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This document is not a replacement to the Head Start-
Follow Through Act, the regulations, or the official
Office of Human Development policy statements. Any
clarifications required should be discussed with the
appropriate HEW Regional Audit Director. The
requirements established herein are the responsibility
of the Department of Health, Education, and Welfare.
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GUIDE FOR AUDITS
OF
HEAD START PROGRAM GRANTS

CHAPTER 1: INTRODUCTION

1.1 PURPOSE OF AUDIT GUIDE

This guide is designed to familiarize independent
accountants and auditors. with the significant provisions of
the Head Start Program grants. This audit guide should be
used to supplement the audit procedures necessary to perform
an examination in accordance with "Standards for Audit of
Governmental Organizations, Programs, Activities &
Functions" issued by the Comptroller General of the United
States in June 1972 (1974 reprint). Audit guidance is
intended to provide general insight into the nature and
scope of the audit contemplated. This guide is not intended
to be a complete manual of procedures, nor is it intended to
supplant the auditor's judgment of audit work required.
Audit procedures contained herein may not cover all
circumstances or conditions encountered in the audit of a
particular grantee. The auditor must use professional
judgment to tailor the procedures to meet conditions dt the
audit site so that the audit objectives may be achieved.

Any necessary clarifications concerning the objectives set
forth herein should be discussed with the appropriate HEW
Regional Audit Director.

During the development of this guide, the HEW Audit Agency
conferred with representatives of the American Institute of
Certified Public Accountants (AICPA). The areas for audit
coverage established in Chapter 3 are the responsibility,
however, of the Department of Health, Education, and
Welfare, (HEW). HEW recognizes that there may be specific
instances where omission of an audit area may be necessary.
Prior to completing the field audit, the independent auditor
should discuss with the HEW Regional Audit Director the
specific reasons for the deviation. The auditor's working
papers should disclose explanations of such deviations and
document the Regional Audit Director's approval.

The nature of work required under this guide primarily
relates to financial and compliance elements of an audit.

As defined in the Federal Management Circular FMC 73-2, the
term "audit" as used in this guide means a systematic review
or appraisal to determine and report on whether:

. Financial operations are properly conducted;



. Financial reports are presented fairly; and

. Applicable laws and regulations have been complied
with.

This audit guide supersedes the "Audit Guide-Head Start
Program and Other Office of Child Development Programs,"
dated September 1973. Effective March 1, 1977, the revised
audit guide shall be the prescribed guide for Head Start
audits.

1.2 PROGRAM BACKGROUND

The Head Start Program was established by the Office of
Economic Opportunity (OEO) under general authority of
Section 222 (a) (1) of the Economic Opportunity Act of 1964,
as amended. The Community Services Act of 1974 (P.L. 93-
644) extended the authority for appropriation of program
funds.

Head Start is a comprehensive early childhood development
program for economically disadvantaged preschool children
and their families. On July 1, 1969, the program was trans-
ferred to HEW where it is administered by the Office of
Child Development (OCD), Office of the Assistant Secretary
for Human Development (OHD).

The overall goal established by OCD for Head Start is to
develop greater social competence in economically
disadvantaged children. Social competence is defined by OCD
as a child's everyday effectiveness in dealing with his.
environment and later responsibilities in school and life.
The broad objectives of the program are to improve the
child's health; aid the child's motivational, social, and
emotional development; improve and expand the child's
ability for self-expression; and help both the enrollees and
their families gain greater confidence, self-respect, and
dignity.

To help accomplish these objectives and attain its goal, OCD
has prescribed a variety of services and activities for the
children enrolled and their families. These services
include physical (including dental) and mental health,
nutrition, education, social involvement, parent
involvement, use of volunteers, and a career development
program for teachers, nonprofessional aides, and other staff
members. Authorizing legislation provides for the
continuing evaluation of Head Start effectiveness, including
the extent to which identifiable progress is being made
toward program objectives.



Head Start grants are made to Community Action Agencies
(CAAs) , Limited Purpose Agencies (LPAs), and units of local
governments. CAAs, also referred to as multi~-purpose
agencies, are public or private nonprofit entities which
receive funds from HEW and other Federal agencies to develop
and administer a variety of anti-poverty programs in a
specified geographic area. LPAs, or single-purpose
agencies, are also public or private nonprofit entities and
are funded directly by HEW for the purpose of conducting one
specific program such as Head Start. In some instances the
entity receiving the grant does not operate the Head Start
Program itself, but assigns this activity to one or more
delegate agencies identified in the grant application. Each
delegate agency generally has several locations (centers)
where the children receive their training.

OHD approves support of grantee programs for multi-year
periods, but awards funds based on an approved budget
normally covering 12 months. Audits by independent public
accountants are required for each budget period.

1.3 STANDARDS FOR AUDIT

Audits of Head Start Program grants will be performed in
accordance with the "Standards for Audit of Governmental
Organizations, Programs, Activities & Functions"
(hereinafter referred to as "standards for governmental
auditing") and supplements thereto issued by the Comptroller
General of the United States. These audit standards are
mandated by the Federal Management Circular 73-2 for audits
of Federal operations and programs.

Where the auditor must extend auditing procedures beyond
those reqguired for the financial examination, professional
judgment should be used in determining the type and amount
of evidence to be obtained.

1.4 GENERAL AUDIT OBJECTIVES

The primary objectives identified for the auditor performing
audits of Head Start Program grants are:

. To express an opinion as to whether the grantee's
Statement of Revenues, Expenses and Changes in Fund
Balances and final Financial Status Report: (i)
present fairly the revenues, expenses and changes in
fund balances for the Head Start Program in
conformity with the financial provisions of the
grant; (ii) are prepared in accordance with the terms
of the grant agreement and the prescribed HEW cost



principles (45-CFR 74); and (iii) are prepared on a
consistent basis from one period to the next;

. To determine that the grantee has implemented and
utilized adequate financial and other administrative
procedures and internal controls to effectively
discharge management responsibilities and to
adequately protect the Federal interest;

. To determine whether total direct and indirect costs
incurred and those costs claimed for Federal
reimbursement under the grant are allowable and
allocable to this federally sponsored project; and to
recommend adjustments based upon these tests of the
reliability of the final Financial Status Report.

. To review grantee and delegate agency operations and
report on noncompliance with the Head Start Program
legislation, Federal regulations, grant provisions,
and program instructions as identified in sections
3.2 and 3.3 of this guide; and to recommend
improvements based upon this review.

1.5 MATTERS REQUIRING IMMEDIATE ACTION

Although the detection of material irregularities and
program abuse is not the primary function of annual grant
audits, the auditors must constantly be alert for situations
or transactions that may indicate the existence of such
problems. Where the auditor suspects that fraud exists, the
matter should be brought to the attention of the appropriate
HEW Regional Audit Director (see Appendix A) for
consideration and forwarding to the appropriate Federal
and/or State investigative unit. The auditor should do no
further work involving this matter unless instructed by the
HEW Regional Audit Director to resume work. Care must be
taken to avoid any actions which could compromise the
protection of an individual's rights and the integrity of
any official inquiries.

1.6 QUALITY ASSESSMENT PROGRAM FOR AUDIT REPORTS

The HEW Audit Agency has implemented procedures for
evaluating audits on governmental engagements. As a part of
the Audit Agency's evaluation of completed reports on such
engagements, the supporting audit working papers shall be
made available upon request by the cognizant HEW Regional
Audit Director (see Appendix A). Audit working papers will
be reviewed at a location mutually agreeable with the
independent audit firm and will be returned upon completion



of the evaluation. Whenever evaluations of the audit report
and working papers disclose significant inadequacies, the
audit firm will be contacted for corrective action. Where
major inadequacies are not corrected and the HEW Regional
Audit Director determines that the audit report and working
papers are substandard, all documentation will be processed
to the Audit Agency Headquarters for further evaluation and
action, as appropriate. In those instances where the audit
was performed by a CPA, the matter will be submitted to the
AICPA for consideration by the Professional Ethics and State
Legislation Division. Audit working papers for Head Start
Program grants must be retained for three yedrs after
completion of the assignment and submission of the final
audit report.



CHAPTER 2: PRELIMINARY PROCEDURES

2.1 AUDIT ENGAGEMENT

Where a letter of engagement between the grantee and the
independent public accountant is prepared, the scope of
audit should be described. Unless specific audit
limitations are contained in the letter of engagement, the
scope of the audit and the resulting report must meet the
minimum requirements of this audit guide. Omissions of
audit areas provided under this guide must be cleared with
the HEW Regional Audit Director as prescribed on page one of
this guide.

If an independent accountant or auditor accepts an
engagement incorporating this audit guide and the
requirements provided herein are not followed, this fact and
the reasons therefor must be disclosed in the final audit
report.

2.2 PREPARATION FOR AUDIT

Authority for audit of the Head Start Program grants, as
contained in Section 520(b), Title V of the Community
Services Act of 1974 (this title is also cited as the Head
Start-Follow Through Act -- see Appendix C), provides in
part: "The Secretary...or any of (his) duly authorized
representatives, shall have access for the purpose of audit
and examination to any books, documents, papers, and records
of the recipients that are pertinent to the financial
assistance received under this part." Further, Section
1301.3-3(a) of proposed program regulations provides: "An
annual audit of the Head Start program covering the prior
budget period of each Head Start agency and its delegate
agencies, if any, shall be made by an independent
auditor....”

To audit a Head Start Program grant, the auditor must become
familiar with the conditions and requirements related to the
individual grant. The auditor should:

. Obtain and review grant documents. Generally, these
will include:

-- The grantee's application or grant proposal
including the approved budget for the grant budget
period under audit;

-- An executed copy of the grant agreement, Notice of
Grant Awarded (NGA), and amendments thereto for



each grant budget period included in the scope of
audit; and

-- Copies of the Head Start Program instructions,
regulations, and other applicable Federal
regulations.

. Identify any special grant conditions requiring
specific audit attention; and

. Review correspondence contained in the project file,
if available, for indications of problem areas.

In an effort to strengthen the auditing process relative to
the Head Start Program grant, OHD has requested that their
grantees funded by the central office have the independent
audit firm contact OHD, Washington, D.C. (Phone 202-245-
2900) before beginning the audit. Firms auditing grantees
funded by the regional offices should contact the
appropriate OHD regional office. (See Appendix B) The
purpose of this call is to expedite verification of (i) the
Federal and non-Federal funding levels for the grant budget
period to be audited, and (ii) the duration of the grant
budget period (starting date and ending date). Upon
request, the information provided will be confirmed in
writing.

2.3 INITIAL FIELD AUDIT PROCEDURES

In initiating site audit work, the auditor should:

. Obtain background data on the nature of the
organization's overall operations and key staff.
Documents such as the grantee's charter, by-laws, and
incorporation documents may prove helpful;

. Develop an understanding of the grantee's accounting,
personnel, procurement, and property management
systems as they relate to the Head Start Program
grant expenditures. The auditor should obtain and
review the grantee's policies and procedures
governing these systems. These systems should be
surveyed to identify any significant weaknesses,
particularly as they apply to the Head Start Program
grant;

. Reconcile the reported expenditures as identified in
the final Financial Status Report with amounts shown
on the grantee's official accounting records; and



. Obtain copies of the most recent audit report issued
on this program by HEW, other Federal agencies, or
independent auditors. Procedures under this guide
(see section 3.21) require a follow-up of the most
recent audit findings to determine whether the
grantee took corrective action.

2.4 REFERENCE MATERIALS

The publications listed below should be used for
verification and reference purposes in auditing the Head
Start Program grants.

. Public Law 93-644, dated January 4, 1975: '"Headstart
Economic Opportunity, and Community Partnership Act
of 1974," Title V, Headstart and Follow Through,
Sections 501-525. (Pertinent parts are included in
Appendix C of this guide.)

. 45 CFR 1301: PROGRAM AND GRANTS ADMINISTRATION FOR
HEAD START, TECHNICAL ASSISTANCE AND TRAINING, AND
RESEARCH, DEMONSTRATION, AND PILOT PROJECTS (Proposed
Regulations, published in the Federal Register May 5,
1975; or final Regulations when issued or as amended)
(See Appendix D.l of this guide.)

. 45 CFR 1304: HEAD START PROGRAM PERFORMANCE
STANDARDS (Published in Federal Register, Volume 40,
No. 126-- Monday, June 30, 1975) (See Appendix D.2 of
this guide.)

. 45 CFR 74: ADMINISTRATION OF GRANTS (Published in
the Federal Register, Volume 38, No. 181 -- Wednesday
September 19, 1973) or as amended

. HEW/OHD GRANTS ADMINISTRATION MANUAL JANUARY 1977

OTHER HELPFUL REFERENCES

. Brochure on Audit Standards: "Standards for Audit of
Governmental Organizations, Programs, Activities &
Functions" by the Comptroller General of the United
States, 1972 (1974 reprint); and GAO Supplements

. AICPA Professional Standards, Volume 1
. Federal Management Circular FMC 73-2; Audit of

Federal Operations and Programs by Executive Branch
Agencies



CHAPTER 3: REQUIREMENTS FOR PERFORMING AND REPORTING AUDITS

3.1 GENERAL

The audit shall cover all Head Start grant funded operations
including delegate agencies for the grant budget period
unless a different audit period has been specifically
approved in the auditor's letter of engagement and agreed to
by the cognizant granting office. The auditor will be
expected to perform sufficient tests to express an opinion
(unqualified, qualified, adverse, or disclaimer of an
opinion) on the grantee's Statement of Revenues, Expenses
and Changes in Fund Balance and final expenditure report
(Form HEW 601T) required at the end of the grant budget
period.

In auditing Head Start Program grants, the auditor will be
expected to either reflect acceptance of program costs
claimed on the final expenditure report or recommend adjust-
ment where there is no valid basis for accepting such costs.
The auditor will discuss in the audit report in sufficient
detail each significant condition (audit finding) which does
not meet the legislative or regulatory requirements of the
Head Start Program and/or terms and conditions of the grant.
The auditor will indicate the cause and effect of each
condition reported and include specific recommendations for
corrective action and for improvement in operations. The
independent auditors' working papers should be prepared in a
manner to meet criteria set forth in the AICPA's Statement
of Auditing Standards, Paragraph 338.05.

Cost adjustments recommended by the auditor do not
necessarily mean that these costs will be disallowed. The
final determination as to the allowability of costs will be
made by OHD officials and/or the Assistant Regional Director
for Human Development, as appropriate.

This chapter presents requirements for performing and
reporting on audits of Head Start Programs. Audit
objectives, reference materials, and general audit
procedures are set forth for each area of audit coverage
required. In some instances suggested audit steps are also
provided. Although use of suggested audit steps is not
mandatory, the general audit procedures must be completed to
meet minimum audit requirements.



3.2 FINANCIAL AUDIT

3.21 INTERNAL CONTROLS

General Considerations

An effective system of internal controls comprises all
coordinated methods and measures adopted by the grantee to
safeguard its assets, check the accuracy and reliability of
accounting data, promote operational efficiency and
encourage adherence to prescribed management policies and
procedures.

Generally accepted auditing standards for field work require
that:

"There is to be a proper study and evaluation of the
existing internal control as a basis for reliance
thereon and for the determination of the resultant
extent of the tests to which auditing procedures are to
be restricted.”

The study of the system of internal control is normally con-
sidered to have two phases. The AICPA Statement on Auditing
Standards describes these phases as:

. Review of the System., which is primarily the process
of obtaining information about the organization and
the procedures prescribed and is intended to serve as
the basis for tests of compliance and for evaluation
of the system.

. Tests of Compliance., which are made to provide
reasonable assurance that the accounting control
procedures are being applied as prescribed.

Objectives

To determine what internal controls are present; to make a
preliminary evaluation as to the adequacy of these controls;
and to determine the degree of reliance that can be placed
on internal controls, subject to tests of transactions to
verify the effectiveness of these controls.

References

. AICPA Statement on Auditing Standards: Section 320
-- The Auditor's Study and Evaluation of Internal
Control



. AICPA Statement on Auditing Standards: Section 640
-—- Reports on Internal Control

. AICPA Statement on Auditing Standards: Section 641
-- Reports on Internal Control Based on Criteria
Established by Governmental Agencies

. AICPA Statement on Auditing Standards: Reports on
Audited Financial Statements

. AICPA Statement on Auditing Standards: The Effects
of EDP on the Auditor's Study and Evaluation of
Internal Control

General Audit Procedures

. The auditor should review the system of internal
controls applicable to the Head Start Program and
determine whether the grantee has written policies
and procedures and that they provide for appropriate
separation of responsibilities and control over:

-- Receiving and disbursing funds;

-- Recording and reporting grant expenditures;

-- Accumulating and periodic reporting all costs; and
-- Operating and reporting program activities.

. Lack of written procedures or lack of adequate
controls should be noted and recommendations for
improvements should be included in the audit report.
Comments on internal controls should be prepared in
accordance with Sections 640 and 641 of the Statement
on Auditing Standards.

. The auditor should consider the results of the review
of the system of internal controls in determining the
extent of testing needed to evaluate the
effectiveness of the established procedures. The
auditor should comment on any internal control
problems and recommend needed improvements.

. The auditor should review the grantee's most recent
audit report and note any findings reported;
ascertain whether corrective action was taken by the
grantee; and comment on actions needed to strengthen
the grantee's system for acting on audit findings.

- 11 -



Current findings should indicate whether similar
deficiencies were previously reported.

3.22 ACCOUNTING SYSTEM

Objective

To determine whether the grantee's accounting for the grant
award payment is supported by an adequate accounting system
that can accurately, completely, and timely disclose the
financial results of grant performance in accordance with
Federal reporting requirements.

References

Public Law 93-644, Title V, Section 520 (a)

45 CFR 1301.3-3: Annual audit of Head Start programs

45 CFR 74: Subpart H, Section 74.61(a) -- Standards
for Grantee and Subgrantee Financial Management
Systems

General Audit Procedures

Based on the results of the review of internal
controls and tests of the accounting records,
determine whether the grantee's accounting system
includes the procedures necessary to:

Identify receipts and expenditures of all Head
Start Program funds separately from other grants
and contracts; and

Accumulate and record expenditures by grant budget
period and by cost categories provided in the
approved grant budget.

Identify expenditures by activity account, e.qg.,
No. 23, full-year/full-day; No. 26, handicapped;
etc. as provided in the approved budget.

Comment on any problems in the accounting system as
related to the Head Start Program and recommend
needed improvements.

3.23 PROGRAM FUNDING

General Considerations

- 12 -



Basically, two advance payment methods are used to make
Federal funds available to Head Start Program grantees. The
first method involves payment through use of the U.S.
Treasury letters-of-credit issued by HEW to grantees doing
business in excess of $250,000 annually with Department
organizations. Under this method, HEW establishes a line of
credit through the Federal Reserve System against which the
grantee organization can draw grant funds as an advanced
payment. The second method involves payments to the grantee
by Treasury checks. These advances are based on annually
forecasted cash needs. Under either method, the advanced
payment to the grantee may include funds for various HEW
grants awarded the grantee agency. Separate checking
accounts may not exist for each of the various grants
awarded the grantee. However, separate general ledger
control accounts should be maintained for all resources
applicable to individual grants. The auditor may confirm
the level of disbursements made under the award with the
responsible OHD grant award office.

Objectives

To determine that advanced payments were accounted for
properly and were requested by the grantee as closely as
possible to the time program disbursements were made; and to
determine whether accounting for grant-related interest
income, if any, was appropriate.

References

. 45 CFR 1301.4-3: Payments

. 45 CFR 74: Subpart B, Section 74.11 -- Checks-paid
Basis Letter of Credit

. 45 CFR 74: Subpart F, Section 74.42 -- Interest
Income

. 45 CFR 74: Subpart H, Section 74.61l(e) -- Standards

. 45 CFR 74: Subpart I, Section 74.75 -- Request for
Reimbursement

. 45 CFR 74: Subpart K, Section 74.92 -- Payment

Methods for Nonconstruction Grants

General Audit Procedures

. Examine the Notice of Grant Awarded and any
amendments; the grantee's request for Federal funds

- 13 -



(cash demand or letter-of-credit); and the final
Financial Status Report for each grant budget period
under audit and comment on problem areas, if any, as
related to the following:

-- Compare the amount of Federal funds received for
each draw with the amount of Federal funds
expended and determine whether excess funds were
on hand during each period. Funds on hand should
not exceed the minimum amount required to finance
current disbursements. Where the grantee is on
the cash demand system, the amount of cash on hand
should not exceed one month's needs. Where the
grantee is on the letter-of-credit system, the
amount of cash on hand should be as close to daily
needs as administratively feasible. The Treasury
Department considers any balance in execess of
weekly disbursement needs (5 working days) to be
excessive. The method employed by the Treasury to
determine daily cash needs is to divide semi-
annual disbursements by 130 working days. In
general, the larger the annual amount of advances
needed by a grantee, the more frequently
individual cash advances should be made to meet
current disbursement needs.

-~ Reconcile the amount of Federal funds authorized
for the Head Start grant budget period under audit
with the amount of Federal funds received, and
determine whether excess funds were received. If
such funds exist and were not reported on the
final Financial Status Report, determine the
status of these funds.

-- Determine whether excess funds retained on hand at
any time, if applicable, were used for
unauthorized purposes. All grantees other than a
State must return all interest earned on grant
funds to the Federal Government. An examination
of unauthorized investments made with excess
Federal funds may require an extension of the
normal audit of cash. Where appropriate, inquire
into such investments and report on the grantee's
accounting for interest income.

. Determine that the total Federal cash carry-over
balance at beginning of the grant budget period
including required prior-period financial adjustments
plus Federal funds advanced this grant budget year
agree with the accounting records. (See instructions

- 14 -



for grantee's preparation of Report of Cash
Transactions -- 45 CFR 74.74). Also determine
whether the amount reported in the accounting records
agrees with the amount reported by grantee at the end
of the reporting period in line "j" of the Report of
Cash Transactions. Any differences between reported
and actual balances should be reported and an
explanation of differences should be presented in the
audit report.

3.24 MATCHING

General Consideration

Section 513 (b) of the Head Start-Follow Through Act
provides:

"Financial assistance extended under this part for a
Headstart program shall not exceed 80 per centum of the
approved costs of the assisted program or activities,
except that the Secretary may approve assistance in
excess of such action if required in furtherance of the
purposes of this part. Non-Federal contributions may
be in cash or in kind, fairly evaluated, including but
not limited to plant, equipment, or services. The
Secretary shall not require non-Federal contributions
in excess of 20 per centum of the approved costs of
programs of activiteis assisted under this part."

Objectives

To determine that the grantee has contributed to the total
project cos'ts as provided on the Notice of Grant Awarded
(unless officially amended); and to determine whether the
amount reported on the final Financial Status Report is
consistent with the matching agreement.

References

. Public Law 93-644: Title VvV, Section 513 (b)
. Notice of Grant Awarded and Amendments, if any
. 45 CFR 1301.4-1: Matching Requirements

. 45 CFR 1301.4-2: Criteria for increase in Federal
share

. 45 CFR 74.50: Subpart G -- Matching and Cost Sharing
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General Audit Procedures

. Review the grantee's accounts to determine:

-~ The source of the grantee's non-Federal share of
project costs, if required; and that other Federal
grant funds were not used for the non-Federal
contribution;

-- That there is documentation for the amount of the
non-Federal contribution reported on the final
Financial Status Report;

-- That project costs claimed are not being claimed
for matching purposes under other Federal grants;

-- Whether the grantee's share of project costs
included in-kind contributions and, if so, review
the method (s) management used in costing out its
in-kind contribution. The in-kind data should be
reflected as a part of Exhibit A required under
Section 3.72 of this guide; and

~-- That the net amount of matching after any
adjustments (cash contributed by the grantee plus
value of in-kind contributions accepted)
represents the grantee's required share as
identified by the terms and conditions of the
grant award. If the grantee's share is short of
the required amount, present pertinent details in
the form of a narrative audit finding.
(Computation should be based on multiplying

percentage of grantees participation -- Block 17
of the Notice of Grant Award -- times the incurred
costs.)

. Report any adjustments needed and comment on any
problems noted.

3.25 GRANT-RELATED INCOME

Objectives

. To establish that grant-related income was used to
further purposes of the program, and to report any
corrective actions or financial adjustments needed.

Reference

. 45 CFR 74.40: Subpart F -- Grant-Related Income
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General Audit Procedures - ROYALTIES AND OTHER INCOME

Audit of interest income is covered under section 3.23,
Program Funding, of this guide. Additional areas to
consider are royalties and other income.

. Ascertain the nature and extent of materials
published and produced for which royalties were or
will be received and determine whether:

-- Royalties earned were used to further program
purposes in accordance with terms and conditons of
the grant or, if not specified, in accordance with
45 CFR 74, Section 74.44.

. Review the provisions of 45 CFR 74, Section 74.45 for
the approved disposition of grant-related income.
Examine the grantee's records and accounts to
determine whether:

-- The grantee maintained records of receipt and
disposition of other grant-related income; and

-- Accountability was satisfied by disposition in
accordance with the provisions cited above.

3.26 ALLOWABILITY OF COSTS

Objective
The audit objectives for review of project costs are:

. To review financial operations and report any non-
compliance with applicable grant provisions or with
provisions of Head Start Program regulations and/or
instructions; and based upon the review, provide
recommendations for improvement; and

. To determine whether costs reported as being incurred
under this grant program are allowable and to report
by OCD common accounting number (CAN) account
(formerly program account number) any exceptions,
including allowable costs which are considered to be
significantly in excess of market rates for like
products or services.

References

. Notice of Grant Awarded (including changes and
amendments)



. 45 CFR 74: Administration of Grants (Subpart Q)
. Grantee's approved grant proposal

. Grantee's final Financial Status Report for the audit
period

General Audit Procedures

In determining the allowability of costs claimed on the
final Financial Status Report, the audit is divided into two
areas: (i) Audit of Direct Costs, and (ii) Audit of
Indirect Costs. The costs claimed should be identifiable
with the CAN accounts reflected in block 20 and with the
program descriptions in block 9 of the grantee's Notice of
Grant Award. The review of direct costs should cover the
following broad areas:

. Payroll and Fringe Benefits

. Consultant and Contract Services

. Procurement of Equipment, Supplies and Materials
. Travel

. Other Direct Costs

3.261 AUDIT OF DIRECT COSTS

Payroll and Fringe Benefits

Objectives

To determine whether total labor and benefits costs charged
to the grant are allocable; and employee pay rates and
benefits are commensurate with prevailing rates for
comparable type of work being performed in the area.

References

. Public Law 93-644, Title V, Section 573
. 45 CFR 1301.6~3: Comparability of Wages

. 45 CFR 74: Appendix C (Cost Principles - State and
Local Governments), Part I, Section E - Direct Costs

. 45 CFR 74: Appendix C, Part II, Section B.1l0 -
Compensation for Personal Services
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. 45 CFR 74: Appendix F (Cost Principles - Nonprofit
Institutions), Section C - Direct Costs; and

. 45 CFR 74: Appendix F, Section G.6 - Compensation
for personal services

General Audit Procedures

Payroll costs charged to the Head Start Program will be
tested to determine that (i) salary rates comply with 45 CFR
74, Appendix F, Section G.6 for personnel working under the
grant project; (ii) time charges were supported; and (iii)
fringe benefits claimed actually represent costs to the
grantee.

When a grantee has computed a fringe benefit rate, the
auditor should identify the basis used in computing the rate
and determine that those elements making up the fringe
benefit pool have not been included as a part of the direct
labor charges. Special consideration should be given to
restrict the grantee from recognizing profit in the fringe
benefit rate, i.e., estimates which exceed actuals.

Suggested audit steps for examining payroll costs charged to
the Head Start grant are:

. Trace amounts posted in the general ledger to the
payroll register or other supporting document.

. Select a representative number of payroll line items
(use a statistical sample if appropriate) and
determine that:

-- The salary or wage rate of each individual whose
pay is tested agrees with the organization's
approved rate for that individual;

-- The grantee's salary rates for professional
personnel do not exceed that specified in the
approved grant proposal or as otherwise approved
in writing by O0OCD;

~— The grantee's pay scales for the nonprofessionals
are comparable with those for similar jobs in the
employment area;

~=- Payroll deductions are in accord with applicable

tax rates and other appropriate supporting
documents such as W-4's, etc.;
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-~ Proper payroll deductions were remitted to the
appropriate Federal, State, and local entities
timely;

-~ The hours paid for are based upon approved time
sheets or other supporting documents;

~- The payroll amounts were properly computed;

-—- Overtime pay, if any, was approved in writing by
an authorized grantee official;

-- Sick or vacation pay has been earned and is in
accordance with the grantee's approved personnel
policies;

-- For grantees with multiple sources of funds,
conduct tests, as necessary, to determine that
employees time is charged to the correct direct
project and/or indirect labor category; and

~-—- By interview, determine that personnel costs
charged to this grant are for work on this
project.

Suggested audit steps for examining fringe benefit costs
charged to this grant program are:

. Examine employee fringe benefit costs charged to the
Head Start grant and determine their nature;

. Review the grantee's personnel policies and determine
the types of fringe benefits authorized;

. Determine whether the fringe benefit costs charged:

-- Are for the type of fringe benefits authorized;
and

-- Are for items which are not duplicated in direct
labor charges such as annual leave, sick leave, or
holiday pay.

Consultant and Contract Services

Objectives

To determine whether appropriate controls were exercised to
assure that the services were necessary and obtained at a
reasonable price.



Reference
. 45 CFR 1301.6-5: Use of Consultants
. 45 CFR 74: Subpart P - Procurement Standards

. 45 CFR 74: Appendix C, Part II, Section C.7 -
Professional Services

. 45 CFR 74: Appendix F, Section G.31] - Professional
Sexrvice Cost

General Audit Procedures

The auditor should selectively review consultant and
contract services costs claimed under the contract to
determine that the minimum standards for documentation were
met.

HEW grants administration policy provides that grantees are
expected to have their own policies with respect to use of
consultants, that those policies will apply equally to the
use of consultants paid for by grant funds, and that the
policies will include as a minimum the standards for
documentation described below. In the absence of such
grantee policies, the following shall represent the minimum
standards for documentation supporting the use of
consultants:

. Evidence that the services of the consultant are
needed and the need cannot be met by direct salaries
provided under the grant;

. Evidence that a selection process was used to secure
the most qualified individual available, considering
the nature and extent of the services to be required;
and

. Where a consultant is selected who was not the low
bidder, there should be documentation on file
justifying the selection.

Suggested audit steps for examining consultant and
contracted services costs charged to the Head Start grant
are:

. Trace amounts posted to the general ledger for

consulting services and contracts for services to the
supporting documentation.

