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THE WHITE HOUSE 

WASHINGTON 

October 5, 1983 

MEMORANDUM TO: FAITH RYA..~ WHITTLESEY 

FROM: .MORTON C. BLACKWELL 

SUBJECT: MEE1ING WITH CONSERVATIVES REGARDING 
0MB ·cIRCULAR A-122 

The following people will be attending the October 6th, 
11: 00 a.m. meeting in GBOB rOOffi 2tt : o2/"1cu -FRtv o-{f}cc::, 
Faith Ryan Whittlesey 

Morton C. Blackwell 

John Rousselot 

v Joe Wright - 0MB 

1 
Mike Horowitz - 0MB 

Dr. Marshall Breger - Heritage Foundation '. (Mike Horowitz I s invitee) 

; Greg Butler - (Paul Weyrich's designee) 

b Gary Curran - .American Life Lobby 

1 Richard Dingman - Moral Majority 

, William Olson, Esq. - (Howard Phillips' designee) 

The meeting has been scheduled for one hour, however, 
Mr. Dingman will have to leave at 11:40. 



To: Officer-in-charge 
Appointments Center 
Room 060, OEOB 

REQUEST FOR APPOINTMENTS 

Please admit the following appointments on THURSDAY, OCTOBER 6, , 19-8..L 

for FAITH RYAN WHITTLESEY of ___ __ ....,O~P._.L..._ ____ _ 
(NAME OF PERSON TO BE VISITED) (AGENCY) 

BUTLER, Greg 
CURRAN, Gary 
DINGMAN, Richard 
HOROWITZ, Michae l 
OLSON, William 
WRIGHT, Joseph 

MEETING LOCATION 

Building WEST WING 

Room No. FRW Office ( 2/WW) 

Time of Meeting_l_l_:_0_0 _ _ a_._m_. __ 

Requested by JOYCE THOMANN/SUSAN GRAF 

Room No.___;l::::.:9:....:l=--Telephone _ _.:::2:....:6:....:5=-7-=-/c......:::2~2=-7'--'0a;,.__ 

Date of request __ l_0;;.../<......e.6_,_/_8_3 _______ _ 

Additions and/or changes made by telephone should be limited to three (3) names or less. 

APPOINTMENTS CE NTER: SIG/OE OB - 395-6046 or WHITE HOUSE - 456-6742 

UNITED STATES SECRET SE RV ICE SS F IO U ( 1 · 78) 
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THE WHITE HOUSE 

WASHINGTON 

October 5, 1983 

MEMORANDUM TO: FAITH RYA..N WH I TTLESEY 

FROM: MORTON C. BLACKWELL 

SUBJECT: MEETING WITH CONSERVATIVES REGARDING 
0MB CIRCULAR A-122 

The following people will be attending the October 6th, 
11:00 a.m. meeting in OEOB room~~ CJ.W . ~Rw 

\ 

Faith Ryan Whittlesey 

Morton C. Blackwell arr 
John Rousselot 

Coe Wright - OM~ ,n ~ tkpdJ 
J O"l.\tj (.%,h ~ - tJ f'" I~ 

; Mike Horowitz - 0MB ~ 

~ L..:-::...JH~ CJ...J::.af::1-&--ro·a-aa--at i -orr-:{-:M · k e Hor o~ vi tee) 

Greg Weyrich's designee) 

