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. oy DISCRIMINATION PROHIBITED — Title V! of the Civil Rights Act of 1964 states: ““No person in the United States shall,
{ on the ground of race, color, or national origin, be exciuded from participstion in, be denied the benefits of, or be subjected

to diserimination under any program or ‘activity receiving Federal financial assistance.” Therefare, activities of the Public

Health Service, like every pragram or activity receiving financial assistance from the Department of Health and Human Services,

must be operated in compliance with this law,
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REVISED PHS GRANTS POLICY STATEMENT NOW AVAILABLE

‘I'he revision of the Public Health Service Grants Policy Statement is now available. The

successor to the October 1, 1976 issuance is designated as DHHS Publication No. (OASH)

82-50,000 (Rev.) December 1, 1982. The Public Health Service has sent one free copy to

each grantee institution of record addressed to: "Director, Office of Research Program

Support." NIH hopes to make some limited additional distribution; however, institutions
. or individuals. desu-mg additional copies may obtain them for §5.00 each by writing to:

Supermtendent of Documents
N U.S. Govermnrnent Printing Office _ ' _
’ ‘Washington, D.C. 20402 ToT S R

In addiﬁon’ to the DHHS Publication Number referenced above, requests should include
the GPO Stock No. 017-020-00090-01 to expedite delivety.

Questions of interpretation, clarification, or correction will be provided as necessary in
subsequent. issuances of this Guide or other official communications.
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PREFACE

The Public Health Service (PHS) is the principal
health agency of the Federal Government. PHS,
which is under the direction of the Assistant Secre-
tary for Health, is comprised of the Office of the As-

‘sistant Secretary for Health (OASH) and five major

agencies: the Alcohol, Drug Abuse, and Mental
Health Administration {ADAMHA), the Centers for
Disease Control (CDC), the Food and Drug Admin-
istration (FDA), the Health Resources and Services
Administration (HRSA), and the Natibnal Institutes
of Health (NIH). A. description of the primary areas
of concern of these organizations is listed below:

OQASH provides executive leadership for all pro-
grams administered by PHS. Under the direction

of the Assistant Secretary for Health, QASH is di- -

rectly responsible to the Secretary of the Depart-
ment for the performance of PHS’s mission. A
grant and cooperative agreement program is ad-
ministered in QASH by the Office of Adolescent
Pregnancy Programs.

ADAMHA is responsible for developing knowl-
edge, manpower and services to prevent mental ili-
ness, to treat and rehabilitate the mentally ill, to
prevent the abuses of drugs and alcohol, and to
treat and rehabilitats drug and alcohol abusers,

CDC is responsible for the national program of pre-
vention and control of communicable and vector-
borne diseases and noninfectious conditions, improv-
ing laboratory conditions, and assuring safe and
healthful working conditions for all working people.

. FDA, the Nation's first consumer protection agency,
is concerned with research and regulation in such
areas as food, drugs, biclogical products, cosmetics,
medical devices, radiation emitting products and sub-
stances, poisons, pesticides and food additives.

HRSA provides leadership and direction to pro-
grams and activities designed to improve the health
services for all citizens and to develop health care
and tnaintenance systems which are adequately fi-
nanced, comprehensive, interrelated and respon-
sive to the needs of individuals and families in all
levels of society,

NIH seeks to improve the Nation’s health by in-
creasing knowledge related to health and disease
through the conduct and support of rasearch, re-
search training and biomedical communications.

- One of the important activities that PHS carries out

in pursuit of this mission is that of awarding grants
and cooperative agreements in support of efforts that

help PHS and the recipients achieve mutually bene-
ficial goals.

PHS adn:fmisters a diverse array of programs con-
cerned with the whole spectrum of health concerns

reflected in the missions of its several agencies as out-
lined above. The PHS agencies and offices are re-
sponsible for the award, administration and monitor-
ing of these programs under a variety of legislative
authorities, governing regulations, policies and pro-

“cedures utilizing mechanisms ranging from discre-

tionary project grant awards to block grants to
States. They administer awards to a wide range of re-
cipients including State and local governments, educa-
tional institutions, hospitals, nonprofit organizations
and, in certain programs, for-profit organizations.

The administration of these grant and cooperative
agreement programs requires adherence not only to

the program objectives for which the award was -

made but also requires that those objectives be ac-
complished in a businesslike manner. This is particu-
larly important at a time when the costs to recipients
and the Federal Government are climbing and Fed-
eral spending is being closely watched for its cost ef-
fectiveness, For these reasons, recipients of PHS
funds must establish sound and effective business
management systems to assure that grant funds are
properly safeguarded and utilized only for the pur-
poses for which they were awarded. Recipients are
expected to exercise the same degree of prudence in
the expenditure of Federal funds that they use in ex-
pending their own funds.

PHS views its relationship with recipients as a part-
nership, with the recipient providing the effort and
expertise necessary to carry out approved activities
and PHS providing financial assistance. In further-
ance of its role in this relationship, PHS has estab-
lished Grants Management Offices in each of its
awarding offices to serve as focal points for the busi-
ness management aspects of grants administration.
Questions concerning the interpretation of polictes or
the applicability of certain policies.to particular pro-
grams should be directed to the designated PHS Grants
Management Officer.

This booklet is intended to provide 3 common under-
standing of the framework for the administration of
discretionary grants within which PHS staff and re-
sponsible recipient officials must operate. The con-
tents of this bookiet do not apply to block grant
awards to States where there is reliance on State laws,
policies and procedures for the administration of
those programs. Any questions relating to its prepa-
ration or subject matter should be directed to the
Grants Management Branch, Office of the Assistant
Secretary for Health, U.S. Public Health Service,
Rockville, Maryland 20857.

Edward N. Brandt, Jr., M.D.
Assistant Secretary for Health
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INTRODUCTION.

The award and administration of financial assist-
ance funds are subject to applicable laws, regula-
tions, and policies. This booklet presents a compila-
tion of the salient features of policies and various
policy issues, which have been raised in the past, re-
garding the administration of PHS grant awards.

Recipients should maintain or have access to cop-
ies of documents referred in this booklet to assure
themselves of detailed guidance on the subject mat-
ter. The information in this booklet is subject to
change due to laws, regulations or policies adopted
subsequeént to the issuance date of this document. To
assure that they are aware of any new changes as

soon as they are issued and to administer awards ef-.
fectively, recipients need to have access tothe follow- -~

ing documents:

Code of Federel Regulations (CFR) (Titles 42
and 45)—Title 42 sets forth PHS programmatic
and general administrative grant regulations.
Title 45 contains, among other regulations, ad-
ministrative regulations applicable to virtually
all Department of Health and Human Services
{HHS) grants and cooperative agresments,
These titles are available in booklet form from
the U.S. Government Printing Office.

Federal Register—This publication contains
proposed and final PHS rules and regulations
as well as program announcements and state-
- ments of funding priorities. It also included
rules and regulations issued by HHS and the
Office of Management and Budget that may be
pertinent to PHS financial assistance, The Fed-
eral Register is available on a subscription basis
from the U.S. Government Printing Office.

Cooperative Agreements

Public Law 95-224, The Federal Grant and Cooper-
ative Agreement Act of 1977, defines as an alternative
assistance instrument, the cooperative agreement, to
be used in liew of a grant whenever substantial Fed-
eral involvement with the recipient during perform-
ance is anticipated. The difference between grants
and cooperative agreements is the degree of Federal

programmatic involvement rather than the type of

administrative requirements imposed. Therefore,
laws, regulations, and policies and the information
contained in this booklet which are applicable to
grants are also applicable to recipients of cooperative
agreements unless the agreement itself provides
otherwise.

Subgrantees and Coatractors Under Grants

The information contained in this booklet applies
principally to the primary recipient of PHS funds.
Where programs have statutory authority to provide
financial assistance to subgrantees, the information

contaftied in this bookiet would also apply to such

subgrantees. This booklet would also apply to cost-
type contractors under the grants where stated. A re-
cipient must assure that a contract contains the
clauses necessary to ensure that all the requirements
under the grant will be satisfied since neither Part 74
nor other documents referred to in this booklet are
directly binding on a contractor.

Applicability

" Except where PHS has been delegated responsibility
to act for all HHS components in certain specific
areas, such as the protection of human subjects and
institutional cost sharing agreements, the informa-
tion set forth in this booklet is to provide guidance
only to awards made by constituent agencies and re-
gional offices of the Public Health Service and not
necessarily to those made by other components of
HHS.

This policy statement is not applicable to PHS
block grant awards.

Effective Date

This document will supersede the PHS Grants Policy
Statement, dated October {, 1976 (HEW Publication
No, (OS) 77-50,000 Rev.), and the addenda thereto
(HEW Publication No. (08} 77-50,000A and
77-50,000B). Effective December 1, 1982
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GLOSSARY

The following are terms frequently encountered in
awarding and administering PHS grants, and used
throughout this document. Other policy-specific
terms will be defined in the appropriate sections of
this booklet. . -

Application—A request for financial support of a
project/activity submitted to PHS on specified forms
and in accordance with instructions provided by the
PHS awarding office. (See ““Types of Application
and Support™.)

Pre-Application—A statement in summary form
of the intent of the applicant to request Federal
funds. Itis used to determine the applicant’s eligi-

< bility;*determine how well the proposed project

can compete with other similar applications; and
eliminate any proposals for which there is little or
no change for Federal funding before applicants
incur significant expenditures for preparing an ap-
plication. Pre-applications are required for all con-
struction projects for which the need for Federal
funding exceeds $1,000,000. Pre-applications may
also be required for other grant programs, at the
option of the PHS awarding office.

New Application—A request for financial or direct
assistance for a project or program not currently
receiving PHS financjal assistance.

Noncompeting Continuation Application—A re-
quest for financial or direct assistance for a second
or subsequent budget period within a previously
approved project period (see definition of “Proj-
ect Period’ under this section).

Competing Continugtion Application—A request
for financial or direct assistance to extend for One
or more additional budget periods a project period
that would otherwise expire. Competing continua-
tion applications compete with other competing
continuation, competing supplemental and new
applications for funds.

Supplemental Application—A request for an in-
crease in support during a current budget period
for expansion of the project’s scope or research
protocol, or to meet increased administrative costs
unforeseen at the time of the new, noncompeting
continuation, or competing continuation application.

Award—The provision of funds or direct assist-
ance in lieu of funds based on an approved appli-
cation and budget to provide general financial as-
sistance to an organization or an individual to
carry out an activity or program.

Approved Budget—The financial expenditure plan,
including any revisions approved by the awarding

party for grant-supported project or activity. The ap-
proved budget consists of Federal (grant) funds and
non-Federal participation or Federal funds only, and
will be specified on the Notice of Grant Award and
on any subsequent revised or amended award notice,

Budget Period—-The interval of time (usuwally 12
months) into which the project peried is divided for
budgetary and funding purposes.

Competive Segment—The initial period of recom-
mended support (1 to 5 years) or each successive
competing continuation period of -a project period.

Contracting Under @ Grant—A. process whereby a
grantee enters into a written agreement with a third
party for the acquisition of property or services or
the conduct of prescribed activities or functions
under the grant. Such an agresment may involve sub-
stantive programmatic work or general activities (see
definition of ““General Activities’’ below), and in
either case, involves the acquisition of services or
property whose cost is either borne as a direct cost by
Federal (grant) funds or counted towards meeting a
matching or cost sharing requirement,

Cooperative Agreemeni—A financial assistance
mechanism to be used in lieu of a grant when sub-
stantial Federal programmatic involvement with the
recipient during performance is anticipated by the
PHS awarding office. (See “Grant'’ under this section.)

Cost Sharing—A cost participation requirement, in-
cluded in HHS’s annual appropriations acts, stating
that HHS funds cannot pay for the entire cost of a re-
search project. The amount of required ¢ost sharing
is neither fixed by law nor stipulated by regulation. It
is negotiable on a project-by-project basis or on an
institutional basis covering some or all research proj-
ect grants, An institutional cost sharing agreement
may also cover some or all of the research contracts
to an institution. -

Direct Assistance—A financial assistance mechanism
whereby goods or services are provided to recipients
in lieu of cash. Direct assistance generally involves
the assignment of Federal personnel or the provision
of equipment or supplies such as vaccines.

Direct Costs—Costs that can be specifically identi-
fied with a particular project or program.

Equipment--An article of nonexpendable tangible
personal property having a useful life of more than 2
years and an acquisition cost of 3500 or more per
unit. An organization may use its own definition of
equipment provided that it includes at least that
property included in this definition as *‘equipment.”’




General-Purpose Equipment—Equipment which is
not limited in use only to research, medical, scien-
tific, or other technical activities. Examples of
such equipment are office equipment and furnish-
ings, heating and cooling units including air condi-
tioning equipment, passenger and cargo vehicles,
computing and automatic data processing devices,
-cameras, refrigerators and freezers.

Special-Purpose Equipment—Equipment which
may only be used for research, medical, scientific,
or other technical activities. This includes such
items as microscopes, X-ray machines, and surgi-
cal instruments.

The governing criterion for distinguishing general-

purpose equipment from special-purpose equip-
_ ment is the potential use of the equipment, not its
actual use, General-purpose equipment does not
become special-purpose equipment merely because
it is used only on research, medical, scientific or
other technical activities, or because itis used in a
scientific or technical location or environment.

Expiration Date—The date signifying the end of the
current budget period, as indicated on the Notice of
Grant Award, after which the grantee does not have
authority to obligate grant funds,

Federal Financial Assistance—Transfer of money,
property, or other direct assistance (see above) to an
eligible recipient to accomplish a public purpose of

support or stimulation authorized by statute,

Federal Institution—A Cabinet-level department or
independent agency of the Executive Branch of the
Federa!l Government or any component organization
of such a department or agency, Federal hospitals,
such as VA hospitals, and Howard and Gallaudet
Universities are not considered as Federal institutions
under this definition. See Appendix VIII for specxal
requirements applicable to Federal grantees,

Federally Recognized Indian Tribal Government
—See 45 CFR 74.3.

Foreign Institution—An institution located in a
country other than the United States and its territor-
ies which is subject to the laws of that country, irre-
spective of the citizenship of the proposed investi-
gator. See Appendix V1! for special requirements ap-
plicable to foreign and international grantees.

General Activities—Activities other than substantive
programmatic work, which are incidental to the pur-
poses of a grant, and which are generally common to
various types of endeavors or organizations. Examples
of general activities are maintenance services, clerical or
transportation services, and purchases of supplies,
equipment, or automatic data processing services. (See
45 CFR 74.103(d)(2) for additional guidance on activi-
ties considered to be general activities.)

Grant—A financial assistance mechanism whereby
money and/or direct assistance is provided to carry
out approved activities. A grant (as opposed to a co-

operat_ivc agreement) is to be used whenever the PHS
awarding office anticipates no substantial program-
matic involvement with the recipient during perform-
ance of the financially assisted activities.

Grant-Approved Project/Activities—Those activities
specified or described in a grant application, plan, or
other document that are approved by the PHS
awarding office for funding, whether or not Federal
funding constitutes all or only a portion of the finan-
cial support necessary to carry out such activities.

Grantee—The organizational entity or individual to
which a grant (or cooperative agreement) is awarded
is responsible and accountable both for the use of the
funds provided and for the performance of the grant-
supported project or activities. The grantee is the en-
tire legal entity even if only a particular component is
designated in the award document. See 45 CFR 74.3.

Grants Management Officer (GMO)—The individual
desigrrated to serve as the PHS official responsible
for the business management aspects of a particular
grant(s) or cooperative agreements(s). The Grants
Management Officer serves as the counterpart to the
business officer of the grantee organization. In this
capacity, the GMOQ is responsible for all business
management matters associated with the review, ne-
gotiation, award, and administration of grants and
interprets grants administration policies and provi-
sions. He or she works closely with the program or

- project officer who is responsible for the scientific,

technical, and programmatic aspects of the grant.
(See Program/Project Officer under this section.)

Indirect Costs—Costs that are incurred for commeon
or joint objectives, and which therefore cannot be
identified specifically with a particular project or
program. {See Appendix II.) .

International Organization—An organization with
membership from, and representing the interests of,
more than one country without regard to whether the
headquarters of the organization and location of the
activity are inside or outside the United States.

Local Government—See 45 CFR 74.3.

Maintenance of Effort—A requirement contained in
certain legislation, regulations, or administrative pol-
icies stating that a recipient must maintain a specified
level of financial effort in the health area for which
Federal funds will be provided, in order to receive
Federal grant funds. This requirement is usually
given in terms of a previous base-year dollar amount.

Matching—The term used to refer to the portion of
the costs of a grant-supported project or activity to
be provided by the grantee or by third parties from
sources other than the grant funds. Where matching
is not required by law or regulations, matching may
be administratively required by the PHS awarding
office. Costs used to satisfy matching requirements
are subject to policies governing costs allowable
under the approved budget.




Monitoring—A ‘process whereby the programmatic

. and business management performance aspects of a

grant are reviewed by means of the collection and as-
sessment of information gathered from various re-
ports, audits, site visits, and other sources.

Noncompeting Extension—The PHS approval of ad-
ditional time not to exceed 12 months to any budget
period, including the final budget period, of a previ-
ously approved project period. The extension may be
made with or without additional funds, Notice of ex-
tension must be made through the issuance of a re-
vised notice of award.

Notice of Grant Award—The legally binding docu-
ment that serves as a notification to the recipient and
others that a grant or cooperative agreement has been
made, contains or references all terms of the award,
and documents the obligation of Federal funds in the
HHS accounting system,

PHS Awarding Office—The office responsible for
the award, administration, and monitoring of grant-
supported activities, The designated Grants Manage-
ment Officer and program officer are representatives
of this office. The use of this term throughout this
document as a point of contact and the focal point
for requesting necessary prior approvals refers spe-
cifically to the Grants Management Officer.

Prior Approvai—In a number of policy areas, prior
approval is required before certain activities may be
undertaken, funds expended, or when the cost of ac-
tions exceed a certain dollar level. These require-
ments are specified in this policy statement or appear
in documents included or referenced herein,

Where prior approval must be obtained from the
Public Health Service (PHS) awarding component, it
must be obtained by the grantee institution in writing
from the Grants Management Officer (GMO). All
references in this document to PHS prior approval,
therefore, mean written approval from the GMO.

For subgrants and contracts awarded by grantees, the
prior approval authority is usually the grantee, How-
ever, the grantee may not approve any action or cost
which is inconsistent with the purpose or terms of the
Federal grant. If an action by a subgrantee or con-
tractor will result in a change in the overall grant
project or budget requiring granting agency ap-
proval, the grantee shall obtain that approval from
PHS before giving its approval to the subgrantee or
contractor. In a few instances, PHS must grant prior
approval for activities or actions taken by subgrant-
ees and contractors under grants.

‘Designated officials of some grantee organizations

may approve certain rebudgeting actions under an
Institutional Prior Approval System. (See ‘‘Post-
award Administration-Changes in Expenditures/Ac-
tivities.”")

Program-—A coherent assembly of plans, projected
activities, and supporting resources contained within
an administrative framework, whose purpose is to

implement an organization’s mission or some specific
program-related aspect of that mission. For purposes
of this policy statement, a PHS financial assistance
program refers to a program that carries out its mis-
sion by supporting activities in other organizations
through the grant or cooperative agreement mecha-
nisms,

Program Director/Project Director/Principal Inves-
tigator— An individual designated by the recipient to
direct the project or program being supported by the
grant. (See “Postaward Administration—Changes in
Project”” for policy regarding the replacement or
postaward designation of that individual, or any sig-
nificant change in his or her level of participation in
the grant.) He or she is responsible and accountable
to recipient organization officials for the proper con-
duct of the project or program. The recipient is, in
turn, iegally responsible and accountable to PHS for
performance and financial aspects of the grant-sup-
ported activity.

Program Income-—See 45 CFR 73'1"_.41. T

Program/Project Officer—The PHS awarding office
official who is responsible for the technical, scien-
tific, or programmatic aspects of a grant. Such indi-
viduals deal with grantee organization staff to assure
programmatic progress, and work closely with the
Grants Management Officer and grants management
staff in the overall administration of grants,

Project Costs—Total allowable costs incurred to carry
out an approved grant-supported project or activity.

Project Period—The total time for which support of a
discretionary project has been programmatically ap-
proved. A project period may consist of one or more
budget periods. The total project period comprises the
original project pericd and any extensions.

Public Health Service (PHS)—The organization pri-
marily responsible for supporting the health-related
activities of HHS. As used in this booklet, references
to PHS will mean the PHS awarding offices. (See
“PHS Awarding Office™ under this section.)

Real Property—See 45 CFR 74.132.

Recipient—The grantes or, where subgrants are au-
thorized by law, the subgrantee that receives PHS fi-
nancial assistance in the form of grants or coopera-
tive agreements.

State Government—State institutions of higher edu-
cation and state hospitals are considered non-
governmental organizations for purposes of 45 CFR
74 and this policy statement. (See 45 CFR 74.3.)

State Plan/Application—Those documents that, un-
der mandatory (formula) grants to States indicate the
State’s compliance with the program's legislative and
regulatory requirements and that are incorporated by
reference in the certification form required to be sub-
mitted to the PHS awarding office along with a
budget form and other required supporting informa-
tion or reports.




Stipend—A payment made to an individual under a
fellowship or training grant in accordance with prees-

tablished levels to provide for the individual’s hvmg.

expenses during the period of training.

Subgrant—An award of financial assistance in the
form of money or property made under a grant by a
grantee to an eligible recipient called a subgrantee.

(See 45 CFR 74.3.)

Substantive Programmatic Work—Project activities
which are a primary purpose for the provision of
grant support and/or a significant portion of the ac-
tivities to be conducted under the grant,

Suspension—Temporary withdrawal of the grantee’s
authority to obligate grant funds pending corrective ac-
tion by the grantee as specified by PHS, or a decision
by PHS to terminate the grant. (Sec 45 CFR 74.110.)

Termination—-Permanent withdrawal of a grantee'’s
authority to obligate previously awarded grant funds

before that authority would otherwise expire, includ.
ing the voluntary relinquishment of that authonty by
the grantes. (Sce 45 CFR 74.110.)

Terms of Award—All iegal requirements imposed on a
grant by the Federal Government, whether by statute,
regulation(s), the grant award document itself, or other
documents. The terms of award may include both
standard and special provisions, appearing on each No-
tice of Grant Award that are considered necessary to at-
tain the objectives of the grant, facilitate postaward ad-
ministration of the grant, conserve grant funds, or
otherwise protect the Federal Government’s interests.

Third-Party In-Kind Contributions—See 45 CFR
74.51.

Withholding of Support—A decision by the award-
ing office not to make a noncompeting continuation

award within a previously approved project period. -




TYPES OF APPLICATIONS AND SUPPORT

.DISCRETIONARY GRANTS

Applications for project grants may be classified as
new, noncompeting continuation, suppiemental, and
competing continuation. A description of each of
these types of applications, the timing of such re-
quests, and the nature of the PHS review process are
indicated below. Policy and procedures affecting
construction grants are described in Appendix III.

Preapplications serve one or more of the following
purposes: {I) they establish communication between
the awarding office and the applicant: (2) determine
the applicant’s eligibility: and (3) determine how well
the project can compete with other similar applica-
tions, in order to discourage proposals that have little

‘or Tio chdnée for Federal funding before applicants

incur significant expenditures for preparing an appli-
cation.

Some discretionary grant programs require the
submission of preapplications. The requirement for
submission of preapplications, if any, will be con-
tained in published guidance from the particular pro-
gram invoived. Governmental organizations may
submit preapplications even in the absence of a re-
quirement for such a submission.

Preapplications are required where a request for
support involves joint funding., A request for joint
funding would include requests for assistance from
more than one Federal program, or one or more Fed-
eral programs and one or more State programs, pro-
vided each one of those components contributes ma-
terially to the accomplishment of a single purpose or
closely related purpose. Preapplication and applica-
tion requirements for such projects are contained in
OMB Circular A-111. **Jointly Funded Assistance to
State and Local Governments and Nonprofit Organi-
zations.' (July 30, 1976). Also see 45 CFR 74.122
and 74.123.

New applications are subject to an independent ob-
Jjective review process (see ‘‘Review Process—Discre-
tionary Grants’’) and must compete for available
funds in accordance with programmatic criteria and
funding priorities. They may also be subject to cer-
tain external review requirements by health planning
agencies and A-95 clearinghouses. {See “‘Preaward
Process—External Review Requirements.”’}

Applications for competitive continuation of PHS
support for one or more budget periods beyond the
originally approved project period may be submitted,
unless such requests are prohibited by the program’s
regulations or other published policy. Such an applica-
tion is appropriate when (1) the original project period
was approved for a period of time shorter than grant

support was needed, or (2} the resuits of the original ac-

tivity warrant support beyond the period originally

recommended. Such competing continuation applica-
tions must be submitted in accordance with established
deadline dates and will be subject to ‘“objective review”’
requirements and any external review requirements ap-
plicable to competitive applications (see *‘Preaward
Process—External Review Requirements and Internal
Review Process™). If approved and funded, the ex-
tended pericd of support is treated -as an extension of
the original project period. )

Application forms and information concerning
deadlines for submission of these types of applica-
tions can be obtained by contacting the Grants Man-.
agement Officer of the appropriate PHS awarding
office (see Appendix I). Research grant application
forms for some programs may be obtained from the
applicant or grantee institution’s application control
office or from the Division of Research Grants, Na-
tiona! Institutes of Health, Bethesda, Maryland
20205.

A noncompeting continuation application to re-
quest funds for subsequent budget periods after the
first budget period must be submitted annually, when
a discretionary multiyear project (excluding con-
struction projects) is approved for funding for a
project period of more than 1 year. Application ma-
terials are routinely mailed 10 the grantee several
months before the beginning date of the next budget
period. If these materials are not received at the pro-
per time, it is the responsibility of the grantee organi-
zation to request them. In the case of research grants
to institutions with designated application control of-
fices, a listing of continuing projects for which appli-
cations are due is supplied to that office by the Divi-
sion of Research Grants, National Institutes of
Health. These applications are not subject to inde-
pendent objective review procedures and do not com-
pete with new applications for funds (see ‘‘Award
Process'” for an explanation of the requirements for
the issuance of a continuation award).

Supplemental applications for expansion of a proj-
ect’s or program’s scope or research protocol are
treated as “‘new’’ applications for purposes of the re-
view requirements and competition for funds de-
scribed in this document.

Supplemental applications for administrative in-
creases to meet institution-wide increased costs, such
as those associated with salary or fringe benefit in-
creases, that take effect during a current budget pe-
riod, and which were not included in the grant appli-
cation for that period, are usually noncompeting but
are subject to PHS awarding office approval and the




availability of funds. The supplemental amount, if
awarded, becomes part of the approved budget for
the applicable budget period. Requests for supple-

mental funds to meet increased administrative costs .

for subsequent years should be included in applica-
tions for continuation support.

A noncompeting extension may be requested to ex-
tend the final budget period of a project period, or
any other budget period where justified, for up to 12
months beyond the ending date of the budget period
as shown on the Notice of Grant Award, unless
otherwise restricted by a program’s statute or govern-
ing regulations. Such an extension may be made
without additional funds or with a minimal amount
of further support, and may be approved by adminis-
trative action of the Grants Management Officer or
the PHS awarding office and awarded without com-
petition. The request for a noncompeting extension
must be in writing, stating the reason for the exten-
sion, and the additional time and funds, if any, being
requested, and should be made before the expiration

- of thé"?&ixi‘rchﬂ?factii'c budget period. A non-compet-
ing extension of a budget period or project period
may also be initiated by PHS. Notice of extension
must be made through the issuance of a revised notice
of award.

Generally, noncompeting extensions should be
granted only when continuity of PHS grant support
is required while a competing continuation applica-
tion is under review, or to permit an orderly phaseout
of a project that will not receive continued PHS sup-
port. Requests for noncompeting extensions of the fi-
nal budget period of a previously approved project
period should be made at least 60 days before the end
of the project period. In no case will such an exten-
sion be approved after the expiration date of-the final
budget period of the project period. If a budget pe-
viod is extended, any subsequent award will not be
made effective until the expiration of the extended
budget period.

TYPES OF GRANTS

Grants can be classified in several ways: on the ba-
sis of (1) type of activity(ies) supported (research,
training, service, etc.); {2) degree of discretion al-
lowed the awarding office (mandatory or discretion-
ary); and/or (3) method of determining amounts of
award (negotiated basis or formula). More than one
of these terms may be used to characterize any partic-
ular grant. Below are definitions of the types of
grants that are referred to in the following sections of
this document.

Capitation Grant—Assistance provided to an eligible
institution to provide, maintain, or improve its edu-
cational program in areas such as nursing and health
professional education. The award amount is based
on enraollment factors, including the number of full-
time students.

Conference Grant—Assistance provided to aid in
supporting the costs of a symposium, seminar, work-
shop, or any other organized and formal meeting
v-:here-persons assemble to exchange information and
views or explore or clarify a defined subject, prob-
lem, or area of knowledge within the areas of PHS
program interests. See Appendix VII, ““Forsign Insti-
tutions and International Organizations,” for a dis-
cussion of the international conferences.

Construction Grant—Assistance provided to support
the building of a health-related facility.

Demonstration Grant—Assistance, generally pro-
vided for a limited period of time, to establish or
demonstrate the feasibility of a theory or approach.

Discretionary or Project Grant—Assistance provided
according to legislation that permits PHS to exercise
judgment in selecting the project to be supported, the -
grantee, and the amount of the award. In some in-
stances, the amount of the award may be based on a
formula.

Facilities Assistance Grant— Assistance provided for
the acquisition, remodeling, expansion, or leasing of
existing facilities; or the construction of new facili-
ties; and/or for the initial equipping of such facili-
ties, as authorized by and specified on the Notice of
Grant Award.

Fellowship Award—Assistance provided to or in be-
half of an individual to support specific training that
will enhance that individual’s level of competence in
a particular health or research area. Under certain
programs, fellowship recipients may be subject to
service or payback requirements. -

Planning Grant—Assistance provided to support
planning, developing, designing, and establishing the
means for performing research, delivering health
services, or accomplishing other approved objectives.,

Research Grant—Assistance provided to support in-
vestigation or experimentation aimed at the discovery
and interpretation of facts, revision of accepted theo-
ries in the light of new facts, or the application of
such new or revised theories in specified areas of bio-
medical and behavioral research. Such grants may be
project grants supporting a discrete research project,
a center, a consortium arrangement that represents a
collaborative effort between or among institutions,
or other types of projects. Research support may be
provided on a formula basis to assist eligible institu-
tions in enhancing the efficiency and effectiveness of
their research programs.

Research (Career/Scientist) Development Award—
Assistance provided to institutions to allow for the
development and/or continuation of research careers
of specified individuals.

Resource Grant—Assistance provided to develop or
Support a service or activity which is then made avail-
able for use by others, such as support of a computer
center or an animal resource center.




Service Grant—Assistance provided to support the
organization, establishment, provision, or expansion
of the delivery of health services to a specified com-
munity or arca. .

Training Grant—Assistance provided to an organiza-
tion to support the training of students, personnel, or

prospective employees in research, or in the tech.
niques or practices pertinent to the delivery of health
services in the particular area of concern. Under
some programs, student trainees may be subject to
sérvice and payback requirements,




PREAWARD PROCESS

The preaward process begins when a PHS agency
publishes a program announcement on the availabil-
ity of financial assistance funds to carry out specified
health-related activities. It continues on with the
preparation of the application by the entity request-
ing the funds, the external review of the application
by A-95 clearinghouses and health planning bodies,
as applicable, and the internal PHS review. It cul-
minates with the PHS awarding office decision on
whether to award a grant.

The foliowing sections deal with policies and pro-
cedures pertinent to the preaward phase of the grants
administration process.

DISSEMINATION OF INFORMATION*

PHS agencies are required to publish the following
types of documents in the Federal Register for discre-
tionary grant programs, including fellowship and
training awards made directly to individuals:

1. Program regulations.

2. Program announcements or pertinent portions of such an-
nouncements, containing at least sufficient information to
describe the program objectives, and any areas of special
emphasis or interest and provide & contact point for addi-
tional information. The following additional information
must be available in either the program announcement or
such other document: eligibility requirements, application
deadlines, the place where applications may be submittad,
requirements for A-95 and/or Health Systems Agency re-
views, application format, and recipient f{inancial
participation requirements.

Criteria for review and evaluation and program priorities for

funding, if not included in the published regulations or pro-

A announcement.

4. A statement regarding the availabilicy of funds, if not included
in the program announcement.

5. If other materials are available and are not included or re-
ferred to in the preceding items, a notice regarding the
evailability of these materials or other information the
program wishes to make available to applicants.

Where a program intends to use the cooperative

agreement mechanism, it will be indicated in the pro-
gram announcement.

Publication of this information enables potential
applicants to determine whether to apply for funds,
to understand how and by what criteria an -applica-
tion will be evaluated; and to know the obligations
imposed on a recipient.

3

+

All PHS awarding offices are responsible for mak-
ing information regarding their programs available
to the interested public on request and for promoting
the widespread dissemination of this information.

" ELIGIBILITY

Authorizing legislation and governing programmatic
regulations specify eligibility for individual grant pro-

grams. In general, assistance is provided to nonprofit
organizations and institutions, governments and their
agencies, occasionally to individuals and to for-profit
organizations when deemed by PHS to be consistent
with legislative intent and program purposes.

Nonprofit organizations are corporations or asso-
ciations no part of whose net earnings may lawfully
inure to the benefit of any private shareholder or in-
dividual. Proof of noriprofit status must be submit-
ted by private nonprofit organizations with the appli-
cation or, if previously filed with PHS, the applicant
must state where and when the proof was submitted.
Any of the following is acceptable evidence of non-
profit status;

1. A reference to the applicant organization's listing in the Inter-
nal Revenue Service's most recent list of tax-exempt organiza-
tions described int section 501(c)3) of the IRS Code.

2. A copy of a currently valid Internal Revenue Service tax
exemption certificate.

, 3. Astatement from a State taxing body, State attorney gen-
eral, or other appropriate State official certifying that the
applicant organization has a nomprofit status and that
none of the net earnings accrue to any private sharcholders
or individuals.

4. A certified copy of the organization’s certificate of incor-
poration or similar document that ciearly establishes non-
profit status.

5. Any of the above proof for a State or national parent or-
ganization and a statement signed by the parent organiza-
tion that the applicant organization is a local nonprofit af-
filiate.

Trainees and Fellows

Trainees supported under a training grant and indi-
viduals supported under fellowships must meet the
general eligibility requirements set by the particuiar
program providing the support, and any addittonal re-
quirements established by the grantee institution.

To be eligible for support at the postdoctoral level
{see ‘‘Stipends’ under **Costs Under PHS Grant-
Supported Projects/Activities'”), an individual must
have completed all requirements for the doctoral de-
gree before the beginning date of PHS support.
Where a degree has not been formally conferred, the
degree-granting institution must certify that all of the
degree requirements have been met. Under training
grants, the grantee must retain this documentation.

Only U.S. citizens, noncitizen nationals, and those
foreign nationals who possess a visa permitting perma-
nent residence in the United States may be appointed as
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trainees on training grants or as individual fellows,! ex-
cept in the case of programs specifically designed for
support of foreign nationals. Individuals on temporary
or student visas are not eligible to receive PHS fellow-
ship or training grant support.

Section 504 of Public Law 90-574 allows students
to be eligible to receive funds awarded for trainee-
ships and fellowships even though they are receiving

educational assistance under the Veterans Readjust-

ment Benefits Act (*‘G.1. Bill"’).
PUBLIC POLICY REQUIREMENTS

There are a number of public policy requirements
with which applicants and grantees must comply.
Where requirements are applicable to subgrantees
and contractors, the individual section so states.
These policies are intended to ensure fairness, equity,
and physical and other protections in activifies re-
ceiving PHS financial assistance. This section lists
these principal policies and cites the applicable sup-
porting statute, regulation, or othef source
documents. In addition, this section explains the ap-
plicability of the particular policy to the types of pro-
grams supported by PHS. This listing is not ex-
haustive. Additional requirements and necessary
documentation will be detailed in the application or
other materials provided to applicants. Public policy
provisions that are to be included in contracts under
grants (or under subgrants) are included in the pro-
curement standards prescribed by 45 CFR 74, Sub-
part P.

I. Civil Rights

A. Title VI of the Civil Rights Act of 1964 provides
that no person in the United States shall, on the
grounds of race, color, or national origin, be ex-
cluded from participation in, be denied the bene-
fits of, or be subjected to discrimination under
any program of activity receiving Federal finan-
cial assistance, whether directly or under a sub-
grant arrangement. The HHS regulation imple-
menting this requirement is contained in 45 CFR
80. Every domestic applicant organization is re-
quired to have an Assurance of Compliance
(Form HHS-441) on file with the Office for Civil
Rights, Office of the Secretary, HHS, before a
grant may be made to the organization. For ap-
plicant organizations that have not previously re-
ceived HHS support, the proposed PHS award-
ing office will provide the assurance form to the
applicant and will provide instructions on sub-
mitting the completed form. This requirement is
also applicable to subgrantees.

Individual fellows must have been lawfully admitted for perma-
nent residence at the time of application: trainees must have becn
lawfully admitted for permanent residence at the time of appoint-
ment. This must be documented by the individual's possession of
an alien registration receipt card I-15f or [-55¢.
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Section $04 of the Rehabilitation Act of 1973, as
amended, provides that no otherwise qualified
handicapped individual in the United States shall,
solely by reason of the handicap, be excluded
from participation in, be denied the benefits of,”
or be subjected to discrimination under any pro-
gram or activity receiving Federal financial assist-
ance, This requirement also applies to sub-
grantees and contractors under grants. The HHS
regulation at 45 CFR 84 implements this require-
ment. Subpart F of that regulation applies specif-
ically to health programs and prohibits recipients
of Federal financial assistance from discriminat-
ing on the basis of handicap in the provision of
benefits or services. This regulation requirss an
assurance by the applicant (Form HHS-641) that
HHS-funded activities will be available and ac-
cessible to handicapped persons, and that there
will be no discrimination in employment based on
an individual’s handicap. The required assurance
-must be on file with the Office for Civil Rights,

- Officé of the'Secretary, HHS, before a grant may

be made to an organization. When such an assur-
ance has not been filed, the PHS awarding office
from which support is being sought wili provide
that applicant with the required form and will
provide instructions as to where to send the com-
pleted form.

. The Age Discrimination Act of 1975 prohibits

unreasonable discrimination on the basis of age
in any program or activity receiving Federal fi-
nancial assistance, This requirement is also appli-
cable to subgrantees and contractors under
grants. The HHS regulation implementing the
provisions of this Act is at 45 CFR 90,

. All PHS grantees are encouraged to adopt prac-

tices that will eliminate sex discrimination and en-
courage sex fairness, including but not limited to,
using language that represents both genders,
avoiding sex stereotyping and representing
women equitably in leadership and policymaking
positions.

Title IX of the Education Amendments of 1972
(in particular, section 901 of those amendments)
provides that no person in the United States shall,
on the basis of sex, be excluded from participa-
tion in, be denied the benefits of, or be subjected
to discrimination under any educational program
or activity receiving Federal financial assistance,
whether directly or under a subgrant or contract
under a grant. The HHS regulation at 45 CFR 86
implements this requirement. The applicant {or
proposed subgrantee or contractor) is required to
submit an assurance to the Office for Civil
Rights, Office of the Secretary, HHS, before a
grant, subgrant or contract under a grant may be
made.

Section 704 of Title VII and Section 855 of Title
VHI of the Public Health Service Act, as




amended, forbids the extension of Federal sup-
port for health manpower and nurse training pro-
grams authorized under those titles to any entity
that discriminates on the basis of sex in the ad-
mission of individuals to its training programs.
The regulation implementing this requirement is
at 45 CFR 83. The applicant is required to submit

an assurance (Form 590 or 590B) to the Office for

Civil Rights, Office of the Secretary, HHS,
before a grant may be made,

E. Section 407 of the Drug Abuse Office and Treat-
ment Act of 1972, as amended, provides that
drug abusers who are suffering from medical con-
ditions shall not be discriminated against in ad-
mission or treatment because of their drug abuse
or drug dependence, by any private or public gen-
eral hospital that receives- support in any form

from any federally funded program. This prohi--

bition is extended to all outpatient facilities
receiving or benefiting from Federal financial as-
.. sistance by 45 CFR 84.-This prohibition alsg-ap-
plies to subgrantees and contractors under grants.

F. Section 321 of the Comprehensive Alcohol Abuse

and Alcoholismn Prevention, Treatment, and Re-
habilitation Act of 1970, as amended, provides
_that aleohol abusers and alcoholics who are suf-
fering from medical conditions shall not be dis-
criminated against in admission or treatment,
solely because of their alcohol abuse or alco-
holism, by any private or public general hospital
that receives support in any form from any feder-
ally funded program. This prohibition is ex-
tended to all outpatient facilities receiving or ben-
efiting from Federal financial assistance by 45
CFR 84, This prohibition also applies to sub-
grantees and contractors under grants.

G. Section 408 of the Drug Abuse Office and Treat-

ment Act of 1972 (Public Law 92-255), as
amended, Section 501 of the Mental Health Sys-
tems Act (Public Law 96-398), and Section 333 of
the Comprehensive Alcohol Abuse and Alcohol-
ism Prevention, Treatment and Rehabilitation Act
of 1970 (Public Law 91-616), as amended, require
that certain records be kept confidential except
under certain specified circumstances and for
specified purposes. These include records of the
identity, diagnosis, prognosis, or treatment of any
patient that are maintained in connection with the
performance of any activity or program telating to
drug abuse prevention; i.e., drug abuse education,
training, treatment, or research, or alcoholism or
alcohol abuse education, training, treatment, re-
habilitation, or research that is directly or indi-
rectly assisted by the Federal Government, These
statutory requirements have been implemented in
PHS regulations at 42 CFR 2.

I1. Environmental Impact

The National Environmental Policy Act of 1959
{NEPA) (Public Law 91-190) establishes national
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policy goals and procedures to protect and enhance
the environment, This act applies to all Federal agen-
cies and requires them to consider the probable envi-
ronmental consequences of any major Federal ac-
tivity, including activities of other organizations
operating with the concurrence or support of a
Federal agency. This includes grant-supported ac-
tivities,

To administer the provisions of NEPA, HHS re-
quires that the environmental aspects of all-requests
for assistance involving construction,® including
projects involving the acquisition and/or moderniza-
tion of existing buildings, and certain requests for as-
sistance involving nonconstruction projects are re-
viewed and evaluated by the technical staff of the
HHS reviewing office prior to approval or other ac-
tion on the application. For nonconstruction project
grants, PHS agency heads must determine what cate-
gories of activities or programs may have little envi-
ronmex}.(;al impact and should be excluded from
NEPA:requirements. Actions that qualify for cate-

gorical exclusions i.e. “screened out,” will be pub-

lished in the Federal Register.

In addition, the Department’s policy includes pub-
lic comment and participation as a part of the en-
vironmental impact review process. Potential ap-
plicants for construction projects and non-excluded
activities under programs subject to OMB’s Project
Notification and Review System (A-95, ‘‘Preaward
Process—External Review Requirements’) are re-
quired to include in their notifications to State and
areawide clearinghouses a2 request for comments on
the project’s potential environmental impact of the
project and to submit such commetits with the com-
pleted application.

Project Grants

Except as provided below, all applications for con-
struction assistance including assistance to acquire or
modernize existing buildings, shall be accompanied
by the applicant’s own separately bound environ-
mental analysis to facilitate PHS review and evalu-
ation prior to approval or other action on the ap-
plication. An envircnmental analysis means a written
review that (1) lists the environmental effects that are
expected to occur as a result of the proposed action;
(2) defines the current and future implications of
these effects; and (3) lists any proposed actions or
safeguards to avoid or reduce any negative environ-
mental effects.

For those prograins or activities that ha\[e been
“screened out’’ from routine NEPA processing, no

-environmental analysis is necessary, except in those

unusual situations where a significant environmental
consequence is anticipated by either the applicant or

254¢ Appendix III in regard to construction grants.




an official of the PHS awarding office. In such a
case, an environmental analysis shall be provided
with the application.

HI. Flood Insurance

The Flood Disaster Protection Act of 1973 (Public
Law 93-234) provides that no Federal financial assist-
ance to acquire, modernize, or construct property
may be provided in identified flood-prene ¢commu-
nities in the United States unless the community par-
ticipates in the National Flood Insurance Program
and flood insurance is purchased within one year of
such identification. Listings of flood-prone areas

- that are eligible for flood insurance are published in

the Federal Register by the Department of Housing
and Urban Development (HUD).

The flood insurance purchase requirement is ap-
plicable to both public and private applicants for
PHS support, including applicants under mandatory
(formula) grant programs where PHS approves or

- s¥==yatifies the expenditure of funds to acquire, miodern-

ize, or construct property on a project basis.