- 21 -



. Select all significant consultant service agreements
and significant grantee contracts for services, and a
representative sample of the others for examination.
For each agreement and/or contract examined,
determine:

-- If prior written approval was obtained from the
office issuing the grant when the rate for
services of any consultant under the grant or the
rate under a service contract with the grantee
exceeded the rate specified in the approved grant
proposal;

-—- That the fees paid were based on proposals from
one or more reputable consultant or provider of
contract services:

- If the award was made to other than the lowest
bidder; document and report, if significant, the
basis upon which the award was made:; and

- That individual consultants were not compensated
as employees during the periods that consulting
services were rendered;

-~ That there is evidence the contracted services
were:

- Actually provided;
- Actually used; and
- Received timely to benefit the grant program.

Procurement of Equipment, Supplies, and Materials

Objectives

To determine whether such items were (i) purchased under the
grant award; (ii) used on the sponsored project; and (iii)
obtained on a competitive basis.

References

. 45 CFR 1301, 6-13: Procurements

. 45 CFR 74: Subpart P, Procurement Standards

. 45 CFR 74: Appendix C, Part II, Section B.1l8 -~

Materials and Supplies; Section B.27 --
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Transportation Costs; and Section C.3 -- Capital
Expenditures

45 CFR 74: Appendix F, Section G.7 -- Capital
Expenditures; Section G.22 -- Materials Costs; and
Section G.45 -- Transportation Costs

General Audit Procedures

For selected items, the auditor should determine
that:

-- Procurement was made in accordance with the
grantee's normal procedures and that appropriate
supporting documentation was maintained;

-—- These items were acquired using appropriate use of
competitive purchasing procedures; the costs
charged were reasonable and reflect actual price
after cash discounts or other credits;

-- Appropriate approvals were obtained for the
purchase of capital equipment; and

-- Costs related to purchase of capital equipment
properly represent direct rather than indirect
charges.

If items purchased were not utilized under the Head
Start program, report on the materality of such
transactions and on the status of equipment not
utilized.

Travel

Objectives

To determine (i) that the grantee has established and
applied acceptable travel policies, and (ii) that costs for
travel are allowable and allocable to the grant program.

References

45 CFR 1301.6-2: Personnel policies and procedures

45 CFR 74: Appendix C, Part II, Section B-28 -
Travel

45 CFR 74: Appendix F, Section G.46 -- Travel Costs



. Grantee's Policies and Procedures for Travel

General Audit Procedures

The auditor should obtain and review the grantee's travel
policies to ascertain that they are consistent with the

applicable Federal regulations cited above. In addition,
the auditor should test travel charges to determine that:

. Travel costs are consistently charged to the grant in
conformance with the grantee's travel policies;

. Travel costs claimed were applicable to the grant
program; and

. Travel costs were reasonable and consistent with the
approved budget and that first-class transportation
was not utilized except where permitted by the
Federal regulations cited above. If the grantee
organization has no formal travel policy, the
reasonableness of travel costs claimed may be
measured against the current per diem or mileage
rates approved under the Standardized Government
Travel Regulations.

Suggested audit steps for reviewing travel costs charged to
the Head Start Program grant are:

. Determine whether the grantee has formal travel
policies;

. On a selective basis, trace travel costs from the the
general ledger to supporting books of original entry;

. Examine travel costs charged to the grant as follows:

~— Determine whether the travel costs claimed are
consistent with the grantee's travel policies;

-- Select a representative sample of travel expenses
and ascertain:

- That all travel expenses are supported by travel
authorization documents, properly approved by an
appropriate grantee official;

- That all travel vouchers are approved by an
authorized grantee official;
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- That car mileage reimbursements are based on
odometer readings and are approved by authorized
person (s) ;

- That trip reports, interviews, etc, indicate
whether travel costs charged were grant related,
and that travel was necessary for the
performance of the grant; and

- That reimbursements for travel were limited to
travel authorized under the organization's
approved travel policy, but not in excess of the
limitations set by any special provisions of the
grant, if applicable.

. Determine whether the travel costs charged are
allowable. In making this determination, consider
the terms of the grant and the cost principles
incorporated therein.

Other Direct Costs

Objective

To determine whether other direct costs are allowable and
applicable to the grant program.

References

. 45 CFR 74: Appendix C, Part II - Standards for
Selected Items of Costs

. 45 CFR 74: Appendix F, Section G -- General
Standards for Selected Items of Cost

General Audit Procedures

In general, audit tests should be made to determine that:

. The types of expenditures involved were contemplated
in the originally approved budget and the
expenditures were adequately documented;

. The expenditures were reasonable. With respect to
reasonableness of rental of space, consideration
should be given to the physical aspects of the
facility, duration of the grant, renovation costs,
and rentals for similar facilities in the area;

- 25 -



Where other direct costs are common in nature, these
costs should be allocated to the benefiting projects
through an indirect expense pool or by other
equitable means; and

. Such other direct costs are allowable under the
applicable cost principles.

Suggested audit steps for the review of other direct costs
charged to the Head Start grant are: :

. On a selected basis, trace other costs from the
general ledger to supporting documentation;

. Ascertain whether the types of expenditures involved
were contemplated in the original budget or as
subsequently amended;

. Ascertain whether the other direct costs are
allocable to the grant program; and whether these
costs are common in nature and should be allocated to
the benefiting projects through an indirect expense
pool or by other equitable means; and

. Determine whether these other direct costs charged
are allowable. In making this determination consider
the terms of the grant and the cost principles
incorporated therein.

3.262 AUDIT OF INDIRECT COSTS

Objective

To determine the allowability and acceptability of the cost
base (s) to which the federally approved provisional or final
(if available) indirect cost rate(s) is applied in support
of any indirect costs claimed under this grant project.

References

. 45 CFR 74: Appendix C, Section F -- Indirect Costs

. 45 CFR 74: Appendix F, Section D -- Indirect Costs,
and Section E -- Determination and Application of

Indirect Cost Rate of Rates

General Audit Procedures

The auditor is expected to place appropriate emphasis on
those areas having the most impact on indirect costs and/or
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areas where the grantee has previously experienced problems.
If no indirect cost is allowed, the auditor should disregard
the succeeding procedures. Where it is allowed, the auditor
should:

. Examine indirect costs charged to this grant and
determine that:

-- Costs are not charged to both the indirect cost
pool and direct project costs -- compute and
report duplicated amounts; and

-- The rate (where an indirect cost rate has been
negotiated by a Government agency) applied by the
grantee is in agreement with the negotiated rate
and applied against the base identified in the
negotiation agreement.

. Determine whether indirect costs charged are
allowable. In making this determination, consider
the terms of the grant and the cost principles
incorporated therein.

. Report on deficiencies noted and provide constructive
recommendations for improved accounting for indirect
costs.

3.3 COMPLIANCE AUDIT

General Considerations

The Comptroller General's "standards for governmental
auditing" provide for a review of compliance with pertinent
legal and regulatory requirements. The standards on
reporting require a statement in the audit report regarding
major instances of noncompliance.

If the noncompliance materially affects the fairness of the
grantee's final expenditure report, consideration must be
given to qualifying the auditor's opinion or not expressing
one on the report. Guidelines on disclaimers and
qualifications of opinions developed by the AICPA should be
consulted if this question arises.

To make compliance findings meaningful, the audit should
contain (i) a clear reference to the law and/or regulation
involved, (ii) the auditor's comments on an agency's lack of
compliance with that law and/or regulation, (iii) an
explanation of the cause and effect of the grantee's failure
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to comply if noncompliance is found, and (iv) the auditor's
recommendations for corrective action.

3.31 PROPERTY MANAGEMENT

Objective
To determine whether the grantee maintains a property
management system for the Head Start Program adequate to
meet the guidelines provided in the HEW regulations, Subpart
0.

Reference

. 45 CFR 74.130, Subpart O -- Property

General Audit Procedures

In evaluating the grantee's property management system for
this program, the auditor should become familiar with the
provisions of the regulations referenced above. Review the
system and comment on those areas in need of improvement.
Audit emphasis should be placed on the following:

. Determine whether the grantee maintains property
records to account for equipment purchased under the
grant;

. Evaluate the adequacy of the property records
maintained and consider whether they contain
information necessary to identify the equipment, to
determine the acquisition date and cost, to identify
the location and use of the property, and to disclose
ultimate disposition if made;

. Ascertain whether the grantee takes a physical
inventory of grant equipment and reconciles the
results with property records at least once every two
years., Is a determination made to verify the
existence, current utilization and continued need for
the property?

. Determine whether differences between the property
record balances and the physical inventory balances
are investigated and reconciled;

. From the property records, physically test a sample

of equipment items purchased and/or sold under the
grant; and
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. Determine whether the grantee has established
procedures for disposing of equipment no longer
necessary to the grant project and has provided for
the proper treatment of the Federal share when the
property is traded or sold. (45 CFR 74, Sections
74.138 and 74.141).

3.32 APPROVALS FOR BUDGET REVISIONS

Objective

To identify and report on instances where grant budget revi-
sions exceeding the Federal flexibility guidelines were made
by the grantee without obtaining prior approval from the
grantor.

Reference
. 45 CFR 74.100, Subpart L -- Budget Revisions
. 45 CFR 74, Subpart Q -- Cost Principles

General Audit Procedures

OHD policy provides that the approval of a grant budget by
the granting office constitutes prior approval for the
expenditures of funds for specific items included in that
budget. Grantees may make revisions between and among
budget categories to meet unanticipated requirements, pro-
vided that grant funds will be used for purposes consistent
with Federal regulations or policies governing the program.
OHD policy incorporates the budget revision requirements of
Subpart L of 45 CFR 74, except that in accordance with the
option provided in 74.102(d), OHD has elected to waive the
limitations in 74.102(b) (3) and (b) (4). Budget revisions
for which grantees must request prior approval are listed in
the audit procedures below.

. Determine whether the grantee requested prior
approvals for budget revisions from the grantor
office whenever:

~—- The revision resulted from changes in the scope or
the objective of the grant-supported program;:

~-- Any budget line-item revision would indicate a
need for additional Federal funding;
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—-— The revisions involved the transfer of amounts
budgeted for indirect costs to absorb increases in
direct costs;

—-— The revisions involved any purpose disapproved or
restricted as a condition of grant award;

-- Except for State and local governments, revisions
caused expenditures in any budget period to exceed
125 percent of the amount originally budgeted for
equipment;

-— Funds were transferred to cover the cost of
alterations and renovations of facilities to
accommodate grant supported activities when funds
were not provided in this category in the original
budget or were increased beyond the amount
approved in the initial budget;

-- Funds were used for contracts or agreements
involving the transfer of project activities;

-- Funds were used to produce any motion picture film
for viewing by the general public; or

-- The revisions would cause the expenditure of funds
for any item or purpose not planned or budgeted
for in the approved budget or which required prior
approval under the applicable cost principles
contained in the appendixes to 45 CFR 74, Subpart
Q.

. State in your report reasons for any of the above
budget deviations or revisions that did not have
prior approval from the grantor office.

3.33 PERSONNEL MANAGEMENT

Objective
To ascertain whether the grantee has adopted personnel
policies and procedures as required by program regulations
for Head Start employees.

Reference

. 45 CFR 1301.6-2: Personnel policies and procedures
(Proposed Regulations)

. 45 CFR 1301.6-3: Comparability of Wages
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. 45 CFR 1301.6.6: Conflict of Interest
. 45 CFR 1301.6-7: Nepotism

General Audit Procedures

. Determine that the grantee has established written
personnel policies and procedures covering its
employees and that delegate agencies also have
written policies.

. Ascertain whether these policies and procedures have
been subject to approval by the Head Start Policy
Council or Committee.

. Review the policies and procedures to determine
whether the following required items are covered:

-- staff qualifications
-~ recruitment and selection
-- classification of positions

~-- salary ranges and increases (including the basis
of determining the amounts)

-~ employee benefits (including leave, holidays,
overtime, and fringe benefits)

-~ expenses incidental to official duties (including
travel and per diem)

-~ staff training, career development, and
performance evaluation

-- employee-management relations (including employee
grievance procedures in the event of termination
and other adverse actions)

-~ employee conduct (including outside employment and
acceptance of gifts and gratuities)

-- conflict of interest
-- nepotism
. Determine whether the personnel policies and

procedures have been issued to or made available to
all Head Start grantee and delegate agency employees.



. Examine the grantee's policies and procedures
concerning bases for establishing salary ranges and
increases to determine whether Federal requirements
are met. Comparability of wages is required by 45
CFR 1301.6-3.

. Determine whether the grantee's policy on conflict of
interest meets the requirements of 45 CFR 1301.6-6.

. Ascertain whether the requirement of 45 CFR 1301.6-7
are met by the grantee's policy concerning nepotism.

. Review a randomly selected sample of employees'’
personnel files to determine whether the written
personnel policies appear to be implemented. The
review should include comparison of salary levels,
employvee benefits, and reimbursement of official
expenses to prescribed policies and procedures. The
auditor's review of payroll, fringe benefits, and
travel as part of the financial audit section should
provide some evidence of actual practices.

. Comment on any deficiencies disclosed by the audit in
the grantee's personnel policies, procedures, or
practices.

3.34 FACILITY STANDARDS

Objective
To determine whether the grantee has evidence of compliance
with the facility standards required for each of its Head
Start centers.

Reference

. 45 CFR 1304.2-~3: Education services plan content:
Facilities

. 45 CFR 1304.3-10(f): Food services operations

General Audit Procedures

. From the grantee obtain State or local licensing
certifications and/or similar documents to ascertain
that the grantee has evidence of compliance with the
requirements of 45 CFR 1304.2-3. This regulation
states in part: "Evidence that the center meets or
exceeds State or local licensing requirements for
similar kinds of facilities for fire, health, and



safety shall be accepted as prima facie compliance
with the fire, health and safety requirements of this
section.”

. To determine that the grantee has complied with the
requirements for food service operations set forth in
45 CFR 1304.3-10(f) , review the grantee's licensing
and/or self-inspection reports and ascertain that the
food service operations have been approved.

. To obtain an indication of actual, current conditions
in the grantee's Head Start center, walk through the
centers to observe any obvious noncompliance with the
regulations cited above. When many centers are
operated by one grantee, the auditor should limit the
walk-throughs to selected centers. Centers without
proper licenses should be given priority.

. Comment on deficiencies noted in compliance with
facility standards. The absence of required licenses
should be reported as well as the existence of any
noncompliance noted in the walk-throughs.

Except for the "walk-through" inspection mentioned above,
completion of the audit procedures in this section of the
audit guide should be limited to a review of available
records. When the required records are not available or do
not appear to be sufficient to permit the reviewer to
ascertain whether or not the grantee is in compliance with
the performance standards, the auditor should comment on the
availability of records in the audit report but need not go
beyond a walk-through. However, if the walk-through
discloses any obvious or serious violation, it should be
immediately brought to the attention of the grantee and the
appropriate OCD office.

3.35 HEALTH RECORDS

Objective

To determine whether the grantee maintains a health records
system which meets the provisions of the performance
standards.

Reference

45 CFR 1304.3-5: Medical and dental records

General Audit Procedures




Randomly select a sample of records for children
participating in the grantee's program and determine
whether:

-- individual health records are kept; and

-- health records contain the child's medical
history, screening results, medical and dental
examination data, evaluation of this material, and
up-to-date information about treatment and follow-
up (Sections 1304.3-3 and 1304.3-4 describe the
required types of medical and dental material in
more detail)

. Ascertain whether there is evidence that the grantee:
-- forwards, with parent consent, the health records

to either the school or health delivery system or
both when the child leaves the program;

-- gives parents a summary of the records which
includes information on immunization and follow-up
treatment;

-- assures that parents are told the nature of the
data to be collected, the uses to which the data
will be put, and that the uses will be restricted
to the stated objectives.

. Report on any aspects of the grantee's health records
system which the review indicates do not meet the
performance standards referred to in this section
(3.35) of the audit gquide.

3.36 POLICY GROUPS

Objective

To ascertain whether the grantee has established the Head
Start policy groups required by the performance standards.

Reference

. 45 CFR 1304.5-2: Parent Involvement Plan Content:
Parent Participation

General Audit Procedures

. Determine whether the grantee has set up the Head
Start policy groups required by Appendix B, Section
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B, paragraph 1-la, of 45 CFR 1304.5-2. Normally the
following groups are required.

-- Head Start Center Committee (for each center) ;

-- Head Start Policy Committee (for each delegate
agency) ; and

-- Head Start Policy Council (for the grantee--note
that the regulations provide that when a grantee
has delegated the entire program to one delegate
agency, it is not necessary to have a Policy
Council in addition to the delegate agency's
Policy Committee).

. If the grantee has not established the proper groups,
comment on the current status and planned action for
meeting the requirement.

3.37 ELIGIBILITY

Obijective

Ascertain whether the grantee has a system for screening
applicants to determine their eligibility.

Reference

. 45 CFR 1305.3 through 45 CFR 1305.9 (Proposed
Regulations)

General Audit Procedures

. Review the grantee's system for determining
eligibility. The grantee's system should provide for
a review of all applicants to insure conformance with
Head Start eligibility requirements. The auditor
should determine that:

-- Eligibility is determined immediately preceding
enrollment of the child (1305.6);

~~- Head Start enrollees, including handicapped
children, are between three years of age and the
age of compulsory school attendance (1305.3);

-- At least 90 percent of the enrollees, including

handicapped children, are from low-income families
(1305.4) ;
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-- When applications for admission to a Head Start
Program are received for more children from low
income families than the Head Start program can
accommodate, the children from the lowest income
families are given preference (1305.4);

-- Enrollees from families which are Public
Assistance recipients are considered as eligible
even though the family income exceeds the income
guidelines for that size family (1305.4);

-- When other than low-income enrollees are admitted,
they meet the criteria developed locally for that
Head Start program (1305.4);

-- Handicapped children who are otherwise eligible
are enrolled in the program (1305.5);

-- At the time of the commencement of an enrollment
year when enrollment from other than low-income
families exceeds 10 percent, no more children from
this category shall be admitted until the
enrollment of other than low-income enrollees
again drops below 10 percent (1305.7);

-- The applicable income guidelines are used
consistently with reference to the size of the
family and the family income (1305.8); and

-- Available documentation indicates that fees are
collected only on a voluntary basis and that any
fees collected are accounted for according to
Federal requirements (1305.9).

. Comment on any aspects of the grantee's system for
determining eligibility that do not meet the above
Federal requirements.

3.4 EXIT CONFERENCE

Upon completion of the field work, the auditor must hold a
closing or exit conference with senior officials of the
grante organization. Any audit findings and
recommendations, in either the financial or compliance
areas, should be fully discussed.

The exit conference gives the auditor an opportunity to
obtain comments on the accuracy and completeness of the
facts presented and the conclusions reached. This
conference also serves to provide the grantee officials with
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advance information as a basis for initiating corrective
action without waiting for the final audit report. Whenever
possible, the concurrence or the reasons for nonconcurrence
by the grantee should be obtained and incorporated in the
report. Information on any corrective measures taken or
promised to be taken by the grantee should also be included
in the appropriate sections of the report under a caption
"Grantee's Comments."

The audit working papers should contain the name of the
auditor (s) who conducted the exit conference; the names ana
positions of grantee officials with whom the exit conference
was held; details of the discussions; and a summarization of
the reactions, conclusions, and recommendations of the
grantee officials.

3.5 REPORTING REQUIREMENTS

The final audit report will be issued to the grantee organi-
zation's Board of Directors or, if a public agency, to the
Director of the agency having jurisdiction over and
responsibility for the organization administering the Head
Start Program grant. The required format for this report is
shcwn in Section 3.7 of this guide.

In accordance with the principles of the Freedom of
Information Act (Public Law 90~23), HEW Audit Agency reports
issued to the Department's grantees and contractors are made
available, if requested, to members of the press and general
public, to the extent information contained therein is not
subject to exemptions in the Act, which the Department
chooses to exercise. (See Section 5.71 of the Department's
Public Information Regulation, dated August 1974, as
revised.) Non-Federal audit reports processed through the
Agency's audit control system are subject to these same
principles.

3.6 REPORT DISTRIBUTION

Audit reports on the Head Start Program grants should be
issued not later than 120 days after the end of the program
budget year unless special circumstances warrant an
extension of the issue date. If an extension of time is
needed, the appropriate OCD Headquarters official or
Assistant Regional Director for Human Development should be
advised and provided with a revised target date for
submission of the final audit report.

Section 1301.3-3(c) of the proposed Head Start program
regulations requires that the auditor provide seven (7)

- 37 -



copies of the final audit report to the appropriate HEW
Regional Audit Director (see Appendix A). For grants
awarded by the HEW/OHD Regional Office, two (2) additional
copies will be sent to the OHD Grants Management and Budget
Office (see Appendix B for mailing address). For grants
awarded by OHD Headquarters, two (2) additional copies will
be mailed to:

Grants and Contracts Management Division

Office of Human Development

U.S. Department of Health, Education, and Welfare
South Portal Building - Room 341 F5

200 Independence Avenue, S.W.

Washington, D.C. 20201

The independent audit firm also will provide the grantee
with a minimum of two (2) copies of the final audit report.

3.7 REPORT FORMAT

All audit reports should include a cover page, signed trans-
mittal letter, table of contents, exhibits, and narrative
sections as necessary. The cover page should show:

Name of Grantee

City and State

Title of Report

Grant Number

Period Covered by Audit
Date of Report

CONTENTS

The table of contents should set forth the major sections of
the report with their respective page numbers. It is
suggested that the table of contents be arranged into five
parts as follows:

Page

Introduction

Background
Scope of Audit

Highlights of Audit Results

Financial



Internal Accounting and
Administrative Controls

Compliance

Financial

Auditor's Report on Financial Statements
Exhibits
Findings and Recommendations - Financial

Internal Accounting and Administrative
Controls and Compliance

Auditor's Conclusions on Internal
Accounting and Administrative
Controls and Compliance

Findings and Recommendations -
Internal Accounting and
Administrative Controls and
Compliance

Prior Audit Reports

PART I - INTRODUCTION

Background

This introductory section of the report is designed to
provide a general description of the audited entity and
program. The background section enables the reader to put
into perspective the scope of audit and highlights of audit
results sections. The background section should be kept as
brief as possible.

Background information generally includes statements on the
nature, authority, purpose, size, and organization of the
audited entity and program. In addition, this section
should include very brief information as to the other
Federal and non-Federal programs administered by the
grantee. The approximate annual funding levels relating to
these programs should be stated.

An illustrative background section follows:

"INTRODUCTION
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"Background

"The (grantee's name) operates a full year Head Start
program. The Head Start program provides comprehensive
early child development for disadvantaged preschool
children and their families. For the grant budget year
ended , the grantee received § in
program funds. In addition, the grantee received
during the fiscal year other Federal funds including

$ for U.S. Department of Agriculture food costs
reimbursements, and $ for grants from the
Community Services Administration.

Scope of Audit

This section should clearly explain the scope and objectives
of the audit. While the scope section must be tailored for
each report, the following characteristics are generally
present:

1. A specific statement concerning the conduct of the
audit in accordance with Standards for Audits of
Governmental Organizations, Programs, Activities
& Functions issued by the U.S. Comptroller General
in June 1972 (1974 reprint) and with this audit
guide.

2. Clear and precise statements of the specific audit
objectives, with sufficient information to enable
the reader to ascertain the nature of the audit
work completed.

3. Statements concerning the places at which the
audit was conducted.

4. Qualifying or limiting remarks, if needed, to
avoid unwarranted inferences concerning the scope
and purpose of the audit and to call attention to
deviations from the areas of audit coverage
specified in Chapter 3 of this guide.

We recognize that some of the information included in the
scope section will also be in the "Auditor's Report on
Financial Statements." However, we have concluded that it
is necessary to include the information in both places in
order to clearly present the scope and purpose of the audit
and to avoid unwarranted inferences.

An illustrative example of a scope section follows:
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"Scope of Audit

"Our audit of the grantee's Head Start program under
grant number was performed in accordance with
Standards for Audit of Governmental Organizations,
Programs, Activities & Functions issued by the U.S.
Comptroller General in June 1972 (1974 reprint) and the
prescribed HEW Guide For Audits of Head Start Program
Grants, dated January 1977. The audit covered the
period through and field work
was performed during the period from to

at the grantee's administrative office.

"Our audit included:

-- expressing an opinion on the Statement of
Revenues, Expenses and Changes in Fund Balances
and the final Financial Status Report for the
grant budget year,

-- ascertaining whether costs claimed for Federal
funding under the grant as shown on the above
financial statements are fairly presented in
conformity with the terms of the grant agreement
and with the HEW cost principles (45 CFR 74),

-- assessing the grantee's internal accounting and
administrative controls based on the procedures
established in the HEW audit guide, and

-- determining if the program was administered in
compliance with applicable laws, regulations, and
HEW instructions as identified in sections 3.2 and
3.3 of the HEW audit guide and the grant
provisions."

PART II - HIGHLIGHTS OF AUDIT RESULTS

This section summarizes what the auditor found, what actions
are recommended, and what the grantee's response was. The
highlights section is particularly useful to those readers
who desire a quick, clear synopsis of the audit results.

An illustrative highlights section follows:

"HIGHLIGHTS OF AUDIT RESULTS

"Financial
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"Our audit of costs claimed by the (grantee's name) for
the period through disclosed that
grant funds were generally administered in a
satisfactory manner. However, of the $56,226 reported
as program costs, we are recommending a financial
adjustment (see Schedule 1) of $3,253 which includes:

Error in computing per diem allowances $ 97

Duplicate food costs reimbursements by
OCD and USDA 7 1,265
Inadequate documentation of services 1,554
Costs unrelated to project 337
$3,253

"Our findings and recommendations are discussed on page
. The final determination as to the allowability
of costs will be made by the grantor agency.

"The grantee agreed to improve its procedures for
documenting services, but informed us that it considers
the costs claimed allowable. Similarly, the grantee
contends that the other costs recommended for
adjustment are allowable exclusive, however, of the
duplicate food costs reimbursements.

"Internal Accounting and Administrative Controls

"We found that although the grantee's system of
internal accounting and administrative controls was
generally satisfactory, a number of improvements should
be made in the billing and accounting procedures for
costs claimed. Specifically, all program credits
should be posted to the program account. During our
audit we identified $1,265 as duplicated reimbursements
by OCD and USDA for food costs. Our comments on the
grantee's internal accounting and administrative
controls are on page .

"The grantee agreed to strengthen supervisory review
over the billing and accounting procedures and agreed
to make an appropriate financial adjustment. The
revised procedures were implemented by the end of our
field work.

"Compliance

"Our review indicated that the grantee had generally
administered its program in accordance with Federal
requirements. Improvements should be made, however, in
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keeping records on equipment acquired under the grant.
Our comments on compliance appear on page .

"The grantee agreed to develop a better recordkeeping
system for property."

PART III - FINANCIAL

Auditor's Report on Financial Statements

An illustrative example of an unqualified auditor's report
section follows:

"We have examined the Statement of Revenues, Expenses
and Changes in Fund Balances of the (grantee's name)
under Grant No. for the period (date) to (date)
(See Exhibit A). Our examination was made in
accordance with the Standards for Audits of Govern-
mental Organizations, Programs, Activities & Functions,
issued by the U.S. Comptroller General in June 1972
(1974 reprint), applicable to the financial and
compliance elements of an audit. Accordingly, we
conducted such tests of the accounting records and such
other auditing procedures as we considered necessary in
the circumstances including the audit requirements set
forth in the Guide For Audits of Head Start Program
Grants issued by the Department of Health, Education,
and Welfare, dated January 1977.

"In our opinion, the Statement referred to above
presents fairly the revenues, expenses and changes in
fund balances of (grantee's name) Head Start program
under Grant No. for the period to

in conformity with the terms of the grant
agreement and the prescribed HEW cost principles (45
CFR 74) applied on a basis consistent with that of the
preceding year.

"Our examination was made primarily for the purpose of
formulating an opinion on the Statement of Revenues,
Expenses and Changes in Fund Balances. Although not
considered necessary for fair presentation of revenues,
expenses and changes in fund balances, the annual
Financial Status Report (Exhibit B) for the period

to is presented for supplementary
analysis purposes. The information contained in
Exhibit B was subjected to the same auditing procedures
applied in our examination of the Statement of
Revenues, Expenses and Changes in Fund Balances and is,
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in our opinion, fairly stated in relation to Exhibit A
taken as a whole."

Note: When conditions are such that a qualified,
adverse or disclaimer of opinion is warranted;
the auditor's report should include a statement
of all reasons which necessitated the qualified,
adverse or disclaimer of an opinion. (See
Statement on Auditing Standards -- Reports on
Audited Financial Statements.)

Sample language for qualifying an opinion because of cost
adjustments follows:

"We have identified $3,253 in costs recommended to be
disallowed. The Schedule of Recommended Costs to be
Disallowed (Schedule 1) lists these costs. The final
determination as to whether these costs are allowable
or unallowable will be made by the Department of
Health, Education and Welfare.

"In our opinion, subject to any effects of the ultimate

resolution of recommended adjustments, the financial

statements referred to above present fairly . . ."
Exhibits

The final audit report should include as exhibits and
schedules:

--Exhibit A, Statement of Revenues, Expenses and
Changes in Fund Balances,

--Exhibit B, a copy of the Financial Status Report
audited, and

--Schedule 1, Schedule of Recommended Costs to be
Disallowed.

Suggested formats for these exhibits and schedules are
attached.

Findings and Recommendations -~ Financial

Any findings and recommendations in the financial area
should be grouped by category and included in this section.
Each finding should be explained in sufficient detail to
enable the reader to understand both the cause and the
effect of the deficiency. The explanation of each finding
should:



1. Describe the deficiency noted;

2. State the cause of the deficiency (for example,
lack of established controls or improper
implementation of controls);

3. Describe the extent of the deficiency, including
the size of the universe, sample size, error rate,
and dollar amount of error, if any;

4, Describe, if possible, the effect of the
deficiency on. the operation and the financial
statements; and

5. Include a recommendation that should correct the
cause of the deficiency noted and when appropriate
a recommendation for recovery of Federal funds.
Any amounts recommended for recovery should be
shown in the computation of recommended
disallowances and be cross-referenced by caption
to the appropriate finding and recommendation in
this section. Note that recommendations by the
auditor for recovery of Federal funds do not
necessarily mean that the costs questioned will be
disallowed. The final determination as to
allowability of costs will be made at HEW.

