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PREFACE 

The Public Health Service (PHS) is the principal health com­
ponent of the Department of Health, Education, and Welfare. 
PHS, which is under the direction of the Assistant Secretary for 
Health, is comprised of six major agencies. The six PHS agencies 
are listed below with a description of their primary areas of con­
cern: 

The Alcohol, Drug Abuse, and Mental Health Administrntion, which is 
responsible for developing knowledge, manpower and services to prevent 
mental illness, to trent and rehabilitate the mentally ill, to prevent the 
abuses of drugs and alcohol, and to treat nnd rehabilitate drug and alcohol 
abusers; 
The Center for Disease Control, which is responsible for the 11ntionnl 
progmm of prevention and control of communicable nnd vector-borne dis­
eases nnd for the control of certain other noninfectious conditions; 
The Food and Drug Administration, the Nation's first consumer protec­
tion agency, which is concerned with research nnd regulution in such areas 
ns food, drui;,'S, cosmetics n:·d medicul devices; 
The Health Resources Administrntion, which is responsible for henlth 
plnnning, research, evnluntion nnd development of hcnlth resources and 
needs, inclurling manpower nncl laenlth faci li ties, 111111 the collcclion nnd 
dil!scminntion of health rl11t:.n; 
The Health Ser\'ices Admlni11trution, which is responsible for thC! improve­
ment of the delivery of hcnlth services to the Americnn 1icoplc; nnd 
The N11tion11l l nstllull'R or llcnlt.11, which !:'.CC!k!! to improve the Nntion'11 
hcallh hy incrcusing knowledge rclntccl lo henllh n11d diHensc through the 
conduct ancl suppo1't of rescnrch, rC'sc111·c!h trnini ng und hiomcdical com­
municntion11. 

The bm1ic mission of PHS, as a whole1 i!i to protect and advance 
the Nntion'R henlth. One of lhe very importnnt activities that PHS 
cn.rl'ics out in pursuit of this mi!ision is that of awarding grnnt." in 
support of efforts that help PJIS ancl the recipient institutionB to 
achieve mu t11nlly beneficial goals. 

PHS adminis(:crn a diverse array of grant progTams concerned 
with the whole spectrum of health concerns rcfleclccl in the mis­
sions of its scvernl agencies ns oulli nccl above. 'l'hc six PHS agen­
cies nncl tho ten PHS regional olllces arc responsible for the nwarcl, 
administration and monitoring of thm10 grnnt programs under n 
variety of legh1lnlive author ities, governing- rcgulntions, policies 
nnd procedures. 
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The administration of a grant requires adherence not only to 
the program objectives for which the award was made but also 
requires that those objectives be accomplished in a businesslike 
manner. This is particularly important at a time when the costs 
to the grantee institution and the Federal Government are climb­
ing and Federal spending is being closely watched for its inflation­
ary impact and cost effectiveness. For these reasons, grantee in­
stitutions must establish sound and effective bJJsiness management 
systems to assure that grant funds are properly safeguarded and 
utilized only for the purposes for which they were awarded. Gran­
tee institutions are expected to exercise the same degree of pru­
dence in the expenditure of Federal funds that they use in expend­
ing their own funds. 

PHS views its relationship with the gr antee institution as a 
partnership, with the grantee providing the effort and expertise 
necessary to carry out approved activities and PHS providing 
financial assistance under established policies and guidelines. In 
furtherance of its role in this relationship, PHS has established 
Grantc:i Management Offices in each of its headquarters and re­
gional offices to serve as focal points for the business management 
aspects of grants administration. Questions concerning the in­
terpretation of policies or the applicability of certain policies to 
particular programs should be directed to the designated PHS 
Grants Management Otncer. 

This booklet is intended to provide a '!ommon understanding of 
tho grants administration framework within which PHS staff and 
responsible grantee institution officials must operate. Any ques­
tions relating to its prcparatio11 or subject matter should be 
directed to this omce. 
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INTRODUCTION 

The award and administration of grant funds are subject to 
applicable laws, regulations, and policies that have been duly 
promulgated. This booklet presents a compilation of the salient 
features of such policies as of October 1, 1976. To use this booklet 
effectively, grantee institutions should maintain, or have access 
to, copies 0f the referenced documentg, which present additional 
detailed gu idance on the subject policy. In addition, as with any 
publication, the policies in this booklet are subject to amendment 
by policies adopted subsequent to the above date. Consequently, 
grantee institutions are obligated to assure themselves that they 
become aware of any new amendments as soon as they are issued 
and announced to the public. This can best be done by arranging 
to obtain, or to have access to, the following documents: 

Code of Federal Regulations (Titles ·12 and 45): Title 42 ~cts forth Public 
Health Service (PHS) program regulations; Title 45 includes administra­
tive re~'Ulations npplicnblc t.o all HEW grants. 'fhey arc available in 
booklet form from the U.S. Government Printing Office.' 
l~edcrnl Register : This puhlicntion is used to announce major proposed 
and final rulemaking issuances, including announcements of new pro­
grnms and regulntions, ns well as policies issued by the Office of 1\fnnnge­
mcnt and Budget, the Depnrtment of Hc11lth, Education, nnd WclCnre, 
and the Public Health Service. I t is nvailnble from the U.S. Government 
Printing Olllce on n subscription bnsis. Tl1e current price is $5 per month 
or $'15 J>er year. 
HEW Grnnts Administrnlion J\1nnun1 : This REW manu11l sets forth 
general requirements thnt nil HEW agencies must incorporate into thefr 
policy documents. Thu PllS 11ccomplishes this by issuing PHS supplu­
mentntions (sec below) to tho HEW mnnunl chapters. The HEW manual 
is avnilnble from tho U.S. Government Printing Oflice on n subscription 
basis. '1'hc cu1Tent price is $Ui.70 (plus $3.!15 for oversell mailing), in­
cluding new chapters ns they nre issued. The price is subject to change 
without notice. 
PHS Supplcmentnlions lo the UEW Grnnts Admini11tr11tion Mnnunl: 
These PHS supplemenlutions ure used lo implement lor PHS the 
policies contained in tho HEW mnnu111. 'fhey nre also used to cslnblish 
i:.ncl implement. PHS grants udminist;rntion policies in are11s not covered 
by the HEW mun11111. PHS supplcmenlntions, therefore, constitute the 
bnsic PHS policy document 11111>licnhlc lo its grnnt progr11ms. Ucfcrcncc11 

I Write to S1111~rlnlcn<lcnl or Documcn!J!, U.S. C.ovcrnmrnt rrtntlnic orr1cc, WMhl1111to11, n.o. 
20402. 
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to these issuances appear in parentheses throughout this hL >klet immedi· 
ately following subject headings, wherever appropriate. 
PHS supplementations nre issued by the Division of Grants and Contracts, 
Office of Administrative Management, PHS.2 They are routint>ly mailed 
as they are issued to the business offices of g rantee institutions on record. 
See Chapters PHS: 0-1, 0-2, and 1-20 for additional information regard­
ing the PHS policy issuance system. 

Applicability 
Except where PHS has been delegated responsibility to act for 

all HEW components in certain specific areas, such as the protec­
tion of human subjects and institutional cost sharing agree­
ments, the policies set forth in this booklet are intended to apply 
only to grants made by constituent agencies and regional offices 
of t he Public Health Service and not necessarily to those made 
by other components of HEW. These policies should be applied 
to all grants having budget periods beginning on or after October 
I, 1976. Any hardships or difficulties experienced by current 
grantees in making changes that may be requi1·ed by this docu­
ment should be reported immediately to the appropriate PHS 
Grants Management Officer. 

Order of Precedence 
In the event there are conflicting or otherwise inconsistent 

policies applicable to PHS grants, the following order of prece­
dence shall prevail : 

1. Federal legislation 
2. Fede1·al reguhtions other than 45 CFR P:trt 74 
3. Terms and conditions of the nward document 
4. PHS supplemental chapters to the HEW Grunts Administration 

Manual issued subsequent to October 1, l!l7G 
6. Policies issued in this booklet 
6. 45 CFR Part 74 

Superseded Publications 
As of October 1, 197fl, t.his bookl~t RupcrserlC's DHEW Publica­

t ion Nos. (OS) 74-50,000 and 76-50,000, clntcd July 1, 1974, PHS 
Grants Policy Statement, and the Health Grants Manual (as used 
hy 'fitle V Soc in! Security P rogram). 

