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of the documentation on hand. Simi-
larly, a pass-through entity must not 
require a subrecipient to establish an 
accrual accounting system and must 
allow the subrecipient to develop ac-
crual data for its reports on the basis 
of an analysis of the documentation on 
hand. 

(3) Records that identify adequately 
the source and application of funds for 
federally-funded activities. These 
records must contain information per-
taining to Federal awards, authoriza-
tions, financial obligations, unobli-
gated balances, assets, expenditures, 
income and interest and be supported 
by source documentation. 

(4) Effective control over, and ac-
countability for, all funds, property, 
and other assets. The non-Federal enti-
ty must adequately safeguard all assets 
and assure that they are used solely for 
authorized purposes. See § 200.303. 

(5) Comparison of expenditures with 
budget amounts for each Federal 
award. 

(6) Written procedures to implement 
the requirements of § 200.305. 

(7) Written procedures for deter-
mining the allowability of costs in ac-
cordance with subpart E of this part 
and the terms and conditions of the 
Federal award. 

§ 200.303 Internal controls. 
The non-Federal entity must: 
(a) Establish and maintain effective 

internal control over the Federal 
award that provides reasonable assur-
ance that the non-Federal entity is 
managing the Federal award in compli-
ance with Federal statutes, regula-
tions, and the terms and conditions of 
the Federal award. These internal con-
trols should be in compliance with 
guidance in ‘‘Standards for Internal 
Control in the Federal Government’’ 
issued by the Comptroller General of 
the United States or the ‘‘Internal Con-
trol Integrated Framework’’, issued by 
the Committee of Sponsoring Organiza-
tions of the Treadway Commission 
(COSO). 

(b) Comply with the U.S. Constitu-
tion, Federal statutes, regulations, and 
the terms and conditions of the Federal 
awards. 

(c) Evaluate and monitor the non- 
Federal entity’s compliance with stat-

utes, regulations and the terms and 
conditions of Federal awards. 

(d) Take prompt action when in-
stances of noncompliance are identified 
including noncompliance identified in 
audit findings. 

(e) Take reasonable measures to safe-
guard protected personally identifiable 
information and other information the 
Federal awarding agency or pass- 
through entity designates as sensitive 
or the non-Federal entity considers 
sensitive consistent with applicable 
Federal, State, local, and tribal laws 
regarding privacy and responsibility 
over confidentiality. 

§ 200.304 Bonds. 
The Federal awarding agency may in-

clude a provision on bonding, insur-
ance, or both in the following cir-
cumstances: 

(a) Where the Federal Government 
guarantees or insures the repayment of 
money borrowed by the recipient, the 
Federal awarding agency, at its discre-
tion, may require adequate bonding 
and insurance if the bonding and insur-
ance requirements of the non-Federal 
entity are not deemed adequate to pro-
tect the interest of the Federal Govern-
ment. 

(b) The Federal awarding agency may 
require adequate fidelity bond coverage 
where the non-Federal entity lacks suf-
ficient coverage to protect the Federal 
Government’s interest. 

(c) Where bonds are required in the 
situations described above, the bonds 
must be obtained from companies hold-
ing certificates of authority as accept-
able sureties, as prescribed in 31 CFR 
part 223. 

§ 200.305 Federal payment. 
(a) For states, payments are gov-

erned by Treasury-State Cash Manage-
ment Improvement Act (CMIA) agree-
ments and default procedures codified 
at 31 CFR part 205 and Treasury Finan-
cial Manual (TFM) 4A–2000, ‘‘Overall 
Disbursing Rules for All Federal Agen-
cies’’. 

