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(1) The date on which all work under 
an award is completed; or 

(2) The date on which Federal spon-
sorship ends, as given on the award 
document or any supplement or amend-
ment thereto. 

Third party in-kind contributions. The 
value of non-cash contributions pro-
vided by non-Federal third parties. 
Third party in-kind contributions may 
be in the form of real property, equip-
ment, supplies and other expendable 
property, and the value of goods and 
services directly benefiting and specifi-
cally identifiable to the project or pro-
gram. 

Unobligated balance. The portion of 
the funds authorized by a DoD Compo-
nent that has not been obligated by the 
recipient and is determined by deduct-
ing the cumulative obligations from 
the cumulative funds authorized.

§ 34.3 Deviations. 
(a) Individual deviations. Individual 

deviations affecting only one award 
may be approved by DoD Components 
in accordance with procedures stated 
in 32 CFR 21.125(a). 

(b) Small awards. DoD Components 
may apply less restrictive require-
ments than the provisions of this part 
when awarding small awards, except 
for those requirements which are stat-
utory. 

(c) Other class deviations. For classes 
of awards other than small awards, the 
Director, Defense Research and Engi-
neering, or his or her designee, may 
grant exceptions from the require-
ments of this part when exceptions are 
not prohibited by statute. DoD Compo-
nents shall request approval for such 
deviations in accordance with 32 CFR 
21.125 (b) and (c).

§ 34.4 Special award conditions. 
(a) Grants officers may impose addi-

tional requirements as needed, over 
and above those provided in this part, 
if an applicant or recipient: 

(1) Has a history of poor performance; 
(2) Is not financially stable; 
(3) Has a management system that 

does not meet the standards prescribed 
in this part; 

(4) Has not conformed to the terms 
and conditions of a previous award; or 

(5) Is not otherwise responsible. 

(b) Before imposing additional re-
quirements, DoD Components shall no-
tify the applicant or recipient in writ-
ing as to: 

(1) The nature of the additional re-
quirements; 

(2) The reason why the additional re-
quirements are being imposed; 

(3) The nature of the corrective ac-
tion needed; 

(4) The time allowed for completing 
the corrective actions; and 

(5) The method for requesting recon-
sideration of the additional require-
ments imposed. 

(c) Any special conditions shall be 
promptly removed once the conditions 
that prompted them have been cor-
rected. 

(d) Grants officers: 
(1) Should coordinate the imposition 

and removal of special award condi-
tions with the cognizant grants admin-
istration office identified in 32 CFR 
22.710. 

(2) Shall include in the award file the 
written notification to the recipient, 
described in paragraph (b) of this sec-
tion, and the documentation required 
by 32 CFR 22.410(b).

Subpart B—Post-award 
Requirements

FINANCIAL AND PROGRAM MANAGEMENT

§ 34.10 Purpose of financial and pro-
gram management. 

Sections 34.11 through 34.17 prescribe 
standards for financial management 
systems; methods for making pay-
ments; and rules for cost sharing and 
matching, program income, revisions 
to budgets and program plans, audits, 
allowable costs, and fee and profit.

§ 34.11 Standards for financial man-
agement systems. 

(a) Recipients shall be allowed and 
encouraged to use existing financial 
management systems established for 
doing business in the commercial mar-
ketplace, to the extent that the sys-
tems comply with Generally Accepted 
Accounting Principles (GAAP) and the 
minimum standards in this section. As 
a minimum, a recipient’s financial 
management system shall provide: 
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(1) Effective control of all funds. Con-
trol systems must be adequate to en-
sure that costs charged to Federal 
funds and those counted as the recipi-
ent’s cost share or match are con-
sistent with requirements for cost rea-
sonableness, allowability, and 
allocability in the applicable cost prin-
ciples (see § 34.17) and in the terms and 
conditions of the award. 

(2) Accurate, current and complete 
records that document for each project 
funded wholly or in part with Federal 
funds the source and application of the 
Federal funds and the recipient’s re-
quired cost share or match. These 
records shall: 

(i) Contain information about re-
ceipts, authorizations, assets, expendi-
tures, program income, and interest. 

(ii) Be adequate to make comparisons 
of outlays with budgeted amounts for 
each award (as required for pro-
grammatic and financial reporting 
under § 34.41. Where appropriate, finan-
cial information should be related to 
performance and unit cost data. Note 
that unit cost data are generally not 
appropriate for awards that support re-
search. 

(3) To the extent that advance pay-
ments are authorized under § 34.12, pro-
cedures that minimize the time elaps-
ing between the transfer of funds to the 
recipient from the Government and the 
recipient’s disbursement of the funds 
for program purposes. 

(4) The recipient shall have a system 
to support charges to Federal awards 
for salaries and wages, whether treated 
as direct or indirect costs. Where em-
ployees work on multiple activities or 
cost objectives, a distribution of their 
salaries and wages will be supported by 
personnel activity reports which must: 

(i) Reflect an after the fact distribu-
tion of the actual activity of each em-
ployee. 

(ii) Account for the total activity for 
which each employee is compensated. 

(iii) Be prepared at least monthly, 
and coincide with one or more pay peri-
ods. 

(b) Where the Federal Government 
guarantees or insures the repayment of 
money borrowed by the recipient, the 
DoD Component, at its discretion, may 
require adequate bonding and insur-
ance if the bonding and insurance re-

quirements of the recipient are not 
deemed adequate to protect the inter-
est of the Federal Government. 

(c) The DoD Component may require 
adequate fidelity bond coverage where 
the recipient lacks sufficient coverage 
to protect the Federal Government’s 
interest. 

(d) Where bonds are required in the 
situations described above, the bonds 
shall be obtained from companies hold-
ing certificates of authority as accept-
able sureties, as prescribed in 31 CFR 
part 223, ‘‘Surety Companies Doing 
Business with the United States.’’

§ 34.12 Payment. 

(a) Methods available. Payment meth-
ods for awards with for-profit organiza-
tions are: 

(1) Reimbursement. Under this method, 
the recipient requests reimbursement 
for costs incurred during a time period. 
In cases where the recipient submits 
each request for payment to the grants 
officer, the DoD payment office reim-
burses the recipient by electronic funds 
transfer or check after approval of the 
request by the grants officer des-
ignated to do so. 

(2) Advance payments. Under this 
method, a DoD Component makes a 
payment to a recipient based upon pro-
jections of the recipient’s cash needs. 
The payment generally is made upon 
the recipient’s request, although pre-
determined payment schedules may be 
used when the timing of the recipient’s 
needs to disburse funds can be pre-
dicted in advance with sufficient accu-
racy to ensure compliance with para-
graph (b)(2)(iii) of this section. 

(b) Selecting a method. (1) The pre-
ferred payment method is the reim-
bursement method, as described in 
paragraph (a)(1) of this section 

(2) Advance payments, as described in 
paragraph (a)(2) of this section, may be 
used in exceptional circumstances, sub-
ject to the following conditions: 

(i) The grants officer, in consultation 
with the program official, must judge 
that advance payments are necessary 
or will materially contribute to the 
probability of success of the project 
contemplated under the award (e.g., as 
startup funds for a project performed 
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