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(c) Salary supplements are eligible 
for USAID financing only when author-
ized in accordance with USAID policy 
established in the cable State 119780 
dated April 15, 1988 (on ADS-CD under 
USAID Handbooks, Handbook 1). If sal-
ary supplements have been authorized 
in a particular case, the Contracting 
Officer shall provide written approval 
to the contractor in order for such 
costs to be eligible. Any specific re-
quirements or limitations shall be 
specified in the approval. 

(d) Contracting Officers shall insert 
the Clause at 752.231–71 in all contracts 
in which there is a possibility of the 
need of HG employees. It should also be 
inserted in all subsequent sub-
contracts. 

[64 FR 16649, Apr. 6, 1999] 

Subpart 731.3—Contracts With 
Educational Institutions 

731.370 Predetermined fixed rates for 
indirect costs. 

Section 635(k) of the Foreign Assist-
ance Act of 1961, as amended, author-
izes USAID to use predetermined fixed 
rates in determining the indirect costs 
applicable under contracts with edu-
cational institutions. 

731.371 Compensation for personal 
services. 

(a) General. When establishing the 
workweek for employees overseas the 
contractor will take local and USAID 
Mission practice into account and will 
ensure that the workweek is compat-
ible with that of those USAID Mission 
and Cooperating Country employees 
with whom the contractor will be 
working. 

(b) Salaries and wages. (1) The policies 
set forth in AIDAR 731.205–6(b) are also 
applicable to contracts with a non-
profit organization. 

(2) In considering consulting income 
as a factor when determining allowable 
salary for service under a contract: 

(i) For faculty members working 
under annual appointments, salary for 
service under the contract may include 
the employee’s on-campus salary plus 
‘‘consulting income’’ (that is, income 
from employment other than the em-
ployee’s regular on-campus appoint-

ment, excluding business or other ac-
tivities not connected with the employ-
ee’s profession) earned during the year 
preceding employment under the con-
tract. 

(ii) For faculty members working 
under academic year appointments, 
salary for service under the contract 
may include the employee’s on-campus 
academic year salary plus ‘‘consulting 
income’’ as defined above earned dur-
ing the year proceeding employment 
under the contract, or salary for serv-
ice under the contract may be derived 
by annualizing the academic year sal-
ary (in which case ‘‘consulting income’’ 
may not be included). 

(3) USAID policies and compensation 
of third country national or cooper-
ating country national employees are 
set forth in AIDAR 722.170. 

[57 FR 5236, Feb. 13, 1992, as amended at 60 
FR 11913, Mar. 3, 1995; 62 FR 40469, July 29, 
1997; 64 FR 5008, Feb. 2, 1999; 72 FR 19669, Apr. 
19, 2007] 

731.372 Fringe benefits. 
USAID’s policies on certain fringe 

benefits related to overseas service, in-
cluding but not limited to leave, holi-
days, differentials and allowances, etc. 
are set forth in the appropriate con-
tract clauses in AIDAR 752.70. 

[57 FR 5236, Feb. 13, 1992] 

731.373 Overseas recruitment incen-
tive. 

USAID’s policies regarding overseas 
recruitment incentives are set forth in 
AIDAR 731.205–70. These policies are 
also applicable to contracts with an 
educational institution. 

[57 FR 5236, Feb. 13, 1992] 

Subpart 731.7—Contracts With 
Nonprofit Organizations 

731.770 OMB Circular A–122, cost prin-
ciples for nonprofit organizations; 
USAID implementation. 

(a) Paragraph 6 of the transmittal 
letter for OMB Circular A–122 specifies 
that ‘‘Agencies shall designate a liai-
son official to serve as the agency rep-
resentative on matters relating to the 
implementation of this Circular.’’ The 
Director, Office of Acquisition and As-
sistance, has been so designated. The 
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Overhead and Special Cost and Con-
tract Close-Out Branch, Office of Ac-
quisition and Assistance (OCC) pro-
vides staff assistance to the Director 
concerning OMB Circular A–122. OCC is 
also responsible for obtaining cog-
nizance under the criteria in the trans-
mittal letter for OMB Circular A–122; 
for liaison with other cognizant agen-
cies; for authorizing exclusion of OMB 
Circular A–122 coverage for a particular 
nonprofit organization pursuant to 
paragraph 5 of the OMB Circular A–122 
transmittal letter; and for advice and 
assistance in applying OMB Circular A– 
122 cost principles. 