It should be noted thnt the following publicntionR were previ-
ously superseded: 

PHS Publicntion 1301; .Tuly 1, lflG7; PITS Grc111l11 fl)r R oscnroh Prnjcct11 
PHS Publicntion 1302; .July 1, 1967; PllS Grcmte for 'frainino l'rojoot/J 
DH EW Publicntion (NIH) 72-8 ; ,July 1, 1!)72; Gnwt11 I or Rr.scarch 

P.rojcot11 
DHEW Puhlicntion (NIH) 73-9; December 1, 1972; Gra11l11 for Trainmo 

Projool8 

1 Wrlto lo Division or c:rnnl• nnol Conlrnc!Jo, OAM, PllS, l'uktnwn flulhllnK, GGOO Ffahero 
J.anc, nockvlfl~. M1• ryl11ml 208u2. 
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GLOSSARY 

The following are definitions of terms most commonly used in 
the award and administl·ation of PHS grants. 

Buclget-The financial expenditure plan approved by PHS to carry 
out the purposes of the grant-supported project. The budget is 
r.omprised of both the Federal share and any non-Federal share of 
such plan and any subsequent authorized rebudgeting of funds 
(see Prior Avproval below) ; except that for those programs that 
do not involve Federal approval of the non-Federal share of costs, 
such a.':! research g rants, the term "budget" means the financial 
ex"J)enditure plan approved by PHS, including any subsequent au­
thorized rebuclgeting of funcls, for the use of Federal funds only. 
Any expenditmes charged to an approved budget consisting of 
Federal and non-Federal shares are cl.eemed to be borne by the 
grant in the same proportion as the percentage of Fe<.leral/non­
Federal participation in the overall budget. 

Budr1et Pc1·iocl-The interval of time (usually 12 months) into 
which the grant project period is divided for budgetary and re­
porting purposes. 

Direct Assistance-A grant under which goods or services are 
furnished in lieu of cash. Dired assistance generally involves the 
detail of Federal personnel or the provision of supplies, such ns 
vaccineR. Prerequisite to the use of direct assistance is authoriza­
tion by statulc or regulation and preestnblishment of agreements 
between PHS and the grnntee. 
Gra.nt-An award of financial or direct assistance to an eligible 
recipient under programs that provide for such aRsistance based 
on review and approval of an application, plan, or othet' docu­
mcn t (s) setting :fo1·th 11 proposed acLivity o:- program. 
01·a.11/.-S111J7wrl.ctl 1l cli·vilics/ProjoC't-'l'hose activiti es specified or 
clescl'ibed in a granl npplicntion or other document that nrc ap­
proved for PHS funding whether or not such funding constitutes 
all or only a portion of the finnncial support ncces.'lary to cany out 
such aclivities. 
Gmnlcc-'l'hc institution, public or private corporation, orsmniza­
tion, ngency, or other lcgnlly nccountable en tity that receive:-\ a 
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grant and assumes legal and financial responsibility and account­
ability both for the awarded funds and for the performance of the 
grant-supported activity. In certain cases, a grantee may be an 
individual. 

Gmnts Management Ojfice1·-The individual designated to serve 
as the PHS official responsible for the business management as­
pects of a particular grant project (s) . The Grants Management 
Officer serves as the counterpart to the business officer of the 
grantee institution and is the focal point for matters such as 
interpretations of grant policies and provisions. He/she works 
closely with the program or project officer who is responsible for 
the scientific, technical, and programmatic aspects of the grant 
project. (See Progrmn/P1·oject Officer below.) 

In-Kind Contributfons-In-kind contributions represent the vnlue 
of noncash contributions provided by the grantee or third parties. 
In-kind contributions may consist of charges for real propert-y and 
nonexpendable personal property, and the value of goods and 
services directly benefiting and specifically identifiable to the 
grant-supported activity. 

Local Government-A unit of government below the State level, 
including specifically a county, municipality, city, town, township, 
school district, council of governments, sponsor group representa­
tive organization, and other regional or interstate government en­
tity, or any agency or instrumentali ty of a local government, ex­
clusive of ins titutions of higher education untl hospitals. This term 
nlso includes federally recognized Indian tribal governments. 

McLintenance of FJjJorl-A requi rement co11t·ainecl in cer tain legis­
lation, regulations, or ndmi ni!-\lrntive policies stnting lhat n gm.n­
tec must maintain a specified level of financial effor t in :1 spccilic 
a1·en in order to receive Fedcrnl gTant funds, ancl that the F'cdcral 
g1·ant funds may be used only to supplement, not supplant, Lhe 
level of grantee funds. 

Prior AJ>provnl-Wri tten permission provided by an authorized 
ofJicinl in advance of an act lhat would resul t in either (1) the 
obligation 01· expenditure of funds 01· (2) t he pel'formancc 0 1· 

modification of an activity under t;hc gmnt-supportcd pl'Ojcct, 
whcl'e such approval is required. P rior approval must be obtained 
from t;he designated Grnnls Mnnugcmcnt Olliccr fo r the g-ranl 
involved, except that. certain grnntce i11slituti01rn may approve 
some rcbudgcti ng- nctionH unclcr an Tnstitutio1111I Prior Approvnl 
System. (See Prior Approval of Utic of Grants Funds [ncluding 
Rebud1~eti11g- under "Gcmm\l Policiex.") Ooc11mc11lnlio11 ol' the 
approved budget on lhc Notice of Grant Aw1ml constitutc!-1 prior 



approval for the performance of activities and the expenditure of 
funds for specific purposes and items described in the grant appli­
cation unless otherwise restricted by the Notice of Grant A ward. 

Prograni Director/Project Director/ Princi17al Investigator-A 
qualified individual designated by the grantee and, where re­
quired, approved by PHS to direct the project or program being 
supported by the grant. This individual is responsible to grantee 
institution officials for the proper management and conduct of the 
project or program. The grantee institution is, in turn, legally and 
financially responsible and accountable to PHS for performance of 
the grant-supported activity. 

Progmm/ Project Ojfice1·-The PHS official who is responsible for 
the technical, scientific, and programmatic aspects of a grant 
project. Such individuals are involved in many day-to-day con­
tacts with project staff of the grantee institution and work closely 
with the Grants Management Officer in the administration of 
grants. 
Project Costs-Those costs, direct and indirect, incurred to carry 
out an approved grant-supported project. Only project costs in­
curred during the budget period indicated on the Notice of Grant 
Award are allowable unless specific approval to include other costs 
is given by PHS. (See Gmnt-S11•pporf.t:<l fl ctivitics/Profcct above 
and Prcaward Costs undel' ''Coste;." ) 

P1'ojcct P eri0<l-The l:otal time for which support of a project has 
been npprovccl , including nny extensions thereof. 
Stnl<: Gov1w1m1.nnl-Any of the :-;cvel'al Stat:es of t he United States, 
the District of Columbia, the Commonwealth of Puerto Rico, any 
territory or possess ion of the United Stntcs, or any agency or in­
stn.1mcntality of a Stal~, exdmlive of StnLc institutions of hig-her 
cducntion nnd hoRpitals. 
Sli1w11.cl-A payment made to an individual 11ncler a fellowship or 
trnining gl'nnl in nccorclance with preestablished levels. Such pay­
ment.'\ n1·c intcnclccl Lo provide for the indiviclual'R living expenses 
cluring- the period of L1·11ining. 
'l'cnns <1:11rl Go11c1iU011s-All lcgul rcquircmcnb; imposed on n grnnl: 
by the Fcdcrl\I Government whether by slnt.ul:c, reg-ulatiorn;, the 
gr1111t award doc11mc11L iL'lclf, or other documl'nls. 

'J'YJH!S of Grant:.; 

Grnnts can he classificcl in :-;cveral ways, for example, on the 
bnsis of 1rn rp(Jf!C ( rm;cnrch, trai 11 ing, sc1·vicc, olc.) or on the basis 
of mt~thod of HWarcl (formula or 1liscrclio11ary). Set forth below 
iB a b1·icf J.()muml'y of commollly used clcl'limrntions without rcg-arcl 
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to classification systems. Therefore, these designations are nol: 
mutually exclusive. A specific grant might be described by more 
than one of these terms. 

