into after a state award is made to a localgovemment,

(3) ln any case involving a patent or copyright formerly owned by the local government, the amount of royalty allowed must not exceed

the cost which would have been allowed had the local government retai0ed ownership.
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lnterest (a) General. Costs incurred for interest on borrowed capital, temporary use of endowment funds, or the use ofthe local government's own

funds are unallowable. Financing costs (including interest) to acquire, construct, or replace capital assets are allowable, subject to the
requirements of this section,

(b) Capitalassets.

(1)An asset cost includes (as applicable)acquisition costs, c0nstruction costs, and othercosts capitalized in accordance with GAAP.

(2) For software development projects, only interestattributable to the portion ofthe project costs capitalized in accordance with GAAP

orthe state's capitalization policy is allowable.

(c) Requirements for all local governments.

(1)The local government uses the capital assets in support ofstate awards;

(2) The allowable asset costs to acquire facilitles and equipment are limited to a fair market value available to the local government

from an unrelated (arm's length)third party.

(3)The localgovemment obtains the financingvia an arm's lengh transaction (meaning, a transaction with an unrelated third party);

or claims reimbursement of actual interest cost at a rate available via such a transaction.

(4) The local govemment limits claims forstate reimbursementof interestcosts to the least expensive alternative. Forexample, a capital

lease may be determined less costlythan purchasingthrough debtfinancing, in which case reimbursement must be limited to the

amount 0f interest determined ifleasing had been used.

(5)The local government expenses or capitalizes allowable interest cost in accordance with GAAP

(6) Earnings generated by the investment of borrowed funds pending their disbursement for the asset costs are used to offset the

current period's allowable interest cost, whether that cost is expensed or capitalized. Earnings subject to being reported to the
lnternal Revenue Service (lRS) under arbitrage requirements are excludable.

(7)Prior written approval by the state agency is required for any debt arrangement to purchase or construct facilities. The state

agency may condition its approval ofthe debt arrangement on an inatial equity contribution by the local govemment. The following

conditions must apply to debt arrangements over $1 million to purchase or construct facilities unless the local government makes

an initial equity contribution t0 the purchase of 25 percent or more. Forthis purpose, "initialequity contribution' means the amounl

orvalue 0f contributions made bythe local government forthe acquisition offacilities priorto occupancy,

(i) The local govemment must reduce claims for reimbursement of interest cost by an amount equal to imputed interest earnings

on excess cash flow attributable to the portion of the tacility used for state awards,

(ii) The local government must impute interest on excess cash flow as follows:

(A)Annually, the local govemment must prepare a cumulative (from the project's inception) report ot monthly cash inflows

and outflows, regardless of the lunding source. For this purpose, inflows consist of state reimbursement for depreciation,

amortization ot capitalized construction interest, and annual interest cost. 0utflows consist of initial equity contributions,

debt prjncipal payments (lessthe pro-rata share attributable to the costofland), and interest payments.
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2 CFR 5 200.449 (8)To compute monthly cash inflows and oudlows, the localgovemment must divide the annual amounts by the months in the
year(usually 12)thatthe building is in service.

(C) Forany month in which cumulativecash inflowsexceed cum u lative outilows, interestmustbe calculated on the excess inflows

forthat month and be treated as a reduction to allowable interest cost. The interest rate to be used must be the three-month

Treasury bill closing rate as of the last business day of that month,

(8) lnterest attributab,e to a fully depreciated asset is unallowable.

(d) Additional requkements forstates, localgovernments, and lndian Tribes.

(1)The requkement to offset the interest earned on borrowed funds against current allowable interest cost (paragraph (cX5), of this

section) also applies to earnings on debt service reserve funds.

{2)The localgovemment must negotiate the amount of allowable interestcost related to the acquisition of facilities with asset costs of

$l million or more, as described in paragraph (cX7)ofthis section. Forthis purpose, a localgovernment mustconsideronly cash

inllows and outflows attributable to that portion ofthe real property used forstate awards.

lnterest

(Continued)

Lobbying 2 CFR S 200.450 (a) Lobbying is detined by relevant state law. The costs associated !,rith prohibited lobbying activities are unallowable.

(b) When a local government seeks reimbursement for indirect costs, total lobbying costs must be identified separately in the indirect cost

rate proposal and ttrereafter be treated as other unallowable activity costs in accordance with the procedures of the oieeLcos$ section

ofTxGlllS.