IV. Historic Properties

Under the provisions of Section 106 of the Na-
tional Historic Preservation Act of 1966, the Sec-
retary of the Interior has compiled a national register
of sites and buildings that are of significant im-
portance to America’s history.?

The applicant and the PHS awardmg office must
jointly determine whether activities using PHS finan-
cial assistance will affect a property listed in the Na-
tiona! Register. Although this requirement applies to
all construction, acquisition, and modernization ac-
tivities, it may also apply to other PHS grant-sup-

-ported activities, This must be a preaward deter-

mination. If a designated historic property is to be
affected, the applicant must obtain clearance from
the appropriate State Historic Preservation Office
before submitting the application for A-95 clear-

inghouse review (see ‘‘Preaward Process—External

Review Requirements’” and Appendix VI).

VY. Relocation Assistance and
Real Property Acquisition

The Uniform Relocation Assistance and Real Pro-
perty Acqmsxuon Policies Act of 1970 (Public Law
91-646) reqmrcs certain assurances for those PHS fi-
nancial assistance projects conducted by a State
agency that invelve the acquisition and/or moderni-
zation of real property or cause the displacement of
persons, businesses, or farm operations. The HHS
regulation implementing those provisions is at 45
CFR 15.

¥This listing may be obtained from the individual State Liaison
Officers designated by their respective States to administer this
program, or from the Advisory Council on Historic Pres¢rvation,
1522 X Street, N.W., Washington, D.C. 20005. A listing of the
State Liaison Officers is included in Appendix VI.

The term **State agency'' means any department,
agency, or instrumentality of a State(s). For the pur-
poses of 45 CFR 15, this includes the State itself, a
political subdivision of a State, and State or local in- .
stitutions of higher education or hospitals, or any de-
partment, agency, or instrumentality of two or more
States. This term also includes a private nonprofit en- .
tity when such an entity receives PHS funds to act as
an agent or contractor of a State agency in the dis-
charge of the State agency's responsibilities. Indian
tribes and tribal organizations are also subject to
these requirements.

The applicant must ensure that (1) fair and reason-
able relocation payments and advisory services will

" be provided to or for displaced persons and that safe,
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decent, and sanitary replacement dwellings will be
available to such persons within a reasonable period
of time prior to displacement, and (2) the State
agency will be guided by the land acquisition policies
of the act and the property owners will be paid or re-
imbursed for necessary expenses as. specified by thé’E
act. These assurances must be contained in or accom-
pany all applications that are subject to this policy.

Additional details regarding this requirernent are
contained in 45 CFR 15.

Y1. Elimination of Architectural Barriers to the
Handicapped in Construction Supported by
Grant Funds

All grants for construction of new facilities* must
include provisions for making the facilities accessible
to and usable by the physically handicapped. Where
assistance is provided for alteration or renovation
(including modernization and expansion) of existing
facilities, the altered facility (or part of the facility)
must include such provisions to the maximum extent
possible. Minimum standards for facilities used by
the handicapped are contained in ‘‘Specifications for
Making Buildings and Facilities Accessible to and
Usable by the Physically Handicapped® (American
National Standards Institute, Inc. A.117.1, 1961; re-
affirmed 1971).* These minimum standards must be
included in the specifications for any PHS-funded
new construction unless the grantee proposes to sub-
stitute standards that meet or exceed these standards.
These standards must also be included in the speci-
fications of any PHS-funded renovation to the max-
imum extent possible, Applicants for such assistance
must ensure that the facility will comply with these
standard specifications (see discussion of 45 CFR 84
in subsection I.B. under *‘Civil Rights’). The appli-
cant will be responsible for conducting inspections to
ensure compliance with these specifications by any
contractor performing construction services under he
grant.

4See Appendix 111 also in regard to construction grants.
3Copies may be obtained from the American National Stand-
ards [nstitute, [nc., 1430 Broadway, New York, New Yark [0018.
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The only exception to this requirement is in those
programs where the governing legislation may pro-
scribe the inclusion of special provisions. for the
handicapped.

VII. Human Subjects

Section 474(a) of the Public Health Service Act
(P.L. 93-348) as implemented by HHS regulation 45
CFR 46 requires basic protection for human subjects
involved in PHS grant supported research activities.
Human subject is defined in the regulation as *‘a liv-
ing individual about whom an investigator [whether
professional or student] conducting research obtains

(1) data through intervention or interaction with the

individual, or (2) identifiable private information."
The regulation extends to the use of humar organs,
tissues, and body fluids from individually iden.
tifiable human subjects as well as to graphic, written,

or recorded information derived from individually

identifiable human subjects. The regulation also spe-

.cifies additional ptbiections Tor certain classes of

human research involving fetuses, pregnant women,
human in vitro fertilization and prisoners. However,
the regulation exempts certain categories of research
involving human subjects, which normally involve
little or no risk. The exemptions are listed in

" 46.101(b) of the regulation.

HHS regulation 45 CFR 46 defines research as

.. 'systematic investigation designed to develop or con-
- tribute to generalizable knowledge.”” Activities meet-

ing this definition constitute “‘research™ for purposes
of applying the regulation even if they are supported
by a grant which might have as its overall purpose an
activity which is not primarily research, For example,
some *“‘demonstration,’ ““training,’’ and ‘‘service”’

- programs may include research activities. Research

activities may involve interaction with the individual
or intervention, or may. entail only the obtaining of
identifiable private information. “Interaction’ in-

_cludes communication or interpersonal contact be-

tween the researcher and the subject. “Intervention”
includes both physical procedures by which data are
gathered or generated and manipulations of the sub-
ject or the subject’s environment that are performed
for research purposes. ‘‘Obtaining of private infor-
mation’’ is covered by the regulations when the infor-
mation is individually identifiable and the informa-
tion is either about the individual's behavior in a
context in which there is reasonable expectation that
no observation or recording is taking place; or is in-
formation provided for specific purposes with the
reasonabie expectation that it will not be made public
{e.g., a medical record).

Research covered by regulation 45 CFR 46 will not
be funded unless it has been reviewed and approved
by an institutional review board (IRB). The board
will determine that:

1. the risks to subjects are minimized by appropriate safe-
guards;
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2. the risks are reasonable in relation to anticipated benafits
for the subjects and the importance of the knowledge that
may reasonably be expected to result;

3, informed consent will be sought from subject and doc.
umented; and -0

4. selection of subjects is equitable and is guided by considera-

tion for appropriate safeguards for any subjects likely to be
vulnerable to undue influence,

The institution which receives or is accountable to
the Department for a PHS grant has primary respon-
sibility for safeguarding the rights and welfare of in-
dividual human subjects involved in research activi-
ties supported by the grant. In regard to project grant
awards, institutions applying for -PHS awards for
non-exempt human subject research are required to
provide written Assurances of Compliance with 45
CFR 46.and to file with the application a certification
(Form HHS 596) that the proposed research activity
has been reviewed and approved by an IRB in com-
pliance with 45 CFR 46. Certain types of applications
for project grant awards are submitted with the
knowledge that human subjects may be involved

within the period of funding but definite plans are -

not set forth in the application, such as institutional
type grants, research training grants, or projects
which require completion of prior scientific studies.
Before human subjects may be involved in non-ex-
empt research activities supported by these types of

awards, the research activity must be reviewed and

approved by an IRB and certification (Form HHS
596) submitted to the PHS. With regard to block
grant awards, no human subjects may be involved in
non-exempt research activities supported by block
grants unless the research activity has been reviewed
and approved by an IRB established in compliance
with 45 CFR 46. No individual may receive PHS
grant funds for non-exempt human subjects research
unless the individual is affiliated with or sponsored
by an institution which assumes responsibility for the
research under a written Assurance of Compliance or
the individual makes other arrangements with the
Department.

Before award, PHS staff (or other application re-
viewers) are responsible for determining inde-
pendently whether human subjects are involved,
whether the research is exempt, and whether protec-
tions for the subjects are adequate. The Office for
Protection from Research Risks, National Institutes
of Heaith, Bethesda, Maryland 20205, is responsible
for the implementation of, and compliance with, 45
CFR 46 for HHS. Information concerning the
preparation and negotiation of assurances as well as
copies of the regulation may be obtained from that
Office.

VIII. Sterilization

HHS and PHS have established certain limitations
on the performance of nonemergency sterilizations
by PHS grant-supported programs or projects that




are otherwise authorized to perform such steriliza-
tions. PHS has issued regulations that establish safe-
guards to ensure that such sterilizations are per-
formed on the basis of informed consent, and that
the solicitation of consent is not based on the with-
holding of benefits. These regulations, published at
42 CFR 50, Subpart B, apply to the performance of
nonemergency sterilizations on persons legally cap-
able of consenting to the sterilization.

Federal financial participation is not available for
any sterilization procedure performed on an indi-
vidual who is (1) under the age of 2I, (2) legally
incapable of consenting to the sterilization and
declared mentally incompetent, or (3) institution-
alized. The requirements in this section also apply to

subgrantees and contractors under grants.

IX. Abortions and Related Medical Services

Federal financial participation is generally not

* available for the perforniance of: dfi*abortion in a

grant-supported heaith services project. This limita-
tion also applies to subgrantees and contractors
under grants,

For further information on this subject, consult
the regulation at 42 CFR 50, Subpart C.

X. Recombinant DNA and Institutional
Biosafety Commifttees

Each institution where research involving recombi-
nant DNA technology is being, or will be, conducted
must establish a standing Biosafety Committee. Re-
quirements for the composition of such a committee
are given in Section IV of Guidelines for Research In-
volving Recombinant DNA Molecules, (43 FR
60108),5 which also discusses the roles and responsi-
bilities of principal investigators and grantee institu-
tions. A roster of the members of the Institutional
Biosafety Committee must be submitted to the Office
of Recombinant DNA Activities, National Institutes
of Health (NIH), Building 31, Room 4AS52,
Bethesda, Maryland 20205. At a minimum, this
should include the names, addresses, occupations,
and qualifications of the chairperson and members
of the committee. The committee is required to re-
view each proposed project for recombinant DNA
experiments and certify that it has found the pro-
cedures, project, personnei, and facilities adequate
and in compliance with NIH Guidelines, Guidelines
for Research Involving Recombinant DNA Mol-
ecules and Adminisirative Practices Supplement
should be consulted for complete requirements for
the conduct of projects involving recombinant DNA
technology. This requirement is also applicable to
subgrantees and contractors under grants.

$These guidelines may be obtained from the Office of }{c;ombi—
nant DNA Activities, National Institutes of Health, Building 31,
Room 4A-52, Bethesda, Maryland 20205,
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XI. Animal Welfare

.Principal investigators and project directors, and
the grantee institution or organization are responsi-
ble for the humane c¢are and use of animals in PHS
grant supported projects. (‘‘Animal’’ means any live,
vertebrate animal used or intended for use in re-
search, experimentation, testing, training, or related
purposes. “‘Animal facility” means any building,
room, area, or vehicle designed to confine, transport,
maintain, or use animals,)

No PHS grant involving the use of animals or ani-
mal facilities by grantees, subgrantees, or contractors
under grants will be made unless a responsible offi-
cial of the institution that proposes to use the animals
or animal facilities (or the institution with which an
applicant individual is affiliated) has provided an ac-
ceptable written assurance to the Office for Protec-
tion from Research Risks (OPRR), National Insti-
tutes of Health that (1) the institution is committed to

complying with the Animal Welfare Act (Public Law’™

89-544, as amended), the Guide for the Care and Use
of Laboratory Animals' (most recent edition, revised
1978), the principles for the use of animalis included
in that guide, and other applicable laws and regu-
lations, and (2) the institution has appointed and will
maintain a committee to provide oversight of its ani-
mal care program. The committee should, in general,
consist of five members, including at least one veteri-
narian, and its membership must be reported to
QOPRR as part of the assurance.

The assurance must also indicate how the institu-
tion will review its facilities for warmblooded ani-
mals for conformance with the provisions of the
guide. This may be accomplished by accreditation by
the American Association for Accreditation of Labo-
ratory Animal Care, or by a review, at least annually,
of animal facilities and procedures by the institution’s
established committee.

A complete new assurance must be submitted to
OPRR once every 5 years. However, significant
changes in assurance status or problems encountered
in implementing this policy should be reported to
OPRR as they occur. Information concerning the
preparation and negotiation of assurances may be
obtained from that office.

Recipients must maintain records of committee ac-
tivities (including recommendations and determina-
tions) and/or records of accrediting body determina-
tions. These records shall be treated as grant-related
records for purposes of access and retention (see
“Postaward Administration—Record Retention and
Access™).

7A single copy of this document may be obtained without charge
by writing to the Office of Science and Health Reports, Division of
Research Resources, Nationa! Institutes of Health, Bethesda,
Maryland 20205, Multiple copies ar¢ available from the Superin-
tendent of Documents, Government Printing Office, Washington,
D.C. 20024 (Stock No, 017-040-00427-3).




Review of individual proposals or projects involv-
-ing animals by the institutional committee is encour-
aged but not required.

X11. Student Ulir&st Provisions

Ne PHS funds shall be used to provide a loan, loan
guarantee, a grant, salary, or any remuneration
* whatever to any individual applying for admission,
attending, employed by, teaching at, or doing re-
search at an-institution of higher education who has
- engaged in conduct on or after August I, 1969, that
involves the use of {or the assistance to others in the
use of) force, the threat of force, or the seizure of
property under the control of an institution of higher
education to require or prevent the availability of a
certain curriculum, or to prevent the faculty, admin-
istrative officials, or students in such institution from
engaging in their duties or pursuing their studies at
_such institution. This prohibition stems from lan-
guage in HHS's annual appropriations act.

The primary responsibility for observing and com-
plying with the terms of this provision rests with the
institutions of higher education receiving PHS
awards or, where payments are made directly, with
the individuals receiving such payments. Fair notice
shall be given to an affected individual of any pro-
posed cessation of payment, and an opportunity for
2 hearing shall be provided.

2. Notices of Grant Award or information contained therson
including project title, grantee organization, principal in-
vestigator or program director, and amount of award are
available. A general description of the approved project is
also available upon request.

. Interim and final progress reports.

- Reports of expenditures (Financial Status Reports).

. Final reports of any audit, survey, review, or evaluation of
grantee performance that have been transmitted to the
grantee.

The organization that submitted the application
and the project director or principal investigator will
be notified by the PHS awarding office in the event
of a Freedom of Information request and will be in-
formed as to whom the documents will be released.
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Requests for access to records or documents con-
taining the following types of information may be
denied in whole or in part by designated PHS or
HHS officials:

L. Pending or disapproved applications for new research and

resgarch training grants.

2; Findicial inffofaation pertaining to an individual, such as
the salaries of named project personnel.

1. Information subject 10 the provisions of the Privacy Act of
1974 (see below), =

4. Information of a confidential nature (personal, medical,
or otherwise) that if disclosed would constitute a clearly
unwarranted invasion of personal privacy.

5. Opinions in interagency or intraagency memoranda or let-

ters expressed by Government officers, employees, or con-

sultants, including transcripts or summaries of discussions

of applications by advisory bodies.

Iy 6. Information that if relcased would adversely affect patent
N/h\ or other valuable commercial rights of the recipient or
Lo USES OF INFORMATION third party.

Following are policies that applicants should be
aware of as they prepare their applications. These poli-
cies are of a general nature, however, and their applica-
bility extends beyond the preaward stage. Applicability
will be specified in each section, if necessary, to distin-
guish between types of awards and/or types of grants.

Release of Information

The Freedom of Information Act

The Freedom of Information Act (P.L. 90-23) as
amended, and associated public information reguia-
tions of HHS (45 CFR 5) require the release by PHS
of certain grant documents and records requested by
members of the public. The intended use of informa-
tion pertaining to PHS grants or awards will not be a
criterion for release. These policies and regulations
apply to information in the possession of PHS and
do not require recipients or contractors under grants
to permit public access to their records.

The following indicate the types of material that will
generally be released, subject to the stated qualifications
concerning timing and nondiscloseability:

1. Application information is available only after the inirial

L' P award has been funded. Information contained in continua-

tion and supplemental applications, which is not exempted by
45 CFR §, is generally available.
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If a document contains both discloseable and nondis-
closeable information, the nondiscloseable information
will be deleted by a designated PHS or HHS informa-
tion officer or by another PHS official with the concur-
rence of the requester, and the balance of the record
will be disclosed even though the balance of the record
might not be readily intelligible.

The Privacy Act

The Privacy Act of 1974 (Public Law 93-579) pro-
vides certain safeguards for individuals against inva-
sions of personal privacy. These safeguards include
(1) the right of individuals to determine what infor-
mation about them is maintained in Federal agencies’
files and to know how that information is used, and
(2) the right of individuals to have access to such rec-
ords and to correct, amend, or request deletion of in-
formation in their records that is inaccurate, irrele-
vant, or outdated.

The act also imposes requirements on Federal
agencies with respect to the manner in which they col-
lect, use, disseminate, and maintain records contain-
ing information pertaining to specific ‘individuals.
For example, information obtained for-one purpose
cannot be used for other purposes without the con-
cerned individual’s consent.
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Records maintained by PHS with respect to grant
applications, grant awards, and the administration of
grants are subject to the provisions of the Privacy
Act and the implementing regulation issued by HHS
(45 CFR Sb) if they constitute a ‘‘system of records®’
as defined in that regulation. Records maintained by

_ grantees are not subject to the requirements of 45

CFR 5b.

The consideration of a request for information con-
cerning an individual, made by a party other than the
subject individual, will take into account both the right
to know of the requester (undcr the Freedom of Infor-
mation Act) and the right to privacy of the individual to
whom the record pertains (under the Privacy Act).

Salary Information in Application

Applicant organizations shall have the option of
omitting specific salary rates or salary amounts for
individuals from copies of grant, applications that are
made available to outside reviéwers. For this pur-
pose, the term “‘outside reviewers' refers to persons
who are not reguiar employees of PHS. This option
would apply to types of applications subject to objec-
tive review requirements, €.g., new applications and
competing continuation applications, under pro-
grams where personnel costs are required to be
shown by position. When an applicant exercises this
option, the following conditions shall apply:

1. Specific salary rates must be included in or attached to one
copy of the application, which will be resiricted to use by
PHS employees.

2. All other copies, which will be made available to outside re-
viewers, should show undetailed salary summary totals, but
must include at least the following information for each indi-
vidual who is identified in the applications as working or ex-
pected (0 work on the grant-supported activity:

a. The name of the individual if known, and the position
or job title.

b. Pecentage of 1ime or effort or hours per week expected
to be devoted to work on the project.

¢. Whether or not salary support is requested from the
grant.

Under some programs, applicants (primarily non-
governmental applicants) are also required to submit
other types of confidential information to PHS in
their applications, such as information about the ap-
plicant organization's financial status or structure.

Any confidential information, including salary in-
formation, need not be included with applications
submitted to A-95 clearinghouses and Health Sys-
tems Agencies for review, but an identification of
any items withheld should be attached to those
copies. (See “‘Preaward Process - External Review
Requirements’’ for information on submitting confi-
dential information to health planning agencies.)

Information Collection Under Grants

The use of grant funds for the collection of informa-
tion is governed by the following criteria: No grant shali
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be awarded with a primary objective of collecting infor-
mation intended primarily for the use of the Govern-
ment or third parties specifically designated by the Gov-
ernment. Contracts shall be used for this purpose unless
a grant is specifically required by legislation. However,
rccxpxents may use PHS grant funds to collect informa-
tion under the following conditions:

1. When the coltection of information is not a primary objec-
tive of the grant, but is incidental to, or is an integral part
of, a grant-supported activity.

2. When the collection of information is a primary objective
of the grant, but such information is not intended primar-
ily for the usc of the Government or a party designated by
the Government.

When information is collected according to either of
the two conditions above, recipients are prohibited
from representing to their respondents that the infor-
mation is being collected for, or in association with, the
Federal Government unless PHS awarding office ap-
proval has been obtained, and the Office of Manage-

.~ment and Budgc; {OMB).report clearance procedures
"(as contained in OMB Circlar A40, revised) have been

followed where required. (When OMB approval is re-
quired, the PHS awarding office is responsible for ob-
taining the necessary prior clearance.) However, this
prohibition shall not preclude recipients from making
the required general acknowledgement of FHS grant
support when publishing the results of the grant-sup-
ported effort (see “Postaward Admlmstratmn—Pubh-.
cations’").

OMB clearance is required whenever PHS spon-
sors the use of a reporting form or plan to collect
identical kinds of information or data from 10 or
more pPersons.

"A reporting form or plan used by a grantee is con-
sidered to be sponsored by PHS when one or more of
the following circumstances exist:

1. The PHS awarding office authorizes the recipient to repre-
sent to reéspondents that the information is being collected
for, or in association with, PHS.

2. The recipient uses the report form or plan to collect infor-
mation that PHS has requested for the planning, opera-
tion, or evaluation of its program.

3. The terms of the award provide for PHS awarding office
approval of the study design, questionnaire content, or
data collection procedure.

4, The terms of the award provide for either submission of
the data for individual respondents or the preparation and
submission of special requested tabulations to the PHS
awarding office.

PHS and OMB approval may also be required if
the use of a report form or plan presents a relatively
high risk of unwarranted invasion of privacy.

Collection of the following types of information is
not subject to the clearance requirements under OMB
Circular A-40, revised:

. Health professions data as described in Section 708 of the
PHS Act, as amended;

2. Tests or examinations given individuals for determining
knowledge, abilities, or aptitudes of the person tested, and
the collection of information for identification or classifi-
cation in connection with such tests:
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3. Information from patients which is to be used exclusively for

: the purpose of rescarch on or direct treatment of a clinical dis-

order or for the interpretation of biological analyses of body

fluids, tissues, or othet specimens, or for identification or

classification of such specimens. (See OMB Circular A-40 for
additional exemptions from clearance requircments.}

'EXTERNAL REVIEW REQUIREMENTS

The following sections deal with required reviews
by organizations outside PHS of certain types of ap-
plications and requests for support. Where required
under discretionary grant programs, these reviews
must be completed prior to the PHS objective review
of an application. The reviews discussed below are in
addition to reviews, such as single State agency re-
views, that may be legislatively mandated for certain
programs.

OMB Circular A-95 Clearinghouse
Requirements

Part | of Attachment A of OMB Circular A-95 es-
tablishes a Project Notification and Review System
(PNRS) that utilizes a network of State and areawide
planning and development clearinghouses to coordi-
nate federally assisted projects or programs with
State, areawide, and local planning for the orderly
development of facilities and services. According to
the PNRS requirements, an applicant seeking project
grant support under most PHS planning, service, and
construction grant programs, that is, those having an
impact on State, areawide, or local development,
must notify the appropriate State and areawide clear-
inghouses of its intention to apply for Federal assist-
ance. If the application is for a statewide project that
does not affect areawide or local planning and pro-
grams, the notification need be sent to the State
clearinghouse only. (Program announcements and
application kits will contain information as to the
need for A-95 review. Listings of applicable pro-
grams also appear in Attachment D of OMB Circular
A-95 and Appendix I of the Catalog of Federal Do-
mestic Assistance.) The names and addresses of the

‘pertinent clearinghouses may be obtained from the

Grants Management Officer of the PHS awarding
office (see Appendix A).

These requirements are generally applicable to pre-
applications, new applications, competing continua-
tion applications, and substantive programmatic
changes or amendments to approved applications
under covered programs. Noncompeting continua-
tion applications within an approved project period
are subject to A-95 review requirements only if clear-
inghouses have not had a previous opportunity to
review an application for a project or-the clearing-
house requests such a review.

Applications from federally recognized Indian
tribes are not subject to PNRS. However, federally
recognized Indian tribal governments that have es-
tablished a mechanism for coordinating the activities
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of tribal entities may request that the PHS awarding
office require applications from such Indian groups
to be reviewed by the tribal coordinating mechanism
as if it were a State or areawide clearinghouse.

Notification to the clearinghouses of the intent to
apply for Federal assistance should be made as soon
as the applicant can provide useful information con-
cerning the type, purpose, estimated cost, beneficiary
population or other aspects of the proposed project,
the location of the proposed project, the PHS pro-
gram under which support is being sought, any envi-
ronmental or historical impact anticipated, and the
estimated date the applicant expects to formally file a
completed application with PHS.

In the absence of any contrary instructions from
clearinghouses, applicants must use Standard Form
(SF) 424, ‘“Notification of Intent to Apply for Fed-
eral Assistance,” to notify the clearinghouses. This
form|, which serves as the face page of application for
PHS: 5161-1, is‘dvailable from thé grartsmatiage-
ment office of the PHS awarding office from which
assistance will be sought (see Appendix I). In addi-
tion, where the PHS awarding office requires (or the
applicant voluntarily decides to submit) a preapplica-

tion, copies of the preappliication should be sent to -

the appropriate State and areawide clearinghouses at
the same time that the preapplication is submitted to
PHS.

Clearinghouses have 30 days after receipt of a No-
tification of Intent to Apply to conduct its review, in-
form other agencies and governmental units that may
be affected by the proposed project, and to arrange
for consultation with the applicant, as necessary. The
clearinghouse review may be completed in this period
and comments submitted to the applicant, or if unre-
solved issues remain, discussions may continue while
the application is being prepared. If requested by the
clearinghouses, the applicant must submit copies of
the application to them for review. Clearinghouses
may then have an additional 30 days to review and
comment on the application. {If the applicant did not
file a preapplication or Notification of Intent to
Apply, clearinghouses may have up to 60 days to
review and comment on the application, which must
be submitted to them for review.) At the same time
that the application is submitted to the clearing-
house, copies should be provided to PHS and, if re-
quired, to the appropriate Health Systems Agency or
Statewide Health Coordinating Council (see ‘‘Health
Planning and Development Reviews' and ““Joint or
Concurrent A-95-HSA Reviews' in this section).

1If the applicant receives no response from the
clearinghouse by the end of the 30/60 day period
allotted for clearinghouse review of the application,
it should notify PHS that no clearinghouse response
was received. Clearinghouse comments will be for-
warded to both the applicant and the PHS awarding
office. If necessary the applicant shall then forward
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to the PHS awarding office a statement of the appli-

cant’s position with respect to those comments and

any changes if any that will be made in the applica-
tion.

The applicant’s failure to provide the clearing-
house an opportunity to comment or to notify PHS
that no comments were received from the clearing-
house(s) will result in a delay in the PHS review of
the application.

With the issuance of Executive Qrder 12372, July
14, 1982, the Office of Management and Budget
{OMB} must take action to revoke OMB Circular
A-93. The circular will remain in effect until revised
agency coordination procedures have been approved,
however, this may not extend beyond April 30, 1983,
Applicants need to contact the PHS awarding office

“to which they are applying to obtain information on

the coor_‘dinarion procedures which must be followed.

Multijurisdictional Areas—
Coordination of Planning

Part IV of OMB Circular A-95 establishes require-
ments for, and minimum procedures to achieve, coor-
dination of federally assisted planning and development
in multijurisdictional areas. A multijurisdictiona! area
is any geographic area comprising, encompassing, or
extending into more than one unit of general local gov-
ernment,

Under the provisions of Part IV of OMB Circular
A-95, States are encouraged to establish sub-State
districts or regions to serve as common and consist-
ent geographic bases for planning and development
activities. When a PHS grant program requires that
the State be divided into geographic areas for pur-
poses of planning, assigning service responsibilities
to local agencies, dispersing needed facilities or other
resources, or assigning funding priorities, or requires
that the grantee assume responsibility for a formally
designated geographic area, such areas must conform
to the State’s common planning districts, where es-
tablished, unless there is a clear justification for non-
conformance. Whether or not the State has estab-
lished such districts, the Governor(s) of the State(s)
in which the designated area(s) would be located
must be given the opportunity to review and com-
ment. For discretionary grants, this will be accom-
plished during review of the application by the State
A-95 clearinghouse. Where planning and develop-
ment districts or regions have not been established,
major units of general focal government and the ap-
propriate Federal Regional Council must also be con-
sulted.

For grant programs supporting areawide planning
activities, a grantee other than an areawide planning
agency designated under Part [ of OMB Circular
A-95 shall coordinate its activities and seek to enter
into a memorandum of agreement with that agency.
The agreement must identify activities requiring co-
ordination, delineate organizational and procedural

arrangements for coordinating such activities, ar-
range for sharing of resources, and contain base
data, statistics, and projections that have been agreed
upon as the bases for planning in the area.

Health Planning and Development
Reviews

The National Health Planning and Resources De-
velopment Act of 1974 (Public Law 93-641) added a
new Title XV to the Public Health Service Act, that
authorized the designation of Health Systems Agen-
cies (HSAs) to provide for effective health planning
and for promouon of the necessary development of
health services, manpower, and facilities within iden-
tified health service areas. One of the functions of
these agencies is to review and approve or disap-
prove, or review and comment on, as appropriate,
specified proposed uses of Federal funds within their
health service area. {See Title XV of the PHS Act and
42 CER 122 for the applicability of this rcqu;remem,f
and associated procedures.) -

These review and approval or disapproval require-
ments are applicable to funds avaitable under the
PHS Act if the propesed uses are for the purpose of
developing, expanding, or supporting heaith re-
sources. NOTE: Under the provision of the Omnibus
Budget Reconciliation Act of 1981, PL 97-35, the
Secretary may exempt an HSA from the require-
ments of this function upon application or may, by
regulation, so exempt all HSAs, provided he finds
Federat funds available are insufficient to the task.

An HSA may only review and comment on (rather
than approve or disapprove) proposed uses of funds
under these Acts for projects that will be located in or
will specifically serve, a federally recognized Indian
reservation or designated Indian areas in Oklahoma
or Alaska.

The health planning legislation requires that the
general public be given access to all applications re-
viewed by the HSA. Therefore, if an application con-
tains material which the applicant believes to be con-
fidential or proprietary and which should not become
public, the applicant may submit a summary of this
material to the PHS awarding office along with a
copy of the application. If the awarding office deter-
mines that the material is confidential or proprietary
and that the summary is full and accurate, the appli-
cant may submit the summary to the HSA along with
the application, deleting the portion of the applica-
tion which has been summarized.

HSAs are allowed 67 days from the date of receipt
of the complete application or PHS approved sum-
mary to make this review, If an HSA disapproves a
proposed use of funds in its health service area on the
basis of this review, the PHS awarding office may
not make an award unless a decision is made to con-
sider the application for funding notwithstanding the
HSA disapproval in accordance with the procedures
established by PHS.
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Those procedures provide the applicant with the
opportunity to request a PHS review of the disap-
proval decision. The request must be in writing and
must be postmarked no later than 15 days after the
postmark date of the HSA’s notification of disap-
proval. Late requests will not be reviewed.

A decision to consider the application for funding
notwithstanding the HSA’'s decision will not neces-
sarily result in an award.

Although the Health Planning and Resources De-
velopment Amendments of 1979 (P.L. 96-79) require
reviews of certain applications by the Statewide
Health Coordinating Council, this authority may not
be exercised until such time as regulations imple-
menting P.L.. 96-79 are published.

Joint or Concurrent A-95—HSA
Reviews

Some of the competing applications subject to the
A-95 review process will also-be required to undergo
a Health Systems Agency review. The applicability of
these requirements will be indicated in the program
announcement and in the grant application kit.
HSAs and A-95 clearinghouses responsible for the
same geographic area are required to coordinate their
activities, and should seek to enter into written agree-
ments providing, at a minimum, for concurrent reviews
of proposed uses of PHS funds to ensure complemen-
tary actions. In some areas, however, the designated

: HSA and clearinghouse(s) have established formal

arrangernents whereby the HSA or the clearinghouse
will conduct the review on behalf of both entities.
Applicants should contact the A-95 clearinghouse to
determine what arrangements, if any, have been
made for the performance of these reviews.

Where the clearinghouse and the HSA will be
performing their reviews independently, the appli-
cant should submit its application to each body at the
same time. In order to expedite processing of applica-
tions and allow sufficient time for review, applicants
must submit copies of completed applications simul-
taneously to the A-95 clearinghouse and/or the HSA
and the PHS awarding office at least 120 days before
the requested start date for the project.

INTERNAL REVIEW PROCESS

Discretionary Grants

App!icaridn Receipt

Competing applications, i.e., those subject to inde-
pendent objective review requirements (see below),
will be considered to be *‘on time’’ if they are post-
marked or received by the deadline date given in the
program announcement or in the application kit ma-
terials, unless they arrive too late for orderly proc-

~essing. Late competing applications not accepted for
‘processing may either be returned to the applicant or

held for the next regularly scheduled review cycle.
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Applications for noncompeting continuation
awards will also be considered to be “on time" if
they are postmarked or received by the deadline date
given in the application kit materials. The late sub-
mission or receipt of a noncompeting continuation
application may result in a delay in the issuance of
the continuation award, during which time no addi-
tional Federal funds witl be awarded.

A designated PHS official may determine that a
competing or noncompeting application is noncon-
forming if it cannot be properly evaluated or its defi-
ciency(ies) cannot be remedied before award, thereby
ending the review process for that application. For.
this purpose, a ‘“‘nonconforming appiication’” is one
that does not meet the requirements of the program
announcement to which it is responding because it (1)
omits required material or contains material not per-
mitted under the announcement, (2) is submitted by
an ineligible applicant, or (3) omits any assurance or
other doctiment reguired to be submitted with the ap-
plication. PHS will return nonconforming applications
to the applicant. Correction of the deficiencies in
noncompeting applications should be made as soon
as possible and the application should be returned to
the PHS awarding office in order to expedite the
processing of the application.

An applicant may withdraw an application from
consideration at any time. A competing application
that is withdrawn by the applicant before it enters the
formal review process will be returned to the appli-
cant. Other applications may be returned to the ap-
plicant at the discretion of the PHS awarding office.

Objective Review of Grant Applications

All PHS discretionary grant programs, including
construction programs when awards are made on the
basis of competitive review, and fellowships and
other training programs when awards are made to in-
dividuals, have established systems of objective re-
view.

Within each of these programs, all new, competing
continuation, and competing supplemental applica-
tions, receive an independent objective review.

The review includes a thorough and consistent exan-
ination of each application by persons knowledgeable
in the field of endeavor for which support is requested,
who have no direct relationship with the organization
or individual submitting the application, and who do
not have any personal or vested interest in the award of
a grant to that organization or individual. Peer review,
a review system utilizing reviewers who are the profes-
sional equals of the principal investigator or program
director who is to be responsible for directing or con-
ducting the proposed project, is a form of objective
review. Peer review is legistatively mandated in some
programs and in other programs is administratively re-
quired. :

The objective review is generally conducted by a
committee or by a group{s) of field readers or by a




.combination of those methods. Reviewers may be

Federal or non-Federal. Peer review committee mem-
bership is usually entirely non-Federal. The use of
non-Federal reviewers is governed by the require-
ments of the Federal Advisory Committee Act and its
implementing HHS regulation, 45 CFR 11.

Objective review of grant applications is intended
to be advisory and not to replace the authority of the
PHS awarding official to decide whether or not a
grant shall be awarded. A review committee makes a
“‘recommendation for approval or disapproval,” and
only the decision-making official has the sole author-
ity to fund an application. Such decisions are based
not only on the recommendations resulting from the
objective review process but also on stated program-
matic priorities, the availability of funds, HSA/A-95
decisions and recommendations, where applicabie
{see “‘Preaward Process—External Review Require-
ments’)), and other information available to the
awarding official

Cost Analysis of Grant Applications and Reviews of
Financial Systems :

A cost 2nalysis is normally performed for every
grant application approved for funding by PHS ex-
cept for awards such as fetllowships, which do not re-
quire detailed budgets. A cost analysis is the process
of obtaining cost breakdowns, verifying cost data,
evaluating specific elements of cost, and examining
data to determine necessity, reasonableness, and al-
lowability of the cost reflected in the grant budget.
The Grants Management Officer of the PHS awarding
office responsible for reviewing the application will

determine the form and extent of the cost analysis
.based on information obtained from the review proc-

ess, the amount and type of costs being requested,
the nature of the project, and past experience with
the applicant institution.

In cases where a prospective grantee has had no prior
Federal grants or cost-type contracts, the applicant’s
financial management system must be reviewed before
award or within a reasonable time thereafter to ensure
its adequacy and acceptability, and to aid the PHS
awarding office in determining the organization's
capability for financial stewardship of Federal funds,
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A review of an applicant’s ‘or grantee’s financial
management systems ray also be undertaken if any
of the following conditions exist:

1. The organization may have had prior Federal grants or cost-
type contracts, but will be receiving PHS support for the first
time,

2, The organization is known to have operational and/or finan-
cial problems in its dealings with commercial or governmen-
tal entities.

3. The PHS award will result in a major change in the organiza-
tion’s overall operations.

4. The PHS awarding office is aware of information which
raises doubts about the adequacy of the organization's finan-
cial and business management capabililties.

The decision whether to have a review and, if so,
how comprehensive it should be is made by the re-
sponsible Grants Management Officer, That official
may conduct the review or have others conduet it.
The review is made ageinst the standards for recipi-
ent financial systems in 45 CFR 74, Subpart H.

Notification to Unsuccessful Applicants

Within 30 days after the decision not to fund an
application, a written notice must be sent to each ap-
plicant whose application has been disapproved or
has been recommended for approval but is not ex-
pected to be funded during the current funding cycle.
The notice must provide the reasons the applications
will not be funded, or the name of an official to con-
tact for more information, Notices shall also be sent
to applicants whose applications have been deferred,
i.e., where a final recommendation has not been
made, in order to obtain additional information or
otherwise augment the review of an application.

An application that has been recommended for ap-
proval but is not funded in a particular review cycle
may be considered for funding in a subsequent re-
view cycle(s). Such applications must then compete
for funding with comparable applications recom-
mended for funding in that review cycle. An appli-
cant whose application is recommmended for approval
but is not funded will be advised whether and for
what pericd of time the application will be held for
reconsideration and possible funding. In no case may
such an application be held for reconsideration for
more than 12 months in an approved but unfunded
status following the date of the funding decision.
This policy is applicable to all PHS discretionary grant
programs, both construction and nonconstruction.
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AWARD PROCESS

AWARD AND FUNDING

When an application is approved for funding, the
Grants Management Officer will prepare, or cause to
be prepared, a Notice of Grant Award.

The Notice of Grant Award includes, among other
things, the dates of the budget period or other speci-
fied funding period and the amount of Federal funds
authorized for obligation by the grantee during the
period indicated. If applicable, the Notice of Grant
award will also indicate the dates of the approved
proiect period and the amount of PHS support recom-
mended for each subsequent budget period of the ap-
proved project. Any action, such as the award of a
sipplement or the noncompeting extension of a budget
period, resulting in a change in the amount of funds
awarded or a change in the duration of support will
be refiected in a revised Notice of Grant Award. Award
notices also contain or refer to all terms applicable to
a particular award.

Discretionary Grants

All PHS dlscreuonary grants are funded either by
_.a single award covering the entire penod of support
“r incrementally by a series of successive awards,

A single award covering the entire period of sup-
port will generally be used only when:

1. The project is exclusively for construction, alteration and
reriovation, or acquisition of property;

2. The planned period of support will be less than 18 months; er

3, This method of funding is required by the authorizing
legislation or known intent of Congress.

When incremental funding is used, projects may be
programmatically approved for support in their en-
tirety or in part, but funded in annual increments
called “budget periods.””

The length of an initial project period or any sub-
sequent extension is determined by the PHS award-
ing office on the basis of (1) statutory and regulatory
requirements, (2) the length of time requested by the
applicant to complete the project, (3) the frequency
of competitive review desirable for proper manage-
ment of the project, and (4) limitations on the length
of the project period recommmended by the independent
objective review group(s). However, except where
specifically required by legislation or regulation, an
injtial project period or competitive continuation
thereof may not exceed 5 years exciusive of noncom-
peting extensions. The total project’ penod consists of
the initial project period and any extensions (cornpeti-
tive segments) thereof. _

/" The initial grantaward provides funds for the con-

- ctof the project "during the first budget period. A

budget period is normally 12 months. Shorter or longer
budget periods may be established for compelling pro-
grammatic or administrative reasons such as to arrange
more advantageous anniversary dates, to allow for
project periods not evenly divisible into 12-month in-
crements, to take into account an unavoidable ex-
tended absence of a principal investigator, to merge
two or more grants into a consolidated grant, or to
accommodate a change in the grantee’s fiscal year.
The documentation on a Notice of Grant Award of the
approval of a project period that extends beyond the
budget period for which funds are provided, including
recommended levels of future support, exprasses the
PHS intention to provide continued financial support

to the project. However, the recommended levels'of |

future support within a project period are not guaran-
tees by PHS that the project will be funded or funded
at those levels and creates no legal obligation to pro-
vide such future support. Instead, these amounts rep-
resent estimates of future funding levels based on a
projection of the information available at the time of
the initial award, The actual amount of subsequent
awards will be determined by reviewing the proposed
project budget siibmitted with the annual noncom-
peting continuation application, reports of progress,
other information submitted in the continuation appli-
cation for the budget period involved, and the availa-
bility of Federal funds, and may be subject to negoti-
ation between the grantee organization and the PHS
awarding office. Funding of a noncompeting contin-
uation award within a previously approved project
period may be withheld for justifiable reasons. (See
““Withholding of Support’’ under **Postaward Admin-

istration—Changes in Project.””)
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Grant funds, including amounts awarded for the
current budget period, and estimated or actual unobli-
gated Federal funds carried over from prior budget pe-
riods are authorized for grantee use only in the current
budget period in the amount specified by the PHS
awarding office in an approved budget on a Notice of
Grant Award, As a result of carryovers of unobligated
grant funds, the total amount of funds available in
the grant account may exceed the Federal share of the
approved budget, Those funds are not automatically
available to the grantee. The PHS awarding office ex-
ercises sole discretion as to the use of those funds. See
“Postaward Administration—Reporting”’ for further
information concerning the application and disposi-
tion of unobligated balances.

Construction Grants

Generally, for construction grants, one award that
may cover more than 1 year is made on the basis of an

-t




application covering the entire project, Incremental
funding is not normally used for construction grants.

Training Grants

PHS grants which provide funds for the training of
individuals are made to institutions and are funded in-
crementally as described above. The grantee institu-
tion selects the trainees, whose periods of training may
not necessarily coincide with the budget period of the
project. Under these programs, a new appointment is
the first appointment for a trainee under the PHS
grant-supported project. A reappointment is a subse-
quent appointment for the same trainee under the

‘same project. An appointment or a reappointment

may not be for less than 9 months (except under ap-
proved programs or projects that specifically include
provisions for short.term training) or exceed 12
months without prior approval by the PHS awarding
office. The full amount of the stipend and tuition for
each year covered by the appointment or reappoint-

ment is considered a cost of the budget period in ef-"

fect on the beginning date of the appointment or re-
appointment unless other instructions are furnished
by the PHS awarding office.

Individual Fellowships

An individual fellowship may be activated at any
time during the 12-month period immediately follow-
ing the issue date shown on the Notice of Award. An
approved continuation award must be activated on
the day following the completion of the previous
award period.

PAYMENT

The Notice of Grant Award will identify the office
from which the grantee will receive payments under
the grant, or such information will be provided
separately at the time of award.

Grant and subgrant payment requirements are set
forth in 45 CFR 74, Subpart K. That subpart requires
recipients to minimize the time elapsing between the
transfer of funds and the recipients’s disbursement.

Grant payments are made by one of three methods:
{1) letter of credit, (2) advance by Treasury check (also
termed ‘““monthly cash request’’), and (3) reimburse-
ment by Treasury check. Most PHS grants are paid
through the Departmental Federal Assistance Financ-
ing System (DFAFS), which is operated by HHS. De-
tailed requirements of DFAFS are contained in the
“DFAFS Policy and Procedures Manual for Recip-
ients,”” which may be obtained from the specified
payment office.

Letter of Credit

The letter of credit is a document that authorizes a
grantee to submit payment vouchers through its com-
mercial bank to a Federal Reserve Bank or branch for

‘deposit of cash in the grantee’s commercial bank ac-

count. The letter of credit indicates the dollar amount
available to a grantee during a specified period.

Letters pf credit are used, generally, when all of
the _f oliowing _conditions exist:

1. There is or will be a continuing relationship between the
grantee and the HHS payment oifice for at least a year, and
the total amount of advances to be received from the HHS
payment office is $120,000 or more per year.

2. The grantee has maintained or demonstrated to HHS the
willingness and ability to maintain procedures that will mini-
mize the time elapsing between the transfer of funds from
the Treasury and their disbursement by the grantee,

3. The grantee’s financial management system meets standards
for fund control and accountability prescribed by HHS (see
45 CFR 74, Subpart H.)

Advance by Treasury Check .

