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cases, the grantee must inform the 
Federal agency as soon as the following 
types of conditions become known: 

(1) Problems, delays, or adverse con-
ditions which will materially impair 
the ability to meet the objective of the 
award. This disclosure must include a 
statement of the action taken, or con-
templated, and any assistance needed 
to resolve the situation. 

(2) Favorable developments which en-
able meeting time schedules and objec-
tives sooner or at less cost than antici-
pated or producing more beneficial re-
sults than originally planned. 

(e) Federal agencies may make site 
visits as warranted by program needs. 

(f) Waivers, extensions. (1) Federal 
agencies may waive any performance 
report required by this part if not need-
ed. 

(2) The grantee may waive any per-
formance report from a subgrantee 
when not needed. The grantee may ex-
tend the due date for any performance 
report from a subgrantee if the grantee 
will still be able to meet its perform-
ance reporting obligations to the Fed-
eral agency. 

§ 85.41 Financial reporting. 
(a) General. (1) Except as provided in 

paragraphs (a) (2) and (5) of this sec-
tion, grantees will use only the forms 
specified in paragraphs (a) through (e) 
of this section, and such supple-
mentary or other forms as may from 
time to time be authorized by OMB, 
for: 

(i) Submitting financial reports to 
Federal agencies, or 

(ii) Requesting advances or reim-
bursements when letters of credit are 
not used. 

(2) Grantees need not apply the forms 
prescribed in this section in dealing 
with their subgrantees. However, 
grantees shall not impose more burden-
some requirements on subgrantees. 

(3) Grantees shall follow all applica-
ble standard and supplemental Federal 
agency instructions approved by OMB 
to the extent required under the Paper-
work Reduction Act of 1980 for use in 
connection with forms specified in 
paragraphs (b) and (c) of this section. 
Federal agencies may issue substantive 
supplementary instructions only with 
the approval of OMB. Federal agencies 

may shade out or instruct the grantee 
to disregard any line item that the 
Federal agency finds unnecessary for 
its decisionmaking purposes. 

(4) Grantees will not be required to 
submit more than the original and two 
copies of forms required under this 
part. 

(5) Federal agencies may provide 
computer outputs to grantees to expe-
dite or contribute to the accuracy of 
reporting. Federal agencies may accept 
the required information from grantees 
in machine usable format or computer 
printouts instead of prescribed forms. 

(6) Federal agencies may waive any 
report required by this section if not 
needed. 

(7) Federal agencies may extend the 
due date of any financial report upon 
receiving a justified request from a 
grantee. 

(b) Financial Status Report—(1) Form: 
Grantees will use the FFR to report 
the status of funds for all non-con-
struction grants, for construction 
grants or grants which include both 
construction and non-construction ac-
tivities as determined by HUD. 

(2) Accounting basis. HUD shall pre-
scribe whether the FFR shall be on a 
cash or accrual basis. If HUD requires 
accrual information and the grantee’s 
accounting records are not normally 
kept on the accrual basis, the grantee 
shall not be required to convert its ac-
counting system but shall develop such 
accrual information through an anal-
ysis of the documentation on hand. 

(3) HUD shall determine the fre-
quency of the FFR for each project or 
program, considering the size and com-
plexity of the particular project or pro-
gram. However, the report will not be 
required more frequently than quar-
terly or less frequently than annually. 
The reporting period end dates shall be 
March 31, June 30, September 30 or De-
cember 31. A final FFR shall be re-
quired at the completion of the award 
agreement and shall use the end date of 
the project or grant period as the re-
porting end date. 

(4) HUD requires recipients to submit 
the FFR (original and two copies), not 
later than 30 days after the end of each 
specified reporting period for quarterly 
and semiannual reports and 90 days for 
annual reports. Final reports shall be 
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submitted no later than 90 days after 
the expiration or termination of grant 
support. 

(c) (1) For grants paid by Treasury 
check advances or electronic transfer 
of funds, the grantee will submit the 
FFR, unless the terms of the award ex-
empt the grantee from this require-
ment or proscribe an alternate method 
of financial reporting. HUD will use 
these reports to monitor cash advanced 
to grantees and to obtain disbursement 
or financial status information for 
each grant from grantees. The format 
of the FFR may be adapted as appro-
priate when reporting is to be accom-
plished with the assistance of auto-
matic data processing equipment pro-
vided that the information to be sub-
mitted is not changed in substance. 
HUD may require forecasts of Federal 
cash requirements in the ‘‘Remarks’’ 
section of the report. 

(2) Cash in hands of subgrantees. When 
considered necessary and feasible HUD 
may require grantees to report the 
amount of cash advances in excess of 
three days’ needs in the hands of their 
subgrantees or contractors and to pro-
vide short narrative explanations of ac-
tions taken by the grantee to reduce 
the excess balances. 

[53 FR 8068, 8087, Mar. 11, 1988, as amended at 
75 FR 41090, July 15, 2010] 

§ 85.42 Retention and access require-
ments for records. 

(a) Applicability. (1) This section ap-
plies to all financial and programmatic 
records, supporting documents, statis-
tical records, and other records of 
grantees or subgrantees which are: 

(i) Required to be maintained by the 
terms of this part, program regulations 
or the grant agreement, or 

(ii) Otherwise reasonably considered 
as pertinent to program regulations or 
the grant agreement. 

(2) This section does not apply to 
records maintained by contractors or 
subcontractors. For a requirement to 
place a provision concerning records in 
certain kinds of contracts, see 
§ 85.36(i)(10). 

(b) Length of retention period. (1) Ex-
cept as otherwise provided, records 
must be retained for three years from 
the starting date specified in paragraph 
(c) of this section. 

(2) If any litigation, claim, negotia-
tion, audit or other action involving 
the records has been started before the 
expiration of the 3-year period, the 
records must be retained until comple-
tion of the action and resolution of all 
issues which arise from it, or until the 
end of the regular 3-year period, which-
ever is later. 

(3) To avoid duplicate recordkeeping, 
awarding agencies may make special 
arrangements with grantees and sub-
grantees to retain any records which 
are continuously needed for joint use. 
The awarding agency will request 
transfer of records to its custody when 
it determines that the records possess 
long-term retention value. When the 
records are transferred to or main-
tained by the Federal agency, the 3- 
year retention requirement is not ap-
plicable to the grantee or subgrantee. 

(c) Starting date of retention period—(1) 
General. When grant support is contin-
ued or renewed at annual or other in-
tervals, the retention period for the 
records of each funding period starts on 
the day the grantee or subgrantee sub-
mits to the awarding agency its single 
or last expenditure report for that pe-
riod. However, if grant support is con-
tinued or renewed quarterly, the reten-
tion period for each year’s records 
starts on the day the grantee submits 
its expenditure report for the last quar-
ter of the Federal fiscal year. In all 
other cases, the retention period starts 
on the day the grantee submits its 
final expenditure report. If an expendi-
ture report has been waived, the reten-
tion period starts on the day the report 
would have been due. 

(2) Real property and equipment 
records. The retention period for real 
property and equipment records starts 
from the date of the disposition or re-
placement or transfer at the direction 
of the awarding agency. 

(3) Records for income transactions 
after grant or subgrant support. In some 
cases grantees must report income 
after the period of grant support. 
Where there is such a requirement, the 
retention period for the records per-
taining to the earning of the income 
starts from the end of the grantee’s fis-
cal year in which the income is earned. 
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