
106 

2 CFR Ch. II (1–1–14 Edition) § 200.304 

information and other information the 
Federal awarding agency or pass- 
through entity designates as sensitive 
or the non-Federal entity considers 
sensitive consistent with applicable 
Federal, state and local laws regarding 
privacy and obligations of confiden-
tiality. 

§ 200.304 Bonds. 
The Federal awarding agency may in-

clude a provision on bonding, insur-
ance, or both in the following cir-
cumstances: 

(a) Where the Federal government 
guarantees or insures the repayment of 
money borrowed by the recipient, the 
Federal awarding agency, at its discre-
tion, may require adequate bonding 
and insurance if the bonding and insur-
ance requirements of the non-Federal 
entity are not deemed adequate to pro-
tect the interest of the Federal govern-
ment. 

(b) The Federal awarding agency may 
require adequate fidelity bond coverage 
where the non-Federal entity lacks suf-
ficient coverage to protect the Federal 
government’s interest. 

(c) Where bonds are required in the 
situations described above, the bonds 
must 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.’’ 

§ 200.305 Payment. 
(a) For states, payments are gov-

erned by Treasury-State CMIA agree-
ments and default procedures codified 
at 31 CFR Part 205 ‘‘Rules and Proce-
dures for Efficient Federal-State Funds 
Transfers’’ and TFM 4A–2000 Overall 
Disbursing Rules for All Federal Agen-
cies. 

(b) For non-Federal entities other 
than states, payments methods must 
minimize the time elapsing between 
the transfer of funds from the United 
States Treasury or the pass-through 
entity and the disbursement by the 
non-Federal entity whether the pay-
ment is made by electronic funds 
transfer, or issuance or redemption of 
checks, warrants, or payment by other 
means. See also § 200.302 Financial 
management paragraph (f). Except as 
noted elsewhere in this part, Federal 

agencies must require recipients to use 
only OMB-approved standard govern-
mentwide information collection re-
quests to request payment. 

(1) The non-Federal entity must be 
paid in advance, provided it maintains 
or demonstrates the willingness to 
maintain both written procedures that 
minimize the time elapsing between 
the transfer of funds and disbursement 
by the non-Federal entity, and finan-
cial management systems that meet 
the standards for fund control and ac-
countability as established in this part. 
Advance payments to a non-Federal en-
tity must be limited to the minimum 
amounts needed and be timed to be in 
accordance with the actual, immediate 
cash requirements of the non-Federal 
entity in carrying out the purpose of 
the approved program or project. The 
timing and amount of advance pay-
ments must be as close as is adminis-
tratively feasible to the actual dis-
bursements by the non-Federal entity 
for direct program or project costs and 
the proportionate share of any allow-
able indirect costs. The non-Federal 
entity must make timely payment to 
contractors in accordance with the 
contract provisions. 

(2) Whenever possible, advance pay-
ments must be consolidated to cover 
anticipated cash needs for all Federal 
awards made by the Federal awarding 
agency to the recipient. 

(i) Advance payment mechanisms in-
clude, but are not limited to, Treasury 
check and electronic funds transfer and 
should comply with applicable guid-
ance in 31 CFR part 208. 

(ii) Non-Federal entities must be au-
thorized to submit requests for advance 
payments and reimbursements at least 
monthly when electronic fund transfers 
are not used, and as often as they like 
when electronic transfers are used, in 
accordance with the provisions of the 
Electronic Fund Transfer Act (15 
U.S.C. 1601). 

(3) Reimbursement is the preferred 
method when the requirements in para-
graph (b) cannot be met, when the Fed-
eral awarding agency sets a specific 
condition per § 200.207 Specific condi-
tions, or when the non-Federal entity 
requests payment by reimbursement. 
This method may be used on any Fed-
eral award for construction, or if the 
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