Under this method of payment, grantee organiza-
tions must request grant funds monthly, based on an-
ticipated disbursements during the succeeding month
and the amount of Federal funds already on hand.

- This;method is generally used when the grantee meets

the requirements for a letter of credit as specified in
items 2 and 3 under ‘“Letter of Credit’’ above, but its
aggregate financing needs are less than $120,000 annu-
ally or its relationship with the HHS payment office
is expected to last less than a year. .

Reimbursement by Treasury Check

Under this method, payment is made to the grantee
with a Treasury check upon request for reimbursement
from the grantee. A request for reimbursement may be
submitted monthiy or more often if authorized. PHS
may use this method for construction grants unless
HHS has entered into an HHS-wide letter of credit
agreement with the grantee. This method may also be
used for nonconstruction grants where it is determined
that the grantee’s financial management system does
not meet the standards in 45 CFR 74, Subpart H, or
that the grantee has not maintained, or demonstrated

-the willingness and ability to maintain, procedures

- currence of costs,
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that will minimize the time between transfer of funds
from the Treasury and their disbursement for grant-
related purposes.

Secondary Recipient Advances

Advances made by the grantee to subgrantee and
contractor organizations must conform substantially
to the same standards of timing and amount that gov-
ern advances made by the Federal Government to the
grantee under the above-mentioned payment methods.

Assignment of Payments

When the grant provides for payment only after in-
i.e., reimbursement payment
method, the alternatives discussed below regarding
assignment and other means of ensuring adequate
working capital are appropriate.

With approval of the PHS awarding office, grant
payments due or to become due, under the types of




- grants indicated above may be assigned to financial

institutions under the following conditions:

1. The award provides for reimbursements totaling $1,000 or
ntore.

2, The payments are assigned to a bank, trust company, or
other financing institution, including any Federal lending
agency, -

3. The program’s legislation does not prohibit assignment.

4. The assignment covers all amounts payable under the
grant that have not aiready been paid and are not subject
to further assignment. (This does not preclude assignment
to one party acting as agent or trustes for two or more par-
ties participating in the financing.)

5. In the event of any assignment, the assignee shall file a
written notice of grant payments assignment along with a
true copy of the instrument of assignment with the PHS
awarding office and the responsible HHS payment office.

Requests to assign payments should be submitted to
the designated Grants Management Officer for ap-
proval. Upon approval, necessary information as to
how assignment may be accomplished will be provided
by the Grants Management Officer.

&

Any interest charges resulting from loans obtained -

on the basis of the assignment are tnallowable charges
to project funds.

In instances where lack of Federal funds due would
cause 2 hardship on the grantee, it is possible to accel-
erate the grant payments. The grantee should contact
the Grants Management Officer of the PHS awarding
office to request expeditious handling of its reimburse-
ment request ot to obtain apthorization to submit re-

/7 -imbursement requests more often than monthly.

Grantees might also consider arranging a short-term
10an from a lending institution in an amount sufficient
for the initial phase of the grant-supported activity.
Using the grant award as collateral, a grantee could se-
cure such a loan and pay off the loan upon receipt of
the Federal payment. Grantees would have to absorb
interest payments, but this would be for a lesser amount
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over a shorter period of time than that incurred by
assigning grant payments. This process of securing
short-term loans could be repeated if necessary.,

TERMS OF AWARD

The terms of the award, either contained in or refer-
enced by the award document, will be binding on both
the grantee and the PHS awarding office until such
time as they are modified by a revised award notice
or other document signed by the Grants Management
Officer.

The award document will, among other things, set
forth the approved budget and the approved period
of support; identify the approved grant.application or
its equivalent; indicate the grantee’s specific match-
ing, or cost sharing requirement; include the natme of
the individual (project or program director or princi-
pal investigator) who by the terms of the application
will have responsibility for the conduct of the project
or program; and may specify the option to be exer-

cised by ‘the grantee concerning the disposition of

general program income earned from the grant-sup-
ported activities.

Under all PHS grant awards, a grantee indicates
acceptance of the terms of an award by requesting
funds from the grant payment system. If the grantee
finds those terms unacceptable in some respect, they
may only be changed with the consent of the Grants
Management Qfficer of the PHS awarding office (see
“Postaward Administration—Changes in Expendi-
tures/Activities—Methods for Grantees to Request
Approvals™). The grantee does not have appeal rights
with respect to the terms appearing on the Notice of
Grant Award or with respect to a denial by the PHS
awarding office of a request to change the terms of
the award, since the actions and decisions resulting in
the issuance of the award document are normally
considered to be preaward determinations.




NON-FEDERAL SOURCES OF FUNDS

A number of PHS grant programs have require-
ments for non-Federal participation in the costs of
grant-supported activities; the extent of that partici-
pation is specified by PHS or is negotiable. The non-
Federal participation may be in the form of allowable
costs incurred by the grantee, subgrantee, or a con-
tractor under the grant or subgrant, or the value of
third-party in-kind contributions (see ‘“Costs Under
PHS Grant-Supported Projects/Activities”), and
must meet the requirements for allowability and doc-
umentation set forth in 45 CFR 74, Subpart G. The
following information, which supplements 45 CFR
74, contains an explanation of the non-Federal share
requirements and how they are administered by PHS,
and specifies where PHS will exércisé the options
provided in Subpart G.

- COST SHARING AND MATCHING

Cost Sharing

Since 1966, the appropriation acts for HHS have
stated that ““None of the funds provided herein shall
be used to pay any recipient of a grant for the con-
duct of a research project an amount equal to as much
as the entire cost of such project.”” Consequently,
cost sharing is required by statute on all HHS re-
search project grants awarded from funds appropri-
ated by an act containing this language. Grantee in-
stitutions with multipie PHS awards may share in the
costs of grant-supported research through an institu-
tional agreement negotiated for all or some HHS re-
search project grants and applicable research con-
tracts. Where institutional cost sharing agreements
are not in effect, cost sharing will be negotiated with
PHS on 2n individual project basis. Cost sharing pro-
posals are not required for research grants where the
terms of the award prohibit or restrict full reimburse-
ment of indirect costs, or as in the case of research
grants to Federal institutions, allows less than full
recovery of indirect costs to satisfy the requirement
for cost sharing. (See *“Costs Under PHS Grant-Sup-
ported Projects/Actvities” regarding indirect costs.)
Cost sharing requirements on research conference
grants, and grants (0 individuals are met through

nonpayment of indirect costs.

Responsibility for negotiating institutional cost
sharing agreements is assigned to the Cost and Audit
Management Branch, Division of Grants and Con-
tracts, Office of Resource Management, Office of
Management, PHS, 5600 Fishers Lane, Rogkville,
Maryland 20857. All requests for mforman_on re-
garding institutional cost sharing should be directed

24

to that office. The responsibility for negotiating proj-
ect-by-project-type cost sharing agreements is as-
signed to the individual PHS awarding offices.t For
project-by-project cost sharing, the agreed rate will
apply to the original project period or to a subse-
quent competitive segment of the extended total proj-
ect period. There may be no contribution or only a
token contribution in some years of the competitive
segment provided that the agreed overall percentage
for the competitive segment is met.

" The amount of cost sharing is not a factor in deter-
mining the merit of a research project application;
therefore, a cost sharing proposal is not required until
after the review process.- At that time, the applicant will -
be requested to submit a cost sharing proposal to the
appropriate PHS awarding office for approval. Such
proposals are not required (1) if the grantee already has
an institutional cost sharing agreement, (2) if the re.
quirement is to be met by nonpayment of indirect costs
or which the grantee will incur and to which it would
otherwise be entitled, or (3) where the grantee claims in-
direct cost reimbursement at less than the full rate.

When the grantee elects to contribute some or all
of its cost sharing on research grants by requesting
less than the full amount of indirect costs to which it
would otherwise be entitled, an explanation should
be included in the ““Remarks’’ section of the Finan-
cial Status Report indicating that the claim for less
than full indirect costs is intentional. (See
“‘Postaward Administration Reporting.’*)

Cost sharing contribution by the grantee is repre-
sented on the Notice of Grant Award by (1) citing the
date of the agreement which covers the currently ap-
proved budget period in the case of institutional cost
sharing, or by (2) the specific percentage figure in the
case of a project-by-project arrangement. The amount
of the cost sharing contribution is not shown as a
part of the total approved budget on the Notice of
Grant Award.

The costs that the grantes incurs in fulfilling its
cost sharing requirement are not subject to the indi-
vidual cost or activity prior approval requirements
described by Subpart Q and this document, but are
subject to the other rules for allowability provided in
the cost principles and below.

fFurther information regarding cost sharing may be found in
‘A Guide to Institutional Cost Sharing Agreements for Research
Grants and Contracts Supported by the Department of Health,
Education, and Welfare' (DHEW Publication No. (OS5)
75-50009), which is available from the Cost and Audit Manage-
ment Branch, Division of Grants and Contracts at the address
shown above.




The actual cost sharing percentage must at [east

- equal the original percentage agreed on at the time of
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award unless the PHS official or office that negoti-
ated the original percentage agrees to a lower per-
sentage. ‘

Matching

In addition to cost sharing under research project
grants, the terms of some other PHS grant awards re-
quire that expenditures from Federal (grant) funds be
matched in some proportion by non-Federal sources.
Matching may be required by law or regulation or
may be administratively required by the PHS award-
ing component. A matching requirement may either
specify a minimum fixed percentage of non-Federal
funds or may provide that the level of non-Federal
participation be negotiated between the applicant
.and the PHS awarding component.

The source and amount of costs, and/or the value
of third-party in-kind contributions proposed by the
applicant or recipient to meet a matching require-
ment must be identified in the application. - The

" amount of Federal funds awarded, including author-
ized carryovers, combined with the amount of the
non-Federal share reflected on the Notice of Grant
Award constitute the total approved budget. The ac-
tivities supported by that budget as well as any ex-
penditures against that budget must conform to the

~.requirements of this document,

General Requirements for Matching
and Cost Sharing

In determining the allowability of costs for cost
sharing or matching purposes, the qualifications and
exceptions listed in 45 CFR Part 74.53 apply. Also,
the classification of a contributed cost as either direct
or indirect must be consistent with the classification
of other costs incurred for the same purpose in like
circumstances. For example, if the costs of facilities
(such as depreciation or use allowance and operation
and maintenance expenses) are treated as indirect
costs for the organization’s other activities, similar
costs may not be counted as a direct cost contribution
for purposes of cost sharing or matching. If the recip-
ient has established special or multiple indirect cost
rates, the requirement for consistent classification of

- costs applies separately to the activities covered by
each rate. (See Special Indirect Cost Rates in Appen-
dix I1.) )

‘Where a fixed minimum percentage of match is
specified by legislation or regulations, the actual level
of matching must at least equal that minimum per-
centage. If the grantee is unable to meet the mini-
mum level of non-Federal participation, the PHS
awarding office will take appropriate action to adjust

;e awarded amount downward to ensure that the re-

active Federal and non-Federal shares reflect the
roper ratio. Where a fixed minimum percentage of

match is not specified by legislation or régulation and
the a}ctual reported level of match docs not meet the
previously negotiated percentage, the PHS awarding
ofﬁc; may agree to accept a lower percentage of
match. ’

PHS will exercise the options contained in 45 CFR
74.56(b) and 45 CFR 74.57 in the following way.,

Where a grantee, subgrantee or contractor under a
grant proposes to provide allowable matching or cost
sharing in the form of an in-kind contribution of
equipiment, a building and/or land that has been do-
nated by another party who has transferred title to
the grantee, subgrantee, or contractor under a grant,
PHS awarding office prior approval is required in
order to apply the market value at the time of the do-
nation of  the equipment or building and/or the fair
rental rate of the land as cost sharing or matching,.
See 45 CFR 74.56(b)}(2) for the required accounting
treatment in the absence of such approval.

In order to establish the market value or rental rate
of land or a building, the PHS awarding office may
require that the market value or fair rental rate be es-
tablished by a certified real property appraiser (or by
a representative of the U.S. General Services Admin-
istration, if available) and that the value or rate be
certified by a responsible official of the party to
which the property or its use is donated.

THIRD-PARTY REIMBURSEMENT AND
OTHER SQURCES OF HEALTH SERVICES
FUNDING

Those projects supported under health services de-
livery programs are expected to develop, to the extent
possible, independence from PHS grant support.
Therefore, these projects will be encouraged and as-
sisted in the development and use of alternate funding
sources to supplement or supplant PHS support
where possible. These funding sources include third-
party payors, other avajlable Federal, State, local,

_and private funds, and beneficiaries who are able to
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pay. Each project is to establish a plan to (1) recover
to the maximum extent feasible third-party revenues
to which it is entitled for services provided, (2) garner
all other available Federal, State, local, and private
funds, and (3) charge beneficiaries according to their
ability to pay for services without creating a barrier
to those services.

Where third-party payors, including Government
agencies, are authorized or are under legal obligation
to pay all or a portion of charges for heaith care serv-
ices, all such sources must be billed for covered serv-
ices and every effort must be made to obtain pay-
ment. Each service provider receiving Federal funds,
either directly or indirectly, must have a procedure to
identify all persons served who are eligible for third-
party reimbursement.




P

Where a significant percentage of the cost of care
and services provided by the project is to be reim-
bursed by a third-party payor, there must be & writ-
ten agreement with the third party.

MAINTENANCE OF EFFORT AND
NONSUPPLANTATION OF FUNDS

Some PHS grant programs require an assurance
that grant funds-will be used to supplement and not
supplant the non-Federal funds that would otherwise

R S
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be made availabie for that activity or purpose. This is
a ‘‘nonsupplantation’’ requirement.

In addition to this requirement or in place of this re-
quirement some PHS grant programs have a “‘main-
tenance of effort’” requirement. Where a specified
level of non-Federal effort is to be maintained, the
level of effort does not include volunteer services or
donations nor should it include expenditures of a
nonrecurring nature. The base period for determining
the level of applicant and grantee expenditures to be
maintained and the sanctions for noncompliance may
vary-among the programs containing this requirement.
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COSTS UNDER PHS GRANT-SUPPORTED PROJECTS/ ACT IVITIES

An important element in all phases of the grants
administration process—preaward, award, and post-
award—is the identification of allowable costs. Post-
award changes to approved budgets and the audit proc-
ess will be considered in later sections of this document.

The cost of a grant-supported activity is comprised
of the allowable direct costs incident to its perform-
ance plus the allocable portion of the allowable in-
direct costs of the organization, less applicable
credits, All costs must be reasonable and necessary.

The principles for determining the allowability of
these costs are prescribed in 45 CFR 74, Subpart Q
and in Appendices 11, III, and IV of this document.
Five separate sets of cost principles are prescribed for

or cost-type contractor is subject to only one set, ac-
cording to the type of organization it is: for example,
educational institution or State or local government.
A subgrantee or cost-type contractor® under 2 grant is
subject to the cost principles applicable to its type of
organization, which may not necessarily be the same
as that of the grantee. The five sets of cost principles
and their applicability are as follows:

- recipients and cost-type contractors. Each recipient.

State, local, and federally-recognized Indian tribal

governments (OMB Circular A-87)
Institutions of higher education (OMB
Circular A-21)
Hospitals (45 CFR 74, Appendix E)
Nonprofit organizations'® (OMB Circular A-122)
For-profit (commercial) organizations (Federal
Procurement Regulations - 41 CFR Subpart
1-15.2.)

A direct cost is any cost that can be specifically
identified with a particular project or program. Di-
rect costs include, but are not limited to, salaries,
travel, equipment, and supplies directly benefiting
the project or activity.

Indirect costs are those incurred by an organiza-
tion for common or joint objectives and cannot be
identified specifically with a particular project or
program. Facilities operation and maintenance costs,
depreciation, and administrative expenses are ex-

941l references to “‘contractors” in this section on costs under

PHS grants refer to cost-ype contractors.

WReferences to nonprofit organizations other than institutions
of higher education and hospitals in this section apply to such non-
profit organizations covered by OMB Circular A-122, i.e., private
nonprofit organizations. However, a few of the larger nonprofit
organizations, which are specifically listed in Attachment C to OMB
Circular A-122, shall be subject to the Federal cost principles ap-
plicable to commercial firms (41 CFR Subpart 1-15.2) rather than
to the cost principles for nonprofit organizations, Rules governing
the allowability of bid and proposal costs and independent re-

- search and development gosts for nonprofit organizations are in

subparagraphs 74.174(b} and {c) of 45 CFR 74.

27

amples of costs that are usually treated as indirect
costs. Policies and procedures concerning the estab-
lishment of indirect cost rates and the reimbursement
of indirect costs are contained in the “Indirect

Costs’" section of this part and in Appendix II.

- The cost principles permit an organization to es-
tablish and use its own accounting system to deter-
mine costs, provided it is based on sound accounting
principles consistently applied to all organizational
activities regardless of the source of funds supporting
those activities. While costs may be charged either as
direct or indirect costs depanding on their identifiable
benefit to a project or program, such costs must be
treated consistently for all work of the organization
under similar circumstinces so as to avoid duplicate
charges. Organizations must have procedures for de-
termining the allowability of costs to grant-supported
activities and projects according to the applicable
cost principles and other terms of the award.

GENERALLY ALLOWABLE/
UNALLOWABLE COSTS

Outlined below are those costs generally allowable
and unallowable under PHS grant programs, includ-
ing both direct and indirect costs. This section is not
-exhaustive, however, and the cost principles should
be consulted for more specific guidance,

This section also addresses certain cost items which
are not specifically covered in the cost principles or
elsewhere and, in some cases, supplements the lan-
guage in the principles.

Aside from the cost principles and supplemental
policies in this section, the allowability of costs may
be subject to additional requirements specified in the
program legislation and regulations, and in the spe-
cific terms of an award.

This section applies to grantees and, where ap-
plicable, to subgrantees. It does not apply to cost-
type contractors under grants unless the language for
a given provision indicates otherwise. However, as
stated earlier, the applicable cost principles do apply
to such contractors.

If a grantee is uncertain whether a particular cost is
allowable, the grantee should contact the Grants
Management Officer of the appropriate PHS award-
ing office,

This listing of allowable and unallowable costs refers
to their allowability or unallowability as “‘project
costs” under discretionary grants. When costs are
borne in whole or in part by a PHS grant or any non-
Federal matching required by the terms of the grant,
they are considered to be *‘project costs™* and are sub-
ject to the cost principles and the policies in this section.
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Applicants for discretionary grants are expected to
anticipate and justify their funding needs and the ac-
tivities to be carried out with those funds in preparing
the budget and accompanying narrative portions of
their applications. Unless otherwise indicated on the
Notice of Grant Award, a discretionary award based
on the information included in the approved grant
application constitutes the required prior approval
referred to in several of the following sections. Post-
award requests to incur costs or undertake activities
that have not been.described in the approved appli-
cation and that require prior approval are subject to
the requirements in “‘Postaward Administration—
Changes in Expenditures/Activities."!! o

Advertising—Allowable only for recruitment of staff
or trainees, procurement of goods and services, dis-
posal of scrap or surplus materials, and other specific
purposes (as indicated in the terms of the award) nec-
essary to meet the requirements of the grant-sup-
ported project or activity. .- ' -

Alcoholic Beverages—Generally not allowable unless
authorized in the approved project and consistent
with the purpose of the award. '

Air Conditioning Equipment—Air conditioning
equipment is considered as general purpose equipment
and may be directly charged only with prior approval.

Alteration and Renovation—Alteration and renova-
tion is defined as work required to change the interior
arrangements or other physical characteristics of an
existing facility or installed equipment so that it may
be more effectively utilized for its currently desig-
nated purpose or adapted to an alternative use to
meet a programmatic requirement, Routine mainte-
nance and repair of the organization's physical plant
or its equipment is not considered to be alteration
and renovation. Certain costs of installing equip-
ment, such as the temporary removal and replace-
ment of wall sections and door frames, in order to
place equipment in its permanent location or the
costs of connecting utility lines, replacing finishes
and furnishings, and installing any accessory devices
required for the equipment’s proper and safe utiliza-
tion, may be considered either equipment costs or
alteration and renovation costs depending on the re-
cipient accounting system.

New construction is unallowable unless specifically
authorized by the program legislation (see “‘Con-
struction’” in this section and in Appendix III).

HExcept for certain rebudgeting actions under an Institutional
Prior Approval System, grantess must obtain any required prior
approval in writing from the Grants Management Officer. For
subgrants and contracts awarded by grantees, the prior approval
authority is usually the grantee. However, the grantee may not ap-
prove any action or cost which is inconsistent with the purpose or
terms of the Federal grant, If an action by a subgrantee or contrac-
tor will result in a change in the overall grant project or budget re-
quiring granting agency approval, the grantee shall obtain the ap-
proval from PHS befote giving its approval Lo the subgrantee or
contractor.
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_Work necessary to obtain an initial occupancy per-
mit for the intended use is not an allowable alteration
and renovation cost.

. Subject to the limitations set forth below, altera-
tion and renovation costs may be charged to PHS
grant-supported projects provided that:

1. The program legislation ot implementing regulations or other
grant terms do oot exclude “alteration and renovation:**

2. The grantee is not an individual;

3. The grant is not a conference grant;

4. The building has a useful life consistent with program pur-

" poses and is architecturally and structurally suitable for con-

version to the type of space required;

5. The alteration and renovation is essential to the project sup-
ported by the grant;

6. The space involved will actually be occupied by the project;

7. The space is suitable for human oceupancy before alteration
and renovation work is started, except where the purpose of
the alteration and renovation is to make the space suitable for
some purpose other than human occupancy (¢.g., storage);

8. If the space is rented, evidence is provided that the terms of

~ the lease are compatible with the alteration g:renovation

. proposed; and —_— S 7

9. The amount charged does not exceed the following firmith.
tions: -

a. The amount budgeted or used for alteration and renova-
tion under 2 single grant during 3 consecutive budget
periods (whether or not the 3 years overlap two distinct
competitive segments of support) cannot exceed the lesser
of $100,000 or 25 percent of the total funds reasonably ex-
pected to be awarded by PHS for direct costs for such
J-year period, unless a waiver is obtained from the award-
ing office.

b. The maximum amount of PHS grant funds that may be
applied to any single alteration and renovation project is
$100,000.

¢. The amount of project funds rebudgeted for alteration
and renovation during a budget period cannot exceed
§1,000 without prior approval.

Alteration and renovation costs that do not consti-
tute construction are allowable charges to PHS
grant-supported projects and activities. Such expend-
itures under discretionary project grants are subject
to the limitations set forth above, Alteration and ren-
ovation projects in an existing building that are con-
sidered construction, such as relocation of exterior
walls, roofs, and floors, attachment of fire escapes,
development and repairing of parking lots or comple-
tion of unfinished shell space to make it suitable for
hurnan occupancy, are unallowable unless authorized
by the program legislation.

Alteration and renovation costs under programs
which have statutory alteration and renovation,
modernization, or facilities assistance authority, are
limited to the costs of modifying existing space and
utilities within a completed and finished structure
that is suitable for human occupancy. The cost of
adapting any of the following interior building fea-
tures to the needs of the grant-supported activity are
allowable under these programs:

1. Physical characteristics of space, such as interior dimensions,
surfaces, and finishes;

2. Internal environment, such as heating, ventilation, humidity,
and acoustics;

3. Utility services, such as plumbing, electricity, gas, vacuum,
or other laboratory piping;
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4. Unfinished shell space to make it suitable for purposes other
than human occupancy, such as the storage of pharmaceu-
ticals.

Alteration and renovation costs of this type asso-
ciated with a building under construction or an other-
wise incomplete structure may be allowed if (1) it is
cost effective to perform such work while the build-
ing is being constructed or the structure is being com-
pleted, and (2) the space is being adapted to partic-
ular program needs,

Two copies of the following documents are to be
submitted with each request for approval of altera-
tion and renovation costs in excess of $1,000
(whether proposed in the application or as a post-
award rcbudgctmg rcquest)

1. Requests from 51,001 to $40,000

a. A single line drawing of existing space and proposed alter-
ations.

b. A narrative description of the proposed functionat utiliza-
tion of the spacs and equipment requirements prepared by
the persons who will use and be responsible for the work-
ing space, ¢.g., the progranf and ldministraﬁvc‘managers
and, when appropriate, architectural and engineering ad-
visors. Final drawings and specaﬁcatlons will be based on
this description.

The description should include an explanation of the
need, character, and extent of the functions to be housed
in the space proposed for alteration and renovation, using
the following headings, as appropriate.

(1) General information

(2) Description of the functions t¢ be performed in the
spaca

(3) A space schedule (detailed description of floor space)

(4) A list of fixed equipment proposed for the factiity

(5) A cost estimate (details of which are contained in
Appendix V of this document)

(6) Special design problems

{7) Description of the existing and proposed utitity sys-
tems for the modified space

(8) Description of plans to provide accessibility for the
physically handicapped

(9) Provisions for mecting the requirements of the Life
Safety Code

{10) The length of the ﬁropcrty lease, if the space is rented -

{11} Other information regquired by program legislation
or regulations

¢. When the proposed alteration is to occur in a building that
is under construction or in an incomplete structure, the
following documentation must also be provided:

(1) A detailed justification for the need to perform the
work before the building is completed.
(2) A cost comparison between doing the work before
and after the building is completed.
(3) A description of other specific benefits to be gained
by doing the work before the building is complated.
2. Requests above $40,000

In addition to the above-mentioned documentation, grant-

ees, if requested by the PHS awardmg office, should submit

a copy of architectural and engineering documcms. including

the following:

a. The firal cost estimate.

b. Coded architectural floor plans showing the final arrange-
ment of space committed to the PHS program,

" «¢. Final working drawings and specifications.

d. The design analysis report, describing the heating, ventila-
tion, and air conditioning, plumbing, and electrical power
systems.

¢. Provisions 1o meet mandatory Federal requirements and
special clearances.

When the rccxplent’s own construction and main-
tenance staff is used in carrying out the alteration
and renovation, i.c,, force account, the associated
costs are allowable prov:ded (1) the grantee can docu-
ment that force account is not any more costly than
contracting out and (2) the costs are substantiated by
receipts for the purchase of ‘materials and appro-
priate time certifications for the labor involved, In
addition, grantees must obtain PHS awarding office
approval where force account work is not reflected in
the original apphcatmn

Animals—Allowable for the acquisition, care, and
use of experimental animals. If the recipient operates
an animal resource facility, chargﬁ for use of the fa-

" cility should be determined in accordance with-the

“Cost. Analysis and Rate Setting Manual for Animal
Resource Facilities*’ (NIH Publication No. 80-2006,
October 1979).12

Audiovisual Activities—Allowable. Under PHS dis-
cretionary grants (or subgrants unger g:scrcnonarx
gram.s). PHS prior approval must be obtained touse. -
project funds (1) to acquire or produce audiovisuals
ar (2) to present or disseminate to the general public
an audiovisual produced or acquired with HHS sup-
por, if the costs of these activities are to be treated as
direct costs.

“Audiovisual”’ means a product containing visual
imagery or sound or both, such as motion picture
films, videotapes, filmstrips, slide shows, and live or
prerecorded radio or television programs, including
cominercials and other announcements and messages
of any size. *‘Production’ refers to the steps and
techniques used to create a finished audiovisual prod-
uct including, but not limited to, design, layout,
scriptwriting, filming or taping, fabrication, sound

- recording, and editing,

An audience is considered to be a ‘‘general public
audience" if the intended or actual audience for the
production includes persons who are not hezlth pro-
fessions colleagues and who are not directly involved
in project activities either as employees, providers of .
health services to patients, or other participants such
as volunteers or patients. If an audiovisual is pre-
sented at a location such as the following, it is con-
sidered to involve a general public audience:

I. Commercial, cable or educational television or radio; .
2. Commercial movie houses;
3. Public places such as airports, bus or railroad depots, or
waliting rooms; or
_4. Civic associations, schools {(except when used as a teaching
tool in a classroom setting), clubs, fraternal organizations,
or similar lay groups.

The requirement for prior approval does not apply
to the production or acquisition of films, videotapes,

1IThis may be obtained from the leswn of Research
Resources, National Institutes of Health, Bethesda, Maryland
20205.
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filmstrips or slides that are (1) incidental to labora-
tory work,; (2) essentially substitutes for other forms
of documentation or records, and (3) not intended
for release to or use with the general public, nor does
it apply to the placing of captions for the deaf or

. hearing impaired on products not originally intended

for such individuals.

A recipient having in-house production capability
must determine if it would be more efficient and eco-
nomical to use that capability or to contract for the pro-
duction of an audiovisual. (See ““Contracting Under
Grants”’ under “Postaward Administration—Manage-
ment Systems and Procedures—Procurement’’).

The applicant or recipient must provide the follow-
ing information, as applicable, concerning a proposed
production, acquisition, or presentation or dissemi-
nation to the general public: proposed type of audio-
visual (documentary, dramatization), technical speci-
fications {black and white or color, 16mum or 35mm,
etc.); proposed title; objectives; subject matter, text (if
applicable), and relationship to project objectives; in-
tended audience and location for showing; estimated
cost; number of prints; format; credits; length in min-
utes; time schedules for development, production, and
distribution; discussion of procedures for protection
of the rights and welfare of individuals appearing in
or identified in the audiovisual; a plan for distribution
and use; reasons why the medium chosen was selected
in preference to less expensive media and alternatives
which were considered and reasons for rejection.

Postaward prior approval requests will also be

,‘_1qu:'{ Costs—Allowable. When the audit scope is
limited to a single PHS grant-supported project and
the costs ‘of the audit can be specifically identified to
the proj.ect <and are consistently treated as direct costs,
the audit costs may be charged directly to that specific
PHS award; otherwise charges for audits should be
treated as indirect costs.

Bad Debits—Not allowable.

Bonding—Allowable. See 45 CFR 74, Subpart C for
policies and requirements concerning bonding..
Books and Periodicals—Allowable as a direct cost
when required for the conduct of the project. Where
an institution has a library, books and periodicals
should generally be provided as normal library serv-
ice and treated as indirect costs rather than being di-
rectly charged.

Child-Care Costs—Allowable to assist patients in re-
ceiving health services and to permit consumer board
members to attend board meetings. (See “Consumer/
Provider Participation’, . under_this. section.) Such

- costs may also be allowable as a fringe benefit for in-

necessary where the recipient proposes to make sig- -

nificant changes to the previousiy approved plans for
the grant-supported activity or where the originally
approved production or acquisition was not for view-
ing by a general public audience and the recipient
wishes to show it to a general audience.

Audiovisuals produced under a PHS grant-sup-
ported project must bear an acknowledgment and
disclaimer, as appropriate, such as:

““The production of this motion picture (television
program, etc.) was supported by Grant No. , ...
from (name of awarding agency). Its contents are
solely the responsibility of (name of grantee organi-
zation) and do not necessarily represent the official
views of (name of awarding agency).”’

Unless HHS has approved the audiovisual for
presentation to the general public, the acknowledg-
ment shall also be accompanied by a statement that
HHS has not approved this audiovisual for presenta-
tion to the general public.

If an audiovisual intended for general public au-
diences is produced under a PHS grant-supported
project, the recipient must submit two prints or tapes
of the finished product along with its annual or final
progress report {see “‘Postaward Administration—Re-
porting’’). The costs of such prints or tapes are
allowable project costs.
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dividuals working on a grant-supported project. (See
‘‘Fringe Benefits'* under this section.) .

Cammunicatr‘ons—A.llowgble for costs incurred for
local and long-distance telephone calls, telephone
surveys, telegrams, postage, ete.

Conference Services—Allowable under conference
grants for necessary recording of proceedings, simul-
taneous. translation, subsequent transcriptions, and
other similar costs.

Construction—Allowable only when (1) the program
legislation includes specific construction authority or
other specific modernization or facilities assistance
authority, and (2) PHS specifically authorizes such
costs.

Allowable and unallowable construction costs
under construction grants may generally include, but
are not limited to, those listed below. (See also Ap-
pendix III.) Programmatic regulations and other
terms of the award should be consulted for the spe-
cific costs allowable under a particular program.

1. Allowable Costs

. Site survey and soil investigation

. Site clearance {as long as reflected in bid)
. Stdewalks necessary for use of facility

. Driveways to connect with public roads
Parking areas

. Bid advertising

. Architect fees

. Liability insurance

Fixed and movable equipment

. Project management

. Unallowable Costs

. Relocation of utilities

. Offsite improvements

. Consultant fees not related to actual construction

APopOTrTRNMrAD TR

tract
- Bonus payments to contractors
. Damage judgment suits
. Fund-raising expenses
. Legal services not related to site acquisition

o o p

. Equipment purchased through a conditional sales con-




Consultant Services—Alowable. A consultant is an

. individual hired to give professional advice or serv-

{
L

- ices for a fee but not as an employee of the hiring
party. In unusual situations, a person may be both a
consultant and an employee of the same party, re-
ceiving compensation for some services as a consult-
ant and.for other work as a salaried employee, The
term “‘consultant’* also includes a firm that provides
paid professional advice or services. Recipients are
expected to have policies governing their use of con-
sultants that are consistently applied regardless of the
source of support, and are expected to justify using
consultants instead of salaried employees.

Charges to a project for consultant costs may in-

clude fees and travel costs (transportation/per diem/

subsistance costs). Under discretionary grants, PHS
awarding office prior approval is required if the use of
consultants, either individuats or firms, (1) constitutes
a transfer of substantive programmatic work, (2) re-
sults in a contract for general activities that requires
such approval (see ‘‘Contracting Under Grants™
“Postaward Administration—Management Systems
and Procedures—Procurement,’”} or (3} is required by
program regulations or other award terms.

See “Federal (U.S. Government) Employees'* un-
der this section for allowable costs associated with
Federal employee consultants as well as circum-
stances of allowability.

Consulting fees paid by an educational institution

~to a salaried member of its faculty are allowable only

in unusual cases and only if both of the following

" zonditions exist (see Section J.6.e.(1) of OMB Circu-

far A-21):

1. The consultation is across departmental lines or invoives a
separate or remote operation; and

2. The work performed by the consultant is in addition to his or

her regular departmental workload.

In all other cases, consulting fees paid to employ-
ees of recipient or cost-type contractor organizations
in addition to salary may be charged to PHS grant-
supported projects only in unusual situations and
when all of the following conditions exist:

1. The policies of the recipient or contractor permit such con-
sulting fee payments to its own employees regardiess of
whether Federal grant funds are received:

2. The consulting services are clearly outside the scope of the in-
dividual's salaried employment; and

3. It would be inappropriate or not feasible to compensate the
individual for these services through payment of additional
salary,

Authorization for consultmg fees paid to individ-
uals serving as both employees and consultants of the
same party must be provided in writing on a case-by-
case basis by the head of the recipient organization or
cost-type contractor incurring the costs, or his or her
designated representative is personally involved in
the project or program under consideration, the au-

/««n\;\horization may be given only by the head of the re-

ipient organization or cost-type contractor. This au-

-.norization must include determination that the
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abov&mquucd conditions are present and that there
is no apparent or actual conflict of interest, -

- Recipients and cost-type contractors are encour-
aged to obtain written reports from consultants. If
the recipient or cost-type contractor determines that
a report is not feasible or would probabiy not be use-
ful, it may exercise the option of not requiring a writ-
ten report.

Where the costs of consultants are borne in whole
or in part as direct costs by PHS projects, the consul-
tation must be documented by an invoice from the
consultant and a copy of the consultant’s written re-
port, if any. Any of the following information not
shown on the invoice and/or report must be shown in
a memorandum or other document, including hand-
written-notations on the invoice, signed by an organi-
zation official and retained in its files: the name of
the consulting firm or individual consultants, the na-
ture of the services rendered and their relevance to
the grant-supported. actifities, ﬁx&omthermse appar-
ent from the nature of the services; the period of
service; the basis for calculating the fee paid, e.g.,
rate per day or hour worked or rate per unit of serv-
ice rendered; and the amount paid.

Consumer/Provider Participation—Allowable in ac-
cordance with specific program regulations. When
not specifically authorized by program regulations,
only the following costs are allowable with the prior
approval of the PHS awarding office:

1. Reasonable and actual out-of-pocket costs incurred soiely as
a result of attending a scheduled meeting, including transpor-
tation, meals, babysitting fees, and lost wages.,

2. Only if not reimbursed to participants as per diem, or other.
wise, the reasonable costs of necessary meals furnished by the
grantee to consumer or provider participants during sched-
uled meetings. .

Where programmatic regulauons permit, but es-
tablish a maximum annual income for eligibility for
reimbursement of consumer/provider board members
for wages lost by reason of their participation in board
activities, the determination of eligibility will be made
on the basis of gross rather than net income,

Members of consumer/provider boards are not
considered employees or consultants of the grantee
organization and therefore may not be compensated
for their services other than as above nor are they eli-
gible for associated fringe benefits. While not eligibie
for individuval insurance coverage, board members
may be covered by an organizational insurance policy
while acting in their official capacities as board mem-
bers (see *“Insurance"’ under this section}.

Contingency Funds—Contributions set aside for
events the occurrence of which cannot be foretold
with certainty as to time, intensity, or with an assur-
ance of their happening, are unallowable under non-
construction grants. (See Appendix IlI concerning
contingency funds under construction grants.) Con-
tingency funds do not include pension funds, self-in-
surance funds and normal accruals.
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Contracting Under Grants—Allowable, See “‘Post-
award Administration—Procurement."’

Customs and Import Duties—Allowable. Charges
may include consular fees, customs surtaxes, value-
added taxes, and other related charges.

Dependency Allowances (Fellowship and Training
Programs)-—(See “Trainee Costs'* under this section).

Depreciation or Use Charges—Not normally allowa-
ble as a direct cost but may be included in the grant-
ee’s indirect cost pool. Depreciation or use charges
on equipment or buildings acquired under a federally
supported project, are unallowable.

Donor Costs—Allowabie for payment to volunteers
or research subjects who contribute blood, urine
samples, and other body fluids or tissues that are spe-
cifically project related.

Drugs—Allowable. See 42 CFR 50, Subpart E, for the
maximum atlowable cost for drugs under PHS grant-
supported projects’and activities for health services.

Project funds may not be used to purchase drugs

 classified by the Food and Drug Administration as

“ineffective” or “‘possibly effective’ except in ap-
proved clinical research projects or in cases where
there is no alternative other than therapy with “‘pos-
sibly effective’’ drugs.

Dues—Allowable for organizational membership in
professional organizations or societies if it can be
shown that such membership is necessary to accom-
plish the objectives of the project. Such costs are not
allowable under conference grants.

Payment of dues for an individual’s membership
in a professional organization is allowable as a fringe
benefit or an employee development cost if paid ac-
cording to an established institutional policy consist-
ently applied regardless of the source of funds.

Entertainment Costs—Not allowable. This includes

the cost of amusements, social activities, and related-

incidental costs such as meals, beverages, lodging,
and transportation. (See ‘‘Meals’’ under this section
for the allowability of meal costs.)

Eguipment Purchase—Allowable. See ‘‘Glossary™
for definitions of general-purpose and special-pur-
pose equipment. PHS awarding office prior approval
is required for the purchase of general-purpose
equipment costing $500 or more per unit or individ-
ual items of special-purpose equipment costing
$1,000 or more per unit, treated as a direct cost. For
policies governing the use, management, and disposi-
tion of equipment, see ‘“‘Postaward Administration
Property Management and Accountability.” For poli-
cies governing the amount of allowable costs that may
be charged for rental of equipment, see ‘‘Rental or
Lease of Facilities and Equipment’* under this section.

Conference grant funds may not be used for the
purchase of equipment.

J_Federal (U.S. Governmentj Employees—The follow-
ing rules apply to payments made to Federal employ-
ees under a PHS grant-supported project:

1. Consultant fees: Allowable only when all of the following
conditions are present:

a. The employees are medicat personnel of the Uniformed
Services of the United States (except Commissioned Offi-
cets of the Public Health Service) providing the kind and
extent of medical services approved in the grant award.

b, Adequate numbers of qualified civilian medical personnet
are not available to provide these services and eligible Fed-
cral medical personne! are hired only in addition to those
qualified civilian medical personnel, if any, who are
available.

€. The eligible Federal medical personnel employed-as con-
sultants have prior written authorization frem their com-
manding officers to the effect that they are authorized to
work on the grant-supporied activity and to be paid for
their efforts. Such authorizations may be given when the
work will be performed during nonduty hours or whils the
employee is on authorized leave, and will not interfere
with the performance of his or her Federal duties.

i 2. Outpatient or subject costs: Allowable when the employee is
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a patient or subject undergoing study in connection with ac-
tivities supported by the grant, -

‘3. Salaries: Allowable when the employes is: -

a. Working under a grant to a Federal institution in which
case salary payments from PHS grant funds must be pro-
portional to the time an individual devotes to the project.
The total salary support may not exceed the normal level
of compensation for the work performed; or

b. Performing services other than consultant services, during
nonduty hours, while in leave-without-pay status, or on
detail to a State or local government, educational institu-
tion, or other nonprofit organization, provided:

(1) Reimbursement is in accordance with terms mutually
acceptable to the grantee organization and the PHS
awarding office; and

{2) All parties concerned are assured that there is no possibil-
ity of dual-compensation for the same work or an actual
or apparent conflict of interest. The grantee/applicant
must submit a letter from a supervisory or personnel
official in the Federal employes's employing Agency
which approves his working on the grant project.
Such documentation must be provided to and desmed
acceptable by the Grants Management Officer of the
awarding office prior to incurring any cost chargeable
to the grant project for that employee's services,

4. Travel: Allowable when the employee is:
a. Working under a grant to a Federal institution: or
b. Performing allowable reimbursable services as outlined
above

¢. Attending a PHS grant-supported conference (1) during
nonduty hours, (2) while in leave-without-pay status, or
(3) on detail 10 a State or local government, educational
institution, or other nonprofit organization, provided
such payments are made in accordance with established
institutional policy, and the parties concerned have taken
care to ensure that there is no actual or apparent conflict
of interest.

The four types of costs listed above are the only
costs that can be charged to PHS grants in behalf of
Federal employees. Recipients should advise any
Federal employee with whom these types of arrange-
ments may be made of the need to consult with his or
her employing agency concerning the allowability of
such payments.




Fines and Penalties—Unallowable unless incurred as
a result of compliance with specific provisions of an
award or instructions in writing from the awarding
office.

Fringe Bengfits—Allowable in proportion to the
amount of time or effort employees devote to the
grant-supported project, provided such costs are in-
curred under formally established and consistently
applied policies of the organization. See *‘Salaries
and Wages'* under this section.

Tuition or tuition remission for regular employees
or their families is allowable as a fringe benefit. For

. policies applicable to tuition remission for students

working on grant-supported projects, see “‘Salaries
and Wages’’ under this section. See “Trainee Costs™
under this section for the allowability of tuition costs
for trainees and fellows,

Fund Raising—Not allowable. -

Honoraria—Not allowable when the prim&sy iritent -

is to confer distinction omn, or to symbolize respect,
esteem, or admiration for, the recipient. An honorar-
ium that constitutes a payment for services rendered,
such as a speaker’s fee under a conference grant, is
allowable.

Hospitalization—See “‘Patient Care Costs’ under
this section.

Insurance—Allowable. Insurance is usually treated
as an indirect cost. In certain situations, however,

" where special insurance is required because of risks

peculiar to the project, the premiwm may be charged
as a direct cost if consistent with organizational pol-
icy. Such premiums may include those on hazard,
malpractice, and other liability insurance to cover the
grant-supported project and the approval activities
of grant-supported personnel, including trainees, fel-
lows, and governing bodard members.

Egquipment—Costs of insuring equipment, pur-

- chased with project funds should normally be-in-
cluded in indirect costs, but may be allowable as
direct costs if this manner of charging is the nor-
mal organizational policy.

Costs of insurance on Government-owned equip-
ment are not allowable except to the extent that the
PHS awarding office has specifically required or
approved such costs.

Trainees and fellows—The cost of medical insur-
ance for fellows and trainees is allowable as part of
the institutional allowance (see “Trainee Costs”
below), if such medical insurance is required of all
students of similar standing as a condition of the
individual’s participation in the institution’s pro-
grams, regardless of the source of support.
Interest Costs—Not allowable, unless (1) specifically
provided for under program legislation such as that
authorizing the payment of interest on loans for

~the acquisition and/or modernization of existing

~ buildings, or (2) allowable under the applicable cost

principles.
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Land or Buildings Acquisition—Not allowable unless
acquisition or construction is specifically authotized
by program legislation and provided for in the grant
award, Under those PHS programs that have authority
to permit recipients to acquire facilities, considera-
tions such as the type of program(s) being supported,
and the Federal interest in purchased property will be
taken into account by the PHS awarding office in de-
termining whether property should be leased or pur-
chased. (See “Rental or Lease of Facilities and
Equipment” under this section.) Use allowance or
depreciation on buildings which were not acquired
under a Federal project are allowable (usually as an
indirect cost). (See also **Facilities Purchased or
Constructed by State or Local Governments.’*)

Leave—Allowable for employess.as an employee
fringe benefit. See “Fringe Benefits’ in this section.

