§ 1627.4 Requirements for all subgrants.

(a) Threshold. (1) A recipient must obtain LSC's written approval prior to making a subgrant
when the cost of the subgrant is $20,000 of LSC funds or greater.

(2) Valuation of in-kind subgrants. (i) If either the actual cost to the recipient of the subgranted
property or service or the fair market value of the subgranted property or service exceeds $20,000
of LSC funds, the recipient must seek written approval from LSC prior to making a subgrant.

(ii) The valuation of the subgrant, either by fair market value or actual cost to the recipient of
property or services, must be documented and to the extent feasible supported by the same
methods used internally by the recipient.

(b) Corporation approval of subgrants. Recipients must submit all applications for subgrants
exceeding the $20,000 threshold to LSC in writing for prior written approval. LSC will publish
notice of the requirements concerning the format and contents of the application annually in the
Federal Register and on LSC's Web site.

(1) Basic Field Grants. (i) Recipients should submit applications for subgrants of Basic Field
Grant funds along with the recipient's proposal for funding, including applications for renewal of
funding.

(ii) LSC will notify a recipient of its decision to approve, disapprove, or suggest modifications to
an application for subgrant approval prior to, or at the same time as LSC provides notice of its
decision with respect to the applicant's proposal for Basic Field Grant funding.

(2) Special grants. (i) Recipients of special grants (e.g., Technology Initiative Grants, Pro Bono
Innovation Fund grants, emergency relief grants), should submit their subgrant applications
following notification of approval of special grant funds.

(ii) A subgrant application must be submitted at least 45 days in advance of its proposed effective
date. Within 45 days of the date of receipt, LSC will notify the recipient in writing of its decision
to approve, disapprove, or suggest modifications to the subgrant; or, if LSC has not made a
decision, the date by which LSC expects to make a decision. A subgrant that is disapproved or to
which LSC has suggested modifications may be resubmitted for approval.

(3) Mid-year subgrant requests. A recipient may apply for prior approval of a subgrant outside of
the periods prescribed in paragraphs (a)(1) and (2) of this section as needed. LSC will follow the
time periods prescribed in paragraph (a)(2)(ii) of this section to consider and notify a recipient of
its decision to approve, disapprove, or suggest modifications to the subgrant.

(4) Failure to comply. Any subgrant not approved according to paragraphs (a)(1) through (3) of
this section will be subject to disallowance and recovery of all funds expended under the
subgrant.

(5) Changes to subgrants requiring prior approval. (i) If a recipient needs to make substantial
changes to the scope or objectives, or increase or decrease the amount of funding of more than



10%, of a subgrant approved under paragraph (b) of this section, the recipient must obtain LSC's
prior written approval. Minor changes in the scope or objectives or changes in support of less
than 10% do not require prior approval, but the recipient must notify LSC of such changes in
writing.

(ii) If a subgrant did not require prior approval, and the recipient proposes a change that will
cause the total value of the subgrant to exceed the threshold for prior approval, the recipient must
obtain LSC's prior written approval before making the change.

(c) Duration of subgrant. (1) For Basic Field grants, a subgrant may not be for a period longer
than one year. All funds unexpended at the end of the subgrant period will be considered part of
the recipient's available LSC funds.

(2) For special grants (e.g., Pro Bono Innovation Fund grants, Technology Initiative Grants,
emergency relief grants), a subgrant may not be for a period longer than the term of the grant.
Absent written approval from LSC, all unexpended funds must be returned to LSC at the end of
the subgrant period.

(d) Provisions for termination and suspension of subgrants. All subgrants must contain provisions
for their orderly termination in the event that the recipient is no longer an LSC recipient, and for
suspension of activities if the recipient's funding is suspended.

(e) Recipient responsibilities. (1) Recipients must ensure that subrecipients comply with LSC's
financial and audit provisions to the extent required by this part.

(2) The recipient must ensure that the subrecipient properly spends, accounts for, and audits funds
or property or services acquired in whole or in part with LSC funds received through the
subgrant.

(3) The recipient must repay LSC for any disallowed expenditures by a subrecipient. Repayment
is required regardless of whether the recipient is able to recover such expenditures from the
subrecipient.

(f) Accounting and auditing requirements—(1) Subgrants of funds. (i) Any LSC funds paid by a
recipient to a subrecipient through a subgrant are subject to the audit and financial requirements
of the Audit Guide for Recipients and Auditors and the Accounting Guide for LSC Recipients.
The relationship between the recipient and subrecipient will determine the proper method of
financial reporting following generally accepted accounting principles.

(ii) Subgranted funds may be separately disclosed and accounted for, and reported upon in the
audited financial statements of a recipient; or such funds may be included in a separate audit
report of the subrecipient. A subgrant agreement may provide for alternative means of assuring
the propriety of subrecipient expenditures, especially in instances where an organization receives
a small subgrant. Any request to use an alternative means of assuring propriety of subrecipient
funds must be submitted to LSC for consideration as part of the subgrant approval process. If
LSC approves a request to use an alternative means, the information provided thereby shall
satisfy the recipient's annual audit requirement with regard to the subgrant funds.



(2) In-kind subgrants. (i) The value of property or services funded in whole or in part with LSC
funds provided by a recipient to a subrecipient through a subgrant is subject to the audit and
financial requirements of the Audit Guide for Recipients and Auditors and the Accounting Guide
for LSC Recipients. The relationship between the recipient and subrecipient will determine the
proper method of financial reporting following generally accepted accounting principles.

(ii) Subgrants involving in-kind exchanges of property or services may be separately disclosed
and accounted for, and reported upon in the audited financial statements of a recipient. A subgrant
agreement may provide for alternative means of assuring the propriety of subrecipient
expenditures and use of property or services acquired in whole or in part with LSC funds,
especially in instances where an organization receives a small subgrant. Any request to use an
alternative means of assuring propriety of subrecipient funds must be submitted to LSC for
consideration as part of the subgrant approval process. If LSC approves a request to use an
alternative means, the information provided thereby shall satisfy the recipient's annual audit
requirement with regard to the subgrant funds.

(iii) If accounting for in-kind subgrants is not practicable, a recipient may convert the subgrant to
a cash payment and follow the accounting procedures in paragraph (f)(1) of this section.

(iv) Subrecipients described in § 1627.5(d)(2) are not subject to the audit and financial
requirements of the Audit Guide for Recipients and Auditors and the Accounting Guide for LSC
Recipients. Such subrecipients must have financial management systems in place that would
allow the recipient and LSC to determine that any resources the subrecipient receives or uses
under the subgrant are used consistent with 45 CFR part 1610.

(g) Oversight. To ensure subrecipient compliance with the LSC Act, LSC's appropriations
statutes, Congressional restrictions having the force of law, and LSC's regulations, guidelines, and
instructions, agreements between a recipient and a subrecipient must provide the same oversight
rights for LSC with respect to subgrants as apply to recipients.