Biomedical Research Support-A grant to assist an eligible insti­
tution to maintain, develop, and advance its biomedical research 
capabilities. An eligible institution must have received a minimum 
level of PHS research project grant funds within a given period 
of time in order to qualify for such a grant. 

Capitation-A grant awarded to an eligible institution to provide, 
maintain, or improve its educational prngram in areas such as 
nursing, allied health, and health-professional education. The 
amount of such an award is based on enrollment factors, including 
the number of full-time students and the potential for increased 
en roll men ts. 

Conference-A grant awarded to support the costs of meetings 
clearly within the areas of PHS program in terests. 

ConsorUmn-A grant made to one institution in support of a 
research pl'oject in which the program is being cal'l'iecl out through 
n cooperat ive arrangement between or among the grantee institu­
tion and one or more parlicipnting instit:utions. 

Construction-A type of facili ties assistance grnnt made to pro­
vide support for building, expanding, and modernizing health 
facilities. (See Facilities Assistcmce below.) 

Co11su.llntion a,ncl l!lducnlion-A grant awarded to develop and 
coordinate the effective pt·ovision of heal th se rvices and to inc1·euse 
public awnrencs1:1 of the nature of panicular health problenrn ancl 
of the types of services nvailnble. 

Coulinuinf} Ed11.cntion-A grant, usually short term, made to pro­
vide support for additional 01· updated trnining- to professionahi, 
parnprofcssionalH, 01· 11onp1·ofcssionals working in ~~given health 
field. 
Dcmoustmlion~A g1·nnt, gcnemlly of limi ted cluration, made to 
establish 01· demon:.;t.mlc the feasibility of n theory 01· approach. 

DiscrcUmuir11 or Projccl,- A grant made in support of an indi­
vidual project in accorda11cu wiLh letd:-ilalion tlwt pcrmitfl PHS to 
exercise judgment in Hclccting t he project, the grantee, and the 
amount of the nw11nl. 
Facilities As.<iisfaucu-A grant macle for the :tcqtli!; ition, 1·emodcl­
ing, expansion, en· lcm;ing- of cx isl.ing fncilil:ics , 01· the constr11<:Lion 
of new f:tciliticH, nnd for Lhc initial eq uipping of such fncilitic.s. 
F'ellowshi1J- An nwarcl made in behalf of an indiviclunl to HUJ)port 
i;pecilic trnini11~~ that will enhance that individual's level of com-
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petence in the particular health area of conc·ern. Under certain 
programs, fellowship reCipients may be subject to service and 
payback requirements. 

F'inancial Disttess-A grant awarded to an eligible institution 
that is in serious financial difllculty to meet operational costs re­
quired to maintain a certain level, quality, or type of health 
liervices or educational program, or that has special need for fhurn­
cial assistance to meet accreditation requirements. 

Ponnula-A grant in which funds are provided to specified gran­
tees on the basis of a specific fo rmula, prescribed in legislation or 
regulations. The formula is usually based on such factors as popu­
lation, per capita income, enrollment, mortality, and morbidity. In 
some cases, such as formula grants to States, these grants are 
mandatory. 

Planning-A grant made to support planning, developing, design­
ing, and establishing the means for performing research, deliver­
ing health services, or accomplishing other approved objectives. 

Resea1'Cl1r-A grant made in support of investigation or experi­
mentation aimed at the discovery and interpretation of facts, re­
vision of accepted theories in the light of new facts, 01· the appli­
cation of such new or revised theories. 

Service-A grant made to support costs for the purpose of orga­
nizing, establishing, providing, or expanding the delivery of 
health Rervices to a specified community or area. 

Study amcl Development-A grant awarded to study and develop 
innovative and experimental progranrn leading to an established 
health services delivery component. 

Trab11'.11r1-A grant awarded to an organization to support costs 
of training students, personnel, or prospective employees in re­
search, or in the techniques or practices pertinent to t he delivery 
of health services in the particular area of concern. Under some 
programs, student trainees may be ~mbject to service and payback 
re(} u i rem en ts. 
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APPLICATION AND FUNDING 

Nonconstruction Project Grants 

All PHS discretionary project grants, except those for construc­
tion, are funded in accordance with the project period system. 
Under this system, projects that wiil continue for more than l 
year may be programmatically approved for support in their en­
tirety, or a portion thereof, but funded in annual increments called 
''budget periods." The total project period comprises the original 
project period and any extensions thereof. 

The length of a project period is determined by PHS on the 
basis of (I) the length of time requested by the applicant to com­
plete the project, (2) the frequency of an in-depth review desir­
able for proper management of the grant project, (3) limitations 
on the length of the project period recommended by an appropriate 
review group, and (4) statutory and regulatory requirements. 
However, except where specifically permitted by legislation or 
regulatio11, an initial project period or competitive extension there­
of may not exceed 5 years (3 years for foreign grunts) . 

The documentation on a Notice of Grant Award of the approval 
of a project period that extends beyond the budget period fot· 
which funds nre provided, includi11g recommended levels of future 
suppor t, expresses the PHS intention to provide continued finan­
cial support to the project; however, t he recommended levels of 
future support within a project period are not guarantees by PHS 
that the project will be funded at thm;e levels. Instead, thei;e 
amounts represent estimates of future funding levels based on a 
projection of the information available at the time of the initial 
award. The actual a:nount o-f sub8equent awards will be deter­
mined by reviewing the proposed project budget, reporl;s o( pro­
gress, other information submitted in the continuation application 
for the budget period involved, nnd the availability of Federal 
funds, and may be subject to 11cgoliatio11 between the grantee and 
PHS. Funding of a noncompeti11g continuation grant within n 
previously apprnvecl project period may be withheld fo1· justifiable 
reasons. Sec Wilhholcling of Support under "Change!> in Project" 
for cletail::;. 
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The following information is pertinent to the application and 
funding processes of the project period system. Additional infor­
mation may be found in the Changes in Project section. 

Applications 

New 

New applications are those submitted for a project or program 
not currently receiving health agency support. If approved, they 
must compete for available funds in accol'dance with funding 
priorities. 
Application forms and information concern ing deadlines for 
submission of applications can be obtained by contacting the 
appropriate headquarters or regional office. A listing of the re­
gional offices is provided in the appendix to this policy state­
ment. Research grant application forms for some progmms may 
be obtained from the requesting institution's application control 
office or from the Division of Research Grants, National l1rnti­
tutes of Health. 

Continuation 

Funds for subsequent budget periods within an approved proj­
ect period must be requeRted in an annual application, which is 
routinely mailed to the grantee several months before the begin­
ning elate of t he next bttdJ{et period. If the form i~ not received 
at the proper time, it is the responsibility of the grantee ilrnti­
tution to re.quest thii-; application form . Jn the case of re::;earch 
grants to ins titutions with designated application control officeR, 
a lii:;ting of continu ing projects is supplied to that office. The 
level of funcling for the ensuing buclt"et pel'iod will be cletel'­
mined from rev iew of the appli cation wilhin the frnmewo1·k or 
the approved level of support, the prog'res::; reported, and lhc 
availability of funds, and may be irnbject lo negotiation bdwccn 
the grnntec and PHS. 

Com1rnliug l~.i·f. f:usion 

Unless rcstl'ictccl by Lhe g-overnini.r legislation or regulations, 
when a granl nears the encl or the period approved for s11p11ort 
ancl the g'J'antec wishes to continue Lhc project, n c·ompeting- ex­
tension applicalion must he s11bmiUecl in acconlanec wit.h lhe 
eslablishcd deadline dales for the prog-1·am. The competing- ex­
tens ion application will be reviewed in the same manner as a 
new applicaLion nncl must compete for available f11ndH. If ap­
proved, the cxlcndccl pc1·iod 11f support is trcnl.e<I ns a conti nu­
ation of the ol'ig-ina l project period. 
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Supplement 

If, during the current budget period, funding is required over 
and above that in the approved budget, and such funds are 
not otherwise available,. a supplemental application may be 
submitted. If awarded, the additional amount becomes part of 
the current grant. 