Although trainees and fellows in- academic institu-
tions are not entitled to vacations as such, they are en-

* titled"to normal student holidays and the period be-

tween semesters observed by their training institutions.
Trainees and fellows in nonacademic institutions are
entitled to the holiday and vacation schedule applica-
ble to all trainess and fellows at the institution.

Legal Costs—Allowable where required in the ad-
ministration of a grant-supported project, subject to
the limitations described below, and the applicable
cost principles. ’

Legal costs incurred in the prosecution of claims,
whether equitable or monetary, against the Faderal
Government are unallowable charges to PHS grant-
supported projects. However, the legal costs of pur-
suing an administrative action, e.g., an administra-
tive grant appeal, are allowable.

Before the recipient incurs legal costs that are ex-
traordinary or unusual in nature, the recipient should
make an advance agreement regarding the appropri-
ateness and reasonableness of such costs with the ap-
propriate Grants Management Officer of the PHS
awarding office.

Library and Information Services—Allowable as a
direct cost when specifically required for the conduct
of the project and when identifiable as an integral
part of the grant-supported activity—for example, in
those programs designed to develop and support such
services. General library support is not allowable as a
direct cost but may be included in the recipient’s indi-
rect cost pool.

Lobbying—Generally unallowable. However, if the
recipient can demonstrate that iobbying activities are
necessary to carry out the project, the costs may be
allowable. If the recipient is unsure about the allowa-
bility of such costs, it shouid seek an advance under-
standing with the Grants Management Officer of the
PHS awardng office.

Costs of lobbying activities to influence legislative
or appropriation actions pending before the U.S.
Congress are unallowable.
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Meals—Allowable (1) for subjects and patients under
study, (2) when an organization customarily provides
meals to employees working beyond the normal
workday, (3) as a part of a formal compensation ar-
rangement, (4) as part of a per diem or subsistence al-
lowance provided in conjunction with allowable

" travel, or (5) when meals are a necessary and integral

part of a conference being supported by a conference
grant, provided that such charges are not duplicated
in participants’ per diem or subsistence allowances.
Guest meals are not allowable. See *““Customer/Pro-
vider Participation”’ under this section regarding the
allowability of cost of meals for consumer and pro-
vider participants in grant-supported activities.

Moving Costs—See “Recruitment Costs,”” “Reloca-
tion Costs,”* and “*Transportation’ under this section.

Motion Pictures—See “‘Audiovisual Activities” un-
der this section.

- News Release:Costs—Allowable only with PHS
" awarding ‘office prior apprnval However, the re-

quirement for pnor approval does not apply to edu-
cational institutions.

Nursery Items—Allowable for purchase of toys,
games, etc., to allow patients to attend clinic ses-
sions, or for diagnostic or therapeutic purposes in
child development clinics and simiiar programs.

Overtime—See Salaries and Wages under this section.

Patient Care—Allowable to provide routine and an-
cilliary medical services on either an inpatient or
outpatient basis if the recipient has obtained prior
approval from PHS for the need to treat patients and
to incur patient care costs in the project receiving
grant support. The incurrence of patient care costs in
excess of the amount included for such costs in the
approved budget must have prior approval.

Patient care costs do not include allowable items
for personal expense reimbursement, such as patient
travel, consulting physician fees, or any other direct
payments to patients, including inpatients, outpa-
tients, subjects, volunteers, and donors.

For research grants, the institution will be reim-
bursed on the basis of research patient care costs ex-
pressed as a rate or amount. See Appendix II for the
policies and procedures to be followed in negotiating
research patient care rates.

For grants other than research grants, reimburse-
ment will be made on the basis of “‘reasonable cost”’
as set forth in the Principles of Reimbursement for
Provider Costs {(under Title XVIII of the Social Se-
curity Act) published by the Health Care Financing
Administration, HHS, except where a different basis
for reimbursement is set forth in governing program-
matic regulations or guidelines.

Pension Plan Costs—Allowable if (1) the benefits are
reasonable and are provided according to the estab-
lished policies of the organization consistently ap-
plied regardless of the source of funds; (2) the
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amount assigned to each fiscal year is in accordance
with generally accepted accounting principles; and
(3) the cost assigned to a given fiscal year is paid or
funded for all plan participants within six months af-
ter the end of that fiscal year, Amounts funded in ex-
cess of the pension costs assigned to a given fiscal
year shall be applied to future years. (“‘Pension
plan" is defined as a plan established and maintained
by an employer to systematically provide for the pay-
ment of benefits to its employees after their retire-
ment and may also provide benefits such as perma-
nent and total disability or survivorship payments to
beneficiaries of deceased employees. ) The *‘pay-as-
you-go"’ cost method, i.e., when pension benefits are
paid by a recipient directly to,or on behalf of, retired
former employees {or their beneficiaries), may be
used by State, local, or Indian tribal governments, or
hospitals. Under this method, the benefits may be
charged in the year in which the payments are made
to, or on behalf of, retired former emplovees (or
their beneficiariés), provided that the récipient fal-
lows a consistent policy of treating such payments as
expenses in the year of payments. See the applicable
cost principles for additional information on the al-
lowability of costs associated with pension plans.

Preaward (Preagreement) Costs—Not allowable for
costs incurred before the beginning date of the budget
period of a new or competing continuation award un-
less the costs involved are included in the approved
budget and the costs are approved as preaward costs
in writing by the Grants Management Officer of the
PHS awarding office. However, a grantee may, at its
own risk, incur obligations and expenditures before
the beginning date of the budget period of a noncom-
peting continuation award that is within an approved
project period and may charge such costs to that con-
tinuation award, if made, provided (1) the costs con-
cerned are considered necessary to the conduct of the
project, (2) the costs are allowable under the con-
tinuation award, and (3) when required for specific
expenditures or activities, prior approval was ob-
tained. In allowing the grantee this flexibility, PHS
expects the grantee to be fully aware that such “bor-
rowing'' against future support must not impair its
ability to accomplish the project objectives in the ap-
proved time frame or in any way adversely affect the
conduct of the project.

Publication Costs—Allowable.

Page charges for publication in professional jour-
nals may be paid from project funds if both of the
following conditions are met:

1. the paper reports work supported by the grant..

2. the charges are levied impartially on all papers published by
the journal, whether or not by Government-sponsored au-
thors. .

Other publication costs such as publications,

books, monographs and pamphlets are allowable

subject to the prior approval requirements in the
cost principles. Purchase of reprints without cov-
ers is an allowable cost. Purchase of reprints with




covers 1s allowable only if the cost is the same as
‘without covers or where the publisher sells only re-
prints with covers.

Recruitment Costs—Allowable subject to the condi-
tions and restrictions contained in the applicable cost

_principles. These costs may include help-wanted ad-

vertising costs, travel costs to preemployment inter-
views incurred by applicants, and travel costs of
employees while engaged in recruiting personnel.
Project funds may not be used for a prospective
trainee’s travel costs to or from the grantee institu-
tion for the purpose of recruitment. However, other
costs incurred in connection with recruitment under
training or manpower programs, e.g., advertising,
may be allocated to a grant-supported project ac-
cording to the provisions of the applicable cost prin-
ciples concerning recruitment costs (See ‘‘Travel”
and “Relocation Costs”’ in this section).

Registration Fees (For Symposiums and Semmar)—
Allowable if riscessdry’to accomplish project or pro-
gram objectives.

Relocation Costs—Allowable in other than ciiange of

-grantee institution situations when such costs are in-

curred incident to the permanent change of duty as-
signment (for an indefinite period or for a stated
period of no less than 12 months) for an existing em-
ployee working on a grant-supported project, or
upon recruitment of a new employee for work on the
project provided that the move is for the benefit of
the grantee organization and paymeént is made ac-
cording to established organizational policies consist-
ently applied regardless of the source of funds. These

" costs may include transportation of the employee, his

or her family, dependents, and household goods to
the new location, and certain expenses associated
with the sale of the former home. (See OMB Cire.
A-122) Where relocation costs have been incurred in
connection with the recruitment of a new employee
and the employee resigns for reasons within his con-
trol within 12 months after hire, the institution must
credit the grant account for the full cost of the reloca-
tion charged to the grant.

In change of grantee institution situations, the per-
sonal relocation expenses of project directors or prin-
cipal investigators and others moving from the orig-
inal grantee to a replacement.grantee (see ‘'Postaward
Administration Changes in Project™) are not allowa-
ble charges to PHS grants.

Rental or Lease of Facilities and Egquipment—
Allowable as indicated below. Due to the complex
nature of determining the allowable amount under
certain types of leases, grantees are encouraged to
consult the PHS awarding office Grants Manage-
ment Officer befote entering into leases that will re-
sult in direct charges to the grant project.

In general, the rental costs for facilities and equip-
ment applicable to each budget period should be
charged to that period, as specified on the Notice of

Grant Award. However, see “Postaward Adminis-

tration—Procurement’’ for an exception to this gen-
eral rule,

Subject to the hmztat:ons below, rental costs are al-
lowable to the extent that the rates are reasonable at
the time of the decision to lease, in light of such fac-

- tors as rental costs of comparable property, if any;
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market conditions in the area; the type, life expect-
ancy, condition, and value of the property leased;
and available alternatives.

Rental costs under leases that create.a material
equity in the leased property are allowable only up to
the amount that would be allowed under the applica-
ble cost principles had the lessee purchased the prop-
erty on the date the lease agreement was executed.
This would include depreciation or use allowances,
maintenance, taxes, insurance, etc., but would ex-
clude unallowable costs. A lease giving rise to mate-
rial equity would be one that is noncancelable or is
only cancelable upon the occurrence of some remote
contingency and has one or more of the following
characteristics:1?

1. The lessce has the right to purchase the property for a
price that at the beginning of the lease appears to be sub.
stantially Iess than the probable Fair market value at the
time it is permitted to purchase the property (commonly
called a lease with a bargain purchase option).

2. Title to the property passes to the lessee at some time dur-
ing or aftet the lease period.

3. The term of the lease (initial tarm plus periods covered by
bargain rencwal options, if any) is equal to 75 percent or
more of the economic life of the property, i.¢., the period
the property is expected to be economically usable by one
Orf MOore users,

Under an arrangement whereby property is sold to
and leased back from another organization or indi-
vidual (called a “‘sale and leaseback arrangement’),
rental costs are allowable only up to the amount that
would be allowed under the applicable cost principles
had the lassee continued to own the property.

Rental costs under Jess-than-arms-length leases are
allowable only up to the amount that would be al-
lowed under the applicable cost principles had title to
the property been vested in the lessee. Such a lease is
one under which one party to the lease agreement is
able to controf or substantially influence the actions
of the other. Such leases include, but are not limited
to, those between (1) divisions of an organization, (2)
organizations under common control through com-
mon officers, directors, or members, and (3) an orga-
nization and a director, trustee, officer, or key em-
ployee of the organization, or his or her family,
either directly or through corporations, trusts, or
similar arrangements in which they hold a controlling
interest.

WThe definition of “material equity lease™ in this section differs
from the definition of this term in the cost principles for educa-
tional institutions (OMB Circular A-21). For those institutions the
definition in A-21 shall govern.
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Reserve Funds—Allowable for specific program-
matic purposes only where permitted by a program’s
authorizing statute or governing regulations,

Contributions to a reserve fund for self-insurance
are allowable as specified in the governing cost prin-
ciples.

'Sabbatical Leave—Sabbatical leave costs may be in-

cluded in a fringe benefit rate or in the institution’s
indirect cost rate, Salary may be charged directly toa
project for services rendered the project by an indi-
vidual while he or she is on sabbatical leave, provided
that the salary is proportional to the service rendered
and is paid according to established institutional
policies applicable to all employees regardless of the
source of funds. Sabbatical leave paid by an in-
dividual's employer, in combination with other com-
pensation (¢.g., partial salary from a PHS grant),
cannot exceed 100% of an individual's regular salary
from hlS or her institution,

Salaries and Wages—-—-AlIowable. Compensation for -
personal services covers all amounts paid or accrued -

by the organization for services rendered to the proj-
ect. These costs are allowable to the extent that they
are reasonable and conform to the established, con-
sistently applied policy of the organization.

Payroll distribution—Amounts charged to grant-
supported projects for personal services must be based
on an adequate payroil distribution system. Standards
for payroll distribution systems are contained in the
applicable ¢ost principles. Briefly summarized, these
approved systems are as {ollows:

1. Hospitals:
a, Monthly after-the-fact reports of the distribution of
time or effort for professional staff.
b. Time and attendance and payroll distribution records
for nonprofessional employees.

The total effort for which the employee is compensated

and which is required in fulfillment of his/her oblige--

tions to the organization must be accounted for.
2. Nonprofit organizations:
a. Monthly after-the-fact activity reports mcludmg a
,signed certification by the employee or a responsible
supervisory officizl having firsthand knowledge of the
work performed that the distribution of activity
represents a reasonable estimate of the actual work per-
formed by the employee during the periods covered by
the reports. Each report must account for the total ac-
tivity for which the employee is compensated and which
is required in fulfillment of his or her obligations to the
organization.

b. For nonprofessional employees additional supporting
records indicating the total number of hours worked
¢ach day must be maintained in conformance with the
Department of Labor regulations implementing the
Fair Labor Standards Act (29 CFR Part 516).

The distribution of salaries and wages must be sup-
ported by personnel activity reports as described above,
except when a substitute system has been approved in
writing by the cognizant agency designated under OMB
Circular A-122,

3. State, local and Indian Tribal government agencies:

" a. Time and attendance or equivalent records for all
employees.
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b. Time distribution records for employees whose com-

pensation is chargeable to more than one grant or other
cost objective.

4. Educational Institutions:
a. A system of monitored workload or a system of person-

nel activity reports for professorial and professional
staff,

b. A system of personne! activity reports for nonprofes-

sional employees.

The monitored workload system or the personnel activ-
ity report must account for 100 percent of the work for
which the employee is compensated and which is re-
quired in fulfillment of the employes's obligations to
the institution. Under the monitored workload system,
adjustments must be made for significant changes in
workload distribution, and 2 statement must be signed
at least annually by the employee, principal investiga-
tor, or other responsible official having firsthand
knowledge of the work, indicating that the salaries and
wages charged are reasonabie. For professorial or pro-
fessional staff, personnel activity reports will be pre-
pared for ecach academic term, but no less frequently
than every 6 months. For other employees, the reports
will be prepared no less frequently than monthly and
will coincide with one or more pay periods. .

Charges for work performed by faculty
members on sponsored research agreements
during the summer months or other period
not included in the base salary period will be
determined for each faculty member 2t a rate
not exceeding the base salary divided by the
period to which the base salary relates. The
base salary period used in computing charges
for work performed during the summer
months will be the number of months covered
by the faculty member’s official academic
year appointment.

Overtime premiums—Premiums for over-
time are generally allowable; however, such
payments are not allowable for faculty mem-

" bers at institutions of higher education. Over-

time premiums paid by nonprofit organizations
other than institutions of higher education
and hospitals require PHS prior approval ex-
cept under certain circumstances as specified
in the governing cost principles. Where over-
time premiums are allowable, the categories
or classifications of employees that are eligible
to receive overtime premiums should be deter-
mined according to the formal policies of the
organization consistently applied regardless of
the source of funds.

Bonus payments—Allowable as part of a
total compensation package provided that
such payments are reasonable and are made
according to a formal policy of the recipient
organization that is consistently applied.

Support from multiple grants—When sal-
aries and/or other activities are being sup-
ported by two or more grant projects, costs
associated with these' activities should be
allocated to each proiect based on the time or
effort devoted to each project. A different
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basis may be used to charge costs if the award-
ing office(s) Grants Management Officer(s)
agrees in advance in writing that two or more
grants concurrently support one identified ac-
tivity or program.

Compensation of students—Tuition rernis-
sion and other forms of compensation paid
as, or in lieu of, wages to students (including
fellows and trainees) performing necessary
work are allowable provided that: (1) there is
a bona fide employer-employee relationship
between the student and the institution for the
work performed, (2) the tuition or other pay-
ments -are reasonable compensation for the
work performed and are conditioned explicitly
upon the performance of necessary work, and
(3) it is the institution’s practice to similarly
compensate students in nonsponsored as well
as sponsored activities.

The determination as to the allowability of
such compensation as 2 charge to a grant will

be made on the basis of the cost principles
without regard to whether the compensation is
or is not taxable.

Charges for tuition remission and other
forms of compensation paid to students as, or
in lieu of, salaries and wages shall be subject
to the reporting requirements in section J.6.
of OMB Circular A-21, and shall be treated as
direct or indirect costs according to the actual
work being performed. Tuition remission may
be charged on an average rate basis.

College Work-Study Program—PHS grant
funds may be used to pay all or part of the
non-Federal share of a student’s compensa-
tion under the Department of Education's
College Work-Study Program. Payment of
such compensation must be for the perform-
ance of services necessary to the approved
project from whmh payment is made.

Service Charges—The costs of institutional services
and central facilities owned by the recipient institu-
tion, such as computer services, are allowable.

Severance Pay-—Allowable only to the extent that
such payments are required by (1) law, (2) employer-
employee agreement, (3) established policy that con-
stitutes an implied agreement on the part of the or-
ganization, or (4) the circumstances of the particular
employment. The amount of severance pay to be pro-
vided should be determined according to the estab-
lished organizational policy consistently applied
regardless of the source of funds, and should be rea-
sonable, taking into consideration the practice of

. similar types of organizations and the extent of the

organization’s dependence on Federal funds. The ap-

/‘“ ~licable cost principles should be consulted regarding

ie different treatment of severance pay in regular
~.nd mass termination situations.

Sub;;ct Costs—(See “Patient Care" under this sec-
tion

Supplies—Allowable,

Taxes—Allowable, Such costs include taxes that an
institution is required to pay as they relate to employ-
ment, services, travel, renting, or purchasing for a
project. Institutions must avail themselves of any tax
exemptions for which activities supported by Federal
funds may qualify. On projects involving construc-
tion, State sales and use taxes for materials and
equipment are allowable only when no refund or ex-

.emption on such taxes is granted by the State.

Termination Settlements—When a grant is termi-
nated, the grantee shall not incur new obligations for
the terminated portion after the effective date, and
shall cancel as many outstanding obligations as possi-
ble. The granting agency shall allow full credit to the
grantee for the Federal share of the noncancellable
obligations properly incurred by the grantes prior to

- termination. See 45 CFR 74.115(c). Bosts. relatad:to

the sale of property are not allowable if the grantee is
reimbursed at a fixed amount or rate according. to
Subpart C of 45 CFR 74, -

Trailers and Modular Units—Allowable as indicated
below. A ““trailer” is defined as a portable vehicle
built on a chassis that is designed to be hauled from
one site to another by a separate means of propul-
sion, and that serves, wherever parked, as a dwelling
or place of business., A “moduiar unit” is a prefabri-
cated portable unit designed to be moved to a site and
assembled on a foundation to serve as a dwellingora
place of business. The determination of whether
costs to acguire trailers or modular units are allow-
able charges to PHS grant-supported projects de-
pends on whether such units are classified as real
property or as equipment. The Grants Management
Officer shall determine such classification. The class-
ification will depend on whether the recipient’s in-
tended use of the property is permanent or tem-
porary.

A trailer or modular unit would be considered as
real property when the unit and its installation are de-
signed or planned to be installed permanently at a

. given location so as to seem: fixed to the land as a per-
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manent structure or appurtenance thereto. Units
classified as real property may not be charged to a
PHS grant-supported project unless authorizing leg-
islation permits construction or acquisition costs or
purchase of real property, and the specific purchase
is approved by the PHS awarding office.

A trailer or modular unit would be considered
equipment when the unit and its installation are de-
signed or planned to be used at any given location for
a limited time only. Units classified as equipment

‘may be charged to PHS grant-supported projects

only if program regulations do not prohlbxt the pur-
chase of equipment and prior approval is obtained

from the PHS awarding office. Such approval may ¢

not be granted at the institutional level.




A trailer or modular unit properly classified as real
property or equipment at the time of acquisition shall
retain that classification for the life of the item,
thereby determining the appropriate accountability
requirements under 45 CFR 74, Subpart O.

Trainee Costs—Allowable under predoctoral and
postdoctoral training grants if permitted by the au-
thorizing statute or governing programmatic regula-
tions. For each individual to be trained, such costs
may include: (1) a stipend and (2) tuition and fees
which are directly associated with and necessary to
the individual’s training and are incurred within the
period of grant-supported training. Grantee institu-
tions may rebudget funds among stipends and tuition
and fees, i.e., within the trainee cost category, but
may not rebudget funds awarded for trainee costs
into another budget category without PHS awarding
office prior approval. Funds may be rebudgeted into
trainee costs without PHS prior approval to the ex-
tent that the resulting support for trainees does not
constityte a thange insthe-scope or objectives of the
approved project (se¢ “‘Postaward Administration—

~Changes in Expenditures/Activities'").

Dependency allowances—Generally not
allowable,

Institutional Allowances (Fellowships) and In-
stitutional Costs—Non-Trainee Expenses
{Training Grants)—Institutional allowances
may be requested by institutions sponsoring a
predoctoral or postdoctoral fellow, unless
otherwise restricted by law or regulations,
Under fellowship (individual) awards, non-
Federal institutions may request an institu-
tional allowance of up to $4,000 for each year
of support for each fuli-time predoctoral fel-
low, and up to $5,000 for each year of support
for each full-time postdoctoral fellow.
However, for training grants awarded under
the National Research Service Award author-
ity, institutional costs requested may not ex-
ceed the f{ollowing ceiling amounts: up to
33,000 per year for each full-time predoctoral
trainee; up to $5,000 per year for each full-
time postdoctoral trainee, The actual amount
to be awarded for institutional costs wiil be
determined as part of the budget review and
negotiation process.

Institutional ailowances under fellowships
are provided in lieu of ail other institutional
costs and are intended to cover the following
types of expenses: (1) tuition and fees, in-
cluding the costs of medical insurance, re-
quired of the fellow as a condition of his or
her participation in the organization’s training
program, and required of all students of
similar standing, regardless of the source of
funding; (2) supplies and equipment; (3) fac-
ulty salary; (4) trainee travel to attend scien-

tific meetings; and (5) other administrative
COsts,
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Expenditures under fellowship institutional
allowances are not subject to PHS prior ap-
proval and rebudgeting requirements nor is
the sponsoring institution required to account
for these expenditures on an actual cost basis.
However, if the fellow is not enrolled or
engaged in training for more than 6 months of
the year of support for which the award was
made, only one-half () of that year's allow-
ance may be charged to the grant,

Institutional costs under training grants,
e.g., research supplies and equipment, and
faculty salaries are allowable in accordance
with the rules on cost allowability prescribed
in the cost principles and this ‘section.

Stipends—Allowable for fellowships, train-
ing grants, or other types of grant-supported
projects where such payments are specifically
permitted under the governing legislation or
program regulations. :

Stipends provided to individual fellows or
trainees are paid in accordance with preestab-
lished levels. The following stipend levels are
applicable to all PHS predoctoral and post-
doctoral training other than short-term and
prebaccalaureate training, unless otherwise
provided by legislation, regulation, or, where
deviations have been authorized by PHS, S the
special terms of the award.

Stipend levels for full-time PHS fellowships
and traineeships are based on a support year
of 12 months and are as follows (where individ-
uals are required to pursue training on a full-
time basis to be eligible for support, “full-
time" is defined by the institution’s policies):

I. Predoctoral!$
$5,040, regardless of the year of award.

2. Postdoctoral
Years of Relevant Experience!”
LY $13,380
14,040
2 e 14,736
SN 15,468
L 16,236

- 17,040
[ JP e resrmbensrrraraenerny 17,892
- L - L PO 18,780

15As of the date of publication of this document, the following
prograrms administered by the Bureau of Health Professions,
Health Resources Administration are authorized to use the stipend
amounis as ceilings rather than as standard amounts:

1. Public Health Traineeship Program
2. Professional Nurse Traineeship Program
3. Allied Health Advanced Traineeship Program

%The prebaccalaureate Minority Access to Research Careers
Program administered by the National Institute of General Medi-
cal Sciences, National Institutes of Hezlth and by ADAMHA is
authorized to pay a $3,900 stipend.

TFor trainees, the “year of relevant experience” at the time of
entry into the program will be determined as of the date on which
the individual trainee begins his or her training rather than on the
budget period beginning date of the training award. For fellows,
this determination will be made as of the issue date of the award
made to the individual fellow rather than on the activation date of
the fallowship.
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Petermination of the years of re'!evant expetience will be
made in accordance with the program announcement, and
will give credit to field experience as well as to year of par-
ticipation in the grantfsupponed program.,

The Occupational Safety and Health Train-
ing Program, administered by the Nationai
Institute of Qccupational Safety and Health,
Centers for Disease Control, is also author-
ized to use the stipend amounts, as ceilings.
The Minority Fellowship program, adminis-
tered by the Alcohol, Drug Abuse, and Mental

Health Administration, is authorized to per-.

mit grantee organizations to contribute toward
the predoctoral stipend level, thus reducing
the amount of the Federal contribution.

An institution is allowed to provide funds
to an individual in addition to the stipends
paid by PHS. Such additional amounts may
either be in the form of augmented stipends,
i.e., *supplementation,” provided without

. obligation to the fellow or trainee according to

:=%  “institutional policy, or in the form of compensa-

tion (salary and/or tuition remission) for serv-
ices such as teaching or serving as a laboratory
assistant. However, funds characterized as
‘““‘compensation of students” that meet the re-
quirements under “Salaries and wages-com-
pensation of students™ in this section are not
considered. Also, assistance under the
Veterans Readjustment Benefits Act (“‘G.I.
Bill'"} is not considered as supplementation.
Under no circumstances, however, should the
service requirements detract from or prolong
the training.

Institutions can determine what amount of
supplementation, if any, will be provided their
own formally established policies governing
supplementation. The institution’s policies on
supplementation must also include a means to
ensure that those policies are followed con-
sistently. The policies must be documented
and are subject to audit. No Federal (grant)
funds may be used for supplementation unless
specifically authorized under the terms of
both the program from which such supple-
mental funds are to be received, and the pro-
gram whose funds are to be supplemented.
This is not intended to discourage the use of
Federal loan funds.

However, funds characterized as “compen-
sation of students’’ that meet the requirements
under ““Salaries and wages-compensation of
students’’ in this section are not considered
stipend supplementation.

Travel—Costs associated with travel necessary to
an individual’s training, including attendance at
meetings, that are incurred within the period of
grant-supported ftraining, are allowable under PHS
training grants. Registration fees associated with
such meetings are also allowable. However, travel

39

costs may not include travel between the trainee’s or
fellow’s place of residence and the training site, ex-
cept in the case of certain specialized programs that'
are relatively short term in duration and are expressly
designed to train specific disadvantaged benefici.
aries, ot in the case of extreme need or hardship of an
individual trainee or fellow, where a one-way travel
allowance may be authorized by the grantse. In the
case of individual fellowships, such travel will be
paid from the institutional allowance. (See ““Institu-
tional Allowance” under this section.) Awards for
training at a foreign site may include a single round-
trip economy or coach fare, with the approval of
PHS.

Tuition and related costs— Allowable unless other-
wise provided by the terms and conditions of the
award. Tuition and fees are allowable only to the ex-
tent that the same resident or nonresident tuition and
fees are charged to regilar non-federally supported
students, Tuition at the postdoctoral level is limited
to that required for specified courses,

Transportation of Property—Allowabte for freight, '

express, cartage, postage, and other transportation
services relating either to goods purchased, in proc-

ess, or delivered, including instances when equipment -

or other property is moved from one recipient organ-
ization to another. In a change of grantee institutions
situation, the cost of transportation may be charged
to the grant at either the original or the new organiza-
tion, depending on the circumstances and the availa-
bility of funds in the appropriate active grant ac-
count. (See “‘Postaward Administration—Changes
in Project.”’)

Travel

General—Allowable as a direct cost where such
travel will provide direct benefit to the project. Ac-
cording to the organization’s established travel pol-
icy, such costs for employees warking on the grant-
supported project may include associated per diem or
subsistence allowances and other travel related ex-
penses such as mileage allowances if travel is by per-
sonal automobile, '

Domestic travel is that performed within the recipi-
ent’s own country. Domestic travel includes travel
within and between any of the 50 states of the United
States and its' possessions and territories, and also in-
cludes travel between the United States and Canada
and within Canada.

Foreign travel is defined as any travel outside of
Canada and the United States and its territories and
possessions. However, for an organization located
outside Canada and the United States and its terri-
tories and possessions, foreign travel means travel
outside that country.

For recipients which are institutions of higher edu-
cation, prior approval is required for domestic travel
when such travel is not included in the approved
budget or for domestic travel in any budget period
which exceeds the amount identified in the approved
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" direct cost budget for such travel by $500 or 25 per-

cent of the budgeted amount, whichever is greater.
For foreign travel, each scparate foreign trip must
Teceive specific prior approval under the IPAS.

For recipients which are nonprofit organizations,
direct charges for foreign travel costs are allowable
only when the travel has received awarding agency
prior approval. .

In all cases, travel costs are limited to that allowed
by formal organizational travel policy and in the case
of air travel, less than first-class travel must be used
when available. Recipient institutions must comply
with the requirement that U.S. flag air carriers be used
by domestic grantees to the maximum extent possible
when commercial air transportation is the means of
travel between the United States and a foreign coun-
try or between foreign countries. This requirsment
shall not be influenced by factors of cost, conven-
ience, or personal travel preference.

If the recipient organization has no formal travel
policy, HHS travel regulations, including maximum

per diem and subsistence rates prescribed in those.

regulations, shall be used to determine the amount
for travel costs. This information may be requested
from the PHS awarding office and is available in the
HHS Travel Manual for public inspection and copy-
ing at HHS and Regional Office information centers.

In addition to these general policies, some specific
policies applicable to various types of travel and trav-
elers are indicated below. '

Applicants and grantees should consult application
instructions to determine how to budget for the fol-
lowing types of costs since they are not all required to
be budgeted as ‘‘travel.”

Patients—If patient care is an approved ac-
tivity of the grant-supported project or pro-
gram, the costs of transporting patients to the
site where services are being provided, includ-
ing costs of public transportation, are allow-
able. The purchase of motor vehicles for this
purpose may be allowable provided the vehicle
is treated as an item of general purpose equip-
ment and PHS prior approval is obtained.

Conference grants—Per diem or subsistence
allowances must be reasonable and must be
limited to the days of attendance at the confer-
ence plus the actua! travel time required to
reach the conference location by the most direct
route available, Where meals and/or lodgings
are furnished without charge or at a nominal
cost, e.g., as part of the registration fee, this
should be taken into account in setting the per
diem or subsistence allowance,

Travel costs for attendees and participants
at the conference may not exceed economy
class fares. In addition, the allowabililty of
foreign travel being supported by a conference
grant (as proposed in the grant application)

will be determined in accordance with PHS

foreign travel restrictions in effect at the time
of the award.

Cénfcr_encc grant funds may not be used to
. Pay per diem or travel expenses other than local
mileage for local participants in the conference.

INDIRECT COSTS

In theory, all costs might be charged directly to bene-
fiting projects or programs. However, most organiza-
tions incur-allowable costs which cannot be readily
identified to individual projects and programs. In these
situations, the costs are allocated to the projects and
programs as *‘indirect costs.’* The end product of this
allocation process is an indirect cost rate(s) which is
then applied to individual grant-supported projects to
determine the amount of indirect costs applicable to
the project. ,

The establishment of an indirect cost rate is not nec-
essary if () the organization’s awards do not provide
reimbursement for indirect vosts or"imit such reim-
bursement to 8 percent of direct costs as discussed be-
low, (b) the organization’s total operations consist of a
single grant-supported project, or (c) the organization
appropriately and consistently treats all costs as direct
costs to projects and accounts for them as such. In
the latter case, the Grants Management Qfficer must
be satisfied that the organization’s accounting system
can adequately identify and support all costs as direct
costs to the project (see ‘‘Postaward Administration—
Financial Management and Non-Federal Audits™).
Such an accounting system must identify and segre-
gate costs based on a process which assigns costs
commensurate with the benefits provided to individ-
ual projects.

The Public Health Service supports the policy of
full reimbursement for indirect costs applicable to its
grants, with the followihg exceptions:

1. Indirect costs under all training grants!3 other than those
awarded 1o State or local government agencies will be re-
imbursed at 8 percent of total allowable direct costs exclu-
sive of tuition and related fees and expenditures for equip-
ment, or at the actual indirect cost rate, whichever resuits
in a lesser dollar amount. This limitation also applies to
training funds provided under subgrants to organizations
other than State or local government agencies. State and
local government agencies will receive reimbursement at
their full indirect cost rate for training grants.

2. Indirect costs on Research (Career) Development Awards
will be reimbursed at 8 percent or total allowable direct
costs, excluding the items in I above, or at the actual indi-
rect cost rate, whichever results in a lesser dollar amount.

3. Indirect costs will not be paid on fellowships or similar
awards where PHS {unding is in the form of fixed amounts
or the normal published tuition rates or an institution and
for which the recipient is not required to a¢count on an
actual cost basis. :

HFor this purpose, *‘training grant' means any grant (subgrant,
cost-type contract) under which PHS financing is provided on &
cost reimbursement basis for all or an agreed upon portion of the
costs incurred for training or other educational services. It does
not include the type of awards included in item J. immediately
above,




4. Inditect costs will not be reimbursed on construction
grants.

5. Indirect costs will not be reimbursed on grants to individuals.

6. Indirect costs for grants in support of conferences will not be
allowed except in the most unusual circumstances and then
only after negotiation (in advance ofthe award) between
the applicant and the Grants Management Officer of the
PHS awarding office. .

7. Grants on which indirect costs are limited or prohibited
by law or regulation will be awarded in accordance with
the legal or regulatory restrictions.

8. When the grantee waives reimbursement of full indirect
costs, either no indirect costs,or only partial indirect costs
will be awarded, as appropriate,

Further information concerning the establishment of

indirect cost rates and the reimbursement of indirect
costs is contained in Appendix II.

CHARGES FOR FACILITIES PURCHASED OR
CONSTRUCTED BY STATE OR LOCAL
GOYERNMENTS '

The cost principles for State and local governments
(OMB Circular A-87) provide two methods for deter-
mining the allowable costs of capital assests: ’

1. Depreciation or use allowances, where a portion of the
cost is charged to the grant.supported activities (usually
as an indirect cost) each year over a period of years corre-
sponding to the useful life of the asset. Under this
method, the costs of land are specifically unallowable,
Capital expenditures {if specifically approved by the PHS
awarding office}, where the entire cost of the asset includ-
ing land, is charged to the grant-supported activitics as a
direct cost at the time of purchase or construction.

The following policies apply to PHS grants other
than construction grants. The allowable costs of facil-
ities, which includes the cost of buildings, land and
improvements, purchased or constructed by State
and local governments will generally be determined
in accordance with the depreciation or use allowance
method, The capital expenditure method may only be
used if all of the following“conditions are met:

[
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1. The charge is specifically authorized by program legista-
tion,

2. The facility is being specifically purchased or constructed
to be used either in the performance of 2 PHS grant-sup-
ported project or activity, or several federally supported
programs that include a PHS supported program and
there is a long-term need for the facility.

3. Accomplishment of program objectives requires the pur-
chase or construction of the facility, A general-purpose fa-
cility will not meet this condition if the facility is being pur-
chased or constructed because of the need for additional
space resulting from the expansion of programs supported
by State or local funds or the expansion of federally sup-
ported programs that are currently housed in facilities that
also house State or local programs.

4. The facility is not already owned by the State or locality.
(This requirement does not apply to land already owned by
the State or locality if the land was purchased in anticipation
of constructing a building(s) that mests the preceding and
following conditions.)

5. The Grants Managemeni Officer of the PHS awarding office
specifically approves the use of this method and additional
approval is obtained from the PHS awarding office before
purchase or construction. If more than one Federal pro-
gram is to be performed in the facility and the full purchase
of construction costs are to be allocated among them, all

responsible awarding offices must apprave the use of this
method. Approval before the putchase of land will not be
required if the land is purchased in anticipation of con-
structing & building(s) that meets the preceding require- .
ments. However, in such cases, approval must be obtained
before constructing the building(s).

If the condition for land as stated in 4. and S,
above is not met, the cost of the building and land
improvements may still be charged as a direct cost to
the grant. However, the cost of land would be unal-
lowable. |

When the capital expenditure method is used, the
full cost of the facility may be charged to the affected
program(s) at the time of purchase or construction, or
the costs may be charged to the program(s) over any
period of time agreed on by the recipient and the
awarding office. If more than one Federal agency is
involved, all such agencies and the grantee must agree

-on a uniform period.
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The use of the capital expenditure method may re-
quite-the establishmiént of a-special indirect cost rate
applicable to the program(s) conducted in the facility
(see Appendix II concerning special indirect cost rates).

The use of the capital expenditure method also makes
the facility subject to the applicable requirements of
45 CFR 74, Subpart O (see ‘Postaward Administra-
tion—Property Management and Accountability’’}.

COST TRANSFERS

Transfers of costs to, or from grant-supported
projects or programs may sometimes be necessary to
correct bookkeeping or clerical errors in original
charges or may be appropriate when c¢losely related
work is supported by more than one funding source.

Transfers of costs to PHS grants by grantees, sub-
grantees and contractors under grants that represent
comrections of clerical or bookkeeping errors must be
made promptly after the error is discovered. The
transfers must be supported by documentation that
contains a full explanation of how the error occurred
and a certification of the correctness of the new charge
by a responsible financial or administrative official
of the recipient organization. An explanation which
merely states that the transfer was made ‘‘to correct
error’’ or ‘“to transfer to correct project’’ is not suffi-
cient. It should be noted that frequent errors in the
recording of costs may indicate the need for improve-
ments in the grantee’s accounting system and/or in-
ternal controls. Therefore, where such errors oceur,
grantees are encouraged and may be required to eval-
uate the need for improvements in these areas and to
make what improvements are deemed necessary.

Health professional and nursing capitation and
financial distress grants are not subject to the policy
stated above because of the general support nature of
these awards and the latitude and flexibility allowed
recipients in the use of these funds.




CLOSELY-RELATED WORK

When closely related work is supported by more
than one funding source, the grantee may transfer
costs from the originally charged funding source to a
PHS grant, or between PHS grants, when all of the
following conditions are met: .

1. The cost is a proper and allowable charge to the grant.

2. The transfer is supported by documentation containing a
full explanation and justification for the transfer and a
certification of the propriety of the transfer by the princi-
pal investigator, project director, or other responsibie
program official of the racipieat organization.

3, The transfer is reviewed and approved by a responsible finan-
cial or administrative official of the recipient organizationt,

4. Thetransfer will be made within 120 days of the original
charge. In extracrdinary cases, if a transfer is made after
the 120-day period, an explanation of why the transfer was
0 late is required in addition to the explanation and justi-
fication indicated in item 2 above.

See also ““Salaries and Wages———Support from Mul-

tiple Grants.” Documentation of cost transfers by
grantees must be maintained-and be made available
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for audit or other review pursuant to 45 CFR 74,
Subpart D (see “‘Postaward Administration-—Record
Retention and Access™).

APPLICABLE CREDITS

The term ‘‘applicable credits’’ refers to those re-
teipt or negative expenditure types of transactions
that operate to offset or reduce expense items that are
allocable to grant-supported projects and activities as
direct ot indirect costs. Typical examples are pur-
chase discounts, rebates, or allowances; recoveries or
indemnities on losses and adjustments or overpay-
ments or erroneous charges.

Applicable credits to direct charges made to PHS
grants must be treated as an adjustment on the grant-
ee's Financial Status Report, whether those credits ac-
crue during or after the period of grant support. The
PHS awarding office will notify the grantee of any ad-
ditional actions that may be necessary (see *“‘Postaward

-Administration Reporting—Expenditure Reports’).




POSTAWARD ADMINISTRATION

The following sections deal with a number of post-
award administrative requirements concerning
changes from the approved application or budget,
the disposition of grant-related income, and the use
and disposition of property. The reporting, record

" and access reténtion, and financial management re-

quirements are also discussed in subsequent sections
of this document. PHS and HHS have established
grant appeals procedures, as described in this docu-
ment, whereby discretionary grantees who have been
denied permission to incur particular expenditures or
who have been advised that they have not observed
the terms of the award or have otherwise failed to
properly account for project funds may request that

certain PHS awarding office or awarding agency de-'

terminations be reviewed.
CHANGES IN EXPENDITURES/ACTIVITIES

Reécipients are, in general, allowed a certain degree
of latitude in making postaward programmatic
changes and budget revisions in those PHS noncon-
struction discretionary grants awarded on the basis
of an approved grant budget broken down by object
class (persoitnel, travel, supplies, etc.) and specifying
funds for those classes that are availabie to carry out
the approved activities. Unless otherwise restricted
by the terms of the award, documentation of the
grant budget on the Notice of Grant Award, and ref-
erence to the approved application constitutes prior
approval by the PHS awarding office Grants Man-
agement Officer for the performance of activities and
the expenditure of funds for the specific purposes
and items described in the grant application. For
postaward changes, the grantee institution is permit-
ted to rebudget within and between budget categories
in the approved total direct cost budget of the project
to meet unanticipated requirements or to accomplish
certain programmatic changes, provided that, where
required, prior approval is obtained in accordance
with the guidelines sat forth below.

Discretionary Grants

For discretionary grants other than construction
grants,'’ prior approval must be obtained from the
Grants Management Officer of the PHS awarding
office for the following postaward programmatic
changes:

1. Changes in the scope or objectives of the grant-supported
activities,

. 183policy regarding postaward changes to construction grants is
~gpecified at the end of this section on *'Changes in Expendi-
_ tures/Activities."
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2, a. Under a research grant replacement or significant change
in nspons:htlms of the approved project director or prin-
cipal investigator or any other persons named and ex-
pressly identified as key project people by PHS In a Notice
of Grant Award or by the grantee in the application,

b. Continuation of the project dusing any continuous period
of more than 3 months without the active direction of an
approved project dicector or principal investigator.'®
. These requirements will also be applicable to other
types of grants if specified by statute, regulation, or
special provision of the award, (Sse Change or Absence
of Program Director, Project Director, or Principal In-
vestigator under “Postaward Administration—

e Changes in Project.’”)

3. Transfemng to a third party, by contracting or any other

means, the actual performance %f the substa '_

. grammatic work..(See *‘Clossary, =

4, Where the negd for patient care in the prOJect ha.s not pre-
viously been approved by PHS. (Sees “Patient Care" under’
“Costs/Activities Under PHS Grant-Supported Proj-
ects/ Activities,"}

5. Undertaking any activities disapproved or restricted as a

condition of the award, including restrictions imposed by

standard provisions.

For all nonconstruction discretionary grants under
programs that require a grantee to obtain approval for
a categorical budget as part of the application process,
prior approval must also be obtained from the Grants
Management Officer of the PHS awarding office for
the following postaward budgetary changes:

I. A need for the award of additional Federal funds, excluding
those situations where the need for additional funding resuits
from an increase in the base upon which indirect costs are cal-
culated bacause of an otherwise allowable rebudgctmg action,
¢.g., rebudgeting mtothe persanne! category that will & increase
allocable indirect costs 2

2. Undertaking any expenditure{s) disapproved or restricted
as a condition of the award, or by standard provisions such
as the cost principles.

3. The transfer of amounts awarded for indirect costs to ab-
sorb increases in direct costs.

4. The transfer of amounts between construction and non-
construction work supported by the same PHS grant.

5. The transfer of amounts previously awarded for trainee
costs?! (stipends, tuition, and fees) to other categories of
expenss. Rebudgeting within the category of trainee costs
or into the trainee costs category is allowable without PHS
awarding office prior approval,

6. Each single contract for the procurement of general support
services, including procuremnent of equipment and supplies,
that will result in a charge of $25,000 or 10 percent of the total
approved direct cost budget, whichever is greater,

1%These prior approval requirements do not apply to any grant
made to a State or local goverminent.

20 Amounts for additional indirect costs shall be provided in ac-
cordance with the policies on indirect costs in Appendix [I. (See
also Indirect Costs under “‘Costs Under PHS Grant-Supported
Projects/Activities.")

2IThis excludes trainee travel which PHS does not consider to be
a "trainee cost.”
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Methods for Grantees to Request Approvals

Under discretionary grants, all requests that re-
quire PHS awarding office prior approval must be sub-
mitted in writing to the Grants Management Officer
designated on the Notice of Grant Award. All requests
must bear the signature of an authorized official of
the business office of the grantee organization as well
as the principal investigator or program or project
director.®

The Grants Management Officer shall be responsible
for reviewing the request with PHS program officials,
as necessary, and for informing the grantee in writing
of the final disposition of the request. Grantees
should ensure that the written approval or disap-
proval of such reguests is signed (or countersigned)

" by the Grants Management Officer who signed the

Notice of Grant Award, a grants management staff
member acting for that official, or the individual
identified at the time of award as the grantee's busi-
ness management contact within PHS. Grantees: who
take action on the basis of letters signed by unauthor-
ized officials do so at their own risk. Such responses
will not be considered binding by or upon the Public
Health Service.

