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GRANT AGREEMENT
GLO CONTRACT NoO. 12-406-000-6453

COMMUNITY DEVELOPMENT BLOCK GRANT — ROUND 2.1 FUNDING
DISASTER RECOVERY PROGRAM

This Community Development Block Grant Disaster Recovery (“CDBG-DR”) grant agreement
(the “Contract”) is entered into by and between the GENERAL LAND OFFICE (“the GLO”), a
Texas state agency, and the COUNTY OF HIDALGO (“Grantee™), hereinafter referred to
collectively as “the Parties,” to provide financial assistance with funds appropriated by the
Consolidated Security, Disaster Assistance, and Continuing Appropriation Act (Public Law 110-
329) enacted on September 30, 2008, to facilitate disaster recovery, restoration, economic
revitalization, and to affirmatively further fair housing, in accordance with Executive Order
12892, in areas affected by Hurricanes Dolly and Ike, which are Presidentially-declared major
disaster areas under Title IV of the Robert T. Stafford Disaster Relief and Emergency Assistance
Act (42 U.S.C. 5121 et seq.).

ARTICLE 1 - GENERAL PROVISIONS

1.01 SCOPE OF PROJECT AND GRANT AWARD
(a) Scope of Project

The purpose of this Contract is to set forth the terms and conditions of a Grant from
the GLO to Grantee under the CDBG Disaster Recovery program (“CDBG-DR”). In
strict conformance with the terms and conditions of this Contract, Grantee shall
construct, or cause to be constructed, improvements to flood and drainage facilities
and components, including any acquisitions, engineering and planning required, in
the County of Hidalgo, Texas (the “Project™). The Project shall be conducted in strict
accordance with the terms of this Contract, including all Contract Documents in
SECTION 1.02, below.

(b) Grant Award

Grantee submitted a Grant Application for grant under the Program, and the GLO is
entering into this Contract based on Grantee’s Application.

Subject to the terms and conditions of this Contract and Grantee’s Application, the
GLO agrees to make a grant to Grantee in an amount not to exceed TWENTY
MILLION NINE HUNDRED FORTY-TWO THOUSAND THREE HUNDRED SIX DOLLARS
($20,942,306.00), payable as reimbursement of allowable expenses incurred by
Grantee, to be used in strict conformance with the terms of this Contract, and the
Project Budget in Attachment B.

The GLO is not liable to Grantee for any costs incurred by Grantee before the
effective date of this Contract or afler the expiration or termination of this Contract.

GLO Contract No. 12-406-000-6453
Page I of 22
V13 _32312




However, the GLO in its sole discretion, may reimburse Grantee for allowable
program costs incurred prior to the effective date of this Contract.

102 CONTRACT DOCUMENTS

The GLO and Grantee hereby agree that this document and the foliowing Attachments,
attached hereto and incorporated herein in their entirety for alf purposes, shall govern this
Contract:

ATTACHMENT A: Performance Statement and Implementation Schedule

ATTACHMENT B: Project Budget

ATTACHMENT C; Nonexclusive list of Applicable Laws, Rules, and Regulations

ATTACEMENTD:  General Affirmations

ATTACHMENTE: Federal Assurances — Non-Construction Programs SF-424B (Rev.
7-97)

ATTACHMENT F: Certifications Regarding Lobbying Lower Tier Covered
Transactions (Form CD-512, Rev. 12-04)

ATTACHMENT G: Special Conditions

103 GUIDANCE DOCUMENTS

Grantee shall be deemed to have read and understood and agrees to abide by all guidance
documents applicable to the CDBG-DR program including but not limited to:

the CDBG-DR Project Implementation Manual found at:
hitp://www.glo.texas.gov/GLOQ/disaster-recovery/nonhousin: forms-

the State of Texas Action Plan for Disaster Recovery found at;

ht_tp://www.glo.texas.gov/GLOldisggter-recoveg/action-plans.html;

and the Conciliation Agreement between: the Texas Low Income Housing Information
Service and Texas Appleseed, and the State of Texas, by and through the Texas
Department of Rural Affairs and the Texas Department of Housing and Community
Affairs, as approved by HUD in its letter dated May 25, 2010, to the Office of the
Attorney General of Texas.