Losses on
0therAwards or

Contracts

2 CFR 5 200.451 A0y excess costs over income under any other award or contract of any nature is unallowable. This includes, but is not limited to, the local
government's contributed portion by reason of cost-sharing agreemenls or any under'recoveries through negotiation of flat amounts for

indkect costs. Also, any excess of costs over authorized funding levels transferred from any award or contract to another is unallowable. All

losses are not allowable indirect costs and must be included in the appropriate indirect cost rate base f0r allocating indirect costs.

Maintenance
and Repalr

Costs

2 CFR S 2oo.4s2 Costs incurred for utilities, insurance, security, necessary maintenance, janitorial services, repair, or upkeep of buildings and equipment
(including state property unless otherwise provided for)which neither add tothe permanentvalue ofthe property nor appreciably prolong

its intended life, but keep it in an ellicient operating condition, are allowable. Costs incurred for improvernents which add to the permanent

value of the buildings and equipment or appreciably prolongtheir intended life must be treated as Capital Expenditures. See Eouipment and

other Caoital Exoendit!res. These costs are only allowable to the extent not paid through rental or other agreements.

Materials and
Supplles Costs,
lncluding Costs
of Computing

Devlces

2 CFR S 200.453 (a) Costs 0fthe local government's membership in business, technical, and professional organizations are allowable.

(b) Costs ofthe local government's subscriptions to business, professi0nal, and technical periodicals are allowable.

(c) Costs ol membership in any civic or community organization are allowable with prior approval by the state awarding agency

(d) Costs ofmembership in anycountryclub orsocialordining club ororganization are unallowable.

(e) Costs of membership in organizations whose primary purpose is lobbying are unallowable. See also tO[UXiIg,
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Membershlps,
Subscrlptions,

and
Prcfessional

Activity Costs

2 CFR S 200.454 (a) Costs ofthe localgovernment's membership in business, technical, and professional organizations are allowable

(b) Costs ofthe localgovernment's subsciptions to business, professional, and technical periodicals are allowable,

(c) Costs of membership in any civic or community organization are allowable.

(d) Costs of membership in any c0untry club orsocialordining club 0r organizati0n are unallowable.

(e) Costs of membership in organizations whose primary purpose is lobbying are unallowable. See Lobbvind.

0rganlzatlon
Costs

2 CFR S 200.455 Costs such as incorporation fees, brokers' fees, fees to promoters, organizers or management consultants, attorneys, accountants, or

investment counselors, whetheror not employees ofthe nonprofit organization in connection with the establishment or reorganization of an

organization, are unallov,/able exceptwith priorapproval ofthe state agency.

Participant
Support Costs

2 CFR S 200.456 Participant suppolt costs means direct costs for items such as stipends orsubsistence allowances, travel allowances, and registration fees

paid to or on behalf of pafticipants ortrainees (but not employees) in connecti0n with c0nferences, ortraining projects. Participant support

costs are allowable with prior approval ofthe state agency. The classification of items as panicipant support costs must be docurnented in

the local government's written policies and procedures consistently across all state awards.

PIant and

Security Costs
2 CFR S 200.457 Necessary and reasonable expenses incurred forthe protection and security offacilities, personnel, and work products are allowable, Such

costs include, but are not limited to, wages and uniforms of perconnel engaged in security activities; equipment; barriers; protective (non-

military) gear, devices, and equipment; contractual security sewices; and consultants. Capital expenditures for plant secudty purposes are

subjectt0 the requirements specified in Eouipment and other CaoitalExoenditures.

Pre-award Costs Pre-award costs are those incurred before the start date ofthe state award dkectly pursuantto the negotiation and in anticipation ofthe state

award where such costs are necessary foreflicient and timely pertormance ofthe scope ofwork, These costs are allowable only to the extent

that they would have been allowed if incurred afterthe start date ofthe state award and only with the written approval ofthe state agency.
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(b) ln determining the allowability of costs in a particular case, no single lactor or any combination of factors is necessarily determinative,

However, the following factors are relevantl

(1) The nature and scope ofthe service rendered in relation to the service required.

(2)The necessity ol contracting for the service, considering the local government's capability in the particular area.