Whenever grantees contemplate rebudgeting or
other postaward changes and are uncertain about the
allowability of types or levels of cost or an
activity(ies), particularly when such items are not
mentioned in the regulations, cost principles, or
other HHS or PHS policy documents, they are
strongly encouraged to consult in advance with the
designated Grants Management Officer.

Failure to obtain prior approval, when required,
from either the grantee institution (see Institutional
Prior Approval System immediately below) or the
PHS awarding office, as appropriate, may result in
the disallowance of costs. Authorized officials may
grant a request for retroactive approval during the
course of a project or program on an exception basis
only if denying such approval would materially affect
the successful performance of project activities. In
the case of any such approval by an institutional offi-
cial, the documentation maintained to support the
approval must indicate the reasons why prior ap-
proval was not obtained in a timely manner, the way
in which project objectives would be adversely af-
fected in the absence of approval, and a certification
that approval would have been given if the request
had been timely. After the period of active PHS
grant support, only PHS awarding office officials
may authorize retroactive approvals even on types or
levels of expenditure that would have been approv-

ZFor subgrants and contracts under grants, the prior approval au-
thority is usually the grantee. However, the grantee may not.approve
any action or cost which is inconsistent with the purpose or terms of
the Federal grant. If an action by a subgrantes or contractor will result
in a change in the overall grant project or budget requiring granting
agency approval, the grantee shall obtain that approval from PHS be-
fore giving its approval to the subgrantes or contractos.

able by institutional officials had the request been
made during the period of PHS support. Retroactive
approvals may be granted, however, only where (a)
the transaction would have been approved had the
organization requested approval in advance; (b) the
transaction is approved by an official who has the au-
thority to grant such approvals (the Grants Manage-
ment Officer or other official who has the authority
to obligate the Government); and (c) the organization
agrees to institute controls to ensure that prior ap-
proval requirements are met in the future. Addition-
ally, even if the required prior approval is obtained
under an Institutional Prior Approval System, where
it is determined, through audit or otherwise, that the
costs do not meet the required tests of allowability,
allocability, necessity, reasonableness, etc., the costs
may be disallowed.

‘Imstitutional Prior Approval System

PHS.has selected=the gption provided in Section
74.176 to conditionally waive the requirement for
PHS prior approval of certain costs for certain types
of grantees. This is accomplished by means of Insti-
tutional Prior Approval Systems, which must be es-
tablished by State or local government agencies, Fed-
eral institutions, hospitals, educational institutions,
research institutes, and research foundations.

Where an institutional prior approval system is re-
quired, it must operate in accordance with the fol-
lowing standards:

1. The institution must designate an appropriate grantee in-
stitution official(s), who does not have direct responsibility
for the conduct of grant-supported activities, to review and
approve rebudgeting requests for those items that require
institutional prior approval. The designated official(s) may
not be the principal investigator, program director, project
director, or any official having direct responsiblility for the
conduct of the project, or a subordinate of such individ-
ual, Where independence of the designated official(s) can-
not be maintained, such as whete the head of the grantee
institution is also the project director on a grant, the insti-
tutional prior approvai system will not apply to that grant,
and required prior approvals must be obtained from the
PHS awarding office.

2. The rebudgeting request must be reviewed by the dasig-
nated official(s) for program propriety in relation to the
PHS-approved objectives of the specific project supported
by the grant to which the charges witl be made.

3. The rebudgeting request must be reviewed by the desig-
nated official(s) to determine that the change is permissible
within the policies and procedures of both the grantee in-
stitution and PHS.

4. The rebudgeting action must neither impair the
institution's ability to complete the project or activity as
approved nor require additional Federal funding, exclud-
ing those situations where the nead for additional funding
results from an increase in the amount of indirect costs
that may be claimed because of an otherwise allowable re-
budgeting action that increases the direct cost base against
which indirect costs are calculated.

5. The funds must not be used for any purpose disapproved as a
condition of the award. '

6. The rebudgeting request and approval action must be fully
documented in the grantee institution’s files and retained in
accordance with the record retention provisions of 45 CFR 74,




7. Grantee institutions may be more, but not less, restrictive
concerning rebudgeting on the specified items. {n addition,
they may establish prior approval requirements within
their own institutions for cost categories other than those
specified or referenced in this document. The neced to ob-
tain approval for rebudgeting in these other categoties may
be at any dollar levet set by the grantee institution.

The operation of the Institutional Prior Approval
System as a whole, as well as individual actions taken
under it, is subject to PHS awarding office review
and audit. )

PRIOR APPROVYAL AUTHORITIES
Private Nonprofit Organizations

Private nonprofit grantes institutions, other than col-
eges, universities, hospitals, research institutes and re-
earch foundations, must obtain prior approval from
he Grants Management Officer of the PHS awarding
sffice for all proposed programmatic changes and re-

yudgeting actions for-which prior approvakis required. ...

Jor prior approval authorities for subgrantees and cost-
¥pe contractors, see the sections on “Subgrantees and
Contractors Under Grants® and “Prior Approval Au-
horities” in the [ntroduction.

State or Local Government Agencies or
Indian Tribal Governments

State or local government agencies or Indian tribal
governments are required to establish and use an In-
stitutional Prior Approval System for obtaining prior
approval for the following types of postaward budg-
etary changes under nonconstruction discretionary
grants: '

1. Purchase of each individual item of special-purpose equip-
ment having an acquisition cost of $1,000 or more,
whether as a result of rebudgeting from another budgetary
category into the equipment category or using funds
awarded for the acquisition of equipment for items not de-
scribed in the approved application.®

2. Patient care costs in excess of the amount in the approved
budget, provided the need for patient care in the project
was specificallly approved by the PHS awarding office.

These type of grantees must obtain prior approval
from the Grants Management Officer of the PHS
awarding office for all other proposed programmatic
changes and rebudgeting actions that require such
approval, ’

Colleges, Universities, Hospitals, Research
Institutes, and Research Foundations

Colleges or universities, hospitals, research institu-
tes, or research foundations are required to establish
and use an Institutional Prior Approval System for

Dyhere the acquisition of equiptnent results in a charge to the ap-
proved budget under a single contract that will exceed 525,000 or 10
percent of the total direct costs for the budget period, whichever is
greater, PHS prior approval is required. PHS prior approval is re-
quired for the acquisition of trailers or modular units,
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obtaining prior approval for the following types of
ppsta“fa.rd budgetary changes under nonconstruction
discretionary grants:

1. Purchase of each individual item of special-purpose equip-
ment having an acquisition cost of §1,000 or more,
whether as a resuit of rebudgeting from another budget’
category into the equipm;ng category or using funds
awarded for the acquisition of ‘equipment for items not de-
“scribed ini the approved application.2
Patient care costs in excess of the amount in the approved
budget, provided the nieed for patient care in the project
was specifically approved by the PHS awarding office.
Additionally, educational institutions must use the
Institutional Prior Approval System for obtaining
prior apprm_'al for domestic and foreign travel when
such travel is not included in the approved budget
and for cumnulative expenditures for domestic travel
in any budget period that will cause the amount
awarded in the approved budget for such travel to be

2

sexceeded by $500 or 25 percent of the budgeted

amount, whichever is greater.
.. Collgges, universities, hospitals, and research insti-

thites and “foundations must obtain PHS prior ap-
proval for all other proposed programmatic changes -

and rebudgeting actions that require such approval.

Construction Grants

Under construction grants, the grantee (owner)
triust request PHS awarding office prior approval for
unanticipated modifications or changes to previously
approved construction contracts whenever:

" 1. The revision resufts from changes in the scope oc objective
of the grant-supported project, including proposed modifi-
cations that would materially alter the costs of the project,
space utilization, or functional fayout.

2, The revision increases the amount of Federal funds needed
to complete the project.

After receipt of written prior approval from the PHS
awarding office, the grantee may authorize the ap-
proved modification(s) of the construction contract.

-Qther less substantive modifications to construction

contracts may be accomplished without PHS awarding
office prior approval. However, copies of al] change or-
ders to construction contracts must be retained as grant-
related records (see ‘‘Postaward Administration—
Record Retention and Access®).

CHANGES IN PROJECT

This section covers policies on changes in approved
PHS grant-supported activities initiated by grantees
due to changes in personnel, changes in the status or
organization of the grantee, or changes in the objec-
tives or time frame of the approved project; it also in-
cludes PHS-initiated changes other than those which
will be dealt with in the section on **Suspension, Ter-
mination, and Withholding.”” These changes are per-
mitted when accomplished according to the guide-
lines below.
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Beginning Date

Necessary changes in the beginning date of a grant-
supported project should be requested before the is-
suance of an award document. Any costs incurred ot

resulting from obligations made before the beginning

date of a budget period under a new award or com-
peting continuation award and charged to that award
are not allowable unless the costs involved are in-
cluded in- the approved budget and the costs are ap-
proved as preaward costs, (See Preaward (Preagree-
ment} Costs under  “‘Costs/Activities Under PHS
Grant-Supported Projects/Activities."")

Changes in Protocol or Scope

In general, the principal investigator or project di-
rector of an approved PHS project grant may make
minor changes in methodology, approach or other
aspects of the project objectives, However, except as

provided below, the grantee must obtain prior ap;.
proval from the PHS awarding officé for changés in*

scope, direction, the type of service delivery or train-
Ing, or other areas that constitute a significant
change from the objectives or purposes of the ap-
proved project. Principal investigators on research
grants may make significant changes in methods or
procedures that need only be reported to the award-

ing office in the progress report for the applicable
period.

In the event of uncertainty as to whether a change

_is significant enough to, require approval, questions

should be referred to the PHS awarding office for a
final determination.

Change in Status or Absence of Program Director,
Project Director, or Principal Investigator

Whenever there is to be a significant change in the
ievel of participation in the approved project by the
project director, program director, or principal in-
vestigator, as named on the Notice of Grant Award,

.or other key people identified in the NGA or on the

application—i.e., when the project will continue
without the active direction of that individual during
any continuous period of more than 3 months or
when that individual either withdraws from the proj-
ect entirely or proposes to devote substantially less
effort to the project than was anticipated at the time
of award—the grantee should notify the PHS award-
ing office as soon as such information is known, but
no later than 30 days before the expected date of de-
parture or change in participation level. Since ap-
proval of a project has, to some extent, been based
on the participation and/or qualifications of the
named program director, project director, or princi-
pal investigator, grantee institutions are required to
notify the PHS awarding office of the proposed al-
ternate plans for conducting the activity. In some
cases, where required by law or regulation (including
45 CFR 74, Subpart L), or a special provision of the
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award, PHS awarding office prior approval of these
plans is required and must be requested before the ac-
tual change in status of the incumbent. (This prior
approval requirement do¢s not apply to any grants to
State and local governments.) (See ‘‘Postaward
Administration—Changes in Expenditures/Activi-
tiess—Nonconstruction Grants,’”} Where prior ap-
proval is required, if the arrangements proposed by
the grantee, including the qualifications of any pro-
posed replacement, ate not acceptable to PHS, the
grant may be terminated. If the grantee wishes to
terminate the project because it cannot make suitabie
alternate arrangements, it should notify the PHS
awarding office of its intent, and PHS will forward
closeout instructions.

. Change of Grantee Organization

A change of grantee organization is the process
whereby the legal and administrative responsibility
for administering a grant-supported project or activ-
ity .istransferred from one legal entity to another be-

"fore the expiration date of the approved project pe-

ried for the grant being transferred. Such a change
may be accomplished under most PHS discretionary
grants {including construction grants) but only as in-
dicated below:

1. The grant to be transferred must have been terminated in
accordance with 45 CFR 74, Subpart M and the “*Suspen-
sion, Termination, and Withholding'* section of this docu-
ment; or

2. A noncompeting continuation award that is within an ap-
proved project period for the grant to be transferred must
have been withheld in accordance with the policies in the
“‘Suspernsion, Termination, and Withholding'' section of
this document, for any reason where the grantee’s actions
form the basis for the decision to withhold grant support;
or

3. The original grantee has agreed to transfer responsibility to
a replacement grantee for an active project that is to be
transferred before the expiration of the approved project
period; and

4, The need for the grant-supported project or activity that
existed at the time of the award of the original grant must
continue to exist at the time of the proposed award of the
replacement grant, and there must be no significant change
or reduction in the scope or objectives of that project or
activity. If the objectives of the project are to be enlarged,
there must be no diminution of services to any group that
received services or benefits under the original award; and

5. The change of grantee organization must be made in 2
timely manner,

A change of grantee organization may not take
place where it involves an award to an individual.
However, a transfer by an individual fellow to a dif-
ferent department or institution, or a change in the
fellow’s sponsor is not considered a ‘‘change of
grantee organization’’ and may be allowable with the
prior approval of the PHS awarding office without
regard to the conditions above.

A change of grantee action for a training grant or 2
resource grant would normally be permitted only
when all of the permanent benefits attributable to the
original grant can be transferred, including applica-
ble equipment and the curriculum developed under a
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training grant (see *‘Postaward Administration-—
Property Management and' Accountability’’), and
may only be accomplished competitively.

When the principal investigator on a research proj-
ect transfers from one domestic institution to another
domestic institution, or from a foreign institution to
a domestic institution, the project under the same
principal investigator may be supported at the new
institution for a period up to the remainder of the
previously approved project period in an amount not

to exceed that previously recommended for direct

costs for the remaining period. The change may be
made without competitive review provided that (1)
the original grantee institution agrees in writing to re-
linquish the project, (2) the new institution submits a
new application form for support of the project, (3)
the investigator plans no significant change in re-
search objectives and level of funding for direct costs
from that proposed for the project as originally ap-
proved, and (4) the facilities and resources at.the new

location allow for successful performiance of thews

project. If these conditions are not met or if other
programimatic or administrative requirements are not
met, the PHS awarding office may require a competi-
tive review (see “Preaward Process—Internal Review
Requirements"’).

A change of grantee organization may ailso be ac-
complished noncompetitively in the following situa-

tions for nonresearch grants (other than training or

resource grants as indicated above):

1. A change of the organizational entity with legal and finan-
cial responsibility for the grant without a change in the or-
ganizational segment actually performing the program-
-matic aspects of the approved project may be made for a
period of time up to the end of the previously approved
project period.

2. Where there is insufficient time to obtain a competitive re-
view because disruption of project activities would either
seriously jeopardize the success of the project or endanger
the physical of mental health of the persons served by the
project, a noncompating award may be made for a single
budget period of no more than 18 month’s duration, after
which time the new recipient organization must compete
for support.

When a grant is terminated either by mutual con-
sent or unilaterally by the grantee, a written state-
ment from the original grantee relinquishing its rights
to the original grant must be provided in accordance
with instructions from the PHS awarding office. Ac-
ceptance of a relinquishment statement by PHS does
not guarantee PHS approval of a replacement appli-
cation for the continued funding of a project. Where
PHS terminates a grant for cause, if the grantee does
not provide a relinquishment statement pending the
exercise of its appeal rights (see “Postaward Admin-
istration—Grant Appeals Procedures’), a replace-
ment grant may only be awarded under the circum-
stances described in item 2. immediately above. If
this occurs, the Notice of Grant Award for the re-
placement grant will indicate that if the original
grantee is successful in its appeal, the repiacement
grant may be terminated.

E!igible applicants for replacement grants under
service programs \.vill be limited to organizations
serving, or proposing to serve, as a minimum, the
same group(s) or community population served by
the original grantee.

* Successsor in Interest and Name Changes

As a result of legislative or other action affecting the
legal status of a grantee institution, such as 2 merger,
divestiture, or other corporate change, PHS may recog-
nize a new grantee organization as the successor in in-
terest to the assets invoived in PHS grant-supported ac-
tivities. Such interest may be acquired incidentally to
the transfer of all the assets of the grantee or all of that
part of the assets involved in the performance of the
grant-supported activity(ies). The new organization
must meet the grant program’s eligibility requirements
in order to be recognized as the successor in interest.
The current recipient of PHS grant support is responsi-
ble for promptly notifying the affected PHS awarding
office{s) of the impending change. A successor in inter-
est agreement must be executed by PHS, the transferor;
and the transferee. This may be a single agreement for
all affected PHS grants, (This also applies to name
changes as explained below.) Before the execution of
such dn agreement, the grantee must submit the follow-
ing documents to the PHS awarding office (or one of
the PHS awarding offices) affected, as applicable:

1. A properly authenticated copy of the instrument by which
the transfer of assets was effected, e.g., a bill of sale, cer-
tificate of merger, or decres of court:

2. A certified copy of the resolution of the Board of Trustees
of the grantee organization authorizing the transfer of
assets:

3. A properly authenticated copy of the certificate and arti-
cles of incorporation of the transferes, if such corporation
was formed for the purpose of receiving the assets involved |
in the performance of the PHS grants:

4. An opinion of counse! for the transferor and the transferes
that the transfer was properly effected in accordance with
applicable law, and the effective date of transfer; and

5. A new application face page for each PHS grant, showing
the new name of the organization and new principal offi-
cers, if any change occurred, and signed by the appropriate
grantee officials,

If only the name of the grantee organization
changes, and the rights and obligations of the grantee
are not affected, the grantee shall notify the PHS
awarding office of the change and provide the fol-
lowing documents:

1. A copy of the instrument which effected the name change,
authenticated by an appropriate official of the State hav-
ing jurisdiction:

2. An opinion of counsel for the grantee that the change of
name was properlyeffected in accordance with applicable
law; and

3. A list of all PHS grants awarded to that organization ac-
companied by a new application face page for each grant
showing the new name of the organization and new princi-
pal officers,if any change occurred.

Neither successor in interest nor name change situ-
ations will be considered as ‘‘change of grantee Or-
ganization”' situations for purposes of applying the
policies and procedures contained in that section.




CITIZENSHIP

PHS will not intercede in behalf of non-United
States citizens who may be principal mvcsngators or
project directors, or otherwise participating ina proj-
ect, and whose stay in the United States may be lim-
ited by their visa status. For this reason, the grantee
institution shail determine, and the application
should indicate, that the individual's visa will allow
him or her to remain in the country a sufficient
length of time to be productive on the project.

FED;ZRAL INCOME TAX

All recipients of PHS grant funds, whether such
funds are received -directly from PHS or indirectly
under a subgrant, contract, or other assistance (for
example, student assistance under a training grant),
are rﬂponsible for and must adhere to all applicabie
Federal income tax regulations, Questions concern-
ing the applicability .of such regulauons fo. grant
funds should be directed to the Intérnal Revenue
Service (IRS). Additional guidance for fellows and
trainees is provided in IRS Publication 5§20, **Tax In-
formation for American Schotars in the U.S, and
Abroad,”” which may be obtained from IRS,

GRANT-RELATED INCOME

Recipients are accountable to PHS for certain
kinds of grant-related income in accordance with 45
CFR 74, Subpart F. Contracts under a grant are sub-
ject to the terms of the contract with regard to the in-
come generated by the activities. Grant-related income
includes such income as general program income (se¢
45 CFR 74.42); proceeds from the sale of assets ac-
quired with project funds; and royzalties from copy-
rights on publications developed under, or patents
and inventions conceived or first actually reduced to
practice under, a grant-supported project. These re-
quirements are set forth in 45 CFR 74, Subpart F and
are summarized below:

All general program income, as defined in 45 CFR
74.42, earned during the period of PHS grant sup-
port shall be retained by the recipient and shall be
treated in accordance with one, or 2 combination, of
the following options:

l Deduction alternative: Deducted from total allowable
costs and third-party in-kind contributions for the purpose
of determining the net costs on which the Federal share of
costs will be based. When this alternative applies, the de-
duction must be made from current costs unless the terms
of the award authorize deferral to a later period,

2. Cost sharing or matching alternative: Used to satisfy all or
part of a cost sharing or matching requirement,

3. Additional costs alternative; Used for costs that are in ad-
dition to the allowable costs of the project for any pur-
poses that further the objectives of the legislation under
which the grant was made.

Option 1 above may always be selected by recipi-
ents and must be used if neither of the other alterna-
tives is specified by the PHS awarding office on the

Notice of Grant Award. A subgrantee may not be
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permitted to use an option not permitted by the terms
of the award to the grantee,

Illustrations of the application of these alternatives
may be found in 45 CFR 74.42.

Interest earned by recipients as a result of a permls-
sible use of general program income, ¢.g., whete a
statute or other grant term provides for the use of in-
come to be deferred to a later period, should be re-
tained by the recipient and treated as general pro-
gram income.

In addition to the exemption granted by the Inter-
governmental Cooperation Act of 1968 for States
(see §74.47 of Part 74), the Indian Self-Determina-
tion and Education Assistance Act (P.L. 93-538) ex-
empts Indian tribal organizations, as defined in the
act, from accountability to the Federal Government
for interest earned on advances of grant funds
awarded pursuant to section 102, 103, or 104 of that
act,

Records of the earning, receipt, and disposition of
grant-related income for which the recipient is ac-
countable must be maintained by the recipient in the
same manner as required for the funds that gave rise
to the income.

_ MILITARY SERVICE

PHS will not intercede in behalf of an individual in
relation to military status,

PROPERTY MANAGEMENT
AND ACCOUNTABILITY

General

Unless otherwise restricted by the terms of 2n award,
the costs of equipment and supplies are allowable under
PHS grant-supported projects and activities under the
conditions set forth in the applicable cost principles and
the policies in this pelicy statement. Property pur-
chased, constructed, or fabricated with either PHS
grant funds or any required grantee cost sharing or
matching is considered to be *‘property acquired under
a PHS grant-supported project” if some or all of the
property's acquisition cost is a direct charge to project
funds, i.e., a cost incurred under the total approved
direct cost budget, whether that budget is a categor-
ica! budget or a single amount as in capitation grants,
However, for research grants that are subject to an in-
stitutional cost sharing agreement, real property, equip-
ment, and supplies would only be subject to these poli-
cies if at least some part of the acquisition cost was
borne as a direct cost by a PHS grant, i.e., by Federal
funds., Most property acquired under a PHS grant-sup-
ported project is subject to 45 CFR 74, Subpart O (see
45 CFR 74.130 for exceptions).

Generally, recipients may use their own property
management policies and procedures provided, in the
case of property subject to Subpart O, they observe




the requirements in 45 CFR 74, Subpart O and the

following PHS policies, A summary of the applica-
bility of the Part 74 equipment management require- -
ments and policies to PHS grants and grantees is con- .-

tained in Appendix IV.

The dollar threshold for determining the applica-
bility of several of the requirements in Subpart O is
based on the unit acquisition cost of an item of.
equipment. As defined in 45 CFR 74, the cost of an
item of equipment to the recipient includes necessary
modifications, attachments, etc. that make it usable.
‘for the purpose for which it was acquired or fabricated.
When such accessories or attachments are acquired
separately and serve to replace, enhance, supple-

ment, or otherwise modify the equipment’s capacity, .

and they individually meet the definition of equip-

ment (sec *‘Glossary’"), the applicable PHS prior ap- -

proval requirements must be observed for each item.
The aggregate acquisition cost of an operating piece
of equipment however will be used to determine the
applicable provisions. of 45 €FR.74, Subpart-0.

If property is fabricated from individua! compo-
nent parts, each component must itself be classified
as “‘equipment”’ if it meets the definition of “‘equip--
ment"’ (see “*Glossary’’). In such cases, the aggregate
acquisition cost of the resulting piece of equipment
will determine the appropriate requirements for ac-
countability in 45 CFR 74, Subpart O. For the pur-
poses of Subpart O, the aggregate cost of the fabri-
cated equipment will be used to determine whether
the PHS awarding office will have the right to require -
transfer of title to a piece of fabricated equipment.

Recipients are required to be prudent in the acqui-
sition of property under a grant-supported project. It.
is the recipient’s responsibility to conduct a prior re-
view of each proposed property acquisition to ensure

‘that the property is needed and that the need cannot

be met with property already in the possession of the
organization. If prior approval is required for the ac-
quisition, the recipient must ensure that appropriate
approval is obtained in advance of the acquisition.
The recipient’s procurement practices must be in
compliance with 45 CFR 74, Subpart P, and the sec-

tion of this document on ‘‘Postaward Administra-

tion—Management Systems and Procedures.”

Recipients of PHS grant funds other than Federal
institutions cannot be authorized to use Federal sup-
ply sources. {See Federal Property Management Reg-
ulations, Amendment E-125, dated November 10,
1972.) :

Surplu§ Property

Surplus property (real propertjr. equipment, Or ma-

terials that the General Services Administration (GSA)

has determined is no longer required by any agency -

of the Federal Government) is available to eligible
parties, as specified in the implementing regulations
cited below, through sale (real property) or donation
(personal property). The Federal property assistance

program for real property is administered by the Re-
gional Office of Facilities Engineering and Construc-
tion in each HHS regional office pursuant to 45 CFR
12. The program for donation of surplus personal

- property is administered by GSA (sec 41 CFR 101244)

through designated State agencies. While project
funds may be used for the shipping and handling of
donated surplus property, surplus personal property
once under the control of a recipient organization is
subject to the requirements of the governing GSA
regulations rather than the requirements of 45 CFR

:74, since such property is not considered to have been

acquired with project funds.

Excess Federal property is equipment and materi-
als with a useful life that is no longer required by the
Federal holding agency and that has been reported to
GSA for disposal, PHS doees not provide excess Fed-

“eral property to recipients,

Real Property

Real property may only be acquired when author-
ized by program legislation and when specifically
provided for in the grant award. -

Real property acquired or constructed under a
PHS grant-supported project will be subject to the
requirements of 45 CFR §74.134 regarding use,
transfer of title, and disposition in addition to any
program-specific or project-specific requirement(s)
imposed by the terms of the award. In some cases,
the governing statute for a PHS grant program will
contain specific requirements regarding the length of
the grantee’s accountability obligations for real prop-
erty, the Federal right of recovery, and waiver provi-
sion. In such cases, those provisions of 45 CFR 74
that are not inconsistent with the statute will still ap-
ply uniess other terms of the award specify otherwise,

Alteration and renovation of real property under-
taken under grant programs that have no specific
statutory alteration and renovation or modernization
authority is allowable. See *‘Alteration and Renova-
tion’® under ““Costs Under PHS Grant-Supported
Projects/Activities.”

Equipment and Supplies

Under authority of Public Law 95-224 (which re-
pealed the previous Public Law 85-934), nonprofit
institutions of higher education and nonprofit organ-

.izations whose primary purpose is the conduct of sci-

entific research are exempted from further obligation
to the Federal Government for equipment and sup-
plies acquired under a grant for support of basic or
applied scientific research, although PHS has the
right to require transfer of title to certain equipment
as provided in 45 CFR 74.136. The exemption does
not apply to other types of institutions nor to other
types of grants, e.g., training grants, regardless of
the type of institution. All other equipment and sup-
plies acquired under PHS grant-supported projects
and activities is considered “‘nonexempt.’”
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For items of equipment having a unit acquisition
cost of $1,000 or more, PHS has the right to require
transfer of the equipment, including title, to the Fed-
eral Government or to an eligible third party named
by the PHS awarding office under the conditions
specified in 45 CFR 74.136. This right applies to all
types of PHS grantees, including Federal institu-
tions, under all types of grants under the stiputated
conditions,

Except in instances where PHS has exercised the
right of transfer of equipment, nonexempt equip-
ment shall be used as indicated in §74.137 or disposed
of in accordance with §74.139. For ‘“‘other uses’ as
specified in §74.137(d), PHS awarding office prior
approval must be obtained before a recipient may
make equipment available for use part-time for other
purposes while it is being used in accordance with
§74.137(a), (b), or (c). Income generated by such al-
ternate uses is program income and is subject to 45
CFR 74.46 if it accrues afterwards, (See ‘‘Postaward

. Admiinistration—Grant-Related“ [néote "y~

Exempt property still subject to the right of trans-
fer, and nonexempt property before disposition may,
if necessary, be exchanged for replacement equip-
ment subject to the rules in 45 CFR 74.138.

Property acquired under a PHS grant-supported
project is subject to the requirements for internal
control specified in 45 CFR 74, Subpart H. Nonex-

" empt property is also subject to the equipment man-

agement requirements in 45 CFR 74.140. A
recipient’s failure to establish a control system as re-
quired by Section 74.,140(c) constitutes a material vi-
olation of the terms of the award. Therefore, the
rights mentioned below are in addition to any other
rights that PHS has in the event of a violation of
grant terms (see particularly 45 CFR 74.7 and 74.113)
and the sections of this document on “‘Postaward
Administration—Financial Management'' and
‘‘Postaward Administration—Suspension, Termina-
tion and Withholding.”’

If nonexempt equipment with a unit acquisition
cost of 31,000 or more is damaged beyond repair,
lost or stolen before disposition under 45 CFR
74.139, the recipient may be accountable to PHS as
described below.

if, at the time of the loss, theft, or damage, the re-
cipient does not have a control system in effect as re-
quired by 45 CFR 74.140(c)}, and the damage, loss or
theft was not due to an act of God (unless PHS

waives this provision), the following applies:

1. If the equipment is replaced, the rules on replacement equip-
ment (45 CFR 74.138) will apply except that the market vaiue
of the original equipment a1 the time it was damaged, lost or
stolen is used instead of the amount received (or trade-in or
sale;

2. 1f the equipmens is not replaced, an amount equal 10 the Fed-
cral share of the original equipment times the fair market
valuc will be due PHS.
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If the damage, loss or theft occurs despite the fact
that the recipient has the required control system in
effect, or the damage, loss or theft is due to an act of
God, there will be no obligation to PHS for the
equipment unless the recipient received compensa-
tion for the damage, loss, or theft from insurance, a
reserve under a self-insurance program, or some
other source. If the recipient is compensated, and re-
places the equipment, 45 CFR 74.138 applies to the
replacement equipment. If the recipient is compen-
sated but does not replace the equipment, 45 CFR
74.13%(b) applies as though the recipient had sold the
equipment. The amount received for trade-in or sale
is considered the lesser value of (1) the amount of
compensation or (2) the market value of the equip-
ment at the time it was damaged, lost or stolen.

Any amount due PHS upon the disposition of real
property or equipment may either be in the form of a
check made payable to PHS, or, at the option of the
PHS awarding office, may be applied to allowable
costs of the project. This option: may only be exer-
cised where the original project for which the prop-
erty was acquired is still receiving grant support from
the same PHS program. -

PATENTS AND INVENTIONS .
HHS’s regulations on patents and inventions aris-

ing out of activities assisted by a grant are set forth in
45 CFR Parts 6 and 8.

PUBLICATIONS

Project directors, program directors, and principal
investigators are encouraged to make results and ac-
complishments of their activities available to the pub-

‘lic. PHS prior approval is not required for publishing

the results of an activity under a grant. Responsibility
for the direction of sponsorship of the activity should
not be ascribed to PHS. Recipients shall place an ac-
knowledgement of PHS grant support on any publi-
cation written or published with such support and, if
feasible, on any publication reporting the resuits of,
or describing, a grant-supported activity, ‘An ac-
knowledgement may be to the effect that “‘this publi-
cation was made possible by a grant from ... " or
‘““the project described was supported by a grant
from...."” ‘

In the event that the recipient wishes to join with
PHS in a simultaneous news release announcing the
results of a project, the action should be coordinated
with the PHS awarding office.

Three reprints of publications resulting from work
performed under a PHS grant-supported project or
activity must be submitted to the PHS awarding
office.

Except as otherwise provided in the terms and con-
ditions of the award, the recipient is free to arrange
for copyright without approval when publications,
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data, or other copyrightable works are developed
under or in the course of work under a PHS grant-
supported project or activity. (Ses 45 CFR 74, Sub-

‘ parts F and O, and the terms of the award regarding

to the PHS rights in copyrightable material and the
disposition of royalties and other income earned
from a copyrighted work.)

Any such copyrighted or copyrightable works, in-

cluding materials developed by a fellow(s) or

trainee(s) under awards whose primary purpose is to
further the education or training of such individuals,
shall be subject to a royalty fres, nonexclusive, and
irrevocable license to the Government to reproduce,
publish, or otherwise use them, and to authorize oth-
ers to do so for Federal Government purposes.
Whenever any work subject to this copyright policy
may be developed in the course of a grant (or with
grant support) by a contractor or subcontractor un-
der a grant, the written agreement (contract) must re-
quire the contractor to comply with:these require-
ments and ¢an in no way diminish the Government’s
right in that work. Recipients may arrange for publi-
cation of initial reports of original research, sup-
ported in whole or in part by PHS grant funds, in pri-
mary scientific journals and copyright by the journal

If the PHS awarding office determines either by
means of a preaward financial evaluation or through'
postaward monitoring that a grantee’s financial man-
agement systems do not meet the standards of Sub-
part H, award terms more restrictive than those
prescribed in 45 CFR 74 may be imposed (see 45 CFR
74.7). In such cases, the grantee will be notified in
writing by the PHS awarding office as to why the
special terms were imposed and what corrective ac-
tion is needed. These requirements pertain to both
PHS grant funds and funds representing non-Federal
matching or cost sharing required as a term of the
award. '

PROCUREMENT

Most procurements of supplies, equipment, con-
struction services, and other services under PHS
grant-supported projects and activities are subject to
the procurement standards prescribed by 45 CFR 74,
Subpart P, as explained in the applicability section of
that subpart (Section 74.160), Consortium arrange-

* ments are not procurements and are not subject to

unless the journal’s copyright policy would preclude

individuals from making, or having made, by any
teans available to them, without regard to the copy-
right of the journal, and without royalty, a single
copy of any such article for their own use.

MANAGEMENT SYSTEMS AND PROCEDURES

Applicant organizations are expected to have cer-
tain systems, policies, and procedures in place for
managing their own funds, equipment, and person-
nel before receiving PHS grant support. Demonstra-
tion of the applicant’s management capabilities may
be one of the evaluative criteria used in the review
process (see ‘‘Preaward Process—Internal Review
Requirements’’). PHS will allow recipients to use
their established organizational policies, consistently
applied regardless of the source of funds, provided
that, at a minimum, they meet the standards and re-
quirements set forth in 45 CFR 74, and those set
forth below.

FINANCIAL MANAGEMENT AND
NON-FEDERAL AUDITS

Recipients are required to meet the standards and

‘requirements for financial management systems and

non-Federal audits set forth or referenced in 45 CFR
74, Subpart H.

MFor this purpose, *data’ means writings, fflms, sound record-
ings, pictorial reproductions, drawings, designs or other graphic

‘representations, procedural manuals, forms, diagrams, work flow

charts, equipment descriptions, data files and data processing or
computer programs,
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these standards. However, they are subject to the
rules below on contracting for substantive program-
matic work and on written agreements.

In the procurement of goods or services, including
consultant services, nongovernmental recipients must
make positive efforts to use small business concerns
and minority-owned business enterprises as sources
of such goods or services. For this purpose, “‘small
business’ is defined by using the criteria contained in
Part 12} of ‘Title 13, 45 CFR 1-1.701-1. Generally, if
no standard for an industry’s field of operation is
provided in that regulation, “‘a small business con-
cern’’ means an independently owned and operated
business with less than 500 employees that is not
dominant in its field of operation. Such a concern
may include, but is not limited to, an individual, a
partnership, a corporation, a joint venture, an asso-
ciation, or a cooperative, In addition, the concern
must make a significant contribution to the U.S.
economy through payment of taxes and/or use or
American products, materials, and labor. A “‘minor-
ity-owned business enterprise’’ is a business, at least
50 percent of which is owned by minority group
members, or in the case of a publicly owned business,
at least 51 percent of the stock of which is owned by
minority group members.

State and local governmental and Indian tribal
governmental recipients are (1) required to take steps
to ensure that small and minority businesses are util-
ized where possible, (2) required to take similar ap-
propriate affirmative action in support of women's
business enterprises, and (3) encouraged to procure
goods and services from labor surplus areas.

Contracts for Substantive Programmatic Work

Grantees may contract for the performance of sub-
stantive programmatic work (see ‘‘Glossary’') under
discretionary grants only with PHS prior approval.
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Contracting for substantive programmatic work in-

cludes the establishment of consort:um agreements’

whereby a rescarch project is carried out: by the
grantee and one or more cooperating institutions that
are separate legal entities independent of the grantee.

It is the intent of PHS that the grantee, as the di-

rect and primary recipient of PHS grant funds, per-

form a substantive role in carrying out project activi- -

ties and not merely serve as a conduit for an award to
another party, or provide funds to an ineligible
party. In cases where a significant portion of the
project’s activities are proposed to be carried out by a
subgrantee or contractor, the grantee must be able to

document the reasons why it, rather than the ultimate -

performer of the activity(ies), should be the direct re-
cipient of PHS funds,

Contracts for General Activities

“Sée “‘Glossary”” for definition of “‘general activi-

ties.'” If the charge to the approved budget for 2

single contract under a discretionary grant will ex-.

grant policies and requirements that are applicabie to
the contractor (these may be incorporated by refer-

. ence where feasible), other policies and procedures to

be followed, the maximum amount of money for
which the grantee {or subgrantee) may become liable
to the third party under the agreement, and the cost

. .principles to be used in determining allowable costs

in the case of cost-type contracts. The contract must

not affect the grantee's overall responsibility for the

_ direction of the project and accountability to the

Government. The agreement shall, therefore, reserve

‘sufficient rights and control to the grantee to enable
. it to fulfill its role. Consortium arrangements must

" also be formalized in a written agresment.

A consortium arrangement establishes a collabora-
tive arrangement, not an assistance relationship, be-
tween the grantee and the other consortium partici-

" pants, However, the other participants and the

ceed the greater of $25,000 or 10 percent of the total -

direct costs approved for the budget period, the
grantee must obtain PHS prior approval. In cases of
reasonable doubt as to whether a given activity is
“*substantive programmatic work’’ or a “‘general ac-

tivity,” the grantee should consult the designated .

Grants Management Officer.

All Contracts

In situations where a grant recipient enters into a
service-type contract the term of which is not concue-
rent with the budget period of the award, the costs of
the contract may be charged to the budget peried in
which the contract is executed even though some of
the services will be performed in a succeeding period,
provided (1} the PHS awarding office has been made
aware of this situation either at the time of application
or through postaward notification, (2) the project has
been recommended for a project period extending
beyond the current year of support, and (3) there is a
legal commitment on the part of the recipient to carry
out the terms of the contract, Costs will be allowable
only to the extent that they are for services that are
provided during the period of PHS support. In order
to limit liability in the event that continued Federal
funding is not forthcoming, it is recommended that
recipients insert a clause in such contracts of $10,000
or less stipulating that payment beyond the expiration
of the current budget period is contingent on con-
tinued Federal funding. The procurement standards
prescribed by Subpart P of 45 CFR 74 specify termina-
tion provisions for contracts in excess of $10,000.

The arrangements for the conduct of activities that
are contracted out shall be formalized in a contract
(written agreement) between the recipient and the
third party. The contract must, as applicable, state
the activities to be performed, the time schedule, the

grantee's arrangements with them are subject to the
rules and policies in 45 CFR Part 74 and this docu-

ment that apply to subgrantees and subgrants A
statement to this effect should be contained in the
written agreement,

The following requirements are applicable to con-
tracting situations where PHS prior approval is

required.

The information provided by the applicant or re-
cipient in its application or postaward request to con-
tract will form the basis for the awarding office deci-
sion to approve or disapprove the contracting. Even
if the grant application referred to a contracting but
did not expticitly and clearly state a firm intention on
the part of the recipient to contract, a postaward
prior approval request must be initiated. This infor-

mation must include:
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. A description of the activities or functions involved;

. A justification for their performance by a third party;

A breakdown of and justification for the estimated costs;
The type of contract expected to be awarded;

. The kinds of organizations or other parties solicited, and
. The method of selection.

If a selection(s) has already been made, the selected
party(ies) must be identified, the reasons for selection
must be explained, and all relevant relationships
known to exist or pianned between the third party(ies)
and the grantee must be fully described, Failure to
disclose all relevant information may result in the dis-
allowance of payments to the third party.

Where approval to contract was previously pro-
vided and the activities are expected to continue with-
out significant change during a2 subsequent budget
period, the noncompeting continuation application
need not repeat this detailed information, but should
indicate that the arrangements are expected to con-
tinue as previously approved, and should reflect the
related budgetary needs. Where previously approved
contracted activities are expected to change signifi-
cantly, complete information concerning the pro-
posed changes must be provided.
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Approval of contracting may be deferred pending
submission of additional information by the appli-
cant or grantee or may be conditioned on the receipt
of additional information. The applicant or recipient
may, at its option, submit the contract document as a
means of providing this information. If that option is
elected, any resulting PHS approval does not consti-
tute a legal endorsement of the contract document by
the Federal Government nor does such approval estab-
lish PHS as a party to any of the contract provisions.

SAFETY PRECAUTIONS

‘The Government is not legally responsible for acci-
dents, illnesses, or claims arising out of any work un-
dertaken with the assistance of a PHS grant. The
grantee institution is expected to take necessary steps
to insure or protect itself and its personnel and to com-
ply with the applicable standards, including those
issued pursuant to the National Occupational Safety
and Health Act of 1970 (29 CFR 1910) and the Atomic
Energy Act of 1954 (42 USC 2021). See also the re-
quirements regarding the use of human subjects under
“Preaward Process—Public Policy Requirements.’" -

STANDARDS OF CONDUCT FOR EMPLOYEES

Each recipient organization must have written
rules for preventing officers, employees, consultants
or board members from using their positions for pur-
poses that are, or give the appearance of being, moti-
vated by a desire for private financial gain for them-
selves or others such as those with whom they have
family, business, or other tiss, Such rules should re-
flect State and local laws and must cover financial in-
terests, gifts, gratuities and favors, nepotism, and
other areas such as political participation and brib-
ery. These rules must also indicate the conditions un-
der which outside activities, relationships, or finan-
cial interests-are proper or improper, and provide for
notification of these kinds of activities, relationships,
or financial interests to a responsible and objective
institution official. For the requirements of a code of
conduct applicable to procurements under grants, see
the procurement standards prescribed by 45 CFR 74,
Subpart P.

The rules of conduct must ¢ontain a provision for
prompt notification of violations to a responsible
and objective grantee official, and must specify the
type of administrative action that may be taken
against an individual for violations. Administrative
actions, which would be in addition to any legal pen-
alty(ies), may include oral admonishment, written
reprimand, reassignment, demotion, suspension, or
separation, Suspension or separation of a project di-
rector or program director or other key official
should be reported promptly to the appropriate PHS
awarding office (see ‘‘Postaward Administration—
Changes in Project’’).

A copy of the rules of conduct must be given to
each officer, employee, board member, and consult-
ant of the recipient organization. who is working on
the grant-supported project or activity and the rules
must be enforced to the extent permissible under
State or local law, or to the extent to which the
grantee determines it has legal and practical enforce-
ment capacity.

The rules need not be formally submitted to and
approved by the PHS awarding office; however, they
must be made available for a review upon request,
for example, during a site visit.

MONITORING

As indicated in previous sections of this document,
PHS requires that grantees employ sound manage-
ment practices to ensure that program objectives are
met, and that project funds are properly spent. To
the extent possible, PHS places reliance on the con-
trols and policies established by grantees. However,
in order to fulfili their role in regard to the steward-
ship of Federal funds, PHS awarding offices monitor

" their grants to identify potential problems and areas
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where technical assistance might be necessary.

The names of the individuals responsible for moni-
toring the programmatic and business management
aspects of a project or activity will be provided to the
grantee at the time of award,

Monitoring of a project or activity shall continue
for as long as PHS retains a residual financial interest
in the project or activity, whether or not PHS is pro-
viding active grant support. This may include grant-
ees that continue to have an obligation for property
acquired under a PHS grant-supported project or ac-
tivity, and owners of facilities constructed under a
grant with a statutory or regulatory requirement that
the facility be used for a specific purpose for a speci-
fied period of time.

See also 45 CFR 74, Subparts [ and J and the “Re-
porting’® section of this document,.

REPORTING

PHS grant programs, in general, have require-
ments for both financial and programmatic perform-
ance reporting. Both expenditure and progress re-
ports are generally submitted on an annual basis. At
the discretion of the PHS awarding office, such re-
ports may be required at more frequent intervals, but
no more often than quarterly, unless indicated by a
special provision on the Notice of Grant Award ac-
cording to 45 CFR 74.7 and 74.72(¢). The form or
format of required progress reports may vary de-
pending on the type of grant program,

Other reporting requirements may include inven-
tion reporting, reporting to the appropriate payment
points {in accordance with instructions received from




the payment office), and specialized programmatic
reports. Information on performance, expenditure,
and invention reporting is provided below.

