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other recipients and subrecipients, in-
cluding subrecipients of a State or In-
dian Tribe, must follow the procure-
ment standards in §§ 200.318 through 
200.327. 

§ 200.318 General procurement stand-
ards. 

(a) Documented procurement proce-
dures. The recipient or subrecipient 
must maintain and use documented 
procedures for procurement trans-
actions under a Federal award or 
subaward, including for acquisition of 
property or services. These documented 
procurement procedures must be con-
sistent with State, local, and tribal 
laws and regulations and the standards 
identified in §§ 200.317 through 200.327. 

(b) Oversight of contractors. Recipients 
and subrecipients must maintain over-
sight to ensure that contractors per-
form in accordance with the terms, 
conditions, and specifications of their 
contracts or purchase orders. See also 
§ 200.501(h). 

(c) Conflicts of interest. (1) The recipi-
ent or subrecipient must maintain 
written standards of conduct covering 
conflicts of interest and governing the 
actions of its employees engaged in the 
selection, award, and administration of 
contracts. No employee, officer, agent, 
or board member with a real or appar-
ent conflict of interest may participate 
in the selection, award, or administra-
tion of a contract supported by the 
Federal award. A conflict of interest 
includes when the employee, officer, 
agent, or board member, any member 
of their immediate family, their part-
ner, 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 personal 
benefit from an entity considered for a 
contract. An employee, officer, agent, 
and board member of the recipient or 
subrecipient may neither solicit nor 
accept gratuities, favors, or anything 
of monetary value from contractors. 
However, the recipient or subrecipient 
may set standards for situations where 
the financial interest is not substantial 
or a gift is an unsolicited item of nomi-
nal value. The recipient’s or subrecipi-
ent’s standards of conduct must also 
provide for disciplinary actions to be 

applied for violations by its employees, 
officers, agents, or board members. 

(2) If the recipient or subrecipient 
has a parent, affiliate, or subsidiary or-
ganization that is not a State, local 
government, or Indian Tribe, the re-
cipient or subrecipient must also main-
tain written standards of conduct cov-
ering organizational conflicts of inter-
est. Organizational conflicts of interest 
mean that because of relationships 
with a parent company, affiliate, or 
subsidiary organization, the recipient 
or subrecipient is unable or appears to 
be unable to be impartial in conducting 
a procurement action involving a re-
lated organization. 

(d) Avoidance of unnecessary or dupli-
cative items. The recipient’s or sub-
recipient’s procedures must avoid the 
acquisition of unnecessary or duplica-
tive items. Consideration should be 
given to consolidating or breaking out 
procurements to obtain a more eco-
nomical purchase. When appropriate, 
an analysis should be made between 
leasing and purchasing property or 
equipment to determine the most eco-
nomical approach. 

(e) Procurement arrangements using 
strategic sourcing. When appropriate for 
the procurement or use of common or 
shared goods and services, recipients 
and subrecipients are encouraged to 
enter into State and local intergovern-
mental agreements or inter-entity 
agreements for procurement trans-
actions. These or similar procurement 
arrangements using strategic sourcing 
may foster greater economy and effi-
ciency. Documented procurement ac-
tions of this type (using strategic 
sourcing, shared services, and other 
similar procurement arrangements) 
will meet the competition require-
ments of this part. 

(f) Use of excess and surplus Federal 
property. The recipient or subrecipient 
is encouraged to use excess and surplus 
Federal property instead of purchasing 
new equipment and property when it is 
feasible and reduces project costs. 

(g) Use of value engineering clauses. 
When practical, the recipient or sub-
recipient is encouraged to use value en-
gineering clauses in contracts for con-
struction projects of sufficient size to 
offer reasonable opportunities for cost 
reductions. Value engineering means 
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analyzing each contract item or task 
to ensure its essential function is pro-
vided at the overall lowest cost. 

(h) Responsible contractors. The recipi-
ent or subrecipient must award con-
tracts only to responsible contractors 
that possess the ability to perform suc-
cessfully under the terms and condi-
tions of a proposed contract. The re-
cipient or subrecipient must consider 
contractor integrity, public policy 
compliance, proper classification of 
employees (see the Fair Labor Stand-
ards Act, 29 U.S.C. 201, chapter 8), past 
performance record, and financial and 
technical resources when conducting a 
procurement transaction. See also 
§ 200.214. 

(i) Procurement records. The recipient 
or subrecipient must maintain records 
sufficient to detail the history of each 
procurement transaction. These 
records must include the rationale for 
the procurement method, contract type 
selection, contractor selection or rejec-
tion, and the basis for the contract 
price. 

(j) Time-and-materials type contracts. 
(1) The recipient or subrecipient may 
use a time-and-materials type contract 
only after a determination that no 
other contract is suitable and if the 
contract includes a ceiling price that 
the contractor exceeds at its own risk. 
Time-and-materials type contract 
means a contract whose cost to a re-
cipient or subrecipient is the sum of: 

(i) The actual cost of materials; and 
(ii) Direct labor hours charged at 

fixed hourly rates that reflect wages, 
general and administrative expenses, 
and profit. 