(3)The past pattern ofsuch costs, particularly in the years priorto receiving a state award(s).

(4)The impact of state awards on the local government's business (meaning, what new problems have arisen).

(5) Whetherthe proportion of state work to the local government's total business influences the local government in favor of incurring

the cost, particularly where the services rendered are not of a continuing nature and have little relationship t0 work under state

awards.

(6) Whetherthe service can be performed m0re economically by direct employment ratherthan contracting,

(7)The qualifications of the individual or entity providing the service and the customary fees charged, especially on non-state funded

activities.

(8) Adequacy oflhe contractual agreement l0rthe service (for example, description ofthe service, estimate ofthe time requhed, rate of

compensation, and termination provisions).

(c) To be allowable, retainer fees must be supported by evidence of bona fide services available or rendered in addition to the factors in
paragraph (b) ofthis sectlon.

N ln

Professional
Service costs

2 CFR S 200.459

ProposalCosts 2 CFR 5 200.460 Proposal costs are the costs ofthe local government in preparing bids, proposals, 0r applications on potential state and non-state al,{ards or

projects, including developing data necessary to supportthe localgovernment's bids or proposals. Proposal costs ofthe current accounting

period of both successful and unsuccessful bids and proposals normally should be treated as indirect costs and allocated to all cu[ent
activities of the local government. No proposal costs of past accounting periods may be allocated to the current period.
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(a) Costs of prolessional and consultant services rendered bypersonswho are membersofa particularprofession orpossess a specialskill

as defined by Chapter2254 of the Texas Government Code, and who are not of{icers or employees ofthe local government, are allowable,

subject to paragraphs (b) and (c) when reasonable in relation to the services rendered and when not contingent upon recovery of the

costs from the state government, ln addition, legal and related services are limited under Defense a,rd Prosecution of Criminal a0d Civil
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Publication and
Printing Costs

2 CFR S 200.461 (a) Publication costs for electronic and print media, including distribution, promotion, and general handling, are allo\.!able. lf these costs

are not identifiable with a panicular cost objective, they should be allocated as indirect costs to all benefiting activities of the local

government ifthey are not identifiable with a particular cost objective.

(b) Page charges, anicle processin g cha rges (APCS) or similar fee such as open access fees for professional journal publications and other

peer-reviewed publications resulting from a state award are allowable where:

(1)The publications report work supported by the state governmenti and

(2)The charges are levied impartiallyon allitems pubiished bythejournal, whetherornotundera state award.

(3)The local government may charge the state award before closeout for the costs of publication 0r sharing of research results if the

costs were not incurred during'the peri0d of performance of the state award.

Reanangement
and

RecorYerslon
Costs

2 CFR q 200.462 (a) Costs incurred f0r ordinary and normal rearrangement and alterallon of facilities are allowable as lndirect costs. Special arcngements

and alterations are allowable as a direct cost ifthe costs are incuned specifically for a state award and with prior approval of the state

agency.

(b) Costs incurred in restoring or rehabilitating the local government's facilities to approxirnately the same condition existing imrnediately

before the commencementof a state award(s), less costs related to normal wearand tear, are allowable.

Recrulting
Costs

2 CFR S 200.463 (a) Subject t0 paragraphs (b) and (c) ol this section, and provided that the size of the stafl recruited and maintained is in keeping ,,vith

workload requirements, costs of "help wanted' advertising, operating costs of an employment office necessary to secure and maintain

adequate staff, costs ot operating an aptitude and educational testing program, travel costs ol employees while engaged in recruiting
personnel, travel costs of applicants for interviews for prospective ernployment, and relocation costs incurred incident to recruitment of

new employees, are allowable to the extentthat such costs are incurred pursuantto the local government's standard recruitment program.

When the local government uses employment agencies, costs not in excess of standard commercial rates forsuch services are allowable.

(b) Special emoluments, fringe benefits, aod salary ailowances incurred to attract professional personnel that do not meet the test of

reasonableness or do not conform with the established practices ofthe local government, are unallowable.

(c) lf relocation costs incurred incidentto recruitment of a new employee have been funded in whole or in part by a state award, and the newly

hired employee resigns for reasonswithin the employee's controlwithin 12 months after hire, the localgovernment must refund or credit

the state share ofsuch relocation costs. See Relocation Costs of Emplovees.

