Social Security Administration

stipulated will also be deducted from
outlays.

(1) Deduction. Ordinarily program in-
come must be deducted from total al-
lowable costs to determine the net al-
lowable costs. Program income must be
used for current costs unless SSA au-
thorizes otherwise. Program income
that the grantee did not anticipate at
the time of the award must be used to
reduce SSA and grantee contributions
rather than to increase the funds com-
mitted to the project.

(2) Addition. When authorized, pro-
gram income may be added to the
funds committed to the grant agree-
ment by SSA and the grantee. The pro-
gram income must be used for the pur-
poses and under the conditions of the
grant agreement.

(3) Cost sharing or matching. When au-
thorized, program income may be used
to meet the cost sharing or matching
requirement of the grant agreement.
The amount of the Federal grant award
remains the same.

(h) Income after the award period.
There are no Federal requirements gov-
erning the disposition of program in-
come earned after the end of the award
period (i.e., until the ending date of the
final financial report, see paragraph (a)
of this section), unless the terms of the
agreement or SSA regulations provide
otherwise.

§437.26 Non-Federal audit.

(a) Basic Rule. Grantees and sub-
grantees are responsible for obtaining
audits in accordance with the Single
Audit Act Amendments of 1996 (31
U.S.C. 7501-7507) and revised OMB Cir-
cular A-133, ““Audits of States, Local
Governments, and Non-Profit Organi-
zations.” The audits must be made by
an independent auditor in accordance
with generally accepted government
auditing standards covering financial
audits.

(b) Subgrantees. State or local govern-
ments, as those terms are defined for
purposes of the Single Audit Act
Amendments of 1996, that provide Fed-
eral awards to a subgrantee, which ex-
pends $300,000 or more (or other
amount as specified by OMB) in Fed-
eral awards in a fiscal year, must:

(1) Determine whether State or local
subgrantees have met the audit re-

§437.30

quirements of the Act and whether sub-
grantees covered by OMB Circular A-
110, “Uniform Administrative Require-
ments for Grants and Agreements with
Institutions of Higher Education, Hos-
pitals, and Other Non-Profit Organiza-
tions,”” have met the audit require-
ments of the Act. Commercial contrac-
tors (private for-profit and private and
governmental organizations) providing
goods and services to State and local
governments are not required to have a
single audit performed. State and local
governments should use their own pro-
cedures to ensure that the contractor
has complied with laws and regulations
affecting the expenditure of Federal
funds;

(2) Determine whether the sub-
grantee spent Federal assistance funds
provided in accordance with applicable
laws and regulations. This may be ac-
complished by reviewing an audit of
the subgrantee made in accordance
with the Act, Circular A-110, or
through other means (e.g., program re-
views) if the subgrantee has not had
such an audit;

(3) Ensure that appropriate correc-
tive action is taken within six months
after receipt of the audit report in in-
stance of noncompliance with Federal
laws and regulations;

(4) Consider whether subgrantee au-
dits necessitate adjustment of the
grantee’s own records; and

(5) Require each subgrantee to permit
independent auditors to have access to
the records and financial statements.

(c) Auditor selection. In arranging for

audit services, grantees and sub-
grantees must follow the rules in
§437.36.

CHANGES, PROPERTY, AND SUBAWARDS

§437.30 Changes.

(a) General. Grantees and subgrantees
are permitted to rebudget within the
approved direct cost budget to meet
unanticipated requirements and may
make limited program changes to the
approved project. However, unless
waived by the SSA, certain types of
post-award changes in budgets and
projects require the prior written ap-
proval of SSA. Approvals are not valid
unless they are in writing, and signed
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by at least one of the following SSA of-
ficials:

(1) The responsible SSA Grants Man-
agement Officer; or

(2) The SSA Commissioner or subor-
dinate official with proper delegated
authority from the Commissioner.

(b) Relation to cost principles. The ap-
plicable cost principles (see §437.22)
contain requirements for prior ap-
proval of certain types of costs. Except
where waived, those requirements
apply to all grants and subgrants even
if paragraphs (c) through (f) of this sec-
tion do not.

(c) Budget changes. (1) Nonconstruction
projects. Except as stated in other SSA
regulations or an award document,
grantees or subgrantees must obtain
prior approval from SSA whenever any
of the following changes is anticipated
under a nonconstruction award:

(i) Any revision which would result
in the need for additional funding.

(ii) Unless waived by SSA, cumu-
lative transfers among direct cost cat-
egories, or, if applicable, among sepa-
rately budgeted programs, projects,
functions, or activities which exceed or
are expected to exceed ten percent of
the current total approved budget,
whenever SSA’s share exceeds $100,000.

(iii) Transfer of funds allotted for
training allowances (i.e., from direct
payments to trainees to other expense
categories).

(2) Construction projects. Grantees and
subgrantees must obtain prior written
approval for any budget revision that
would result in the need for additional
funds.

(3) Combined construction and non-
construction projects. When a grant or
subgrant provides funding for both con-
struction and nonconstruction activi-
ties, the grantee or subgrantee must
obtain prior written approval from
SSA before making any fund or budget
transfer from nonconstruction to con-
struction or vice versa.

(d) Programmatic changes. Grantees or
subgrantees must obtain the prior ap-
proval from SSA whenever any of the
following actions is anticipated:

(1) Any revision of the scope or objec-
tives of the project (regardless of
whether there is an associated budget
revision requiring prior approval).
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(2) Need to extend the period of avail-
ability of funds.

(3) Changes in key persons in cases
where specified in an application or a
grant award. In research projects, a
change in the project director or prin-
cipal investigator always requires ap-
proval unless waived by SSA.

(4) Under nonconstruction projects,
contracting out, subgranting (if au-
thorized by law) or otherwise obtaining
the services of a third party to perform
activities that are central to the pur-
poses of the award. This approval re-
quirement is in addition to the ap-
proval requirements of §437.36 but does
not apply to the procurement of equip-
ment, supplies, and general support
services.

(5) Providing medical care to individ-
uals under research grants.

(e) Additional prior approval require-
ments. SSA may not require prior ap-
proval for any budget revision that is
not described in paragraph (c) of this
section.

(f) Requesting prior approval. (1) A re-
quest for prior approval of any budget
revision will be in the same budget for-
mat the grantee used in its application
and must be accompanied by a nar-
rative justification for the proposed re-
vision.

(2) A request for a prior approval
under the applicable Federal cost prin-
ciples (see §437.22) may be made by let-
ter.

(3) A request by a subgrantee for
prior approval must be addressed in
writing to the grantee. The grantee
will promptly review such request and
must approve or disapprove the request
in writing. A grantee may not approve
any budget or project revision that is
inconsistent with the purpose or terms
and conditions of the Federal grant to
the grantee. If the revision requested
by the subgrantee would result in a
change to the grantee’s approved
project that requires Federal prior ap-
proval, the grantee must obtain SSA’s
approval before approving the sub-
grantee’s request.

§437.31 Real property.

(a) Title. Subject to the obligations
and conditions set forth in this section,
title to real property acquired under a
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