1.04 DEFINITIONS

“Act” means Title I of the Housing and Community Development Act of 1974, as
amended (42 U.S.C. Sec. 5301 ef seq.); and Public Law 110-329.

“Administrative and Audit Regulations” means the regulations included in Title 24, CFR,

Part 85.

“Application” or “Grant Application” means the information provided by Grantee, which

is the basis for the award of funding under this Contract.

“Budget” means the budget for the Project funded by the Contract, a copy of which is
included in Attachment B.
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“CDBG-DR” means the U.S. Department of Housing and Urban Development’s
Community Development Block Grant Disaster Recovery program.

“Construction Documents” means the engineering specifications, construction plans,
and/or architectural plans for the conmstruction of improvements approved by the GLO
under the Contract, if any.

“Contract Documents” means the documents listed in SECTION 1.02.

“C.F.R.” means the United States Code of Federal Regulations.

“Deliverable(s)” means the work product(s) required to be submitted to the GLO as set
forth in the Project Implementation Manual, including all reports and other project
documentation.

“Equipment” means tangible personal property have a useful life of more than one (1)
year and an acquisition cost of Five Thousand Dollars ($5,000.00) or more per unit.

“Event of Defauit” means the occurrence of any of the events set forth in SECTION 3.03
herein.

“Federal Assurances” means Standard Form 424B (Rev. 7-97), as prescribed by OMB
Circular A-102 (non-construction programs) in Attachment E.

“Federal Certifications” means U.S. Department of Commerce Form CD-512 (Rev 12-
04), “Certifications Regarding Lobbying - Lower Tier Covered Transactions,” and
Standard Form LLL (Rev. 7-97), Disclosure of Lobbying Activities, in Attachment F.

“GAAP” means “generally accepted accounting principles” as applicable,
“GASB” means accounting principals as defined by the Governmental Accounting
Standards Board, as applicable,

“General Affirmations” means the affirmations in Attachment D, to which Grantee
certifies by the signing of this Contract.
“Grant Administration Form” means one of several forms required to be submitted during

the tenn of this Contract, which forms may be revised from time to time. The most
current version of these forms should be downloaded, as needed, at

hgp://m,gjo.texas.gov/GLQ[disaster—recovea.

“HUB” means Historically Underutilized Business as defined by Chapter 2161 of the
Texas Government Code.

“HUD” means the United States Department of Housing and Urban Development.

“Implementation Schedule” means the schedule by which various project milestones
must be met by Grantee, and is attached hereto as part of Attachment A,

“Letter of Acceptance” means a document to be executed by Grantee, Engineer, and
Grantee’s construction contractor, for each construction project, indicating: (i)
acceptance, (ii) substantial completion as built, and (iii) commencement of the warranty
period, as discussed in SECTION 4.01 hereof.

“Performance Statement” means the statement of work contained in Attachment A,

“PMC” means the GLO’s Project Management Company, HNTB Corporation.
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“Program” means the Community Development Block Grant Disaster Recovery program.

“Project” means the work to be performed under this Contract, as described in SECTION
1.01(a) above, SCOPE OF PROJECT, and as detailed in Attachment A.

“Project Completion Report” means a report containing an “as built” accounting of all
projects completed under a CDBG-DR grant, and containing all information required to
completely close out a grant file.

“Project Implementation Manual” means a set of guidelines by which a CDBG-DR grant
program must be operated.

“Public Information Act” means Chapter 552 of the Texas Government Code.

“Quarterly Reports” means a document detailing the status of the Project under the
Contract, to be submitted to the GLO as a condition of reimbursement, as discussed in
SECTION 4.01(a).

