§83.14

be granted up to 3 years from the date
of notification by the regional director,
to acquire replacement property before
becoming ineligible.

(2) When such property is used for
purposes which interfere with the ac-
complishment of approved purposes,
the violating activities must cease and
any adverse effects resulting must be
remedied.

(3) When such property is no longer
needed or useful for its original pur-
pose, and with prior approval of the re-
gional director, the property shall be
used or disposed of as provided in At-
tachment N of OMB Circular A-102.

(c) Federal Aid funds shall not be
used for the purpose of producing in-
come. However, income producing ac-
tivities incidental to accomplishment
of approved purposes are allowable. In-
come derived from such activities shall
be accounted for in the project records
and its disposition shall be in accord-
ance with Attachment E of OMB Cir-
cular A-102.

§83.14 Allowable costs.

Allowable costs are limited to those
which are necessary and reasonable for
accomplishment of the approved
project or action and are in accordance
with the cost principles of OMB Cir-
cular A-87.

(a) All costs must be supported by
source documents or other records as
necessary to substantiate the applica-
tion of funds. Such documentation and
records are subject to review by the
Secretary to determine the allow-
ability of costs.

(b) Costs incurred prior to the effec-
tive date of the project agreement are
allowable only when specifically pro-
vided for in the project agreement.

(c) Projects or facilities designated
to include purposes other than those
eligible under the Act shall provide for
the allocation of costs among the var-
ious purposes. The method uses to allo-
cate costs shall produce an equitable
distribution of costs based on the rel-
ative used or benefits provided.

§83.15

Payments to the State shall be made
for the Federal share of allowable costs
incurred by the State in accomplishing
approved projects.

Payments.
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(a) Requests for payments shall be
submitted on forms furnished by the
regional director.

(b) Payments shall be made only to
the office or official specified by the
designated State agency and author-
ized under the laws of the State to re-
ceive public funds for the State.

(c) All payments are subject to final
determination of allowability based on
audit. Any overpayments made to the
State shall be recovered as directed by
the regional director.

§83.16 Maintenance.

The State is responsible for mainte-
nance of all capital improvements ac-
quired or constructed with Federal Aid
funds throughout the useful life of each
improvement. Costs for such mainte-
nance are allowable when provided for
in approved projects. The maintenance
of improvements acquired or con-
structed with non-Federal Aid funds
are allowable costs when such improve-
ments are necessary to accomplish-
ment of project purposes as approved
by the regional director, and when such
costs are otherwise allowable by law.

§83.17

In the conduct of activities funded
under the Act, the State is responsible
for:

(a) The supervision of each project to
assure that it is conducted consistent
with the project documents and that it
provides:

(1) Proper and effective use of funds;

(2) Maintenance of project records;

(3) Timely submission of reports;

(4) Regular inspection and moni-
toring of work in progress.

(b) The selection and supervision of
project personnel to assure that:

(1) Adequate and competent per-
sonnel are available to carry the
project through to a satisfactory and
timely completion;

(2) Project personnel perform the
work to ensure that time schedules are
met, projected work units are accom-
plished, other performance objectives
are achieved, and reports are submitted
as required.

(c) The accountability and control of
all assets to assure that they serve the
purposes for which acquired through-
out their useful life.

Responsibilities.
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(d) The compliance with all applica-
ble Federal, State, and local laws.

(e) The settlement and satisfaction of
all contractual and administrative
issues arising out of procurement en-
tered into.

§83.18 Records.

The State shall maintain current and
complete financial, property and pro-
curement records in accordance with
requirements contained in the Federal
Aid Manual and OMB Circular A-102.

(a) Financial, supporting documents,
and all other records pertinent to a
project shall be retained for a period of
3 years after submission of the final ex-
penditure report on the project. If any
litigation, claim, or audit was started
before the expiration of the 3-year pe-
riod, the records shall be retained until
the resolution is completed. Records
for nonexpendable property shall be re-
tained for a period of 3 years following
final disposition of the property.

(b) The Secretary and the Comp-
troller General of the United States, or
any of their duly authorized represent-
atives, shall have access to any perti-
nent books, documents, papers and
records of the State.

§83.19 Land control.

The State must control lands or wa-
ters on which capital improvements
are made with Federal Aid funds. Con-
trol may be exercised through fee title,
lease, easement, or agreement. Control
must be adequate for protection, main-
tenance, and use of the improvement
throughout its useful life.

§83.20 Assurances.

The State must agree to and certify
that it will comply with all applicable
Federal laws, regulations, and require-
ments as they relate to the applica-
tion, acceptance, and use of Federal
funds under the Act. The Secretary
shall have the right to review or in-
spect for compliance at any time. Upon
determination of noncompliance, the
Secretary may terminate or suspend
any actions or projects in noncompli-
ance, or may declare the State ineli-
gible for further participation in pro-
gram benefits until compliance is
achieved.
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§83.21 Audits.

The State is required to conduct an
audit at least every two years in ac-
cordance with the provisions of Attach-
ment P of OMB Circular A-102. Failure
to conduct audits as required may re-
sult in withholding of grant payments
or such other sanctions as the Sec-
retary may deem appropriate.
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