Gary Curran - American L'fK Lobby J 

~~~ ()11v{ D,rL--l </i,--
Richard Dingman .1' Mora Majority . 

1 
_ /J A . , 

s .. ,. , ol~n G11md.A/>¥ ~J'llf 
William Olson, Esq. - ( oward hillips' designee) 

I ~ +6YI»~ fr-wLJ,J ar,14 '. 1,,,-:ef~ a(/+:r rf'b) of LsC 
The meeting has been scheduled for one hour, however, 

Mr. Dingman will have to leave at 11:40. 
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MEMORANDUM TO: 

FROM: 

SUBJECT: 

THE WHITE HOUSE 

WASHINGTON 

October 6, 1923 . 

FAITH RYAN \'iTHITTLESEY 

MORTON C. BLACKWELL 

MEETING WITH CONSERVATIVES REGARDING 
0MB CIRCULAR A-122 

Revision in list of participants: 

Doug Cannon, 0MB will be attending. 

Dr. Marshall Breger reqrets that he will not be able to attend. 



CONFIR~ED FOR MEETING 

Faith Ryan Whittlesey 

Morton C. Blackwell 

Joe Wright - 0MB 

Mike Horowitz - 0MB 

Gary Curran - American Life Lobby 

Greg Butler (Paul Weyrich 's designee) 

• William Olson, Esq . - (Howard Phillips' designee) 

Dr. Marshall Breger - Heritage Foundation (Mike Horowitz's invitee) 

Richard Dingman - Moral Majority 

REGRETS 

Dave Denholm Public Service Research Council 

Dr. Ron Godwin - Moral Majority 

Paul and Judy Brown - American Life Lobby 

TIME: 11:00 a.m. Thursday October 6, 1983 

LOCATION: OEOB rm 248 

TOPIC: 0MB Circular A-122, Defunding advocacy groups. 

, -
I 



THE WHITE HOUSE 

WASHINGTON 

October 10, 1983 

MEMORANDUM TO: FAITH WHITTLESEY 

THROUGH: Jack C. Courtemanche 

THROUGH: 

FROM: 

SUBJECT: 

Mary Ann Meloy 

Morton C. Blackwelll{/;; 

Conservative Reaction to Proposed A-122 
Revision 

Per your request, I made a survey of a number of the 
conservative activist groups after our meeting of conserva­
tives in your office last week with Joe Wright and Mike 
Horowitz. 

In general, the conservative groups intend to be 
supportive or neutral respecting the A-122 proposal as they 
now understand it. Paul Weyrich will be supportive on 
A-122, as will Howard Ruff's group, Free the Eagle, which 
is leading a fight against the IMF funding. 

Many groups decline to comment until they see the 
actual text. 

There will be opposition from Howard Phillips' Con­
servative Caucus. Howie will accept nothing less than a 
regulation which would, for instance, cut off all grants 
to the American Cancer Society if they continue to lobby 
against smoking. This position is so impractical it 
severely limits the number of his potential allies in 
opposing our A-122 revision. 

My suggestion is that, just as we release the A-122 
revision for comment, I send a copy of it to conservative 
groups with a letter from me outlining its provisions and 
merits. This proposal is a step in the right direction, and 
I proved that to the satisfaction of most of the 40 conserva­
tive activists to whom I spoke last week at your request. 

MCB: jet 



THE WHITE HOUSE 

WASHINGTON 

October 7, 1983 

MEMORANDUM FOR MORTON C. BLACKWELL 

FROM: 

SUBJECT: 

FAITH RYAN WHITTLESEY 

Cir.cular A-122 

As we discussed, may I please have for the ' Senior Staff 
Meeting on Tuesday morning (8:00 AM), October 11, a 
report on the Conservative position on the final dis­
position of A-122. 



.,. . 

... . , 
'· ... . 

Volume V 
Number IV 
March 10, 1983 

INDEPENDENT 
SECTOR 

MAR 161983 

·- - . ---- - - --· -·-- -- . ·- .. 

GOVERNN\ENT RELATIONS INFO AND ACTlOf\ 
PHASE I VICTORY ON 0MB CIRCULAR A-122 

In a statement that signals a clear "phase one" victory for nonprofits, 
the Office of Management and Budget, today announced the followirig: "Last 
January, the Office of Management and Budget published a proposed revision 
to 0MB Circular A-122 entitled 'Cost Principles for Nonprofit Organizations', 
clesigned to prevent the use of government funds for lobbying and other forms 
of political advocacy. 

"Today 0MB announced \•1ithdrawal of that proposal and said it intended 
to publish for comment a new set of revisions within the next several months, 
following further consultation with interested Members of Congress, the 
General Accounting Office and taking into account the several thousand comments 
on the proposal." 

The announcement indi~~tes a clear retreat by the Administration but we 
will have to remain viailant. David A. Stockman, in a letter: to Congressman 
Jack Brooks, Chairman of the House Government Operations Corr.rnittee, said he 
is "confident that a new proposal can meaningfully address our objective ..• " 
IS previous1y and repeatedly indicated that we believe their basic proposal 
,s so totally and fundamentally wrong that anything short of complete with­
drawal is unlikely to be acceptable. He plan to watch the process very closely 
and will let you know immediately if 0MB does move -to issue new revisions to 
the Circular. · 

This step by the Administration followed a number of actions involving 
the grassroots and Washington-based efforts including: 

1) a deluge of more than 5,000 comments to 0MB protesting the revisions 
to A-122; 

2) hearings by the House Government Operations Committee, on March 1; 

3) a letter on March 4 to David Stockman from Congressmen Jack Brooks 
and Frank Horton, calling for withdrawal of revisions to A-122, 
which gained 170 cosigners in the House in bm days; 

I 

4) visits to every House Member's office on March 4 by· representatives 
of IS and the 0MB Coalition on A-122, urging House Members to sign 
theBrooks-Hortcn letter; 

(OVER) 

A NATIONAL FORUM TO E:s:COURAGE GIVING, VOLIJNTEERING AND ,'\;QT· FOR· PROFIT INITIATIVE 

1828 L Street. .'s . \:\'. • Washington . D.C. .20036 • (202) 223-8100 

SUCCESSOR TO THE COALITIO~ OF NATIONAL VOLU,'ITARY ORGANIZATI0:--.5 ANO THE ;s.;ATIQ;s.;AL COUNCIL ON ?HILANTHR 
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5) te 1 ep hone ca 11 s on March 7" to all House Members by the OMS Coalition 
and INDEPENDENT SECiOR, urging them to sign the Brooks-Horton letter; 

6) an IS March 4 Capitol Hill breakfast briefing on the issue for 125 
Congressional aides; 

7) an IS February 23 Capitol Hill Day where more than 100 representa­
tives of nonprofit organizations contacted several hundred Members 
of Congress on the issue; 

8) hearings on March 9 of the House Judiciary Subcommittee on Civil and 
Constitutional Rights; and 

9) thousands of 1etters, calls and visits from constituents., urging the 
President to drop the proposal. 

Other important publications and presentations undoubtedly influenced 
0MB 's decision to back off the issue. They inc 1 ude: 

1) The testimony before the House Com~ittee on Government Operations of 
Charles A. Bowsher, Comptroller General of the General Accou."lting 
Office (GAO), where he stated that "GAO had serious reservations con­
cerning the legal enforceability of the provisions as well as their 
desirability from a policy standpoint." He further state:d • •.• the 
penalty can be so great, it could have a 'chilling effect• en grantees 
and contractors in communicating with their program agencies concerning 
legitimate business." (The Bowsher testimony is available fr'Jm ~-) 

2) The report from the Congressional Research Service (CRS) which states, 
"There is .no clear indication of an express statutory delegation of 
authority from Congress to the Office of Management and Budget to 
issue rules and regulations regarding political advocacy by nonprofit 
organizations which receive federal grants, nor to establ1sh rules to 
effectuate a general governmental policy of non-involvement and non­
subsidization of advocacy in the private sector." The report also 
states, "Thus, questions may be raised under a First Amendment analysis 
as to both the sufficiency of the governmental interest asserted by 0MB 
in the restrictions, and as to the 'overbreadth' of the application cf 
the restrictions." At another point, the report states, "Considering 
the broad policy nature of the proposed restrictions, the stated pur­
pose of those restrictions, their effect on fundamental liberties, and 
the absence of express congressional delegation of authority or a spe­
cific executive order on this subject, questions may be raised under 

• judi ci a 1 precedents as to whether an agency such as 0MB, rather than 
the Congress or the President, is the proper 'level' for promulgating 
such a policy decision." Copies of the report are available from 
Congressional Research Service, The Library of Congress, Washington, 
D.C. 20540. . 
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A large number of groups and-coalitions have come together to form the 
Coalition on A-122, to fight the revisions to A-122. INDEPENDENT SECTOR 
provides the "secretariat•• for the A-122 Coalition. We will continue to 
watch closely what action 0MB takes in coming weeks, and will keep you 
informed. 

MEANWHILE, ENJOY THE PHASE ONE VICTORY! 

\ 
I 



.MEMORANDUM TO 

FROM: 

SUBJECT: 

THE WHITE HOUSE 

WASHINGTON 

October 6, 1983 

FAITH RYAN \vHITTLESEY 

MORTON C. BLACKWELL 

MEETING WITH CONSERVATIVES REGARDING 
0MB CIRCULAR A-122 