(b) Paragraph 4b of the OMB Circular 
A–122 transmittal letter contains a def-
inition of prior approval as follows: 

Prior approval means securing the award-
ing agency’s permission in advance to incur 
costs for those items that are designated as 
requiring prior approval by OMB Circular A– 
122. Generally, this permission will be in 
writing. Where an item of cost requiring 
prior approval is specified in the budget of an 
award, approval of the budget constitute ap-
proval of that cost. 

Consequently, an award containing a 
budget constitutes prior approval of 
the direct cost item in the budget, un-
less otherwise annotated. Accordingly, 
award budgets should be appropriately 
annotated substantially as follows: 

Inclusion of any cost in the line item budg-
et of this award does not obviate the require-
ment for prior approval of cost items des-
ignated as requiring prior approval by OMB 
Circular A–122 ; or 

In accordance with the requirements to 
OMB Circular No. A–122, approval is granted 
to incur costs for (name specific item or 
items) which are included in the budget of 
this award. 

[49 FR 13250, Apr. 3, 1984, as amended at 50 
FR 50302, Dec. 10, 1985; 51 FR 20651, June 6, 
1986; 56 FR 67225, Dec. 30, 1991; 72 FR 19670, 
Apr. 19, 2007] 

731.771 Bid and proposal costs. 
Pending the establishment of Gov-

ernment-wide principles in Attachment 
B of OMB Circular A–122, USAID will 
treat bid and proposal costs as follows: 

(a) Bid and proposal costs are the 
costs of preparing bids, proposals, and 
applications for potential activities 
such as Government and non-Govern-
ment grants, contracts and other 
agreements, including the development 

of scientific, cost, and other data need-
ed to support such bids, proposals, and 
applications. Except as provided in (b) 
below, bid and proposal costs of the 
current accounting period of both suc-
cessful and unsuccessful bids and pro-
posals normally should be treated as 
indirect costs for allocation to all cur-
rent activities, and no bid and proposal 
costs of past accounting periods will be 
allocable to the current period. How-
ever, if the organization’s established 
practice is to treat bid and proposal 
costs by some other method, the re-
sults obtained may be accepted only if 
found to be reasonable and equitable. 

(b) Bid and proposal costs incurred by 
the organization to obtain unrestricted 
funds are to be treated as fund raising 
and allocated an appropriate share of 
indirect costs under the conditions de-
scribed in paragraph B.3 of Attachment 
A to OMB Circular A–122. 

731.772 Compensation for personal 
services. 

The policies set for in AIDAR 731.205– 
6 are also applicable to contracts with 
a nonprofit organization. 

[57 FR 5236, Feb. 13, 1992] 

731.773 Independent research and de-
velopment costs. 

Pending establishment of Govern-
ment-wide principles in Attachment B 
of OMB Circular A–122, USAID will 
apply the cost principles at FAR 31.205– 
18 for independent research and devel-
opment costs. 

731.774 Overseas recruitment incen-
tive. 

USAID’s policies regarding overseas 
recruitment incentives are set forth in 
AIDAR 731.205–70. These policies are 
also applicable to contracts with a non-
profit organization. 

[57 FR 5236, Feb. 13, 1992] 

PART 732—CONTRACT FINANCING 

Subpart 732.1—General 

Sec. 
732.111 Contract clauses. 

Subpart 732.4—Advance Payments 

732.401 Statutory authority. 
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