Grantees are expected to publish and provide in-
formation to the public on the objectives, methodol-
ogy,.and findings of their PHS-supported research
activities.

Programmatic Performance (Progress) Reports

Subpart J of 45 CFR 74 sets forth principles and
procedures for reporting program performance and
aliows PHS programs to determine the frequency of

. such reports, within limits, and to issue instructions
" for the content in addition to the content suggested

by Subpart J.

Annual progress reports must be submitted with all
applications for competing or noncompeting contin-
uation support in accordance with the instructions
accompanying the application forms, unless 3 differ-
ent date for submission of the annual performance
report is specified by the PHS awarding office. Some
PHS programs may require narrative and/or gquanti-
tative performance data at more frequent intervals.
Where quarterly or semi-annual reports are required,
they are due 30 days after the close of the period for
which the report is being submitied.

The requirements for performance reporting under
construction grants or grants supporting both con-
struction activities, including acquisition or moderni-
zation, and nonconstruction activities will be spec-
ified by the PHS awarding office.

The original and two copies of a final progress re-
port must be submirtted to the PHS awarding office
within 90 days after the expiration or termination of
a nonconstruction project or a project supporting

both construction and nonconstruction activities.”

The report should be prepared according to instruc-
tions provided by the PHS awarding office and
should include, at a minimum, a summary statement
of progress toward the achievement of the originally
stated aims, a list of the results (positive or negative)
considered significant, and a list of publications re-
sulting from the project, with plans, if any, for fur-
ther publication. Three copies of reprints of publica-
tions not previously submitted should accompany the
progress report.

Expenditure Reports

A report of expenditures is required as documenta-
tion of the financial status of grants according to the
official accounting records of the grantee organiza-
tion. For all PHS nonconstruction grants, the Finan-
cial Status Report is used for this purpose. (See 45
CFR. 74 Subpart 1.) The report, when required on an
annual basis, must be sumitted for each budget period
no later than 90 days after the close of the budget pe-
riod. The PHS awarding office may require this re-
port no more frequently than quarterly, except as
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provided in 45 CFR 74.7 and 74.72(¢). Where quar-
terly or semi-annual reports are required, they are
due 30 days after the close of the period for which the
report is being submitted, The report must cover any
extension in time of the budget period authorized by
the PHS awarding office. The final report of expend-
itures, which must be submitted within 90 days of the
expiration or termination of a grant unless an exten-
sion of time for submission is allowed by the PHS
awarding office, must have no unliquidated obliga-
tions and must indicate the exact balance of unobli-
gated funds.

Estimated Expenditures. Where an uncbligated bal-
ance of Federal funds is estimated to remain under a
nonconstruction discretionary grant at the end of a
budget period (as reported in the grantee’s continua-
tion application), the Grants Management Officer of
the PHS awarding office may select one of the fol-
lowing options:

B g

1. Subtract the estimated undhﬁg&tcél balance from the
Federal share of the approved budget amount pro-
posed in the continuation award if one is to be issued.

2. Use the estimated uncbligated balance to increase the
Federal share of funds authorized in the proposed
continuation award for additional purposes requested
and justified by the grantee and approved by the PHS
awarding office.

3. Withdraw the estimated unobligated balance from the
current award authority.

4. Ignore the estimated unobligated balance when such
amount is $250 or less, or there is good reason to be-
lieve that the estimate may not be sound.

If the grantee estimates a deficit, the Grants Man-
agement Officer and the grantee should discuss (a)
administrative measures the recipient should institute
to ensure that the project does not incur a deficit, and
(b) the possibility of submission of a request for sup-
plemental funds.

Actual Expenditures. Upon receipt of a Financial
Status Report {FSR) showing actual obligations of
funds, the Grants Management Officer, for ongoing
projects, will compare the total of any unobligated
balance shown and the funds awarded for the current
budget with the PHS share of the approved budget
for the current budget period.

If the funds available exceed the PHS share of the
approved budget for the current budget period, the
Grants Management Officer may select one of the
following options:

1. Withdraw the excess funds by issuing a revised award notice

~ for the current budget period.

2. In response to a written request from the grantee, revise the
current award notice to authorize the grantee to spend the ex-
cess funds for additional approved purposes; or

3. Notify the grantee in writing that it is restricted from using
the excess funds in the current budget period, and that the ex-
cess funds will be taken into accouni when the next continua-
tion award is made.
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If the funds available are more than $250 short of
the PHS share of the approved budget for the current

budget period, the Grants Management Officer will
either:

1. Make an administrative supplemental award as necessary to

make the available PHS funds equal to the PHS share of the
approved budget unless the awarding office has information
which would indicate that the zdditional funds are not
needed by the grantee; or

2. Negotiate with the grantee a mutuaily satisfactory revised
budget and issue a revised Notice of Award to make the PHS
share of the approved budget equal to the PHS funds avail-
able,

If funds are available for obligation, the awarding
office should make a supplemental award to provide
additional funds to the grantee in accordance with
item 1 immediately above. If funds are not available
for obligation, or if the additional funds are not
needed by the grantee, a revised budget must be ne-

gotiated and documented in accordance with item 2

immediately above. . . : :

If the funds available are less than $250 short of

the PHS share of the approved budget, the awarding
office will normally not make any adjustment unless
specifically requested by the grantee,

For both estimated and actual expenditure situa-
tions, the Grants Management Officer is to select the
options that will utilize the unobligated balance in the
most responsible and expeditious manner available to
promote program objectives without creating an un-
justifiably high level of continuation costs for suc-
ceeding appropriations.

Unobligated funds remaining at the end of a proj-
ect period that will not be expended revert to the Fed-
eral Government. If paid to the grantee, such
amounts must be returned to the Federal Govern-
ment or must be refiected by an appropriate account-
ing adjustment in accordance with instructions from
the Grants Management Officer of the PHS award-
ing office or from the payment office. Neither with-
drawal of funds awarded on the basis of the grantee’s
underestimate of the unobligated balance in a prior
period nor withdrawal of the unobligated balance as
of the expiration of a grant constitutes ‘‘termina-
tion’ (see ‘‘Postaward Administration—Suspension,
Termination, and Withholding®’). :

The permissibility of carryover and options in rcgard
to unobligated balances under mandatory {(formula)
grants are contained in programmatic regulations,

PHS expects recipients to maintain accurate and
timely accounting records with the proper classifica-
tion of expenditures. Through full utilization of the
90 days available for submission of annual and/or
fina}! reports of expenditures, the grantee should be
able to file accurate reports and reduce later amend-
ments and revisions to a2 minimum. When a revised
report is necessary, the following will apply. (See Ap-
pendix I of this policy statement in regard to indirect
cost adjustments.) Revised expenditure reports repre-
senting additional claims by the grantee that were not
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reported to PHS within the 90 days provided, may be
submitted to the Grants Management Officer of the
PHS awarding office with an explanation. This
should be done as promptly as possible but no later
than | year from the due date of the original report,
i.e., 15 months following the end of the budget pe-
riod. Any such revised report received after that date
will not be accepted, and will be returned to the
grantee. Where the submission of a revised final ex-
penditure report results in additional claims by the
grantee, PHS will normally make an upward adjust-
ment if funds are available, although not legally obli-
gated to do so. In the case of the submission of a
revised annual expenditure report, the policy stated
above governs if, as a result of less carry-over funds
than anticipated, a continuation budget period has
been underfunded. Where the revision results in a
balance due to PHS, the revision must be submitted
to the Grants Management Officer of the PHS

-awarding office: wheneverathe pvercharge-sis dis-

covered, no matter how fong the lapse of time since
the original due date of the report. Whenever an ad-
justment is to be made, the PHS awarding office will
advise the grantee of actions to be taken to reflect the
adjustment.

Invention Reports

According to HHS patent regulations (45 CFR 6
and 8), all inventions made in the course of or under
any PHS research grant or feillowship award shall be
promptly and fully reported to the Assistant Secre-
tary for Health, HHS, and in any event shall be re-
ported prior to the publication of any description of
the invention. This requirement has been extended to
training grants, traineeships, and scholarships. The
report must be completed in accordance with instruc-
tions provided by the PHS awarding office. (NOTE:
Regulations regarding inventions are currently under
revision and may impact the information stated
above.)

In addition to immediate invention reporting, each
application for competing or noncompeting continu-
ation support of a PHS grant-supported research
project must include either a listing of all inventions
made during the preceding budget period or a certifi-
cation that no inventions were made during the appli-
¢able period.

A Final Invention Statement and Certification is
required within 90 days following the expiration or
termination of support on an applicable project. All
inventions that were conceived or first actually re-
duced to practice during the course of work under the
project from the original effective date of support
through the date of expiration or termination,
whether or not previously reported, shall be listed on
the statement. Each statement will require the signa-
ture of the project director or principal investigator
and an official authorized to sign on behalf of the
graniee organization.
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Overdue Reports

Grantees are allowed a reasonable period of time
in which to submit required financial and perform-
ance reports (see 45 CFR 74, Subparts I and J). Fail-
ure to submit required reports within the time al-
lowed may result in suspension or termination (of an
active grant), withholding of additional awards for
the project, or other enforcement actions, including
withholding of payments or converting to the reim-
bursement method of payment (see *‘Award Process
—Payment**). Continued failure to submit required
reports may result in the imposition of special award
provisions, or cause other eligible projects or activi-
ties involving that grantee organization or the indi-
vidual responsible for the delinquency to not be
funded.

If at any time the grantee provides an acceptable
explanation regarding the late submission of a re-

port, the PHS awarding office may waive the report-- .

ing requirement or set a new due date. However,
once a report becomes overdue such action will be
taken by the PHS awarding office only if the reasons

- why the grantee is unable to submit the report in a

timely manner are legitimately beyond its control, or
if the purposes for which the report is to be used can
be accomplished through other means. Failure to
meet a new date may result in the awarding office
taking action stated in the paragraph above,

Submission of a required report does not necessar-
ily fulfill the grantee's responsibility. Such reports
must also meet the content requirements in regula-
tions or other grant terms, Where reports need to be
revised in order to be accepted, the grantee must pro-
vide a revised report by the due date indicated by the
PHS awarding office or immediate fund cutoff or
other enforcement actions may be taken with regard
to the delinquency.

If a report required to be submitted to a payment

office becomes overdue under either discretionary or -

formula grants, the payment office, following rea-

‘sonable notice to the grantee, will make no further

payments to the grantee untif the overdue report is re-
ceived or the delinquency is corrected by waiving the
reporting requirements or setting a new due date,
Cash withheld during the period of delinquency, if
otherwise payable, will be released when payments
are resumed.

RECORD RETENTION AND ACCESS

Financial and programmatic records, supporting
documents, statistical records, and all other records
of a grantee or subgrantee that are required by the
terms of a grant or subgrant or may reasonably be
considered pertinent to a grant or subgrant, must be
retained for the time period(s) specified in 45 CFR
74, Subpart D. The determination as to when the re-
tention period begins and ends differs for some types
of grant-related records, e.g., property records. Ac-
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cess to such records is also governed by the provisions
of 45 CFR 74, Subpart D. See 45 CFR 74, Subpart P
in regard to record retention and access requirements
for contracts under grants.

SUSPENSION, TERMINATION,
AND WITHHOLDING

A decision to suspend a grant may be made after it
has been determined that a grantee has materially
failed to comply with the terms of an award but that
there is a possibility the grantee may take corrective
measures. A decision by a PHS awarding office to
terminate a grant may be made if appropriate correc-
tive actions (or the acceptable promise of such ac-
tions) are not taken during the period of suspension
or if the deficiency is so serious as to warrant imme-
diate termination. A grant, or portion thereof, may
also be terminated at a grantee’s initiative. Subpart M
of 45 CFR 74 contains the policies that pertain to sus-
pension and termination. Termination for cause may
be appealed under the PHS and HHS grant appeals
procedure (see “‘Postaward Administration—Grant
Appeals Procedures’). -

Withholding of support means a decision not to
make a noncompeting continuation award. within a
previously approved project period. Withholding
may occur if a grantee has failed to make satisfactory
progress, or if adequate Federal funds are not availa-
ble to support the project, or it may be used as a
means of protecting PHS interests. Withholding may
also occur where the grantee has not complied with
the terms of the award or has failed to provide ade-
quate stewardship of Federal funds to an extent that
indicates that PHS support should not continue be-
yond the current budget pericd, but where the situa-
tion is not serious enough to warrant termination.
The decision to withhold support, i.e., the decision to
let a grant expire at the end of its current budget per-
iod a5 shown on the Notice of Grant Award, and not
make a noncompeting continuation award is subject
to the PHS grant appeals procedures.

HHS also has in effect regulations at 45 CFR 76
which provide for the debarment and suspension of
individuals and institutions from eligibility to receive
grants or other forms of financial assistance or con-
tracts under HHS discretionary programs. The
grounds to such measures set forth in the regulations
are specified criminal actions and/or fiscal abuses by
persons who are responsible for Federal funds.

AUDIT

An audit is a systematic review or appraisal made
to determine whether:

i. Financizl operations are properly conducted.

2. Financial reports are presented fairly and accurately,

3, Applicable laws, regulations, and other grant terms have
been complied with.

4. Resources arc managed and used in an economical and ef-
ficient manner.

5. Desired results and objectives are being achieved in an effec-
tive manner.




Any or all of these elements may be reviewed, at
the discretion of the Federal Government, during or
after PHS support of the activity, However, 45 CFR
74, Subpart H requires recipients to comply with
OMB requirements for audits conducted by, or at the
direction of, the recipient. :

The OMB requirements explain the scope, fre-
quency, and other aspects of the audits. For State
and local grantees subject to OMB circular A-102,
such audit reports shall be submitted to the cognizant
Federal audit agency.

See “Costs Under PHS Grant-Supported Proj-

" ects/Activities”' for the allowability of the costs of

grantee (subgrantee)-initiated audits,

Recipients must follow a systematic method for en-
suring timely and appropriate resolution of audit
findings and recommendations, whether discovered
as a result of Government-initiated or recipients-ini-
tiated audits. :

Grantees are usually allowed 30 days from the date
of request to respond to the responsible audit resolu-
tion official (Action Official) concerning audit find-
ings. Failure to submit timely responses may result in
cost disallowance or other actions by PHS or HHS.
At the completion of the audit resolution process, the
grantes will be notified of the Action Official’s final

decision, The grantee may appeal this decision ac-

cording to the applicable appeals procedures. (See
“Postaward Administration—Grants Appeals Pro-
cedures.”’} Refunds owed to the Government as a re-
sult of audit disallowances must be made in accord-
ance with instructions issued by the action official or
finance office.

CLOSEOUT

PHS grants will be closed out as soon as possible
after expiration of a grant that will not be extended
or after termination of a grant in accordance with 45
CFR 74, Subpart M. Closeout includes timely sub-
mission of all required reports, disposition of real
property, equipment and supplies, adjustments for
amounts due the. grantee, and adjustments for
amounts due PHS and in the hands of grantees for
any reason, including unoblipated balances. The
PHS awarding office will issue instructions concern-
ing the disposition of unobligated balances in the
hands of the grantee. For those organizations receiv-
ing their funds through the Departmental Federal As-
sistance Financing System (DFAFS), all final reports
must be submitted to DFAFS and to the PHS award-
ing office as appropriate. It is the responsibility of
the grantee to reconcile reports submitted to DFAFS
and to the PHS awarding office. Closeout of a grant
does not affect the requirements for equipment ac-
countability or record retention nor does it affect the
Federal Government’s right to conduet an audit and
recover amounts based on the results of the audit.
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GRANT APPEALS PROCEDURES

HI:IS has a policy pcrmitiing grantess to appeal
certain postaward adverse administrative decisions
made by HHS officials. (See 45 CFR 16.) '

PHS has established a first level of appeal which
must be exhausted before an appeal to the HHS
Grant Appeals Board. The following determinations
may be appealed under the authority of 42 CFR 50,
Subpart D, the PHS grant appeals procedure which is
only available in regard to PHS discretionary grants
and cooperative agresments:

1. Termination, in whole or in part, of a grant for failure of the
grantee to carry out its approved project in accordance with
the applicable law and the terms and conditions of such as.
sistance, of for failure of the grantee otherwise to comply
with any law, regulation, assurance, term, or condition appli-
cable 10 the graat.

2. A determination that an expendituce not allowable under the
grant has been charged to the grant, or that the grantee has
atherwise failed to dischargeits obligation to aceount for
grant funds. )

3. The disapproval of a grantee's written request for permission

- toincur an expenditure during the term of a grant. (The fail-
ure of a PHS awarding office to respond to such a request
within 30 days of the postmark date of the grantee’s request
shall be considered a disapproval.} ’ '

4. A determination that a grant is void.

As a first step in appealing an adverse determina-
tion, the grantee must submit a request for review to
the appropriate PHS or regional official indicated in
the written notification of adverse determination,
and must follow the procedures contained in the noti-
fication concerning the timing of the request for re-
view and the information to be supplied. Under the
PHS procedure, a review committee consisting of of-
ficials not involved in the adverse determination will
be appointed to consider the case. The committee will
prepare a written decision based on its review for the
signature of the committee chairman. If the review
committee’s decision is adverse to the grantee, orifa
grantee’s request for review is rejected on jurisdic-
tional grounds, the grantee has the option of submit-
ting a request to the Executive Secretary of the De-
partmental Grant Appeals Board for 4 further review
of the case by that board in accordance with the pro-
visions of 45 CFR 16.

Disputes related to the establishment of indirect
cost rates, research patient care rates, and certain
other cost allocations used in determining amounts to
be reimbursed under PHS grants—e.g., cost alloca-
tion plans negotiated with State or local govern-
ments, computer, fringe benefit, and other negoti-
ated special rates—may be appealed in accordance
with the HHS procedures contained in 45 CFR 75.
(That regulation establishes the first level of review in
the position of the Regional Director in each HHS re-
gional office.) If the decision under 45 CFR 75 is .ad-
verse to the grantee, it may request a further review
by the Departmental Grant Appeals Board under 45
CFR 16.
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DEBT COLLECTION

The Federal Claims Collection Standards (4 CFR:

Parts 101-105) require that, except where prohibited
by law, PHS charge interest on all delinquent debts
owed to PHS by grantees. Debts are considered de-
linquent 30 days after notification to the grantee of
the indebtedness. The interest will be computed at the

prevailing quarterly interest rates issued by the De-
partment of the Treasury, Should a grantee appeal a
monetary adverse determination -through 42 CFR
Part 50, Subpart D and/or 45 CFR Part 16, collec-
tion will be suspended pending a final decision on the
appeal. If the determination is sustained {either fully
or partially) the interest on the sustained amount will
be computed beginning 30 days after the original no-
tification to the grantee of the indebtedness,
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Regional Offices

PHS Region I
John F, Kennedy Federal Building
Boston, Massachusetts 02203

PHS Region II
26 Federal Plaza :
New York, New York 10007

PHS Region III
P.O. Box 13716

Pliiladelphia, Pennsylvania®19101 =+

PHS Region IV
101 Marietta Tower, N.W.
Atlanta Georgia 30323

PHS Region V
300 South Wacker Drive
Chicago, Illinois 60606

PHS Region VI
1200 Main Tower Building
Dallas, Texas 75202

PHS Region VII
601 East 12th Streat
Kansas City, Missouri 64106

PHS Region VIII
19th & Stout Streets
Denver, Colorado 80202

PHS Region IX
50 United Nations Plaza
San Francisco, California 94102

PHS Region X
1321 Second Avenue
Seattle, Washington 98101

APPENDIX |

PHS AWARDING OFFICES
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States in Region
Connecticut, Maine, Massachusetts, New
Hampshire, Rhode Island, Vermont

New Jersey, New York, Puerto Rico, Virgin
Islands

Delaware, District of Columbia, Maryland,
Pennsylvania, Virginia, West Virginia

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

Ilinois, Indiana, Michigan, Minnesota, Ohio,
Wisconsin

Arkansas, Louisiana, New Mexico,
Oklahoma, Texas

Iowa, Kansas, Missouri, Nebraska

Colorado, Montana, North Dakota, South
Dakota, Utah, Wyoming

Arizona, California, Hawalii, Nevada, Northern

Mariannas, American Samoa, Guam, Trust
Territories of Pacific Islands

Alaska, Idaho, Oregon, Wash';ngton




Office of the Assistant Secretary for Health!

National Center for Health Services Research
Federal Center Building #2

-3700 Bast-West Highway

Hyattsville, Maryland 20782

Office of Adolescent Pregnancy Programs
5600 Fishers Lane
Rockville, Maryland 20857

Office of Health Maintenance Organizations
Park Building

12420 Parklawn Drive

Rockville, Maryland 20857

Office of Health Research, Statistics, and
Technology

5600 Fishers Lane

Rockville, Maryland 20857

Alcobol, Drug Abuse, and Mental Health 7 - -

Administration

Office of the Administrator
5600 Fishers Lane
Rockville, Maryland 20857

National Institute of Mental Health

5600 Fishers Lane
Rockvile, Maryland 20857

National Institute on Alcohol Abuse and
Alcoholism

- 5600 Fishers Lane

Rockville, Maryland 20857

National Institute on Drug Abuse
5600 Fishers Lane
Rockyville, Maryland 20857

Center for Disease Control

CDC Procurement and Grants Office
255 E. Paces Ferry Road, N.E.
Atlanta, Georgia 30305

National Institute for Occupational Safety and
Health

5600 Fishers Lane

Rockville, Maryland 20857

Food and Prug Administration

Office of Extramural Research

~ Office of the Associate Commissioner for Science
Food and Drug Administration

5600 Fishers Lane
Rockville, Maryland 20857

&

1 Awarding offices may changs due to the creation of the Health

Resources and Services Administration.

Health Resources Administration!

Bureau of Health Professions
Center Building
3?00‘East-W¢5t Highway
Hyattsville, Maryland 20782

Bureau of Health Planning
Center Building

3700 East-West Highway
Hyattsville, Maryland 20782

Bureau of Health Facilities
Center Building

3700 East-West Highway
Hyattsville, Maryland 20782 .

Health Services Administration!

Bureau of Community Health Services .
5600 Fishers Lane

~Rockville, Maryland 20857

Bureau of Health Personnel Development and
Service

5600 Fishers Lane B

Rockville, Maryland 20857

Indian Health Service
5600 Fishers Lane
Rockville, Maryland 20857

National Institutes of Health

'National Library of Medicine
9000 Rockville Pike
Bethesda, Maryland 20205

National Cancer Institute
9000 Rockville Pike
Bethesda, Maryland 20205

National Heart, Lung, and Blood Institute
9000 Rockville Pike
Bethesda, Maryland 20205

National Eye Institute
9000 Rockville Pike
Bethesda, Maryland 20205

National Institute of Allergy and Infectious
Diseases

9000 Rockville Pike

Bethesda, Maryland 20205

National Institute of Arthritis, Diabetes,
and Digestive and Kidney Diseases

9000 Rockville Pike

Bethesda, Maryland 20205

National Institute of Child Health
and Human Development

9000 Rockville Pike

Bethesda, Maryland 20205
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National Institute on Aging
777 9000 Rockville Pike
! :  Bethesda, Maryland 20205

National Institute of Dental Research
9000 Rockville Pike
Bethesda, Maryland 20205

National Institute of Environmental Health
Sciences

P.O. Box 12233 _

Research Triangle Park, North Carolina 27709
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National Institute of General Medical Sciences
9000 Rockville Pike
Bethesda, Maryland 20205

National Institute of Neurological and

Communicative Disorders and Stroke
9000 Rockville Pike )
Bethesda, Maryland 20205

Division of Research Resources
9000 Rockville Pike
Bethesda, Maryland 20205




APPENDIX II
INDIRECT COST AND RESEARCH PATIENT CARE RATES

This appendix provides detailed information con-
cerning the establishment and use of indirect cost
rates and research patient care rates. The section of
this document titled *“Costs Under PHS Grant Sup-
ported Projects/Activities’’ describes the general
rules on allowability of such costs.

INDIRECT COSTS

Definitions

Indirect Cost Rate—The ratio, expressed as a percent-
age of an organization’s total indirect costs to its direct
cost base (commonly direct salaries and wages or mod-
ifiedtotal direct.costs). Whenaate is establishedfora
specific activity or program (e.g., r&sca.rch) ‘thie rate
represents the ratio of the total indirect costs allocated
to the direct base costs of the activity or program,

Provisional Indirect Cost Rate—A temporary rate es-
tablished for a given period to permit funding and re-
porting of indirect costs pending establishment of a per-
tnanent rate for the period. Indirect costs provided on
the basis of such a rate will be adjusted (upward or
downward) when a permanent rate is established,

Final Indirect Cost Rate—A permanent rate estab-
lished after the actual costs for a given fiscal year of
the organization are known and the actual amount of
indirect costs applicable to federally sponsored pro-
grams has been determined. This type of rate is not
subject to.subsequent adjustment.

Predetermined Indirect Cost Rate—A permanent
rate established for a future period based on an esti-
mate of the costs for that period. This type of rate is
not generally subject to subsequent adjustment,

Fived Indirect Cost Rate—A permanent rate that has
the same characteristics as a predetermined rate.
However, unlike a predetermined rate, the difference
between the estimated costs used to establish the
fixed rate and the actual costs of the period covered
by the rate is “‘carried forward'* as an adjustment to
the rate computation of a subsequent period.

Currently Effective Indirect Cost Rate—A r1ate au-
thorized by the appropriate Division of Cost Alloca-
tion, Regional Administrative Support Center (or its
predecessor organization, the Office of the Regional
Comptroller) or other designated organization for
use in reimbursing indirect costs under HHS grants.

Indirect Cost Proposal—The documentation pre-
pared by a grantee organization to substantiate its
claim for the reimbursement of indirect costs, This
proposal provides the basis for review, audit, and ne-
gotiation leading to the establishment of the organi-
zation's indirect costs rate(s).
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Negotiation Agreement—The document that formal-
izes the establishment of indirect cost rates and pro-
vides information on the proper application of the
rates.

Indirect Cost Proposals

In order to be reimbursed .for indirect costs, a
grantee must first establish an appropriate indirect
cost rate. To do this, the grantee institution must pre-
pare an indirect cost rate proposal and submit it to
the Division of Cost Allocation (DCA), Regional Ad-
ministrative Support Center responsible for the HHS

~ region in which the grantee is located. (If the grantee
“#705" under the negotiation cognizance of an agency

other than HHS, instructions will be provided by the
appropriate Federal agency.) However, submission
of a formal indirect cost proposal may not be re-
quired when the organization is receiving only PHS
training grants (see the section of this appendix titled
“‘Indirect Cost Reimbursement on Training
Grants’’). Local government agencies are also not re-
quired to submit their indirect cost proposals unless
so requested by the cognizant agency (see the section
of this appendix titled **Special Procedures for Local
Government Agencies').

A proposal must be submitted in a timely manner
for each fiscal year in which indirect costs are
claimed and must be developed in accordance with
the cost principles appropriate to the type of organi-
zation involved. Grantees that fail to comply with
this requirement will be considered as not having a
currently effective indirect cost rate. In the absence
of this rate, PHS grants awarded to the organization
will not provide for the reimbursement of indirect
costs. If a rate is subsequently established based on
the late submission of an indirect cost proposal, the
award may be amended to provide for indirect cost
reimbursement if the amendment can be made in the
same Federal fiscal year as the initial award. How-
ever, reimbursement will be limited to the period
after the date the proposal was submitted. Failure to
submit a timely proposal reflecting a permanent rate
may also result in the disallowance of indirect costs
previously reimbursed based on the use of a provi-
sional indirect cost rate. In such cases, the grantee
will receive notification from the Grants Manage-
ment Officer of the PHS awarding office! that it will
be allowed 30 days to submit the required proposal.
If the proposal is not submitted within the 30-day pe-
riod, PHS will take action to recover the unsubstanti-
ated amounts, .

{Grantees of the National Institutes of Health (NIH} will receive

this notification from the Indirect Cost Management Section, Di-
vision of Financial Management, NI{H.




A proposal will be considered timely if:

a. An organization that has not previously established an in-
direct cost rate with HHS submits its initial indirect cost
proposal as soon as possible after being notified that a

- grant providing for the reimbursement of indirect costs
will be awarded preferably before the date of the award,
but no later than 3 months after the beginning date of the
grant budget period.

b. An organization that has previously established an indirect
cost rate with HHS submits a new indirect cost proposal
within 6 months after the close of each grantes fiscal year.

If an organization is unable to submit a proposal
by the prescribed due date, it may request an exten-
sion of time from the appropriate DCA. This request
must contain a justification for the extension and
must specify the date the proposal will be submitted,
and should be submitted on or before the due date of
the proposal. o

HHS has published brochures, listed below, pro-
viding guidance on the preparation and submission
of indirect cost proposals. A single copy of a bro-

the area in which the applicant or grantee is located,
as listed in this appendix. Multiple copies of the
brochures may be obtained from the Superintendent
of Documents, U.S. Government Printing Office,
Washington, D.C. 20402,

OASC- 1 A Guide for Colleges & Uni-
(Rev) versities—Cost Principles and
Procedures for Establishing In-
direct Cost and Other Rates for
Grants and Contracts with the
Department of Health and Human

Services.

A Guide for Hospitals—Cost Prin-
ciples and Procedures for Establish-
ing Indirect Cost and Patient Care
Rates for Grants and Contracts
with the Department of Health and
Human Services.

A Guide for Nonprofit Institu-
tions—Cost Principles and Proce-
dures for Establishing Indirect Cost
and Other Rates for Grants and
Contracts with the Department of
Health and Human Services.

OASC - 10 A Guide for State and Local Gov-
ernment Agencies—Cost Principles
and Procedures for Establishing
Cost Allocation Plans and Indirect
Cost Rates for Grants and Con-
tracts with the Federal Government.

OQASC- 3
{Rev)

QOASC - 5
(Rev)

Negotiation of Rates

The DCA will review indirect cost proposals and
based on these reviews will negotiate appropriate in-
direct cost rates with grantee organizations. If an
audit is considered necessary, the DCA will request
the audit from the HHS Audit Agency. The results of
each negotiation will be formalized by a Negotiation
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Ag-e.ement signed by the appropriate HHS regional
official and an authorized representative of the
graptee, Each Agreement will include the agreed
upon rate(s) and information directly related to the
use of the rate(s) (e.g., type of rate, effective period,
direct cost base); the treatment of fringe benefits as
either direct or indirect costs; general terms and con-
ditions of the agreement; special terms and condi-
tions of the agresment, if any; and any additional in-
formation that may be needed by the users of the
Agreement (e.g., the direct charging of a type of cost
that is normally treated as indirect).

Disputes arising in the negotiation of indirect cost
rates will be resolved in accordance with informal ap-
peals procedures contained in 45 CFR 75, and, if nec-
essary, 45 CFR .16. (See Postaward Administra-
tion—Appeals Procedures.)

chure may be obtained fronythe DCA rfl‘»jpongi_:ﬁl e for - *:...»? -Establiskment of Rates for Subawards

Indirect costs may also be paid to a subgrantes or
cost type contractor performing under a-grant-sup-
ported project, If a subaward provides for the reim-
bursement of indirect costs, the grantee will be re-
sponsible for negotiating appropriate indirect cost
rates with the subawardee. (Indirect costs paid by the
grantee to the subawardee will, however, be included
in the grantee’s direct cost budget as part of the totai
cost of the subaward.) Negotiations between the
grantee and the subawardee shall be based on the cost
principles applicable to the subawardee organization.
The procedures followed by the grantee in conduct-
ing the negotiations will be subject to review and
audit by, or on behalf of, HHS. If a grantee reguires
assistance in connection with the negotiations, it
should request such assistance from the appropriate
DCA.

If the subawardee is required to negotiate an indi-
rect cost rate or a research patient care rate directly
with HHS (that is, if the organization is also a direct
recipient of HHS support), the grantee will not be re-
quired to negotiate the indirect cost rate. In these
cases, HHS will negotiate indirect cost rates applica-
ble to all of the organization’s HHS-supported activi-
ties, including those conducted under subawards. Al-
though the grantee will not be primarily responsible
for these negotiations, it may participate in them if
either HHS or the grantee considers such participa-
tion necessary or desirable.

Another exception to this general policy is where
the subaward is a subgrant for training purposes and
is made to an institution of higher education, a hospi-
tal, or other nonprofit organization. In these cases,
the procedures applicable to the reimbursement of in-
direct costs on training grants will apply. (See “‘In-
direct Cost Reimbursement on Training Grants’’ in
this Appendix.)
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Special Procedures for
Local Government Agencies

Local government agencies are not required to sub-
. mit their indirect cost proposals to the DCA or other
cognizant agency unless so requested. Agencies that
are not required to submit indirect cost proposals
must nevertheless substantiate their claims for in-
direct cost reimbursement by preparing an indirect
cost rate computation, as described in the “Guide for
State and Local Governments’” (OASC-10). The
agency must retaln the computation and supporting
documentation in accordance with the record reten-
tion and access requirements in subpart D of 45 CFR
74 (see “Postaward Adnumstrauon—Record Reten-
tion and Acccss")

The local government agency must make an initjal
rate computation based on its estimate of the operat-
ing costs that will be inicurred during the fiscal year in
which a ¢laim for indirect cost reimbursement will be
made,.and a subsequent rate computationsafter. the

actual costs of that period-are known “If th& differ:™

ence between the estimated and actual costs results in
an over reimbursement to the grantee, an adjustment
must be made. An adjustment may also be made if the
difference results in an under-reimbursement to the
agency. In either case, the adjustment may be accom-
plished by the agency’s electing to treat the estimated
rate as cither a *fixed rate’ or a “*provisional rate.”

" 'The procedures for making the adjustment are de-
scribed in the section of this Appendix titled “*Reim-
bursement of Indirect Costs.”’ However, once an
election is made, the type of rate chosen may not be
changed unless the change is approved by the DCA.
Fixed rates may not be used if the federally supported
programs that provide for the reimbursement of indi-
rect costs are expected to terminate or be substanti-
ally reduced before the **carry-forward’’ adjustment
can be accomplished, If this situation occurs after a
local government agency elects to use a fixed rate, a
change to a provisional rate should be made after
notification to the DCA.

Where a local government agency is not required
to submit an indirect cost proposal to the DCA or
other cognizant agency (in which case there would be
no published Negotiation Agreement), the PHS
awarding office will accept the indirect cost rate pro-
posed by the local government agency as if it were the
established HHS indirect cost rate.

Special Indirect Cost Rates

The use of a singlte indirect cost rate applicable to
all activities conducted by an organization or to each
broad program conducted by the organization, (e.g.,
research) is generally desirable as a means of simpli-
fying the procedures associated with the reimburse-
ment of indirect costs. In some instances, however,

-this would result in a significantly inequitable dis-
tribution of costs. Where these inequities exist, it
may be necessary to establish “‘off site' or other

special rates to properly reflect the amount of in-
direct costs apphcable to certain activities conducted
by the organization. Sirmla.rly, when the indirect
costs generated by a major division(s) of an organiza-
tion differs szgmﬁca.ntly from those generated by
other divisions, it may be necessary to establish a
separate rate(s) for that division(s).

Off.sitc and other special indirect cost rates will be
established only when all of the following conditions
are present:

1. An activity is conducted in a physical or administrative envi-
ronment that generates a significantly different level of in-
direct costs than the other activities of the organization.,

2. The special rate would be substmtia.lly lower or higher than
the rate applicabte to other activities.

3. The rate would apply to a mazerial amount of federally sup-

ported direct costs.
Special indirect cost rates w:ll also be established
when a program’s authorizing legislation imposes re-
strictions on the reimbursement of certain types of

- dndirect tosts that would otherwise be properly al-

locable to that program.

A separate rate will be established for a major divi-
ston of an organization only where the aggregate ac-
tivities conducted within the division meet the above
conditions,

A special indirect cost rate will not be established
where the only reason for such a rate is to fulfill cost
sharing, matching, or other cost participation re-
quirements. However, where in-kind contributions
are treated as direct costs, a special indirect cost rate
may be established to permit the grantee to receive
¢redit for such contributions.

The organization’s indirsct cost proposal should
reflect special rates or separate rates for major divi-
sions of the organization in those instances where the
organization believes that its activities require such
rates as indicated above. More specific guidance on
the situations which may require the use of special
rates is included at the end of this section. Where a
situation(s) indicating the need for a special rate ex-
ists at an organization but the organization does not
believe that a special rate is appropriate, its indirect
cost proposal must include a description of the situa-
tion and a statement indicating its reason for not de-
veloping a special rate.

Where an organization conducts activities at sev-
eral different locations but believes that a composite
rate covering all activities at such locations is ap-
propriate, the locations must be specified in the or-
ganization's indirect cost proposal. If use of the com-
posite rate is accepted by the DCA, the locations
covered by the rate will be listed in the Negotiation
Agreement.

Indirect cost proposals reflecting off site rates
must be accompanied by (1) a precise, comprehensive
statement describing the circumstances under which
activities are considered off site, (2) a statement of
the organization's policy concerning the treatment of
projects or programs that are performed partially off
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site, and (3) a listing of specific off site locations. The
listing of specific off site locations is not required
when the locations are frequently changed. Guidance
on the preparation of the required statements is in-
cluded at the end of this section. If an off site rate is
established, the grantee's statements and the listing
of off site locations will be negotiated as part of the
overall indirect cost negotiation process and will be
included in the Negotiation Agresment.

Grantees must specify in grant applications and ex-
penditure reports (see ‘‘Postaward Administration
Reporting”) whether the grant-supported activities
are conducted entirely on site, entirely off site, or
partially off site. If the activities are conducted par-
tially off site, the grantee must specify which portion
is conducted off site, (Activities conducted at several
different locations covered by a ‘composite rate

would be considered *‘on site.”’) The grantee’s state-

ments and treatment of off site activities must con-
form to its established policies, consnstcntly apphed

regardless of the source of funds. " ¥ T

Specific Situations That May Require
the Use of Special Indirect Cost Rates

A. The activity is conducted at a location other than
on the organization's premises and indirect costs
associated with the organization’s facilities, such
as operation and maintenance expenses, and de-
preciation and/or use charges, are not applicable
to the activity. Similar costs associated with the
facility in which the activity is conducted (e.g.,
rental costs) are normally treated as direct costs
to specific projects or are treated as a separate in-
direct cost pool applicable only to activities con-
ducted in this environment. (This is the most
common situation that may require the use of a

special rate, This special rate developed is termed

“off site.’")

B. The activity enjoys a higher degree of autonomy
than the organization’s other activities and cer-
tain [ower level administrative and supporting
functions included in the “‘normal’* indirect cost
rate such as departmental administration, pro-
curement services, operation and maintenance of
facilities, ¢tc., are not applicable to the activity.
The costs of administering and supporting the ac-
tivity are treated as direct costs or as & separate
indirect cost pool applicable to the activity,

C. The activity is conducted in a facility that was
specifically constructed and equipped with Fed-
eral funds to house a particular federally sup-
ported program; and the depreciation and/or use
charges included in the organization’s normal in-
direct cost rate are not applicabie to the activity.

D. The activity itself is part of the indirect cost pool.
(For example, the National Library of Medicine
supports projects conducted in college and unj.
versity libraries. Special treatrment is necessary
since the library represents one of the com-

ponents in the university’s normal indirect cost '

tate. This type of project has a twofoid effect: m
a special rate may be needed to allocate the in-
direct costs within and outside the library that are
applicable to the project; and (2) the indirect
costs applicable to other prajects require adjust-
ment to preclude a double recovery of costs.)

Statement Conce}ning Off Site Activities

The organization's statement describing the cir-
cumstances under which activities are considered off
site must be based on the actual conditions existing at
the organization. Where possible, the statement
should be expresscd in terms of either (a) ownership
of the facilities in which off site activities are con-
ducted, (b) distance of the activities from the
organization's principal place(s) of business, (c) geo-
graphical location of the activities, or (d) a com-
bmatnon of ownership, distance, or location. If the

‘?teme%mnnot be expressed in terms of ownership,
stance, or location {or any combination thereof), it

should be expressed in terms of the specific
“‘indirect"” services provided to on site activities that
are not provided to off site activities. Suggested

language that may be used in developing the state- .

ment is provided below:
Conditions at Granfee Organizations

1. All activities conducted in facilities that are not
owned by the organization are considered off site,

2. All activities conducted outside of a certain dis-
tance from the organization’'s principal place(s) of
business are considered off site.

3. All activities conducted outside of a certain geo-
graphical location are considered off site.

4. All activities conducted in facilities not owned by
the organization and all activities conducted at
field locations where no permanent facilities are
used are considered off site.

5. All activities conducted in nonowned facilities,
with certain exceptions, are considered off site.

6. All activities conducted outside of a certain dis-
tance from the organization's principal place(s) of
business, with certain exceptions, are considered
off site,

7. All activities conducted outside of a certain geo-
graphical location with certain exceptions, are
considered off site.

8. A statement in terms of ownership, distance, loca-
tion {or any combination thereof) cannot be pro-
vided.

Suggested Language

““All activities conducted in facilities not owned
by the organization are considered off site.”
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“All activities conducted cutside of a rgdiqs of
(number of miles) miles from the organization’s
principal place(s) of business are considered off
site.”” :

“All activities conducted outside of the city (county,
State) of (name of city), are considered off site.”

“All activities conducted in facilities not owned
by the organization and all activities conducted at
field location where no permanent facilities are
used are considered off site.”

“All activities conducted in facilities not owned
by the organization, with the exception of those
conducted in (name of facilities), are considered
off site, Activities conducted in (names of same
facilities as above) are considered on site.”’

“All activities conducted outside of a radius of
(number of miles) miles from the organization’s
principal place(s} of business, with the exception
of those conducted in (names of facilities), are

considered-off site. Activities conducted iri (nafies— -

of same facilities as above) are considered on
site.”’

“All activities conducted outside of the city {county,
State) or (name of city), with the exception of
those conducted in (name of facilities), are con-
sidered off site. Activities conducted in (names of
same facilities as above) are considered on site.”

““All activities that are not provided (list indirect
services included in on site rate, but excluded from
off site rate) or which are charged directly for the
costs of these services, are considered off site.”

Statement on the Treatment of
Partially Off-Site Projects

The grantee’s statement of its policy on the treatment
of projects or programs that are partially performed
off site must specify whether the project or program
is apportioned between its on site and off site com-
ponents. Suggested language that may be used in de-
veloping this statement is provided below,

Projects Apportioned

‘“Projects partially performed off site are apportioned
between their on site and off site components in in-
stances where ... (insért the circumstances under
which projects are apportioned).”

Projects Not Apportioned

“Projects partially performed off site are not appor-
tioned between their on site and off site components.
If 50 percent or more of the indirect cost rate base
costs of the project are determined to be on site, the
entire project is treated as on site. If tess than 50 per-
cent of the indirect cost rate base costs are determined
to be on site, the entire project is treated as off site."”’
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Reimbursement of Indirect Costs
(Excluding Training Grants)

For grant-supported projects that may be reim-
bursed the full amount of applicable indjrect costs,
the negotiated or authorized indirect cost rate wili
serve as the basis for determining the appropriate
amount of reimbursement.

The dollar amount of indirect costs applicable to a
given grant-supported project or program will be de-
termined by multipiying the appropriate indirect cost
rate(s) by the direct cost base of the project or pro-
gram.

However, in the case of research grants, if a recip-
ient provides cost sharing in a direct cost category used
in computing the direct cost base (such as direct sala-
ries), any associated indirect cost may count as cost
sharing but may not be paid by the grant. This re-
striction does not apply if the recipient is a nonprofit
organizgtion subjegt to OMB Circular A-122,

' 'l‘ﬁ%‘plying indirect cost rates to individual grants,
the rates established for the periods in which the
direct costs are actually incurred under the grants will
be applied to those costs. Because in many cases a
grant budget period will not coincide with a grantee’s
fiscal year, it will frequently be necessary to use rates
established for two different successive fiscal years
when making final settlement of indirect costs.

The selection of the i‘ate(s) and the direct cost base
will be determined from the information contained in
the Negotiation Agreement.