Revision in list of participants: 

Doug Cannon, 0MB will be attending. 

Dr. Marshall Breger regrets that he will not be a b le t o a t tend. 



THE WHITE HOUSE 

WASHINGTON 

October 5, 1983 

MEMORANDUM TO: FAITH RYA._N WHITTLESEY 

FROM: MORTON C. BLACKWELL 

SUBJECT: MEETING WITH CONSERVATIVES REGARDING 
0MB CIRCULAR A-122 

The following people will be attending the October 6th, 
11:00 a.m. meeting in OEOB room 248: 

Faith Ryan Whittlesey 

Morton C. Blackwell 

1 John Rousselot 

Joe Wright - 0MB 

Mike Horowitz - 0MB 

~or. Marshal l Dreger - Ber~ 

Greg Butler - (Paul Weyrich's designee) 

Gary Curran - American Life Lobby 

.---, Richard Dingman - Moral Majority 

William Olson, Esq. - (Howard Phillips' designee) 

The meeting has been scheduled for one hour, however, 
Mr. Dingman will have to leave at ll:40. 



,,, 

DEFINITION OF A-122 

OMB'S CIRCULAR A-122, ''COST PRINCIPLES FOR NONPROFIT ORGANIZATIONS", IS GOVERNMENT 
GUIDELINE USED TO DETERMINE COSTS CHARGED TO FEDERAL GRANTS AND CONTRACTS: 

Defines "allowable'' costs and states how these costs are to 
be calculated. 

Covers all nonprofits except: 

state and local governments, 

- hospitals, and 

colleges and universities. 

... 



: 1, 

,1, 

REASON FOR CHANGE IN A-122 

NUMEROUS CASES OF FEDERAL FUNDS FOR LOBBYING POLITICAL ACTIVITY HAVE BEEN DOCUMENTED 
BY FEDERAL AGENCIES, .THE COMPTROLLER GENERAL, AND THE GENERAL PUBLIC. 

ALSO, MILITARY CONTRACTORS USED FEDERAL CONTRACT MONEY TO LOBBY MILITARY PERSONNEL 
AND GOVERNMENT OFFICIALS -- DOD, NASA AND GSA THEN ISSUED TOUGH LOBBYING REGULATIONS 
THAT APPLY TO ALL GOVERNMENT CONTRACTS. 

HOWEVER, NO SUCH RULES EXIST FOR NONPROFIT ORGANIZATIONS -- (THE ONLY EXISTING 
· PROVISIONS ARE AN ASSORTMENT OF PROVISIONS THAT ARE WEAK, VAGUE, LIMITED IN SCOPE, AND 

HARD TO ENFORCE OR AUDIT.) 



•-

DESCRIPTION OF PROPOSED REVISION IN A-122 

. ,,, 
,· 

THE PROPOSED A-122 LOBBYING REVISION WILL PROHIBIT FEDERAL GRANTEES AND C0N1'RACTORS 
FROM USING FEDERAL MONEY TO PAY FOR MOST KINDS OF LOBBYING AND POLITICAL ACTIVITIES. 

IT WILL NOT RESTRICT ORGANIZATIONS FROM ENGAGING IN LOBBYING OR POLITICAL ADVOCACY 
WITH THEI"ROWN FUNDS; IT SIMPLY STATES FEDERAL MONEY CANNOT BE USED TO PAY FOR THESE 
ACTIVITIES. 

:'-~ 
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UNA~tOWABLE ACTIVITIES WILL P.RIMARILY CONSIST OWi 

o Federal, state or local electioneering and support of campaign 
organizations, PACs, and the like; · 

o Direct lobbying of Congress and state legislatures; 

o Grassroots lobbying concerning state or fede~al legislation or 
regulations; and 

o Legislative ~liaison activities related to unallowable lobbying 
activities hut not directly related to performance of grant or 
contract. 

o The sponsorship of meetings ana conferences will be entirely 
unallowable if held in "substantial part" to support, promote, or 
engage in lobbying or related activities. 

To ensure compli~nce with and enforceability of this new rule the following 
administrative requirements have been added: 

o Organizations will be required to include, as part of their annual 
indirect cost proposals, a detailed statement identifying 
unallowable lobbying cost, and state how they will be accounted 
for. 

o Organizations, at the request of the agency, must provide 
materials concerning prior federal grants and contracts, including 
final re?orts and audits to support the above statement of 
lobbying cost. 

o A certification is required that the requirements and standards of 
this revision have been complied with. 



·• 
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REVISIONS SO FAR - A ROCKY ROAD ,I, 
,' 
I 

IN JANUARY, . 0MB PUBLISHED A TOUGH PROPOSAL DESIGNED TO EFFECTIVELY DEAL WITH THE 
PROBLEM: 

Over 42,000 comments were received: 25,500 in favor, and 16,500 
opposed. 

Mani of those opposed stated support for the general principle 
but objected strongly to the proposed accounting treatment. 

Hearings were scheduled on Hill -- Brooks actually held a severely 
critical hearing -- riders prohibiting A-122 revisions would probably 
have been included in legislation. 

0MB withdrew proposal at - the end of the 45-day public comment period 
and stated that: 

Consultation with interested groups would occur. 

Changes would be made. 

A-122 revision would be reintroduced at end of July 
for 45 - 60 day comment period. 

.~: 
;_;:· 

~ 



DRAFT 
Office of Management and Budget ) ,--, _f;b 

Circular A-122 

Cost Principles for Nonprofit Organizations 

Circular A-122 is revised as follows: 

1. Insert a new paragraph in Attachment B, as follows: "B21 
Lobbying and Related Activities. 

a. (1) Organizations shall include, as part of their annual 
indirect cost proposal, a statement identifying by 
category costs attributable in whole or in part to 
activities made unallowable by subparagraph b, and 
stating how they are accounted for. 

Conment: The fact that a cost included 
in the proposal discussed in subparagraph 
a(l) (such as an employee's salary, an 
item of equipment, or the cost of a 
facility) may be used in part for 
lobbying or related activities, as 
defined by subparagraph B21 b, does not 
make the remainder unallowable. 

(2) The certification required as a part of the 
Financial Status Report required under Attachment G of 
Circular A-110 shall be deemed to be a certification 
that the requirements and standards of this paragraph, 
and of other paragraphs of Circular A-122 respecting 
"lobbying and related activities," have been complied 
with. 

(3) Organizations shall maintain adequate records to 
demonstrate that the determination of costs as being 
allowable or unallowable pursuant to subparagraph a(l) 
above complies with the requirements of this Circular. 

Comaent: As with other costs under this 
Circular, to the extent that such 
documentation is not provided by the 
organization, the amount that cannot 
reasonably be demonstrated to be 
allowable, up to the entire cost in 
question, shall be disallowed. 
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(4) For the purposes of complying with subparagraph a, 
there will be no requirement for time logs, calendars, 
or similar records documenting the activities of an 
employee whose salary is treated as an indirect cost, 
and the absence of time logs or comparable records for 
indirect cost employees not kept pursuant to the 
discretion of the grantee or contractor will not serve 
as a basis for contesting or disallowing claims, unless: 
(a) the employee engages in lobbying or related 
activities more than 25% of the time or (b) the 
organization has materially misstated allowable or 
unallowable costs within the preceding five year period. 
Agency guidance regarding the extent and nature of 
documentation required ~ursuant to subparagraph a(3) 
shall be reviewed under the criteria of the Paperwork 
Reduction Act, to ensure that requirements are the least 
burdensome necessary to satisfy the objectives of this 
subparagraph. 

Conment: This provision is for the 
purpose of assuring that agencies and 
auditors must rely on the good faith 
estimates of time spent on lobbying by 
such employees, or upon outside evidence. 

(5) Agencies shall establish procedures for resolving in 
advance, in consultation with 0MB, any significant 
questions or disagreements concerning the interpretation 
or application of subparagraphs a orb. Any such advance 
resolution, if in writing, shall be binding in any 
subsequent settlements, audits, or investigations with 
respect to that grant or contract for purposes of 
interpretation of this Circular. 

b. Notwithstanding other provisions of this Circular, costs 
associated with the following activities are unallowable: 

(1) Attempts to influence the outcomes of any Federal, 
State, or local election, referendum, initiative, or 
similar procedure, through in kind or · cash 
contributions, endorsements, publicity, or similar 
activity~ 

Comment: The Internal Revenue Code 
prohibits tax-exempt charitable 
organizations froa •interven[ing] in 
(including the publishing or distributing 
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of statements), any political campaign on 
behalf of any candidate for public 
office.• 26 u.s.c. Section 50l(c) (3). 
In addition, for purposes of defining 
•influencing legislation,• the Internal 
Revenue Code defines •legislation• to 
include •action with respect to Acts, 
bills, resolutions, or similar items ••• 
by the public in a referendum, 
initiative, constitutional amendment, or 
similar procedure.• 26 u.s.c. Section 
4911 (e) (2) • 

In one respect, this subparagraph is 
narrower than the Internal Revenue 
provisions, because it is confined to 
•contributions, endorsements, publicity, 
or similar activity,• in contrast to the 
broader proscription of •participat[ionl 
or interven[tionl, directly or 
indirectly ••• • · 

(2) Establishing, administering, contributing to, or 
paying the expenses of a political party, campaign, 