PART IV - INTERNAL ACCOUNTING AND ADMINISTRATIVE CONTROLS
AND COMPLIANCE

Auditor's Conclusions on Internal Accounting and Admini-
strative Controls and Compliance

The following is to be included as the auditor's conclusions
on internal accounting and administrative controls and
compliance:

"We have examined the financial statements (Exhibits A

and B) for the period through for
the grantee's Head Start program. Our opinion on these
statements is on page . As a part of our

examination, we reviewed and tested the grantee's
system of internal accounting control to the extent we
considered necessary to evaluate the system as required
by Standards For Audits of Governmental Organizations,
Programs, Activities & Functions issued by the U.S.
Comptroller General in June 1972 (1974 reprint). Under
these standards the purpose of such evaluation is to
establish a basis for reliance thereon in determining
the nature, timing, and extent of other auditing

- 45 -



procedures that are necessary for expressing an opinion
on the financial statements.

"We have also made a study of those internal accounting
control and administrative control procedures of the
grantee that we considered relevant to the criteria
established by the Department of Health, Education, and
Welfare as set forth in sections 3.2 and 3.3 of its
audit guide issued January 1977. Our study included
tests of compliance with such procedures during the
period from through .

"The objective of internal accounting control is to
provide reasonable, but not absolute, assurance as to
the safeguarding of assets against loss from
unauthorized use or disposition, and the reliability of
financial records for preparing financial statements
and maintaining accountability for assets. We
understand that the objective of those administrative
control procedures comprehended in the HEW criteria is
to provide similar assurance as to compliance with its
related requirements. The concept of reasonable
assurance recognizes that the cost of a system of
internal control should not exceed the benefits derived
and also recognizes that the evaluation of these
factors necessarily requires estimates and judgments by
management.

"There are inherent limitations that should be
recognized in considering the potential effectiveness
of any system of internal control. In the performance
of most control procedures, errors can result from
misunderstanding of instructions, mistakes of judgment,
carelessness, or other personal factors. Control
procedures whose effectiveness depends upon segregation
of duties can be circumvented by collusion. Similarly,
control procedures can be circumvented intentionally by
management with respect either to the execution and
recording of transactions or with respect to the
estimates and judgments required in the preparation of
financial statements. Further, projection of any
evaluation of internal control to future periods is
subject to the risk that the procedures may become
inadequate because of changes in conditions and that
the degree of compliance with the procedures may
deteriorate.

"We understand that procedures in conformity with the

criteria referred to in the second paragraph of this
part of the report are considered by HEW to be adequate
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for its purpose in accordance with the provisions of
the Head Start-Follow Through Act and related
regulations, and that procedures not in conformity
therewith indicate some inadequacy for such purposes.
Based on this understanding and on our study, we
believe the grantee's procedures were adequate for

HEW's purposes. (Note: The sentence should be
continued as follows, if appropriate: "except for the
conditions described on pages through of this

report which we believe are not in conformity with the
criteria referred to above.")

"This report is intended for use in connection with the
grant to which it refers and should not be used for any
other purposes.”

Note: If the accountant's report on the audit of the
financial statements is qualified, the auditor
must consider whether or not the nature of the
qualifications is such as to affect the
conclusions on the internal accounting and
administrative controls or any compliance
information.

Findings and Recommendations - Internal Accountingand
Administrative Controls and Compliance

This section will contain compliance and internal control
findings and recommended corrective action to be taken.

Each finding should be explained in sufficient detail to
enable the reader to understand both the cause and effect of
the discrepancy. The recommendation should be presented in
a manner that will illustrate how this corrective action
will improve program operations and when appropriate include
a recommendation for recovery of Federal funds. Any amounts
recommended for recovery should be shown in the computation
of recommended disallowances and be cross-referenced by
caption to the appropriate finding and recommendation in
this section. Note that recommendations for recovery of
Federal funds by the auditor do not necessarily mean that
the costs questioned will be disallowed. The final
determination as to the allowability of costs will be made
by the grantor agency.

PART V - PRIOR AUDIT REPORTS

This part will include the status of actions on findings
reported in prior year audits. Where adequate corrective
action has not been taken and the finding is reported again
in either of the findings and recommendations sections of
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the current report, the auditor need only briefly describe
the prior finding and show the page reference where it is
included in this current report.
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EXHIBIT A

(Grantee's Name)
Head Start Grant No,
Statement of Revenues, Expenses, and Chu:gen in Fund Balance
For the Period Through

Approved COB Balances
REVENUES Budget I/  Actua1 2/ _Current Year
OCD Funds --
Amount Awarded this Budget Period 3/ $41,063 $41,063
Reprogrammed Funds:
Unobligated Balance(s) of Funds for Prior P.riod(l) 2,089 2,089
Sustained Questioned Costs Repaid b; Grantee -0- ~0-
Total OCD Funds for Grant Budget Year $43,152 $43,152
Reimbursements --
USDA (Special Food Service Program) &/ 1,265
Program Income -- «0- «~0-
Grantee's_Contribution -- 14, 982 14, 982
Grand Total $58.134 $59.399
EXPENSES'
OCD's Share --
Head Start Full-Yenr/FuleDlz (CAN X-XXXXX 23) -~
Direct Costs --
Personnel $21,717 $21,400 $ 317
Fringe Benefits 2,172 2,140 32
Travel 600 600 -0~
Equipment 300 300 -0-
Consumable Supplies -- u
Food: OCD 1,581 1,600 [19]
USDA -0- «0- -0-
Other Supplies 500 525 [25)
Contractual «0- «0- -0-
Other 10,726 9.362 , 364
Sub-Total $37,596 $35, 927 31 , 669
Indirect Costs -- =0- ~0- -0-
Total $37.59% $35, 927 $1,669
Handicapped (CAN X-XXXXX 26) --
Direct Costs --
Personnel -0- ~0-
Fringe Benefits -0- -0-
Travel H 315 $ 325 $ [10)
Equipment -0- ~0-
Consumable Supplies -0- ~0-
Contractual 1,100 1,100
Other 4,141 3. 900 24!
Sub-Total $ 5,556 $ 5,325 $ 231
Indirect Costs -- -0- ~0- -0-
Total $_5,556 $ 5,325 $_23
OCD Total $43,152 $41,252 Sl|900
Grantee's Share --
Head Start Full-Year/Full-Day (CAN X-XXXXX 23) --
Grantee $ 7,554 $ 7,600
State 4,652 4,652
Other Sources -0- ~0-
Total $12, 206 $12,252
Handicapped (CAN X-XXXXX 26) --
Grantee $ 1,672 $ 1,650
State 372 372
Other Sources 732 700
Total $ 2,776 $ 2,722
Grantee's Total $14,982 $14.974
Grand Total $58, 134 $56,226
Revenues Over (Under) Expenses -- $ 3,173
Fund Balance Adjustments --
Fund Balance(s) for Prior Periods Not Reprogrammed:
Grant No. , 1973/1974, Head Start Full-Year/Full-Day $1,100
Grantee's Share of Expenses Over (plus) or Under (minus)
Amount of Approved Budget Contribution: $14, 982
-14,974 { 8)
Sustained Questioned Costs Not Repaid by Grantee:
Grant No. . 1973/1974, Head Start Full-Year/Full-Day 492 1,584
TOTAL FUND BALANCES AS ADJUSTED AT (Date--end of current $.4,757

Grant Budget Year)

Notes to Auditor: 1/ Total budget as approved in the grant or as subsequently revised and officially

approved by an amendment to the grant award document.

2/ See Schedule 1 for an itemization of r ded disall

3/ New Obligational Authority (NOA)--Recorded on line 15, C of NGA as amended
{unrelated to cash received)

4/ Carry-Over Balance (COB)--Recorded on line 15, B of NGA, as amended,

5/ Total Obligational Authority (TOA)--Recorded on line 15. A of NGA, as amended.

6/ Determine from grantee's accounts and records.

7/ Determine breakout of budgeted amount for food from grantee's accounts and records,
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(Grantee's Name)
Head Start Grant No.
Schedule of Recommended Costs to be Disallowed

For the Period

Program Cost
Categories

OCD's Share --
Head Start Full-Year/Full-Day (CAN X-XXXXX 23)
Direct Costs --
Personnel
Fringe Benefits
Travel
Equipment
Consumable Supplies --
Food: OCD

USDA
Other Supplies
Contractual
Other
Sub-Total
Indirect Costs --
Total

Handicapped (CAN X-XXXXX 26)
Direct Costs --
Personnel
Fringe Benefits
Travel
Equipment
Consumable Supplies
Contractual
Other
Sub-Total
Indirect Costs --
Total
OCD Total

Grantee's Share --
Head Start Full-Year/Full-Day (CAN X-XXXXX 23)
Grantee
State
Other Sources
Total

Handicapped (CAN X-XXXXX 26)
Grantee
State
Other Sources
Total
Grantee's Total

Grand Total

1/ Source: Exhibit A

SCHEDULE 1

Through
Costs Recommended
Incurred~’ Disallowances Explanation
$21,400 -0-
2,140 -0-
600 $ 97 Erros in Computation of Per Diem
300 -0- Allowance (see page ___ )
1,600 1,265 Duplicate Payments for Food
Costs (see page )
«0- «0-
525 -0-
«0- 0=
9.362 337 Costs Unrelated to Project
$35, 927 $1,699 (see page ___)
«0- «0-
$35. 927 $1.699
«0- 0=
«0= -0-
$ 325 -0-
-0- -0
«0- 0=
1,100 $ 100 Unsupported Costs (see page )
3,900 63 Unsupported Costs (see page )
$ 5,325 $ 163
«0- -0-
$ 5,325 $_163
$41,252 $1,862
$ 7,600 $ 974 Unsupported Costs (see page )
4,652 -0-
-0~ «0-
$12.252 $_974
$ 1,650 $ 417 Unsupported Costs (see page )
372 -0- -_—
700 =-0-
$_ 2,722 $__417
$14.974 $1,391
$56,226 $3,253




REGION I

REGION I

REGION III

REGION IV

REGION V

REGION VI

REGION VII

REGION VIII

REGION IX

REGICN X

HEW Regional Audit Directors

Mr. Edward A, Parigian (Title)

Bulfinch Building

15 New Chardon Street

Boston, Massachusetts 02114
617-223-6888

Mr. Bernard Luger (Title)

Federal Building

26 Federal Plaza

New York, New York 10007
212-264-4620

Mr. Gervus A. Rafalko (Title)

P.O. Box 13716

Philadelphia, Pennsylvania 19101
215-597 6743

Mr. Emil A, Trefzger (Title)
Peachtree-Seventh Building
50 Seventh Street, NE.
Atlanta, Georgia 30323
404-526-5822

Mr. Asher Tenner (Title)

300 South Wacker Drive

Chicago, Illinois 60606
312-353-2621

Mr. Glyndol J. Taylor (Title)

1200 Main Tower Building

Dallas, Texas 75202
214-749-3359

Mr. John C. Stanford (Title)

601 East 12th Street

Kansas City, Missouri 64106
816-374-3591

Mr. Leo Milner (Title)
Federal Office Building
1961 Stout Street
Denver, Colorado 8C294
303-837-4221

Mr, Herbert Witt (Title)

Federal Office Building

50 United Nations Plaza

San Francisco, California 94102
415-556-5766

Mr. Kenneth E. Sill (Title)
Arcade Plaza Building
1321 Second Avenue
Seattle, Washington 98101
206-442-0452

APPENDIX A

States Covered

Connecticut, Maine, Vermont,
Magsachusetts, New Hampshire,
Rhode Island

New York, New Jersey, Puerto
Rico, Virgin Islands

Delawa.re, District of Columbia,
Maryland, Pennsylvania, Virginia,
West Virginia

Alabama, Florida, Georgia,
Kentucky, Mississippi, North
Carolina, South Carolina,
Tennessee

Illinois, Indiana, Minnesota,
Michigan, Ohio, Wisconsin

Arkansas, Louisiana, New Mexico,
Oklahoma, Texas

Iowa, Kansas, Missouri,
Nebraska

Co'orado, Montana, North Dakota,
Scuth Dakota, Utah, Wyoming

Arizona, California, Hawaii,
Nevada

Alaska, Idaho, Oregon,
Washington

Date: January 1, 1977



OHD Regional Grant Management and Budget Directors

REGION I

REGION II

REGION I1I

REGION IV

REGION V

REGION VI

REGION VII

REGION VIII

REGION IX

REGION X

Mr. St. Clair Phillips (Title)

John F. Kennedy Federal Building

Government Center

Boston, Massachusetts 02203
617 -223-4382

Mr. Nicholas Cordasco (Title)

Federal Building

26 Federal Plaza

New York, New York 10007
212-264-4117

Mr. William R, Chesser (Title)

3535 Market Street

Philadelphia, Pennsylvania 19101
215-596-6565

Mr. Andy Alexander (Title)

50 Seventh Street, NE,

Atlanta, Georgia 30323
404-526-3524

Mr, William Edgell (Title)

300 South Wacker Drive

Chicago, Illinois 60606
312-353-4502

Mr. Robert Stovenour (Title)

1507 Pacific

Dallas, Texas 75202
214-749-2616

Mr, William Howard (Title)

601 East 12th Street

Kansas City, Missouri 64106
816-374-2911

Mr. Masaru Yoshimura (Title)

1961 Stout Street

Denver, Colorado 80294
303-837-2011

Mr, Norman Nagao (Title)

Federal Office Building

50 United Nations Plaza
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Public Law 93-644
93rd Congress, H. R. 14449
January 4, 1975

An Art

Te provide for the extension of 1leudstart, community action, community e«mo.mlc
developuient, und othee progrims utder the Feononie Vpportunity Act of 1A,
to provide for Increased involvement of State and local goveruwcnts in anti-

poverty effurts, snd for viber purpuses.

Be it enacted by the Scnate and House of Represeatatives of the
United States of America in Congress assembled. That tlu.s Act may
bo cited as the “IIcadstart, Economic Opportunity, and Community

Partnership Act of 19747,
STATEMENT OF FURPORE

Skc. 2. It is the purpose of this Act to extend progzrams under the
Economic Opportunity Act of 1964, including Ileadstart, community
action, and community economic development prograris; and to pro-
vide for increased involvement of State and local governments in anti-
poverty efforts by authorizing u community partnership program.

APPENDIX C

Headstart,
gcoriomie
Opportunity,
and Corwunity
Partnership
Aet of 1974,
42 UsC 2701
nots.

42 USC 2706
note.

42 UsC 2701
note.

B8 STAT., 2291

SHORT TITLE AND DEFINITIONS

Skc. 3. The Economic Opportunity .\ct of 1964 is amended by add-
ing after scction 2 the following new sections:

“g1ORT TITLE

“Src. 101. This title and titles IT throngh IX of this Act may be
cited as the ‘Community Services Act of 1974%

o e o

“TITLE V—HEADSTART AXND FOLLOW,THROUGH

“RUHORT TITLE

“Src. 801. This title may be cited as the “Icadstart-Follow
Through Aet” (hervinafter in this title referred to as the “Act”).

“STATEMENT OF PURPOSE

“See, 32, In recognition of the role which Project Headstart has
played in the effective delivery of comprehensive health, educational.
nutritional, social. and other services to economically disadvantaged
childien and their families. the Act extends the authority for appro-
priztion of funds for that program.

“PULICY WITII REXPECT TO INDIAN AND MIGRANT CUILDREN

“35ec, 303, In carrying out the purpases of part .\ the Secretary shall
continue the administrative armngement responsible for meeting the
needs of migrant and Indian children and shall assure that appropriate
funding is provided to meet such needs.

“Paur A—Heapstarr Procraxs
SPINANCIAL ASSISTANCE FOR HFEADSTAKT PROGRAMS

“Src. 511, The Secretary may, upon application by an ageney which
is cligible for designation as a Headstart agency pursuant to section
814, provide financial assistance to such agency tor the planning, con-
duct, administration. and evaluation of a Headstart progeam focused
primarily upon children from low-income families who have not
reached the age of compulsory school attendance which (1) will pro-
vide such comprehensive health, nutritional, educational, social, and
other services ax will aid the children to attain their full potential, and
(2) will provide for direct participation of the parents of such chil-
dren in the development, conduct, and overall program dircction at
the local level. :

_1/ Excerpt from Public Law 93-644

88 STAT. 2252

Coewsunity
Services Act
42 ysc 2701
note.

1/

——

Headstart-
Follow
Through Act.
42 Usc 2921.

42 UsSC 2922,

42 USC 2923.

42 USC 2928,
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42 USC 2928a.

42 USC 2928b.

Handicapped
cnildren,

20 USC 1401,
Report to
Congress.

4 AUTHORIZATION OF APPROPRIATIONS

“Src. 512, There are authorized to be appropriated for carrying out
the purposes of this part such’sums as may be necessary for fiscal years
1975 through 1977.

“ALLOTMENT OF FUNDS; LIMITATIONS ON ASSISTANCE

“Skc. 513. (a) Of the sums appropriated pursuant to section 512
for any fiscal year beginning after June 30, 1975, the Secretary shall
allot not more than 2 per centum among Guam, American Samoa, the
Trust Territory of the Pacific Isla..ds, and the Virgin Islands, accord-
ing to their respective needs. In addition, the Secretary shall reserve
not more than 20 per centum of the sums so appropriated for use in
accordance with such criteria and procedures as he may prescribe. The
remainder shall be allotted among the States, in accordance with the
Iatest satisfactory available data. so that equal proportions are distrib-
uted on the basis of (1) the relative number of public assistance recip-
ients in each State as compared to all States, and (2) the relative
number of related children living with fainilies with incomes below the
poverty line in cach State as compared to all States: but there shall be
made available, for use by Headstart pro,srams within each State, no
less funds for any fiscal year than were oblignted for use by Headstart
programs within such State with respect to fiscal year 1975. Allocation
of such increases within each State shall, to the exient feasible, be made
in such manner as to reflect the proportionate increases in program
costs incurred by grantees, in accordance with regulations which the
Secretary shall prescribe for this purpose. For the purpose of this sub-
section, the Sccretary shall utilize the criteria of poverty used by the
Bureau of the Census in compiling the 1970 decennial census.

“(b) Financial assistance extended under this part for a Headstart
program shall not exceed 80 per centum of the approved costs of the
assisted program or activities, except that the Secretary may approve
assistance in excess of such percentage if he determines, 1n accord-
ance with regulations establishing objective criteria, that such action
is required in furtherance of the purposes of this part. Non-Federal
eontributions mzy be in cash or in kind, fairly evaluated, including but
not limited to plant, equipment, or services. The Secretary shall not
require non-Federal contributions in excess of 20 per centum of the
approved costs of programs or activities assisted under this part.

%(c) No programs shall be approved for assistance under this part
unless the Secretary is satisfied that the services to be provided under
such program will be in addition to, and not in substitution for, com-
parable services previously provided without Federal assistance. The
requirement imposed by the preceding sentence shall be subject to such
regulations as the Secretary may prescribe.

4(d) The Seccretary shall establish policies and procedures designed
to assure that for fiscal year 1475 not less than 10 per centum of the
total number of enroliment opportunities in Headstart programs in
the Nation shall be available for handicapped children and that for
fiscal year 1976 and thercafter no less than 10 per centum of the total
number of enrollment opportunities in Headstart programs in each
State shall be available for handicapped children (as defined in para-
graph (1) of section 602 of the Iducation of the Handicapped Act)
and that services shall be provided to meet their special needs. The Sec-
retary shall report to the Congress at least annually on the status of
handicapped children in Ieadstart programs, including the number of
children being served. their handicapping conditions, and the services
being provided such children.
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“(e) The Secretary shall adopt appropriate administrative meas-
ures to assure that the benefits of this part will be distributed equitably
between residents of rural and urban areas.

“DFRIGNATION OF HEADSTART AGENCIES

“Skc. 514. (a) The Secretary is authorized to designate as a Head- 42 usc 29280,
start agency any local public or private nonprofit agency which (1)
has the power and authority to carry out the purposes of this part and
perform the functions set forth in section 515 within a community, and
(2) is determined by the Secretary to be capable of planning, con-
ducting, administering, and evaluating, either directly or by other
arrangenients, a Headstart program.

“(b) For the purposes of this title. a community may be a city,
county, multicity, or multicounty unit within a State, an Indian reser-
vation, or a neighborhood or other area (irrespective of boundaries
or political subdivisions) which provides a suitable organization base
and possesses the commonality of interest needed to operate a Head-
start program.

“(c) In the administration of the provisions of this section, the Priority.
Secretary shall give priority in the designation of Headstart agencies
to any local public or private nonprofit agency which is receiving
funds under any Headsturt program on the date of the enactment of
this Act, exeept that the Seeretary shall, before giving such priority,
determine that the agency involved meets program and fiscal require-
ments established by the Secretary.

“1OWERS AND FUNCTIONS OF HEADBTART AGENCIES

“Skc. 315. (n) In order tc be designated as a Headstart agency 42 UsC 292ed.
under this pait, an agency must have authority under its charter or
applicable law to receive and adininister funds under tais part. funds
and contributions from private or local public sources which may be
used in support of a Headstart program, and funds under any Fed-
eral or State assistance program pursuant to which a public or private
nonprofit agency (as the case may be) organized in accordance with
this part, could act as grantee. contractor. or sponsor of projects appro-
priate for inclusion in a Headstart program. Such an agency must
also be empowered to transfer funds so received, and to delegate
powers to cther agencies. subject to the powers of its governing board
and its overull program responsibilities. This power to transfer funds
and delegate powers must include the power to make transfers and
delegutions covering conionent projects in all cases where this will
contribute to efficiency and effectiveness or otherwise further program
objectives.

“(b) Tn order to be so designated. a Headstart agency must also
(1) establish effective procedurces by which parents and area residents
concerncd will be enabled to influence the character of programs aflect-
ing their interests, (2) provide for their regular participation in the
implementation of such programs, and (3) provide technical and
other support needed to enable parents and arca residents to secure
on their own behalf available assistance from public and private
sources.

“SUBMISSION OF PLANS TO GOVERNORS

“Sec. 516. In carrying out the provisions of this part, no contract, 42 UsC 2928a,
agreement, grant, or other assistance shall be made for the purpose
of carrying out a Headstart program within a State unless a plan
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42 USC 2928f,

Public access
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setting forth such proposed contract, agreement, grant, or other
assistance has been submitted to the Governor of the State, and such
plan has not been disapproved by the Governor within thirty days
of such submission, or, if so disapproved, has been reconsidered by
the Secretary and found by him to be fully consistent with the pro-
visions and in furtherance of the purposes of this part. Funds to
cover the costs of the proposed contract, agreement, grant, or other
assistance shall be obligated from the appropriation which is current
at the time the plan is submitted to the Governor. This section shall
not, however, apply to contracts, agreements. grants, loans, or other
assistance to any institution of higher edvcation in existence on the
date of enactment of this Act.

“ADMINISTRATIVE RFEQUIKEMENTS AND STANDARDS

“Sec. 5317. (a) Each Headstart agency shall observe standards of
orgnnization, management., and administiation which will assure,
so far us reasonably possible, that all program activities are conducted
in a manner consistent with the purposes of this part and the objective
of providing assistance effectively, efficiently. and free of any taint
of partisun political bias or personal or family favoritism. Erch such
agency shall establish or adopt rules to carry out this section, which
shall include rules to assure full staff accountability in matters
governed by law, regulations, or agency policy. Each agency shall
also provide for reasonable public access to information. including
but not limited to public hearings at th: request of appropriate
community groups and reasonable pubiic access to hooks and
records of the agency or other agencies engaged in program activities
or operations involving the use of authority or funds for which it
is responsible. Each such ageney shall adopt for itself and other
agencies using funds or exercising authoritv for which it is respon-
sible, rules designed to establish specific standards governing
salaries, salary increases, travel and per diem allowances. and other
employee benefits: to assure that only persons capable of discharging
their duties with competence and integrity are emploved and that
employees are promoted or advanced uinder impartial procedures
calculated to improve agency {)erformnnce and effectiveness; to guard
against personal or financial conflicts of interests: and to detine
employvee duties in an appropriate manner whick will in any case
preclude emplovecs from participating, 1n connection with the
performance of their duties, in any form of picketing. protest, or other
direct action which is in violation of law.

“(b) No financial assistance shall be extended under the Act in any
case in which the Secretary determines that the costs of developing
and administering a program assisted under the Act exceed 15 per
centum of the total costs. including non-Federal contributions to sach
costs, of such program. The Secretary shall establish by regulation.
eriteria for determining (i) the costs of developing and administering
such program and (ii) the total costs of such program. In any case
in which the Secretary determines that the cost of administering such
program does not exceed 15 per centum and such total costs but is. in
nis judgment, excessive, he shall forthwith require the recipient of such
financial assistance to take such steps prescribed by him as will elim-
inate such excessive administrative cost, including the sharing by one
or more Headstart acencies of a common director and other adminis-
trative personnel. The Secretary may waive the limitation prescribed
by this paragraph for specific periods of time not to exceed ~ix months
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whenever he determines that such a wasver is necessary in order to
carry out the purposes of the Act. _

“:z:) The Secretary shall prescribe rules or regulations to supple-
ment subsection (a) of this section, which shall be binding on all agen-
~cies carrying on Headstart program activities with financial assistance
under this part. He may, where appropriate, establish special or
simplified requitements for smaller agencies or agencies operating
in rural areas. Policies and procedures shall be established to insure
that indirect costs attributable to the commmon or joint use of facilities
and services by programs assisted under this part and other programs
ghall be fairly allocated among the various programs which utilize
such facilities and services.

“(d) At least thirty days prior to their effective date, all rules,

ations, guidelines, instructions, and anlication forins shall be
published in the Federal Register and shall be sent to each grantee
with the notification that each such grantee has the right to submit
comments pertaining thereto to the Secretary prior to the final adop-
tion thereof.
“PARTICIPATION IN HEADSTART PROGRAMS

“Sec. 518. (a) The Secretary shall by regulation preccribe eligi-
bility for the participation of persons in Headstart programs assisted
under this part. Such criteria may provide (1) that children from
Jow-income families shall be eligible for participation in programs
assisted under this part if their families are below the povcrty line, or
if their families are eligible or in the absence of child care would
potentially be eligible for public assistance: and (2) pursuant to such
regulations as the Secretary shall prescribe that programs assisted
under this part may include, to a reasonable extent, participation
of children iIn the area served who would benefit from such programs
but whose families do not meet the low-income criteria prescribed
pursuant to clause (1). .

“(b) The Secretary shall not prescribe any fee schedrle or other-

~wise provide for the charging of any fees for participation in Head-
start programs, unless such fees are authorized g_v legislation hereafter
enacted. Nothing in this subsection shall be construed to prevent the
families of children who participate in Headstart prograris and wha
arg. willing and able to pay the full cost of such participation from
oing so.
“APPEALS, NOTICE, AND HEARING

“Skec. 519. The Secretary shall prescribe procedures to assure that—
“(1) special notice of and an opportunity for a timely and
expeditious appeal to the Secretary will be provided for an
agency or organization which desires to serve as a delegate agency
under this part and whose application to the Headstart agency
has been wnolly or substantially rejected or has not been acted
upon within a period of time deemed reasonable by the Secretary,
in accordance with regulations which he shall prescribe;

“(2) financial assistance under this part shall not be suspended,
except in emergency situations, unless the recipient agency has
been given reasonable notice and opportunity to show cause why
such action should not be taken ; and

“(3) financial assistance under this part shall not be termi-
nated, an application for refunding shall not be denied, and a
suspension of financial assistance shall not be continued for longer
than thirty days, unless the recipient has been afforded reasonable
notice and opportunity for a full and fair hearing.

Rules and
regulations,
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42 USC 2928g.
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“RECORDS AND AUDITB

“Sec. 520. (a) Each recipient of financial assistance under this part
shall keep such records as the Secretary shall prescribe, includin
records which fully disclose the amount and disposition by suc
recipient of the proceeds of such financial assistance, the total cost of
the project or undertaking in connection with which such financial
agsistance is given or used, the amount of that portion of the cost of
the project or undertaking supplied by other sources, and such other
records as will facilitate an effective audit.

“(b) The Secretary and the Comptroller General of the United
States, or any of their duly authorized representatives, shall have
access for the purpose of audit and examination to any books, docu-
ments, papers, and records of the recipients that are pertinent to the
financial assistance received under this part.

““IECHNICAL ASSISTANCE AND TRAINING

“Sec. 521. The Secretary may provide, directly or through grants or
other arrangements, (1) technical assistance to communities in
developing, conducting, and administering programs under this part,
and (2) training for specialized or other personnel needed in connec-
tion with Headstart programs.

“RESEARCH, DEMONSTRATION, AND ‘TLOT PROJECTS

“Sec. 522. (a) The Secretary may provide financial assistance
through grants or contracts for research, demonstration, or pilot proj-
ects conducted by public or private agencies which are designed to
test or assist in the development of new approaches or methods that
will aid in overcoming special problems or otherwise in furthering the

rposes of this part.

“(b) The Secretary shall establish an overall plan to govern the
approval of research, demonstration, or pilut projects and the use of
all research authority under this part. Such plan shall set forth specific
objectives to be achieved and priorities among such objectives.

“ANNOUNCEMENT OF RESEARCH, DEMONSTRATION, AND PILOT PROJECTS
CONTRACTS

“Sec. 523. (a) The Secretary shall make a public announcement
concerning—

“(1) the title, purpose, intended completion date, identity of the
grantee or contractor, and proposed cost of any grant or contract
with a private or non-Federal public agency or organization for
any research, demonstruation, or pilot project under this title; and

%(2) the results, findings, data, or recommendations made or
reported as a result of such activities.

“(b) The public announcements required by subsection (a) of this
section shall be made within thirty days of making such grants or
contracts, and the public announcements required by subsection (b)
of t}luis section shall be made within thirty days of the receipt of such
results.

“éc) The Director shall take necessary action to assure that all
studies, proposals, and data produced or developed with Federal funds
esmployed under this title shall become the property of the United

tates

“(di The Director shall publish studies of the results of activities
carried out pursuant to this title not later than ninety days after the
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completion thereof. The Director shall submit to the appropriate
<committees of the Congress copies of all such studies.

“EVALUATION

“Spc. 524. (a) The Secretary shall provide, directly or thro
nts or contracts, for the continuing evaluation of programs under
is part, including evaluations that measure and evaluate the impact
of programs authorized by this part, in order to determine their effec-
tiveness in achieving stated goals, their impact on related programs,
and their structure and mechanisms for delivery of services, including,
where appropriate, comparisons with appropriate control groups
’eomqmes of persons who have not participated in such programs.
Evaluations shall be conducted by persons not directly invclved in the
sadministration of the program or project evaluation.

“(b) Prior to obligating funds for the programs and projects cov-
ered by this part with respect to fiscal year 1976, the Secretary shall
develop and publish general standards for evaluation of program and
project effectiveness 1n achieving the objectives of this pari. The extent
to which such standards have been met shall be considered in deciding
:h}::ther to renew or supplement finnncial assistance authorized under

is part.