Each expenditure report submitted by the grantee
must refiect the proper amount of indirect costs ap-
plicable to the grant based on the most current rate(s)
available at the time the report is submitted. If a pro-
visional rate(s} is used in the report, a subsequent ad-
justment will be necessary when a permanent rate(s)
applicable to the grant is established. In these cases,
the grantee will submit a summary expenditure report
adjustment sheet reflecting the adjustments to each
grant (upward or downward) resulting from the dif-
ference between the provisional rate(s) and the per-
manent rate(s). The revision of individual expendi-
ture repotts to reflect these adjustments is not
required. The adjustment sheet will be submitted to
the Division of Financial Management, National In-
stitutes of Health (NIH) (regardless of the PHS
awarding office involved) within | year after the date
of the Negotiation Agreement establishing the per-
manent rate{s) and will cover all grants covered by
the agreement. A separate adjustment sheet must be
submitted for each Federal fiscal year covering the
grants having a budget period beginning within that
year. In addition, if adjustments are required for
grants awarded by more than one HHS or PHS grant-
ing agency, a separate adjustment sheet must be sub-
mitted for each one. All adjustment sheets, including
those for other HHS granting agencies, should be sub-
mitted to NIH, which wiil be responsibie for coordi-
nating the reviews of the sheets by the appropriate




=

: ,/ T

agencies. Upward adjustments will not be considered
if the adjustment sheet(s) is not submitted within the
l-year period. A suggested adjustment sheet format
as well as detailed instructions on the preparation
and submission of the adjustment sheet may be ob-
tained from the [ndirect Cost Management Section,
Division of Financial Management, NIH, Room
B1BOS, Building 31, Bethesda, Maryland 20205. Any
additional funding due to the grantee will be pro-
vided subject to the availa}bility of funds.

When a permanent rate(s) covering the entire re-
porting period is used in the expenditure report, no
subsequent adjustment is required. However, if the
funds provided to the grantee under the grant are not
sufficient to permit a full recovery of applicable in-
direct costs, (e.g., where rebudgeting has increased
the direct cost base used in the calculation of indirect
costs) or where the application of permanent rates to
actual base expenditures creates an upward adjust-
ment. In such cases,- the grantee may request addi-
tional funds by submitting a separate summary
expenditure report adjustment sheet, A separate ad-
justment sheet must be submitted for each Federal
fiscal year covering all grants having a budget period
beginning within that fiscal year. The adjustment
sheets must be submitted as soon as the grantee deter-
mines the amount of necessary additional funding.
Such additional funding will be provided subject to
the availability of funds,

When a grant was awarded without funds for the
reimbursement of indirect costs because the grantee
was delinquent in submitting its indirect cost pro-
posal, such costs will not be allowed on the expend-
iture report submitted for the grant. If the award was
amended to provide for indirect cost reimbursement,
the indirect costs allowed on the expenditure report
{and the summary expenditure report adjustment
sheet, if required) will be computed on the same per-

. centage basis as was used to compute the amount

provided to the grantee in the amended award. Sub-
mission of the adjustment sheet will be required
under the conditions described above,

In situations where a currently effective indirect
cost rate is not available at the time of award because
the grantee has never established a rate and is unable
to establish its initia] rate before the date of award, a
provisional amount equaling one-half of the indirect
costs requested by the grantee, up to 2 maximum of
10 percent of direct salaries and wages, will be in-
cluded in the award and the balance reserved by the
PHS awarding office. If the grantee submits a timely
indirect cost proposal, i.e., within 3 months of the
beginning date of the award (unless an extension is
granted by the DCA), and establishes a rate, the
award may be amended to provide additional funds
representing the difference between the amount in-
itially awarded and the amount based on the ap-

. proved rate. The amendment must be made in the

same Federal fiscal year in which the initial award
was made. If this is not possible, any additional

funds needed to permit full indirect cost reimburse-
ment will be provided to the grantee (subject to the
availability of funds) during the indirect cost settle-
ment process. If the grantee establishes an indirect
cost rate before the submission of its expenditure
report for the budget period, the grant will be subject
to the normal indirect cost settlement procedures. If
the grantee does not establish the rate before the sub-
mission of the expenditure report, its claim for in-
direct cost reimbursement will be disallowed.

Local government agencies that are not required to
submit indirect cost proposals and elect to treat their
estimated indirect cost rates as fixed rates will use the
fixed rates applicable to each budget period to com-
pute the indirect costs included in their grant applica-
tions and expenditure reports. No subsequent adjust-
ments to the amounts included in the expenditure
report will be required. The grantee will, however, be
required to comply with the “‘carry forward’’ pro-
cedures described in ““A Guide for State and Local
Governiment: Agencies.” '

Local government agencies that are not required to -

submit indirect cost proposals, and elect to treat their
estimated indirect cost rates as provisional must sub-
sequently develop a rate based on the actual costs of

the period. These agencies will use the appropriate

provisional rates in their grant applications and,
where possible, the actual rates in their expenditure
reports. Requirements for subseguent adjustments to

- the amount of indirect costs included in the expend-
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iture report will depend on whether an actual rate is
used in the report. If an actual rate(s) covering the
entire reporting period is used in the expenditure re-
port, adjustments will be required only where an
audit or other review of the actual rate results in a
change in the rate. If a provisional rate is used in the
expenditure report, subsequent adjustments (upward
and downward) will be required when the actual rate
is established. Additional adjustments will be re-
quired if an audit or other review of the actual rate
results in a change in the rate. However, if changes in
the rates do not affect the dollar amount of indirect
costs reimbursed to the grantee, or the adjustments
are upward adjustments that the grantee does not
wish to claim, no adjustment is required. When ad-
justments are required they will be made through the
submission of a revised expenditure report (or sum-
mary expenditure report adjustment sheet, if speci-
fied by the PHS awarding office).

Indirect Cost Reimbursement
on Training Grants

Indirect cost reimbursement under training grants
and subawards to organizations other than State and
local governments are limited to 8 percent of total
direct costs, excluding tuition and related fees and ex-
penditures for equipment. (See the section titled “‘In-
direct Cost'’ in the main body of this document). The
submission of a formal indirect cost proposal to sup-
port the & percent rate is not normally required.
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However, recipients are responsible for determining
whether their actual indirect cost rate applicable to
training awards equals or exceeds the 8 percent limi-
tation and for maintaining adequate documentation
to permit verification as to whether the actual rate

equals or exceeds the 8 percent limitation. In those

cases where actual indirect costs for training grants
exceed the 8 percent reimbursement limitation, excess
(unreimbursable) indirect costs may be used to satisfy
a matching requirement, if applicable.

The Grants Management Officer is responsible for
ensuring that costs which are normally considered to
be of an “indirect type'’ are not allowed as direct
charges to PHS training grants unless:

1. Such treatment is consistent with the institution’s account-
) ing policies, and
2. The cost can be identified specifically and exclusivély with
the activities performed under the training grant and wouid
not have been incurred but for those activities.

If a recipiésit determines that its actual indifect ¢35t

rate is less than 8 percent, or if an audit discloses that
the actual rate is less than § percent, the grantes must
develop an actual indirect cost rate based on the ap-
plicable cost principles and submit an indirect cost
proposal according to the procedures in the section
of this Appendix titled **Indirect Cost Proposais’” (or
the section titled “*Establishment of Rates for Sub-
awards” in the case of a subgrant). In these cases,
award and settlement of indirect costs under the
training grant will be according to the procedures de-

scribed in the section of this App_en__dix titled ““Reim- .

bursement of Indirect Costs.”

The following procedures should be used to deter-
mine whether their actual applicable indirect costs
equal or exceed the 8 percent limitation. These pro-
cedures are designed only to estimate the actual rate
and are not intended to prescribe the manner in
which the actual rate should be developed.

A. For those institutions that have established either
(a) a single indirect cost rate applicable to all in-
stitutional programs, or (b) a rate whose base in-
cludes the direct costs of activities conducted
under PHS training granis:

1. If the established rate is based on direct sal-
aries and wages (S&W), convert the S&W rate
to a rate based on total direct costs. The total
direct cost base must include the same activi-
ties used to develop the S&W base,

2. If the established rate is based on total direct
costs, the rate will be considered as being ap-
plicable to training grants.

B. For those institutions that have established a rate
only for research programs:

1. Segregate the direct costs of research pro-
grams and the indirect costs allocated to the
programs from all other costs incurred by the
institution.
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2. Eliminate capital expenditures and un-.
allowable costs (as defined in the applicable
cost principles) from the costs of the non-
reséarch activities. (Note: Unallowable costs
that represent functions such as fund raising,
public relations, and membership activities,
should not be eliminated when such functions
are carried out by institutional personnel
and/or occupy institutional space--see para-
graph 3 below,)

Classify the remaining costs of the non-
research activities as either direct costs or in-
direct costs. The direct costs should consist of
the costs of all activities that benefit from the
services represented by the institution’s in-
direct costs. The direct costs must also include
the “unallowable functions'’ described in par-
agraph 2 above. The indirect costs should con-
sist of the same types of costs or cost cat-

w

%cgo:ies that were used in developing the

research indirect cost rate (e.g., general ad-
ministration and general expenses, and opera-
tion and maintenance expenses). However, in
the case of educational institutions, the in-
direct cost category ‘‘Student Administration
and Services” (as defined in OMB Circular
A-21} should be included in the development
of the “‘nonresearch' rate regardless of
whether it was included in the development of
the research rate,

4, Compute an indirect cost rate by dividing the

indirect costs allocated to nonresearch activ-
ities by the total direct costs of the activities.

C. For those organizations without an established
indirect cost rate:

Educational institutions should develop a rate
based on the *‘Simplified Method®’ described in
Section H of OMB Circular A-21. The Simplified
Method is illustrated in the brochure entitled “‘A
Guide for Colleges and Universities®’ (OASC-1,
revised).

In developing this rate, the institution should
classify as direct costs, those unallowable costs
and that represent functions (e.g., fund raising,
public relations) where such functions are carried
out by institutional personnel and/or occupy in-
stitutional space,

For this purpose only, the rate developed by
the institution should be based on total direct
costs in lieu of the direct S&W base prescribed in
the cost principles. Also for this purpose only,
the indirect cost categories used in the develop-
ment of the rate should include the cost category
“Student Administration and Services' in addi-
tion to the indirect cost categories listed under the
Simplified Method.

Hospitals should develop a rate based on the
“Simplified Method’* described in Section VIII
of the Department’s cost principles for hospitals




(45 CFR 74, Appendix E), An illustration of the
Simplified Method is included in the brochure en-
titled ‘A Guide for Hospitals (OASC-3, revised).

For this purpose only, the two-stage computa-
tion described under the Simplified Method is not
required. The indirect cost categories *‘Deprecia-
tion," “‘Operation of Plant,' ‘*Maintenance of
Plant,”” and *“Housekeeping”’ should be handled
in the same manner as the ““Administrative and
General® and ““Dietary’’ cost categories.

The rate developed by the hospital should be
based on total direct costs.

Other nonprofit organizations should develop
a rate based on the “Simplified Method"" described
in Section II of the brochure entitled *“A Guide
for Nonprofit Institutions’ (QASC-5, revised).
The rate developed by the institution should be
based on total direct costs.

. RESEARCH PATIENT CARE RATES

Research patient care rates or amounts (collectively
referred to as “‘rates’’) are established, by negotia-
tion with the Division of Cost Allocation (DCA), Re-
gional Administrative Support Center for the HHS
region in which the recipient is located. These
negotiations are based on a research patient care pro-
posal submitted by the grantee or a hospital pro-
viding patient care under a grant to another organiza-
tion to substantiate its claim for reimbursement, The
requirement for submission of research patient care
proposals does not apply, however, to hospitals that
are awarded $25,000 or less in research patient care
costs for any single grant budget period, nor to those
patient care services (such as special nursing and
dietary services) that are needed to meet special re-
search protocol demands and are approved as direct
“line items”’ in the grant.

Research patient care proposals, must be sub-
mitted in a timely manner for each hospital fiscal
year during which such costs will be claimed, and
must be prepared according to the Department’s cost
principles for hospitals (45 CFR 74, Appendix E).
Failure to comply with this requirement may result in
the disallowance of research patient care costs. “A
Guide for Hospitals’’' (OASC-3, revised) shall be fol-
lowed in preparing and submitting research patient
care proposals, including timing requirements and
the types of rates that should be reflected in the pro-
posal, e.g., predetermined, provisional, or final, as
explained in that document.

Grantees will be responsible for conducting re-
search patient care rate negotiation with the hospital
receiving a subgrant or contract under a grant in in-
stances where the DCA determines that there is a suf-
ficient arms-length relationship between the two or-
ganizations to permit an independent and objective

: proposal evaluation and negatiation. In these cases,

the proposals submitted by the hospital to the grantee
will be prepared on the same basis as those submitted
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by the grantee. The procedures followed by the grantee
in conducting the evaluations and negotiations will be
subject to review and audit by, or on behalf of, the
Department. If the grantee requires advice in connec-
tion with the evaluations and negotiations, it should
address such requests to the Division of Cost Alloca-
tion. In all other cases, the hospital’s research patxent
care rates will be established by DCA, with participa-
tion by the grantee if necessary or dwrable Ques-
tions regarding acceptable documentation or other
aspects of the negotiation process or requests for ex-
tensions of time should be directed to the DCA or the
grantee, as appropriate.

If a hospital is also required to submit an indirect
cost proposal, both the indirect cost and research pa-
tient care proposals must be submitted at the same
time and must be based on the same source documen-
tation. Negotiations-on both types of rates will be
conducted concurrently.

The results of»the research patient care rate ne-

gotiation will be formalized in a Negotiation Agree-

ment reflecting the agreed-upon rates and informa-
tion directly related to the use of the rates, other
terms and conditions of the agreement, and addi-
tional information, as necessary, (See “Postaward
Administration—Grant Appeals Procedures’ con-
cerning the resolution of disputes a.nsmg in the nego-
tiation of these rates.)

A determination of the amount of research patient
care costs chargeable to the grant will be made on the
basis of the most current rates available at the time of
submission of the Financial Status Report (see
“‘Postaward Administration—Reporting'’). If provi-
sional rates are used, a downward adjustment to the
research patient care costs claimed on the Financial
Status Report will be required where the permanent
rates applicable to the grant result in a decrease in
costs. An upward adjustment to these costs may also
be permitted if the additional costs are approved by
the Grants Management Officer. In either case, a de-
tailed adjustment sheet will be submitted imme-
diately after the permanent rates are established and
must provide sufficient information to show how the
adjustment was determined.

Hospitals that are awarded $25,000 or less in re-
search patient care costs for any single grant budget
period are not required to submit research patient
care proposals. If the hospital is performing under a
grant to another type of organization, the grantee
will negotiate reasonable fees for research patient
care costs. If the hospital is a grantee hospital, it
must support its claims for the reimbursement of re-
search patient care costs by preparing a research pa-
tient care rate computation for each fiscal year dur-
ing which the costs are claimed. The computation
must be based on Section IX.B.23 of the Depart-
ment's cost principles for hospitals (Appendix E to
45 CFR Part 74) and must conform to the proposal
formats shown on pages 9 through I1 of ““A Guide
for Hospitals.” The computation, along with the




supporting documentation described in the guide,
must be retained by the hospital for possible review
and audit by, or in behalf of, the Department. The
retention period shall be according to the Depart-
ment’s records retention regulations (Subpart D of 45
CFR Part 74). The rates developed by the hospital
will be treated as predetermined rates. However, the
patient care costs reflected in the hospital's expend-
iture reports based on these rates will be subject to
adjustment if an audit or other review by, or in be-
half of, PHS results in a reduction in the rates.

Costs of Services Provided

by Affiliated Organizations
In instances where an organization or institution
(“‘parent’’) establishes a closely affiliated but separ-

ately incorporated entity (*‘grantes foundation*’) to

facilitate the administration of research or other pro-
grams supported by Federal funds, the costs incurred
by the parent organization in support of the grantee

-foundation may be reimbursed under PHS grants only

if one of the following conditions is present:

1. The grantee foundation is charged for, and is legally obligated
to pay for, the services provided by the parent organization.
The affiliated institutions are subject to a State or local law
that prescribes how Federal reimbursement for the costs of
the parent organization’s sarvices will be expended and re-
quires that a State or local official acting in his or her official
capacity approves such expenditures.
3. There is a valid written agreement between the affiliated
organizations whereby the parent organization agrees that
the grantee foundation may retain Federal reimbursement
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of parent organization costs. The parent orgainiution may
¢ither direct how the funds will be used, or may permit the
grantee foundation that discretion.

4. The affiliated organizations submit Jjoint applications and
a PHS grant award is made to them jointly.

In the absence of any of the above-described con-
ditions, the costs of the services provided by the par-
ent organization to the grantee foundation are not ai-
lowable for reimbursement. However, the services
would be acceptable as third-party in-kind contribu-
tions for purposes of cost sharing, matching, or other
cost participation under the conditions described in
‘‘Preaward Process—Non-Federal Sources Funds.”

« [f one of the conditions described under items 1,2,
and 3 above has been met, the costs will be included
in the indirect cost rate negotiated with the grantee
foundation and no special reference to the costs will
be included in the Negotiation Agreement. The Ne-
gotiation Agreement will be issued in the name of the
grantee foundation. '

If the condition described under item 4 above has
been met, a special ““Joint Rate Negotiation Apgree-
ment’’ will be issued in the name of the grantee foun-
dation. The agreement will contain a rate based on
the combined costs of the grantee foundation and the
parent organization, a rate reflecting only the costs
incurred by the grantee foundation, where segregable;
and a special notation indicating that the joint rate
should be used only when awards are made jointly to
the two affiliated organizations.
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HHS REGIONAL ADMINISTRATIVE SUPPORT CENTERS
DIVISION OF COST ALLOCATION

Region DCA Address For Grantees Located
I John Fitzgerald Kennedy Connecticut, Maine, Massachusetts,
Federal Building New Hampshire, Rhode Island, Vermont

Government Center
Boston, Massachusetts 02203

I Federal Office Building New Jersey, New York, Canada,
26 Federal Plaza Puerto Rico, Virgin Islands, England, Beirut
New York, New York 10007 ‘
III Federal Office Building Delaware, Maryland, Pennsylvania,
3535 Market Strest . Washmgton, D C., West Virginia, Vu'g:ma
. P.O.Box 13716 © R o

Philadelphia, Pennsyivania 1910I

v 101 Marietta Street, NNW. . Alabama, Florida, Georgia, Kentucky,
Atlanta, Georgia 30323 Mississippi, North Carolina, South Carolina
Tennessee
Vv Federal Office Building Illinois, Indiana, Michigan, Minnesota,
300 South Wacker Drive Ohio, Wisconsin
o Chicago, Illinois 60607 _
\\ o Vi Federal Office Building Arkansas, Louisiana, Texas, New Mexico,
1200 Main Tower Oklahoma
Dallas, Texas 75202 : .
VII Federa!l Office Building Iowa, Kansas, Missouri, Nebraska

601 East i2th Street
Kansas City, Missouri 64106

VIII Federal Office Building Colorado, Montana, North Dakota,

1961 Stout Street South Dakota, Utah, Wyoming
Denver, Colorado 80202

IX Federal Office Building American Samoa, Arizona, California.
50 United Nations Plaza Guam, Hawalii, Nevada,
San Francisco, California 94102 _ Trust Terntones of Pacific Islands,

Northern Mariannas
X Arcade Building Alaska, [daho, Oregon, Washington

1321 Second Avenue
Seattle, Washington, 98101
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APPENDIX III
CONSTRUCTION

The following represents a highlighting of policies
and procedures in addition to 45 CFR 74 and governing
programmatic reguiations applicable to PHS construc-
tion grants’ Various sections of this policy statement
refer to grant-supported construction, which may in-
clude modernization and alteration and renovation as
well as new construction. However, unless specified by
the terms of the award, the requirements contained in
this appendix are only applicable to construction
grants.

DESIGN REQUIREMENTS FOR .. ._
PHS-ASSISTED CONSTRUCTION =

An applicant for a PHS construction grant must
assure that it will not advertise for bids or negotiate a
contract for any part of the grant-supported activity
until working drawings and specifications have been
approved, One set of design standards against which
these drawings and specifications will be reviewed is
program-specific and is meant to ensure that the fa-
cility will suitably accommodate the service to be pro-
vided there. These standards are set forth in pro-
grammatic regulations and in other program policy
issuances. In addition to these standards, there are
general design requirements applicable to all PHS as-
sisted construction.

The design requirements that are to be included in
the review and evaluation of all working drawing and
specifications are as follows:!

1. Life Safaty Code - National Fire Protection Association
(NFPA) Publication No, 10 and supplements that apply
for the code classification and type of occupancy of the
particular facility.

2. Elimination of architectural barriers to the physically handi-
capped=—-The Architectural Barriers Act of 1968, as
amended, Federal Property Management Regulation
101-19.6, and American National Standard A-117.
{R1971)—These requirements are contained in Technical
Handbook 4.12. *Design of Barrier-Free Facilities."* See
also the *“Public Policy Requirements’ section in the
main body of this policy statement,

3. Protection of the natural environment, including protection
against natural disasters--National Environmental Policy
Act of 1969. With respect to earthquakes, structures will
be evaluated in accordance with the lateral forces provi-
sions of the Uniform Building Code.

The design of facilities to be constructed or altered with PHS
grant funds will be evaluated for compliance with design require-
ments contained in the most recent edition of Technical Handbhook
2.1, “Information for Project Applicants and State Agencies of
Design and Construction-Related Activities.” This handbook is
part of HHS's Facilities Engineering and Construction Manual,
which is available from the HHS Regional Office of Facilities
Engincering or the Office of Facilities Engineering, HHS,
Washington, D,C.

¢ e’ of State Historic Preservation Officers in this appendix.
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4. Uneconomical, hazardous, or unnecessary use of flood
plains for construction——Executive Order 11988.

5. Flood insurance coverage—Section 102 of the Flood
Disaster Protection Act (P.L. 93-234). See ako the “Public
Policy Reguirements"” section in the main body of this palicy -
staternent,

6. Provisions for potable water supply—Safety of Public
Water Systems Act (Title XIV of the Public Health Service

. Act).

7. Preservation of historical and archacological sites—Section
106, Nationa! Historic Preservation Act of 1966 and the
Historical and Archeological Preservation Act of 1960 as
amended. See also the “Public Policy Requirements’* section
in the main body of this policy statement and the listing

8. The conservation of vital encrgy resources (gas, oil, elec-
tricity, cte.) is of national significance. Facility design will
be evaluated on the basis of American Society of Heat-
ing, Refrigeration, and Air Conditioning Enginests
{ASHRAE) standards for energy conservation, and

9. Conservation of petroleum and natural gas—Executive
Order 12185,

10. Where necessary, special structural and other features to
protect life and to minimize damage to facilities from
tornados, )

11. Clean Air Act, 77 Statute 392, as amended by Executive
Order 11752.

Where State or local codes or requirements exceed
the design requirernents set forth in Technical Hand-
book 2.1 or standards incorporated in it, the more
stringent requirements will be applied. Where State
or local codes are proposed to be used as a basis for
facility design in lieu of the HHS design require-
ments, a prior determination must be made by the
appropriate HHS Office of Facilities Engineering
that the specific State or local code is equivalent to,
or exceeds, HHS requirements.

RELOCATION ASSISTANCE AND
REAL PROPERTY ACQUISITION

See the *‘Public Policy Requirements” section in
the main body of this policy statement.

ALLOWABLE COSTS

Applicants for construction grants may include a
project contingency fund in initial cost estimates to
provide for the cost of unanticipated charges. Such
funds will be limited to 5 percent of construction and
equipment costs before bids are received and will be
reduced to 2 percent after a contract has been awarded.

Under construction grant programs, costs incurred
before an award for architect’s fees and consultants
fees necessary to the planning and design of the project
are allowable if the project is approved and funded.
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Funding

When phased? construction methods are employed,
the grantee will normally be authorized to proceed with
construction and to receive grant payments before
approval of later phase contract awards, provided a
guaranteed maximum price is obtained by the grantee,
before the award of the first construction contract,
for completion of the total project within the amount
of funds available to meet the cost of the project.

REQUIREMENTS FOR PHS
GRANT-SUPPORTED CONSTRUCTION

PHS prior approval requirements for contracting
under discretionary grants are found under the head-
ing entitled “*Postaward Administration—Changes in
Expenditures/Activities,”

PHS will only find acceptable those contracting
methods that: ' _ P

1. Ensure that alf qualified contractors are given an opportunity
to bid and have their bids fairly considered: and .

2. Guarantee, ingofar as possible, that the contract(s) will result
in the compietion of a facility (ready for occupancy) that
conforms to the design and specifications approved by the
PHS awarding office (or any appropriate modification
thereof with PHS awarding office approval, as required),
at a cost that is within the owner's ability to pay (the term
“‘owner'" refers to the legal entity that holds (or will hold)
title to the property on which the grant-supported con-
struction is performed, and is generally the applicant or
grantee.)

Therefore, PHS-assisted prime construction con-
tracts under grants must conform to the following re-
quirements.
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All construction work must be procured either by
formal advertising resulting in lump-sum, fixed-price
contracts, unless other procurement methods are au-
thorized (see below) that nevertheless allow for com-
petition.

The grantee (owner) must obtain PHS awarding of-
fice approval of plans and specifications both before
bids or proposals are solicited and before the award of a
prime construction contract. The procurement methods
to be employed must also be reviewed by the Regional
Office of Facilities Engineering and Construction, or
the Office of Facilities Engineering, HHS. In those
construction programs where a State agency has final
approval authority, the State agency must concur in
the contract award. The grantee (owner) is responsible
for ensuring that the project is constructed to com-
pletion in accordance with the approved plans or speci-
fications or for obtaining necessary approvals for
changes (see ‘‘Postaward Administration—Changes
in Expenditures/Activities.””).

2:Phased (fast track) construction™ refers 1o the practice of de-
veloping portions of the construction work into packages ready for

~. bidding before total completion of design documents. {Design doc-

uments are considered complete when they are adequate for con-
struction of a usable facility or designated portion thereof for a
realistic bid price.)

_ The grantee (owner), including the firms acting for
1t In 2 professional capacity, must take adequate steps
to ensure that the total cost of all contracts, i.e., total
cost of construction, awarded under a project v:-ill be
within the amount of funds available for the project.

) This can be accomplished by accurate price estimat-
ing and/or the use of bid alternates. A precise descrip-
tion of the scope of work, specifications, materials,
and construction techniques in the invitation to bid
will facilitate accurate cost estimating by both the

. bidder and the grantee (owner’s) professional repre-

sentatives. The description of scope of work becomes
especially important when multiple contracts will be
let in support of the same project, since each contrac-
tor must know exactly what is involved in the portions
of the job he is bidding on. Invitations for bids must
stipulate a time for completion of the project, ex-
pressed either in calendar days or as a fixed date, for

each prime contract to be awarded under the project.

“Where-miore‘than one PHS (HHS) program will
support a construction project or where the PHS-sup-
ported project is less than the entire facility of con-
struction to be bid, the grantee must obtain bids that
provide, to the maximum extent possible, the costs for
that portion of the total job that will be financed by
PHS funds. This may be done by showing the cost for
each building or site in the project if it consists of
more than one building or construction site and may
be divided for bidding and construction purposes, or
by identifying to the extent possible or prorating the
applicable costs when the project is a single site or
contains common space and may not be divided for
bidding and construction purposes.

Where practicable, the grantee (owner) may request
in the invitation for bids, alternates to the base bid
that are keyed to specified and explicitly stated changes
in the project scope, materials, or contruction tech-
niques. Alternates may be used when the amount of
the low bid exceeds the amount of funds available to
the owner to award a contract, and the grantes (owner)
must make adjustments to the project so as to reduce
costs in order to award a contract within the funds
available. Additive alternates may be used when avail-
able funds exceed the amount of the low bid, thus
making it possible to incorporate necessary features
that otherwise would not have been included in the
project. Alternates that are selected will be included
in determining the low aggregate bid. If all bids ex-
ceed the funds available even after the steps described
above have been taken, the grantee (owner) may:

1. Decline to award the contract(s} and instead issue a revised
invitation to bid containing changes in specifications or other
factors affecting price that have been approved by the PHS
awarding office.

2. Negotiate with the low bidder (this is an exception to formal
advertising), or if that bidder shouild refuse, in writing, to
negotiate, negotiate with the next lowest bidder. Any
changes in design and specifications resulting from such
negotiations must be approved by the PHS awarding of-
fice, If efforts to negotiate are unsuccessful, all bids shall
be cancelled, and the project shall be rebid.




3. If a construction management firm is currently employed by
the grantee (owner), authorize that firm to perform the
construction work after obtaining PHS awarding office
prior approval. The price for the work involved must not
exceed the line item prices stipulated in the construction
management contract (“guaranteed maximum price™) as
approved by the PHS awarding office. (Sec below in regard
to the requirements for a “‘construction managsment
agreement.'"}

4. Enter into a design—construct contract for a functionaliy
equivalent facility by the methods described betow.

CONSTRUCTION MANAGEMENT SERVICES

Construction management services are management
services that may be procured on a negotiated basis
rather than by formal advertising. These services in-
clude technical consuitation during the design stage of
a project and organization and direction of construc-
tion activities during the construction phase, The serv-
ices of construction managers may also be procured by
formal advertising in those cases where State or local
governments prohibit the procurement of construction
management services on a negotiated basis. Where
bids are taken the bidders should be prequalified.

‘The construction management contract must place
total financial responsibility on the construction man-
ager to complate construction of the project at or be-
low guaranteed maximum price. If the contract exceeds
$100,000, the construction manager shall be required to
provide 100 percent performance and payment bonds
to ensure the grantee {owner) that the facility can be
completed within the amouat of available funds (see
45 CFR 74, Subpart C).

When a construction management firm is retained
by the grantee (owner), a guarantesd maximum price
must be obtained from the construction manager be-
fore PHS will authorize the award of the first construc-
tion contract, This requirement shall apply whether or
not phased construction techniques are employed. Each
portion of the work for which a separate contract is ex-
pected to be let shall be separately priced as a individual
line item in the guaranteed maximum price contract.

Contracting for construction work on a project cov-
ered by a construction management agreement as in
itern 3 above is subject to the requirements for bidding
and award of contracts, except that bids may be ob-
tained by prequalification and selective solicitation.
When prequalification and selective solicitation are
used, the construction manager must (1) issue, no more
than 6 months in advance of the date of the invitation
to bid, a **sources sought’’ announcement in newspa-
pers or other publications having general circulation
in the area specifically describing the nature of the
construction work required, the separate contracts
that will be let, and the standards for prequalification;
(2) prequalify all firms that respond to the announce-
ment and which are determined to meet the prequalifi-
cation standards; (3) establish bidders lists for each of
the invitations to bid, including at least all firms quali-
fied as in {2), and that may also inciude other known
qualified firms; (4) by written invitation, solicit bids
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from all firms on the bidders list; (5) consider bids
from any contractor who requests permission to bid
and wheo is determined by the grantee (owner) to meet
the prequalification standards; (6) advertise the proj-
ect formally if fewer than three responsive bids of
proposals are received in response to the selective
solicitation.

DESIGN-CONSTRUCT CONTRACTS

In design-construct contracting, construction firms
respond to a request for proposals by submitting build-
ing designs that they claim will meet the grantee’s
(owner’s) performance requirements within a guaran-
teed maximum price covering all architectural, engi-
neering, and construction services required.

The design-construction firm must be selected in a
manner that will allow maximum feasible competition,
Because of the nature of design-construct contracting,
ithe following departures from formal advertising are .
authorizéd:

1. Cost must be treated as a competitive factor although the
grantee (owner) may insert in the request for proposals a
specified maximum permissible figure.

2. A contract may be awarded regardless of the number of
proposals received or the number of firms that are deter-
mined to have met qualification standards.

3. The grantee {owner) may negotiate cost or design with
ones or any number of firms.

The selection of a design-construct firm must be ac-
complished by a process that includes public announce-
ment of requests for proposals, provided that at least
one form of the announcement receives nationwide
distribution; consideration of all proposals from
firms which are determined to be qualified; and selec-
tion based on the firm’s qualifications and respon-
siveness to the criteria in the request for proposals.

On all design-construct projects, the grantee (owner)
‘must ensure a firm total cost by including a provision
in the contract that extra costs resulting from errors
or omissions in the design-construct firm, and must
justify cost on the basis of comparability with similar
construction,

OTHER CONSTRUCTION CONTRACT
REQUIREMENTS AND OPTIONS

At the option of the grantee (owner), a liquidated
damage provision may be included in the construction
contract for assessment of damages when the contrac-
tor has not completed construction by the date speci-
fied in the contract. Where there is an assessment of
damages, any amounts paid belong to the owner.

If it is discovered, either during or after the period
of performance of a PHS-assisted construction con-
tract, that an employee is entitled to wages but cannot
be located for purposes of payment, or otherwise does
not accept payment, the grantee shall require the con-
tractor to turn over unclaimed wages to the grantee
organization.




The grantee must notify the Grants Management
Officer of the PHS awarding office that an escrow
account has been established in the employee’s name.
The account must be maintained for 2 years following
the cornpietion of the contract, or such longer periods
as may be required by state or local law. Upon expira-
tion of this period the Federal share of any amounts
still unclaimed must be refunded to PHS.

The contractor and/or the grantee shall make rea-
sonable efforts to find any such employee to reduce
the likelihood of future claims against them. If any
payments are made to the employee or his legal repre-
sentative from the escrow account, a complete report
must be made to the PHS awarding office when the
account is closed,

Labor standards and equal employment opportunity
requirements for federally assisted construction must
be included in the information provided to bidders on
construction contracts under PHS grants and be in-
cluded in the contra¢t documepts-for all such projects
{see 45 CFR 74, Subpart P afnd Appendix F of this
document).

Unanticipated changes or modifications to previously
approved construction contracts shall be handied in
accordance with 45 CFR 74, Subpart L and the section
entitled ‘“*Postaward Administration—Changes in
Expenditures/Activities’’ of this document.

REQUIREMENTS FOR FEDERALLY ASSISTED
CONSTRUCTION CONTRACTS REGARDING
LABOR STANDARDS AND EQUAL
EMPLOYMENT OPPORTUNITY

The following clauses must be included in the infor-
mation furnished to bidders or PHS construction
grants and must be included in the contract documents
for all such projects.

A. Equal Employment Opportunity

1. During the performance of this contract, the contractor
agrees as {ollows:

a. The contractor will not discriminate against any em-
ployee or applicant for employment because of race,
color, religion, sex, or national origin. The contractor
will take affirmative action to ensure that applicants
are employed, and that employees are treated during
employment without regard to their race, color, reli-
gion, sex. or national origin. Such action shall include,
but not be limited to the following: Employment,
upgrading, demotion or transfer, recruitment or re-
cruitment advertising, layoff or termination, rates of

pay or other forms of compensation, and selection for -

training, including apprenticeship. The contractor
agrees to post in conspicuous places, available to em-
ployess and applicants for employment, notices to be
provided serting forth the provisions of this nondis-
crimination clause,

b. The contractor will, in all solicitations or advertise-
ments for employee placed by or on behalf of the con-
tractor, state that all qualified applicants will receive
considerations for empioyment without regard to race,
color, religion, sex, or national origin.
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c.

The contractor will send to each tabor uni -
ati_vr: of workers with which he hag : r::l:!ll‘e';f:: s;::_
gaining agreement or other contract or understanding
2 notice 1o be provided advising the said labor.unior;
ot workers' representatives of the contractor's com-
mitments under this section, and shalt post copies of
the notice in conspicuous places available to employ-
ees and applicants for employment

The contractor will comply with all provisions of Ex-
ecutive Order 11246 of September 24, 1965, and of the
tules, regulations, and relevant orders of the Secretary
of Labor.

. The contractor will furnish all information.and reports

required by Executive Order 11246 of September 24,
1965, and by rules, regulations, and orders of the Sec-
retary of Labor, or pursuant thereto, and will permit
access to his books, records, and accounts by the ad-
ministering agency and the Secretary of Labor for pur-
poses of investigation o ascertain compliance with
such rules, regulations, and orders.

. In the event of the contractor's noncompliance with

the nondiscrimination clauses of this contract or with
any of the said rules, regulations, or orders, this con-
tract may be canceled, terminated, or suspended in
whole or in part and the contractor may be deglared
ineligiblesfor further Government contracts or feder-
ally assisted procedures authorized in Executive Qrder
11246 of September 24, 1965, and such other sanctions
may be imposed and remedies invoked as provided in
Executive Order 11246 of September 24, 1965, or by
rule, regulation, or order of the Secretary of Labor, or
as otherwise provided by law.

. The contractor will include the portion of the sentence

immediately preceding paragraph a. and the provi-
sions of paragraph a. through g. in every subcontract
or purchase order uniess exempted by rules, regula-
tions, or orders of the Secratary of Labor issued pur-
suant to section 204 of Executive Order 11246 of
September 24, 1965, so that such provisions will be
binding upon each subcontractor or vendor. The con-
tractor will take such action with respect to any sub-
contract or purchase order as the administering agency
may direct as a means of enforcing such provisions, in-
cluding sznctions for noncompliance: Provided, how-
ever, that in the event 2 contractor becomes involved
in, or is threatened with litigation with a subcontractor
or vendor as a result of such direction by the adminis-
tering apency the contractor may regquest the United
States to enter into such litigation to protect the inter-
ests of the United States,

The applicant further agrees that it will be bound by
the above equal opportunity clause with respect to its
own employment practices when it participates in fed-
erally assisted construction work: Provided, that if the
applicant so participating is a State or local govern-
ment, the above equal opportunity clause is not appli-

~ cable to any agency, instrumemtality or subdivision of

such government whick does not participate in work
on or under the contract.

The applicant agrees that it will assist and cooperate
actively with the administering agency and the Secre-
tary of Labor in obtaining the compliance of contrac-
tors and subcontractors with the equal opportunily

. clause.and the rules, regulations, and relevant orders

of the Secretary of Laber, that it will furnish the ad-
ministering agency and the Secretary of Labor such in-
formation as they may require for the supervision of
such compliance, and that it will otherwise assist the
administering agency in the discharge of the agency’s
primary responsibility for securing compliance.

The applicant Turther agrees that it will refrair_t l‘rgm
entering into any contract or contract modification
subject to Executive Order 11246 of Seplember 24,

ek e ——



P 1965, with a contractor debarred from, or who has not C. Solicitations
{ ‘ demonstrated eligibility for, Government contracts
and federally assisted construction contracts plt:lrsuant Tllilc f?llowing notice shall be included in, and shall be part of,
10 the Executive Order and will carry out such sanc. all solicitations for offers and bids on all Federalily assisted
‘{ tions and penalties for violation of the equal opportu- constrution contracts or subcontracts in excess of S!;0.000 to
' nity clause as may be imposed upon contractors and be performed in designated geographica! areas:
subcontractors by the administering agency or the Sec-
retary of Labor pursuant to Part 1f Subpart D of the
Executive Order. In addition, the applicant agrees that *“NOTICE OF REQUIREMENT FOR AFFIRMATIVE
if it fails or refuses to comply with these undertakings, ACTION TO ENSURE EQUAL EMPLOYMENT OP-
the administering agency may take any or all of the PORTUNITY (Exceutive Order No. 11246)
following actions: cancel, terminate, or suspend in .
whole or in part this grant {contract, loan, insurance , L
guarantee);_t?errain I?rgm ex(tendingaany further assist: 1. The Offerpr's or B|d|d=r's attcntllon is called to the ‘Bqual
ance to the applicant under the program with respect Opportunity Clause' and the ‘Standard Federal Equal
to which the failure or refund occurred until satisfac- Employment Opportunity Construction Contract Specifi-
tory assurance of future compliznce has been received cations' st forth herein. L .
from such applicant; and refer the case to the Depart- 2. -Thc_ goals and tlmelabgs for minority and female partici-
ment of Justice for appropriate legal proceedings. pation, expressed in percentage terms for the
e . Contractor's aggregate workforce in each trade on all
B. Certification of Nonsegregated Facilities construction work in the covered arca, are as follows:
{Applicable to contracts and subcontracts exceeding $10,000 Goals for Minority Goals for Female
which are not exempt from the provisions of paragraph A, Participation in Participation in
*“Equal Opportunity,” of this form.) Timetables Each Trade Each Trade
I, By entering intd an. agreemesy rélated to the work de- "
* scribed in 5‘& c&ﬁ%r'a‘cf“&icﬁﬁ’t%x‘ftﬁhe contractor or sub- (Insert Goals for Each Year)
contractor certifies that it does not maintain or provide
for its employees any segregated facilities at any of its es-
tablishments, and that it does not permit employees to -
perform their services at any location under its control
where segregated facilities are maintained. The contrac-
tor or subcontractor further certifies that it will not main-
tain or provide for employees any segregated facitities at
any establishments under its control and that it will not
permit employees to pecform their services at any loca-
/“\ tion under its control where segregated facilities are main-
L ‘ tained. The contractor or subcontractor agrees that a These goals are applicable to all the Contractor’s con-
. T e R y poavion of Paasin struction work (whether or not it is Federal or Federally
gated facilities” means waiting rooms, work areas, and assisted) performed in the covered area.
washrooms, restaurants and other eating areas, time The Contractor’s compliance with the Executive Order
clocks, restrooms, locker rooms and other storage or and the regulations in 41 CFR Part 60-4 shail be based on
dressing areas, parking lots, drinking fountains, recrea- its implementation of the Equal Opportunity Clause, spe-
tion or entertainment areas, transportation, and housing cific afﬁmat}ve action obligations required by the speci-
facilities provided for employees on the basis of race, fications set forth herein under paragraph D and its ef-
color, religion, or national origin, because of habit, local forts 1o meet the goals established for the geographical
custom, or otherwise. The contractor further agrees that area where the contract resulting from this solicitation is
(=xcept where identical certifications are obtained from to be performed. The hours of minority and female em-
proposed subcontractors for specific time periods) it will ployment and training must be substantially uniform
obtain identica! certifications [rom proposed subcontrac- throughout the length of the contract, and in each trade,
tors prior to the award of subeontracts exceeding $10,000 and the contractor shall make 2 good-faith effort to em-
which are not exempt from the provisions of paragraph ploy minorities and women evenly on each of its projects.
A, “Equal Opportunity;'* that it will retain such certifi- The transfer of minority or female employees or trainees
cations in its files; and that it witl forward the following from Contractor to Contractor or from project to project
notice to such proposed subcoentractors (except where the for the sole purpose of meeting the Contractor's goals
proposed subcontractors have submitted identical certifi- shail be a violation of the contract, the Executive Order
cations for specific time periods): and the regulations in 41 CFR Part 60-4. Compliance
: with the goals will be measured against the total work
“NOTICE TO PROSPECTIVE SUBCONTRAC- hours performed.
TORS OF REQUIREMENTS FOR CERTIFICA-
TION OF NON-SEGREGATED FACILITIES" 3. ']ID‘he Comr?ctﬁr sohéll profvi;i:dwri;tén notiﬁc?:tion io the
- irector of the tce o eral Contract Compliznce
A certification of nonsegregated facilities, as required Programs within 10 working days of award of anpy con-
by the May 9, 1967, order (32 Federal Register 7439, struction subcontract in excess of $10,000 at any tier for
May 19, 1967) on elimination of segregated facilities, construction work under the contract resulting from this
by the Secretary of Labor, must be submitted prior to solicitation. The notification shall list the name, address
the award of a subcontract exceeding $10,000 which is and telephone number of the subcontractor; employer
nat exempt [rom ‘133 provisions o't' Equal Emp[o.y- identification number; estimated dollar amount of the
ment Opportunity.”” The certification may be submit- subcontract; estimated starting and compietion dates of
ted either for each subcontract or for all subcontracts the subcontract; and the geographical area in which the
. dll;ﬂns a period, i.e., quarterly, semianrnually or annu- contract is to be performed.
S ally.

The penalty for making false stalements in certifications
required by paragraph B.l is prescribed in |8 U.S.C.
1001, .
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4, Asused in this Notice, and in the contract resulting from
this solicitation, the ‘covered area’ is (State, County, and
City)."”




D. Equal Opportunity Clauses

Standard Federal Equal Employment Opportunity Constrig-
tion Contract Specifications (Executive Order 11246) (Appli-
cable to all Federally assisted contracts in excess of $10,000 to
be performed in designated geographical areas.)

1. As used in these specifications:

a, “Covered area' means the geographical area de-
scribed in the solicitation from which this contract
resulted;

b. “Director’” means Director, Office of Federal Con-
tract Compliance Programs, United States Depart-
ment of Labor, or any person to whom the Director
defegates authority;

¢. *‘Employer identification number’ means the Federal
Social Security Number used on the Employer’s Quar-
terly Federal Tax Return, U.S. Treasury Depariment
Form 941;

d. “*Minority"" includes;

(1) Black {all persons having origins in any of the Black
‘African racial groups not of Hispanic origin);
Hispanic (all persons of Mexican, Puerto Rican,
Cuban, Central or South American or other Span.
ish culture or origin, regardless of race);

(3) ‘Asian and Pacific Islinder (all persons-having ori-
‘gins in any of the original Feoples®oTihe Far East,
Southeast Asia, the Indian Subcontinent, or the

. Pacific Islands); and : .
American Indian or Alaskan Native (all persons
having origins in any of the original peoples of
North America and maintaining identifiable tribal
affiliations through membership and participation
or community identification).