political action committee, or other organization 
established for the purpose of influencing the outcomes 
of elections; 

COIBllent: The Internal Revenue Service . 
bas . included within the list of 
disqualifying activities under 26 u.s.c. 
Section 501 (c) (3) the following: 
•participa[tion] or interven[tion], 
directly or indirectly, in any political 
campaign on behalf of or in oppostion to 
any candidate for public office.• 26 
C.F.R. Section l.50l(c) (3) - (c) (3) (iii). 

(3) Attempts to influence legislation pending before 
Congress or a State legislature by communicating with 
any member or employee of the Congress or legislature, 
(including efforts to influence state or local officials 
to engage in similar lobbying activity), or with any 
government official or employee in connection with a 
decision to sign or veto enacted legislation; 

COllllent: The Treasury, Postal Service, 
and General Governaent Appropriations Act 
traditionally contains a rider providing: 
•ao part of any appropriation contained 
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in this or any other Act ••• shall be 
used for publicity or propaganda purposes 
designed to support or defeat legislation 
pending before Cpngress.• E.g., P.L. 
96-74, Section 607, 93 Stat:-;?s. The 
Internal Revenue Code defines 
•influencing legislation• as including 
•any attempt to influence any [federal, 
state, or local] legislation through 
communication with any member or employee 
of a legislative body, or with any 
governaent official or employee who •ay 
participate in the formulation of the 
legislation.• 26 u.s.c. Section 4911 
(d) (1) (B). This provision is narrower 
than the Internal Revenue Code provisions 
because it does not apply to influencing 
legislation at the local level. 
Moreover, subparagraph c(5) excludes from 
the coverage of this provision any 
lobbying or related activity at the state 
level directly related to the ability of 
or cost to the organization of perfor11ing 
the grant or contract. 

I 

(4) Preparation, distribution, or use of publicity or 
propaganda designed to influence legislation pending before 
Congress or a State legislature by urging members of the 
general public or any segment thereof to contribute to or 
participate in any mass demonstration, march, rally, or 
fundraising drive, lobbying campaign, or letter-writing or 
telephone campaign, for the purpose of influencing such 
legislation~ or 

Coaaent: The Treasury, Postal Service, 
and General Government Appropriations Act 
traditionally contains a rider providing: 
•No part of any appropriation contained 
in this or any other Act ••• shall be 
used for publicity or propaganda purposes 
designed to support or defeat legislation 
pending before Congress.• E.g., P.L. 
96-74, Section 607, 93 Stat. 575. The 
Internal Revenue Code defines 
•influencing legislation• to include: 
•any attempt to influence any (federal, 
state, or local] legislation through an 
attempt to affect the opinions of the 
general public or any segment thereof.• 
26 u.s.c. Section 4911 (d) (1) (A). This 
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subparagraph is aore narrowly tailored 
than these provisions, because it is 
limited to efforts to obtain concerted 
actions on the part of the public and 
does not, therefore, include mere 
attempts •to affect the opinions of the 
general public or any segment thereof,• 
if such attempts do not lead to concerted 
action. This is consistent with the 
GAO>s interpretation of the •publicity or 
propaganda• appropriations rider. See 
B-202975 (Nov. 3, 1981). 

(5) Legislative liaison activities, including 
attendance at legislative sessions or committee 
hearings, gathering information regarding pending 
legislation, and analyzing the effect of pending 
legislation, except to the extent that such activities 
do not relate to lobbying or related activities as 
defined by paragraph 1.b. hereof. 

co-ent: The costs of all legislative 
liaison activities are made unallowable 
for contractors under the current Defense 
Acquisition Regulations (DAR), Section 
15-205.51, but are allowable for civilian 
contractors under the current Federal 
Procurement Regulations (FPR), Section 
1-15.205-52. 

This subparagraph is narrower than the 
DAR provisions, because it only makes 
legislative liaision costs unallowable if 
they relate to otherwise unallowable 
lobbying activities. 

c. Notwithstanding subparagraph b, costs associated with 
the following activities are not unallowable under this 
paragraph: 

(1) Providing technical advice or assistance to the 
Congress or a State legislature or to a member, 
committee, or other subdivision thereof, in response to 
a specific written request by such member, legislative 
body, or subdivision; 

Comaent: This tracks the exception at 26 
u.s.c. Section 4911 (d) (2) (B). 
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(2) Any communication with an executive branch official 
or employee, other than a communication made expressly 
unallowable by paragraph l.b.(3) hereof. 

Comment: This is identical in substance 
to the exception at 26 u.s.c. Section 
4911 (d) (2)(E). Read in conjunction with 
subparagraph b(3), the effect is to make 
clear that the only contacts with 
executive branch officials aade 
unallowable are those in connection with 
the signing or veto of enrolled bills, or 
attempts to use state and local officials 
as conduits for grantee and contractor 
lobbying of Congress or state 
legislatures. 

(3) Any activity in connection with an employee's 
service as an elected or appointed official or member of 
a governmental advisory panel; 

(4) Any lobbying or related activity at the state level 
for the purpose of influencing legislation directly 
affecting the ability of the organization or cost to the 
organization of performing the grant, contract, or other 
agreement; however, state governments acting as 
subgrantors may, through appropriate state processes, 
waive the current practice under 0MB Circular A-102 
making Circular A-122 applicable to nonprofit 
subgrantees with regard to such lobbying activities at 
the state level as are deemed appropriate. 

C011aent: The Internal Revenue Code 
provisions defining •influencing 
legislation• cover lobbying at the state 
and local level, as do the current 
Defense Acquistion Regulations (DAR), 
Section 15-205.51 and the current Federal 
Procurement Regulations (FPR), Section 
1-15.205-52. This subparagraph is 
narrower than those provisions because 
(1) lobbying at the local level is not 
covered, and (2) lobbying at the state 
1eve1 is not covered if it (a) direct1y 
affects the ability of or cost to the 
grantee or contractor of perforaing the 
grant or contract; or (b) when states 
choose to adopt rules waiving such 
restrictions for their federal grant 
subgrantees. 
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(5) Any activity specifically authorized by statute to 
be undertaken pursuant to the federal grant, contract, 
or other agreement. 

Comment: This Circular does not, nor 
could it, limit the ability of Congress, 
subject to constitutional constraints, to 
appropriate funds for the use by 
contractors or grantees for lobbying or 
related activities. 

2. Renumber subsequent paragraphs of Attachment B 

3. Insert language in subparagraph B.4.b of Attachment A, so 
that it reads as follows: 

b. Promotion, lobbying or related activities (as defined by 
subparagraph B2l(b) of Attachment B), and public relations. 

Comaent: This is a technical language 
change, which amends the former term 
•lobbying• to •lobbying and related 
activities.• The added language is •or 
related activities (as defined by 
subparagraph B2l(b) of Attachment B).• 
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Uom from DDD-PadenJ UWd pwtla 111'9 •t 
farUl bek,,r : ._ ,..,_Noll of IIOl1mtea ~ .-Votuo­
teer aerncea ma:, be turniabed by protesslonaI 
and tecbDleal peraonnel. consu.lt.anta, and 
other akllled and unakilled labor. Volunteer 
..-.tea ma:, be counted u 009\ abartD& or 
mat.ch1J:ig If Ule aen1ce Ill an tntecn,l and 
D--,Y pan of an appl"Oftd program. 

>JOTJCES 

L Volunteer arv1cell must be documented 
and. to the e:inent fMalble, supported bJ the 
ame methodll uaed bJ the rectpleot for lta 
emplo,-. 

b . Tbe baala for determ1nlng the valuation 
far peraooal aervtces. materlal, equlpmeot. 
bulld.lnp and land must be documented . 

ATT&CHKKlff P .~ Jfo . .6-110 

( 1) Beta tor PC>luat«T- aen,fca.-Batea for 
?Olunteen should be cons1stent w1tll tllme 
paid for atmnar work ID t.be redpleot"a 
orp.nlzatlon. In thoae lnstancm ID wblcb tile l. Tblll attacbmeot. prw::r1bea llt&ndarcb few 
required Ilk.Ula an not found ID tile reclpleot lln&Dc:lal management a:,steDm of reclplenta. 
Ol'pn1sat1QP. rats should be conststent wttll Pederal IIPOoaortna apoclm aball &>t lmpoee 
tbcJee paid few a1mllar work ID tile labor _mar- MldlUoD&l llt&Ddal'dll oo rectpleota unl- ape­