(b) For non-Federal entities other 
than states, payments methods must 
minimize the time elapsing between 
the transfer of funds from the United 
States Treasury or the pass-through 
entity and the disbursement by the 

VerDate Sep<11>2014 14:18 Jun 02, 2023 Jkt 259005 PO 00000 Frm 00123 Fmt 8010 Sfmt 8010 Y:\SGML\259005.XXX 259005js
pe

ar
s 

on
 D

S
K

12
1T

N
23

P
R

O
D

 w
ith

 C
F

R



112 

2 CFR Ch. II (1–1–23 Edition) § 200.305 

non-Federal entity whether the pay-
ment is made by electronic funds 
transfer, or issuance or redemption of 
checks, warrants, or payment by other 
means. See also § 200.302(b)(6). Except 
as noted elsewhere in this part, Federal 
agencies must require recipients to use 
only OMB-approved, governmentwide 
information collection requests to re-
quest payment. 

(1) The non-Federal entity must 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 non-Federal entity, and finan-
cial management systems that meet 
the standards for fund control and ac-
countability as established in this part. 
Advance payments to a non-Federal en-
tity must be limited to the minimum 
amounts needed and be timed to be in 
accordance with the actual, immediate 
cash requirements of the non-Federal 
entity in carrying out the purpose of 
the approved program or project. The 
timing and amount of advance pay-
ments must be as close as is adminis-
tratively feasible to the actual dis-
bursements by the non-Federal entity 
for direct program or project costs and 
the proportionate share of any allow-
able indirect costs. The non-Federal 
entity must make timely payment to 
contractors in accordance with the 
contract provisions. 

(2) Whenever possible, advance pay-
ments must be consolidated to cover 
anticipated cash needs for all Federal 
awards made by the Federal awarding 
agency to the recipient. 

(i) Advance payment mechanisms in-
clude, but are not limited to, Treasury 
check and electronic funds transfer and 
must comply with applicable guidance 
in 31 CFR part 208. 

(ii) Non-Federal entities must be au-
thorized to submit requests for advance 
payments and reimbursements at least 
monthly when electronic fund transfers 
are not used, and as often as they like 
when electronic transfers are used, in 
accordance with the provisions of the 
Electronic Fund Transfer Act (15 
U.S.C. 1693–1693r). 

(3) Reimbursement is the preferred 
method when the requirements in this 
paragraph (b) cannot be met, when the 

Federal awarding agency sets a specific 
condition per § 200.208, or when the non- 
Federal entity requests payment by re-
imbursement. This method may be 
used on any Federal award for con-
struction, or if the major portion of the 
construction project is accomplished 
through private market financing or 
Federal loans, and the Federal award 
constitutes a minor portion of the 
project. When the reimbursement 
method is used, the Federal awarding 
agency or pass-through entity must 
make payment within 30 calendar days 
after receipt of the billing, unless the 
Federal awarding agency or pass- 
through entity reasonably believes the 
request to be improper. 

(4) If the non-Federal entity cannot 
meet the criteria for advance payments 
and the Federal awarding agency or 
pass-through entity has determined 
that reimbursement is not feasible be-
cause the non-Federal entity lacks suf-
ficient working capital, the Federal 
awarding agency or pass-through enti-
ty may provide cash on a working cap-
ital advance basis. Under this proce-
dure, the Federal awarding agency or 
pass-through entity must advance cash 
payments to the non-Federal entity to 
cover its estimated disbursement needs 
for an initial period generally geared 
to the non-Federal entity’s disbursing 
cycle. Thereafter, the Federal award-
ing agency or pass-through entity must 
reimburse the non-Federal entity for 
its actual cash disbursements. Use of 
the working capital advance method of 
payment requires that the pass- 
through entity provide timely advance 
payments to any subrecipients in order 
to meet the subrecipient’s actual cash 
disbursements. The working capital ad-
vance method of payment must not be 
used by the pass-through entity if the 
reason for using this method is the un-
willingness or inability of the pass- 
through entity to provide timely ad-
vance payments to the subrecipient to 
meet the subrecipient’s actual cash dis-
bursements. 