“(g) In carrying out evaluations under this part, the Secretary may
require Headstart agencies to provide for independent eva'uations.

d) In carrying out evaluations under this part, the Secretary
shall, whenever feasible, arrange to obtain the specific views of persons
participating in and served by programs and projects assisted under
this part about such programs and projects.

“(e) The Secretary shall publish the results of evaluative research
snd summaries of evaluations of program and project impact and
effectiveness not later than ninety days after the completion thereof.
The Secretary shall submit to the appropriate committees of the Con-

copies of all such research studies and evaluation sunimaries.

“(f) The Sccretary shall take the necessary action to assire that all
studies, evaluations, proposals, and data produced or deve!oped with
assistance under this part shall become the property of the United
States.

“POVERTY LINE

“Skc. 525. (a) The Secretary shall revise annually (or at any shorter
interval he deems feasible and desirable) a poverty line which. except
as provided in section 711, shall be nsed as a criterion of eligibility for
participation in Headstart programs.

“(b) The revision required by subsection (a) of this section shall
be accomplished by multiplying the official poverty line (as defined
by the Office of Management and Budget) by the percentage change in
the Consumer Price Index during the annual or other interval imme-
diately preceding the time at which the revision is made.

“(c) Revisions required by subsection (a) of this section shall be
made and issued not more than thirty days after the date on which
the necessary (Consumer Price Index data becomes available.

“Part B—FoLLow TrnroucH Procraxs
“FINANCIAL ASSISTANCE FOR FOLLOW THROUGH PROGRAMS

“Sec. 551. (a) (1) The Secretary is authorized to provide financial
assistance in the form of grants to local educational agencies, combina-
tions of such agencies, and, as provided in paragraph (2) of this

Studies, sub-
mittal to con-
gresgional
committees.

42 USC 2926m,
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42 USC 2928n.,

Post, p. 2316.

42 USC 2929,
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subsection, any other public or appropriate nonprofit private agencies,
organizations, and institutions for the purpose of carrying out Follow
Through programs focused primarily on children from low-incoms
families in kindergarten and primary grades, including such children
enrolled in private nonprofit elementary schools, who were previously
enrolled in Headstart or similar programs.

%(2) Whenever the Secretary determines (A) that a local educa-
tional agency receiving assistance under paragraph (1) is unable or
unwilling to include in a Follow Through program children enrolled
in nonprofit private schools who would otherwise be eligible to par-
ticipate therein, or (B) that it is otherwise necessary in order to
aoeomfplish the purposes of this section, he may provide financial assist-
ance for the purpose of carrying out a Follow Through program to
any other public or appropriate nonprofit private agency, organization,
or institution.

“(3) Programs to be assisted under th's section shall provide such
comprehensive services as the Secretary determines will aid in the
continued development of children described in paragraph (1) to their
full potential. Such projects shall provid: for the direct participation
of tne parents of such children in the development, conduct, and
overall direction of the program at the local level. If the Secretary
determines that participation in the project of children who are not
from low-income families will serve to carry out the purposes of this
section, he may provide for the inclusion »f such children from non-
low-income families, but only to the exteit that their participation
will not dilute the effectiveness of the services designed for children
described in paragraph (1) of this subsection.

“AUTHORIZATION OF APPROPRIATIONS

“Sec. 552. (a) There are authorized to be appropriated for carry-
ing out the purposes of this part $60.000,000 for the fiscal year 1975,
and for each of the two succeeding fiscal vears. Funds so appropriated
shall remain available for obligation and e xpanditure during the fiscal

r succeeding the fiscal year for which tl.ey are appropriated.

“(b) Financial assistance extended under this part for a Follow
Through program shall not exceed 80 per centum of the approved costs
of the assisted program or activities, except that the Secretary may
approve assistance in excess of such percentage if he determines, in
accordance with regulations establishing objective criteria, that such
action is required in furtherance of the purposes of this part. Non-Fed-
eral contributions may be in cash or in kind, fairly evaluated, includin
but not limited to plant, equipment, or services. The Secretary sha
not require non-Federal contributions in excess of 20 per centum of the
apymved costs of programs or activities assisted under this part.

(¢) No project shall be approved for assistance under this part
unless the Secretary is satisfied that the services to be provided under
such project will be in addition to. and not in substitution for, services
previously provided without Federal assistance. The requirement
1mposed by the preceding sentence shall be subject to such regulations
as the Secretary may adopt.

“mmcn, DEMONSTRATION. AND PILOT PROJECTS8; EVALUATION; AND
TECHNICAL ABSISTANCE ACTIVITIES

“Sec. 553. (a) In conjunction with other activities authorized by
this part, the Secretary may—

“(1) provide financial assistance, by contract or otherwise, for

research, demonstration, or pilot projects conducted by public
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or private agencies which are designed to test or assist in the
development of new approaches or methods that will aid in
overcoming special problems or otherwise in furthering the pur-
poses of this part;

“(2) provide, directly or through grants or contracts, for the
continuing evaluation of projects assisted under this part, includ-
ing evaluations that describe and measure the impact of such proj-
ects, their effectiveness in achieving stated goals. their impact
on related programs, and their structure and mechanisms for
delivery of services, including. where appm;xriate. comparisons
with appropriate control groups composed of persons who have
not participated in such projects, which evaluations shall be con-
ducted by persons not directly involved in the administration of
the project evaluated; and

“(3) provide, directly or through grants or other appropriate
arrangements, (A) technical assistance to Follow Through pro-
grams in developing, conducting. and administering programs
under this part, and (B) training for specialized or other per-
sonnel which is needed in connection with Follow Through pro-
grams.

“SPECIAL CONDITIONS

“Sec. 554. (a) Recipients of financial assistance under this part shall
provide maximum employment opportunities for residents of the area
to be served, and to parents of children who are particip::ting in proj-
ects assisted under this part.

“(b) Financial assistance under this part shall not be suspended
for failure to comply with applicable terms and conditions. excegi
in emergency situations, nor shail an application for refunding
denied, unless the recipient agency has been given reasonable notice
and opportunity to show cause why such action should not be taken.

“(e¢) Financial assistance under this part shall not be terminated for
failure to comply with applicable terms and conditions unless the
recipient has been afforded reasonable notice and opportunity for a full
and fair hearing.

“Parr C—GENERAL PRovisioxs

“DEFINITIONS

“Sec. 371. As used in this title, the term—

%(1) ‘Secretary’ means the Secretary of Health, Education, and
Welfare;

“(2) ‘State’ means a State, the Commonwealth of Puerto Rico,
the District of Columbia, Guam, American Samoa, the Virgin
Islands, and the Trust Territory of the Pacific Islands; except
that when used in section 513 (a) of this title, the term means only
a State, Puerto Rico, or the District of Columbia; and

“(3) ‘financial assistance’ includes assistance provided by grant,
agreement, or contract, and payments may be made in install-
ments and in advance or by way of reimbursement with neces-
sary adjustments on account of overpayments or underpayments.

“LABOR STANDARDS

“Sec. 572. All laborers and mechanics employed by contractors or
subcontractors in the construction, alteration, or repair, including
painting and decorating of projects, buildings, and works which are
federally assisted under this title shall be paid wages at rates not less

42 USC 2929¢.

42 USC 2930,
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than those prevailing on similar construction in the locality as deter-
mined by the Sccretary of Labor in accordance with the Davis-Bacon
Act, as amended (40 ".S.C. 276a—276a-5). The Secretary of Labor
shall have, with respect to such labor standards, the authority and
functions set forth in Reorganization Plan Numbered 14 of 1950 (15
F.R. 3176; 64 Stat. 1267; 5 U.S.C. 133—133z-15), and section 2 of the
%ct((()}f).)lune 1, 1934, as amended (48 Stat. 948, as amended; 40 US.C.
6 .
“COMPARABILITY OF WAGES

“Skc. 573. (a) The Secretary shall take such action as may be neces-
sary to assure that persons emploved in carrying out programs
financed under this title shall not receive compensation at a rate which
is (1) in excess of the average rate of compensation paid in the area
where the program is carried out to a substantial number of the
pereons providing substantially comparable services. or in excess of
the average rate of compensation paid to a substantial number of the
persons providing substantially comparable services in the area of the
person’s immediately preceding emplovment, whichever is higher, or
(2) less than the minimum wage rate prescribed in section 6(a) (1) of
the Fair Labor Standards Act of 1938.

“NONDISCRIMINATION PROVISIONS

“Skc. 574. (a) The Secretary shall not provide financial assistance
for any program, project, or activity under this title unless the grant
or contract with respect thereto specifically provides that no person
with responsibilities in the operation thereof will discriminate with
respect to any such program, project, or activity because of race, creed,
color, national origin, sex, political affiliation. or beliefs.

“(b) No person in the United States shall on the ground of sex be
excluded from participation in, be denied the benefits of. be subjected
to discrimination under, or be denied emplovment in connection with
any program or activity receiving assistunce under this title. The.
Director shall enforce the provisions of ihe preceding sentence in
accordance with section 602 of the Civil Rights Act of 1964. Section
603 of such Act shall aEply with respect to any action taken by the
Secretary to enforce such sentence. This section shall not be construed
as affecting any other legal remedy that a person may have if that

rson is excluded from participation in, denied the benefits of, sub-
jected to discrimination under, or denied employment in connection
wi:h, any program, project, or activity receiving assistance under this
title.

“LIMITATION WITH RESPECT TO CERTAIN UNLAWFUL ACTIVITIES

“Sec. 575. No individual employed or assigned by any Headstart
agency or other agency assisted under this title shall. pursuant to or
during the performance of services rendered in connection with an
%rogram or activity conducted or assisted under this part by su

eadstart agency or such other agency, plan, initiate, participate in, or
otherwise aid or assist in the conduct of any unlawful demonstration,
rioting, or civil disturbance.

“POLITICAL ACTIVITIES

“Sec. 576. (a) For purposes of chapter 15 of title 5 of the United
States Code any agency which assumes responsibility for planning,
developing, and coordinating Headstart programs and receives assist-
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ance under this title shall be deemed to be a State or local agency : and
for purposes of clauses (1) and (2) of section 1502(a) of such title any
agency receiving assistance under this part shall be deemed to be a
State or local agency.

“(b) Programs assisted under this title shall not be carried on in a
manner involving the use of program funds, the provision of services,
or the employment or assignment of personnel in a manner supporting
or resulting in the identification of such programs with (1) any

rtisan or nonpartisan political activity or any other political activ-
aty associated with a candidate, or contending faction or group. in an
election for public or party office, (2) any activity to provide voters or
prospective voters with transportation to the polls or similar assistance
1 connection with any such election, or (3) any voter registration
activity. The Secretary, after consultation with the Civil Service
Commission, shall issue rules and regulations to provide for the
enforcement of this section, which shall include provisions for sum-
mary suspension of assistance or other action necessary to permit
enforcement on an emergency basis.

“ADVANCE FUNDING

“Sec. 577. For ihe purpose of affording adequate notice of funding
available under this title, appropriations for carrying out th's part are
authorized to be included 1n an appropriation Act for the fiscal year
preceding the fiscal vear for which they are available for obligation.”

(b) The Economic Qpportunity Act vf 1964 is further amended by
striking out “Director” each place it appears in sections 522 and 523
and inserting in lieu thereof “Secretarv™. by striking out “and the
‘Secretary of Health, Education. and Welfare™ in section 522(d), and
by striking out “their jurisdictions” in section 322(d) and inserting
in lieu thereof “his jurisdiction™.

(c) Sections 321 through 523 of the Economic Opportunity Act of
1964 are redesignated as sections 581 through 583, respectively.

(d) (1) Section 2 of the Child Abuse Prevention and Treatment Act
is amended by adding at the end thereof the following new subsection:

“(c) The Secretary may carry out his functions under :ubsection
(b) of this section either directly or by way of grant or contract.”.

(2) Section 4 of such Act is amended by adding at the end thereof
the following new subsection:

“(e) For the purpose of this section. the term ‘State’ includes each
of the several States. the District of Columbia. the Commonwealth of
Puerto Rico, American Samoa. the Virgin Islands, Guam and the
Trust Territories of the Pacific.”

ADMINISTRATION

Sec. 9. (a) Scction 601 of the Economic Opportunity Act of 1964
is amended to read as follows:

“COMMUNITY SERVICES ADMINISTRATION

“Skc. 601. Upon the date of enactment of the Headstart, Economic
Opportunity, and Community Partnership Act of 1974, there is estab-
lished within the executive branch an ageney known as the ‘Com-
munity Services Administration' which shall be headed by a Director
and which shall be, in all respects and for all purposes, the successor
authority to thc Office of Economic Opportunity. The Director of the
Administration shall be appointed by the President by and with the
advice and consent of the Senate. The Director shall be compensated

S USC 1502.

42 USC 2930f,

42 ysC 2932,
2933,

42 USC 2931-
2333,

42 Usc 5101,

42 USC 5103,

"State."”

42 USC 2941,
Ante, p. 2291,
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at a rate equal to the rate in effect for the compensation of the Director
of tl!\“:\ Office of Iiconomic Opportunity on the date of the enactment of
such Act.

“(b) There shall also be in the Administration one Deputy Director
and Assistant Divectors who shall be appointed by the President, by
and with the advice and consent of the Senate. The Deputy Director
and the Assistunt Directors shall perform such functions as the Direc-
tor may prescribe. The Deputy Director and the Assistant Directors
shall be compcnsated at a rate equal to the rate in effect for the Deputy
Director and the Assistant Directors, respectively, of the Office of
Economic Opportunity on the date of enactment of the Headstart,
Economic Opportunity, and Community Partnership Act of 1974.

“(c) Subject to the provisions of subsection (e) of this section, the
Administration shall be an independent agency. The Director shall
have the responsibility for carrying out titles I, IT, TTI-B, VI, VII,
anfl IX of this Act. The functions of the Director with respect to car-
rying out titles I, IT (except section 232), III-B, VI, VII, and IX
of this Act shall not be delegated to any other officer not directly
responsible, both with respect to grogmm operation and administra-
tion, to the Dircctor. Beginning after June 15, 1975, the policymaking
functions, including the final approval of grants and contracts, of the
Director, shall not be delegated to any regional office or official.

“{d) (1) All official actions taken by the Director of the Office of
Economic Opportunity, his designee, or any other person under the
authority of the Economic Opyortunity Act of 1964 which are in force
on the date of the enactment of the Headstart. Economic Opportunity,
and Community Partnership Act of 1974, and for which tnere is con.-
tinuing authovitv under the provisions of this Act, shall continue in
fﬁxll force and effect until modified, supersedad, or revoked by the

ircctor.

%(2) All references to the Office of Economic Opportunity, or to the
Director of the Office of Economic Os)portunity, In any statute, reor-
ganization plan. executive order, regulation, or other official document
or procceding shall, on and after such date, be deemed to refer to the
Administration, or to the Director, as the case may be.

“(8) No suit, action, or other proceeding, and no cause of action,

y or against the Office of Economic Opportunity, or any action by
any officer thercof acting in his official capacity, snall abate by reason
of the enactmant of the ITeadstart, Economic Opportunity, and Com-
munity Partnership Act of 1974.

“{4) Persons appointed by the President, by and with the advice
and consent of the Senate, to positions in the Office of Economic
Opportunity, requiring appointment by and with such advice and con-
sent, may, if the President so desires. continue to serve in comparable
positions in the Administration: but the President may submit to the
Senate nominations for appointment to any or all positions in the
Admninistration, requiring the advice and consent of the Senate.

“(e) (1) After March 15,1975, the President may submit to the Con-
gress a reorganization plan which, subject to the provisions of para-
graph (2) of this subsection, shall take effect if such reorganization

lan is not disapproved by enactment of a joint resolution which shall

considered in Congress in accordance with the provisions of para-
graph (3) of this subsection and the procedures established with
respect to recrganization plans by chapter 9 of title 5, United States
Cog:,, except tothe extent otherwise provided in this Act.

“(2) A reorganization plan submitted in accordance with the provi-
sions of paragraph (1) shall provide—
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“(4) Fur-establishing in the Pupmrtmeant of Tealth, Educstion,
s Welfnre » Comsmumity Services Administration—
“(i) whichshall be headed by a Director.
“(11) which shull be the yrincipal agency, and the Divector
@f which shall be the principrl afficer, for carrying out titles
LI, I13-B, V1. ond 1X of this Act, and which, with respect _Ante, p. 2292.
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&p such provisions, shall be the successor autharity to the SC 2861,
Cummunity Services A dminitration established by subsection 2941. 2328
() mF this section, Leost; . .

“(1ii) the Dirvector of ‘which shall be, in the pexformance
@f his functions, directly responsible to the Secretary, and
“(3v) in which no policymaking functions. imcluding the
approval of grants or-casitracts, of the Director shall be
delegated Lo any regional office or official.
“(B) for establishing in the Department of Comrerce a -Com-
mmmity Economic Development Administration—
“(i) whichshall be headed by a Director,
“(11) which shall be the principal agency, and the Director
of which shall be the principal officer, for carrving out title
WII of this Act. and which, with respect to such provisions, pgst, p. 2315.
shall be the snccessor authority to the Commur ity Services
Administration established by subsection (a) of this section,
“(311) the Director of which shall be, in the performance
of his functions, dirvectly responsible to the Secretary, and
“(iv) in which no policvmakimg functions, i1 cluding the
final approval of grants or rontracts, of the I7 rector shall
be delegated to any regional affice or official.
“({8) For the pnrpose of this subsection and chapter 9, title 3,
United States Code, to the extent incorporated by this subscction, S USC 901.
the following provisions apply:
“{(A) The term “resolntion’ means a joint resoluition the atter *"Resolution.”
after the resolving clause of which is: *That the Congress of the
United States disapproves the Community Services Administra-
tion Reorganization Plan transmitted to the Conyrress by the

President on ——————, 19—’ The blank spaces tiierein are to
be appropriately filled.
“I’B) 1f, prior to the passage by one House of the joint reso-

Iution of that House with respect to the reorganization plan. such
House receives from the other House a joint resolution with
t to the same plan, then the following procedure applies:
“(i) If no resolution of the first House with respect to
such plan has been referred to committee. no other resolution
with respect to the same plan may be reported or (despite
the provisions of scction 912(a) of title 3, United States
Code) be made the subject of & motion to discharge.
“(11) 1f a resolution of the first House with respect to such
plan has been referred to committee—

“(I) the procedure with respect to that or other reso-
lutions of such ITonse with respect to such plan which
have been referred to committee shall be the same as if
no resolution from the other House with respect to such
Plan had been received ; but

“(II) on any vote on final passage of a resolution of
the first House with vespeet to sucl plan the resolution
from the other House with respect to such plan shall be
automatically substituted for the resolution of the first
House.”
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“(4) The transfers authorized under subparagraphs (A) and (B)
of paragraph (3) of this subsection shall be effective 30 days after
the last date on which such reorganization plan could be disapproved
under this subsection.

“(f) Inthe event that the reorganization plan pursuant to subsection
(e) takes effect, the Director of the Community Services Administra-
tion and the Director of the Communiiy Economic Development
Administration shall each be appointed by the President, by and with
the advice and consent of the Senate. except that the person serving
as Director of the independent Community Services Administration
pursuant to the advice and consent of the Senate may, if the President
notifies the Congress accordingly, continue to serve as Director of the
Community Services Administration within the Department of
Health, Education, and Welfare: but the President may in such event
submit to the Senate a nomination for such position.

“(g) In the event that the reorganization plan pursuant to sub-
section (e) of this section takes effect. on the effective date thereof
the property, records, and unexpended balances of appropriations,
allocations, and other funds employed, used. held, available, or to be
made available in connection with the functions of the Director of the
independent Community Services Administration, established by sub-
section (a) of this section, shall be transferred to the Director of the
Community Services Administration, within the Department of
Health, Education. and Welfare and to the Director of the Economic
Development Administration within the Department of Commerce,
as appropriate. All grants, applications for granis. contracts, and
other agreements awarded or entered into by the Director of the inde-
pendent Community Services Administration shall continue to be
recognized so that there is no disruption of ongoing activities for
which there is continuing authority.

“(h) (1) In the event that the reorganizaticn plan pursuant to sub-
section (e) of this section takes effect, on the effective date thereof all
Federal personnel emploved by the independent Community Services
Administration under the authorization and: appropriations for the
Economic Opportunity Act of 1964, transfeired to the Community
Services Administration within the Department of Health, Edireation,
and Welfare or to the Community Economic Development Adminis-
tration within the Department of Commerce shall. to the extent feasi-
ble, be assigned to related functions and organizational units in the
appropriate Administration, without loss of salary. rank, or other
benefits, including the right to representation and to the existing basic
collective-bargaining agreement.

“(2) In the event that the reorganization plan pursuant to subsec-
tion (e) of this section takes effect, on the effective date thereof all
official actions taken by the Director of the independent Community
Services Administration. his designee. or any other person under the
suthority of the Economic Opportunity Act of 1964 which are in
force on such date. and for which there 1s continuing authority under
the provisions of this Act. shall continue in full force and effect until
modified. superseded. or revoked by the Director of the Cominunity
Services Administration within the Department of Health. Edneation
and Welfare or the Director of the Community Economic Develop-
ment  Administration  within the Department of (Commerce, as
appropriate.

“(3) In the event that the reorganization plan submitted pursnant
to subsection (e) of this section takes cffect, on the effective date
thercof all refevences to the independent Community Services Admin-
istration or to the Director of that Administration in anv statute.
reorganization plan. exccutive order. regulation, or other official docu-
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ment or proceeding shall, on and after such date. be deemed to refer
to the Community Services Administration within the Department
of Health, Education and Welfare, or the Director of the Community
Economic Development Administration. in the Department of Com-
merce &s appropriate, or to the Director of either such Administration,
as the case may be.

“(4) In the event that the reorganization plan submitted pursuant
to subsection (e) of this section takes effect, on the effective date
thereof no suit, action. or other proceeding, and no cause of action,
by or against the independent Community Services Administration,
or any action by any officer thereof acting in his official capacity, shall
abate by reason of the taking effect of such plan.”

(b) Section 28 of the Economic Opportunity Amendments of 1972
(86 Stat. 705. September 10, 1972) 1s repealed effective on the date
on which a reorganization plan is effective under subsection (c) of
this section.

(¢) The Economic Opportunity Act of 1964 is further amended

(1) striking out “Office of Economic Opportunity” and
“Office” each time that they appear in section 602(d) and
inserting in lieu thereof “Community Services Adm:inistration”;

(2) striking out “Office of Economic Opportunity” in section
603(c) and inserting in lieu thereof “Community Services
Administration”;

(8) striking out “in the Office” in section 605(a) «nd inserting
in lieu thereof “in the Community Services Administration”;

(4) striking out “Office of Economic Opportunity” in section
632(2) and inserting in lieu thereof “Community Services
Administration”;

(5) striking out “of the Office of Economic Opportunity” in
section 637(b) (2). and inserting in lieu thereof “of the Commu-
nity Services Administration”; and

(6) repealing section 609 of such Act.

(d) Section 625 of the Economic Opportunity Act of 1964 is
amended to read as follows:

“CRITERIA FOR DETERMINING ELIGIBILITY

“Skc. 625. (a) Every agency administering programs authorized by
this Act in which the poverty line is a criterion of eligibility shall
revise the poverty line at annual intervals, or at any shorter interval
it deems feasible and desirable.

“(b) The revision required by subsection (a) of this section shall
be accomplished by multiplying the official poverty line (as defined
by the Office of Management and Budget) by the percentage change
in the Consumer Price Index during the annual or other interval
immediately preceding the time at which the revision is made.

“(c) Revisions required by subsection (a) of this section shall be
made and issued not more than thirty days after the date on which
the necessary consumer price index data becomes available.”

“(e) The Economic Opportunitv Act of 1964 is further amended
by inserting after section 625 the following new sections:

“CRIMINAL PROVISIONS

“Sgc. 626. (a) Whoever, being an officer, director, agent, or
employee of, or connected in any capacity with, any agency receiving
financial assistance under this Act embezzles, willfully misapplies,
steals, or obtains by fraud any of the moneys, funds, assets, or
property which are the subject of a grant or contract of

Repeal,
42 USC 2942
note.

42 USC 2942,

42 USC 2945,

42 USC 2974,

42 USC 2979,

Repeal,
42 USC 2949,

42 USC 2971d.

42 UsC 2972f,



8 STAT, 2315

Pub. Law 93-644 -24 - January 4, 1975

2 osxc 2971g.

% UsC 3101,
01..
'8 USC 3401.

assistance pursuant to this Act, shall be fined not more than £10.000
or imprisoned for not more than two years. or both; but if
the amount so embezzied. misapplied, stolen, or obtained by fraud
does not exceed 100, he shall be fined not more than §1,000 or
imprisoned not more than one year, or both.

“(b) Whoever. by threat of procuring dismissal of any person
from employment or of refusal to employ or rerusal to renew a con-
tract of employment in connection with a grant or contract of
assistance undeér tiis Act induces any person to give up any money
or thing of any value to any person (including such grantee agency),
shall be fined not more than $1,000 or imprisoned not more than one
year, or both.

“WITBHOLDING CERTAIN FEDERAL TAXES BY ANTIPOVERTY AGENCIES

“Sgc. 627. Upon notice from the Secre‘ary of the Treasurv or his
delegate that any person otiierwise entitled.to receive a payment made
pursuant to a grant, contract, agreement. joz1 or other assistance made
or entererd] into under this Act is delinquent in paving or depositing (1)
the taxes imposed on such person under chapters 21 and 23 of the
Internal Revenue Code of 1954. or (2) the tazes deducred and withheld
by such person unaer chapters 21 and 2+ of sucn Code. the Direcror
shall suspend such portion of such paymen: jue to such person. which.
if possible. is sufiicient to satisfy such delinquency. and shail not make
or enter into any new grant, contract. agreament, ican or other assist-
ance under this Act with such person unril the Secretary of the
Treasury or his delegzte has notified him tuat such person is no longer
delinquent in paving or cepositing suca tax or the Direczor determines
“that adequate provision has been made fex suecn poyment. In order
to effectuate the purpose of this section on a recsonabie basis the
Secretary of the Treasury and the Director shall consult on 2 quarterly

iqe?
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DEPARTMENT OF HEALTH,
EDUCATION, AND WELFARE

Office of Human Development
[45CFRPart1301]

PROGRAM AND GRANTS ADMINISTRA-
TION FOR HEAD START, TECHNICAL
ASSISTANCE AND TRAINING, AND RE-
SEARCH, DEMONSTRATION, AND PILOT
PROJECTS

Notice of Proposed Rulemaking

Notice is hereby given that the Assist-
ant Secretary for Human Development,
with the approval of the Secretary of
Health, Education, and Welfare, pro-
poses to issue regulations for the admin-
istration of technical assistance and
training, and research, demonstration, or
pllot projects grants and contracts
awarded under the Headstart-Follow
Through Act, Title V of the Economic
Opportunity Act of 1964 as amended by
the Headstart, Economic Opportunity,
and Community Partnership Act of 1974
(Pub. L. 93-644, approved January 4,
1975). For this purpose it is proposed
to revoke 45 CFR Part 1301, Fee Sched-
ule for Head Start Program, the imple-
mentation of which is specifically pro-
hibited by the Headstart-Follow Through
Act, and to substitute a new Part 1301 as
revised by the regulations proposed here-
in.

A basic purpose of the proposed regu-
lations is to make applicable to the ad-
ministration of Head Start programs
and to grants for technical assistance
and training, and research, demonstra-
tion, or pilot projects, the provisions,
with certain exceptions, of 45 CFR Part
74, which establishes uniform require-
ments for the administration of grants
and principles for the determination of
program costs. The exceptions with re-
spect to Head Start relate to audit stand-
ards and to requirements for bonding
and insurance, for which the proposed
regulations make special provisions.

The proposed regulations also include
provisions which are required by the
Headstart-Follow Through Act covering
application and eligibility for operating
a Head Start program, personnel admin-
istration requirements for a Head Start
program, limitations on the costs of de-
veloping and administering a Head Start
program and objective criteria for in-
crease of the Federal share of the cost
of a Head Start program above 80 per-
cent. In addition, the proposed regula-
tions incorporate, by reference, specific
chapters of the Department of Health,
Education, and Welfare Grants Adminis-
tration Manual.

As stated, an important basis for the
proposed regulations is found in the re-
quirements for regulatory implementa-
tion contained in the Headstart-Follow
Through Act. An equally significant basis
is the need of the Head Start program as
a whole for a set of definitive program
and grants administration rules which
are clearly identified with the Depart-
ment of Health, Education, and Welfare.
With the new legislation, the proposed
regulations will serve to fill gaps and to
assist In clarifying the legal situation.

FEDERAL

PROPOSED RULES

It is therefore proposed to revoke 45
CFR 1301, Fee Schedule for Head Start
program, and to substitute a revised 45
CFR 1301 as set forth hereinafter.

In accordance with section 517(d), of
the Act, copies of this notice are being
sent to each Head Start agency. Inter-
ested persons are invited to submit writ-
ten comments, suggestions, or objections
regarding the proposed revision of Part
1301 to the Director, Office of Child De-
velopment, Office of Human Develop-~
ment, Department of Health, Education,
and Welfare, 400 6th Street SW., Wash-
ington, D.C. 20201, on or before June 21,
1976. All written submissions made pur-
suant to this notice will be made avail-
able for public inspection in Room 2030
of the Office of Child Development at
the above address on Monday through
Friday of each week from 9 a.m. to 5:30
p.m. (area code 202/755-7790).

(Catalog of Federal Domestic Assistance Pro-
grams No. 13.600, Child Development—Head
Start)

Dated: April 7, 1976.
STANLEY B. THOMAS, Jr.,
Assistant Secretary for
Human Development.
Approved: April 23, 1976,

MARJORIE LYNCH,
Acting Secretary.

Chapter XIII of Subtitle B, Part 1301
is revised to read as follows:

PART 1301—PROGRAM AND GRANTS AD-
MINISTRATION FOR HEAD START,
TECHNICAL ASSISTANCE AND TRAIN-
ING, AND RESEARCH, DEMONSTRA-
TION, AND PILOT PROJECTS

Subpart A—General

Sec.
1301.1-1 Purpose and Scope.
1301.1-2 Definitions.

Subpart B-—Application for Designation (Initial
Funding) or Refunding as Head Start Agency

1301.2-1 Who may apply: form and con-
tents application.

1301.2-2  Application: review, disposition
and notification.

1301.2-3  Application: amendment.

1301.2-4 Notice of grant awarded.

1301.2-5 Limitation on financial assistance.

1301.2-6 Project notification and review.