Program expansion: Supplemental applications for exp" 1si.- of a project 
or program scope or research pl'Otocol arc subject to U ; s1i.::1e deadlines, 
processing, and competition for available iunds as a new .pplication. 
Administrali\•e increases: Requests for supplemental funds to meet in­
creased administrative costs that take effect during a current budget 
pel'iod, such as fringe benefits or organization-wide or other salary in­
creases not included in the grant application, may be requested in an 
application or letter signed by an authorized grantL'e official. Such requests 
are usually noncompeting but arc subject to PHS approval and the avail­
ability of funds. Requests for supplemental funds to meet increased ad­
ministrative costs for subsequent years may be included in the application 
for continuation support. 

Funding 

The initial grant award provides funds for the conduct of the 
project during the first budget period and indicates the support 
recommended and expected to be made available annually for each 
of the remaining budget periods comprising the project period. A 
budget period is normally 12 months and is funded from a s ingle 
annual appropriation. Shorter or longer budget periods may be 
established for compelling programmatic or administrative rea­
sons such as to arrange more advantageous anniversary dates, to 
allow for project periods not evenly divi sible into 12-month incre­
ments, or to accommodate a change in the grantee's business 
cycle. 
Grant funds, including authorized carryovers, may be obligated 
or expended by a grantee only to the extent authorized by PHS in 
an approvecl budget shown on a. Notice of Grant Award and per­
mitted under the authorities given to the grantee for the rcbudget­
ing- of funds clocumented in nn approved budget. (Sec Prior Ap­
proval of Use of Grant Funds lncluding Rabudgeting under "Gen­
eral Policies.'') 

U 110/>li!J<rlerl 8a/(lnces ( Ei;limaled or llclual) 

At the option of PITS, estimated or actual unobligntcd balnnces 
remai ning at the end of a budget period may be treatecl in the 
following ways: 

1. AR nn offsut (llu<lucLion) from Lhc continu11Lion uwnrd, if Lhcrc is one. 
2. As n cnrryovcr for use in a 1rnhscqucnt budget period, us addilionnl 
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funding authorized for purposes requested and justified in the con­
tinuation year aJJplication. 

3. As a i·efund to the Government. 

Construction Grants 

For construction grants, usually one award is made on the 
basis of one application covering the entire project and may span 
more than 1 year. The project period concept and annual award 
basis are therefore not generally applicable to construction grants. 

Formula Grants 

Formula grant funds are awarded annually on the basis of a 
specific formula, for the length of time and after review of a plan 
or application as specified in the governing legislation or regula­
tio11s. The project period concept is not applicable to these grants. 

The authorizing legislation for most PHS formula grant pro­
grams under which St<ttes are the eligible recipients contains pro­
visions that a State must, as a requisite to receiving allotted funds, 
have a State Plan or application that has been reviewed and ap­
proved by appropriate Federal officials. The State Plan or appli­
cation must set forth the Stat e's plans for providing the health 
services or facilities required by the authol'izing legislation and 
must document the Sta ./s provisions for complying with other 
Federal requirements f , I' use of the a llotted funds. Such provi­
sions usually include insuring scope and quality of services; insur­
ing compatibility with other health activities of the State; main­
taining personnel standards, includi ng me1·it systems and equal 
employment opportunity requirements: providing proceclmes fo1· 
informing t he public of kinds an cl Jocatioll':; of services available; 
maintaining rc?Corch; and proper accounting procedure:;;, etc. 

The PHS has adopted a simplified system of administering those 
formula grant programs requiring approval of a State Plan or 
application that arc administered on a clccenlrnlizecl ba:-;is by the 
PHS regional offices and, at the option of lhc npproprintc PHS 
agency head, for such formula gnmt programs administered by 
headquarter::; oll1ces (sec Chapter PHS :5-501). Under this sys­
tem, the State Plan 01· application documents arc incorporalccl by 
1·cfcrenCt? in a ccrt.ilication after an onsite revi ew of the cloc11-
mcnts, usually in the State's ollicmi, satisfie!'l the PlIS r eviewers 
that applicable rcq11ircmcnls have been met. The PH8 reviewers 
use a State Plan/ Application Chccldist to ascertain compliance 
with lcgislnlive and regulatory r equ irements. 

'l'he certification, a proposed budget, and any req uir ed support­
ing documents musL UC :-;uhmittccl to the omce of Lhc 8tntc Govcl'-
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nor for review and comment prior to submission to PHS. A mini­
mum of 45 days must be allowed for this purpose. The signature 
of the Governor or his designee on the budget form will indicate 
that the State agency administering the formula grant pro­
gram (s) has complied with this requirement. While a new certifi­
cation is not required annually, a budget and any required sup­
porting document.c; must be submitted each year as a prerequisite 
to the receipt of allotted funds. The requirement to afford the 
Governor the opportunity to review and comment also applies to 
fo1·mula grant programs to States not administered under the 
simplified system. Action will be taken on State Plans or applica­
tions that are not in compliance with Federal requirements and 
standards in accordance with the provisions of Chapter PHS :5-
500. 

In addition, the State Plan or application must be reviewed by 
the Statewide Health Coordinating Council (SHCC) for con­
formance with the provisions of the State Health Plan required 
by Section 1524 of the PHS Act. A p~riod of 60 days is allowed 
fo1· this review. (See Health Systems Agencies under "General 
Policies" for the corresponding reviP.w requirement for projP,ct 
grants.) 

Tiie Notice of Formula Grant Award is the official notification 
to the State agency dcsigna~ed to administer the particular for­
mula grant program that the State Plan or application has been 
approved. 
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COSTS 

The cost of a grant-supported activity is comprised of the allow­
able direct costs incident to its performance plus the allocable 
porthm of the allowable indirect costs of the institution, less ap­
plicable credits. 

The principles for identifying and measuring such costs, as well 
as for determining their allowability and allocability, are pre­
scribed in Subpart Q, Title 45, C~de of Federal Regulations, Part 
74 (45 CFR 74). Subpart Q p1 ;?:scribP.s four separate sets of cost 
princ iples. Each grantee is Slloject to only one SPt, according to 
the classification of that grantee; however, a subgrnntee or cost­
type cont ractor under u PHS grant is subject to the cost principles 
according to its classification, which may not necessarily be the 
same as that of the grantee. When the cost-type contractor is a 
profit-making organization, it is subject to the cost principles 
found in the Federnl Procurement Regulation:~ ( 41 CFR Subpart 
1.15.2). The fou r sets of cost pl'inciples and thei r applicability nre 
as follows: 

45 CFR 7'1 

A ppendix C 
Appendix D 
Appendix F. 
Appcnclix F 

Applicnblo ,,_ 

SLnle nnd locul government ni..rcncies 
I nllLitulio11s of higher ecluc11lio11 
llos11iu1ls 
Non11rofil org:miznllons 

Gener:•lly, the cost principles pcrrni l a g-rnnlcc instilulion lo 
e8labli . 1 and llRe its own accoun ting syRtcm for determin ing co:-<ts 
as long as it is lin~cd on souncl accounting- conccplR consi:1lenlly 
npplied to all i11sli lutional aclivilics rcgarcllcss of the source o r 
fun ds used lo support those activities. Also, whi le cosll'l may hl: 
treated either as direct o;· indirect <'OSIR depend ing- 011 lhc account­
ing syi>lem bcinl{ used, c:cl'tain types of r.xpcnses arc wrnnlly co11 -
si clcrctl ns indil'cct <' O.o.;ls (sec l11rlircct CosL'\ under this RCClio11). 
If s uch cosl:-1 arc C'lial'gcd cl ircclly to n g-rnnlrsupportcd projct'I, 
lhc gTant cc must assmc thnt similar types of costs Hl'C ch:1rJ.{c'cl 11s 
direct. costs in 1dl other work of the inst ilulion. 

Atlclilio111tl i11forn111Lio11 rci.rn rdinl{ dirc<'l cosl-;, indi rect costs, 
1\nd npplic·alile credit :-< is prost•ntt!cl below. 
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Direct Costs 

A direct cost is any cost that can be identified specifically with 
a particular cost objective. Applicable HEW cost principles· govern 
with respect to general rules of allowability, unallowability, or 
circumstances of allowability of costs charged to grant-supported 
projects. These general rules may be qualified by legislation, regu­
lations, or PHS policy applicable to a particular grant-supported 
project or class of projects. If a grantee is uncertain whether a 
cost is allowable, the grantee should contact the appropriate PHS 
Grants Management Oflker. Outlined below are examples of allow­
able and unallowable expenditures most frequently encountered as 
direct costs under one or more PHS grant programs. 