“Regulations” means 24 C.F.R. Part 570.
“U.8.C.” means the United States Code.
1.05 INTERPRETIVE PROVISIONS

(8)  The meanings of defined terms are equally applicable to the singular and plural
forms of the defined terms;

(b)  The words “hereof,” “herein,” “hereunder,” and similar words refer to this
Contract as a whole and not to any particular provision, section, attachment, work
order, or schedule of this Contract, unless otherwise specified;

()  The term “including” is not limiting, and means “including without limitation”
and, uniess otherwise expressly provided in this Contract,

(d)  references to contracts (including this Contract) and other contractual instruments
shall be deemed to include all subsequent amendments and other modifications
thereto, but only to the extent that such amendments and other modifications are
not prohibited by the terms of this Contract, and

(e) references to any statute or regulation are to be construed as including all
statutory and regulatory provisions consolidating, amending, replacing,
supplementing, or interpreting the statute or regulation;

(d)  The captions and headings of this Contract are for convenience of reference only
and shall not affect the interpretation of this Contract;

(e) Al attachments within this Contract, including those incorporated by reference,
and any amendments, are considered part of the terms of this Contract;

® This Contract may use several different limitations, regulations, or policies to
regulate the same or similar matters. All such limitations, regulations, and
policies are cumulative and each shall be performed in accordance with its terms;

(®  Unless otherwise expressly provided, reference to any action of the GLO or by the
GLO by way of consent, approval, or waiver shall be deemed modified by the
phrase “in the sole discretion of the GLO.”
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Notwithstanding the preceding sentence, any approval, consent, or waiver
required by, or requested of, the GLO shall not be unreasonably withheld or
delayed,;

All due dates and/or deadlines referenced in this Contract that oceur on a weekend
or holiday shall be considered as if occurring on the next business day;

All time periods in this Contract shall commence on the day after the date on
which the applicable event occurred, report is submitted, or request is received;
and

Time is of the essence in this Contract.
REMAINDER OF PAGE INTENTIONALLY LEFT BLANK
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2.01

2.02

2.03

2.04

ARTICLE 2~ REIMBURSEMENT, ADVANCE PAYMENT,
BUDGET VARIANCE, AND INCOME.

REIMBURSEMENT REQUESTS

Grantee may request reimbursement from the GLO no more often than monthly. Each
invoice shall be supported by actual receipts, cancelled checks, and/or such other
documentation that, in the Judgment of the GLO, allows for full substantiation of the
costs incurred. Requests for payment must be submitted in Word or WordPerfect format
via email to the GLO monthly, on or before the 10th day of each calendar month,

REQUESTS FOR REIMBURSEMENT UNDER THIS CONTRACT MUST BE RECEIVED BY THE
GLO NOT LATER THAN SIXTY (60) DAYS FROM THE DATE GRANTEE INCURS THE
EXPENSE. NOTWITHSTANDING THE PRECEDING, REQUESTS FOR REIMBURSEMENT FOR
EXPENSES INCURRED BY ANY SUBCONTRACTOR MUST BE RECEIVED BY THE GLO Nort
LATER THAN THIRTY (30) DAYS FROM THE DATE THE GRANTEE RECEIVES THAT INVOICE
FROM A SUBCONTRACTOR. FAILURE BY GRANTEE TO COMPLY IN A TIMELY MANNER
WITH THESE TWO REQUIREMENTS MAY, AT THE GLO'S SOLE DISCRETION, RESULT IN
DENIAL OF THE REQUEST FOR REIMBURSEMENT.

ADVANCE PAYMENTS

If necessary and if allowed by law, Grantee's requests for an advance of funds shall be
limited to the minimum amount needed for effective accomplishment of the Project under
this Contract, and shall be timed as closely as possible to actual cash requirements.
Grantee shall establish procedures to minimize the time elapsing between the transfer of
funds from the GLO to Grantee, and shall ensure that such funds are disbursed as soon as
administratively possible.

BUDGET VARIANCE

Grantee may request permission to reallocate funding among budget categories by
submitting a written request and detailed justification to the GLO. The GLO may allow
flexibility among Budget categories to the extent that the total revisions do not exceed ten
percent (10%) of the total budget. Such reallocations may not jncrease the amount of the
ant or total Budget, and shall be effective only afier written a roval by the GLO. Any
request for a variance that (a) exceeds ten percent (10%) of the total budget; (b) changes
the total budget amount: (c) changes the Project scope; or (d) changes the Project
outcome may be allowed only by formal, written Contract amendment. In addition,
aggregate requests for variances which, over time, exceed twenty-five percent (25%) of
the total budgeted amount, may be allowed only by formal, written Contract amendment.