ket ID which the redpleot competes for the cUlcallJ provtded for ID th• appllcable • ta-
ltlnd of eentcea lD?OIYed. tutea (e-e~ the .1olDt Pundlnc SlmpWlcation 

(2 ) Vohtt1teer. 8"'p1Dfed ~ ofAa orgcuu- Act. P.L. ~10) ar ot.ber attachments lo tb1a 
c:treular. Rowner, Pt:deral aponsonng ~o­

actfmu.- Wbeo an emplo:,er other than the cterare encouraged lo m&ke sugestlooa aod 
reclplent tum.lab• tile aentcea of an em- wiart rectpleots ID esth&Jlsbloa or lmprovlng 
plo:,ee, th- aemcea ab&l1 be ftlued at tile wb ch 
•"'nlo._._ -•••• ra\e of pay (escluatve of ftnandal management IIJStemll en su u-
--.- •- ·-- sl.5t&Dce Is needed or request.eel. 
trtoce beneftts and overhead costa) provided 2 . BectpleDta' flnanc:lal ~nt •:ra-
tbae ......ic.. an lD tile same llkDl for wblch ~ aball pronde fer : 
the emplo:r- Is normaIIJ paid. ._ Accuraw. current and complete d1aclo-

b . ,..,1Ultloll of dotlatal, ~l.t: per- SID'II at the fl.nandal results or each feder&IJ:, 
~ Jlr~-~ted. ezpendM>le per- sponsored project ar program lD accordance 
aonal preperty lnclodm such It.ems u a- wttb the reporUDc reqwrementa aet; forth 111 
pendable equipment, oCllce supplies. lsbora- Attachment O lo Ula -circular. When a Ped­
t.orJ suppllea at workshop and cla!lllrOOm era1 apooaortng ageoc:, requires reporting on 
suppllm. Value aseessed to eq,endable per- an accrual bula, the recipient aball not be 
aona1 property lncluded 1D tbe 00llt or maicb- requlred to mtabllah an accrual accountlng 
1DC abare should be reasonable and should IIJS\em but sbalJ deftlop such accrual data 
not uceed tlie market value of the property for 11:11 report.a on the basts of an analJl'llll of 
at the time of the donaUon. the doc:umeotatioo on band. 

c. V.,-iiaa of dotlated. ~bk ti. Becorda thal ldeoWJ adequately the 
per.,,..Z ,woperq. lndldil&,a. -"' '4114 or 110un:e and application of tu.oda for federally 
¥K thffeof. sponsored acttvttlell. Them recarda aball con-

(1) Tbe met.bod aaed far charg1Dg 00llt t.alD lnformatloll per1a1.DJDS to Pederal 
ah&rtDg or matcb.1ng fat donated DQDe&- awards. autbarlZatlona,, obllgatiooa. unobll­
pendable per,IOlllll properly. bulldinp and gated batancea. -ta. outla,s. and lncome. 
Jan.d ma:, dlA'er accordJ.ng to tbe purpoee of c. Blfectlve oon~ over and accountabUltJ 
the grant or other . agffellleDt as follows : for all fund&. propert:, and other asaets. Re-

( a) U t.be pwpoee of the grant or other clplenta shall adequately safeguard all such 
agreeme9t 111 to Uldst the recipient lD Uae._ asaeta and &ball assure that tile:, are uaed 
acquisition of equipment, bulld.mgs or land. eolely fat autborlzed purpmea. 
the total value of the donated property ma:, cl. Companaon of actual outlaJII wtth bud-
be cla1med u con abartng or matchlDg. get amounts for each grant or otller agree-

(b) Uthe pUl'p(me of the agreement Is to ment. Wbeoever appropriate or required by 
suppon acttvtUea that require the uae of the Pederal' 11pooaortng ~DCJ, lmanclal ID­
equ1pment, bulldlnp or land. depreciation formatioo should be related to performance 
at uae c:harga for equlpmeoc and bulldlnp and unit cost data. 
ma:, be made. The full value of equlomeot or e . Procedures to rnlolrnlM the time elapsing 
other capital aseta and fair rents.I charges . between the traoater of tands trom tbe U.S. . 
for land ma:, be allowed provided that tbe Trs.sury aod Ule disbursement bJ tile reclp­
Pecler&l agenc:, b&s approved the_ charges. leot, wbeoever funds are -.dvanced bJ tbe 

(2) Tbe value of donated property wtll be Peder.I Govemment. When advances are 
determined 111 accord&nce wttb tbe usual made by a letter-or-credlt method. tile reclp­
accountlng polldea of t.be rectplent wtth the lent shall make dnwdowna .ae clme u poa-
folloWloa quaWlcattona : atble to the time ol.makins dlsbursemeota. 

. f. Procedurw far determJ.n.Lnc tile reuoo-
(a) lAft4 •tld buildi1192.-The value of a~ allowabWtJ &Del allocabWtJ of coata 

donated land and bulldlDp maJ not exceed lD accordance with the provtldona of the ap­
lta fair market value. at tbe u.me or donation Ucable Pederal con prtndplea and the terma 
lo the redplent u establlabed bJ an lnde- :!, uae grant or other agreement.. · 
pendeot appralaer (e-r~ certUled l"Nl prop-
erty appral&er at GSA repreeotattves) and g. Accounting recordll that are supported 
certt1led by a respoosl.ble o111.c:1a1 or the bJ aource documeotation. 
rectptent.. · h. barnloattooa ID tbe form of audit& or 

(b) N~le penonal propert•.- lnteroal audlta. Sucb audltll ab.all be made 
The ntue of donated oooexpendable persooaJ by quaW!.ed lndlvlduala who are sufflclently 
property ah&U _noi exceed u,., ra1r man.et lndepeodeot of~ wbo auth'Yl.Ze tbe e:i:­
value of equlpment and property of the same pencuture of l"ederal rund.a. to produce un­
ace and coodltloo at tbe ttme al donatloo. btaaecr oplnlona, conclusJona at· Judgment.a. 

They shall rneet tbe lndepeodence criteria 
(c) Uw o/ ~ .-Tbe value of donated atone tile unea ot Chapter a. Part 3 of the 

space aball not e:i:ceed the fair rental value u..s, Oeoeral AccoGJltlng omce publication. 
of comparable space u establlabed by an Standards for Audlt al Oovernmeotal Organ­
l.Ddependeot appralsal or companble space szattooa. Programa. AcUvtt.lell and Punctlooa. 
and tadll ties ID a prtvatelJ-owned building The9e eumJ.natlona are lntended 1o ucer­
lD the same localltJ. talD the etrectivenea of the 1lnanclal man- · 

(d) .l.ocmed eqldpme,at.-Tbe value or acemeot a,stema and lnt.ernal proceclul'el51 

loaned equipment abaU not e:i:ceed lts fair that bave been eatabllsbed to meet the terma 
rental value. and conditions ot the agreemeots. It la not 

e. The folloWloa requlrementa perta1n to Intended that each qreemeot awvded lo tbe 
the reclpleot'a supporting recorda for 111- rectpleot be eurnloecl. OenerallJ. e:i:amtna­
klod contrlbutloos fr'Om oon-Pederal th1rd ttom abould be conducted on an organtza­
partleL Uon-wtde bula to teat the n.cai lntesrilJ of 

fl.n&nclal lransactk>na, u well u compl.Jance 
wtth tu ter1DII and coDdltlona ol the ftderal 
sra,nta and other acr,iemena. Suab teei. . 
would Include an approprtata ampUDg ol 
Pederal agreements. ltmmln.aUona wllJ be 
coodw:ted w'ltb reuonable trequeoc:,. OD a 
cootlnulBg bu1a or at acbeduled Intervals, 
usually annually, but not 1- trequentl:, tb&n 
every two :,ears. The trequeDCJ ot th- ex­
aminations shall depend upon the nature. 
an and the compleldtJ oft.be M:tvllt:,. TbeN 
e:i:amlnat.lona do not relieve Peder&l apncles 
ot their audit reapoDll1bWUea. but may air~ 
the frequency and acope ot such audltll. 

L A a,stematlc method to assure tlmelJ and 
appropriate r.olutlon of audit ftn.~ and 
recommendatlooa. 

a. Primary reclplenta ab.all requJre subre­
dpleuta (U delioed ID paragraph a of th• 
basic c:trc:ular) to adopt the sta.ndarda lD 
paragraph 2. above ezcept for the require-· 
ment lD subparagraph~ reprdlng tbe U8d 
of the Jetter-of-cred.lt method and that pan 
of subparagraph 3a; repn:l1Dg reportt.oa 
forms and frequenctm preecn'bed ID Attach-· 
ment O t,Q tbJa ctrcular. 

ATTACIIKDlT O .---ciactJL&a Jfo. A-110 

FDU,!fCLU. ~ 8.SIQ'O'Dll:llmlft'a 

l . Tb1a attachment ~ uniform re­
porting procedures for reclplenta to: sum­
marize e:i:peodltures made and Pederal fundl 
unexpeoded tor each •ward. report the statull 
of Pederal cub advanced, requen advances 
and relmbursemeot wben tbe letter-of-credit 
method la oot Wied: and promulgates stand­
ard forma Incident therelo. 

2. The following defl.nlUooa appJJ for pur­
poses of this attachment : 

a. Aocruecf Uptm4inu-e.s .-Accrued a­
peodltures are the charges lDcorred bJ the 
reclpleot ~urlng • given period requ1r1n& the 
provtaloo of funds for : ( 1) goods and other 
taogtble property received; (2) services per­
formed by employees. cootractoa, sut:re...-rpt­
eots. and other pa:,eea. and (3) other 
amounta becomtng owed under programs for 
wb.lch no current aervlcell or performance la 
reqUlred. 

b . Accnu4 income.-Acc:rued lncome la the 
sum of (1) earnlDp during a given per1od 
trom (I} servtcm performed bJ the recipi­
ent; and (II) goods and other tangible 
property delivered lo purcbaaen; and (2) 
amounts becomtng owed to the recipient fat 
wblch no current services or performance la 
required by the rec:lplent. 
. c. Fedaal /1'1'da 11utAoriud.-P8deral 
funds authorized 111'9 the total amount of 
Pederal funds obll.gated bJ the Ped.era! Gov­
ernment for use by the recipient. TbJa 
amount may Include any authorized .c:arTJ­
over or unobllgated funds trom prior flaca1 
:,eara wben permitted bJ law or agency 
regulation. 

d. lt1-kind contnbuttmu.-lD-JUnd con­
tributlona are deli.Deel ID Attachment g to 
thla cln:ular. 

e . Ob!igaNo,u.-ot>Ugatto.oa 111'9 \he 
amouota of ordens placed. contra.eta and 
graota awarded. aervtces received. and slml­
l&r transactions durtng a given per1od that 
will Tequlre p&yment by tbe recipient durtnc 
tbe same or a future period. 

f . OUtl4ys.-OUUa:,a or e:i:pendlturea repre­
sent cbarges made to the project or program. 
