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§ 37.615

tool in the right circumstances, at the
discretion of the agreements officer
and the awarding organization, but its
purpose is not to augment program
budgets. It may be used to recover
funds provided to a recipient through a
TIA or another Federal procurement or
assistance instrument, and the recovery should not exceed the amounts provided. Recovery of funds is distinct
from program income, as described in
§ 37.835.
(b) In accordance with 10 U.S.C. 2371,
as implemented by policy guidance
from the Office of the Under Secretary
of Defense (Comptroller), the payment
amounts may be credited to an existing
account of the Department of Defense
and used for the same program purposes as other funds in that account.
(c) Before you use the authority to
include a provision for recovery of
funds, note that 10 U.S.C. 2371 requires
you to judge that it would not be feasible or appropriate to use for the research project a standard grant or cooperative agreement (in this instance,
a ‘‘standard cooperative agreement’’
means a cooperative agreement without a provision for recovery of funds).
You satisfy that 10 U.S.C. 2371 requirement when you judge that execution of
the research project warrants inclusion
of a provision for recovery of funds.

Subpart F—Award Terms Affecting
Participants’ Financial, Property, and Purchasing Systems
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§ 37.600 Which administrative matters
are covered in this subpart?
This subpart addresses ‘‘systemic’’
administrative matters that place requirements on the operation of a participant’s financial management, property management, or purchasing system. Each participant’s systems are organization-wide and do not vary with
each agreement. Therefore, all TIAs
should address systemic requirements
in a uniform way for each type of participant organization.
§ 37.605 What is the general policy on
participants’ financial, property,
and purchasing systems?
The general policy for expenditurebased TIAs is to avoid requirements
that would force participants to use

different financial management, property management, and purchasing systems than they currently use for:
(a) Expenditure-based Federal procurement contracts and assistance
awards in general, if they receive them;
or
(b) Commercial business, if they have
no expenditure-based Federal procurement contracts and assistance awards.
§ 37.610 Must I tell participants what
requirements they are to flow down
for subrecipients’ systems?
If it is an expenditure-based award,
your TIA must require participants to
flow down the same financial management, property management, and purchasing systems requirements to a subrecipient that would apply if the subrecipient were a participant. For example, a for-profit participant would flow
down to a university subrecipient the
requirements that apply to a university participant. Note that this policy
applies to subawards for substantive
performance of portions of the research
project supported by the TIA, and not
to participants’ purchases of goods or
services needed to carry out the research.
FINANCIAL MATTERS
§ 37.615 What standards do I include
for financial systems of for-profit
firms?
(a) To avoid causing needless changes
in participants’ financial management
systems, your expenditure-based TIAs
will make for-profit participants that
currently perform under other expenditure-based Federal procurement contracts or assistance awards subject to
the same standards for financial management systems that apply to those
other awards. Therefore, if a for-profit
participant has expenditure-based DoD
assistance awards other than TIAs,
your TIAs are to apply the standards in
32 CFR 34.11. You may grant an exception and allow a for-profit participant
that has other expenditure-based Federal Government awards to use an alternative set of standards that meets
the minimum criteria in paragraph (b)
of this section, if there is a compelling
programmatic or business reason to do
so. For each case in which you grant an
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§ 37.620

32 CFR Ch. I (7–1–10 Edition)

exception, you must document the reason in the award file.
(b) For an expenditure-based TIA,
you are to allow and encourage each
for-profit participant that does not
currently perform under expenditurebased Federal procurement contracts
or assistance awards (other than TIAs)
to use its existing financial management system as long as the system, as
a minimum:
(1) Complies with Generally Accepted
Accounting Principles.
(2) Effectively controls all project
funds, including Federal funds and any
required cost share. The system must
have complete, accurate, and current
records that document the sources of
funds and the purposes for which they
are disbursed. It also must have procedures for ensuring that project funds
are used only for purposes permitted by
the agreement (see § 37.625).
(3) Includes, if advance payments are
authorized under § 37.805, procedures to
minimize the time elapsing between
the payment of funds by the Government and the firm’s disbursement of
the funds for program purposes.

wwoods2 on DSK1DXX6B1PROD with CFR

§ 37.620 What financial management
standards do I include for nonprofit
participants?
So as not to force system changes for
any State, local government, institution of higher education, or other nonprofit organization, your expenditurebased TIA’s requirements for the financial management system of any nonprofit participant are the same as
those that apply to the participant’s
other Federal assistance awards. Specifically, the requirements are those
in:
(a) 32 CFR 33.20 for State and local
governments; and
(b) 32 CFR 32.21(b) for other nonprofit
organizations, with the exception of
Government-owned,
contractor-operated (GOCO) facilities and Federally
Funded Research and Development
Centers (FFRDCs) that are excepted
from the definition of ‘‘recipient’’ in 32
CFR part 32. Although it should occur
infrequently, if a nonprofit GOCO or
FFRDC is a participant, you must
specify appropriate standards that conform as much as practicable with re-

quirements in that participant’s other
Federal awards.
§ 37.625 What cost principles or standards do I require for for-profit participants?
(a) So as not to require any firm to
needlessly change its cost-accounting
system, your expenditure-based TIAs
are to apply the Government cost principles in 48 CFR parts 31 and 231 to forprofit participants that currently perform under expenditure-based Federal
procurement contracts or assistance
awards (other than TIAs) and therefore
have existing systems for identifying
allowable costs under those principles.
If there are programmatic or business
reasons to do otherwise, you may grant
an exception from this requirement
and use alternative standards as long
as the alternative satisfies the conditions described in paragraph (b) of this
section; if you do so, you must document the reasons in your award file.
(b) For other for-profit participants,
you may establish alternative standards in the agreement as long as that
alternative provides, as a minimum,
that Federal funds and funds counted
as recipients’ cost sharing will be used
only for costs that:
(1) A reasonable and prudent person
would incur in carrying out the research project contemplated by the
agreement. Generally, elements of cost
that appropriately are charged are
those identified with research and development activities under the Generally Accepted Accounting Principles
(see Statement of Financial Accounting Standards Number 2, ‘‘Accounting
for Research and Development Costs,’’
October 1974 1). Moreover, costs must be
allocated to DoD and other projects in
accordance with the relative benefits
the projects receive. Costs charged to
DoD projects must be given consistent
treatment with costs allocated to the

1 Copies may be obtained from the Financial Accounting Standards Board (FASB), 401
Merritt 7, P.O. Box 5116, Norwalk, CT 06856–
5116. Information about ordering also may be
found at the Internet site http://www.fasb.org
or by telephoning the FASB at (800) 748–0659.
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