Advertising.-Allownble fo r recruitment of staff for project, pro­
curement of scarce items used in conduct of project, disposal of 
scrap or surplus materials, and bid advertising under construction 
grant programs . 

. 4ir Condilioni11g.-Usunlly this is a utility cost for which the 
grantee is responsible as a normal operating cxpen~e reimbursed 
through the payment of indirect cost. If the grantc~ proposes to 
charge nir-conclitioning equipment as a direct cost item, the equ ip­
ment will be defined und treated as general-purpose equipment. 
(See Property Management under ''General Policies.'') 

JlllerCJliofl an<l RcmovalioT1.-Alterntion nnd renovation costs that 
constitute new construction, relocation of exterior wnlls, roofR, 
nnrl floors, or completion of unHnishcrl shell space to make it suit­
able for human occ11 pnncy are considcrccl to be construction; 
thet·eforu, their associated cosll'l nrc unallown.hlc as chnrgeH to 
PHS g-rnnt,..supported proje<'ts unless lhc program legislation spe­
cirically a11thol'it:cs alteration and rcnovntion or cmrntruclion . Such 
expend itures, if nllowablc, would he subject to policies governing 
comilruction. (St!e Construction u11de1· thi s scclion and Construc­
tion < ~ 1·ants under "Gc11crnl Policies." ) 
Allcratio11 and ru11ovatio11 costs Urnl do not co1rntitutc co1rnl1·uclio11, 
as above, arc nllowablc, s11bjccl lo the JimitalionH Hcl fo1·th In 
Chapter PJTS: 1-'1'1 and s11mnwri:t.Nl below. Such coslH ar<! nllow­
nblo to nclnpt space or ulilities within a completed Hl1·11<'t11rc to 11c-­
complish lhc objective of the granl-H11pporlcd activity, provided 
tlrnl (I) lhc J,r1·11ntcc i H 11ol m1 i11clivi1l11al 01· a foreign il1Rtit11tio11, 
( 2) the h11 i lei i nJ{ has n usable Ii l'c consi!1le11 l, with 1irog r 1llll p11 r­
()01:1Cs nncl iH nrchitcd11rally ~uit.nhl u for co11vc1·Hiu11, (3) lhc alll!l'­
nlion 1111d rc11ov11t.io11 h; csmmtial to the p1·ojocl :-111pport·cd by the 
rcrant, and ('I) the ~pncc iuvolvc!ll will aclunlly be occupied by th<! 
project. Jn i; itunlionH when• lhc Hpn1.·c is rented, in ordc1· for lhe 



costs of the alteration and renovation to be allowable, the grantee 
must secure a lease for the length of the project. (See Rental or 
Lease of Facilities and Equipment under this section.) 
Limitations on allowable costs: 

l. The amounL budr;ett'd or used for alteration and renovation u11cler a 
single ~rnnt during any consecutive 3-year period cannot exceed the 
lesser of $75,000 or 25 percent of the tot.'ll funds appro,·ecJ for direct 
costs for such 3-yeni· period, unless a waiver is obt.'lincd from PHS 
in accordance with the provisions of Chapter PHS: 1-411. 

2. The amount of grnnt funds rebudgctcd for alteration nnd renovation 
durini:: a budget period cannot exceed $1,000 without. the prior ap­
proval of PHS. 

If pl'oject funds in excess of $10,000 are used for all or part of an 
alteration and renovation project, the grantee must be in compli­
ance with the equal employment opportunity provisions of Excc­
:1tivc Order 11246, as amended, and with the applir.able rules, 
regulation1;, and pl'occdul'es prescribed pursuant thereto. 

llnima/s.-Chnrgci-; for the acquisition, care, and use of experi­
mental animals are allowable. (See Lauoratory Animals, Care 
and Treatment under "General Policies.'') 

flad Debls.-Not allowable. 

/Jmuli11r1. -Allowaulc. Crnntees shall observe their regular re­
qu irements a11cl prnctice:-i with respect to bonding and insurance. 
PHS will nol impose 11d11it ional bonding nnd insurnnce rcquirc­
mcnLc;, including' fi<lclity bonds, except in U1e case of consLt·ucLion 
gmnls (inclu<lini~ allcrnliun and rcnovntion) exceeding $ 100,000, 
loan gunrnnlcc programs, and grants to individuals. 

Romo; J>a11111<•t1ls.-A llowablc as part of a total compcnsnLion 
paclrnge prnvidcd Lhat such 1mymenli-; are reasonable and arc made 
nccorcling lo 11 formal policy of Lhc grantee i11stituLio11 that is con­
:"ish~ntly applied. 

llook.'i a11tl l 1ffiodicalH. - Allowablc where required for the co11-
d11ct of Lhc 1u·ojccl. Such ilems mny bn nllownulc ns indirect cosls 
when (lhlninc<l for lihrnt·ics for Lhc g"enernl use of in~lit11Lio 11 slnff 
11nd stud en ts. 

Cliild-C<1rt• Cm1ls.- J\llnw11hle lo misist pnlicnts i11 receiving hcallh 
sm·viccs and to p1mnit con•n11ncr board members to attend board 
meetings. (See Consumm·; Pl'Oviclcr Pnrli<'ipnt.ion under this Hcc­
lion.) Such costs mny 11lso IH' nllownblc as n fri11J(c benefit ror cm­
ployel'~ worl<l11~ 011 a g-1·a11lrsupporlctl project (Sec Ji'rin).('t! Hcnc­
llls 1111<le1· this H<?ction.) 

Co1111111111icallm1.11.-C:osl s rcsu lti11J.{ from lot·nl nnd 1011~-<listancc 
lolophonc cnlls, lclcphonc s111·vey8, lcl<:'granrn, poslng-c, etc. , nccc:-;­
:mry lo thu projl•d, n11d noL trcnlctl ns i11dirccL coRls, nrc nllownblc. 
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Constructio11.- Allowable only when (1) the program legislation 
includes specific construction authority and (2) PHS specifically 
authorizes such costs. (See Construction Grants under "General 
Policies.") 
Allowable and unallowable construction costs include, but are not 
limited to, the following : 

1. Allowable Costs 
a. Site survey and soil investigation 
b. Site clenrance (as long as reflected in bid) 
c. Sidewalks necessary for use or facility 
d. Driveways to connect with public <roads 
e. Parking areas 
f. Bid advertising 
g. Architect foes 
h. Liability insurance 

2. Unallowable Coslil 
a. Relocation of utilities 
b. Otrsitc improvements 
c. Consultant foes not related to actual construction 
d. Donated equipment 
c. Equipment purchased through n conclitionnl sales contract 
f. Bonus puyments to contractors 
g. Damage judgment suits 
h. Fund-raising expenses 
i. Legal services not related to site acquisition 

Consultant Services (Chapter PBS: 1-45).-The use of project 
funds for the payment of foes to consultants (from both within 
and outside the grantee organization) is allowable 11nder the co11-
ditions indicated below. Charges to project funds may include 
fees , travel, and suppo1·ting costs (per diem or, where npplicahle, 
subsistence). Consultant foes are not generally pnid to an em­
ployee of the Feclernl Government. (For exceptions, see Federal 
(U.S. Government) Employees under this section.) 
It is expected that (1) grantee organizations will normally have 
their own policies with respect to use of consultants , (2) those 
policies will npply rcgnrclless of the source of support, and (3) 
they will include the following as minimum stnndm·ds for docu­
mentation in sup1)ort of the w~e of consultants : 

1. There must he evidence lhul the services to be provided urc cRscntinl 
nnrl cnnnot be pl'ovidc<l by pol'snnR receiving Rnlnry support 1111clc1· the 
grunt. 

2. 1'hcrc must he evid~1cc that n ack'Clion process hu!I hccn employt!cl to 
secure tho mosl qunlillc<I pcl'son nvnilnblc 111111 Umt the i1elrction hns 
bC<Jn npprov<.'d hy ll senior orriccr or t ho gl'l\ntco onnmizalion. 

3. 'rhcrc must be evidence thot Uw chnrge i11 llllfll'OJ>rinln considering tho 
qunlillcntions of Lhe co11sult1111l, hls/l1or normnl chnl'gcs, mu.I lhc 11at11rc 
of tho services 1'<!111lorod. 