(d) Short-term-visas (as opposed to longerterm, immigration visas) are generally an allowable cost and they may be proposed as a direct

cost because they are issued for a specific period and purpose and can be clearly identified as directly connected to work performed on

a state award. Forthese costs to be directly charged to a state award, they must:

(1) Be critical and necessary forthe conduct of the project;

(2) Be allowable underthe applicable cost principles;

(3) Be consistentwith the localgovernment's cost accounting practices and local government's established written policy; and

(4) Meetthe definition of "direct cost'as described in the applicable cost principles.
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Relocation
Costs of

Employees

2 CFR 5 200.464 (a) Relocation costs are costs incidentto the permane0t change of duty assignment (for an indefinite period orfora stated period ofnotless
than 12 months)ol an existing employee or upon recruitrnent of a new employee. Relocation costs are allowable, subjectto the limitations

described in paragraphs (b), (c), and (d) ofthis section, provided that:

(1)The move is forthe benefit of the employer

(2) Reimbursemeot to the employee is in accordance with an established written policy consistently followed by the employer

(3)TIe reimbursement does notexceed the employee's actual(or reasonably estimated)expenses.

(b) Allowable relocation costs for current em p loyees are limited to the following:

(1)Tle costs of transportation of the employee, members of his or her immediate family and his household, and personal effects to
the new location,

(2)The costs of finding a new home, such as advance trips by employees and spouses to locate living quarters and temporary lodging

during the transition period, up t0 a maximum period of 30 calendar days.

(3) Closing costs, such as brokerage, legal, and appraisal fees, incident to the disposition ofthe employee's f0rmer home. These costs,

toBether with those described in (4), are limited to 8 percent of the sales price of the employee's former home,

(4)The continuing costs of ownership (for up to six months) of the vacant former home after the settlement or lease date of the
employee's new permanent home, such as rnaintenance ol buildings and grounds (exclusive offixing-up expenses), utilities, taxes,

and property insurance.

(5)other necessary and reasonable expenses normally incident to relocation, such as the costs of canceling an unexpked lease,

transportation of personal property, and purchasing insurance against loss of or damages to personal property. The cost of
cance,ing an unexpired lease is limited to three times the monthly rental.

{c) Allowable relocation costs for new employees are limited to those described in paragraphs (b)(1) and (2) of this section. lf relocation

costs incurred incidentto the recruitment of a new employee have been funded in whole or in part by a state award and the newly hked

employee resigns for reasons within the employee's control within 12 months after hke, the local government must refund or credit the
state government for its share ofthe cost, lf a new employee is rel0cating to an overseas location and dependents are not permitted for
any reason, and the costs d0 not include transporting household goods, the costs must be considered travel costs in accordance with

naygllhsl!, not relocation costs underthis section.

(d)The followingcosts related to relocation are unallowable:

(1) Fees and other costs associated with acquiring a new home.

(2)A loss on thesale ofa formerhome.

(3) Continuing mortgage principal and interest payments on a home being sold,

(4) lncome taxes paid by an employee related to reimbursed relocation costs,
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Rental Costs of
RealProperty

and Equlpment

2 CFR S 200.465 (a) Subject to the limitations described in paragraphs (b)through (d) ofthis section, rental costs are allowable to the extent thatthe rates

are reasonable in light ofsuch factors as costs of comparable rental properties; marketconditions in the area; ahernatives availablei and

thetype, lite expectancy, condition, and value ofthe property leased, Rental arrangements should be reviewed periodically to determine

ifcircumstances have changed and if otheroptions are avallable.

(b) Rental costs under "sale and lease back'arrangements are allowable only up to the amount that would have been allowed ifthe local
government had continued to own the prope(y. This amount would include expenses such as depreciation, maintenance, taxes, and

insurance,

(c) Rental costs under 'less-than-arm'slength' leases are allowable only up to the amount described in paragraph (b) of this section. For

this purpose, a less-than-arm's"length lease is one under which one party to the lease agreement can control or substantially influence

the actions ofthe other Such leases include, but are not limited to, those between:

(1) Divisions of the local govemment;

(2)The localgovemment undercommon controlthrough common officers, directors, ormembers;and

(3)The localgovernmentand a director, trustee, officer, or key employee ofthe local government oran immediate family member, either

directly 0r through corporations, trusts, or similar anangements in which they hold a c0ntmlling interest. For example, the local
government may establish a separate corporation to owo property and lease it backto the localgovernment.