The:, may be reported oo a caab or accrual 
t.sla. For reports prepared on a caab bula, 
outlays are tbe aum of actual caab dlsburse­
meota for dlrect cbargs for goods and serv­
ices. the amouni of 1Dd1rect e:i:penae charged. 
tbe value of lD-klDd cootrtbutlons applied. 
aod tbe amount of caab advances &Del paJ­
meota made lo aubrectplenta. Pur reports pre­
pared on an accrual bula, outla,a are \he 
sum of actual caab dlsbW"Sements for dJ.rect 
cbargea for goods s.o.d servtcm. the amount 
of I.J)dlrect e:i:peoae IDcwTed. the ftlue of In-
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. NOTICES 32017 
qutrementa ~l&tlDg to bid guan.nteea, per- 6. Recipient ~ ganlzatlona abould be au- ln-ltlnd contributions made by reclplenta-or 
forlll&lloe bOnds, &nd p&:,ment bonds unl- thorlzecl by the Peder&! sponsoring agency, aubreclplenta (u referred to 1n Paraer&Ph 6 
Ule construction contr&ct or BUbcontr&ct ex- If they 10 desire, to substitute mlcroftlm of the b&81c circular) , or thlrcl partlt11n at­
ceeda tl00,000. Por tboee coDtracta or 1Ub- .boplell tn ueu of orlgtnal recorda. ~ coet abarln& and matcbJn& require-
contracts nceNSlng ,100,000, the ·'i'ederal .e. The Pe4er&l aponeorlJl& agency ab&ll re- menta of Pederal apomorlJle agencl•. Tbll ~ 
agency may accept the bonding pollcy and qu•t tr&nlfer of cert&ln reoordll to lta cua- att&cbment allO eatabllabt1 criteria for the 
requiremente of the grantee prov)ded the tody from recipient orpnlza.tlona when It ev&luatlon ot ln-ltlnd oontnbutlona made by 
Peder&l agency hu made a dete~tlon determln• tb&t the records pomieaa long- third p&rtlu, and aupplementa the guidance 
that the Government•• lntereat ll adequately term retention value. However, 1n order to eet forth In Jl'eder&l Management Clrcul&r -
protected. If .such a detennln&tlon hu not avoid dupllcate record-keeping, a Federal 78-3 ·wlUh r•pect to cost llbarlng on feder­
been m&de, the mlnlmum requirementa abal1 .aponeorlng agency may make arrangements ally-aponeored reaearch. 
be u followa : With recelplent prganlz&tlona to retain any 2. The following cleAnttlona apply for the 

a . .t bf4_guarcmtee frOm each. btd4er eqvfo- records th&t are .contlnuoualy needed for purpose pf thla att&chment : 
alent to ·ftoe perceRt of the bfd -prfce.- Jolnt uae. _ a. Protect coat,.-ProJect ooata .are all al­
The "bid gu&r&Dtee" ab&ll conatst of a arm 7. The be~ or.the Peder&l sponsoring agen- loW&ble coata (u aet forth 1n the appllcable 
commitment such u a bid bond, certlded c:y and the Comptroller General°of-tbe United Pederal COit principle&) Incurred by a ieclpl­
·check, or other negot~le tnatrument ac- State&, or any of their duly authorllled repre- ent and the v&lue of tbe ln-ltlnd oontribu­
-comp&nylng a bld ·u uaur&nce thatjhe bid'- sent&ttv•, aball have~ to any pertinent tlona .~ by the recipient or t.hlrd p&rtlea 
der 1rtll, upon acceptance of h1a bid. execute boou, document., p&pen, &nd records of -tbe 1n acoo~pUabtng the objecttvea of theilf&llt 
•uch oontr&etu&l -documents u may be re- •rictplent orr&nlzatlon •and >their 1Ubre- or o~r aereement during the project or pro, 
quired within the tune specUled. ' clptents to make audlta, eumlnatlom, ex- cram perlocl. . _ -

b . .t perforrn.-ce ~ cm the 'part of the cerpts and tranacrlpta. · -'b. Coat ffl4Nng cm4 matchtng.-tn pnera1. • 
c:oKtroctor tor 100 ~t of #he ocmtract 8. Unl- ot.benrlN requlred bJ law, no - cost llharlni and matc:hJ.qg npJ111eDt t.bat 
pnce.-A .. performance l>Ond" 11 one executed Pecleral aponeortnc apncy ebaU .place re- ponlon of project or prorram ~not liome 
in connection- with a contract to aecure tut- -c&trlctiom on redptent orpnlaUom that wW b:, the Pederal Government. _ 
1lllment of ;all the contnctor•• obllpt.tona llmlt pubbc acoea V. the ncorda of recipient c . C~h contributtmu.--cam oontrtbutJona -
underauchcontract. ~ orpnlsatlona tbat ue perUnent to a ll'&Dt np~t tbe.rectptent_'.a.cub outl&y,. lnc)ud- -if. 

-c: • .t pcq,meRt bon4 cm the part of Che con- . acr-ement except when tbe -,ency am me the outlay ·9f money contributed ;.to the 
tractor for 100 percent of .t~ ccmtract demomtrate tbat auch noords m.uat be kept recipient b:, non-Pederal tblrcl panlea. -
~ --A "payment bond" la one executed tn contldentlal &nd ,n,uJd ban been excepted --il. la-ktnd oontn?>utwu.-In-ltlnd contrt­
-connectlon witb a contract to ueure _pay- from dllclmure pursuant to tbe Preedom of but tons represent the ·ftlue of noneuh con- • 
ment u requlrecl by law of au pen19n1 sup- ~ormabe1u~ Aei.!•~ ... ~0~2,_!f tbe recorda t;rnolbnu~nsralp!Y.!'!~ed _'!!. tbe,.,_~lplent ,and ..... 
p l ying labor and material 1n the.execution of ,_. 0-- ,... __, ..-- ~naortnc -..- .... e .., .n• - -•· -- when au-
the work providecl for In the co~tract. _.apncy. • tlhonzecn,:, Pllderal leglllatton,-may JllOpert)' 

s . Where tbe Peder&l Government guaran- ~TTACHIDlfT D.~ ~o. A 11 .PUl'Cbue!1 ~ th Pedera1 fund& be conalderecl 
teN . or tnaurea the repayment ot money - ,o ·U the ·reclplent•, tn-ltlnd contrtbuttom: In-
borrowed by the reclplent, the Pederal · nocai~ mcoJU _ ltlnd contr11?ution1 may be In tbe fOIJP of 
.agency, at tta dllcretlon, may require ade- • 'ch&rg• for real property -and non-uJIJl,nd-
quate bonding and tnaurance lf the bonding l . Pederal aponeortng aeenc:t• aball .apply able pereonal property, and tbe Y&lue of 
and lmur&nce requirements of the recipient the •t&Dd&rda set forth ln th1' att&cbment m _goods and se"lces- .SlrectlJ benedtlDg ~ nd 
are not deemed adequate to protect the tn- requtrtng recipient organlz&tlona to account apecldc:&Uy ldentUlable to the ·project or 
te:rest of the Pecleral-Oovernment. for program .tnoome :iated ,t,o project. program. . . 

-.. The Federal 1ponsortiig -cency may re- . =~w~ole or ' p&rt with Pederal . S. Oener&l guldellnea for computing colt 
A)llre adequate tldellty bond coverage wh~ · - •-••~ Income !Jl>re&ents groes ln- lhl!,rtQJ ot matchlJle ~e u followa : . 

_.,. theNiclpfelinllla no coverage and the bond ll come earned by the recipient troni the fed- -. ~· _Qolt-ilbarlng or ~tchlJle may conslat 
needed ,,to protect tbe Government's interest. erally supported acttvttl•. Such· eamlngl n:- of. " 

-15. Where bonda are requtred 1n the lltua- -elude ln'terest earned .on advanCM and may (1) Charges incurred by the -recipient u 
tlom -described above, the bonct, ab&ll be ob- include, but wm not . be lllntted to, Income p roject costs. (Not all c:hargea require CUh 
i&lned from companlea holding certUlcatea of from service fees, 11&le of oommodlttea, usage outlays by the reclplen\ during Uhe ,project 
authority u acceptable auntie& (81 CPa or~::, 1--, '!Del roy&ltt• on patents and period; eu.mplea are deprec:l&tlon and uae 
223) . . C-t.,-t,~~?S . c:hargea ·tor bulldlnp and equipment.} .-

Interest earned on advancea of Pederal _ '(2) Project C08ta lln&nced "'1th cub &,n-
~ ffACKIDlff C.-0JacvL&a Rt!_, A-110 funds shall be remttte;!I to the Pederal agene, • f;rtbuted or don&ted to the reclplent by otber 

except for 11nterest "Urned on •advances to · 'DOn.:ptaderal pulillc: .agenc:l:ea and lnltltutlona 
'UTSIITIOJf A1ID CUlffllDUI, UQVIUJalffS - !~eclteabor lnatrµmen:talltlee of .. State .. pro- _ and• private Organtatlona 'alld lndlvlduall

0 

~ .., .... . Y the Inteqovernmentat Cooperation and · • ' 
, 1. Thla att&cbmept aet.-fortb record reten,. Ad of 19118 (Public Law 11()..::6.77) . . _ -(8) i,oJect COits -npreNnted b7 NrVlcel 

~ton requirements for grants and other agree- 8 . Proceeds lrom tbe sale of --Nlil and .f>er- cid real ·and pereonal property, :or uae ~ere­
ments wlth rec:tpten'ta . . Pii1iriJ IIJIODIIOl1DI aon~ropert:, eltber,p~Yld~ b,Y ·.the Peet- . of, . ;donated -b:, ,olber non•Pedenil public 
11p11Cla ahal1 not tmpme any record reten- ~ -~~en't·or PUJ'C?iued·tnw1101e orln ,apnc:t_ea and '\natltutiona,- and 'private orp-
ston requlrementa upon redplenta other. than P•n , ............. erat.tundlll, ihaU !be handled Jn -nlzatlona and lndlTiduala- . , 

aae deacrtbeCI below. ":rrd.ance with .Attachment N ~ lh1a c:tr- b . All contnbutlona, bot.b 'um ' and tn-
2. Bzcept tor paragraph 1 , .tb.11 a_t1acbment c pertaining to property ~t. - kind, abal1 be accepted u part of the·rec1p1-

&llo apptl• to aubrectplen.ta u 'fiferrecl to "- Vnl- "the agreem~nt :11~4- ·,other- - •nt•a COit llhartnc ,and matching when---.Uch 
In paraerapb...6 ot._the bulc circular. · wile, recipient. llbaU -tu.Ye .ao J>bliptton 'tlO contnbutlom -~t -AU ,Qf ---uie tollowtng 

8 . Plnanc:t&l recorda, 1Upporttng document., the Pederat "'Oo!emment with ~respect .to criteria: 
atatlltlcal records, aad all other reoor4a pertt- royaltlea received as afllult of .COPfrllbte or (t) --Are fl1111able -~ the reclplent•, 
lleJ1t to an aer-nt ahal1 be retalned far a tenta produced under .tbe ,ll'&llt or bther • .nooNSa; . . . 
_period of three , witb the folloWU!C ~ent c-P~h It, Att,chrnent,N). -. j 2) Are not Included u contrlbuttona for . - • 
qualldcatlona: : other program ,Income ~ed durtnc '&DY other federally.....i.tect program; . _ • .__ 