(2) Because this formula generates an 
open-ended contract price, a time-and- 
materials contract provides no positive 
profit incentive to the contractor for 
cost control or labor efficiency. There-
fore, each contract must set a ceiling 
price that the contractor exceeds at its 
own risk. Further, the recipient or sub-
recipient awarding such a contract 
must assert a high degree of oversight 
to obtain reasonable assurance that 
the contractor is using efficient meth-
ods and effective cost controls. 

(k) Settlement of contractual and ad-
ministrative issues. The recipient or sub-
recipient is responsible for the settle-
ment of all contractual and adminis-

trative issues arising out of its pro-
curement transactions. These issues in-
clude, but are not limited to, source 
evaluation, protests, disputes, and 
claims. These standards do not relieve 
the recipient or subrecipient of any 
contractual responsibilities under its 
contracts. The Federal agency will not 
substitute its judgment for that of the 
recipient or subrecipient unless the 
matter is primarily a Federal concern. 
The recipient or subrecipient must re-
port violations of law to the Federal, 
State, or local authority with proper 
jurisdiction. 

(l) Examples of labor and employment 
practices. (1) The procurement stand-
ards in this subpart do not prohibit re-
cipients or subrecipients from: 

(i) Using Project Labor Agreements 
(PLAs) or similar forms of pre-hire col-
lective bargaining agreements; 

(ii) Requiring construction contrac-
tors to use hiring preferences or goals 
for people residing in high-poverty 
areas, disadvantaged communities as 
defined by the Justice40 Initiative (see 
OMB Memorandum M–21–28), or high- 
unemployment census tracts within a 
region no smaller than the county 
where a federally funded construction 
project is located. The hiring pref-
erences or goals should be consistent 
with the policies and procedures of the 
recipient or subrecipient, and must not 
prohibit interstate hiring; 

(iii) Requiring a contractor to use 
hiring preferences or goals for individ-
uals with barriers to employment (as 
defined in section 3 of the Workforce 
Innovation and Opportunity Act (29 
U.S.C. 3102(24)), including women and 
people from underserved communities 
as defined by Executive Order 14091; 

(iv) Using agreements intended to en-
sure uninterrupted delivery of services; 
using agreements intended to ensure 
community benefits; or 

(v) Offering employees of a prede-
cessor contractor rights of first refusal 
under a new contract. 

(2) Recipients and subrecipients may 
use the practices listed in paragraph (1) 
if consistent with the U.S. Constitu-
tion, applicable Federal statutes and 
regulations, the objectives and pur-
poses of the applicable Federal finan-
cial assistance program, and other re-
quirements of this part. 
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§ 200.319 Competition. 
(a) All procurement transactions 

under the Federal award must be con-
ducted in a manner that provides full 
and open competition and is consistent 
with the standards of this section and 
§ 200.320. 

(b) To ensure objective contractor 
performance and eliminate unfair com-
petitive advantage, contractors that 
develop or draft specifications, require-
ments, statements of work, or invita-
tions for bids must be excluded from 
competing on those procurements. 

(c) Examples of situations that may 
restrict competition include, but are 
not limited to: 

(1) Placing unreasonable require-
ments on firms for them to qualify to 
do business; 

(2) Requiring unnecessary experience 
and excessive bonding; 

(3) Noncompetitive pricing practices 
between firms or between affiliated 
companies; 

(4) Noncompetitive contracts to con-
sultants that are on retainer contracts; 

(5) Organizational conflicts of inter-
est; 

(6) Specifying only a ‘‘brand name’’ 
product instead of allowing ‘‘an equal’’ 
product to be offered and describing 
the performance or other relevant re-
quirements of the procurement; and 

(7) Any arbitrary action in the pro-
curement process. 

(d) The recipient or subrecipient 
must have written procedures for pro-
curement transactions. These proce-
dures must ensure that all solicita-
tions: 

(1) Are made in accordance with 
§ 200.319(b); 

(2) Incorporate a clear and accurate 
description of the technical require-
ments for the property, equipment, or 
service being procured. The description 
may include a statement of the quali-
tative nature of the property, equip-
ment, or service to be procured. When 
necessary, the description must pro-
vide 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 equiv-

alent’’ description of features may be 
used to provide procurement require-
ments. The specific features of the 
named brand must be clearly stated; 
and 

(3) Identify any additional require-
ments which the offerors must fulfill 
and all other factors that will be used 
in evaluating bids or proposals. 

(e) The recipient or subrecipient 
must ensure that all prequalified lists 
of persons, firms, or products used in 
procurement transactions are current 
and include enough qualified sources to 
ensure maximum open competition. 
When establishing or amending 
prequalified lists, the recipient or sub-
recipient must consider objective fac-
tors that evaluate price and cost to 
maximize competition. The recipient 
or subrecipient must not preclude po-
tential bidders from qualifying during 
the solicitation period. 