REMAINDER OF PAGE INTENTIONALLY LEFT BLANK
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A FINAL, ACTUAL BUDGET SHALL BE SUBMITTED BY GRANTEE NO LATER THAN SIXTY (60)
DAYS FOLLOWING THE EXPIRATION OR TERMINATION OF THIS CONTRACT.

IN ADDITION, GRANTEE SHALL SUBMIT A CERTIFICATE OF EXPENDITURES TO THE GLO
NO LATER THAN SIXTY (60) PAYS AFTER THE CONTRACT TERMINATION DATE OR AT THE
CONCLUSION OF ALL CONTRACT ACTIVITIES AS DETERMINED BY THE GLO. THE
CERTIFICATE OF EXPENDITURES SHALL BE IN A FORMAT PRESCRIBED BY THE GL.O AND
SHALL BE ACCOMPANIED BY A FINAL PROJECT COMPLETION REPORT OF ALL ACTIVITIES
PERFORMED UNDER THIS CONTRACT.

2.05 INCOME

Grantee shall maintain records of the receipt and accrual of all Program income in the
same manner as required for all other funds under this Contract, and Grantee shail
provide reports of Program income to the GLO with each form submitted by Grantee in
accordance with ARTICLE 4 of this Contract. All Program income must be returned to the
GLO on at least a quarterly basis and must be reported to the GLO, as requested.

2.06 GRANT OFFER SUBJECT TO CANCELLATION

IF GRANTEE DOES NOT RETURN THE ORIGINAL SIGNED CONTRACT TO THE GLO
WITHIN THIRTY (30) DAYS OF TRANSMITTAL OF THE CONTRACT TO GRANTEE, GRANT
FUNDING FOR THE PROJECT MAY BE SUBJECT TO CANCELLATION.
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3.01

3.02

3.03

ARTICLE 3 - CONTRACT PERIOD, TERMINATION, AND DEFAULT
DURATION OF CONTRACT AND EXTENSION OF TERM

This Contract shall become effective on the date signed by the last party, and shall
terminate on December 31, 2015 (“Contract Period”). Notwithstanding the precedin
sentence, Grantee must adhere to all Project milestones in Attachment A; failure to

meet any milestore may result in termination under SECTION 3.02, below.

Upon receipt of a written request and acceptable justification from Grantee, the GLO may
amend this Contract to extend the Contract Period. ANY REQUEST FOR EXTENSION MUST
BE RECEIVED BY THE GLO AT LEAST NINETY (90) DAYS BEFORE THE ORIGINAL
TERMINATION DATE OF THIS CONTRACT AND, IF APPROVED, SUCH EXTENSION SHALL BE
BY WRITTEN AMENDMENT.,

EARLY TERMINATION

The GLO may terminate this Contract by giving written notice specifying a termination
date at least thirty (30) days subsequent to the date of the notice, Upon receipt of such
notice, Grantee shall cease work, undertake to terminate any relevant subcontracts, and
incur no further expense related to this Contract. Such early termination shall be subject
to the equitable settlement of the respective interests of the parties, accrued up to the date
of termination.

EVENTS OF DEFAULT

Each of the following events shall constitute an Event of Default under this Contract: (i)
Grantee's failure to comply with any term, covenant, or provision contained in this
Contract; (ii) Grantee makes a general assignment for the benefit of creditors or takes any
similar action for the protection or benefit of creditors; or (iii) if at any time, Grantee
makes any representation or warranty that is incorrect in any material respect to the
Performance Statement, any request for payment submitted to the GLO, or any report
submitted to the GLO related to the Contract.