Special condi tions, in addition lo those above, applyin~ to c1:uca­
tional institutions nrc: 



1. If the consultant is an employee of tl~e grantee fostitution, the consul­
tation must be across departmental lines and in addition lo regular 
duties, or it must involve a separate or remote operation, and the work 
performed is in addition to the consultant's regular departmental 
workload. 

2. The determination as to compliance with the above provisions may be 
made at the grantee level only by the head of the institution or his/her 
designated representative. 

Consumer·/ Provider Participation.-Allowable in accordance with 
specific program regulations or guidelines. When not specifically 
authorized by program regulations or guidelines, only the follow­
ing costs are allowable subject to the prior approval of PHS: 

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

2. If not reimbursed to participants as per diem, ice, or otherwise, the 
t•earnnable cosls of neccssa1·y meals furnished by the i;rantee to 
consumer/provider participants during scheduled meetings. 

Contingency Funds or Reserves.--Use o( project f unds for con­
tingency accounts or reserves is generall:1· not allowable. Contin­
gencies may be allowable where they arise from presently known 
and existing conditions, the effects of which nre foreseeable with­
in rensonnble limits of accurncy, such ns accrued vacation costH. 

Unless otherwise restricted by the terms and conditions of the 
award, grantees may use grant-rela ted income to develop ancl 
maintain a reserve fund to offset underestimates of funding needs 
for approved activities and fol' complying with State requirements 
for prepaid health cnl'e sel'v iccs. Amounts placecl i11 such reserves 
may not be used for matching. (Sec 42 Cfo'R 50, Subpart A, section 
50.107). 

Confraceplive Costs. -Allowable when co11trnceptivcs arc pr<'­
scribcd by a physician in conncclion with services proviclecl as an 
integral part of the gra11l-s11ppnrtccl project. 

Contracts for Materials am/ Genl'rnl S11111101·t Sl•1·vic<•s.-Allow­
able. All 1n·oc11rc111c11L t.ransactiom; shall be conducted in a manner 
RO as to provide open and free competition lo the maximum prac­
tical extent. 

Cusloms and lmpnrl Dulfos. -Allowable <?xcepl; on grnnts maclc 
to foreign in::;Litutions. Charges may incluclc consul:w f ccH, cuH­
tom!'I su rtax, val11c-a<lclccl lnx, 1111c1 olhcl' l'Clatccl cha rges. 

IJ<•fffcciatio11 m· Use Chttr(Jes.-Normally not allowable as a direct 
cost uul may IJe included in lhc g-rantee's inclil'cct cost pool. De­
preciation 01· use charges on equipment en· buildings, the coflt of 
which wu:; cha l'gccl to 11 feclcrally suppot·tecl project, m·e 1111-

flllownblCI. 
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Donors.-Payment is allowable to volunteers o~ research subjects 
who contribute blood, urine samples, and othe~ body fluids or tis­
sues that are specifical.lr project related. 

Drugs.-Allowable. See 42 CFR 50, Subpart E, for the maxi­
mum allowable cost for drugs under PHS grant-supported projects 
for health services. 
Project funds may not be used to purchase drugs classified by the 
Food and Drug Administration as "ineffective" or "possibly effec­
tive" except in approved clinical research projects or in cases 
where there is no alternative other than t herapy with ''possibly 
effective" drugs. 

Dues.-Dues for membership in professional organizations or 
societies are allowable if it can be shown that such membership 
is necessary to accomplish the objectives of the project. 

E1zlertain111cnt.-Cost.s of amusements, social activities, and in­
cidental costs related the··eto, such as meals, beverages, lodging, 
and transportation, are not allowable. 
Equipment. -Allowable. For policies governing t he acquisition of 
equipment, see Property Management, and Prior Approval Re­
quirements Including Rebudgeting under "General Policies." 
Equipment Maintenance and Repairs. -Allowable on equipment 
used specifically on PHS grant-supported projects where neces­
sary to keep the equipment in efficient operating condition. 
Equipment Rental. -Allowable. For add itional details governing 
the amount of allowable costs that may be charged for rental or 
lease of equipment, sec Rental or Lease of Facilities and Equip­
ment under this section. 
Federal (U.S. Government) Employecs.-Thc following rules 
npply to payments made from a grant to Federal employees: 

18 

l. ConAultnnL fees : Not nllowablc, except when all of the following con­
ditions nn1>ly: 
n. The employee!! nrc meclicul 11crsonnel of the Unifom1ecl Services of 

the United State.Of (except Commissio11cd Officers of t.hc Puhlic 
Hc11llh Service) proviclini.:- the lci11d, ty(lc, 1111d uxtcnt of mcclicnl 
sc1·viccs npprovcd in the i.:-rnnt uwna·d. 

1'. A<ll~quntc numbers of qunlificcl civilian pOrRonncl nrc not avnilnblc 
to )lrovicle the kind, lypc, nncl cxl.cnL of meclicnl sc1·vicr.s 11pprovc1I 
in tho grnnl award nncl mcclh:nl pcr:mnncl of the Uniformed &rviccs 
of the Unit.eel Stnlcs (cxcr.pl C<nnmh1sioncd Officers of the Puhlic 
IT<:nlth Service) 11ro hired only in nddilion t.o thoRc qunlific<I civilinn 
mcdicul po1·so11ncl. if 11ny, who nn! nvullnhle. 

c. T he mcdi('nl 1>c r~onncl of the Uniformed Sm·viccs of t.ho United 
St.ntcR (except Commissionccl Officcr::i of the Public HcnlLh Service) 
hired mi consulwnls hnvu prior written 1111thori:rnt.ion from their 
commnncling orficcrs t.o work on lho ~rm1t.-supportcd nctivit.y un<l t.o 
bt! pnill for their dforlM. 



2. Outpatient or s ubject costs: A11owable when the employee is a patient 
or subject undergoing study in connection with activities supported by 
the grant. 

3. Salaries and travel: Allowable when the cmploree is: 
a. Working under a grant to u Federal institution . 
b. During nonduty hours, in leave-without-pay status, or on detail to 

a Stnte or local itovcrnmcnt, provided (1) reimbursement is in ac­
cordance with terms mutually acceptable to the grantee institution 
and PHS, and (2) nil parties concerned are assured that there is 
no possibility of dual compensation or a resulting conflict of interest. 

Fringe Benefits.-The employer's share is allowable as a direct 
cost (if not included as an indirect cost) in proportion to the 
salary charged to the grant to the extent that such payments are 
made under formally established and consistently applied institu­
tional policies. Fringe benefits are not allowable for trainees on 
training grants. 
Tuition or tuition remission for employees other than students or 
for members of the employee's family is allowable as a fringe 
benefit if such benefits are granted in accordance with established 
institutional policy consistently app1ied without regard to the 
source of funds. For policies applicable to tuition remission for 
students working on grant-supported projects, see Salaries and 
Wages under this section. 

Fund Raising.-Not allowable. 

Honoraria.-Not allowable. An honorarium is considered a pay­
ment or reward where the primary intent is to confer distinction 
on, or to symbolize respect, esteem, or admiration for, the re­
cipient. 

llospita/izalio11.-See Patient Care Costs under this section. 

/ mmrance.-Insurnncc is usually treated nnd reimbursed ns an 
indirect cost. In certain situations, however~ where special insur­
ance is required because of risks peculiar to the project, the pre­
mium may be charged as a direct cost if collsistent with institu­
tional policy. Such premiums may include those on hazard, mnl­
practice, and other liability insurance f-o cover grant-supported 
personnel and acti vi lieR. 

Grnntce 11nticnlr.;: Pnyment of hcnlth insurance premiums for tnrgot popu­
l11tions cnn ho chnrgctl lo PBS grnnl!I whrn specilicnlly npproved by PJJS 
nntl under th!! following conditions: 
1. The n •cipienl ii; otherwise qunli ficd to rt•t>e ivc the b1~ne lils of the grnnl· 

lnrg<!ted 1w1·viccs but 1locs not hnvc ncccss to covcrni::-e under other grnnt 
111·01,p·11111s or thinl·1>11rty mcch11ni!m1s such m; Medicare, Medicnicl, nm! 
Tithi XX. 

2. Tho recipient is below the progrunHlofinecl income level nt which hch1ho 
might. ho ex1icctud t.o pny for health scrvil'<.tS or purohnso licnlth Insur· 
nnce. 
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3. The recipient is located in an area where there are applicable prepaid 
capitation or insurance programs for which the recipient is eli1,5ble and 
such provider is a qualified organization approved by PHS. 