(f) To the extent consistent with es-
tablished practices and legal require-
ments applicable to the recipient or 
subrecipient, this subpart does not pro-
hibit recipients or subrecipients from 
developing written procedures for pro-
curement transactions that incor-
porate a scoring mechanism that re-
wards bidders that commit to specific 
numbers and types of U.S. jobs, min-
imum compensation, benefits, on-the- 
job-training for employees making 
work products or providing services on 
a contract, and other worker protec-
tions. This subpart also does not pro-
hibit recipients and subrecipients from 
making inquiries of bidders about these 
subjects and assessing the responses. 
Any scoring mechanism must be con-
sistent with the U.S. Constitution, ap-
plicable Federal statutes and regula-
tions, and the terms and conditions of 
the Federal award. 

(g) Noncompetitive procurements can 
only be awarded in accordance with 
§ 200.320(c). 

§ 200.320 Procurement methods. 
There are three types of procurement 

methods described in this section: in-
formal procurement methods (for 
micro-purchases and simplified acquisi-
tions); formal procurement methods 
(through sealed bids or proposals); and 
noncompetitive procurement methods. 
For any of these methods, the recipient 
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or subrecipient must maintain and use 
documented procurement procedures, 
consistent with the standards of this 
section and §§ 200.317, 200.318, and 
200.319. 

(a) Informal procurement methods for 
small purchases. These procurement 
methods expedite the completion of 
transactions, minimize administrative 
burdens, and reduce costs. Informal 
procurement methods may be used 
when the value of the procurement 
transaction under the Federal award 
does not exceed the simplified acquisi-
tion threshold as defined in § 200.1. Re-
cipients and subrecipients may also es-
tablish a lower threshold. Informal pro-
curement methods include: 

(1) Micro-purchases—(i) Distribution. 
The aggregate amount of the procure-
ment transaction does not exceed the 
micro-purchase threshold defined in 
§ 200.1. To the extent practicable, the 
recipient or subrecipient should dis-
tribute micro-purchases equitably 
among qualified suppliers. 

(ii) Micro-purchase awards. Micro-pur-
chases may be awarded without solic-
iting competitive price or rate 
quotations if the recipient or sub-
recipient considers the price reason-
able based on research, experience, pur-
chase history, or other information; 
and maintains documents to support 
its conclusion. Purchase cards may be 
used as a method of payment for micro- 
purchases. 

(iii) Micro-purchase thresholds. The re-
cipient or subrecipient is responsible 
for determining and documenting an 
appropriate micro-purchase threshold 
based on internal controls, an evalua-
tion of risk, and its documented pro-
curement procedures. The micro-pur-
chase threshold used by the recipient 
or subrecipient must be authorized or 
not prohibited under State, local, or 
tribal laws or regulations. The recipi-
ent or subrecipient may establish a 
threshold higher than the Federal 
threshold established in the Federal 
Acquisition Regulations (FAR) in ac-
cordance with paragraphs (a)(1)(iv) and 
(v) of this section. 

(iv) Recipient or subrecipient increase 
to the micro-purchase threshold up to 
$50,000. The recipient or subrecipient 
may establish a threshold higher than 
the micro-purchase threshold identi-

fied in the FAR in accordance with the 
requirements of this section. The re-
cipient or subrecipient may self-certify 
a threshold up to $50,000 on an annual 
basis and must maintain documenta-
tion to be made available to the Fed-
eral agency or pass-through entity and 
auditors in accordance with § 200.334. 
The self-certification must include a 
justification, clear identification of the 
threshold, and supporting documenta-
tion of any of the following: 

(A) A qualification as a low-risk 
auditee, in accordance with the criteria 
in § 200.520 for the most recent audit; 

(B) An annual internal institutional 
risk assessment to identify, mitigate, 
and manage financial risks; or, 

(C) For public institutions, a higher 
threshold is consistent with State law. 

(v) Recipient or subrecipient increase to 
the micro-purchase threshold over $50,000. 
Micro-purchase thresholds higher than 
$50,000 must be approved by the cog-
nizant agency for indirect costs. The 
recipient or subrecipient must submit 
a request that includes the require-
ments in paragraph (a)(1)(iv) of this 
section. The increased threshold is 
valid until any factor that was relied 
on in the establishment and rationale 
of the threshold changes. 

(2) Simplified acquisitions—(i) Sim-
plified acquisition procedures. The aggre-
gate dollar amount of the procurement 
transaction is higher than the micro- 
purchase threshold but does not exceed 
the simplified acquisition threshold. If 
simplified acquisition procedures are 
used, price or rate quotations must be 
obtained from an adequate number of 
qualified sources. Unless specified by 
the Federal agency, the recipient or 
subrecipient may exercise judgment in 
determining what number is adequate. 

(ii) Simplified acquisition thresholds. 
The recipient or subrecipient is respon-
sible for determining an appropriate 
simplified acquisition threshold based 
on internal controls, an evaluation of 
risk, and its documented procurement 
procedures, which may be lower than, 
but must not exceed, the threshold es-
tablished in the FAR. 

(b) Formal procurement methods. For-
mal procurement methods are required 
when the value of the procurement 
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