Suppart C—45 CFR Part 74 Applied to Head
Start Programs

1301.3-1  General.
1301.3-2 Insurance and bonding.
1301.3-3 Annual audit of Head Start pro-

grams.
1301.3-4  Accounting system certification.

Subpart D—Non-Federal Share and Federal
Payments

1301.4-1 Matching requirements.

1301.4-2  Criteria for increase in Federal
share.

1301 4-3 Payments.

Subpart E—Limitation on Costs of Development
and Administration of Head Start Programs

1301.5-1 General.
1301.5-2  Definitions.
1301.5-3 Approved percentage of costs of

development and administra-
tion to total costs.

Identification of costs of develop-~
ment and administiation: ex-
cessive costs and request for
waiver,

1301.5-4
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Sec.
1301.5-5 Amendment affecting approved
percentage.
1301.5-8 Separate annual report.
1301.5~7 Appeals.
Subpart F—Personnel and General
Administration
1301.6-1 General.
1301.6-2 Personnel policies anad procedures.
1301.6-3 Comparability of wages.
1301.64  Allocation of costs,
1301.6-6 Use of consultants.
1301.6-8 Conflict of interest.
1301.6-7 Nepotism.
1301.6-8 TUnlawful activities.
1301.6-9 Political activities.
1301.6-10 Labor standards.
1301.6-11 Delegation of program operations,
1301.6-12 Reports and records.
1301.6-13 Procurements.
1301.6-14 Property.
1301.6-15 Costs of facilities.
1301.6-16 Appeals.
1301.6-17 Civil Rights.
1301.6-18 Nondiscrimination of handli-
capped.
1301.6-19 Nondiscrimination.

Subpart G—Technical Assistance and Training,
anctd Research, Demonstration, and Pilot Proj-
ects

1301.7-1  Applicability of 45 CFR Part 74.

1301.7-2  Eligibility.

1301.7-3 .Applicability of regulations in this
part.

1301.7-4 Cost sharing in research.

1301.7-56  Contracts.

1301.7-6  Appeals.

1301.7-7  Protection of human subjects.

1301.7-8 Nondiscrimination.

AUTHORITY: 88 Stat. 2300, et seq. (42 US.C.
2928h et seq.) .

Subpart A—General

§ 1301.1-1 Purpose and scope.

The purpose and scope of this Part are
w provide policies and procedures ap-
plicable to program administration and
grants management for all Head Start
programs.

§1301.1-2 Decfinitions.

For the purposes of this Part, unless
the context requires otherwise:

(a) The term “Act” means Title V of
the Economic Opporunity Act of 1964, as
amended by the Headstart, Economic
Opportunity, and Community Partner-
ship Act of 1974.

(b) ‘““‘Approved costs’” means the total
amount of expenditures, the Federal
share plus the non-Federal share, budg-
eted for carrying out the program and
activities provided for in an approved ap-
plication for a Head Start progrm.

(¢) “Budget period” means the inter-
val of time, usually twelve months, for
which grants are awarded.

_(d) “Community” means a city,
county, multicity, or multicounty unit
within a State, an Indian reservation, or
a neighborhood or other area (irrespec-
tive of boundaries or political subdivi-
sions) which provides a suitable or-
ganization base and possesses the com-
monality of interest needed to operate
a Head Start program.

(e) “Financial assistance” means Fed-
eral funds awarded by grant.

(f) “Grants Administration Manual”
(hereinafter referred to as the “GAM”)
means the Department of Health, Edu-

5, 1976



cation, and Welfare Staff Manual which
sets forth policies and procedures for the
administration of grants by agencies of
the Department. The Manual is available
to the public by purchase on a subscrip-
tion basis from the Superintendent of
Documents, U.S. Government Printing
Office. In addition, it is available for
public inspection and copying in the De-
partment’s central and regional,offices
pursuant to 45 CFR Part 5.

(g) “Head Start Agency” or “grantee”
means a local public or privale nonprofit
agency designated as such under the Act.

(h) The term ‘““delegate agency” means
a public or private nonprofit organiza-
tion or agency to which a grantee has
delegated the carrying on of all or part
of its Head Start program in accordance
with the provisions of Subpart 1301.6-11.

(i) “Head Start Program” means the
program assisted under the Act carried
on by a Head Start agency or delegate
of such agency.

(j) “An independent auditor” means
an individual accountant or accounting
firm, agency, association, corporation or
partnership, sufficiently independent of
the subject of the audit to render objec-
tive and unbiased opinions, conclusions
and judgements. In general, this defini-
tion is satisfied by a certified public ac-
countant, certified or licensed under the
law of the place of practice. It may also
be satisfied, where the subject of the
audit is a public agency, by the official
auditor or official agency which gener-
ally conducts the agency’s audits.

(k) “Major disaster” means any hur-
ricane, tornado, storm, flood, high water,
wind-driven water, tidal wave, earth-
quake, drought, fire, accident or other
catastrophe which is of such severity and
magnitude as to directly affect the capa-
bility of the Head Start agency or agen-
cies providing Head Start programs to
the damaged community to continue the
programs unless the Federal share of
the approved costs is increased above
80 percent.

(I) “Responsible HEW official” means
the official of the Department of Health,
Education, and Welfare having authority
to make the grant in question.

(m) “Secretary” means the Secretary
of the Department of Health, Education,
and Welfare.

Subpart B—Application for Designation
(Initial Funding) or Refunding as Head
Start Agency

§ 1301.2-1 _Who may apply: form and
content of application.

Any local public or private nonprofit
agency may apply for designation (ini-
tial funding) as a Head Start agency, or
for refunding of an ongoing program,
to the responsible HEW official. The ap-
plication shall be in writing in such form
and in accordance with such instruc-
tions as will be furnished by the re-
sponsible HEW oflicial. The application
shall contain a proposed detailed budg-
et and information required for an
“approvable application” in accordance
with § 1302.1-2(e) of this Chapter, for
“selection among applicants,” in accord-
ance with § 1302.2-1, and in accordance
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with § 1302.2-2, if applicable. In addi-
tion, the application shall show that the
applicant has the power and authority
to carry out a Head Start program and
to perform the functions set forth in
§ 515 of the Act, including the provisions
made for meeting the requirements of
§515(hb). If the applicant alleges that
jt is a nonprofit agency, the application
shall contain proof of its status consist-
ent with the provisions of GAM Chap-
ter 1-00, Eligibility for Grants. An ap-
plication for refunding may incorporate
by reference unchanged relevant infor-
mation and material contained in an
earlier approved application. In addi-
tion, the application shall include a writ-
ten assurance that the services provided
under the program will be in addition
to, and not in substitution for, compar-
able services previously provided with-
out Fedecral assistance. 1t shall also con-
tain the provision required by Section
1301.6-19.

§1301.2-2 Application: review, disposi-
tion, and notification.

The responsible HEW official will re-
view the application. He may (a) ap-
prove it in whole or in part and subject
to such conditions as may be necessary
to carry out the program in accordance
with the Act, the regulations, and ap-
plicable policies; (b) disapprove it, or
(c) defer action on it pending submis-
sion of additional information. An appli-
cation may be denied because of the
unavailability of Federal funds under
the Act. The decision of the responsible
HEW official on an application will be
in writing transmitted to the applicant
within a reasonable time after receiving
the application. A decision of approval
involving funding, which decision will
be in accordance with applicable pro-
visions of Part 1302, Subpart B, of this
Chapter will be transmitted as a “No-
tice of Grant Awarded.”

§ 1301.2-3 Application: amendment.

An application which has been ap-
proved by the responsible HEW official
shall be carried out in accordance with
its terms and conditions. It may be
amended only upon the approval in writ-
ing of the responsible HEW official. Ap-
plication for amendment of an approved
application shall be submitted in writing
in such form and in accordance with
such instruction as will be furpished by
the responsible HEW official, who will
review and act upon it as if it were an
original application.

§ 1301.2-4 Notice of grant awarded.

The “Notice of Grant Awarded” shall
state the amount of the grant, the ap-
plicable budget period covered by the
grant, and a general statement of the
purpose of the grant. It also will specify
the project period for which Federal sup-
port may be contemplated beyond the
initial budget period, which 1is always
conditioned on satisfactory performance
and availability of Federal funds. Sepa-
rate applications must be made with
respect to each budget period subsequent
to the initial budget period for which
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Federal financial assistance for carrying
on the program is desired.

§ 1301.2-5 Limitation on financial as-
sistance.

The amount of a grant to a Head
Start agency for a budget period shall
be set forth in the “Notice of Grant
Awarded.” FEinancial assistance under
the Act for the budget period will not
exceed the amount set forth in the “No-
tice of Grant Awarded.” If an amend-
ment to an approved application is ap-
proved which requires additional finan-
cial assistance a supplemental “Notice of
Grant Awarded” will be issued to the
Head Start agency by the responsible
HEW official. It will show the amount of
the supplemental award, the total of all
previous awards for the same budget pe-
riod, and the new total of award for the
budget period. The latter will be the new
maximum of financial assistance for the
budget period. Also, financial assistance
is available only for those obligations
which are incurred during the budget
period for which it was awarded.

8 1301.2-6 Project notification and re-
view.

The provisions of GAM Chapter 1-140,
Project Notification and Review System,
shall apply to all applicants for desig-
nation (initial funding) or refunding as
Head Start agencies.

Subpart C—45 CFR Part 74 Applied to
Head Start Programs

§ 1301.3-1 General.

Part 74 of this Title which establishes
uniform requirements for the adminis-
tration of grants and principles for de-
termining costs shall apply to all grants
to Head Start agencies under the Act;
except that § 74.15 shall not apply to
private nonprofit agencies which, with
respect to bonding and insurance, shall
be governed by the regulations in this
Subpart; and except that § 74.61(h) shall
not apply to local public or private non-
profit Head Start agencies, which, with
respect to standards for audits, shall be
gg;z_:med by the regulations in this Sub-

§ 1301.3-2 Insurance and bonding.

(a) Private nonprofit Head Start agen-
cies and their delegate agencies shall
have adequate coverage of student ac-
cident insurance, liability insurance for
accidents on the agencies’ premises, and
transportation liability insurance.

(b) Student accident insurance shall
cover medical costs and death benefits
for accidents during program hours and
periods immediately preceding and fol-
lowing program hours. It shall also cover
official activities, such as field trips away
from agency premises and at times other
than program hours.

(c) Liability insurance shall cover the
staff and the agency for liability for ac-
cidents to children, staff, volunteers, par-
fsnts and visitors on the agency’s prem-

es.

(d) There shall be adequate transpor-
tation liability Insurance covering the
agency, owners, and drivers of all ve-
hicles utilized for the provision of trans-
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portation services in the Head Start pro-
gram. When the agency provides the ve~
hicle or vehicles the cost of transporta-
tion liability insurance, including colli-
sion, is an allowable item of program
costs. When the vehicles are publicly
owned, or, if they are privately owned
only the amount of the costs of transpor-
tation liability insurance attributable to
use of the vehicles in the Head Start pro-
gram is an allowable item of program
costs. )

(e) Private nonprofit Head Start and
delegate agencies shall make arrange-
ments for bonding of officials and em-
ployees who are authorized to sign or
counter-sign checks or disburse cash in
amounts considered sufficient to provide
reasonable protection against the risks
involved.

§ 1301.3-3 Annual audit of Head Start
programs.

(a) An annual audit of the Head Start
program covering the prior budget period
of each Head Start agency and its dele-
gate agencies, if any, shall be made by
an independent auditor to determine (1)
whether the agency’s financial state-
ments fairly present the financial trans-
actions and financial position related to
the agency’s Head Start program; (2)
whether the agency is complying with
the terms and conditions of the grant,
including the applicable laws, regulations
and directives; and, (3) whether appro-
priate financial and administrative pro-
cedures and controls have been installed
and are operating effectively. Head Start
agencies shall include delegate agency
audits as a part of their own audits or
shall provide for separate independent
audits of their delegate agencies. Audits
and reports of audits shall conform with
the “Audit Guide, Head Start and Other
OCD Programs,” or such other Guide as
may be prescribed by the Secretary.

(b) Upon a request in writing show-
ing necessity, the responsible HEW offi-
cial may approve in writing a period to
be covered by the annual audit other
than the prior budget period.

(¢) The annual audit shall commence
after the close of the budget or other
period approved in writing by the respon-
sible HEW official, in time for the audit
to be completed and the audit report sub=
mitted to the Head Start agency within
four months after the close of the budget
or other period. The Head Start agency
shall transmit seven (7) copies of the an-
nual audit report, and where appropri-
ate, seven (7) copies’of each separate in-
dependent delegate agency annual audit
report, to the appropriate Regional Audit
Director, and two (2) copies of each such
report to the responsible HEW official.
Unless the responsible HEW official re-
quests in writing additional audits, only
the cost of the annual audit is an allow-
able item of program cost.

§ 1301.3=4 Accounting system certifica-
tion. )

(a) In reviewing an application for

designation (initial funding) as a Head

Start agency or for refunding, the re-

sponsible HEW official will determine the

capacity of the applicant to maintain
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fiscal integrity in the administration of
the program, including the capacity to
meet the standards in Part 74, Subpart
H, of this Title, except § 74.61(h). If fur-
ther information is needed, he may re-
quire the applicant to submit an ac-
counting system certification prepared
by an independent auditor which will
certify as to whether the applicant, and
delegate agencies, if any, have estab-
lished an adequate accounting system or
systems with appropriate internal con-
trols for safeguarding assets, checking
the accuracy and reliability of account-
ing data, promoting operating efficiency
and encouraging compliance with pre-
scribed management policies and any ad-
ditional applicable fiscal responsibilities
and accounting requircments.

(b) A Head Start agency shall not
delegate any of its Head Start program
to a prospective system certification is
included as part of the application for
delegate agency status, or there is in-
cluded a written assurance that the cer-
tification will be forthcoming prior to
the commencement of any program op-
erations. In any event, if the delegation
agreement is made, the delgate agency
shall not be entitled to operate there-
under and the Head Start agency shall
not make any funds available there-
under to the delegate agency prior to the
submission and receipt of the affirmative
accounting system certification.

Subpart D—Non-Federal Share and
Federal Payments

§ 1301.4=1 Matching requirements.

Financial assistance granted under the
Act for a Head Start program (the Fed-
eral share) shall not éxceed 80 percent
of the approved costs of the assisted
program or actiyities unless an amount
in excess of such percentage is approved
in accordance with the regulations in
this Part. The non-Federal share, pro-
vided by the Head Start agency or third
parties, which may consist -of cash and
in-kind contributions, shall not be re-
quired to exceed 20 percent of such ap-
proved costs, and shall not be derived,
unless otherwise authorized by Federal
legislation, in which or in part, from
grants under the Act or any other Fed-
eral program, or from program income.,
Any in-kind contributions shall be fair-
ly evaluated and may include, but are not
limited to, plant, equipment, commodi=~
ties, goods, and services directly bene-
fiting and specifically identifiable to the
Head Start program or activities.

'§ 1301.4-2 Critcria for increase in Fed-
eral share.

(a) A Head Start agency carrying on
a program in a county having a per capi-
ta personal income of less than $3,000
per year, based on 1973 per capita per-
sonal income as published by the Depart-
ment of Commerce in the April, 1975
edition of “Survey of Current Business”;
or on.any more recent reliable annual
per capita personal income data; or in a
county which has been involved in a ma-
jor disaster; or a Head Start agency in
a community that has been deésignated
as such Head Start agency by the Secre-
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tary, which community is recognized
under Federal law as undergoing a major
financial crisis; or a Head Start agency
to which such a community has been
making substantial contribution to the
non-Federal share, may apply in writing
to the responsible HEW official to have
the Federal share increased above 80 per-
cent. The $3,000 per capita personal in-
come dollar limitation shall be regularly
revised, by publication of amendments
to this rule, to take into account in-
creases in the cost of living. At the time
of these revisions, the appropriate per
capita personal income figures as pub-
lished by the Department of Commerce
shall be adopted.

(b) The application to have the Fed-
eral share increased above 80 percent
shall state:

(1) The annual per capita personal in-
come of the county and the basis on
which it was determined; or, the belief
that the county has been involved in a
major disaster; or is undergoing a ma-
Jjor financial erisis.

(2) That because of the level of the
annual per capita personal income of the
county, or the major disaster, or the
major financial crisis, the Head Start
agency is unable to meet the 20 percent
non-Federal share;

(3) The amount of the non-Federal
share the Head Start agency is able to
provide, and

(4) That a reasonable effort to provide
more non-Federal share has been unsuc-
cessful.

(c) An application based upon county
annual per capita personal income shall
be submitted at the same time as the
application for designation (initial fund-
ing) as a Head Start agency or refund-
ing and shall be with respect to the same
budget period as the application. Ap-
proval shall be only for such budget
period.

(d) An application based upon the in-
volvement of the county in a major dis-
aster may be submitted within a reason-
able time after the major disaster and
shall be for the remainder of the cur-
rent budget period and all or part of the
subsequent budget period if any.

(e) An application based upon the
county’s undergoing a major financial
crisis may be submitted within a reason-
able period after Federal recognition of
the crisis and shall be in effect for the
duration of such recognition.

(f) As a condition to an application
being considered by the responsible HEW
official it shall have been concurred in.
in writing, by the Head Start Policy
Council, and, - where appropriate, the
Head Start Policy Committee.

(g) A Head Start agency which pro-
vides a portion of its Head Start pro-
gram in each of two or more counties
may apply for financial assistance in ex-
cess of 80 percent of the approved costs
of that portion of the Head Start pro-
gram serving a county or counties eligible
therefore either by virtue of the level
of its annual per capita personal in-
come or its involvement in a major dis-
aster or its undergoing a major financial
crisis.

5, 1976



(h) The responsible HEW officlal, on
the basis of the written application and
any evidence In support of the applica-
tion thiat he may require, will approve
financial assistance in cxcess of 80 per-
cent, and may approve such financial as-
sistance up to 100 percent of the approved
cost, if it is determined by such respon-
sible HEW official in accordance with
these regulations that the annual per
capita personal income of the county is
less than $3,000, or that the county has
been involved in a major disaster or is
undergoing a major financial crisis, and
that such increase is required because of
the level of annual per capita personal
income, or the major disaster, to enable
the Head Start agency to carry on the
program. Waiver of a non-Federal share
for a county that is undergoing a nat-
ural disaster or a major financial crisis
shall be determined by the responsible
HEW official at the end of one year from
the original approval of such a waiver.
The responsible HEW official will deter-
mine at that time what percent of non-
Federal share, up to 20 percent, will be
restored.

(i) The decision of the responsible
HEW official shall be in writing and shall
include a statement of the facts and
reasons upon which it is based. Copies
of the decision shall be furnished the
applicant and the Director, Office of
Child Development.

(}) A Head Start agency for which a
Federal share in excess of 80 percent was
approved for budget periods {falling
within Fiscal Years 1973 or 1974 shall be
entitled to at least the same percentage
of Federal share for each subsequent
budget period with respect to which it
submits a written request for an in-
crease in the Federal share. This writ-
ten request shall indicate the Piscal Year,
1973 or 1974, used to establish the re-
quested level of Federal share.

§ 1301.4-3 Payments.

Payment of grants awarded under the
Act to Head Start agencles will be made
in installments, in advance or by way of
reimbursement, either by check or letter
of credit.

Subpart E—Limitation on Costs of Develop-
ment and Administration of Head Start
Programs

§ 1301.5-1 General.

The responsible HEW official will take
appropriate action, including reduction
of grant, suspension, termination, or
denial of refunding to any Head Start
agency in any case where the responsible
HEW official determines on the basis of
an application or a separate annual re-
port or otherwise, that the costs of de-
veloping and administering the Head
Start program will exceed or are exceed-
ing the approved percentage of the total
costs of the program,

§ 1301.5-2 Definitions.

(a) For purposes of this Subpart, “De-
velopment and administrative costs” are
all costs included in an approved Head
Start budget for a budget period which

FEDERAL

PROPOSED RULES

are not directly related to program func-
tions. These development and adminis-
trative costs include, but are not limited
to, the costs of overall planning, coordi-
enation, and general program direction;
related to accounting and auditing; pur-
chasing; the personuel function and pay-
roll; the costs of bonding and insurance;
and the allocated costs of occupying,
operaling, and maintalning the space
utilized for these purposes. In deter-
mining the cost of utilities attributable
to development and administration, 10
percent of the total cost of utilitics, or
such other percentage as may be shown
to reflect the actual costs more accu-
rately, may be used.

(b) For purposes of this Subpart,
“total costs’’ of a Head Start program
are the total of the funds disbursed, and
the unpaid obligations incurred, taking
into account only the total of grants
cavered by “Notice of Grant Awarded”
and the non-Federal share, including the
cash value of in-kind contributions, and
which are included in an approved
budget for a budget period.

(¢) For the purposes of this Subpart,
the “program functions” of a Head Start
program in addition to the services and
parent involvement components set
forth and described in Part 1304 of this
Chapter, include, but are not limited to,
such activities as the training and career
development of staff whose functions re-
late directly and solely to carrying out
such components, the recruitment and
orientation of volunteers, and the trans-
portation of participants. If the Head
Start Director, or any assistant Head
Start Director, or any other administra-
tive personnel, is employed part time in
that position, and is employed partly in a
position which relates directly to a pro-
gram function, the costs shall be allo-
cated proportionately between the two
positions.

§ 1301.5-3 Approved percentage of
costs of development and adminis-
tration to total costs.

The approved percentage of the costs
of development and administration of a
Head Start program to the total costs of
the program iIs the percentage approved
by the responsible HEW official. It shall
not exceed 15 percent of the total costs
unless the 15 percent limitation has been
walved in accordance with § 1301.5-4,
and it may be less than 15 percent, either
as fixed in the approved application by
the applicant or as required by the re-
sponsible HEW official in aceordance
with § 1301.5-4.

§ 1301.5-4 ldentification of costs of de-
velopment and administration: exces-
sive cost and rcquest for a waiver.

An application for a grant to operate
a Head Start program, either for desig-
nation (initial funding) as a Head Start
agency or for refunding, shall identify
and itemize the costs budgeted for de-
veloping and administering the program
for the budget period using the forms
prescribed by the Secretary. If it is de-
termined that the costs budgeted for de-
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velopment and administration exceced 15
percent of the total costs budgeted for
the program, the application will be
denied unless it is amended, in order to
make it approvable in this respect, to the
satisfaction .of the responsible HEW
official by eliminating the excessive ad-
ministrative costs, If, however, upon re=-
quest in writing of the applicant, or on
his own mtion, the responsible HEW
official delermines that it is necessary in
order to carry out the purposes of the
Act to waive the 15 percent limitation, it
may be walved for specific periods of
time not to exceed six months, In the
case of an application for refunding, if
the costs budgeted for development and
administration do not exceed 15 per-
cent, they may nevertheless be deter-
mined to be excessive, and the applicant
required, in order to make the applica-
tion approvable in this respect, to amend
the budget to the satisfaction of the re-
sponsible HEW official by eliminating
the excessive administrative costs, in-
cluding by making provision for sharing
a common Head Start Director and

-other administrative personnel with an-

other Head Start agency or agencies, To
derive the percentage of the costs of de~
velopment and administration to the
lto{,étl costs the former is divided by the
atter:

Costs of development
and administration

Total Costs
§ 1301.5-5 Amendment

proved pereentage.

An application for an amendment to
an approved application shall be writing
and shall include a statement of the im-
pact that the amendment would have on
the perecntage of the costs of develop-
ment and administration to the total
costs of the program. If the admend-
ment would result in the costs of develop-
ment and administration exceeding 15
percent of the total costs of the program,
the request should state why the amend-
ment is necessary for carrying out the
purposes of the program and request
a waiver of the 15 percent limitation for
a period not in exeess of six months. The
decision of the responsible HEW official
on the request for approval of the amend-
ment will be in writing and will contain
a statement of the reasons on which it
is based. It will be issued within 30 days
of receiving the request for approval.

§ 1301.5-6 Separate annual report.

(a) Each Head Start agency shall
make a separate annual report of ex-
penditures made for the development
and administration of its Head Start
program during the previous budget
period. The report shall be on such forms
and contain such information, from
which the percentage of the costs of
development and administration to the
total costs of the program may be de-
termined, as prescribed by the Secretary.
It shall be submitted to the responsible
HEW official within 80 days from the
end of the budget period.

=percentage

affecting ap-
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(b) In any case in which the informa-
tion in the separate report indicates that
the percentage of the costs of develop-
ment and administration to the total
costs exceeded the approval percentage,
the responsible HEW official will deter-
mine, on the bases of the separate re-
port, the approved application for the
current budget period, and any other
information found to be necessary,
whether the current rate of expenditures
for development and administration ex-
ceeds the approved percentage for the
current budget period. If it is determined
that the current rate of expenditures for
development and administration is ex-
cessive, the Head Start agency shall cor-
rect it to the satisfaction of the re-
sponsible HEW official, or financial as-
sistance, in the absence of a waiver un-
der the Act and the regulations in this
Subpart, shall be discontinued.

§ 1301.5-7 Appeals.

All cases under this Subpart in which
the discontinuance of financial assist-
ance, whether during a budget period
or as the denial of an application for
refunding are subject to the appeals reg-
ulations in Part 1303 of this Chapter
establishing procedures for appeal.

Subpart F—Personnel and General
Administration

§ 1301.6-1

(a) Head Start agencies shall observe
standards of organization, management,
and administration which will assure, so
far as reasonably possible, that all pro-
gram activities are conducted in a man-
ner consistent with the purposes of the
Act and the objective of providing assist-
ance eflectively, efficiently, and free of
any taint of partisan political bias or
personal or family favoritism. Each Head
Start agency shall establish or adopt
rules to carry out this Section which
shall include rules to assure full staff
accountability in matters governed by
law, regulations, or agency policy.

(b)Y Each Head Start agency shall pro-
vide for reasonable public access to in-
formation, including, but not limited to,
public hearings at the request of appro-
priate community groups and reasonable
public access to books and records of the
agency or other agencies engaged in pro-
gram activities or operations involving
the use of authority or funds for which
it is responsible.

§1301.6-2 Personnel policies and pro-
cedures.

Head Start agencies shall adopt per-
sonnel policies and procedures for them-
selves and delegate agencies covering:
Staff qualifications, recruitment and
selection; classification of positions,
salary ranges and increases, and the basis
of determination thereof; employee
benefits, including leave, holidays, over-
time, and fringe benefits; expenses inci-
dental to official duties including travel
and per diem; staff training, caveer de-
velopment, and performance evaluation;
employec-management relations, includ-
ing employee gricvance procedures in the
event of termination of employment and
other adverse personnel actions; and
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employee conduct, including outside em-
ployment, and acceptance of gifts and
gratuities. The policies and procedures
shall be in writing and subject to ap-
proval by the Head Start Policy Council
or Committee in accordance with the
provisions of Appendix B, Part 1304 of
this Chapter. Such policies and proce-
dures shall be issued to, or made avail-
able to, all Head Start and delegate
agency employees.

§ 1301.6~3 Comparability of wages.

The basis of determination for sal-
ary ranges and increases required by
§ 1301.6-2 shall be the average rate of
compensation paid in the area where the
program is carried out to a substantial
number of persons providing substan-
tially comparable services, or the average
rate of compensation paid to a substan-
tial number of persons providing sub-
stantially comparable services in the
area of the employee’s immediately pre-
ceding employment, whichever is higher.
Documentation shall be available in
Head Start and delegate agency files to
establish the method of wage compara-
bility determination. Also, employees
may not receive less than the minimum
wage rate prescribed in section 6(a) (1)
of the Fair Labor Standards Act of 1938,
as amended.

§ 1301.6~-4

The costs of personnel, services, or
facilities shared with other programs or
activities by the Head Start agency or
by any delegate agency shall be prorated
on an equitable basis between the Head
Start program and the other programs
or activities. Such equitable division of
costs may be made on the basis of per-
sonnel time, square footage or other
measurement which accurately reflects
the share assignable to each sharing pro-
gram or activity.

§ 1301.6-5 Usc of con=ultants,

The provisions of GAM Chaptel 1-45,
Use of Consultants, shall apply to all
grants awarded to Head Start agencies
under the Act.

§ 1301.6—-6 Conflict of interest.

The personnel policies shall contain
provisions designed to assure that offi-
cers and employees shall not use their
positions for a purpose that is, or gives
the appearance of being, motivated by a
desire for private gain for themselves or
others, particularly those with whom
they have family, business or other ties.

§ 1301.6-7 Nepotism.

(a) The personnel policies shall pro-
hibit the hiring of any individual if a
member of that individual's immediate
family is employed in an administrative
capacity or is a member of the governing
bhoard. For the purposes of this Scction,
the term “immediate family” means wife,
hushand, son, daughter, mother, father,
brother, sister, or relative by marviage
of comparable degree; the term “admin-
islrative capacity” means a position
having responsibilities relating to the
selection,  hiring, or supervising of
cmployvees,

Allocation of caosts.
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(b) The responsible HEW official may
waive the requirement of paragraph (a)
when a Head Start or delegate agency
cannot adequately staff the positions
without hiring such an individual. Such
an agency shall demonstrate to the satis-
faction of the responsible HEW official
that no other individual within its serv-
ice area is qualified and available for
employment.

§ 1301.6~8 Unlawful activities.

No employee shall, in the performance
of duties as an employee of a Head Start
or delegate agency, plan, initiate, par-
ticipate in or otherwise assist in any
form of picketing, protest, or other di-
rect action such as unlawful demonstra-
tion, rioting, or civil disturbance, which
is in violation of law.

§ 1301.6=9 Political activities.

Head Start programs shall not be con-
ducted in a manner involving the use of
program funds, the provision of services.
or the employment or assignment of per-
sonnel, in a manner supporting or result-
ing in the identification of such program
with (a) any partisan or nonpartisan
political activity or any other political
activity associated with a candidate, or
contending faction or group, in an elec-
tion for public or party office; (b) any
activity to provide voters or prospective
voters with transportation to the polls
or similar assistance in connection with
any such election; or (¢) any voter regis-
tration activity.

§ 1301.6-10 Labor standards.

All laborers and mechanics employed
by contractors or subcontractors in the
construction, alteration or repair, in-
cluding painting and decorating of proj-
ects, buildings, and works which are Fed-
erally assisted under the Act shall be
paid wages at rates not less than those
prevailing on similar construction in the
locality as determined by the Secretary
of Labor in accordance with the Davis-
Bacon Act, as amended.

§ 1301.6-11

Dclegation of program op-
erations.

A delegation of program operations by
a Head Start agency to a delegate agency
shall have prior approval by the respon-
sible HEW official. Such delegation shall
be evidenced by a written agreement be-
tween the Head Start agency and the
delegate agency which shall be available
for review from the files of the agency.
The agreement shall be in such form and
contain such terms and conditions as
shall be prescribed by the responsible
HEW official.