a. U &ny Utlgatlon, claim or audit Is started tile project period ahall be.,ret&lned lbi -~e ..(8) Are neceas&r:, and nuonable for _ ,. .,_, 
before the e:s:ptr&tloa ot the a-year pertoct the recipient &nd, In accordance With ~e p-ant er and -efflclent -mp1tah1n•nt of p!i:t . 
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ISSUE 

1. Direct legislative 
lobbying 

2. Grass roots lobbying 

COMPARISON OF A-1_22 WORKING DRAF'l', 
JANUARY FEDERAL REGISTER PROPOSAL, AND DEFENSE ~CQUISITION REGULATIONS (DAR) 

DISALLOWED LOBBYING ACTIVITIES 

A-122 
WORKING DRAFT 

Restricts only federal and 
state (not local) lobbying. 

Disallows "communicating" 
with legislature members or 
employees to influence 
pending leg1slat1on, (including 
efforts to ut1l1ze state and 
local officials as conduits for 
the same). 

Source: Less restrictive 
than Internal Revenue Code 
definition of "influencing 
legislation." 

Restricts only federal and 
state (not local) lobbying. 

Covers attempts to 
influence pending leqis­
lation only. Explicitly 
describes prohibited 
activities. 

Source: Less restrictive than 
Internal Revenue Code 
definition of "influencing 
legislation." 

JANUARY FEDERAL 
REGIS'l'ER PROPOSAL 

Restricts lobbying 
at all levels. 

Disallows communication 
with legislature memhers or 
employees to influence 
"governmental decisions." 

Restricts lobbying at all 
levels. 

Disallows anv attemots to 
influence "governmental 
decisions. 

DAR 

Restricts lobbying 
at all levels. 

Disallows "anv activity 
or communication" with 
legislature members or 
employees to directlv or 
indirectly influence any 
legislative action. 

Restricts lobbying at all 
levels --

Broadly defines prohibited 
activities as "to enqage in 
any campaign to encourage 
others to influence" any 
legislative action. 
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ISSUE 

3. Executive branch 
contacts 

4. Legislative liaison 

5. Litigation 

6. Political 
activities 

A-122 
WORKING DRAFT 

Contacts with government 
officials allowable, except 
to influence signing/veto of 
state or federal legislation, 
or efforts to get state and 
local officials to act as 
conduits for unallowable 
lobbying. 

Source: Less restrictive than 
Internal Revenue Code. 

Disallows when related to 
unallowable lobbying activities. 

Restriction in Januar y proposal 
deleted. 

Disallows oarticipation in or 
contributions to (1) elections, 
referenda, initiatives, and 
similar procedures, and (?.) 
political parties, campaigns, 
and PACs. (Derived from 
disqualifying political 
activities under Internal 
Revenue Code). 

,TANUARY FEDERAL 
REGISTER PROPOSAL 

Disallowed attempts to 
influence "introduction, 
passage, amendment, defeat, 
signinq or veto of legis­
lation." ~lso "licensing, 
grant, rulemakinq, formal or 
informal adjudications, rate­
makings, guidelines, policy 
statements." 

Not expressly addressed; most 
such activities covered under 
broad terms of definitions of 
disallowed activities. 

Disallowed litigation on behalf 
of others, unless specified in 
qrant or contract. 

Same as current draft. 

DAR 

Not covered. 

Disallowed, but not defined. 
No exceptions. 

Not covered. 

Not cove r ed. 



EXCEP~IONS ~O DISALLOWED LOBBYING AC~IVI~IES 

A-122 WORKING DRAFT 

1. Providing technical advice or 
assistance to legislative body in 
response to specific written request. 

2. Activities specifically 
authorized by law to be undertaken 
pursuant to grant or contract. 

3. Employee activity related to 
service as elected or appointed 
official, or on governmental advisory 
board. 

4. Lobbying at state level to influence 
legislation directly affecting organi­
zation>s ability or cost to perform grant 
or contract. 

5. Lobbying at state level by states> 
subgrantees, if the restrictions are 
waived through appropriate state 
process. 

Not made allowable. 

JANUARY FEDERAL REGIS~ER PROPOSAL 

Same in effect as current draft. 

Similar. 

Not made allowable. 

Not made allowable. 

Not made allowahle. 

~- Distributing nonpartisan 
analysis, study, research. 

DAR 

Not made allowable. 

Not made allowable. 

Not made allowable. 

Not made allowable. 

Not made allowable. 

Not made allowable. 



ISSUE 

1. General cost 
treat11tent 

UNALLOWABLE COST TREATMENT 

A-122 
WORKING DRAFT 

For all cost categories, 
only the portion used for 
lobbying is unallowable. 

,T1\NUARY FEDERAL 
REGISTER PROPOSAL 

The entire cost of most items 
(e.g., salaries, office space, 
equlpment) was unallowable if 
any portion was used for 
lobbying. 

DAR 

Broadly states that the 
costs of lobbying are 
unallowable. 
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ISSUE 

1. Accounting format; 
disclosure 

2. Certification 

3. Documentation 
requirement 

4. Documentation 
waiver 

5. Agency responsi­
bilities for guidelines 

ADMINISTRATIVE REQUIREMENTS 

A-122 
WORKING DRAFT 

The organization's annual 
indirect cost rate proposal 
must include a statement 
identifying and accounting for 
unallowable lobbying costs. 

A single certification is 
required of completeness and 
accuracy of lobbying informa­
tion in cost statements, anrl 
compliance with this revision. 

Documentation is required 
for allowable costs, with 
penalty of cost recovery for 
items not properly documented. 
(Standard A-122 µrocedure). 

Organizations cannot be 
required to maintain time loqs 
for indirect cost employees who, 
according to good faith certifi­
cation, spend less than 2S% of 
time lobbying. 

Agencies must establish procedures 

J~NUARY FEDERAL 
REGISTER PROPOSAL 

~he Januarv proposal did not 
include anv administrative 
guidelines or requirements. 

to resolve interpretative questions 
in advance, in consultation with OMR. 

DAR 

Existing DAR accounting 
treatment utilized; general 
cost breakdowns required, 
sub~ect t ~ extensive audit 
review. 

None. 

Same requirement. However, 
in reality, DAR audits are much 
more frequent and comprehensive. 

None. 

Not specifically addressed. 
Covered by existing DAR 
guidelines. 



MEMORANDUM 

To: 

From: 

EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, D.C. 20503 

Mort Blackwell /} 

Mike HorowitzH, 

November 17, 1983 

Per our conversation, I am attaching the letter received from 
Jack Brooks, as well as his press release and draft "Dear 
Colleague" letter. Over 100 Members of Congress have signed it, 
thus making clear that some of the non-profit groups are actively 
seeking to sabatoge the entire proposal. A 60 day delay, which 
we will seek to oppose, will bring the final regulation up for 
decision during the 1984 campaign and thus make its issuance far 
more difficult. ca,-.cl 
If you have a moment /would like to talk about it, do give a 
call. I\. 

.. 
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URGENT 
M~--~ PERSONAL ATTEN.-TfON·· - . 

-PLEAs·e. 
JA0I III00ltl. TIX. OUIINAM 

DAIIT'IL,ASC:W.l'U. 

FUHlt MOIITOII, M.Y. 
JO~ IC. EJIUNIOIIII. U. 
W11.U,U,1 P. CUNGUI. ~ P 
DNIIU~IND. - ~ PU. IWOTT M. UVTTA&. 4" 

MINIII' 4 W.UU,WC. CM.JI. 
lffl'MPILNIM.ILC:. 
TON UHTOI. CMII. 

Dear . Co 11 ea gue : 

NINElY.£JGHTH CONGRESS 

~Otlgrt55 of .tilt it)Jital ~~tts 
iioust of Rtprutnt~ts 

LEGISLATION AND NATIONAL SECURITY SUBCOMMITTE: 
OITHI 

COMMITTEE ON GOVERNMENT OPERATIONS 
MYBUIIN HOUSE Ol'l'ICI 1UtlDINC1, llOOM W'n 

WASHINGTON. D.C. 206115 
November 14, 1983 

-2.2Ml47 

I am writing to you to bring you up to date with the latest developments regard­
ing OMB's effort to revise Circular A-122, which concerns cost principles for nonprofi1 
organizations receiving Federa_l funds. On November 3, 1983, 0MB issued a new p_roposal 
to change Circular A-122. Parallel regulations were also issued by GSA and NASA 
regarding cost principles for non-defense contractors, while more restrictive regula-

. tions were issued by the Department of Defense for defense contractors. -

As you may recall, last January, 0MB issued a proposal to change Circular A-122 
and the companion regulations of GSA, NASA, and DOD. It proposed that a host of group~ 
and individuals across this country give up their First Pmendment rights to participate 
in• the governmental decisionmaking process if they wanted to receive Federal grants 
and contracts. The outcry against this effort was immediate. · Within .a few days of 

· the hearing held by the Subcommittee on Legislati9n and National Security, where the 
proposal was first examined in detail, 169 members of Congress joined me and Congress­
·man Horton in calling for its fmmediate withdrawal. Two days after our letter was 
deli~ered to CNS, the prop_osal was withdrawn. 

This past week, o·n November 10~ the ·subcommittee on Legislation and National . 
Security held a second hear.ing to examine OMB's latest proposal to revise Circular 
A.:.122 ·and · associated regulations. Testimony was taken from 0MB, GAO, and a dozen 
witnesses representing a wide spectrum -of organizations and individuals. It quickly 