(5) To the extent available, the non- 
Federal entity must disburse funds 
available from program income (in-
cluding repayments to a revolving 
fund), rebates, refunds, contract settle-
ments, audit recoveries, and interest 
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earned on such funds before requesting 
additional cash payments. 

(6) Unless otherwise required by Fed-
eral statutes, payments for allowable 
costs by non-Federal entities must not 
be withheld at any time during the pe-
riod of performance unless the condi-
tions of § 200.208, subpart D of this part, 
including § 200.339, or one or more of 
the following applies: 

(i) The non-Federal entity has failed 
to comply with the project objectives, 
Federal statutes, regulations, or the 
terms and conditions of the Federal 
award. 

(ii) The non-Federal entity is delin-
quent in a debt to the United States as 
defined in OMB Circular A–129, ‘‘Poli-
cies for Federal Credit Programs and 
Non-Tax Receivables.’’ Under such con-
ditions, the Federal awarding agency 
or pass-through entity may, upon rea-
sonable notice, inform the non-Federal 
entity that payments must not be 
made for financial obligations incurred 
after a specified date until the condi-
tions are corrected or the indebtedness 
to the Federal Government is liq-
uidated. 

(iii) A payment withheld for failure 
to comply with Federal award condi-
tions, but without suspension of the 
Federal award, must be released to the 
non-Federal entity upon subsequent 
compliance. When a Federal award is 
suspended, payment adjustments will 
be made in accordance with § 200.343. 

(iv) A payment must not be made to 
a non-Federal entity for amounts that 
are withheld by the non-Federal entity 
from payment to contractors to assure 
satisfactory completion of work. A 
payment must be made when the non- 
Federal entity actually disburses the 
withheld funds to the contractors or to 
escrow accounts established to assure 
satisfactory completion of work. 

(7) Standards governing the use of 
banks and other institutions as deposi-
tories of advance payments under Fed-
eral awards are as follows. 

(i) The Federal awarding agency and 
pass-through entity must not require 
separate depository accounts for funds 
provided to a non-Federal entity or es-
tablish any eligibility requirements for 
depositories for funds provided to the 
non-Federal entity. However, the non- 
Federal entity must be able to account 

for funds received, obligated, and ex-
pended. 

(ii) Advance payments of Federal 
funds must be deposited and main-
tained in insured accounts whenever 
possible. 

(8) The non-Federal entity must 
maintain advance payments of Federal 
awards in interest-bearing accounts, 
unless the following apply: 

(i) The non-Federal entity receives 
less than $250,000 in Federal awards per 
year. 

(ii) The best reasonably available in-
terest-bearing account would not be ex-
pected to earn interest in excess of $500 
per year on Federal cash balances. 

(iii) The depository would require an 
average or minimum balance so high 
that it would not be feasible within the 
expected Federal and non-Federal cash 
resources. 

(iv) A foreign government or banking 
system prohibits or precludes interest- 
bearing accounts. 

(9) Interest earned amounts up to $500 
per year may be retained by the non- 
Federal entity for administrative ex-
pense. Any additional interest earned 
on Federal advance payments deposited 
in interest-bearing accounts must be 
remitted annually to the Department 
of Health and Human Services Pay-
ment Management System (PMS) 
through an electronic medium using ei-
ther Automated Clearing House (ACH) 
network or a Fedwire Funds Service 
payment. 

(i) For returning interest on Federal 
awards paid through PMS, the refund 
should: 

(A) Provide an explanation stating 
that the refund is for interest; 

(B) List the PMS Payee Account 
Number(s) (PANs); 

(C) List the Federal award number(s) 
for which the interest was earned; and 

(D) Make returns payable to: Depart-
ment of Health and Human Services. 

(ii) For returning interest on Federal 
awards not paid through PMS, the re-
fund should: 

(A) Provide an explanation stating 
that the refund is for interest; 

(B) Include the name of the awarding 
agency; 

(C) List the Federal award number(s) 
for which the interest was earned; and 
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(D) Make returns payable to: Depart-
ment of Health and Human Services. 

