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are withheld by grantees or sub-
grantees from payment to contractors 
to assure satisfactory completion of 
work. Payments shall be made by the 
Federal agency when the grantees or 
subgrantees actually disburse the with-
held funds to the contractors or to es-
crow accounts established to assure 
satisfactory completion of work. 

(h) Cash depositories. (1) Consistent 
with the national goal of expanding the 
opportunities for minority business en-
terprises, grantees and subgrantees are 
encouraged to use minority banks (a 
bank which is owned at least 50 percent 
by minority group members). A list of 
minority owned banks can be obtained 
from the Minority Business Develop-
ment Agency, Department of Com-
merce, Washington, DC 20230. 

(2) A grantee or subgrantee shall 
maintain a separate bank account only 
when required by Federal-State agree-
ment. 

(i) Interest earned on advances. Except 
for interest earned on advances of 
funds exempt under the Intergovern-
mental Cooperation Act (31 U.S.C. 6501 
et seq.) and the Indian Self-Determina-
tion Act (23 U.S.C. 450), grantees and 
subgrantees shall promptly, but at 
least quarterly, remit interest earned 
on advances to the Federal agency. The 
grantee or subgrantee may keep inter-
est amounts up to $100 per year for ad-
ministrative expenses. 

(j) 23 U.S.C. 121 limits payments to 
States for highway construction 
projects to the Federal share of the 
costs of construction incurred to date, 
plus the Federal share of the value of 
stockpiled materials. 

(k) Section 404 of the Surface Trans-
portation Assistance Act of 1982 directs 
the Secretary to reimburse States for 
the Federal share of costs incurred. 

[53 FR 8086, 8087, Mar. 11, 1988] 

§ 18.22 Allowable costs. 
(a) Limitation on use of funds. Grant 

funds may be used only for: 
(1) The allowable costs of the grant-

ees, subgrantees and cost-type contrac-
tors, including allowable costs in the 
form of payments to fixed-price con-
tractors; and 

(2) Reasonable fees or profit to cost- 
type contractors but not any fee or 
profit (or other increment above allow-

able costs) to the grantee or sub-
grantee. 

(b) Applicable cost principles. For each 
kind of organization, there is a set of 
Federal principles for determining al-
lowable costs. Allowable costs will be 
determined in accordance with the cost 
principles applicable to the organiza-
tion incurring the costs. The following 
chart lists the kinds of organizations 
and the applicable cost principles. 

For the costs of a Use the principles in— 

State, local or federal-recog-
nized Indian tribal govern-
ment.

2 CFR part 225. 

Private nonprofit organization 
other than an (1) Institution 
of higher education, (2) 
hospital, or (3) organization 
named in 2 CFR part 230, 
Appendix C, as not subject 
to that part.

2 CFR part 230. 

Institutions of Higher Edu-
cation.

2 CFR part 220. 

For-profit organizations other 
than a hospital, commercial 
organization or a non-profit 
organization listed in 2 
CFR part 230, Appendix C, 
as not subject to that part.

48 CFR part 31. Contract 
Cost Principles and Proce-
dures, or uniform cost ac-
counting standards that 
comply with cost principles 
acceptable to the Federal 
agency. 

(c) The overhead cost principles of 
OMB Circular A–87 shall not apply to 
State highway agencies for FHWA 
funded grants. 

(d) Sections 3(1) and 9(p) of the UMT 
Act of 1964, as amended, authorize the 
Secretary to include in the net project 
cost eligible for Federal assistance, the 
amount of interest earned and payable 
on bonds issued by the State or local 
public body to the extent that the pro-
ceeds of such bonds have actually been 
expended in carrying out such project 
or portion thereof. Limitations are es-
tablished in sections 3 and 9 of the 
UMT Act of 1964, as amended. 

(e) Section 9 of the UMT Act of 1964, 
as amended, authorizes grants to fi-
nance the leasing of facilities and 
equipment for use in mass transpor-
tation services provided leasing is 
more cost effective than acquisition or 
construction. 

[53 FR 8086, 8087, Mar. 11, 1988, as amended at 
53 FR 8086, Mar. 11, 1988, 76 FR 61598, Oct. 5, 
2011] 

§ 18.23 Period of availability of funds. 
(a) General. Where a funding period is 

specified, a grantee may charge to the 
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