REMEDIES; NO WAIVER

Upon the occurrence of any such Event of Default, the GLO shall be entitled to avail itself
of any equitable or legal remedy. A right or remedy conferred by this Contract upon either
party is not intended to be exclusive of any other right or remedy, and each and every right
and remedy shall be cumulative and in addition to any other right or remedy given under
this Contract, or hereafter legally existing, upon the occurrence of an Event of Default. The
failure of the GLO either to insist at any timne upon the strict observance or performance of
any of the provisions of this Contract, or the GLO’s failure to exercise any right or remedy
asprovidedinthisConn'act,shallnotimpajranysuchrightorremedyorbeconsu-uedasa
waiver or relinquishment thereof with respect to subsequent Events of Default.
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ARTICLE 4 - GRANT ADMINISTRATION

4.01 SUBMISSIONS - GENERALLY

Except for legal notices that must be sent by specific instructions pursuant to SECTION

.11 of the Contract, NOTICES; and all other reports and documentation as required by
the Project Implementation Manual; any report, form, or request required to be submitted
to the GLO under this Contract shall be sent in the format prescribed by the GLO.

In addition, Grantee acknowledges the responsibility to submit to the GLO,
Engineer, and Grant Administrator, if any, all signed Letters of Acceptance (LOA),
within two (2) weeks of execution by Grantee. Failure to timely submit the LOA
pursuant to this paragraph may result in the withholding of the final payment
under this Contract,

(a)  Quarterly Reports

Accurate, timely Quarterly Reports are required as a condition of reimbursement.
Each Quarterly Report shall include progress made since the prior reporting
period, projected quantities if any variances are anticipated, problems encountered
and detailed plans to correct them, goals to be accomplished in the subsequent
reporting period, and any other information that may be required by the GLO. In
the sole discretion of the GLO, reports may be requested more often than
quarterly, and the Grantee shall provide such additional information to the GLO
in a timely manner.

The GLO may review Quarterly Report(s) and may request revisions to be made.
Grantee shall coordinate with the GLO to make such revisions in a timely manner.
Reimbursement may be withheld, in the sole discretion of the GLO, if a Quarterly
Report is delinquent or deficient.

(b)  Project Completion Report

The Project Completion Report (“PCR™), as defined above, must be submitted to
the GLO by the close of business no later than sixty (60) days from Grantee’s
execution of the final Certificate of Construction Completion (“COCC™). The
PCR must be submitted in accordance with the specifications in the Project
Implementation Manual, and must include a full description of all projects, both
as originally assigned and as ultimately completed, including any revisions
approved by the GLO outside the formal, written amendment process, as provided
under SECTION 8.17 hereof.

(c) Forms

Grantee must execute the forms included as Attachments E and F, and certifies
by the execution of this Contract to all affirmations in Attachment D, confirming
compliance with required state and federal laws applicable to the Contract.

@) General Affirmations are found in Attachment D, and Grantee certifies
by the execution of this Contract to all statements therein.
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(i) The Federal Assurances for Non-Construction Programs (Standard Form
424B), as applicable to the Project, is found in Attachment E, and must
be executed by Grantee.

(iii)  Certifications Regarding Lobbying Lower Tier covered Transactions
(Form CD-512) is found at Page 1 of Attachment F, and must be
executed by Grantee.

(iv) If any funds granted under this Contract have been used for lobbying
purposes, Grantee must complete and execute Standard Form LLL,
Disclosure of Lobbying Activities, found at Page 2 of Attachment F.
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5.01

5.02

5.03

5.04

ARTICLE § - STATE AND FEDERAL FUNDING
AND RECAPTURE OF FUNDS

FEDERAL FUNDING

Funding for this Contract is appropriated under the Consolidated Security, Disaster
Assistance, and Continuing Appropriation Act (Public Law 110-329) enacted on
September 30, 2008, to facilitate disaster recovery, restoration, economic revitalization,
and to affirmatively further fair housing in accordance with Executive Order 12892, in
areas affected by Hurricanes Dolly and Ike, which are Presidentially-declared major
disaster areas under Title IV of the Robert T. Stafford Disaster Relief and Emergency
Assistance Act (42 U.S.C. 5121 et seq.). The fulfillment of this Contract is based on
those funds being made available to the GLO as the lead administrative state agency.
ALL EXPENDITURES UNDER THIS CONTRACT MUST BE MADE IN ACCORDANCE WITH
THIS CONTRACT, THE RULES AND REGULATIONS PROMULGATED UNDER THE CDBG-DR
PROGRAM, AND ANY OTHER APPLICABLE LAWS. FURTHER, GRANTEE ACKNOWLEDGES
THAT ALL FUNDS ARE SUBJECT TO RECAPTURE AND REPAYMENT FOR NON-
COMPLIANCE,