Equipment: Costs for insuring equipment purchased with gro~ 1t funds 
should normally be included in indirect costs. However, with prior approval 
of PHS, such costs mny be allowable as direct charges if it is normal insti­
tutional policy to treat such costs as direct costs. 
Ce>sts of insurance on Government-owned equipment arc not allowable either 
as direct or indirect costs except to the extent that PT:IS has specifically 
required 01· approved sueh costs. 

Interest Cosls.-Not allowable, unless sper.ifically provided for 
under program legislation such as that authorizing interest sub­
sidies and loan guarantees. 

Land or Buildings.-Purchase costs are not allowable unless spe­
cifically authorized by program legislation and provided for in the 
grant award. However, use charges or depreciation on buildings 
may be included in the institution's indirect cost pool. 

Leave.· -Allowable for employees and may be treated as a direct 
or indirect cost depending on institutional policy and its consistent 
application. If a grantee institution treats leave (sick, vacation 
or other) as a direct cost as part of the costs of salaries and wages, 
it must be prorated in accordance with the time or effort applicable 
to the project. The number of days allowed for leave should be 
governed by established institutional policy and be reasonable in 
relation to accepted practice among othe.r institutions of compar­
able nature. Leave is not allowable for trainees and fellows. 
Trainees and fellows in academic institutions are not entitlecl to 
vacations as such. They are entitled, however, to the normal stu­
dent holidays observed by their training institutions. Trainees and 
fellows in nonacademic institutions are entitled to the holiday and 
vacation schedule applicable to all trainees and fellows at the in­
stitution. 

Legal Cosls.-The costs of legal services, where required in the 
administration of a grant-supported project, may be allowable if 
reasonable und supported by adequate documentation regarding 
the need for such services. Costs may include retainer fees if sup­
ported by evidence of services available or rendered. Costs of 
legal serviceH incurred in connection with the prosecution of 
claims against the Federal Government a re not nllownblc. 

Library n"'l Information Scrviccs.-Allowab1e as a direct cost 
when specificnlly required for the conduct of the project and 
identifiable us an integral part of the grant-supported activity, for 
example, in those pl'ogrnms designed to clevelop nnd support such 
services. Genernl library support is not 11.llownble ns n direct cost 
but may be included in the grantcP.'s indirect cost pool. 
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Meals. -AJlowable for subjects and patients nnder study, or 
when an institution customarily provides meals to employees 
working beyond the normal workday, or as a part of a formal 
compensation arrangement. Guest meals are not allowable. See 
Consumer/Provider Participation under this section regarding 
the allowability of costs of meals for consumer/provider partic­
ipants in grant-supported activities. 

/J'lotion Pictures and Television Programs.-Allowable only with 
approval of PHS. (See Motion Pictures and Television Programs 
under "General Policies.") 

Moving Costs.-See Recruitment Costs, Relocation Costs, and also 
see Transportation under this section. 

News Release Costs.-Allowable with specific approval of PHS. 

Nursery /tem~.-Allowable for purchase of toys, games, etc., to 
allow patients to attend clinic sessions, or for diagnostic or ther­
apeutic purposes in child development clinics and s imilar pro­
grams. 

Overtime .. -See Salaries and Wa15es under this section. 

Patient Care Cos ls. -Costs related to routine and ancillary medi­
cal services on either an inpatient or outpatient basis are allowable 
provided the grantee has obtained prior approval from PHS for 
the need to treat patients ancl to incur µaticnt care costs in the 
project receiving grant support. The irll'.urrence of patient care 
costs in excess of the amount included Ill the approved budget 
must have prior approval. (Sec Prio1· Approval Requirements In­
cluding Rebudgeting under "General Polides.") In the case of 
research grants, the institution will be rein1bursed in accordance 
with the provision:; of HEW Grants Aclminish'a,tion Mnmutl Chap­
ter 6-50. For all other g1·ants, reimbursement will be made on the 
bnsis of "reasonable cost'' as sci; forth in the Principles of Rcim­
lmrscm cn/. fu1· P·1·0·11i<lc1' Cosls (under Title XVIII of the Social 
Security Act) puulishe<I by the Social Security Administration, 
JIEW, except where a different basis for reir1bursemenl is sel 
forth in governing programmatic regulations (JJ' r11hlelines. 

Patient care costs do not incl11clc tlw othorwi:;e allownule items 
of personal expense reimbursement, such ai:; patim t travel or suh­
~tislencc, commlting- physician fees, 01· any other direct puymcnls 
l'clatccl to all classes of patients, including inpatients, oulpntients, 
~ubjecl.s, volunteers, and donors. 

l 'rC'aw(lrc/ Gns/s.-Costs incul'rccl prior lo lhc begir.ning <lnt<\ of 
the lrndgct J)Ol'iOll of a new grant or a t'.Ompctin1t exl.1 •nsion of an 
i;xisling g-rnnl arc not nllownblc unless aulhorir.ccl in writing hy 
r.,n ofTicinl who has been formully dclcgntcd the author ity to obli~ 
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gate the Government for grant awards, and such costs are specif­
ically identified in the grant award. However, a grantee may, at 
its own risk, incur obligations and expenditures prior to the be­
ginning date of the budget period of a noncompeting continuation 
grant that is within an approved project period and may charge 
such costs to that continuation grant, provided (1) the costs con­
cerned are considered essential to the conduct of the project, (2) 
the costs are otherwise allowable under the continuation grant, 
and (3) that when required for specific expenditures, prior ap­
proval was obtained. 
Under construction grant programs, costs incurred prior to award 
for architects' and consultants' fees necessary to the planning and 
design of the project are allowable if the project is approved and 
funded. 
Publication Costs.-Costs of publication of work in scientific and 
technical journals may be paid from project funds if all of the 
following conditions are met: 

1. The pnpc1· reports work supported by the grant. 
2. The merit of the paper is the first criterion in ncceptnnce for inclusion 

in the journal. 
3. Any chn1·gcs for publicntion by the journal arc equitably applied to all 

papers regardless of the source of tinanciul support. 
4. The journal involved is not operated for profit. 
5. The copyright is owned and munugcd by n nonprofit institutiorL 
6. Prior apprnvnl is ohlninccl from PHS if required by the npplicuble cost 

principles. 

Such costs may include amounts for special plates, charts, nncl 
cliag1 .111s, part of the cost of all papers published where required 
by the scientific journal, and reprints of the published material. 
Costs of publishing book::;, monographs, nnd pamphlets reporting 
the work supported by a grant arc allowable with PHS approval, 
where required. For additional details, see the sections c11lilled 
Publkation and Publicity and Grant-Related (P1·og-ram) Tncomc 
under "General Policie!:l." 
Recruil111c11t Cosl.'I. -Allowable when an inclivirlual is recruited 
for employment by the grm1t.ec inst itution if payment of irnch costs 
is normally mnclc by t.hc grantee institution regnnllcss of the 
source of funds and is made pursuant lo n well-mnnag-ccl recruit­
ment proi"tnun. 'l'hcsc costs may inclucle hclp-wanlcd adverti sing 
costs and !. rav<~l costs i ncurrccl by npplicnn ts with re l-ipcct to pre­
employment interviews. Such travel costs should also he paid in 
accordance with cstnhlished i1u;titutionnl policy nnd should be 
rensonnble with rci.wrcl to the numher of trips rcquirccl, mocle of 
transportal.ion, and sul.{bsistence rates, nmong other considc1·-
11tions. Grnnt funds may not be used lo pay prospective t rni11ces 
or fel lows for travel or other related recruiting- coi:;ts. 
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Registration Fees (For Symposiums and Seminars).-Allowable 
if it can be shown that they are necessary to accomplish project or 
program obj ectives. 

Relocation Costs.-Allowable when such costs are incurred inci­
dent to the permanent change of duty assignment (for an in­
definite period or for a stated period of no less than 12 months) of 
an existing employee or upon recrui tment of a new employee, pro­
vided that the move is for the benefit of the grantee institution 
and payment is made in accordance with established institutional 
polic\cS consistently applied regardless of the source of funds. 
These costs may include transportation of the employee, his/ her 
family, dependePts, and household goods to the new location. 
Where rclocatioJl costs have been incurred in connection with the 
recruitment of a new employee and the employee resigns for 
reasons within his cont.rol within 12 months after hire, the institu­
tion must credit the grant account for these costs. 