(4) Family members include one party with any ofthe following relationships to another party:

(i) Spouse, and parents thereof;

(ii) Children, and spouses thereof ;

(iii) Parents, and spouses thereof ;

(iv) Siblings, and spouses thereof ;

(v) Grandparems and grandchildren, and spouses thereof;

(vi) Domestic partner and parents thereof, including domestic parlners of any individual in (2)through (5) ofthis defi0ition; and

(vii) Any individual related by blood or affinity whose close association with the employee is the equivalentof a family relationship.
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(a) Costs of scholarships, fellowships, and student aid programs at lHEs are allowable only when the purpose of the state award is to provide

trainingto participants, and the state agency.

(b)Tuition remission and other forms of compensatio0 paid as, or instead 0f, wages to students perfoflning necessary work are allowable

provided that:

(1)The individual is conducting activities necessary to the state award;

(2)Tuition remission and other support are provided in accordance with the established wriften policy of the IHE and consistently
provided in a like mannert0 studeots in return for similar activities conducted under state awards as well as other activities; and

(3) The student is enrolled in an advanced degree program at the IHE or an affiliated institution dudng the academic period and the

student's activities under the state award are related to their degree program;

(4)The tuition or other payments are reasonable compensation for the wo.k performed and are conditioned explicitly upon the
performance of necessarywork; and

(5)The IHE compensates students under state awards as well as other activities in similar manners.

(c) Charges for tuition remission and other f0rrns of c0mpensation pa id to students as, or instead of, salaries and wages are subject to the

repoflng requirements in 99l0pe!Sa!9[=IeE!.!-e]-Seryje9s. The charges must be treated as a direct or indirect cost in accordance with

the actualwork performed.Tuition remission may be charged 0n an average rate basis. See ltl n-Fri

Scholarships
and StudentAld

Costs

2 CFR S 200.466

Selling and
Marketing

Costs

2 CFR S 200.467 Costs of selling and marketing any products or services of the local government are unallowable unless they are allowed underldlglGing
and Public Relations and are necessary to meet the requirements of the state award.

2 CFR 5 200.468specialized
Service

Facllities

(a) The costs of services provided by highly complex or specialized facilities operated by the local government are allowable, provided the

charges for the services meet the condltions of either paragraph (b) or (c) of this section, afld take into account any items of income or

state Iinancing that qualify as Applicable Credits. These costs include charges for facilities such as computing facilities, wind tunnels,

and reactors.

(b) The costs of such services, when material, must be charged directly to the applicable state awards based on actual usage ofthe services

on the basis of a schedule 0l rates or established methodology that:

(1) Does not discriminate between activities under state awards and other activities ofthe local government, including usage by the
Iocal government for internal purposes; and

(2) ls designed to recoveronly the aggre8ate cosG of the services. Each service's costs must normally consist of its direct costs and an

allocable share of all indirectcosts. Rates must be adjusted at least biennially and must consider any over or under-applied costs

of the previous period(s).

(c) Where the costs incurred fora service are not material, they may be allocated as indirectcosts.

(d) Under extraordinary circumstances, the state agency and the local government may negotiate and establish an alternative costing

arrangement if it is in the state agency's bestinterest.
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StudentActlvlty
Costs

2 CFR S 200.469 Costs incurred for intramural activities, student publications, student clubs, and other student activities are unallowable unless expressly

authorized in the state avrard.

Taxes
(includlogValue

Added Tar)

2 CFR S 200.470 (a) Forstates, local governments, and lndianTribes:

(1)Taxes thata govemmentalunit is legally required to pay are allowable, except for selt-assessed taxesthat dispropo(ionately aflect
state programs 0rchanges in tax policies that d ispropo rtion ately affectstate programs.

(2) Gasoline taxes, motor vehicle fees, and other taxes that are, in effect, user fees for benefits provided to the state government are

allowable-

(3)This provision does not restrictthe authority ofthe state agency to identify taxes where state participation is inappropriate.

(b) Nonprofit organizations and lHEs.