STATE FUNDING

'IhisContractsha[lnotbeoonstruedascreaﬁnganydebtonbehalfoftheStateofTexas
and/or the GLO in violation of Texas Constitution, Article I, Section 49, In compliance
with Texas Constitution, Article VIII, Section 6, it is understood that all obligations of the
GLO hereunder are subject to the availability of state funds. If such funds are not
appropriated or become unavailable, this Contract may be terminated. In that event, the
parties shall be discharged from further obligations, subject to the equitable settlement of
their respective interests, accrued up to the date of termination.

RECAPTURE OF FUNDS

Grantee shall conduct, in a satisfactory manner as determined by the GLO, the Project, as
set forth in the Contract. The discretionary right of the GLO to terminate for convenience
under this Article; notwithstanding, it is expressly understood and agreed by Grantee that
the GLO shall have the right to terminate the Contract and recapture, and be reimbursed
for, any payments made by the GLO that Grantee has not used in strict accordance with
the terms and conditions of this Contract,

RETAINAGE

To ensure full performance, the GLO may retain an amount equal to five percent (5%) of
Grantee’s grant amount unti completion and acceptance by the GLO of the Project. The
GLO shall make a final disbursement only upon receipt of documentation sufficient to
determine that Grantee has completed the Project in accordance with the Contract
Documents, and that all requirements of the Contract; all relevant provisions of the Grant;
and all applicable law, rules, and regulations have been fulfilled by Grantee.
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5.05 OVERPAYMENT

Grantee understands and agrees that it shall be liable to the GLO for any costs disallowed
pursuant to financial and compliance audit(s) of funds received under this Contract.
Grantee further understands and agrees that reimbursement of such disallowed costs shall
be paid by Grantee from funds which were not provided or otherwise made available to
Grantee under this Contract.

REMAINDER OF PAGE INTENTIONALLY LEFT BLANK
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ARTICLE 6 - INTELLECTUAL PROPERTY

6,01 OWNERSHIP AND USE

(@) The parties to this Contract expressly agree that all right, title, and interest in, and to, all
reports, drafls of reports, or other material, data, drawings, computer programs and
codes associated with this Contract, and/or any copyright or other intellectual property
rights, and any material or information developed and/or required to be delivered under
this Contract shall be jointly owned by the parties with each party having the right to
use, reproduce, or publish any or all of such information and other materials without the
necessity of obtaining permission from the other party and without expense or charge.

(d) The GLO and HUD are granted a royslty free, non-exclusive, and irevocable license
to reproduce, publish, or otherwise use, and to authorize others to use, for U.S.
Government purposes, all reports, drafis of reports, or other material, data, drawings,
computer programs, and codes associated with this Contract, and/or any copyright or
other intellectual property rights, and any material or information developed and/or
required to be delivered under this Contract.

6.02 NONENDORSEMENT BY STATE AND THE UNITED STATES

Grantee shall not publicize or otherwise circulate promotional material (such as
advertisements, sales brochures, press releases, speeches, still and motion pictures,
articles, manuscripts, or other publications) that states or implies State of Texas or U.S.
Government, or government employee, endorsement of a product, service, or position
that the Grantee represents. No release of information relating to this Grant may state or
imply that the State of Texas or the U.S. Government approves of Grantee’s work
products, or considers Grantee’s work product to be superior to other products or
services.

6.03 APPROVAL OF PUBLICATION AND SPECIFIC DISCLAIMER REQUIRED

Prior to publication, Grantee must submit to the GLO, for HUD approval, any public
information releases concerning this Grant Award that refer to HUD or any bureau or
employee. The specific text, layout photographs, and so forth, of the proposed release must
be submitted with the request for approval. The specific acknowledgements and funding
statements that must be included in certain publications funded by the Grantee are set forth
in the Contract Documenits.