§ 1301.6=12 Reports and records.

Each Head Start agency shall submit
reports in such form and containing such
information as prescribed by the Secre-
tary, and shall keep such records and
afford such access thereto as determined
to be necessary to assure the correctness
and verification of such reports.

§ 1301.6-13

Head Start agencies ave encouraged to
become aware of, solicit, and make use

Procurements,
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of small business enterprises and minor-
ity business in the acquisition of services
and products in accordance with the
provision of GAM Chapter 1-46, Use of
Small Business and Minority-Owned
Businesses by HEW Grantees.

§ 1301.6-11 Property.

(a) All studies, proposals, and data
produced or developed with financial as-
sistance under the Act shall become the
property of the United States.

(b) The provisions of Part 6, Inven-
tions and Patents (General), of this
Title shall apply to all Head Start
programs.

§ 1301.6-15 Costs of facilities.

The following Chapters of the GAM
shall apply to all Head Start programs.

(a) Chapter 6-10, Charges for Leased
Facilities and Equipment;

(b) Chapter 6-60, Charges for Facil-
ities Purchased or Constructed by State
and Local Governments; and

(¢) Chapter 1-44, Alteration and
Renovation of Facilities with DHEW
Grant Funds Appropriated for Other
Than Construction, except that the costs
of alteration or renovation of existing
structures shall be approved in advance
by the responsible HEW official and
shall not exceed five percent of total ap-
proved costs of the program for the
budget period.

§ 1301.6-16 Appecals.

(a) Head Start agencies may appeal
adverse decisions by the responsible HEW
official in the following areas in accord-
ance with Part 16, Department Grants
Appeals Process, of this Title:

(1) A determination that an expendi-
ture not allowable under the grant has
been charged to the grant, or that the
Head" Start agency has otherwise failed
to discharge its obligation for grant
funds; and

(2) A disapproval of a Head Start
agency’s written request for permission
to incur an expenditure during the term
of the grant.

(b) A Head Start agency which has
received notice of intention to deny re-
funding, or to suspend or terminate the
program, may appeal such decision un-
der Part 1303 of this Title.

§ 1301.6-17 Civil Rights.

Attention is called to the requirements
of Title VI of the Civil Rights Act of
1964 (78 Stat. 252; 42 U.S.C. 20004 et
seq.) and in particular Section 601 of
such Act, which provides that no person
in the United States shall, on the grounds
of race, color, or national origin, be ex-
cluded from participation in, be denied
the benefits of, or be subjected to dis-
crimination under any program or
activity receiving Federal financial as-
sistance. Regulations implementing Title
VI, which apply to grants and contracts
made under this Part, have been issued
by the Secretary of Health, Education,
and Welfare with the approval of the
President (45 CFR Parts 80 and 81).

§ 1301.6-18 Non-diserimination of hand-
icapped.

Attention is called to section 504 of the
Rehabilitation Act of 1973 (29 U.S.C.
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794) under which no otherwise qualified
handicapped individual in the United
States shall, solely by reason of his
handicap, be excluded from participa-
tion in, be denied the benefits of, or be
subjected to, discrimination under any
program or aclivity receiving Federal
financial assistance.

§1301.6-19 Nondiscrimination.

(a) An applicalion for designation
(initial funding) as a Head Start agency
or for refunding under the Act shall
specifically provide that no person with
responsihilities in the operation of the
program covered by the application will
discriminate with respect to any such
program because of race, creed, color,
national origin, sex, political affiliation
or beliefs.

(b) No person in the United States
shall on the ground of sex, be excluded
from participation in, be denied the ben-
efits of, be subjected to discrimination
under, or be denied employment in con-
nection with any program or activity re-
ceiving assistance under the Act.

Subpart G—Technical Assistance and
Training, and Research LCemonstration
and Pilot Projects

§1301.7-1 Applicability of 45 CFR Part
4.

Part 74 of this Title which establishes
uniform requirements for the adminis-
tration of grants and principles for the
determination of costs shall apply to all
grants which may be made under § 521,
Technical Assistance and Training, and
§ 522, Research, Demonstration and
Pilot Projects, of the Act.

§ 1301.7-2  Eligibility.

The provision of GAM Chapter 1-00,
Eligibility for Grants, shall be applicable
to grants made under § 521 and § 522 of
the Act.

§ 1301.7-3 Applicability of regulations
in this Part.

(a) The following sections of the reg-
ulations in this Part which apply to Head
Start programs shall apply also to grants
under the Act and for technical assist-
ance and for training:

(1) §1301.2-2 Application: review, dispo-
sition, and notification.

(2) §1301.2-3 Application: amendment.

(3) §13012-4 Notice of grant awarded.

(4) §1301.2-56 Limitation on financial as-
sistance.

(56) §13014-3

(6) § 130166 Use of consultants.

(7) §1301.6-8 TUnlawful activities.

(8) §1301.6-11 Delegation of program
operations.

(9) §1301.6-12 Reports and records.

{10) §1301.6-13 Procurements.

(11) §1301.6-14 Property.

(12) §1301.6-17 Civil Rights.

(13) §1301.6-18 Nondiscrimination
handicapped.

(b) In addition to the sections listed
in paragraph (a), the following sections
of the regulations in this Part which
apply to Head Start programs shall
apply also to grants under the Act for
research, demonstration, or pilot proj-
ects:

(1) §1301.6--10 YLabor standards.
(2) §1301.6-15 Costs of facilities.

Payments.
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§ 1301.7-4 Cost sharing -in xrescar¢h
grams.

‘The provisions of GAM Chapter 2-140,
Cost Sharing in Research Grants, shall
be applicable to research grants- under
section 522 of the Act.

§ 1301.7-5 Coniracts.

(a) The Secretary ts authorized to
make contracts with public or private
agencies with respect to technical assist-
ance and training under section 521 of
the Act, with respect to research, demon-
stration, or pilot projects under section
522 of the Act. Any contract under these
sections of the Act shall be entered into in
accordance with, and shall conform to
all applicable laws, regulations and De-
partment policy.

(b) Payments under any contract
under these sections of the Act may be
made in installments and on such con-,
ditions as the Secretary may determine.

§ 1301.7-6 Appeals.

When a - post-award dispute arises in
the administration of a grant under sec-
tion 521 or section 522 of the Act follow-
ing certain aeterminations adverse to a
grantee, the grantee may apply for a re-
view of such determinations under the
provisions of Part 16 of this Title.

§ 1301.7=7 Protection of haman sub-
jects.

Attention is called to the provisions of
Part 46 of this Title, The Protection of
Human Subjects, which apply to grants
and contracts assisted under the Act
supporting research, development, and
related activities in which human sub-
jects at risk, as defined at 45 CFR 46.3
(b), are involved.

§ 1301.7-8 Nondiscrimination.

(a) Applications for grants under sec-
tion 521 and section 522, and contracts
thereunder, shall specifically provide that
no person with responsibilities in the op-
eration of the programs, projects, or ac-
tivities covered thereby will discriminate
with respect to any such program, proj-
ect, or activity because of race, creed,
color, national origin, sex, political af-
filiation, or beliefs.

(b) No person in the United States
shall on the grounds of sex, be excluded
from participation in, be denied the ben-
fits of, be subjected to discrimination un-
der, or be denied employment in connec-
tion with any program or activity receiv-
ing assistance under the Act.

[FR Doc.76-12719 Filed 5-4-76;8:45 am]

[ A5 CFR Part 1302 ]

POLICIES AND PROCEDURES FOR SELEC-
TION, INITIAL FUNDING, AND REFUND-
ING OF HEAD START GRANTEES, AND
FOR SELECTION OF REPLACEMENT
GRANTEES

Notice of Proposed Rule Making

Notice is hereby given that the Assist-
ant Secretary for Human Development,
with the approval of the Secretary of
Health, Education, and Welfare, pro-
poses to revise 45 CFR Chapter XIII,
Part 1302. This revision is necessary to
conform Part 1302 with the provisions of
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Title V of the Economic Opportunity Act
of 1964, as amended by the Headstart,
Economic Opportunity, and Community
Partnership Act of 1974, and to incorpo-
rate certain minor technical changes.

In addition to several changes in ter-
minology required by Title V, and some
of a technical natuve, such as changing
“OCD” to “HEW” and ‘selection” to
“designalion,” which run throughout the
proposed revision of Part 1302, the defi-
nitions of “community action agency”
and “community action program” are de-
leted since they no longer appear in the
text, and the definition of “Head Start
agency” is added, The term “approvable
application” is amended to include an
application to refund on ongoing Head
Start program.

Section 1302.1-5 is amended to take
cognizance of the change in the statute
requiring opportunity for a full and fair
hearing in cases of denial of refunding
and suspension for longer than thirty
days.

In addition, § 1302.3-1 is revised to de-
lete the priority as Head Start grantees
previously given by the statute to com-
munity action agencies and to accord a
priority as required by the statute to
local or public nonprofit agencies which
meet established program and fiscal re-
quirements, and which received Head
Start funding on January 4, 1975, the
date of approval of the Headstart, Eco-
nomic Opportunity, and Community
Partnership Act of 1974.

Interested persons are invited to sub-
mit written comments, suggestions, or
objections regarding the proposed revi-
sion of Part 1302 to the Director, Office of
Child Development, Office of Human De-
velopment, Department of Health, Edu-
cation, and Welfare, 400 6th Street,
Southwest, Washington, D.C. 20201, on
or before June 21, 1976. All written sub=
missions made pursuant to this notice
will be made available for public inspec-
tion in Room 2030 of the Office of Chlid
Development at the above address on
Monday through Friday of each week
from 9 a.m. to 5:30 p.m. (area code 202/
755-7790).

It is proposed to revise 45 CFR Part
1302 in the manner set forth below.
(Catalogue of Federal Domestlo Assistance
Programs No. 13.600, Child Development—
Head Start)

Pated: April 7, 1976.

STANLEY B. THOMAS, Jr.,
Assistant Secretary for
Human Development.

Approved: April 23, 1976.
MARJORIE LYNCH,
Acting Secretary.

Chapter XIII of 45 CFR Subtitle B,
Part 1302 is revised to read as follows:
PART 1302—POLICIES AND PROCEDURES

FOR DESIGNATION, INITIAL FUNDING,

AND REFUNDING OF HEAD START

AGENCIES, AND FOR DESIGNATION OF
REPLACEMENT GRANTEES

Subpart A—General

Sec.

1302.1-1 Purpose and scope.
1302.1-2 Definitions.
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Sec.

1302.1-3 Consultation with public officlals
and consumers.

1302.1-4 Transfer of unexpended balances,

1302.1-5 Notice to sho‘w cause and hearing,
Subpait B—Bases for Selection of Head Start

Agencies

1302.2-1 Seclection among applicants.

1302.2-2 Selection among applicants {o re-

place Head Start Agencies.

1302.2-3 Priority in designation of Head

Start Agencies,

Subpart C—Change in Head Start Agency Re-
quiring Amendiment or Replacement of Head
Start Program

1302.3-1 Head Start Agency to show both

legal status and financial viability.

Head Start Agency shows legal
status but not financial viability.

Suspension or termination of Head
Start Agency which shows fi-
nancial viabllity but not legal
status.

Suspension or termination of Head
Start Agency which shows legal
status but not financial viabiiity,

Denial of refunding of Head Start
Agency. -

Control of funds of Head Start
Agency scheduled for change.

AUTHORITY: B8 Stat. 2304 (42 U.S.C. 2928h).
Subpart A—General
§1302.1-1 Purpose and scope.

The purpose of this Part is to set forth
policies and procedures for the designa-
tion, initial funding and refunding of
Head Start agencies and for the desig-
nation of replacement grantees in the
event of the voluntary or involuntary
termination, or denial or refunding, of
Head Start programs. It particularly pro-
vides for consideration of the need for
designation of a replacement grantee
where the continuing eligibility (legal
status) and fiscal capability (financial
viability) of a grantee to operate a Head
Start program is cast in doubt by the ces-
sation of other Federal funding or by the
occurrence of some other major change.
It is intended that Head Start programs
be administered effectively and respon-
sibly; that applicants to administer pro-
grams receive fair and equitable consid-
eration; and that the legal rights of cur-
rent Head Start agencies be fully pro-
tected.

§ 1302.1-2 Definitions.

As used in this Part—

fa) The term “Act” means Title V of
the Economic Opportunity Act of 1964,
as amended by the Headstart, Economic
Opportunity, and Community Partner-
ship Act of 1974.

(b) The term “Head Start agency” or
“grantee” means a local public or private
nonprofit agency designated as such
under the Act.

(¢) The term “Head Start program”
means the program assisted under the
Act carried on by a Head Start agency or
delegate of such agency.

(d) The term “legal status” means the
existence of an applicant or grantee as a
public agency or organization under the
law of the State in which it is located,
or existence as a private nonprofit
agency or organization as a legal entity
recognized under the law of the State in
which it is located with the power, au-

1302.3-2

1302.3-3

1302.3-4

1302.3-5

1302.3-6
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thority and capabilities required by
section 514 and section 515 of the Act.
Existence as a private nonprofit agency
or organization may be established under
applicable State or Federal law.

(e) The term “approvable application”
means an application for a Head Start
program, either as an initial application
or as an application to amend an ap-
proved application covering an on-going
Head Start program, or an application to
refund an on-going Head Start program,
which, in addition to showing that the
applicant has legal status and financial
viability, provides for comprehensive
services for children and families and for
effective and responsible administration
which are in conformity with the Act
and applicable regulations, the Head
Start Manual and Head Start policies,
with special reference to:

(1) Head Start Program Performance
Standards—OCD Notice N-30-364-1 (TN-
75.07); (45 CFR 1304)

(2) Program Options for Project Head
Start—OCD Notice N-30-334-1 (TN-72.1);
(45 CFR 1304, Appendix A)

(3) Employment of nonprofessionals—
Head Start Manual, p. 16, para. b; and

(4) The Parents—Instruction I-30, Sec-
tion B.2.

These issuances may be obtained from
the responsible HEW official. (45 CFR
1304, Appendix B)

(f) “Budget period” means the inter-
val of time, usually twelve months, for
which funds are awarded.

(g) The term “financial viability”
means the capablility of an applicant or
the continuing capability of a grantee
to furnish the non-Federal share of the
cost of operating an approvable or ap-
proved Head Start program,

(h) The term “OCD” means the Office
of Child Development in the Office of
Human Development in the Department
of Health, Education, and Welfare, and
includes regional staff.

(i) The term “responsible HEW offi-
cial” means the official who is authorized
to make the grant in question.

§ 1302.1-3 Consultation with public of-

ficials and consumers,

Responsible HEW officials will consult
with Governors, or their representatives,
appropriate local general purpose gov-
ernment officials, and Head Start Policy
Council and other appropriate repre-
sentatives of communities to be served
on the proposed replacement of Head
Start grantees.

§1302.1-4 Transfer of unexpended bal-

ances.

‘When replacing a grantee, unexpended
balances of funds In the possession of
such grantee in the fiscal year following
the fiscal year for which the funds were
appropriated may he transferred to the
replacement grantee if the approved ap-
plication of the replacement grantee pro-
vides for the continuation of the Head
Start services without significant change
to the same enrollees and their parents
and undertakes to offer employment to
the staff of the terminating grantee.
A letter of concurrence in the change
should be obtained from the terminating
grantee whenever possible.
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§ 1302.1-5 Notice to show cause and
hearing.

Actions to be taken pursuant to this
part to suspend, deny refunding of or
terminate grants shall be subject to the
provisions of section 519(2) and (3) of
the Act and the regulations in Part 1303
of this Chapter, with respect to giving
grantees reasonable notice and oppor-
tunity to show cause why the action
should not be taken (in case of suspen-
sion) or opportunity for a full and fair
hearing (in case of denial of refunding
suspension for longer than thirty days,
or termination).

Subpart B—Bases for Designation of
Head Start Agencies

§ 1302.2-1 Selcction among applicants.

The basis for making a selection among
applicants for designation as a Head
Start agency shall be the extent to which
the application selected reasonably pro-
mises the most effective and responsible
Head Start program of the approvable
applications submitted in terms of (a)
the cost-effectiveness of the program
proposed to be provided; (b) the qualif-
ications and experience of the applicant
in planning, organizing, and providing
comprehensive child development serv-
ices at the'community level; (¢) the pro-
visions made for direct participation of
parents in the planning, conduct and ad-
ministration of the program; (d) the op-
portunities provided for employment of
target area residents and career develop-
ment opportunities for paraprofessional
and other staff; (e) the suitability of the
facilities and equipment proposed to be
utilized in carrying out the Head Start
program; and () the administrative and
fiscal capabilities of the applicant to ad-
minister all Head Start programs carried
out in the community.

§ 1302.2-2 Sclection among applicants
to replace Head Start agency.

The bases for making a selection
among applicants which submit ap-
provable applications to replace a Head
Start agency, in addition to the basis in
§ 1302.2-1 of this Part, shall be:

(a) The extent to which provision is
made for a continuation of services to
the eligible children who have been par-
ticipating as enrollees in the program;

(b) The extent to which provision is
made for continuation of services to the
target area or areas scrved by the pro-
gram; and

(¢) The extent to which provision is
made for continued employment by the
applicant of the qualified personnel of
the existing program.

§ 1302.2-3 Priority in
Head Start agencies.

In the designation of Head Start
agencies, applications submitted by any
local public or private nonprofit agency
which was receiving funds under any
Head Start program on January 4, 1975,
shall be given priority over other appli-
cations after It has been determined that
the agency involved meets established
program and fiscal requirements.

of
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Subpart C—Change in Head Start Agency
Requiring Amendments of Approved Ap-
plication or Replacement of Head Start
Program

§ 1302.3-1 Hecad Start agency to show
both legal status and financial viabil-
ity.

(a) Upon the occurrence of a change
in the legal condition of a grantee or of
a substantial diminution of the financial
resources of a grantee, or both, for ex-
ample, such as might result from cessa-
tion of other Federal grants, the grantee
is required within 30 days after the effec-
tive date of the regulations in this Part
or the date the grantee has notice or
knowledge of the change, whichever is
later, to show in writing to the satisfac-
tion of the responsible HEW official that
it has and will continue to have legal
status and financial viability. Failure to
make the showing may result in suspen-
sion, termination or denial of refunding.

(b) The responsible HEW officlal will
notify the grantee in writing of the de-
cision as to the grantee’s legal status
and financial viability within 30 days
after receiving the grantee’s written
submittal.

(c) When it is consistent with proper
and efficient administration, the respon-
sible HEW official may extend a grantee’s
budget period to end on the date when
a change in its legal condition or a sub-
stantial diminuition of financial re-
sources, or both, is scheduled to take
place.

§ 1302.3-2 Mecad Start agency shows
legal status but not financial viability.

(a) If a grantee shows legal status but
impaired financial viability the respon-
sible HEW official will entertain a timely
request for amendment of the grantee’s
approved application which restores the
grantee’s financial viability either by a
reduction in the program which produces
minimum disruption to services and
functions, or by an amendment which
incorporates essential functions and
services not previously funded as part
of the total cost of the Head Start pro-
gram, and, therefore, requires an ini-
crease in the amount of the Head Start
grant but which will not result in a Fed-
eral share of the total cost of the Head
Start program in excess of the percent-
age authorized by the Act or applicable
regulations. In considering such a re-
quest which Includes an increase in the
Head Start grant the responsible HEW
official will take into account the funds
available to him for obligation and
whether the proposed increase is con-
sistent with that distribution of Head
Start funds which:

(1) Maximizes the number of children
served within his area of responsibility,
or in the casec of experimental or demon-
stration programs, the experimental or
dez(l;onstration benefits to be achieved,
an

(2) Maintains approximately the same
distribution of Head Start program
funds to States as exist during the fiscal
year inn which his decision is made.

(h) A request for amendment will be
considered to be timely if it is included
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with the written submittal required by
$ 1302.2-1(a) of this Part, submitted
within 30 days after receiving the notice
required by § 1302.3-1(b) of this Part,
or submitted as a part of a timely ap-
plication for refunding.

(¢) The grantee will be notified in
writing by the responsible HEW official
within 30 days after submission of the
requested amendment of the decision to
approve or disapprove the requested
amendment. If the requested amendment
is disapproved the notice will contain a
statement of the reasons for disapproval.

§ 1302.3-3 Suspension, denial of re-
funding, or termination of Head
Start agency which shows financial
viability but not legal status.

If a grantee fails to show that it will
continue to have legal status after the
date of change even though it may show
financial viability, the grant shall be
suspended or terminated or refunding
shall be denied as of the date of change.
If ‘it appears reasonable to the respon-
sible HEW official that the definclency in
legal status will be corrected within 30
days he may suspend the grant for a
period not to exceed 30 days after the
date of change or the date of submission
of a timely request for amendment. If
such correction has not been made
within the 30 day period the grant shall
be terminated.

§ 1302.3-4 Suspension or termination
of Head Start agency which shows
legal status but not financial viability.

(a) If the date of change of financial
viability precedes or will precede the end
of the grantee’s budget period the grant
will be suspended or terminated on that
date, or, If a request for amendment has
been submitted under § 1302.3-2 of this
Part, upon written notice of disapproval
of the requested amendment, whichever
is later. If it appears reasonable to the
responsible HEW officlal that the defici-
ency in financial viability will be cor-
rected within 30 days he may suspend
the grant for not to exceed 30 days after
the date of change or notice of disap-
proval. If such correction has not been
made within the 30 day period the grant
will be terminated.

§ 1302.3-5 Decnial of refunding of Head

Start agency.

(a) If the date of change will coincide
with or will come after the end of the
budget period and the grantee has no-
tice or knowledge of such change prior
to the end of the budget period any ac-
tion taken to approve the grantee’s ap-
plication for refunding for the following
budget period shall be subject to rescis-
sion or ratification depending upon the
decision of the responsible HEW official
on the grantee’s legal status and finan-
cial viability and on any requested
amendment submitted by the grantee. If
the requested amendment is disapproved
the responsible HEW official may extend
the budget perviod in accordance with
§ 12302.3-1(c) of this Part.

(b) If the date of change coincides
with the end of the budget period and
the grantee does mnot have notice or
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knowledge of the change prior thereto
and the grantee’s application for refund-
ing for the following budget period has
been approved, such approval shall be
subject to rescission or ratification de-
pending upon the decision of the respon-
sible HEW official on the grantee’s legal
status and financial viability and on any
requested amendment submitted by the
grantee. 1f the date of change will co-
incide with or will come after the end of
the budget period and if the responsible
HEW official has prior notice thereof
from the grantee or other official source
such as the United States Community
Services Administration, action to ap-
prove any application for refunding sub-
mitted by the grantce shall be deferred
pending decision by the responsible HEW
official on the grantee's legal status and
financial viability and any requested
amendment submitted by the grantee.
(d) When the responsible HEW official
determines to approve a requested
amendment for refunding he will ap-
prove 1t for the full term of the proposed
program period, If that period as ap-
proved is no longer than a budget period.

§ 1302.3-6 Control of funds of Head

Start agency scheduled for change.

Responsible HEW officials will place
strict controls on the release of grant
funds to grantees which are scheduled for
change by cessation of other Federal
grants. Specifically, the following con-
trols will be established:

(a) PFunds will be released on a
monthly basis regardless of the form of
grant payment.

(b)Y Funds released each month will
be limited to the amount required to
cover actual disbursements during that
period for activities authorized under the
approved Head Start program.

(¢) The amount of funds released must
be approved each month by the respon-
sible HEW official based on a careful re-
view of the grantee’s expenditure plan.

(d) Grantee expenditure plans may be
amended as necessary and must be sup=-
ported by quarterly financial reports.

[FR Doc.76-12720 Filed 5-4-76;8:45 am]

[ 45 CFR Part 1305 ]
ELIGIBILITY REQUIREMENTS AND LIMITA-

TIONS FOR ENROLLMENT IN HEAD
START
Notice of Proposed Rule Making

Notice is hereby given that the As-
sistant Secretary for Human Develop-
ment, with the approval of the Secretary
of Health, Education, and Welfare, pro-
poses to issue regulations prescribing age
and family income eligibllity requive-
ments for enrollment and participation
of children in Head Start programs, by
adding Part 1305 to Chapter XII1, Sub-
title B, Title 45, Code of Federal Regula-
tions.

The purpose of these proposed regula~
tions is to implement the requirement in
section 518(a) of Title V of the Economic
Opportunity Act of 1964, as amended,
that the Secretary “* * * by regulation
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.prescribe eligibility for the participation
of persons in Headstart programs * * * 7,
Under section 511 of Title V the Head-
start program is described as one which
focuses on children who have not
reached the age of compulsory school at-
tendance primarily from low-income
families. Section 518(a) of Title V in-
dicates acceptable criteria of low-income
as that which is below the revised Office
of Management and Budget official pov-
erty line, and eligibility for public as-
sistance. Also permitted is participation
to a resonable extent by children whose
families’ income is above the poverty line.
Thus, the proposed regulations prescribe
eligibility in terms of the ages of the
participating children (between three
yvears of age and the age of compulsory
school attendance) and family income.
The limit of 10 percent participation by
children of non low-income families is
retained. The eligibility criteria relating
to handicapped children is included in
the proposed regulations.

In addition, the proposed regulations,
in accordance with section 518(b) of
Title V, would prohibit the imposition of
fees 'or charges by Head Start agencies.
They would permmit, however, the accept-
ance of voluntary payments,

Inquiries may be addressed and data,
views, and arguments concerning the
proposed regulations may be submitted to
the Director, Office of Child Develop-
ment, Department of Health, Education,
and Welfare, 400 6th Street SW., Wash-
ington, D.C. 20201, on or before June 21,
1976. All wriften submissions made pur-
suant to this notice will be made avail-
able for public inspection in Room 2030
of the Office of Child Development at the
above address Monday through Friday
of each week from 9:00 a.m. to 5:30 pm.
(area code 202/755-7790).

(Catalog of Pederal Domestic Assistance Pro-
grams No. 13.600 Child Development—Head
Start)

Dated: April 7, 1976.

STANLEY B. THOMAS, Jr.,
Assistant Secretary for
Human Development.

Approved: April 23, 1976.

MARJORIE LYNCH,
Acting Secretary.

Subtitle B of 45 CFR Chapter XIII, is
amended by adding the following:

PART 1305—ELIGIBILITY REQUIREMENTS
FOR ENROLLMENT IN HEAD START

Sec.

1305.1
1305.2
1305.3
1305.4
1306.6
1305.6
1305.7
1305.8

Purpose and scope.

Definltions.

Age eligibility of children,

Family income eligibility

Handicapped chlildren.

Enrollment and re-enrolliment.

Procedure for filling vacancles.

Income gulidelines, the famlly In-
come, and income vertification,

Fees policy.

88 Stat.

1305.9

AUTHORITY :
2628h).

§1305.1 Purpose aud scope.

This Part prescribes age and family
income eligibility requirements for en-

2304, (42 USC.
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rollment and participation of children in
Head Start programs.

§ 1305.2 Definitions. For purposes of
this Part:

(a) The term “Act” means Title V of
the Economic Opportunity Act of 1964,
as amended by the Headstart, Economic
Opportunity, and Conununity Partner-
ship Act of 1974,

(b) The term “Head Start agency” or
“grantee” means a local public or private
nonprofit agency designated as such
under the Act.

(¢) The term “Head Start program”
means the program assisted under the
Act carried on by a Head Start agency
or delegate of such agency.

(d) The terms “income guideline” and
“income guidelines” mean the official
poverty line as defined by the Office of
Management and Budget. The income
guidelines show, by family size and levels
of before tax annual income, which fam-
ilies are to be counted as “low-income”
and “non low-income' for purposes of
determining income eligibility for enroll-
ment in Head Start.

(¢) The term *“low-income family”
means a family whose total before tax
annual income is equal to, or less than
tlhe income guideline for that size fam-
ily. .

(1) The term “non low-income family”
means a family whose total before tax
annual income is more than the income
guideline for that size family.

(g) The term “handicapped children”
means mentally retarded, hard of hear-
ing, deaf, speech jimpaired, visually han-
dicapped, seriously emotionally dis-
turbed, crippled, or other impaired chil-
dren who, by reason thereof require
special education and related services.

(h) The term “enrollment year’” means
the period of time in which the program
has classroom or other program activi-
ties for children enrolled in Head Start.

(i) The term “person standing in loco
parentis’” means a person who has volun-
tarily assumed parental responsibility
for a child, including responsibility for
the support of the child. It does not in-
clude a step parent who does not have
legal responsibility for the support of a
child and who has not voluntarily un-
dertaken parental responsibility and re-
sponsibility for support.

§ 1305.3 Age eligihility of children.

The children, including handicapped
children, who are eligible to enroll and
to participate in Head Start programs
are primarily those who are between
three years of age and the age of com-
pulsory school attendance.

§ 1305.4 Family income cligibility.

(a) At least 90 percent of the children,
including handicapped children, who are
enrolled in each Head Start program
shall be from low-income families. When
applications for admission to a Head
Start program are received for more chil-
dren from low-income families than the
Head Start program can accommodate,
the children from the lowest income fam-
ilies are to be given preference.
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(b) Children from families which are
Public Assistance recipients shall be eli-
gible as children from low-income fami-
lies even though, in any Individual case,
the family income exceeds the income
guideline for that size family.

(c) No more than 10 percent of the
children, including handicapped children,
enrolled in each Head Start program
shall be from non low-income families.
These children shall be from the desig-
nated target area served by, and be chil-
dren who would benefit from, the Head
Start program. Non low-income children
may be admitted to participate in accord-
ance with criteria developed locally by
each Head Start program.

§ 1305.5 Handicapped children.

(a) The Act, Section 513(d), requires
that for fiscal year 1975 not less than
10 percent of the total number of enroll-
ment opportunities in Head Start pro-
grams in the Nation and for fiscal 1976
and thereafter no less than 10 percent
of the total number of enrollment oppor-
tunities in Head Start programs in each
State shall be available for handicapped
children. Those children shall be from
the designated target area served by the
Head Start program.

(b) Handicapped children are to be
enrolled in Head Start programs if they
are otherwise eligible to participate; that
is, If they meet age eligibility under
§ 1305.3 of this Part, and are from fam-
ilies that meet the provisions of § 1305.4
(a), §1305.4(¢c), and §1305.7, of this
Part.

(¢) No child may be denied admission
to & Head Start program solely on the
basis of the nature or extent of a handi-
capping condition unless there is a clear
indication that such a program experi-
ence might prove detrimental to the
child.

§ 1305.6 Enrollment and re-enrollment.