became clear that no one, including 0MB, really knows what ·these latest regulations 
mean. GAO and the public witnesses agreed that work. st i 11 needed to be done on the 
proposal • . Attached is -a press release which contains excerpts from the testimony 
and gives you a flavor of the . comments made by t~e various witnesses. 

While it appears that many of the_ most objectionable flaws with · the first pro­
posal have been corrected, the latest proposal is s~ill ·in need of revisipn. 0MB 
has allotted only 45 days to receive comments on how to correct the· problems with 
this latest proposal. A "third of these days _have already _passed and the rest are 
dominated by major national . holidays • . In my opini_on, 45 days is not enough ti"me to 
receive the input neces5ary to make this .latest p-roposal -fat r, r-easona-trle, and worlc­
able • . Therefore, Frank Horton, the C.onmittee's ranking minority member, and I are 
writing a letter t~ David Stockman; Director of- OMB, .urging that the comment period 
on this proposal be extended by a mf nimum of 60 days so · that comments can be submitted 
until the middle of February. A copy of the text of this letter is attached, and I 
ask that you join us in support of thf s matter. · 

. . 

If you would like .to add your signature .to this .letter, please contact the 
corrmittee office at extension 55051- by' 5:00 p.m. on Fri day~ November 18. 

) 
/ 
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~ongrtss of tht itnittd ~tarts . 
!-imlst of Rtprumtatibts 

LEGISLATION AND NATIONAL SECURITY SUBCOMMITTEE 
OF THE 

COMMllT'EE ON GOVERNMENT OPERATIONS 
RAYBURN HOUSE OFRCE IUILDING. ROOM 1-373 

WASHINGTON, D.C. 205115 

November 14, 1983 

The Honorable David A. Stockman 
Di recto.r 
Office of Manag.ement and Budget 

::::;:~~ 20503 , 

-IC M0'"1)N, N. , . 
./OHN II. UIU"80~11. II.I. 
Wl:..LJAM F. C\JNGU .Ill.,,._ 
~IUUIITOII. IHQ. 

UMtcl 

Last Thursday, November 10, the Subcommittee on Legislation and National 
Security of the Committee on ·Government Operations held a hearing. on OMB's 
latest proposed revision to Circular A-122. Testimony~was heard from a dozen 
business and nonprofit groups, all of whom would, or whose members would, 
be subject to the new provisions of Circular A-122 or those of the companion 
regulations of GSA, NASA, and DOD. All of them expressed considerable concern 
and confusion over what certain provisions of the proposal mean. 

It appears that this proposal seeks to replace the . time-tested definitioi · 
of "lobbying" contained in· the I.R.S. Code with a new, more expansive one 
and to interfere with the flow of information to Congress and other legislative 
bodies. Moreover, it seeks to do this in language so convolut-ed and confusing 
that not even the persons at 0MB most closely related to the writing of this 
proposal, much less the charities and small businissmen who will have to abide 
by it, can determine what its various provisions real1y say. 

It is clear that OMB's latest attempt to restrict the a~ility of .,Federal . 
grantees and contractors to communciate with elected officials still needs a 
great deal of work before it can be considered fair and reasonable. If OMS 
hopes ·to accomplish this, it w·i 11 need the benefi,t of the comments of those 
groups and individuals around the country that have the greatest expertise in 
these matters. · 

. Only 45 days have been allotted to receive comments on this proposal, 
.· days -whi"ch are dominated by major national holidays. In our opinion, 45 days 

·is not nearly enough time in which to :receive the input necessary to make this 
proposal workable. We are, therefore, requesting that the comment period be 
·extended by a minimum of 60 days, so that commef:ltS can be submitted to 0MB 
until th~ -middle ··of February. 

Sincerely, 

:FRANK .HORTON 
Ranking Minority Member 

( 

. . . .-... ' ... 
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NE\J\/S RELEASE For· Immediate Re 1 ease­
Thursday, November . 10, 1983 · 

BROOKS PANEL TELLS 0MB ITS LATEST REVISION OF CIRCULAR A-122 NEEDS MORE WORK 
Asks for Additional 60 Day Comment Period· for 0MB to -Redraw Pl.an 

Congressman J~ck Brooks (D~Tex.), Chairman of the Subtommittee on Legislation and 

National Security, called upon 0MB .today to extend the c·omrnent period by a minimum of 

60.cfays on its latest proposal to-restri~t the ability of Federal grantees and contractori 

to conmunicate with elected officials. Today's hearing marked the second time in eight 

months that Chainnan Brooks' subcommittee has confronted 0MB concerning its attempts 

to promulgate cost principles for Federal grantees and contractors regarding lobbying. 

The Subccmmittee heard testimony from Joe Wright, Deputy Director of 0MB, who 

defendeo the latest proposal, Milton Socolar of GAO, who noted that GAO sup~orted the 

bas_ic initiative but admitted · that. work still needed to be done on .the proposal, and a 

dozen other witnesses from bu$i ness and nonprofit organi zati o-ns who expressed consi derabl E 

confusion over the meaning of certain provisions of the propos~l. 

•rt ts ~ppar~nt from the testimony that no one knows what this latest proposal 

· really means,• Brooks said. •This includes 0MB. We can't expect the charities 

and ·small businessmen of · t ·he world to be able to understand it any better than we do, 

so it is clear that CJ18 1 s latest proposal still needs a great deal of work.• 
. . 

Brian O'Connell, President of Independent Sector, -the umbrella .grQup for hundreds 
. . . 

J. of the nation's charities, said, •The new recommend~tions still present serious 
~ 
1 infringements on the advo-cacy .rights and responsibi1tties·· of voiuntary organizations. 11 

· Jed Babbin· of th~ Shjpbuilders Council of ·America said, "0MB still does not properly 

define lobbying and related activities.· *. ** The definition of legislative liaisQn 

activities is too restrictive and -the restriction -on appearances be.fore congressional 

committees is unclear.• 

William Hutton of the National Council of Senior Citf~ens noted that this proposal 

is "unnecessary and will cause hannful disruptions within nonprofit organizations, 

J within Federally funded proje~ts arid within Congress itself." 
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. Rickey Diamo~d ·of the Central Vennont Community Action Council .·said that the new 
regulations "will threaten the free flow of. in·fonnation- back and forth between governme1 
and nonprofits." She continued by: noting, '.'I _. am most concer·ned about the .. doubt and the 
question which these regu 1 ati ons wi 11 bring to the minds of a 11 those· who are presently 
involved in policy making in Vennont." 

Virginia ~ittlejohn of the Professional Services Council stressad that "Member 
companies of the Professional Services Council of necessity must engage in communicatior 
with the government in order to understand policy, comply with procedures, and react to 
law and regulation.• 

Mildred Shanley of the National Conference of Catholi-c Charities noted __ there is "nc 
demonstrated need f.or this type of regulation, 11 ;iti ng "the chi 11 i ng effect of these 
regulations in a democracy." 

Robert Boisture, a specialist in tax _law at the Washington, D. C., law firm of Capl 
and Drysdale, noted, "Congress has clearly defined in the tax laws those activities of 
~haritable organizations which are to be treated as lobbying.*** CMS has completely 
failed to justify imposing a more . restrictive definition of 1 o.bbyi ng .. on nonprofit . 
organizations ·receiving Federal grants or contracts." 

Betty Wilson, Presiqent of the Center for Nonprofit Corporations, remarked, ult 
is unreasonable to ask these organizations to perfonn necessary services and to carry 
out public policy but accept as a condition, loss of their rights to communicate in-· the 
usual way of citizens and their voluntary organizations. Such a dictate is contrary 
to the tradition of democratic government." · 

Congressman Frank Horton, ranking Republican on the Subcommittee, said; - "We seem 
to ·be looking at a document which solves an unknown problem, discQurages people from 
speaking with their elected representatives, treats them differently depending on which 
agency is funding their projects, and is unenforceable.• 

Brooks noted, "Any effort to restrict communications between the citizens and their 
government must be drawn very narrowly and with extreme care. Lam wi 11 ing to see if 
0MB can make these rules workabJe and fair. If they can't, I will again lead the 

· ·effort to get th~ withdrawn." 

Other members of the Subcommittee in addition to Brooks and Horton are Congressmen 
Dante B. fascell, (D-Fla.), Don Fuqua (D-Fla.), Elliott H. "Levitas (D-Ga.), Henry A. 
Waxman (D-sCalif.), Stephen L. Neal (D-N.C.}, Tom Lantos (O-Calif.), John N. Erlenborn 
(R-Ill.), William F. Clinger, ~r. (R-Pa.), and Dan .Burton (R-Ind.). 
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