(1) Taxes that the nonprofit organizations and lHEs are required to pay and which are paid or accrued in accordance with GAAP are
generally allowable. These costs include payments made to local governments instead oltaxes and that are commensurate with the

local govemment services received. The following taxes are unallowable:

(i) Taxes forwhich exemptions are available to the nonprofit organizations and IHEs directly orwhich are available to the nonprofit

organizations and lHEs based on an exemption afforded the state government and, in the latter case, when the state agency

makes available the necessary exemption certificates;

(ii) Special assessments on land which represent capital improvements; and

(iii)Federal income taxes.

(2) Any refund 0ftaxes and interest thereon, which were allowed as state award costs, must be credited to the state government as a

cost reduction orcash refund, as appropriate. However, any interest paid orcredited to a nonprofit organization and IHE incidentto a

refund oftax, interest, and penalty will be paid or credited to the state government only to the extent that such interest accrued over

the period duringwhich the state government has reimbursed the nonprofit organization or IHE forthe taxes, interest, and penalties.

(c) Value AddedTax(VAT). Foreign taxes charged for procure m ent tra nsactio ns that a local govemment is legally required t0 pay in a country

are allowable. Foreign tax refunds or applicable credits under state awards refer to receipts or reduction of expenditures, which operate

to offset or reduce expense items that are allocable to state awards as direct orindirect costs. To the extentthat such credits accrued or
received by the local government relate to allowable cost, these costs must be credited to the state agency as a cost reduction or cash

refunds, as appropdate ln cases where the costs are credited backto the state award, the localgovernment may reduce the state share

of costs by the amount 0f the foreign tax reimbursement, or where state award has not expired, the state agency may allow the local
governmentto use the f0reign government tax refund for approved activities under the state award.
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Termlnation
Costs

2 CFR E 200.472 (a) Termination Costs. Termination ol a state award generally gives rise to the incurrence of costs, orthe need for specia I treatment ofcosts,

which would not have arisen had the state award not been terminated. Cost p nciples coveringthese items are setfonh in this section.

They must be used in conjunction with the other termination requirements ofthis pan.

(1)The cost of items reasonably usable on the local government's other work is unallowable unless the local government submits

evidence that it would not retain such items without sustaining a loss. ln deciding whether such items are reasonably usable on

otherwork ofthe loca I govern m ent, the state agency or pass-through entity should considerthe loca I governm enfs plans and orders

for current and scheduled activity. Contemporaneous purchases of common items by the local government must be considered

evidence that the items are reasonably usable on the local government's otherwork. Any acceptance of common items as allocable

to the terminated portion of the state award must be limited to the extent that the quantities of such items on hand, in transit, and

on orderdo not exceed the reasonable quantitative requirements of otherwork,

(2) lf the local government cannot discontinue certain costs immediately after the eflective termination date, despite making all

reasonable effons, then the costs are generally allowable within the limitations ol this part. Any costs continuing after termination

due to the negligent or willfulfailure ofthe loc al govern ment to immediately discontinue the costs are unallowable.

(3) Loss of useful value of special tooling, machinery, and equipment is generally allowable if:

(i) Such specialtooling, specialmachinery, orequipmentis not reasonably capable of use in the otherwork ofthe localgovernment;

(ii) The interest ofthe state government is protected by transfer oftitle or by other means deerned appropriate by the state agency

(see f,quipmqd, paragraph (d)); and

(iii)Tle loss of usefulvalue for any one terminated state award is limited to the portion ofthe acquisition cost which bears the same

ratio to the total acquisition cost as the terminated portion of the state award bears to the entire terminated state award and

otherstate awardsforwhich the specialtooling, machinery, orequipmentwas acquired.

(4) lf paragraph (a)(4)(i) and (ii) below are satisfied, rental costs under unexpired leases (less the residual value of such leases) are

generally allowable where clearly shown to have been reasonably necessary for the performance of the terminated state award.

These rental costs may include the cost of alterations ofthe leased property and the cost of reasonable restoration required by the

lease, provided the alterations were necessary lorthe performance of the state award.

(i) The amount ofclaimed rentalcosts does not exceed the.easonable use value ofthe property leased forthe period ofthe state

award and a further period as may be reasonable; and

(ii) The local govemment makes all reasonable efforts to terminate, assign, settle, or otherwise reduce the cost of the lease.

(5)The following settlement expenses are Senerally allowable.