(a) An initial application for enroll-
ment of a child in a Head Start program
may be made at any time during the
program year. Eligibility for enrollment
by the child in the Head Start program
must be determined by the agency im-
mediately preceding the enrollment of
the child in the Head Start program.

(b) A child who has been found eligi-
ble and is participating in a Head Start
program shall remain eligible through-
out the enrollment year with respect to
which such eligibility determination was
made. )

(¢) For a child who has participated
or is participating in a Head Start pro-
gram, reapplication must be made and
eligibility redeterinined by the agency,
prior to the commencement of a new en-
rollment year. Continued participation
depends upon a finding of continued eli-
gibility by the Head Start agency. The
enrollment year for Head Start pro-
grams which have classroom activitics for
twelve months, full-day or part-day,
commmences in September. For Head Start
programs which have classroom activi-
tics for less then twelve months the en-
rollment year usually commences in Sep+
tember, but, as for summer programs,
may be at other times,
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§ 1305.7 Procedure for filling vacancies.

At the time of the commencement of
an enrollment year, the enrollment of a
Head Start program shall not include
more than 10 percent of children, includ-
ing handicapped children, from non low=
income families, If at any tme during an
enrollment year because of increases in
family incomes, or reduced enrollment of
children from low-income families, or
otherwise, 10 percent or more of the
children participatiing are from non low-
income families, no more children from
non low-income families shall be ad-
mitted during that enrollment year un-
less the enrollment of such children, be-
cause of increased enrollment of children
from low-income families or otherwise,
drops below 10 percent.

§ 1305.8 Income guidelines, the family
income, and income verification.

(a) The income guidelines will be re-
vised at least annually by multiplying the
official poverty line (as defined by the
Office of Management and Budget) by
the percentage change in the Consumer
Price Index during the annual or other
interval immediately preceding the time
at which the revision is made. The in-
come guidelines, and revisions will be
published separately as General Notices
in the FeperalL REGISTER and will be
transmitted by the Office of Child De-
velopment directly to all Head Start
agencies.

(b) The income guideline applicable to
a family depends upon the size of the
family and the family income, which are
determined, respectively, as follows:

(1) The family shall consist of all per-
son$ living in the same household who
are supported by the income of the par-
ent or guardian of the child enrolling or
participating in a Head Start program,
or the income of a person standing in
loco parentis to the child, and who are
related to the parent, guardian, or per-
son standing in loco parentis by blood,
marriage, or adoption. If there is a
guardian or person standing in loco
parentis to the child enrolling or partici-
pating in a Head Start program, he shall
be deemed a member, of the family even
though not related by blood, marriage or
adoption to the guardian or person
standing in loco parentis.

(2) Family income shall be defined as
regular gross cash income of parents,
guardians, or persons standing in loco
parentis of the child enrolled in the Head
Start program from any source before
taxes, including windfall profits (such as
insurance lump-sum benefits) and with-
out regard to capital losses, but after de-
ductions for business expenses of the self-
employed. Nonecash income such as home
grown food or food stamp benefits shall
be excluded. In computing the income of
military personnel, all pay and allow-
ances must be added to arrive at gross in-
come. Tax-free cash income, such as
veterans benefits, social security benefits,
unemployment compensation, relocation
payments, and public assistance benefits
shall be added to compute gross inicome.
Family income shall include the total
gross cash income of the parents, guard-
ians, or persons standing in loco parventis
of the child enrolled in the Head Start
program. If more than one patent,
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guardian or person standing in loco par-
entis has income which contributes to the
support of the household, all such in-
come shall be taken Into account in
determining the family income. The total
annual cash receipts which are taken
into account shall be those for the twelve
months immediately preceding the month
in which application or reapplication for
enrollment of a child in a Head Start
program is made, or for the calendar
year immediately preceding the calendar
year in which such application or reap-
plication is made, whichever more accur-
ately relates to the family’s current
needs.

() The family income shall be
verified by & Head Start agency in deter-
mining the eligibility of a child to
participate in the program. A written
declaration of family income signed by a
parent, guardian, or person standing in
loco parentis, shall not be a sufficient
basis for verification of family income.
Documentation such as any one of the
following: W-2 forms, pay stubs, pay
envelopes, written statements from em-
ployers, and agency certifications show-
ing current status as recipients of pub-
lic assistance, shall be required. Income
verification records for every participat-
ing child shall be maintained by such
Head Start agency and shall be made
available for inspection by officials of the
Department of Health, Education, and
Welfare.

(d) With respect to a child who is in
foster care, family income shall consist
of the amount paid to the foster family
on behalf of the child by a public or
private agency and the amount, if any,
the foster family contributes from its
own resources to the support of the child.

§ 1305.9 Fees policy.

(a) A Head Start agency shall not pre-
scribe any fee schedule or otherwise pro-
vide for the charging of any fees for par-
ticipation in the program. However, if a
family of a child determined to be eligi-
ble for participation by a Head Start pro-
gram volunteers to pay part or the full
cost of the child’s participation, the Head
Start agency may accept the voluntary
payment. Under no circumstances shall
a Head Start agency solicit, encourage,
or in any other way condition a child’s
enrollment or participation upon the pay-
ment of a fee.

(b) If voluntary payments are made
to a Head Start agency the use and re-
porting of such funds shall be as follows:

(1) Funds derived from voluntary pay-
ments shall be retained by the Head
Start agency and used to further tasks
approved by the Office of Child Develop-
ment regional office. These funds shall
be expended during the program year in
which they are received unless it is dur-
ing the last quarter, in which case they
may be carried over to the following pro-
gram year. However, every effort shall
be made to expand last quarter receipts
during the last quarter.

(2) Any funds received from voluntary
payments shall be reported on the quar-
terly financial reporting form and shall
be subject to the same audit require-
ments as if received pursuant to Federal
grant award.

[FR Doc.76-12722 Filed 5-4-76:8:45 am])
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"‘NOTICES

DEPARTMENT OF HEALTH,
EDUCATION, AND WELFARE

Office of Human Development

FAMILY INCOME GUIDELINES FOR USE IN
DETERMINING ELIGIBILITY FOR PAR-
TICIPATION OF CHILDREN IN HEAD
START PROGRAMS

-Current Rev'sion

1. Purpose. Pursuant to the authority
and requirements of Section 525 of the
Headstart-Follow Through Act, the As-
sistant Secretary for Human Develop-
ment, with the approval of the Secretary
of Health, Education, and Welfare, here-
by issues currently revised family income
guidelines that shall be used as criteria
-of eligibility for participation in Head
Start programs.

2. Scope. The income guidelines apply
to all Head Start programs.

3. Background. The income guidelines
are determined by multiplying the official
poverty line as defined by the Office of
Management and Budget by the per-
centage change in the Consumer Price
Index during the selected interval imme-
diatély preceding the time at which the
revision is made. The income guidelines
show, by family size and levels of annual
income, which families are to be counted
as "low-income” and “non low-income”
for purposes of determining income eligi-
bility for enrollment of a child in a Head
Start program. Families with annual in-
comes at or below the applicable income
guideline are “low-income.” Those above
the applicable income guideline are ‘“non
low-income.” The income guidelines will
be revised and published annually or at
appropriate shorter intervals. They are
effective immediately under cwrrent pol-
icies for determining the eligibility of
children for enroliment in Head Start

programs. In addition, these guidelines
will be used in conjunction with eligibil-
1ty regulations pursuant to Section 518
@) of the Headstart-Follow Through
Act.

1976 femily incomc guidelines

Family sive Nonfarm Farm
family family
¥or all States
except Alaska
and Hawnaii: !
-$2,800 “$2, 400
3,700 3,160
4, 600 3,920
5,500 4,680
6, 400 5,440
7,300 6, 200
8,520 3,000
4,640 3,950
5,760 4,900
6,880 5,850
8,000 8, 800
4,120 9,750
3, 240 2,780
4,270 3,650
5,300 4,50
6, 380 5,390
7,360 8, 280
8,350 7,130

1 For family units with more than six members, add
$900 for each additional member in a nonfarin family and
$760 for each additional member in a farm family.

? For family units with more than six members, add
$1,120 for each additional member in a nonfarm family
and $950 for each additional member in a farm family.

3 For family units with more than six members, add
$1,030 for each additional member in a nenfarm family
and $870 for each additional member in a farm family.

Dated: April 7, 1976.

STANLEY B. THOMAS, Jr.,
Assistant Secretary
for Human Development.

Approved: April 23, 1876.

MARJORIE LYNCH,
Acting Secretary.

[FR Doc.76-12723 Filed 5—4-76;8:45 am]
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Title 45—Public Welfare

CHAPTER XIII—OFFICE OF HUMAN
DEVEIOPMENT, DEPARTMENT  OF
HEALTH, EDUCATION, AND WELFARE

PART 1304—PROGRAM PERFORMANCE
STANDARDS FOR OPERATION OF HEAD
START PROGRAMS BY GRANTEES AND
DELEGATE AGENCIES

Notice of proposed rulemaking setting
forth regwlations prescribing goals, com-
ponent objectives and program per-
formance standards for the operation of
Head Start programs by grantee and
delegate agencies and for their enforce-
ment was published in the FEDERAL REG-
IsTER at 40 FR 4758 on January 31, 1975.
Interested persons were invited to submit
written comments, suggestions, or objec-
tions on or before March 3, 1975. By close
of business March 11, 1975 we received
377 letters expressing approximately 100
comments,

On the whole the comments were con-
structive, supportive of the basic overall
standards and do not necessitate sub-
stantive changes in the proposed regula-
tions. Minor issues have been clarified.
The comments sometimes reflected mis-
understanding of the meaning of the
regulations.

The performance standards reflect
more than seven years experience with
prior requirements and field testing dur-
ing FY 1973-1974. They pertain to the
methods and processes by which Head
Start programs meet the needs of chil-
dren. There were only a few areas in
which significant issues of policy or
procedure arose. These are dealt with
below.

Comments received that were numer-
ically and otherwise significant fall into
the following five categories:

a. General compliance. A large num-
ber of the cornments received dealt with
the issue of one hundred percent or full
compliance. Comments ranged from re-
questing 70% to 859% compliance to al-
lowing from two to three years for full
compliance. The examples given center
on the issue of availability of physical
facilities that meet the standards, the
need for more money, and availability of
professional staff in Health Services. In
many cases there seemed to be a mis-
understanding of the fact that, in the
section covering performance standards
implementation and enforcement, grant-
ees and delegate agencies are given up to
a maximum of one year to correct such
deficiencies. Having considered these is-
sues, we feel that the comments address
problem areas that were previously iden-
tified by OCD and were specifically an-
ticipated in the compliance strategy. We
have laid out criteria that have been field
tested, revised and have been used by
programs for many years. We therefore
believe they are reasonable and attain-
able.

b. Health services, A few comments
sought the separating of nutrition from
the interdisciplinary Health Services
component to make it a separate com-
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ponent. Head Start is a comprehensive
program that deals with all aspects of

the child, therefore the interdisciplinary '

and coordinate aspect of Health Services
will be retained.

c. Parent involvement. The ferm
“management of family” was not clear.
It was therefore changed to “identifica-
tion and use of family and community
resources’” and clarification of the writ-
ten plan required in the proposed regu-
lations was made. An additional standard
was inserted to cover parent involve-
ment requirements in the 1974 Head
Start legislation.

d. Education. Comments dealt with
space, number of home visits and light-
ing. The space issue has been dealt with
in the guidance, and grantees are given
up to one year to come into compliance
with physical facilities. The issue of
whether two or three home visits should
be required was resolved by requiring
two visits to make it more realistic for
programs with limited staff resources.
‘The type of emergency lighting intended

. will be clarified in guidance material by

giving a number of acceptable options.
Therefore amendment of the proposed
regulations was not considered necessary.

e. General comments. General com-
ments ranged from stating the standards
are very comprehensive and essential to
operating high quality programs to the
standards are unrealistic, unattainable,
and immeasurable. Several letters stated
that the standards, although excellent,
should not be given the weight of law at
this time but rather that they represent
recommendations, not requirements.
These are all issues that have been fully
considered and field tested in the devel-
opment of performance standards to
date. Therefore amendment of the pro-
posed regulations was not considered
necessary.

Evaluation. Under Section 524(b) of
the Headstart-Follow Through Act, the
Secretary is required to develop and pub-
lish general standards for evaluation of
program and project effectiveness in
achieving the objectives of Headstart
programs. Headstart programs and proj-
ects that comply with Part 1304 are
deemed to be effective in achieving the
objectives. The Secretary, therefore,
publishes Part 1304 as the general stand-
ards required by Section 524(b) for the
measurement of program and project
effectiveness in achieving objectives of
Headstart programs. The extent to which
the requirements of Part 1304 are met
shall be considered a controlling factor
in deciding whether to renew or supple-
ment financial assistance under the
Headstart-Follow Through Act,

The effective date shall be July 1, 1975,
Dated: June 19, 1975.

CaspPAR W. WEINBERGER,
Secretary,
(Catalog of Federal Domestlc Assistance Pro-

grams No. 13,600 Child Development—Head
Start)

Subtitle B of 45 CFR Chaptler XIIT is
amended by adding the following Part
1304:

Subpart A—General

Sed.

1304.1-1  Purpose and application,

1304.1-2  Definitions.

1304.1-3  Head start program goals.

1304.1-4  Performance standards plan de-
velopment.

1304.1-5 Performance standards implemen-

tation and enforcement.

Subpart B—-Education Services Objectives and
Performance Standards

1304.2-1 Education services objectives.

1304.2-2 Education services plan content:
operations.

1304.2-3 Education services plan content:
facilities,

Subpart C—Health Services Objectives and
Performance Standards

1304.3-1 Health services general objectives.

1304.3-2 Health Services Advisory Commit-
tee.

1304.3-3 Medical and . dental Thistory,
screening, and examination.

1304.3—4 Medical and dental treatment.

1304.3-5 Medical and dental records.

1304.3-6 Health education.

1304.3-7 Mental health objectives.

1304.3-8 Mental health services.

1304.3-9  Nutrition objectives.

1304.3-10 Nutrition services.

Subpart D—Social Services Objectives and
Performance Standards

Social services objectives.
Social services plan content.

1304.4-1
1304.4-2

Subpart E—Parent Involvement Objectives and
Performance Standards

1304.5-1 Parent involvement objectives.

1304.5-2 Parent involvement plan content:
parent participation.

1304.5-3 Parent Involvement Plan content:
enhancing development of pa-
renting skills.

1304.5-4 Parent Involvement Plan content:
communlications among pro-
gram management, program
staff, and parents.

1304.5-5 Parent Involvement Plan content:

parents, area residents, and the
program.
AUTHORITY: 88 Stat. 2304 (42 U.S.C. 2928h).
Subpart A—General
§ 1304.1-1 Purpose and application.
This part sets out the goals of the
Head Start program as they may be
achieved by the combined attainment of
the objectives of the basic components
of the program, with emphasis on the
program performance standards neces-
sary and required to attain those objec-
tives. With the required development of
plans covering the implementation of the
performance standards, grantees and
delegate agencies will have firm bases for
operations most likely to lead to demon-
strable benefits to children and their
families. While compliance with the per-
formance standards is required as a con-
dition of Federal Head Start funding, it
is expected that the standards will be
largely self-enforcing, This part applies
to all Head Start grantees and delegate
agencies.
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£ 1304.1-2 Definitions.

As used in this part:

(a) The term “OCD” means the Office
of Child Development, Office of Human
Development in the U.S. Department of
Health, Education, and Welfare, and in-
cludes appropriate regional office staff.

(b) The term “responsible HEW offi-
cial” means the official who is authorized
to make the grant of assistance in ques-
tion, or his designee.

(¢) The term “Director” means the
Director of the Office of Child Develop-
ment.

(d) The term “grantee” means the
public or private non-profit agency which
has been granted assistance by OCD
to carry on a Head Start program.

(e) The term “delegate agency” means
a public or private nonprofit organization
or agency to which a grantee has dele-
gated the carrying on of all or part of
its Head Start program.

(f) The term “goal” means the ulti-
mate purpose or interest toward which
total Head Start program efforts are
directed.

(g) The term “objective” means the
ultimate purpose or interest toward
which Head Start program component
efforts are directed.

(h) The term “program performance
standards” or “performance standards”
means the Head Start program func-
tions, activities and facilities required
and necessary to meet the objectives and
goals of the Head Start program as they
relate directly to children and their
families.

(1) The term “handicapped children”
means mentally retarded, hard of hear-
ing, deaf, speech impgpired, visually hand-
icapped, seriously emotionally disturbed,
crippled, or other health impaired chil-
dren who by reason thereof require spe-
cial education and related services.

§ 1304.1-3 Head Start Program goals.

(a) The Head Start Program is based
on the premise that all children share
certain needs, and that children of low
income families, in particular, can ben-
efit from a comprehensive developmental
program to meet those needs. The Head
Start program approach is based on the
philosophy that: ’

(1) A child can benefit most from a
comprel.ensive, interdisciplinary pro-
gram to foster development and remedy
problems as expressed in a broad range
of services, and that

(2) The child’s entire family, as well
as the community must be involved.
The program should maximize the
strengths and unique experiences of each
child. The family, which is perceived as
the principal influence on the child’s de-
velopment, must be a direct participant
in the program. Local communities are
allowed latitude in developing creative
program designs so long as the basic
goals, objectives and standards of a com-
prehensive program are adhered to.

(b) The overall goal of the Head Start
program is to bring about a greater de-
gree of social competence in children of
low income families. By social compe-
tence Is meant the child's everyday effec-
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tiveness in dealing with both present
environment and later responsibilities in
school and life. Social competence takes
into account the interrelatedness of cog-
nitive and intellectual development,
physical and mental health, nutritional
needs, and other factors that enable a
child to function optimally. The Head
Start program is a comprehensive de-
velopmental approach to helping chil-
dren achieve social competence. To the
accomplishment of this goal, Head Start
objectives and performance standards
provide for:

(1) The improvement of the child’s
health and physical abilities, including
appropriate steps to correct present
physical and mental problems and to en-
hance every child’s access to an adequate
diet. The improvement of the family’s
attitude toward future health care and
physical abilities.

(2) The encouragement of self-con-
fidence, spontaneity, curiosity, and self-
discipline which will assist in the de-
velopment of the child’s social and emo-
tional health.

(3) The enhancement of the child’s
mental processes and skills with par-
ticular attention to conceptual and
communications skills.

(4) The establishment of patterns and
expectations of success for the child,
which will create a climate of confidence
for present and future learning efforts
and overall development.

(5) An increase in the ability of the
child and the family to relate to each
other and to others.

(6) The enhancement of the sense or
dignity and self-worth within the child
and his family.

§ 1304.1-4 Performance standards plan
development.

Each grantee and delegate agency
shall develop a plan for implementing the
performance standards prescribed in
Subparts B, C, D, and E of this part for
use In the operation of its Head Start
program (hereinafter called ‘“‘plan,” or
“performance standards plan”). The
plan shall provide that the Head Start
program covered thereby shall meet or
exceed the performance standards. The
plan shall be in writing and shall be de-
veloped by the appropriate professional
Head Start staff of the grantee or dele-
gate agency with cooperation from other
Head Start staff, with technical assist-
ance and advice as needed from person-
nel of the Regional Office and profes-
sional consultants, and with the advice
and concurrence of the policy council or
policy committee. The plan must be re-
viewed by grantee or delegate agency
staff and the policy council or policy
committee at least annually and revised
and updated as may be necessary.

§ 1304.1-5 Performance standards im-
plementation and enforcement.

(a) Grantees and delegate agencies
must be in compliance with or exceed
the performance standards prescribed in
Subparts B, C, D, and E, of this part
at the commencement of the grantee’s
program year next following July 1, 1975,
effective date of the regulations in this
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part, or 6§ months after that date, which-
ever is later, and thereafter, unless the
period for full compliance is extended
in accordance with paragraph (f) of this
section.

(b) If the responsible HEW official as
a result of information obtained from
program self-evaluation, pre-review, or
routine monitoring, is aware or has rea-
son to believe that a Head Start program,
with respect to performance standards
other than those for which the time for
compliance has been extended in ac-
cordance with paragraph (f) of this
section, is not in compliance with per-
formance standards, he shall notify the
grantee promptly in writing of the de-
ficiencies and inform the grantee that
it, or if the deficiencies are in a Head
Start program operated by a delegate
agency, the delegate agency, has a period
stated in the notice not to exceed 90 days
to come into compliance. If the notice
is with respect to a delegate agency, the
grantee shall immediately notify the
delegate agency and inform it of the time
within which the deficiencies must be
corrected. Upon receiving the notice the
grantee or delegate agency shall imme-
diately analyze its operations to deter-
mine how it might best comply with the
performance standards. In this process
it shall review, among other things, its
utilization of all available local resourees,
and whether it is receiving the benefits
of State and other Federal programs for
which it is eligible and which are avail-
able. It shall review and realign where
feasible program priorities, operations,
and financial and manpower allocations.
It shall also consider the possibility of
choosing an alternate program option for
the delivery of Head Start Services in ac-
accordance with OCD Notice N-30-334-1,
Program Options for Project Head Start,
attached hereto as Appendix A, which
the grantee, with OCD concurrence, de-
termines that it would be able to operate
as a quality program in compliance with
performance standards.

(¢c) The grantee or delegate agency
shall report in writing in detail its ef-
forts to meet the performance standards
within the time given in the notice to the
responsible HEW official. A delegate
agency shall report through the grantee.
If the reporting agency, grantee or dele-
gate agency, determines that it is un-
able to comply with the performance
standards, the responsible HEW official
shall be notified promptly in writing by
the grantee, which notice shall contain
a description of the deficiencies not able
to be corrected and the reasons therefor.
If insufficient funding is included as a
principal reason for inability to comply
with performance standards, the notice
shall specify the exact amount, and basis
for, the funding deficit and efforts made
to obtain funding from other sources.

(d) The responsible HEW oflicial on
the basis of the rcports submitted pur-
suant to paragraph (c) of this section,
will undertake to assist grantees, and
delegate agencies through their grantees,
to comply with the performance stand-
ards, including by furnishing or by rec-
ommending technical assistance.
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(e) If the grantee or delegate agency
has not complied with the performance
standards, other than those for which
the time for compliance has been ex-
tended in accordance with paragraph
(f) of this section, within the period
stated in the notice issued under para-
graph (b) of this section, the grantee
shall be notified promptly by the re-
sponsible HEW official of the commence-
ment of suspension or termination pro-
ceedings or of the intention to deny re-
funding, as may be appropriate, under
Part 1303 (appeals procedures) of this
chapter.

(f) The time within which a grantee
or delegate agency shall be required to
correct deficiencies in implementation of
the performance standards may be ex-
tended by the responsible HEW official
to a maximum of one year, only with re-
spect to the following deficiencies:

(1> The space per child provided by
the Head Start program does not com-
ply with the Education Services perform-
ance standard but there is no risk ta the
health or safety of the children;

(2) The Head Start program is unable
to provide Medical or Dental Treatment
Services as required by Health Services
Performance Standards because funding
is insufficient and there are no community
or other resources available;

(3) The services of a mental health
professional is not available or accessible
to the program as required by the Health
Services Performance Standards; or

(4) The deficient service is not able to
be corrected within the 90 days notice
period, notwithstanding full effort at
compliance, because of lack of funds and
outside community resources, but it is
reasonable to expect that the services
will be brought into compliance within
the extended period, and, the overall high
quality of the Head Start program other-
wise will be maintained during the ex-
tension.

Subpart B—Education Services Objectives
and Performance Standards

§ 1304.2-1
tives.

The objectives of the Education Service
component of the Head Start program
are to:

(a) Provide children with a learning
environment and the varied experlences
which will help them develop socially,
intellectually, physically, and emotionally
in a manner appropriate to their age and
stage of development toward the overall
goal of social competence.

(b) Integrate the educational aspects
of the various Head Start components in
the daily program of activities.

(¢) Involve parents In educational
activities of the program to enhance their
role as the principal influence on the
child’s education and development.

(d) Assist parehts to increase knowl-
edge, understanding, skills, and experi-
ence in child growth and development.

(e) Identify and reinforce experience
which occur in the home that parents
can utilize as educational activities for
their children.

Education services objcc-
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§ 1304.2=2 Education scrvices plan con-
tent: operalions.

(a) The education services component
of the performance standards plan shall
provide strategies for achieving the edu-
cation objectives. In so doing it shall
provide for program activities that in-e
clude an organized series of experiences
designed to meet the individual differ-
ences and needs of participating chil-
dren, the special needs of handicapped
children, the needs of specific educa-
tional priorities of the local population
and the community. Program activities
must be carried out in a manner to avoid
sex role stereotyping. In addition, the
plan shall provide methods for assisting
parents in understanding and using al-
ternative ways to foster learning and de-
velopment of their children.

(b) The education services component
of the plan shall provide for:

(1) A supportive social and emotional
climate which:

(i) Enhances children’s understanding
of themselves as individuals, and in re-
lation to others, by providing for indi-
vidual, small group, and large group,
activities;

(ii) Gives children many opportuni-
:1es for success through program activi-
ies;

(iii) Provides an environment of ac-
ceptance which helps each child build
ethnic pride, a positive self-concept, en-
hance his individual strengths, and de-
velop facility in social relationships.

b (2) Development of intellectual skills
v

(i) Encouraging children to solve
problems, initiate activities, explore, ex-
periment, question, and gain mastery
through learning by doing;

(ii) "Promoting language understand-
ing and use in an atmosphere that en-
courages easy communication among
children and between children and
adults;

(iii) Working toward recognition of
the symbols for letters and numbers ac-
cording to the individual developmental
level of the children;

(iv) Encouraging children to organize
their experiences and understand con-
cepts; and

(v) Providing a balanced program of
staff directed and child initiated activi-
ties.

(3) Promotion of physical growth by:

(1) Providing adequate indoor and out-
door space, materials, equipment, and
time for children to use large and small
ml:iscles to increase their physical skills;
an

(ii) Providing appropriate guidance
while children are using equipment and
materials in order to promote children’s
physical growth.

(¢) The education services component
of the plan shall provide for.a program
which is individualized to meet the spe-
cial needs of children from various popu-
lations by:

(1) Having a curriculum which is rele-
vant and reflective of the needs of the
population served (bilingual/bicultural,
multi-cultural, rural, urban, reservation,
migrant, etc.);

(2) Having staff and program re-
sources reflective of the racial and ethnic
population of the children in the pro-
gram,

(i) Including persons who speak the
primary language of the children and
are knowledgeable about their heritage;
and, at a minimum, when a majority of
the children speak a language other than
English, at least one teacher or aide in-
teracting regularly with the children
must speak their language; and,

(i) Where only a few children or a
single child speak a language different
from the rest, one adult in the center
should be available to communicate in
the native language;

(3) Including parents in curriculum
development and having them serve as
resource persons (e.g., for bilingual-bi-
cultural activities).

(d) The education services component
of the plan shall provide procedures for
on-going observation, recording and eval-
uation of each child’s growth and de-
velopment for the purpose of planning
activities to suit individual needs. It shall
provide, also, for integrating the educa-
tional aspects of other Head Start com-
ponents into the daily education services
program.

(e) The plan shall provide methods
for enhancing the knowledge and under-
standing of both staff and parents of the
educational and developmental needs
and activities of children in the program.
These shall include:

(1) Parent participation in planning
the education program, and in center,
classroom and home program activities;

(2) Parent training in activities that
can be used in the home to reinforce the
learning and develogment of their chil-
dren in the center;

(3) Parent training in the observation
of growth and development of their chil-
dren in the home environment and iden-
tification of and handling special de-
velopmental needs;

(4) Participation in staff and staff-
parent conferences and the making of
periodic home visits (no less than two)
by members of the education staff;

(5) Staff and parent training, under a
program jointly developed with all com-
ponents of the Head Start program, in
child development and behavioral de-
velopmental problems of preschool chil-
dren; and

(6) Staff training in identification of
and handling children with special needs
and working with the parents of such
children, and in coordinating relevant
referral resources.

§ 1304.2-3 Education services plan con-
tent: facilities.

(a) The education services component
of the plan shall provide for a physical
environment conducive to learning and
reflective of the different stages of de-
velopment of the children. Home-based
projects must make affirmative efforts to
achieve this environment. For center-
based programs, space shall be organized
into functional areas recognized by the
children, and space, light, ventilation,
heat, and other physical arrangements
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must be consistent with the health, safe-
ty, and developmental needs of the chil-
dren. To comply with this standard:

(1) There shall be a safe and effective
heating system;

(2) No highly flammable furnishings
or decorations shall be used.

(3) Flammable and other dangerous
materials and potential poisons shall be
stored in locked cabinets or storage facil-
ities accessible only to authorized
persons;

(4) Emergency lighting shall be avail-
able in case of power failure;

(5) Approved, working fire extin-
guishers shall be readily available;

(6) Indoor and outdoor premises shall
be kept clean and free, on a daily basis,
of undesirable and hazardous material
and conditions;

(7) Outdoor play areas shall be made
so as to prevent children from leaving
the premises and getting into unsafe and
unsupervised areas;

(8) Paint coatings in premises used
for care of children shall be determined
to assure the absence of a hazardous
quantity of lead;

(9) Rooms shall be well lighted;

(100 A source of water approved by
the appropriate local authority shall be
available in the facility; and adequate
toilets and handwashing facilities shall
be avaijlable and easily reached by
children;

(11) AD sewage and liquid wastes shall
be disposed of through a sewer system
approved by an appropriate, responsible
authority, and garbage and trash shall
be stored in a safe and sanitary manner
until collected ;

(12) There shall be at least 35 square
feet of indoor space per child available
for the care of children (.e., exclusive of
bathrooms, halls, kitchen, and storage
places). There shall be at least 75 square
feet per child outdoors; and

(13) Adequate provisions shall be
made for handicapped children to ensure
their safety and comfort.

Evidence that the center meets or ex-
ceeds State or local licensing require-
ments for similar kinds of facilities for
fire, health and safety shall be accepted
as prima facle compliance with the fire,
health and safety requirements of this
section.

(b) The plan shall provide for appro-
priate and sufficient furniture, equip-
ment and materials to meet the needs of
the program, and for their arrangement
in such a way as to facilitate learning,
assure a balanced program of spontane-
ous and structured activities, and en-
courage self-reliance in the children. The
equipment and materials shall be:

(1) Consistent with the specific edu-
cational objectives of the local program:

(2) Consistent with the cultural and
ethnic background of the children;

(3) Geared to the age, ability, and
developmental nceds of the children;

(4) Safe, durable, and kept in good
condition;

(5) Stored in a safc and ovderly
fashion when not in use;

(6) Accessible, attractive, and Invit-
ing to the childven; and

FEDERAL
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(1) Designed to provide a variety of
learning experiences and to encourage
experimentation and exploration.