2. Whenever the Contractor, or any Subcontractor at any tier,
subcontracts 2 portion of the work involving any construc-
tion trade, it shali physically include in each subcontract in
excess of $10,000 the provisions of these spetifications and
the Notice which contains the appticable goals for minority
and femnale participation and which is set forth in the solicita-
tions from which this contract resulted.

3. I the Coatractor is participating (pursuant to 41 CFR
60-4.5) in 2 Hometown Plan approved by the U.S. De-
partment of Labor in the covered area either individually
or through an association, its affirmative action obliga-
tions on all work in the Plan area (including goals and
timetables) shall be in accordance with that Plan for those
trades which have unions participating in the Plan. Con-
tracrors must be able to demonstrate their participation in
and compliance with the provisions of any such Hometown
Plan. Each Contractor or Subcontractor participating in
an approved Plan is individually required to comply with
its obligation under the Equal Employment Opportunity

- Clause, and 1o make a good-faith effort to achieve each

goal under the Plan in each trade in which it has employess.

The overall good-faith performance by other Contractors

or Subcontractors toward a goal in an approved Plan does

not ¢xcuse any covered Contractor's or Subcontractor's
failure to take good-faith efforts to achievs the Plan goals
and timetables.

4. The Contractor shall implement the specific affirmative
action standards provided in paragraphs 7a through p of
these specifications..The goal set forth in the solicitation
from which this contract resulied are expressed as
percentages of the total hours of employment and train-
ing of minerity and female utilization the Contracior
should reasonably be able to achieve ir each construction
trade in which it has employees in the covered area. The
Contractor is expected to make substantially uniform
progress toward its goals in each craft during the period
specified. ,

5. MNeither the provisions of any collective bargaining agree-
ment, nor the failure by 2 union with whom the Contrac-
tor has a collective bargaining agreement, to refer either
minorities or women shall excuse the Contractor’s aobii-
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gations under these specifications, Executive Order
11246, or the regulations promulgated pursuane thereto.

An order for the nonworking training hours of apprentices

and trainees to be counted in meeting the goals, such ap-
prentices and trainees must be employed by the Contrac-
tor during the training period, and the Contractor must
have made a commitment to employ the apprentices and
trainees at the completion of their training, subject to the
availability of employment opportunities. Trainees must
be trained pursuant to training programs approved by the
U.5. Department of Labor.
The Contractor shall take specific affirmative actions to
ensure ¢qual employment opportunity, The evaluation of
the Contractor's compliance with these specifications
shall be based upon its effort to achieve maximum results
from its actions. The Contractor shall document these ef-
forts fully, and shall implement affirmative action steps
at least as extensive as the following: -

a. Ensure and maintain a working environment free of
harassment, intimidation, and coercion at all sites,
and in all facilities at which the Contractor’s employ-
ecs are assigned to work. The Contractor, where
possible, will assign two or more women o each con-
struction project, The Contractor shall specifically
ensure that all foremen, superintendents, and other
onsite supervisory pecsonnel.are aware of and carry
out the Centractor's obligation to maintain such a
working environment, with specific attention to mi-
nority or female individuals working at such sites or
in such facilities. -

 b. Establish and maintain a current list of minority and

female recruitment soucces, provide written notifica-
tion to minority and female recruitment sources and
to community organizations when the Contractor or
its union have employment opportuaitiss availabte,
and maintain a record of the organizations' re-
sponses. '

¢. Maintain a current file of the names, addresses and
telephone numbers of each minority and female off-
the-street applicant and minority or female referral
from a union, a recruitment source or community or-
ganization and of what action was taken with respect
to each such individual. If such individual was sent to
the union hiring hall for referral and was not referred
back to the Contractor by the union or, if referred,
not employed by the Contractor, this shalf be docu-
mented in the file with the reason therefor, along with
whatever additional actions the Contractor may have
taken.

d. Provide immediate written notification to the Direc-
tor when the union or unions with which the Contrac-
tor has a collective bargaining agreement has not re-
ferred to the Contractor a minority person or woman
sent by the Contractor, or when the Contractor has
other information thar the union referral process has
impeded the Contractor’s efforts to meat its obliga-
tions.

¢. Develop on-the-job training opportunities and/or
participate in training programs for the area which
expressly include minoritics and women, including
upgrading programs and apprenticeship and trainee
programs relevant to the Conrractor’s employment
needs, especially those programs funded or approved
by the Department of Labor. The Contractor shall
provide notice of these programs to the sources com-
piled under Tb above.

f. Disseminate the Contractor's Equal Employment Op-
portunity policy by providing notice of the policy 1o
unions and training programs and requesting their co-
operation in assisting the Contractor in meeting its
Equal Employment Qpportunity obligations; by in-
ciuding it in any policy manual and coflective bargain-
ing agreement; by publicizing it in the company news-
paper, annual report, etc.; by specific review of the
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policy with ail management persoanel and with ail mi-
nority and female employees at least once a year; and
by posting the company Equal Employment Opportu-
nity policy on bulletin boards accessible to all employ-
ees at each location where construction work is per-
formed.

g. Review, at least annually, the company'’s Equal Em-
ployment Opportunity policy and affirmative action
obligations under these specifications with all employ-
¢es having any responsibility for hiring, assignment,
layoff, termination or other employment decisions in-
cluding specific review of these items with onsite super-
visory personnel such as superintendenmts, general
foreman, ctc., prior to the initiation of construction
work at any job site. A written record shall be made
and maintained identifying the time and place of these
meetings, persons attending, subject matter discussed,
and disposition of the subject matter.

h, Disseminate the Contractor's Equal Employment Op-
portunity policy externally by including it in any ad-
vertising in the news media, specifically including mi-
nority and female news media, and providing written
notification to and discussing the Contractor's Equal
Employment Opporturity policy with other Contrac-
tors and Subcontractors with whom the Contractor
does or anticipates doing:business. #v—xi

i. Direct its recruitment efforts, both oral and written,
to minority, female and community organizations, to
schools with minority and female students and to mi-
nority and female recruitment and training organiza-
tions serving the Contractor’s recruitment area and
employment needs, Not {ater than one month prior to
the date for the acceptance of applications for ap-
prenticeship or other training by any recruitment
source, the Contractor shall send written notification
to organizations such as the above, describing the op-
efiings, screening procedures, and tests to be used in
the selection process.

j. Encourage present minority and female employees to
racruit other minority persons and women and, where
reasonable, provide after school, surnmer and vaca-
tion employment to minority and fernale youth both
on the site and in other areas of a Contractor's work
force.

k. Validate all tests and other selection requirements
where there is an obligation 10 do so under 41 CFR
Part 60-3.

. Conduct, at least annually, an inventory and evalua-
tion at least of all minority and female personnel for
promotional opportunities and encourage these em-
ployees to seek or 1o prepare for, through approptiate
training, etc., such opportunities.

m. Ensure that seniority practices, job classifications,

" work assignments and other personnel practices, do’
not have a discriminatory effect by continually moni-
toring all personnel and employment related activities
to ensure that the Equal Employment Opportunity
policy and the Contractor’s obligations under these
specifications are being carried out.

n. Ensure that all facilities and company activities are
nonsegregated except that separate or single-user toi-
let and nécessary changing facilities shall be provided
to assure privacy between the sexes.

0. Document and maintain a record of all solicitations
of offers for subcontracts {rom minority and female
construction contractors and suppliers, including cir-
culation of solicitations to minority and female con-
tractor associations and other business associations.

p. Conduct a teview, at least annually, of all supervi-
sors’ adherence to and performance under the Con-
tractor's Equal Employment Opportunity policies
and affirmative action obligations.

. Contractors are encouraged to participate in voluntary

associations which assist in fulfilling one or more of their
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affirmative action obligations (7a through p}. The efforts
of a contractor assaciation; joint coatractor-union, con-
tracmr-cornmunny. or other similar group of whtch the
contractor is a member and participant, may be asserted
as fulfilling any one or more of its obligations under 7a
through p of these specifications provided that the Con-
tractor actively participates in the group, makes avery ef-
fort to assure that the group has a positive impact on the
employment of minorities and women in the industry, en-
sures that the concrete benefits of the program are re-
flected in the Contractor’s minerity and female work
force participation, makes a good faith effort to meet its
individual goals and timetables, and can provide access to
documentation which demonstrates the effectiveness of
actions taken on behalf of the Contractor. The obligation
to comply, however, is the Contractor's and failure of

" such a group to fulfill an obligation shall not be a defense

for the Contractor’s noncompliance. '

. .A single goal for minorities and a separate single goal for

women have been established. The Contractor, however,
is required to provide equal employment opportunity and
to take affirmative action for all minority groups, both
male and female, and all women, both minority and non-
mincrity. Consequently, the Contractor may be in viola-
tion of the Executive Order if a particular group is em-
ployed in a substantially disparate manner (for example,
even though the Contractor has achieved its goals for
women generally, the Contractor may be in violation of
the Executive Order if a specific minority group of
women is underutifized). -

. The Contractor shall not use the goals and timetables or

affirmative action standards to discriminate against any
person because of race, color, religion, sex, or national
origin.

. The Contractor shall not enter into any subcontract with

any person or firm debarred from Government contracts
pursuant to Executive Order 11246,

. The Contractor shalt carry out such sanctions and penal-

ties for violation of these specifications and of the Equal
Employment Opportunity clause, including suspension,
termination and cancellation of existing subcontracts as
may be imposed or ordered pursuant to Executive Order
11246, as amended, and its implementing regulations, by
the Office of Federal Contracts Compliance Programs.
Any Contractor who fails 1o carry out such sanctions and
penalties shall be in violation of these specifications and
Executive Order 11246, as amended.

. The Contractor, in fulfilling its obligations under these

specifications, shall implement specific affirmative action
steps, at least as extensive as those standards prescribed in
paragraph 7 of these specifications, 5o as to achieve maxi-
mum results from its efforts to ensure equal employment
opportunity. [f the Contractor fails to comply with the
requirements of the Executive Order, the implementing
regulations, or these specifications, the Director shall
proceed in accordance with 41 CFR 60-4.8.

The Contractor shall designate a responsible official to
monitor all employment related activity to ensuce that the
company Equal Employment Opportunity policy is being
carried out, to submit reports relating to the provisions
hereof a5 may be required by the Government, and to
keep records. Records shall at least include for each em-
ployee the name, address, tefephone numbers, construc-
tion trade, union affiliation, if any, employee identi-
fication number when assigned, social security number,
race, sex, status (e.g. mechanic, apprentice trainee,
helper, or laborer), dates of changes in status, hours
worked per week in the indicated trade, rate of pay, and
locations at which the work was performed. Records shall
be maintained in an easily understandabte and retrievable
form; however, (o the degree that existing records satisfy
this requirement, Contractors shall not be required to
maintain separate records.




15. Nothing herein provided shall be construed as a limita.

tion upon the application of other laws which establish
different standards of compliance or upon the applica-
tion of requirements for the hiring of focal or other area
residents (e.g., those under the Public Works Employ-
ment Act of 1977 and the Community Development
Block Grant Program).

E. Minimum Wages -

L

F
h

All mechanics and labors, employed or working directly
upon the site of the work shall be paid unconditionally
and not less often than once a week, and without subse-
quent deduction or rebate on any account {(except such
payroll deductions as are permitted by the Copeland Reg-
ulations (29 CFR Part 3)), the full amounts due at time of
payment computed at wage rates not less than the aggre-
gate of the basic hourly rates and the rates of payments,
coentributions, or costs for any fringe benefits contained
in the wage determination decision of the Secretary of
Labor, which is attached hereto and made a part hereof,
regardiess of any contractual relationships which may be
alleged to exist between the Contractor or Subcontractor
and such laborers and mechanics and the wage decision
shall be posted by the Contractor at the site of the work in
a prominent place where it can easily be seen by the
workers. R
mechanics, including apprentices and trainees, which is
not listed in the wage determination and which is to be
empioyed under the contract shall be classified or reclas-
sified conformably to the wage determination and a
report of the action taken shall be sent to the Department
of Health and Human Services. If the interested parties
cannot agree on the proper classification or reclassifica-
tion of a particuiar class of laborers or mechanics, includ-
ing appreatices and trainees to be used, the Owner shall
submit the question together with his recommendation
through the Department of Health and Human Services
to the Secretary of Labor for final determination.

. The Owner shall require, whenever the minimum wage

rate prescribed in the contract for a class of laborers or
mechanics includes a fringe benefit which is not expressed
as an hourly wage rate and the Contractor is obliged to
pay a cash equivalent of such a (ringe benefit, an hourly
cash equivalent thereof to be established. [n the event in-
1erested parties cannot agree upon a cash equivalent of
the fringe benefit, the question, accompanied by the rec-
ommendation of the Owner, shall be referred to the Sec-
retary of Labor for determination.

If the Contractor does not make payments to a trustee or
other third person, he may consider as part of the wages
of any laborer or mechanic the amount of any cost rea-
sonably anticipated in providing benafits under a plan or
program of a type expressly listed in the wage determina-
tion decision of the Secratary of Labor which is a part of
this contract: Provided, however, the Secretary of Labor
has found, upon the written request of the Contractor,
that the applicable standards of the Davis-Bacon Act
have been met. The Secretary of Labor may require the
Contractor to set aside in a separate account assels for the
meeting of obligations under the plan or program.

F. Payrolls and Basic Records

The Contractor shall maintain payrolls and basic records
relating thereto during the course of the work and shall
preserve them for a peried of three years thereafter for all
laborers and mechanics, including apprentices and train-
ecs, working at the site of the work. Such records shall
contain the name and address of each employee, his cor-
rect classification, rate of pay (including rates of contri-
bution for, or costs assumed 1o provide, fringe benefits),
daily and weekly number of hours worked, deductions
made and actual wages paid. Whenever the Contractor
has obiained approval from the Secretary of Labor as

. The Owner shall require that any class of laborers or
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.provided in paragraph E.4, the Contractor shall maintain

records which show that the commitment (o pravide such
benefits is enforceable, that the plan or program is finan-
cially responsible, and that the plan or program has been
communicated in writing to the laborers or mechanics af-
fected, and records which show the costs anticipated or
the actual cost incurred in providing such benefits.

. The Contractor shall submit weekly a copy of all payrolls

to the Owner. The prime contractor shall be responsible
for the submission of copies of payrolis of all Subcon-
tractors. Each such copy shall be accompanied by a state-
ment signed by the Contractor indicating that the payrolis
are correct and complete, that the wage rates contained
therein are not less than those determined by the Secre-
tary of Labor, and that the classification set forth for
each jaborer or mechanic, including apprentices and
trainees, conform fo the work he performed. Submission
of the ““Weekly Statement of Compliance™ required
under this contract and the Copeland Regulations of the
Secretary of Labor (29 CFT Part 3) shall satisfy the re-
quirement for submission of the above statement. The
Contractor shall submit also a copy of any approval by
the Secretary of Labor with respect 1o fringe benefits
which is required by paragraph E-4.

. Contractors employing apprentices or trainees under ap-

proved programs shall inciude a notation on the first
weekly certified payrolls submitted to the Owner that
their employment is pursuant to an approved program
and shall identify the program.

4. The Contractor will make the records required under the

Labor Standards clauses of the contract availabie for in-
spection by authorized representatives of the Owner,
U.S. Department of Health and Human Services, and the
U.S. Department of Labor, and shall permit such repre-
sentatives to interview employees during working hours
on the job.

G. Apprentices and Trainees

1. Apprentices will be permitted to work at less than the pre-

determined rate for the work they perform when they are
employed and individually registered in a bona fide ap-
prenticeship program registered with the U.S. Depart-
ment of Labor, Manpower Administration, Bureau of
Apprenticeship and Training, or with a State Appren-
ticeship Agency recognized by the Bureau, or if a person
is employed, in the first 90 days of probationary employ-
ment as an apprentice in such an appreaticeship program,
who is not individually registered in the program but who
has been certified by the Bureau of Apprenticeship and
Training or a State Apprenticeship Agency (where appro-
priate) to be eligible for probationary employment as an
apprentice. The allowable ratio of apprentices to journey-
men in any craft classification shall not be greater than
the ratio permitted to the Contractor as to his entire work
force under the registered program. Any employee listed
on a payroll at.an apprentice wage rate, who is not a
trainee as defined in subparagraph 2 of this paragraph or
is not registered or otherwise employed as stated above,
shall be paid the wage rate determined by the Secretary of
Labor for the classification of work actually performed.
The Contractor will be required to furnish to the Owner
or a representative of the U.S. Department of Labor writ-
ten evidence of the registration of its program and ap-
prentices as well as the appropriate ratios and wage rates
(expressed in percentages of the journeyman hourly
ratss), for the area of construction prior to using any ap-
prentices on the contract work. The wage rate paid ap-
prentices shall be not less than the appropriate percentage
of the journeyman’s rate contained in the applicable wage
determination.

. Trainees

Trainees will not be permitted to work at less than the
predetermined rate for the work performed unless t.hCY
are employed pursuant 1o and individually registered in a




program which has received prior approval evidenced by
formal certification, by the U.S. Department of Labor,
Manpower Administration, Buteau of Apprenticeship
and Training. The ratio of trainees to journeymen shall
not be greater than permitted under the plan approved by
the Bureau of Apprenticeship and Training. Every trainee
must be paid not less than the rate specified in the ap-
proved program for his ievel of progress. Any employee
listed in the payroll at a trainee rate who is not registered
and participating in a training plan approved by the Bu-
reau of Apprenticeship and Training shali be paid not less
than the wage rate determined by the Secretary of Labor
for the classification of work he actually performed. The
Contractor will be required to furnish the Owner or a rep-
resentative of-the U.S. Department of Labor written evi-
dence-of the certification of his program, the registration
of the trainees, and the ratios and wage rates prescribed
in that program, In the event the Bureau of Appren-
ticeship and Training withdraws approval of a training
program, the Contractor will no longer be permitted to
utilize trainees at less than the applicable predetermined
rate for the work performed until an acesptable program
is approved.

3. Equal Employment Opportunity
e The?ﬁt=ili;a:ion of-apprentices, trainees and journeymen

under this part shail be in conformity with the equal em-
ployment opportunity requirements of Executive Order
11246, as amended, and 29 CFR Part 30,

H. Compliance with Copeland Regulations
I. The Contractor shall comply with the Copeland Regula-

tions of the Secretary of Labor (29 CFR Part 3) which are
incorporated herein by reference. [n addition, the Weekly
Staterient of Compliance required by these regulations
shall also contain a statement that the fringe benefits paid
are equal to or greater than those set forth in the min-
imum wage decision.

States for liquidated damages, Such liquidated damages
shall be computed with respect to each individuat taborer
or mechanic, including apprentices and trainees, em-
ployed in violation of the provisions of paragraph L1, in
the sum of $10 for each calendar day on which such em-
ployee was required or permitted to be employed on such
work in excess of 8 hours or in excess of the standard
workweek of 40 hours without payment of the overtime
wages required by paragraph [.1.1

The Contractor shall not require or permit any laborer or
mechanic, including apprentices and trainces, employed
in the performance of this contract 1o work in surround-
ings or under conditions which are unsanitary, hazard-
ous, or dangerous to health as determined under con-
struction safety and health standards promulgated by the
Secretary of Labor by regulation (29 CFR Part 1926, 36
FR 7340, April 17, 1971) pursuant to Section 107 of the
Contract Work Hours and Safety Standards Act.

J. Withholding of Funds

The Owner may withhold or cause to be withheld from
the Contractor as much of the accrued payments or ad-
vances as may be considered necessary (a) to pay the la-
borers and mechanics, including apprentices and trainees,
employed by the Contractor or any Subcontractor on the
work, the full amount of wages required by the contract,
and (b) 1o satisfy any liability of any Cantractor.for liqui-
dated damages under paragraph [ hereof entitled **Con-
tract Work Hours and Safety Standards Act—OQOvertime
Compensation and Safety Standards (40 U.S.C.
327-330)."

If the Contractor or any Subcontracior fails to pay any
laborer or mechanic, ineluding apprentices and trainees,
employed or working on the site of the work, all or part
of the wages required by the contract, the Owner may,
after written notice to the prime contractor, take such ac-
tion as may be necessary 10 cause suspension of any fur-

I. Contract Work Hours and Safety Standards Act
—Qvertime Compensation and Safety Standards
{40 U.8.C. 327-330)

1. The Contractor shall not require or permit any laborer or

ther payments or advances until such violations have
ceased,

K. Subcontracts

1. The Contractor will insert in alf subcontracts, paragraphs

mechanic, including apprentices and trainses, in any
workweek in which he is employed on any work under
this contract to work in excess of 8 hours in any calendar
dzay or in excess of 40 hours in such workweek on work
subject to the provisions of the Contract Work Hours
and Safety Standards Act unless such taborer or me-
chanie, including apprenatices and trainees, receives com-
pensation at a rate not less than one and one-half times
his basic rate of pay for all such hours worked in excess of
8 hours in any calendar day or in excess of 40 hours in
such workweek, whichever is the greater number of over-
time hours. The **basic rate of pay’* as used in this provi-
sion shall be the amount paid per hour, exclusive of the
Contractor's contribution or cost for fringe benefits, and
any cash payment made in lieu of providing fringe bene-
fits, or the basic hourly rate contained in the wage deter-
mination, whichever is greater.!

. In the event of any violation of the provisions of

paragraph I.1, the Contractor shalt be liable to any af-
fected employee for any amounts due and to the United

E through L inclusive, entitled: “*Minimum Wages,”
“‘Payrolls and Basic Records,'” ‘““Apprentices and Train-
ees,” “Compliance with Copeland Regulations,' “Con-
tract Work Hours and Safety Standards Act-~—Qvertime
Compensation and Safety Standards (40 U.S.C.
327-330," '"‘Withholding of Funds,” *‘Subcontracts,'
and "“Contract Termination—Debarment,’ and shall
further require all Subcontractors to incorporate physi--
cally these same paragraphs in all subcontracts.

. The term *““Contractor™ as used in such paragraphs in any

subcontract shall be deemed to refer to the Subcontractor
except when the phrase “*Prime Contracior”’ is used.

L. Contract Termination—Debarment

A breach of paragraphs E through K inclusive, respec-
tively entitled **Minimum Wages,'” *‘Payrolls and Basic
Records,'" ‘“‘Apprentices and Trainees,’' ‘“Compliance
with Copeland Regulations,”” ““Contract Work Hours
and Safety Standards (40 U.S.C. 327-330),” *‘Withhold-
ing of Funds,'” “'Subcontracts’ may be grounds for ter-

" mination of the contract and for debarment as provided

in 29 CFR 5.6.

'Exclude from construction conlracts on projects insured under
FHA/HUD Section 242 of the National Housing Act.
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APPENDIX V
COST ESTIMATE OUTLINE
THIS IS A SUGGESTED FORMAT AND IS NOT TO BE CONSTRUED AS A REQUIRED FORM.

Estimate the costs in which the Federal Government is requested to participate.

1. Demolition s

2. General Alteration and Renovation 3
(e.g., carpentry, masonry, painting) '

3. Plumbing

4. Heating, Ventilation, and Air Conditioning

6. Architect’s and Engincer’s Fee

~

Other Costs (specify)

s

s

. Blectrical " s
$

s

s

8. TOTAL ALTERATION AND RENOVATION COSTS
(to Federal Government)

9. Fixed Equipment . 3

LIST SOURCE AND AMOUNT OF FUNDS FOR TOTAL ALTER.ATION AND RENOVATION PROJECT:

PHS SOURCES AND AMOUNTS:

ALL SOURCES AND AMOUNTS OTHER THAN PHS:

Total net square feet of floor area in
alteration and renovation proposal

Estimated cost per net square foot, $
excluding fixed equipment
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APPENDIX VI

STATE HISTORIC PRESERVATION LIAISON OFFICERS

ALABAMA

Directot, Alabama Department
of Archives and History

Chairman, Alabama Historical
Commission

Archives and History Building

Montgomery, Alabama 36104

(205) 269-7783 . .

ALASKA

‘Director, Department

Natural Resources
323 East Fourth Avenue
Anchorage, Alaska 99501
(206) 583-0150 — ask for
Anchorage 274-4576

AMERICAN SAMOA

“Territorial Historic

Preservation Officer
Department of Public Works
Government of American Samoa
Pago Pago, American Samoa 96799

ARIZONA

Director, State Parks Board
1638 West Adams

Phoenix, Arizona 85007
(602) 271-4174

ARKANSAS

Director, Arkansas Department
of Parks and Tourism

State Capitol

Little Rock, Arkansas 72201

(501) 371-2535

CALIFORNIA

Director, Department of
Parks and Recreation
State Resources Agency

: /" Post Office Box 2390

‘Sacramento, California 95811
(916) 445-2358

COLORADO

Chairman, State Historical
Society

Colorado State Museum

200 14th Avenue

Denver, Colorado 80203

(303) 892-2136

CONNECTICUT

-...Director, Connecticut

~ ' Historical Commission
59 South Prospect Street
Hartford, Connecticut 05106
(203) 566-3005

DELAWARE

Secretary of State of Delaware

Acting Director, Division of
Historical and Cultural Affairs

Hall of Records

Dover, Delaware 19901

(303) 678-4653

DISTRICT OF COLUMRIA

Acting Director, Office of Housing
and Community Development

14th and E Streets, N,W,

Washington, D.C. 20004

(202) 629-5033

FLORIDA

Director, Division of Archives,
History & Records Management

Department of State

401 East Gaines Street

Tallahassee, Florida 32304

{904) 488-1480:

GEORGIA

Chief, Historic Preservation
Section

Department of Natural Resources

270 Washington Street, S.W.

Atlanta, Georgia 30334

(404) 656-2840
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STATE HISTORIC PRESERYATION LIAISON OFFICERS—Continued

GUAM

Director, Department of Commerce
Government of Guam

Post Office Box 682

Agana, Guam 96910

(Overseas Operator)-646-1261

HAWAL

Chairman, Department of
Land & Natural Resources

Post Office Box 621

Honolulu, Hawaii 96809

(415) 556-0220 — ask for

" Honolulu 548-2211

IDAHO

Director, Idaho
Historical Society
610 North Julia Davis Drive
Boise, Idaho 83706
(208) 384-2120

ILLINOIS

Director, Department of
Conservation

602 State Office Buiiding

400 South Spring Street

Springfield, Minois 62706

(217) 782-6302

INDIANA

Director, Department of
Natural Resources

608 State Office Building

Indianapolis, Indiana 46204

.(317) 633-6344

IOWA

Director, State Historical
Department

Division of Historic Preservation

B-13 MacLean Hall

Iowa City, [owa 52242

(319) 353-6949

KANSAS

Executive Director

Kansas State Historical
Society

120 West 10th Street

Topeka, Kansas 66612

(913) 296-3251

84

KENTUCKY

Director, Kentucky

Heritage Commission
40] Wapping Street
Frankfort, Kentucky 4060]
(502) 564-4476

LOUISIANA

Director, Department of Art,
Historical & Cultural
Preservation

Old State Capitol

Baton Rouge, Louisiana 70801

(504) 389-5086

MAINE

Director, Maine Historical
Preservation Commission

31 Western Avenue )

Augusta, Maine 04330

(207) 289-2133

MARYLAND

Acting Director, Maryland
Historical Trust

2525 Riva Road

Annapolis, Maryland 2140]

(301} 267-1212

MASSACHUSETTS

Executive Director
Massachusetts Historical
Commission

40 Beacon Street

Boston, Massachusetts 02108
(617) 727-8470

MICHIGAN

Director, Michigan

History Division
Department of State
Lansing, Michigan 48918
(517) 373-0510

MINNESOTA

Director, Minnesota
Historical Society

690 Cedar Street

St. Paul, Minnesota 4410]

(612) 296-2747
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MISSISSIPPI

Director, State of Mississippi
Department of Archives &
History

Post Office Box 571

Jackson, Mississippi 39205

(601) 354-6218

MISSOURI

Director, Missouri State

Park Board
Post Office Box 176
1204 Jefferson Building
Jefferson City, Missouri 65101
{314) 7514422

MONTANA

Administrator, Recreation

and Parks Division
Department of Fish & Game
Helena, Montana 59601
(406) 449-2535

- NEBRASKA

Director, The Nebraska State
Historical Society

1500 R Street

Lincoin, Nebraska 68508

(402) 432-2793

NEVADA

Administrator, Division

of State Parks
201 South Fall Street
Carson City, Nevada 89701
{702) 885-4370

NEW HAMPSHIRE

Commissioner, Department of
Resources & Economic
Development

Post Office Box 856

Concord, New Hampshire 03301

(603) 271-2411

NEW JERSEY

Commissioner, Department of
Environmental Protection

™, Post Office Box 1420

Trenton, New Jersey 086235
(609) 292-2885

NEW MEXICO

State Planning Officer

State Capitol

403 Capitol Building

Santa Fe, New Mexico 87501
(505) 827-2974

NEW YORK

- Deputy Commissioner for

Historic Preservation
Board of Historic Preservation
Parks and Recreation _
South Swan Street Building
Albany, New York 12223
{518) 474-0468

NORTH CAROLINA

Acting Director, Division of
Archives and History

Department of Cultural Resources

109 East Jones Street

Raleigh, North Carolina 27611

(919) 829-7305

NORTH DAKOTA

Superintendent, State Historical

Society of North Dakota
Liberty Memorial Building
Bismarck, North Dakota 58501
(701) 224-2667

OHIO

Director, The Ohio

Historical Society
Interstate 71 at 17th Avenue
Columbus, Ohio 43211
(614) 466-3852

OKLAHOMA

Mr. George H. Shirk

1108 Colcord Building

Oklahoma City, Oklahoma 73102
(405) 236-3571

OREGON

State Parks Superintendent
300 State Highway Building
Salem, Oregon 97310

{503) 378-6305
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PENNSYLVANIA

Executive Director
Pennsylvania Historical
& Museum Comimission
Box 1026
Harrisburg, Pennsylvania 17120
(717) 787-2891

" COMMONWEALTH OF

PUERTO RICO

Institute of Puerto Rico
Culture

Apartado 4184

San Juan, Puerto Rico 009035

{Commercial) 9-(809) 723-00%0
extension 232

RHODE ISLAND

Director, Rhode Island
Department of Community
Affairs

150 Washington Street

Providence, Rhode Island 02903

(401) 277-2850

SOUTH CAROLINA

Director, State
Archives Department
1430 Senate Street
Columbia, South Carolina 29211
(803) 758-58i6

SOUTH DAKOTA

Director, Office of
Cultural Preservation

Department of Education
and Cultural Affairs

State Capitol )

Pierre, South Dakota 57501

(605) 224-3458

' TENNESSEE

Executive Director, Tennessee
Historical Commission

170 2nd Avenue North, Suite 100

Nashville, Tennessee 37219

(615) 741-2371
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TEXAS

Executive Director
Texas State Historical
Survey Comrnittee
Post Office Box 12276

Capital Station
Austin, Texas 78711
(512) 475-3092

TRUST TERRITORY OF
. THE PACIFIC ISLANDS

Chief, Land Resources Branch
Department of Resources and
Development
Trust Territory of the
“Pacific Islands e,
Saipan, Mariana Islands 96950

UTAH

Director, Division of

State History
603 East South Temple
Salt Lake City, Utah 84102
(801) 328-5755

VERMONT

Director, Vermont Division
of Historic Sites

Pavilion Building

Montpelier, Vermont 05602

(802) 828-3226

VIRGINIA

Executive Director, Virginia
Historic Landmarks Commission

221 Governor Street

Richmond, Virginia 23219

(804) 770-3143

VIRGIN ISLANDS

Planning Director

Virgin [slands Planning
Charlotte Amalie

St. Thomas, Virgin Istands 00801
(Commercial) 9-(809) 774-1726

WASHINGTON

Director, Washington State _
Parks & Recreation Commission

Post Office Box 1128

Olympia, Washington 98504
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WEST VIRGINIA

West Virginia Antiquities
Commission

Old Mountainlair

West Virginia University

Morgantown, West Virginia 26506

(304) 292-1527

WISCONSIN

Director, State Historical

Society of Wisconsin
816 State Street .
Madison, Wisconsin 53706
(608) 262-3266
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WYOMING

Director, Wyoming
Recreation Commission
604 East 25th Street, Box 309
Cheyenne, Wyoming 82001

(307) 777-1695

NATIONAL TRUST FOR
HISTORIC PRESERVATION

Board President, National Trust
for Historic Preservation

740-748 Jackson Place, N.W.

Washington, D.C. 20006

(202) 638-5200




APPENDIX VII

POLICIES GOYERNING FOREIGN INSTITUTIONS
AND INTERNATIONAL ORGANIZATIONS

Although most of the policies contained in this
policy statement are fully applicable to grants made
in foreign institutions and international organiza-
tions, a few of the requirements are different. These
requirements are set forth below.

ELIGIBILITY

In general, foreign institutions and international
organizations are eligible to rece;ve only research
project grants, including conference grants. (See be-
low for the types of support not available.) For anin-
ternational conference, i.e., a meeting so designated
by its sponsor or one to which open invitations are is-
sued on an equal basis to potential participants in
two or more countries (other than the United States
and Canada),.the U.S. representative organization of
an established international scientific or professional
society is the eligible grantee regardless of the confer-
ence site. Grant support for such conferences held
outside the United States or Canada is limited to spe-
cific activities such as the support of an individual
panel or colloquium, and is not available for general
conference support.

Other types of PHS grants, such as National Re-
search Service Awards, program projects, centers, re-
sources, health services, and construction may not be
made to foreign institutions or international organi-
zations unless the program has been specifically de-
signed for support of such projects in a foreign setting
and has had prior approval from the PHS agency
head. :

Grants may not be made to individuals in a foreign
location (i.e., outside of the United States and its ter-
ritorial possessions). Occasionally, however, a fel-
lowship award is made to an American citizen or a
noncitizen national to study in a foreign institution.
(A noncitizen national is a person who aithough nota
citizen of the United States owes permanent alle-
giance to the United States, such as a resident of
American Samoa.)

It should be noted that foreign grant applications
must be in the upper half of the research grant prior-
ity scores as recommended for approval by the final
review group at a given feview cycle in order to be ap-
proved for funding, However, a priority score in the
upper one-half is not an automatic guarantee for
funding.
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CHANGE OF GRANTEE ORGANIZATION

A_change of grantee may not take place where it
will involve the transfer of a grant to or between for-
eign institutions or international organijzations,

COSTS

The costs which are generally allowable jn grants
to domestic organizations are likewise allowable to
foreign institutions and international organizations
with:the following exceptions:

1. Alterations and Renovations, Unallowable.

2. Customs and Import Duties. Unallowable,

3. Indirect Costs. With the exception of the Amer-
ican University, Beirut, and the World Health
Organization, indirect costs will not be paid
(either directly or through a subaward) to or-
ganizations located outside the territorial [imits
of the United States or to international organi-
zations regardless of their location.

4. Patient Care. Patient care costs under foreign
grants will be provided only in exceptional cir-
cumsiances and then only with the prior ap-
proval of the PHS awarding office.

5. Cost Sharing. Foreign institutions and interna-
tional organizations shall meet the statutory re-
quirement for cost sharing on research project
grants through the non-recovery of indirect
costs,

PROJECT PERIODS

The initial project period and each ¢competing con-
tinuation thereof for foreign grants may not be au-
thorized for more than 3-year segments,

PAYMENTS TO FOREIGN GRANTEES

All requests for funds, including the budget con-
tained in the application, shall be stated in U.S.
dollars. Once an award is made, PHS will nof comi-
pensate foreign grantees for currency exchange fluc-
tuations through the issuance of supplemental
awards.

Awards to foreign institutions and international
organizations are not paid through the Departmental
Federal Assistance Financing System, nor are they
eligible to be paid under a Letter of Credit. These
grants will be paid by U.S. Treasury Check on a
quarterly basis; that is, the amount of the annual
award will usually be paid in four equal instatlments.
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PUBLIC POLICY REQUIREMENTS

"Civil Rights. The Civil Rights requirements con-

tained in the section on Public Policy Require-
ments do not apply to grants made to foreign in-
stitutions and international organizations.

. Animal Welfare. The animal welfare require-

ments contained in the section on Public Policy
Requirements do not apply to grants made to for-
eign institutions and international organizations.
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APPENDIX VIII
POLICIES GOVERNING FEDERAL GRANTEES

Some of the policies contained in this policy state-
ment must be modified for grants awarded to other
Federal departments or agencies. Where the policies
are different from those contained elsewhere in this
policy statement, the changed requirements are set
forth below,

ELIGIBILITY

- s ederal institutions are eligible to rcéei_vc certain
- ¥-4¥pes of PHS project grants. This eligibility includes,

but is not necessarily limited to, grants for research,
training and demonstration projects, However, Fed-
eral institutions must meet the eligibility require-
ments of the grant program from which support is
sought.

Although the performance site may be ‘at a level
lower than the agency or department level, when an
award is made to an eligible Federal institution the
Federal agency or department will be the designated
grantee, and must assume responsibility for the proj-
ect. Federal institutions must also ensure that their
own authorizing legisiation will allow them to receive
a PHS grant and be able to comply with the grant
award terms. A document certifying both the assump-
tion of responsibility and authority to receive a grant
must be submitted at the time of application. The cer-
tification must be signed by the head of the responsi-
ble Federal department or independent agency or a
designee who reports directly to the department or
agency head. (In the case of the Department of De-
fense, the Departments of the Army, Navy, and Air
Force shall be considered ‘*the Federal department”™
and their Secretaries as the “‘responsible Department
head.'") The certification requirement does not apply
to Veterans Administration hospitals, Bureau of Pri-
sons (Department of Justice) hospitals, PHS hospi-
tals (including Indian Health Service hospitals and
St. Elizabeth’s Hospital), or other PHS organiza-
tional segments, However, PHS organizational seg-
ments other than the hospitals specifically cited
above may only seck PHS grant support under excep-
tional circumstances, as determined by the Director,
Office of Management, PHS. Such circumstances may
include situations where a project cannot be supported
within the mission of the applicant PHS agency or
organizational segment, the activity cannot be per-
formed elsewhere, its nonpursuit would have an ad-
verse or potentially important impact on the PHS
mission, and a grant is determined 1o be the appro-
priate means of carrying out the activity.

ALLOWABILITY OF COSTS

Costs allowed under grants to Federal institutions
shall be determined by the established policies of the
institution consistently applied to both its own activi-
ties and grant-supported activities. In the absence of
a governing institutional policy, the cost principles
for state and local governments will apply.

COST SHARING

Federal institutions receiving PHSsresearch grants . =~

are not required to provide cost sharing.

INSTITUTIONAL ALLOWANCES
UNDER FELLOWSHIPS

Institutional allowances may be requested by Fed-
eral institutions sponsoring a predoctoral or postdoc-
tora! fellow, unless otherwise restricted by law or reg-
uiations. Federal institutions may request up to
$2,000 per year for an institutional allowance.

INDIRECT COSTS

Indirect costs will not be provided to Federal
institutions. '

PAYMENT OF GRANTS

Under PHS grants, the Department of Defense will
normally be paid by Treasury Check after submission
of the appropriate interagency form. Payments to all
other Federal departments and agencies will normally
be accomplished by transfers of funds batween
appropriations.

PRIOR APPROYAL AUTHORITIES

Federal institutions are required to establish and
use an Institutiona! Prior Approval System for ob-
taining prior approval for the following types of
postaward budgetary changes under nonconstruction
discretionary grants: .

1. Purchase of each individual item of special-pur-
pose equipment having an acquisition cost of
$1,000 or more, whether as a result of rebudget-
ing from another budgetary category into the
equipment category or using funds awarded for
the acquisition of equipment for items not de-
scribed in the approved application. However,
where the acquisition of equipment results in a
charge to the approved budget under a single

e




contract that will exceed $25,000 or 10 percent
of the total direct cost for the budget period,
whichever is greater, PHS awarding office prior
approval is required. PHS awarding office ap-
proval is always required for the acquisition of
trailers or modular units,

2, Patient care costs in excess of the amount on
the approved budget, provided the need for pa-
tient care in the project was specificaily ap-
proved by the PHS awarding office.

Federal institutions must obtain prior approval
from the Grants Management Officer for all other
proposed programmatic changes and rebudgeting ac-
tions that require such approval.

ACQUISITION OF PROPERTY

Under the authority of Public Law 95-224 (which

“repealed the previous Public Law 85-934}, nonprofit -

institutions of higher education and nonprofit organ-
izations whose primary purpose is the conduct of sci-
entific research are exempted from further obligation
to the Federal Government for equipment and sup-
plies acquired under a grant for support of basic or
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applied scientific research, although PHS has the
right to require the transfer of title to certain equip-
ment as provided in 45 CFR 74.136. Except as pro-
vided below, PHS will consider all property acquired
under a PHS grant awarded to a Federal institution
as “‘exempt’’ for determining which provisions of 45
CFR 74, Subpart O, will apply.

For items of equipment having a unit acquisition
cost of $1,000 or more, PHS has the right to require
transfer of the equipment, including title, to the PHS
or to an eligible third party named by the PHS award-
ing office under the conditions specified in 45 CFR
74.136. This right applies to Federal institutions
under all types of grants under the stipulated condi-
tions. . :

PATENTS AND INVENTIONS

Inventions resulting from-éranm supporting tﬁeac-"f

tivities of Federal employees, i.e., grants to Federal
institutions, shall be reported simultaneously to the
Assistant Secretary for Health pursuant to the terms
of the award and to the employing agency under the
terms of Executive QOrder 10096, as amended.

Bt
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APPENDIX IX

GRANTS TO FOR-PROFIT ORGANIZATIONS

Under a few HHS discretionary grant programs,
for-profit organizations are not barred by the au-
thorizing statute from receiving grants. However, for
‘many years HHS policy has been not to award grants
to for-profit organizations. These organizations have
been eligible to receive procurement contracts but not
grants.

With the passage of the Federal Grant and Cooper-
ative Agreement Act (Public Law 95-224, 41 U.S.C,
501-509) and the issuance of OMB guidance for im-
plementing the Act, the Department has determined

thatsthis policy is no longer appropriate. That Act -

makes choice of funding instrument—grant, cooper-
ative agreement or contract—dependent upon factors
other than kind of recipient. The OMB guidance
states that grants may be made to for-profit organi-
zations when deemed by the agency to be consistent
with legislative intent and program purposes. Ac-
cordingly, the Public Health Service has determined
that eligibility for certain research assistance awards
including, where appropriate, cooperative agree-
ments, will be opened to for-profit organizations.

It should be noted that no profit will be provided
to for-profit organizations through financial assist-
ance awards. A profit is considered to be any amount
in excess of actual direct and indirect costs incurred
in conducting an assistance project which is allowa-
ble, aliocable, and reasonable,

Organizations operated for profit will be eligible to
receive research financial assistance awards under the
following authorities: Sections 301, 340, 356, and 404
or the PHS Act (42 U.S. Code, Sections 241, 256,
263d and 285), Section 20 of the Occupational Safety
and Health Act (29 U.S. Code, Section 669), and Sec-
tion 501 of the Federal Mine Safety and Health Act
(30 U.S. Code, Section 951).

For-profit organtzations will be subject to the same
administrative requirements currently applicable to
non-profit institutions, except for the following:

I. Cost Principles—There are no cost principles
applicable to for-profit organizations receiving fi-

" nancial assistance awards. Therefore, the cost princi-
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ples for Contracts with Commercial Organizations
set forth in 41 CFR Subpart 1-15.2 will generally be
used. PHS has elected the option provided in 41 CFR
1-15.102 of not authorizing independent research and
development costs. For hospitals, however, the cost
principles in Appendix E to 45°CFR Part 74 will be
used. ‘

2. Property—Title to real property, equipment,
and supplies acquired by a For-profit recipient under
a financial assistance award or subaward shall vest
upon acquisition in the Federal Government. The
management, control, and disposition-of property in
the hands of grantees will be governed by the rules
applicable to contractors which are set forth in. Part
3-56 of the HHS Procurement Regulations and Sub-
part 103-27.54 of the HHS Personal Property
Management Manual,

3. Cost Sharing—The legal requirements for cost
sharing will be met through separate cost sharing
agreements negotiated for each research project.
Cost sharing amounts will be determined in accord-
ance with Department of Health and Human Services
policy.

4, Patents and Inventions—The requirements set
forth in 45 CFR Parts § and 8 as implemented by
PHS govern the development and reporting of pa-
tents and inventions. Disposition of royalties or
equivalent income earned on patents and inventions
arising out of activities developed under financial as-
sistance awards or subawards shall be governed by
determinations made or agreements entered into un-
der 45 CFR Part 6 and 8 on a case-by-case basis only,
Disposition of rights on inventions made by small
business firms is subject to Chapter 18 of Table 35
U.S. Code.

. 5. General Program [Income—The additional
costs alternative described in 45 CFR 74.42(e) is not
an allowable alternative.
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