REMAINDER OF PAGE INTENTIONALLY LEFT BLANK
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ARTICLE 7 - RECORDS, AUDIT, PROPRIETARY INFORMATION,
AND PUBLIC DISCLOSURE

7.01 BooKs AND RECORDS

Grantee shall keep and maintain under GAAP or GASB, as applicable, full, true, and
complete records necessary to fully disclose to the GLO, the Texas State Auditor’s Office,
the United States Government, and/or their authorized representatives, sufficient
information to determine compliance with the terms and conditions of this Contract and all
state and federal rules, regulations, and statutes including, but not limited to, the applicable
laws and regulations provided in Attachment C.

7.02 INSPECTION AND AUDIT

Grantee agrees that all relevant records related to this Contract or any work product
produced, including those of its subcontractors, shall be subject at any reasonable time to
inspection, examination, review, audit, and copying at any location where such records may
be found, with or without notice by the Texas State Auditor’s Office, the GLO, its
contracted examiners, or the Texas Attomey General's Office. In addition, HUD, the
Comptroller General, the General Accounting Office, the Office of Inspector General, or
any authorized representative of the U.S Govenment shall also have this right of
inspection.

The GLO reserves the right to perform periodic on-site monitoring of Grantee's
compliance with the terms and conditions of this Contract, assurance of non-duplication
of beneficiaries and of the adequacy and timeliness of Grantee's performances under this
Contract. After each monitoring visit, the GLO shall provide Grantee with a written
report of the findings. If the monitoring report notes deficiencies in Grantee's
performances under the terms of this Contract, the monitoring report shall include
requirements for the timely correction of such deficiencies by Grantee. Failure by
Grantee to take action specified in the monitoring report may be cause for suspension or
termination of this Contract.

Grantee understands that acceptance of funds under this Contract acts as acceptance of
the authority of the State Auditor's Office, or any successor agency, to conduct an audit
or investigation in connection with those funds. Grantee further agrees to cooperate fully
with the State Auditor's Office or its successor in the conduct of the audit or
investigation, including providing all records requested. GRANTEE SHALL ENSURE THAT
ALL SUBCONTRACTS AWARDED REFLECT THE REQUIREMENTS OF THIS SECTION 7.02, AND
THE REQUIREMENT TO COOPERATE,

Grantee will be deemed to have read and have knowledge of all applicable federal, state,

and local laws, regulations, and rules, including, but not limited to those identified in
Attachment C, governing audit requirements pertaining to the Project.

7.03 GRANTEE SELF-AUDIT AND TARGETED AUDITS
(8)  Grantee Self-Audit

Grantee, on approval of the GLO and/or HUD may conduct an annual financial
and compliance audit of funds received and performances rendered under this
Contract. Grantee may utilize funds budgeted under this Contract to pay for that
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portion of the cost of such audit services properly allocable to the activities
funded by the GLO under this Contract, provided however that the GLO shall not
make payment for the cost of such audit services until the GLO has received from
Grantee a satisfactory audit report and invoice, as determined by the GLO. The
invoice submitted for reimbursement should clearly show the percentage of cost
relative to the total cost of the audit services. Therefore, Grantee shall submit an
invoice showing the total cost of the audit and the corresponding prorated charge
per funding source. If applicable, an explanation shall be submitted with the
reimbursement request, explaining why the percentage of audit fees exceeds the
prorated amount allowable.

Targeted Audits

In addition, the GLO shall have the right at any time to perform, or to instruct the
performance of, an annual program and/or fiscal audit, or to conduct a special or
targeted audit of any aspect of the operation of Grantee, using an auditor of the
GLO’s choice. Grantee shall maintain such financial records and other records as
may be prescribed by the GLO or by applicable federal and state laws, rules, and
regulations. Grantee shall retain these records for a period of five (5) years after
final payment or until they are audited by the GLO, whichever event occurs first.
These records shall be made available during the term of this Contract and the
subsequent five (5) year period for examination, transcription, and audit.

7.04 PERIOD OF RETENTION

Grantee shall retain all records relevant to this Contract for a minimum of five (5) years.
The period of retention begins at the date of final payment by the GLO of reimbursable
expenses, or from the date of termination of the Contract, whichever is later. The period of
retention shall be extended for a period reasonably necessary to complete an audit and/or
any administrative proceeding or litigation that may ensue.
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