(i) Accounting, legal, clerical, and simllarcosts that are reasonably necessary for:

(A) The preparation and presentation to the state agency 0r pass-through entity of settlement claims and supporting data with

respect to the terminated portion ofthe state award, unless the termination is for cause (see Remedies for Noncomoliatce

section ofTXGMS); and

(B)The termination and seftlement of subawards.
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Terminatlon
Costs

(Continued)

(ii) Reasonable costs for the storage, transportation, protection, and disposition ol property provided by tl'le state government or

acquired or produced folthe state award.

(6)Clairns under subawards, including the allocable portion of claims common to the state award and other work of the local
government, are generally allowable, An appropriate share ofthe local government's indkect costs may be allocated to the am0unt

ofsettlements with contractors and/or subrecipients, provided thatthe amount allocated is consistent with the requirements ofthe

hdlEIl]QQllS section ofTxGl\4S.Ilese allocated indirectcosts mustexclude the sarne and similarcosts claimed directly orindirectly
as settlem ent expe nses.

(b) Closeout Costs. Administrative costs associated with the closeout activities ol a state award are allowable. The local government may

charge the state award duringthe closeout lor the necessary administrative costs of that state ar,vard (for example, salaries of personnel

preparing final reports, publication and printing costs, costs associated with the disposition ol equipment and property, and related

indkect costs). These costs may be incurred untilthe due date ofthe final report(s). lf incurred, these costs must be liquidated prior to

the due date ofthe linal report(s)ard charged to the final budget period ollhe award unless otherwise specified by the state agency.

Training and
Educatlon Costs

2 CFR S 200.473 The costoftrainingand education provided foremployee development is allowable

Transportatlon
Costs

Costs incurred for freight, express, cartage, postage, and other transportation services relati0g eitller to goods purchased, in process, or

delivered, are allowable. When the costs can be readily identified with the items involved, they may be charged directly as transponation

costsoraddedtothecostofsuch items. When identjfication with the materials received cannotbe readily made, the inbound transportation

cost may be charged to the appropriate indirect cost accounts if the local government follows a consistent, equitable procedure in this

respect. lf reimbursable undertheterms and conditions ofthe state award, outbound freightshould betreated as a directcost.
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TravelCosts 2 CFR S 200.475 (a) General. Travel costs include the transportation, lodging, subsistence, and related items incurred by employees who are in travel status

on official business ofthe local government. T'hese costs may be charged on an actual cost basis, on a per diem or mileage basis, oron
a combination of the two, provided the method used is applied to an entire trip and not t0 selected days of the trip. The method used

must be consistent with those normally allowed in like circumstances in the local government's otheractivities and is in accordance with

local government's established written policies, and unless otherwise specified in the state award, the costs do not exceed the maximum

per diem and subsistence rates prescribed by the State of Texas Travel Guidelines published by the Comptroller. Notwithstanding the
provisions ofGllelaL]leslsgl]igygl0Ee]]!, travelcosts ofoflicials covered bythatsection are allowable with the priorwritten approvalof

the state agencywhen they are specifically related to the state award.

(b) Costs incurred by employees and officers for travel, including costs of lodging, other subsistence, and incidental expenses, must be

considered reasonable and otherwise allowable only to the extent such costs do not exceed charges normally allowed by the local

government in its regular operations as the result of the local government's written policy. ln addition, if these costs are charged directly

to the state award documentation must justify that;

(1) Participation of the individual is necessary forthe state award; and

(2)The costs are reasonable and consistent with the local government's established written policy.

(c) Establishing rates and amounts. lf the local government does not have a written policy regarding travel costs, the provisions of State of

TexasTravelGuidelines published by the Comptrollerwill be used as guidance for local govern m e nt travel understate awards.

(d) Commercial air travel.

(1)Airfare costs in excess of the basic least expensive unrestricted accommodations class offered by commercial airlines are

unallowable except when such accommodations would:

(i) Require circuitous routing;

(ii) Require travel during unreasonable hours;

(iii) Excessively prolong travel;

(iv)Result in additionalcosts thatwould offsetthe transportation savings; or

(v) ofler accommodations not reasonably adequate for the traveler's medical needs. Ihe local government must justify and

document these conditions on a case-by-case basis in order forthe use of lirst-class or business-class airfare to be allowable

in such cases.