Subpart C—Health Services Objectives
and Performance Standards

§ 1304.3-1 Health services general ob-
jectives.

The general objectives of the health
services component of the Head Start
program are to:

(a) Provide a comprehensive health
services program which inctudes a broad
range of medical, dental, mental health
and nutrition services to preschool chil-
dren, including handicapped children, to
assist the child’s physical, emotional, cog-
nitive and social development toward the
overall goal of social competence.

(b) Promote preventive health services
and early intervention.

(¢) Provide the child’s family with the
necessary skills and insight and other-
wise attempt to link the family to an
ongoing health care system to ensure
that the child continues to receive com-
prehensive health care even after leav-
ing the Head Start program.

§ 1304.3-2 Ieahh

Committee.

The plan shall provide for the crea-
tion of a Health Services Advisory Com-
mittee whose purpose shall be advising
in the planning, operation and evaluation
of the health services program and which
shall consist of Head Start parents and
health services providers in the com-
munity and other specialists in the vari-
ous health disciplines. (Existing commit-
tees may be modified or combined to
carry out this function.)

§ 1304.3-3 Moecdical and dental history,

screening, and examinations.

{(a) The health services component of
the performance standards plan shall
provide that for each child enrolled in
the Head Start program a complete medi-
cal, dental and developmental history will
be obtained and recorded, a thorough
health screening will be given, and medi-
cal and dental examinations will be per-
formed. The plan will provide also for
advance parent or guardian authoriza-
tion for all health services under this
subpart.

(b) Health screenings shall include:

(1) Growth assessment (head circum-
ference up to two years old), height,
weight and age.

(2) Vision testing.

(3) Hearing testing.

(4) Hemoglobin or hematocrit deter-
mination.

(5) Tuberculin testing indicated in
OCD Head Start Guidance Material.

(6) Urinalysis.

(7) Bascd on community health prob-
lems, other sclected screenings where
appropriate, e.g., sickle ccll anemia, lead
poisoning, and intestinal parasites.

(8) Assessment of current immuniza-
tion status. )

(9) During the course of health
screening, procedures raust be in effect
for idenlifying speech problems, deter-
mining their cause, and providing
services.
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(10) Identification of the speclal needs
of handicapped children.

(c) Medical examinations for children
shall include:

(1) Examination of all systems or re-
gions which are made suspect by the his-
tory or screening test.

(2) Search for certain defects 1a spe-
cific regions common or important in
this age group, l.e., skin, eye, ear, nose,
throat, heart, lungs, and groin (inguinal)
area.

(d) The plan shall provide, also, in
accordance with local and state health
regulations that employed program staff
have initial health examinations, peri-
odic check-ups, and are found to be free
from communicable disease; and, that
voluntary staff be screened for tuber-
culosis.

§ 1304.3-4 Mecdical and dental treat-

ment,

(a) The plan shall provide for treat-
ment and follow-up services  which
include:

(1) Obtaining or arranging for treat-
ment of all health problems detected.
(Where funding is provided by non-Head
Start funding suorces there must be writ-
ten documentation that such funds are
used to the maximum feasible extent.
Head Start funds may be used only when
no other source of funding is available).

(2) Completion of all recommended
immunizations—diptheria, pertussis, tet-
anus (DPT), polio, measles, German
measles. Mumps immunization shall be
provided where appropriate.

(3) Obtaining or arranging for basic
dental care service. as follows:

(1) Dental examination.

(ii) Services required for the relief of
pain or infection.

(iii) Restoration of decayed primary
and permanent teeth.

(iv) Pulp therapy for primary and
permanent teeth as necessary.

(v) Extraction of non-restorable teeth.

(vi) Dental prophylaxis and instruc-
tion in self-care oral hygiene procedures.

(vii) Application of topical fluoride in
communities which lack adequate fluo-
ride levels in the public water supply.

(b) There must be a plan of action for
medical emergencies. (Indicated in OCD
Head Start Guidance Material.)

§ 1304.3-5 Medical and dental records.

The plan shall provide for: (a) the
establishment and maintenance of in-
dividual health records which contain
the child's medical and developmental
history, screening results, medical and
dental examination data, and evaluation
of this material, and up-to-date informa-
tion about treatment and follow-up; (b)
forwarding, with parent consent, the
records to either the school or health
delivery system or bhoth when the child
leaves the program; and (¢) giving par-
ents a swnmary of the record which in-
cludes information on immunization and
follow~-up treatment; and (d) utilization
of the Health Program Assessment Re-
port (HPAR); and (e) assurance that in
all cases parents will be told the nature
of the data to be collected and the uses
to which the data will be put, and that
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the uses wjll be restricted to the stated
purposes,

§ 1304.3—-6 Health education.

(a) The plan shall provide for an
“organized health education program for
program staff, parents and children
which ensures that:

(1) Parents are provided with in-
formation about all available health re-
sources;

(2) Parents are encouraged to become
involved in the health care process re-
lating to their child. One or both parents
should be encouraged to accompany their
child to medical and dental exams and
appointments;

(3) Staff are taught and parents are
provided the opportunity to learn the
principles of preventive health, emer-
gency first-aid measures, and safety
practices;

(4) Health education is integrated into
on-going classroom and other program
activities.

(5) The children are famillarized with
all health services they will receive prior
to the delivery of those services.

§ 1304.3—-7 Mental health objectives.

The objectives of the mental health
part of the health services component of
the Head Start program are to:

(a) Assist all children participating in
the program in emotional, cognitive and
social development toward the overall
goal of social competence in coordination
with the education program and other
related component activities;

(b) Provide handicapped children and
children with special negeds with the nec-
essary mental health services which will
ensure that the child and family achieve
the full benefits of participation in the
program;

(¢) Provide staff and parents with an
understanding of child growth and de-
velopment, an appreciation of individ-
ual differences, and the need for a sup-
portive environment;

(d) Provide for prevention, early iden-
tification and early in.ervention in prob-
lems that interfere with a child’s devel-
opment;

(e) Develop a positive attitude toward
mental health services and a recognition
of the contribution of rsychology, medi-
cine, social services, education and other
disciplines to the mental health pro-
gram; and

(f) Mobilize community resources to
serve children with problems that pre-
vent them from coping with their en-
vironment.

§ 1304.3-8 Mental health services.

(a) The mental health part of the plan
shall provide that a mental health pro-
fessional shall be available, at least on
a consultation basis, to the Head Start
program and to the children. The mental
health professlonal shall:

(1) Assist in planning mental health
program activities;

(2) Train Head Start staff;

(3) Periodically observe children and
consult with teachers and other staff;
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(4) Advise and assist in developmental
screening and assessment;

(5) Assist in providing special help for
children with atypical behavior or de-
velopment, including speech;

(6) Advise in the utilization of other
community resources and referrals;

(7) Orient parents and work with
them to achieve the objectives of the
mental health program; and

(8) Take appropriate steps in con-
junction with health and education
services to refer children for diagnostic
examination to determine whether their
emotional or behavior problems have a
physical basis.

(b) The plan shall also provide for:

(1) attention to pertinent medical and
family history of each child so that
mental health services can be made
readily available when needed;

(2) use of existing community mental
health resources;

(3) coordination with the education
services component to provide a program
keyed to individual developmental levels;

(4) confidentiality of records;

(5) regular group meetings of parents
and program staff;

(6) parental consent for special men-
tal health services;

(7) opportunity for pdarents to obtain
individual assistance; and,

(8) active involvement of parents in
planning and implementing the indi-
vidual mental health needs of their chil-
dren.

§ 1301.3-9 Nulrition objectives.

The objectives of the nutrition part of
the health services component of the
Head Start program are to:

(a) Help provide food which will help
meet the child’s daily nutritional needs
in the child’s home or in another clean
and pleasant environment, recognizing
individual differences and cultural pat-
terns, and thereby promote sound phys-
ical, social, and emotional growth and
development.

(b) Provide'an environment for nutri-
tional srevices which will support and
promote the use of the feeding situation
as an opportunity for learning;

(c) Help staff, child and family to un-
derstand the relationship of nutrition
to health, factors which influence food
practices, variety of ways to provide for
nutritional needs and to apply this
knowledge in the development of sound
food habits even after leaving the Head
Start program;

(d) Demonstrate the interrelation-
ships of nutrition to other activities of
the Head Start program and its contri-
bution to the overall child development
goals; and

(e) Involve all staff, parents and other
community agencies as appropriate in
meeting the child’s nutritional needs so
that nutritional care provided by Head
Start complements and supplements that
of the home and community.

§ 1304.3-10 Nutrition services.

(a) The nutrition services part of the
health services component of the per-

formance standards plan must identify
the nutritional needs and problems of
the children in the Head Start program
and their families. In so doing account,
must be taken of :

(1) The nutrition assessment data
(height, weight, hemoglobin hematocrit)
obtained for each child;

(2) Information about family eating
habits and special dietary needs and
feeding problems, especially of handi-
capped children; and,

(3) Information about major com-
munity nutrition problems.

(b) The plan, designed to assist in
meeting the daily nutritional needs of
the children, shall provide that:

(1) Every child in a part-day program
will receive a quantity of food in meals
(preferably hot) and snacks which pro-
vides at least Y3 of daily nutritional
needs, with consideration for meeting any
special needs of children, including the
child with a handicapping condition;

(2) Every child in a full-day program
will receive snack(s), lunch, and other
meals as appropriate which will provide
Yo to 24 of daily nutritional needs de-
pending on the length of the program;

(3) All children in morning programs
who have not received breakfast at the
time they arrive at the Head Start pro-
gram will be served a nourishing break-
fast;

(4) The kinds of food served conform
to minimum standards for meal patterns
indicated in OCD Head Start Guidance
Material;

(5) The quantities of food served con-
form to recommended amounts indicated
in OCD Head Start guidance materials;
and,

(6) Meal and snack periods are sched-
uled appropriately to meet children’s
needs and are posted along with menus;
e.g., breakfast must be served at least
21 hours before lunch, and snacks must
be served at least 1% hours before lunch
or supper,

(c) The plan shall undertake to assure
that the nutrition services contribute to
the development and socialization of the
children by providing that:

(1) A variety of foods  which broaden
the child's food experience in addi-
tion to those that consider cultural and
ethnic preferences is served;

(2) Food is not used as punishment or
reward, and that children are encouraged
but not forced to eat or taste;

(3) The size and number of servings
of food reflect eonsideration of individual
children’s needs;

(4) Sufficient time is allowed for chil-
dren to eat;

(5) Chairs, tables, and eating utensils
are suitable for the size and develop-
mental level of the children with special
consideration for meeting the needs of
children with handicapping conditions;

(6) Children and staff, including
volunteers, eat together sharing the same
menu and a socializing experience in a
relaxed atmosphere; and

(7) Opportunity is provided for the
Involvement of children in activities re-
lated to meal. service., (For example:
family style service.)
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(d) The plan shall set forth an orga-
nized nutrition education program for
staff, parents and children. This program
shall assure that:

(1) Meal periods and food are planned
to be used as an integral part of the to-
tal education program;

(2) Children participate in learning
activities planned to effect the selection
and enjoyment of a wide variety of nu-
tritious foods;

(3) Families receive education in the
selection and preparation of foods to
meet family needs, guidance in home and
money management and help in con-
sumer education so that they can fulfill
their major role and responsibility for
the nutritional health of the family;

{4) Al staff, including administrative,
receive education in principles of nutri-
tion and their application to child de-
velopment and family health, and ways
to create a good physical, social and
emotional environment which supports
and promotes development of sound food
habits and their role in helping the
child and family to achieve adequate
nutrition.

(e) The plan shall make special pro-
vision for the involvement of parents
and appropriate community agencies in
planning, implementing, and evaluating
the nutrition services. It shall provide
that:

(1) The Policy Council or Committee
and the Health Services Advisory Com-
mittee have opportunity to review and
comment on the nutrition services;

(2) The nutritional status of the chil-
dren will be discussed with their par-
ents;

(3) Information about menus and nu-
trition activities will be shared regu-
larly with parents;

(4) Parents are informed of the bene-
fits of food assistance programs; and

(5) Community agencies are enlisted
to assist eligible families participate in
food assistance programs.

{f) The plan shall provide for com-
pliance with applicable local, State, and
Federal sanitation laws and regulations
for food service operations including
standards for storage, preparation and
service of food, and health of food han-
dlers, and for posting of evidence of such
compliance. The plan shall provide, also,
that vendors and caterers supplying food
and beverages comply with similar ap-
plicable laws and regulations.

{(g) The plan shall provide for direc-
tion of the nutrition services by a quali-
fied full-time staff nutritionist or for pe-
riodic and regularly scheduled supervi-
slon by a qualified nutritionist or dieti-
tian as defined in the Head Start Guid-
ance Material. Also, the plan shall pro-
vide that all nutrition services staff will
receive preservice and in-service training
as necessary to demonstrate and main-
tain proficiency in menu planning, food
purchasing, food preparation and stor-
age, and sanitation and personal hygiene.

(h) The plan shall provide for the es-
tablishment and maintenance of records
covering the nutrition services budget,
expenditures for food, menus utilized,
numbers and types of meals served dafly
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with separate recordings for children and
adults, inspection reports made by health
authoritles, recipcs and any other infor-
mation deemed necessary for efficient
operation.

Subpart D—Social Services Objectives
and Performance Standards

§1301.4-1

The objectives of the social services
component of the performance stand-
ards plan are to:

(a) Establish and maintain an out-
reach and recruitment process which
systematically insures enrollment of
eligible children.

(b) Provide enrollment of eligible
children regardless of race, sex, creed,
color, national origin, or handicapping
condition.

(¢) Achieve parent participation in the
center and home program and related
activities.

(d) Assist the family in its own efforts
to improve the condition and quality of
family life.

(e) Make parents aware of commu-
nity services and resources and facilitate
their use.

§ 1304.4-2 Social services plan conient.

(a) The social services plan shall pro-
vide procedures for:

(1) Recruitment of children, taking
into account the demographic make-up
of the community and the needs of the
children and families;

(2) Recruitment of handicapped chil-
dren;

(3) Providing or referral for appro-
priate counseling; .

(4) Emergency assistance or crisis in-
tervention;

(5) Furnishing Information about
available community services and how to
use them;

(6) Follow-up to assure delivery of
needed assistance;

(1 Establishing a role oI advocacy
and spokesman for Head Start families;

(8) Contacting of parent or guardian
with respect to an enrolled child whose
participation in the Head Start program
is irregular or who has been absent four
consecutive days; and

(9) Identification of the social service
needs of Head Start families and work-
ing with other community agencies to
develop programs to meet those needs.

(b) The plan shall provide for close
cooperation with existing community re-
sources including:

(1) Helping Head Start parent groups
work with other neighborhood and com-
munity groups with similar concerns;

(2) Communicating to other commu-
nity agencies the needs of Head Start
families and ways of meeting these
needs;

(3) Helping to assure better coordina-
tion, cooperation, and information shar-
ing with community agencies;

(4> Calling attention to the inade~
quacles of existing community services,
or to the need for additional services,
and assisting in improving available
sergices, or bringing in new services;
an

Social services objectives.
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(5) Preparing and making avallable a
community resource list to Head Start
staff and families.

(¢) The plan shall provide for the
establishment, maintenance, and confi-
dentiality of records of up-to-date, per-
tinent family data, including completed
enrollment forms, referral and follow-
up reports, reports of contacts with other
agencies, and reports of -contacts with
families.

Subpart E-—Parent Involvement Objectives
and Performance Standards

§1301.5-1 Parent

tives.

The objectives of the parent invdlve-
ment component of the performance
standards plan are to:

(a) Provide a planned program of ex-
periences and activities which support
and enhance the parental role as the
principal influence in their child’s edu-
cation and development.

(b) Provide a program that recognizes
the parent as:

(1) Responsible guardians of their
children’s well being.

.(2) Prime educators of their children.

(3) Contributors to the Head Start
program and to their communities.

(c) Provide the following kinds of
opportunities for parent participation:

(1) Direct involvement in decision
making in program planning and
operations.

(2) Participation In classroom and
other program activities as paid em-
ployees, volunteers or observors.

(3) Activities for parents which ihey
have helped to develop.

{4) Working with their own children
in cooperation with Head Start staff,

§ 13014.5~2 Pareat imvolvement
conlent: parent participation.

(a) The basic parent participation
policy of the Head Start program, with
which all Head Start programs must
comply as a condition of being granted
financial assistance, 1s contained in
Head Start Policy Manual, Instruction
I-31—Section B2, The Parents (OCD
Transmittal Notice 70.2, dated August
10, 1970). This policy manual instruc-
tion is set forth in Appendix B to this
part.

(b) The plan shall describe in detail
the implementation of Head Start Policy
Manual Instruction I-31—section B2,
The Parents (Appendix B). The plan
shall assure that participation of Head
Start parents is voluntary and shall not
be required as a condition of the child’s
enrollment.

§ 13014.5-3 Parent Involvement Plan
content: enhancing development of
parenting skills.

The plan shall provide methods and
opportunities for involving parents in:

(a) Experiences and activities which
lead to enhancing the development of
their skills, self-confidence, and sense
of Independence in fostering an en-
vironment in which their children can
develop to thelr full potential.

involvement oljec-

plan
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(b) Experiences in child growth and
development which will strengthen their
role as the primary influence in their
children’s lives.

(¢) Ways of providing educational and
developmental activities for children in
the home and community.

(d) Health, mental health, dental and
nutrition education.

(e) Identification, and use,-of family
and community resources to meet the
basic life support needs of the family.

(f) Identification of opportunities for
continuing education which may lead
towards self-enrichment and employ-
ment.

(g) Meeting with the Head Start
teachers and other appropriate staft for
discussion and assessment of their chil-
dren’s individual needs and progress.

§ 1304.5-4 Parent Involvement Plan
content: - communications among
program  management, program

staff, and parents.

(a) The plan shall provide for two-way
communication between staff and par-
ents carried out on a regular basis
throughout the program year which pro-
vides Information about the program and
its services; program activities for the
children; the policy groups; and re-
sources within the program and th2 com-
munity. Communication must be de-
signed and carried out in-a way which
reaches parents and staff effectively.
Policy Groups, staff and parents must
participate in the planning and develop-
ment of the communication system used.

(b) The plan shall provide a system for
the regular provision of information to
members of Policy Groups. The purpose
of such communication is to enable the
Policy Group to make informed decisions
in a timely and effective manner, to
share professional expertise and gen-
erally to be provided with staff support.
At a minimum, information provided will
include:

(1) Timetable for planning, develop-
ment, and submission of proposals;

(3) Head Start policies, guidelines, and
other communications from the Office of
Child Development;

(3) Financlal reports and statements
of funds expended in the Head Start ac-
count; and

(4) Work plans, .grant applications,
and personnnel policies for Head Start.

(¢) The entire Head Start staff shall
share responsibility for providing assist-
ance in the conduct of the above activi-
ties. In addition, Health Services,
Education, and Social Services staff
shall contribute their direct services to
assist the Parent Involvement staff. If
staff resources are not available, the
necessary resources shall be sought
within the community.

§ 1304.5-5 Parent Involvement Plan
contcnt: parents, area residents, and
the program.

The plan shall provide for:

(a) The establishment of effective
procedures by which parents and area
residents concerned will be enabled to
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influence the character of programs
affecting their Interests,

(b) Their regular participation in the
implementation of such programs and,

(¢) Technical and other support
needed to enable parents and area resi-
dents to secure on their own hehalf
available assistance from public and
private sources.

APPENDIX A—PROGRAM OPTIONS FOR PROJECT
Heap STABT

This appendix sets forth policy governing
the development and implementation of
variations in program design by local Head
Start programs.

N-30-334-1-00 Purpose

This chapter sets forth the policy govern-
ing the development and implementation of
variations in program design by local Head
Start prlograms.

N-30-334-1-10 Scope

This [policy applles to all Head Start
grantees and delegate agencies that operate
or propose to operate a full year program
which provides a set of services to the same
child or the same group of children for less
than six hours a day. The policy will be ap-
plied to all applications submitted by such
grantees or delegate agencies on or after
April 1, 1973.

N-30-334-1-20 Policy
A. GENERAL PROVISION

Beginning in the fourth quarter of FY
1973 (April 1973), Head Start programs will
be permitted and encouraged to consider
several program models in addition to the
standard Head Start model and select the
program option best suited to the needs of
the children served and the capabilities and
resources of the program staff. The program
options that are to be available for local
selection are as follows:

The standard Head Start model.
Variations in center attendance.
Double sessions.

Home-based models.

Locally designed variations.

In principle,-the Office of Child Develop-
ment will support any option or design model
provided a community can demonstrate in
an acceptable proposal that 1t will result in
a quality child development program at rea-
sonable cost and meet Head Start guidelines.
Any program option proposed must demon-
strate that it meets each of the following
conditions:,

1. All policles stated in the Head Start
Manual for Head Start components must
be adhered to, with the exception of those
points detailed in the descriptions of each
of the options under Special Provisions. This
policy 1S not to be Interpreted in any way
which would lessen the force of the present
Head Start policy which states that, “Pro-
grams in which enrollment does not reflect
the racial or ethnic composition of disad-«
vantaged famllies in the area may not be
funded . . .” (Head Start Manual 6108-1,
page 8).

- 2. The design and selection of program op-
tions is to be based on an assessment of the
child development needs and resources of the
broader community as well as the needs of
the current eprollees and their families,

3. The assignment of children to programs
is to be determined by assessing such fac-
tors as age or developmental level, family
sttuation, handicaps, health or learning
problems, and previous school experience.
Discussion with all parents about specific
needs of their children and how best to

meet those needs must be a priority In such
an assessment.

4. Proposed options must be justified as
consistent with good developmental prac-
tices.

5. All parents whose children participate
in any option must be represented in their
parent-group organizations in accordance
with the revised parent involvement guide-
lines of the Head Start Policy Manual of
August 10, 1970.

6. Program options must receive the ap-
proval of the Head Start Policy Council prior
to submission to OCD.

7. There must be a specific training plan
for staff and volunteers for any option
chosen. It should address itself to the re-
quiremernts and goals of the specific program
variations being implemented.

8. The number of hours spent In the Head
Start center will vary depending on the op-
tion chosen. In all casés, the center actlvities
are to maximize opportunities for meeting
the child’s developmental needs.

9. The application must demonstrate the
abllity to conduct the program option within
the limits of the current funding level unless
funds are added to the program from other
sources. However, some options may enable
programs to serve more children within the
same funding level. Careful planning and
analysis will be necessary to determine the
total cost assoclated with serving additional
children., In such planning, the following
areas should be considered:

a. Additional medical-dental costs;

b. Increased costs due to separate sched-
uling and operating practices in the
area of pupil and staff transporta-
tion;

c. Additional staff for home visits and
similar supportlve activities;

d. Need for additional recruitment

effort;

. Increased insurance costs;

. Additions to parent activity funds.

L X

B. SPECIAL PROVISIONS
1. The Standard Head Start Model

Confinuation of the present five-day-per-
week, center-based classroom format will be
optional. Communities electing to continue
this format are free to do so provided that
they demonstrate through a careful assess-
ment of their needs and capabilities that
continuing the present program is in the
best interests of ‘the individual children and
familles served. If this assessment indicates
that the present format is not adequately
meeting local needs, the program is to con-
sider whether these needs could be met more
effectively by one or more of the other
options.

2. Variations in Center Attendance

a. Head Start programs may elect to serve
some or all children on a less than five-day-
per-week basls. All children who attend
Head Start on a partial basis must receive
the same comprehensive developmental
services as children attending the 5-day ses-
sion, except as otherwise indicated. Short-
ened hours in the classroom may be supple-
mented by a parent education program or
another option which would assist parents
in developing their role as the first and most
influential educators of their own children.

In planning for less than a five-day-week
classroom schedule, careful consideration
must be given to the underlying reasons for
the attendance variations. Program planning
must specifically address the following
questions:

(1) What are the developmental needs of
the child? Can they be met as effectively or
more effectively by less than a five-day
schedute?
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(2) What are the needs and desires of the
family? Would adjustment factors dictate
consecutive-days attendance as opposed to,
say, an every-other-day schedule?

(3) How does the curriculum plan fit the
age and developmental needs of the children?
Does the plan take into account differing
needs of children of different ages, and vary-
ing needs of the same child over time?

. (4) What kind of staffing pattern is re-
quired to obtain the program objectives?

b. In all situations where the children are
in the center less than five days a week, the
program must specify how they will receive
comprehensive services. The following exam-
ples are illustrative of what this requires.

(1) One-third to one-half of the child’s
daily nutritional needs must be met each day
he attends the center. Parents must, on re-
quest, be provided with simple, economical
weekly menus and counseling’ on budgeting,
food preparation and sanitation, as well as
on how to involve children in food-related
activities in the home.

(2) Provisions for complete medical and
dental services must be made for all children
in accordance with Head Start policies.

(3) Staff-family interaction, as central to
the Head Start concept, must be included
in any variation plan. Varied scheduling is
to provide staff with new and additional op-
portunities for such interaction.

c. Staff utilization should contribute no-
ticeably to program quality by maximizing
stafl talent, potential and expertise. Stafl
training goals must be {dentified and a train-
ing plan devised which will facilitate the im-
plementation of the option. Such training
should enable the staff to incorporate cur-
riculum modifications necessary to accom-
modate the shorter week and to allow for the
developmental differences between three-
year-olds and five-year-olds.

d. Severa! attendance variation models are
possible in planning the delivery of Head
Start services. Attendance schedules must be
devised for the children in accordance with
their assessed needs. Proposals must describe
the methods by which children are assigned
to their schedules. The following examples
indicate possible scheduling variations. The
list is not meant to be exhaustive,

(1) The four-day-week schedule provides
four days for center-hased activities plus an
additional day for center staff to perform
special activities, such as:

In-service training for staff, parents and
volunteers.

Special experiences for children.

Home visits.

Two days in’'small groups in homes with
parent training by the staff.

(2) Split-session schedules: Two regularly
enrolled groups, each meeting two days per
week, with the fifth day set aside for such
things as in-service training or working with
small groups of parents or children with spe-
clal needs.

3. Double Sessions

Head Start programs are permitted to oper-
ate double sessions as an option. In no case
shall the addition of other children result
in fewer services for children currently in
the program. A program shall not be re-
quired, nor shall it be permitted, to conduct
double sessions solely as a cost-saving device.
In addition to the policies which apply to
full-year, part-day program, the following
conditions must be met when the double
sessions option is utilized:

a, Provisions must be made for a one-hour
break between doube-session classes when a
single teaching staff conducts both halves
of a double session. In addition, at leasi
thirty minutes must be allotted prior tc
each session—whether or not a different
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teaching stafl 15 used—to prepare for the
session and set up the classroom environ-
ment, as™well as to give individual attention
to children entering and leaving the center.
In some Instances where schools serve as
center sites, variations in scheduling double
sessions may have to be considered.

b. The scheduling of children to attend
morning or afternoon sessions must attempt
to meet individual ghildren's needs such as
receptivity, necessity for naps, and other
factors that might prevent full program
benefit to some children.

c. Adequate time for staff consultation,
planning (staff must plan for each session
to meet the needs of particular children en-
rolled), in-service training and career de-
velopment must be provided during the
working schedule. In some cases, this can
only be achleved by a variation in center
attendance (e.g.," a four-day-week for
children).

d. Staff teaching both halves of a double
session are not to have the primary responsi-
bility for home visits unless some provision
is made for substitute staff. In such cases,
special provisions must be made for home
visits.

e. Provisions must be made for an increase
in supportive personnel and services in rela-
tion to the anticipated requirements of ad-
ditional children and their families.

f. Provisions must be made for custodial
services between sessions, including the
cleaning of indoor and outdoor spaces.

g. Provisions must be made to maintain
high food quality for both sessions. All
children should have an opportunity to join
in cooking and other food-related activitles,
preferably with the participation of the
cook-manager.

4. Home-Based Models

Head Start grantees may elect to develop
and incorporate a home-based model into
their current program. Such models would
focus on the parent as the primary factor
in the child’s development and the home as
the central facility. These models may be
designed along the lines of the Home Start
demonstration programs initiated in fifteen
communities in PY 1972 or on & model de-
veloped by the local community. The fol-
lowing conditions must be met by these
grantees in implementing their programs:

a. Comprehensive Services

The same kinds of services which are avail-
able ‘0 children served in a center-based
Head Start program will be available to
children served by a home-based program.
As in center-based programs, the home-based
program must make every possible effort to
identify, coordinate, integrate and utilize
existing community resources and services
(public, reduced-fee, or no-fee) in providing
nutritional, health, soclal and psychological
services for its children and their families.

(1) Nutrition.—In home-bhased programs,
whenever feasible children should receive
the same nutrition services as in center-
based programs with priority emphasis on
nutrition education almed at helping par-
ents learn to make the best use of existing
food resources through food planning, buy-
ing and cooking. If periodic, regular or in-
cidental group sessions for children are held,
every effort should be made to prepare and
serve a nutritious snack or meal. When food
is not available to a family, the home-based
program must make every effort to put the
family in touch with whatever community
organization can help supply food. In addi-
tion, parents should be informed of all avail-
able family assistance programs and should
be encouraged to participate in them,

Nulrition c¢ducation must recognize cul-
tural variations in food preferences and sup-
plement and build upon these preferences
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rather than attempt to replace them. Thus,
food items that are a regular part of a fam-
{ly's diet will be a major focal point of nu-
trition education.

(2) Health —Every efiort must be made to
provide health services through existing re-
sources. Children in home-based programs
are to receive the same health services as
children in center-based programs.

As with the standard Head Start program,
home-based programs shall provide linkages
with existing health services for the entire
family unit on an as-needed basis. However,
Head Start funds may be used to provide
health services only for the pre-school mem-
bers of the family.

(3) Psychological and Social - Services.—
Home-based programs shall provide needed
services through existing community re-
sources or within the sponsoring Head Start
program In accordance with existing Head
Start policies.

b. Curriculum for Children

A major emphasis of the program must be
to help parents enhance the total develop-
ment (including cognitive, language, so-
cial, emotional and physical) of all their
children.

Whatever the educational program or
philosophy of a home-based program, it must
have a plan or system for developing “indi-
vidualized” or “personalized’ education pro-
grams for its children.

In addition, programs must provide ma-
terial, supplies and equipment (such as tri-
cycles, wagons, blocks, manipulative toys
and books) to foster the children’s develop-
ment in their homes as needed. Provision for
such materials may be made through lend-
ing, cooperative or purchase systems.

Group socialization experiences must be
provided on a periodic basis for all children
in home-based programs. The proposal must
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