(10) Funds, principal, and excess cash 
returns must be directed to the origi-
nal Federal agency payment system. 
The non-Federal entity should review 
instructions from the original Federal 
agency payment system. Returns 
should include the following informa-
tion: 

(i) Payee Account Number (PAN), if 
the payment originated from PMS, or 
Agency information to indicate whom 
to credit the funding if the payment 
originated from ASAP, NSF, or an-
other Federal agency payment system. 

(ii) PMS document number and sub-
account(s), if the payment originated 
from PMS, or relevant account num-
bers if the payment originated from an-
other Federal agency payment system. 

(iii) The reason for the return (e.g., 
excess cash, funds not spent, interest, 
part interest part other, etc.) 

(11) When returning funds or interest 
to PMS you must include the following 
as applicable: 

(i) For ACH Returns: 
Routing Number: 051036706 
Account number: 303000 
Bank Name and Location: Credit Gate-

way—ACH Receiver St. Paul, MN 
(ii) For Fedwire Returns 1: 

Routing Number: 021030004 
Account number: 75010501 
Bank Name and Location: Federal Re-

serve Bank Treas NYC/Funds Trans-
fer Division New York, NY 
1 Please note that the organization 

initiating payment is likely to incur a 
charge from their Financial Institution 
for this type of payment. 

(iii) For International ACH Returns: 
Beneficiary Account: Federal Reserve 

Bank of New York/ITS (FRBNY/ITS) 
Bank: Citibank N.A. (New York) 
Swift Code: CITIUS33 
Account Number: 36838868 
Bank Address: 388 Greenwich Street, 

New York, NY 10013 USA 
Payment Details (Line 70): Agency Lo-

cator Code (ALC): 75010501 
Name (abbreviated when possible) and 

ALC Agency POC 
(iv) For recipients that do not have 

electronic remittance capability, 
please make check 2 payable to: ‘‘The 

Department of Health and Human 
Services.’’ 
Mail Check to Treasury approved 

lockbox: 
HHS Program Support Center, P.O. 

Box 530231, Atlanta, GA 30353–0231 
2 Please allow 4–6 weeks for proc-

essing of a payment by check to be ap-
plied to the appropriate PMS account. 

(v) Questions can be directed to PMS 
at 877–614–5533 or 
PMSSupport@psc.hhs.gov. 

§ 200.306 Cost sharing or matching. 
(a) Under Federal research proposals, 

voluntary committed cost sharing is 
not expected. It cannot be used as a 
factor during the merit review of appli-
cations or proposals, but may be con-
sidered if it is both in accordance with 
Federal awarding agency regulations 
and specified in a notice of funding op-
portunity. Criteria for considering vol-
untary committed cost sharing and 
any other program policy factors that 
may be used to determine who may re-
ceive a Federal award must be explic-
itly described in the notice of funding 
opportunity. See also §§ 200.414 and 
200.204 and appendix I to this part. 

(b) For all Federal awards, any 
shared costs or matching funds and all 
contributions, including cash and 
third-party in-kind contributions, 
must be accepted as part of the non- 
Federal entity’s cost sharing or match-
ing when such contributions meet all 
of the following criteria: 

(1) Are verifiable from the non-Fed-
eral entity’s records; 

(2) Are not included as contributions 
for any other Federal award; 

(3) Are necessary and reasonable for 
accomplishment of project or program 
objectives; 

(4) Are allowable under subpart E of 
this part; 

(5) Are not paid by the Federal Gov-
ernment under another Federal award, 
except where the Federal statute au-
thorizing a program specifically pro-
vides that Federal funds made avail-
able for such program can be applied to 
matching or cost sharing requirements 
of other Federal programs; 

(6) Are provided for in the approved 
budget when required by the Federal 
awarding agency; and 
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