(2) Unless a pattern of avoidance is detected, the state governmentwill generally not question a local govemment's determinations that

customary standard airfare or other discount airfare is unavailable for specific trips if the Iocal government can demonstrate that

such airfare was not available in the specific case,

(e) Air travel by otherthan commercial carrier. Travel costs by local government-owned, -leased, or -chartered aircraft include the cost of the
lease, chafter, operation (including personnel costs), maintenance, depreciation, insurance, and other related costs.Ihe portion ofthese

costs that exceedsthe cost ofairfare, as provided for in paragraph {d) is unallowab,e.
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APPENDIX 8
SAMPLE PERS()NNEL ACTIVITY REPORT

Compensation - Fringe Benefits
Personnel Activity Report

IMonth] [Year]
Employee Name: [Name]

The information fisted above is true and correct. lcrantor Agency Name] may request additional information

Em ployee Sig natu re

Date

xo/o

[Conkact Name]

uxxxxxxxx

IContract Namel
x o/"

xxuxxxxxx

IContract Name]
x%

xxJxxxxxxx

IContract Name]
x96

x%

Supervisor

Ter.as Crant Management Siandards - \rersion 2.0 I i31
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Project Actual Activities Performed

ActivityforWltich
Employee was
Compensated

(% of Tota! Hours
Wo*ed)

xxxxxxxxxx

lContract Namel
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APPENDIX 9
Sample Request for Application Checklist

TxGl\4S does not require any particular method of grantee selection. Agencies should consult their counsel for help identifying a grantee

selection method that complies with applicable law. This checklist is provided as a suggested reference for agencies using a request for
applications or similar method. For further information on grantee selection, see Footnote 55 above and the accompanying text.

Authorized Official

Opportunity/RFA Number FinancialOffcer

Project Director

I ti
Drafvlnitial application documentation - All Parts/Attachments/E{hibits

[,] Fu nding 0pportunity Description [_iAward lnformation [] Eligibility lnformation

[,] Application and Submission lnformation X Evaluation Criteria 1:]Application Review lnformation [,.] Award

Administration lnformation Question/Agency Contacts n Supplementary Material

li&t Itrgtrl

tr

Stakeholder Meeting Documentation (e.9,, Needs Assessment, Cost Estimate, Acquisition Plan) rl
Reporting Requirement (including evidence of agency request and receipt of approval) -
f_r LBB Reporting Requirement > $50,000 Ll Publish on agency website > $25,000 lI i_l

Finalized Application (includ jng all parts/attachments/exhibits) T T
lnternal Approval to lssue Request forApplications u u
Request for Applications Announcement (eGrants, optional and if applicable) n fl
Pre-Application Conference Agenda and Sign-in Sheet (including dated eGra nt printout) 1 J Voluntary I l Mandatory n tr
Copies of Questions from Potential Respondents (including proof of tlmely receipt) tr
Question and Answer Document lssued

Scoring Matrix finalized, if applicable n D
Evaluation Committee l\4embers selected, if applicable

I

lnitial Screening of Application

n

tr
Signed Non-Disclosure and Conflict of lnterest Statement from each Evaluation Committee [,,lem ber and, if applicable,

TechnicalAdvisor

Evaluation Committee Meeting Documentation (including agenda, guidelines) T n
Copy of Answers Received from Respondent(s)to Agency's Clariflcation Questions

Copy of oral Presentation Agenda & Presentation Documents

All Completed Evaluation Committee MemberScore Sheets (score sheets from all scoring committee members for all

scoring rounds) Scoring Round: D1, Lj2, D3 n
Master Evaluation Score Sheet (completed) n
Evaluation Review Process & Financial Review

Pre-approval Award Database Check

n Federal Database Check (SAM) j_l Tax lD Check l: Debarment Check E Child Support 0bligation

Agency award notification to the applicant n
Texas Grant Management Standards - Version 2.0 | f33
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For more information, vislt our website:

ln compliance with ihe Amerlcans with Disabllities Act,
this document mai be requested ln altemative formats

by calling toll rree 80G252-5555.

Sign up lo receiE email updates on the Comptroller
toplcs o, your cholce at lgEgttgltsIJetre$g0rl3g!9ell9/.

Teras Comptroller of Publlc Accounts
Publication #9G1929

October 2024
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