Re11lal or Lease of Facilities and Equipment' (Chapter PHS: 
6-10).-Allowal>le. Due to the complex nature of determining the 
amount of such allowable costs, however, grantees are encouraged 
to c0nsult Chapter PHS: 6-10 and the designated PHS Grants 
Management Oflice 1· p1·ior to entering into lcaseH that wi ll result 
in charge!-! to project funds. 

Rental costs un<ler long-term lenses arc allowable only up to the 
amount lhe lessee would be nllowed under applical>lc HEW cost 
principles had it purchased the property on the elate the lease 
ngrecmcn t was cxcculcd. However, if the lessee can demonstrate, 
based on the facls ex istent at the ti me of the decision t.o Jcnsc on 
a long-term hm;is, that such leasing ( l) will result in less cost to 
the Jegsce over the lolnl period Lhut the property will he used in 
the lessee's operations or (2) is clearly 11ecessary in light of the 
particular circ nmslnncc~; involved, the rental costs for Lhe term of 
ihc lease mH,\' ue chn1·g-cd to the project , subject; to the same cri ­
t cria set forth fo r short-term leasing in Chapter PH S :ti- I 0. 1f 
the lesi.;cc s11bseq11c11tly 1·crwws the lcnse, it must aga in dcmonsll·nto 
that leasing will resul t i11 lc:-1R cost or is clearly necessnry in light 
of the d 1·cumslances involved in order to continue hnvinJ.r rcntnl 
costH cvaluutc<l by the cri teria for shorl-lcrm leasing. 

CostH of rcntin~ fnci li lics mtcl equipment where one 1mrly to the 
J'enlnl ug recmcnl is ul>le lo control or substantially influence tho 
actions of the other are allowau)(? charges 1.0 the project only up 
to the 11mou 11 t lhal woulcl uc allowccl al'! lhc normal costs of owner­
ship. 



When an institution transfers property to a third party through 
sale, lease or otherwise, and then leases the p1·operty back from 
that third party, the lease cost that may be chargP.d to PHS proj­
ects generally may not exceed the equivalent of the cost of owner­
ship. 
Rental costs under leases that create a material equity in the leased 
property, such as certain lease-purchase agreements, are allowable 
only up to the amount that would be allowed under applicable 
HEW cost principles had the lessee purchased the property on the 
date the lease agreement was executed. 

Sabbatical Leaue.-Sabbatical leave salary, as such, is not 11llow­
able, but sabbatical leave r.osts to the institution may be included 
in a composite fringe benefit rate or in the institut ion's indirect 
cost rate. Salary from a grant-supported project for services 
rendered the project by an individual during his sabbatical period 
is allowable, provided that the salary is proportional to the service 
rendered and is paid in accordance with established inst itutional 
policies applicable to all employees regardless of the source of 
funds. 

Salaries and Wages. -Allowable when an employee of a grantee 
oi:ganization renders personal services to a grant-supported activ­
ity. The cost of remuneration for such personal services for that 
period of time is allowable as a direct cost to the project to the 
extent that it iH reasonable and conforms to the established, con­
sistently applied, salary and wage policy of the grantee institution. 

Pnyroll distribution: Amounts chnrgerl to f,'1'nnt-~Up)lo1·ted project...<> for 
pcrsonnl services must he bnsecl on institutionnl pnyrolls, dO<'umented nnd 
npprovcd In 1u:corcl11nc<? with g<?n<?rnlly ncceplcd institutional pmcticcs. 
Stnnclnrds for cloc11n1entntio11 of pnyrolls urn contni11 e1l in the npplicublc cost 
11dncipl c.~. (Sec the introdurlion lo this section.) Ilrlcfly sunmmrizcd, lhe:ic 
st.undurds nril as follow:;: 
1. For ctl11cnlionnl institution:;, hos1iiulla, and nonrll'olil or~uni7.lltions: 

II. Monthly nft1w-lhr.- foct rcpot•ts or I.ht! tli11tribulion of effort for indi­
vidunl )lrofr:11flhH1nl 11t11ff 111t1mhcr11, 01· 

h. An 1uleq1111t.o nppointmcnL and worlclond <llst.rihutio11 syntcm n1:co111· 
p1111icd lly monthly rcview11 anti n reporting or nny signilicnnt 
chnni:c!I in lh<i w0t·l<lo11d tlistriliulion of each prof1Jsso1• or profcs­
sionnl su111' mcmhcr. 

c. T ime und nltcndnncu 111111 puyrull dh1trlhut,io11 rr.{:1mh1 fm· non1wofoR­
sio1111l c11111loyee11. 

2. Ji'o1· Sin le nnd locnl gnvernmcnt 11g1mci1'S: 
11. 'J'i11111 nnd ntt.cndnm:c or cquivnlcnt rncordR for 1111 c111ploy1!CI!. 
h. Time di11trlbulion recor1h1 ro1· 1.•mJlloynei;i who~u com11ensnLion i11 

ch111'J{Ctt11le lo mm·e l1111n one 1~rnnl or other coiiL objective. 

1"111.-timc: 'l'l'..1 duflnllion of "full-Lime" cmploy111u11t should he govcl'llcrl 
by the J\'l'tllll.N1 ini;lltutlon'N 1•su1hlisl11!<I policy 1·cg-1mli111{ what con11lil11tos 
such omploymcnt. 



Pnrt-~ime: "'Part-time" employment refers to less than full-time emplo~r­
ment as defined by the grantee institution (see above). The rnte of co111-

pensation for nn individual considered a pnrt-time employee should be 
bnsed on the salnry lie/she would have earned if he/she hnd been n full­
time employee. 

Where an ins litntion proviclf.:; n guaranteed salary plus an additiounl 
nmount dependent on such things as th!! total income of a g roup dinlc 
operated by the institution, full-time salary may be cons idered to he the 
combination of the gunrant<.'l!d amount and the additional amount. How­
ever, this salary may not exceed a formally established ceiling 01· the 
amount thnt reflects the individual's most recent full year's expcrienL-e, 
whichever is s maller. 

Overtime: Premiums for overtime arc generally allowable; however, such 
payments nre not allowable for fncult,y members at institutions or higher 
education. Overtime premiums paid by nonprofit institutions require PHS 
prior approval except under ccrtain circumstances as specified in the g-ov­
erning cost principles . These instnnccs should be documented, nnd, where 
jus tified, nccussary npprovuls mny be granted retroactivdy. The cnte­
gorics or classifications of employees thnt mny receive overtime payments, 
for exnlll)lle , 11rofossionnl or nonprofcssionnJ, should be determined in 
nccordnnce with the formal polici~ of the institution consistently np111ied 
rcgnrdless of lhc source of funds. When the sulnry is charged partly to 
project funds nnd pnrlly lo othct· inslitulion fund s, the tolul of thl! snlary 
(both rcgulnr rnte nmount 1111d U1e premium rntc nmount ) must be pro­
mtcd in nccorclnnce with the lime s pent on the grnnt-supportcd project. 
Where the institution hns u policy of charging premium overtime to the 
indirect CO:;t pool, no premium overtime cnn be chat'J.{ed directly to II PITS 
grunt-supported project. 

Snlnry from mulli)llc ~rnnt !'I : When nn employCl' is wo1·king on two o r 
more grnnl-supportecl projects , his/her snlnry will be nrornlccl to each 
project b111wd on Lhe lime or effort devoted to each project. Howr. vc r, whe re 
two or more grnnl s (:oncuncntly s upport one idrntifictl nctivity or )lrogr11111, 
U1C g rnntcc 11111y chnrg"U 1111ch co~ls to elthur 01· nny of the grnnts involved, 
prnvidccl thnL chnrKcS 1ll't~ not. ilu11licnt.ed, unlcR!\ a )ll'ior unrlcrntnnding hns 
hccn rcnchccl with the nfTccted PHS offices. (In rcga1·<1 lo cost. t runs fe rs, 
sl!c Chnptcr ll- 05 of tho //Ell' Gm11/11 l11/111i11i11lmtio11 Mn1111a/. ) 

ltl'Aenrch (career ) 1levclo11mcnt: Grunt funds huclgetcd for nn individunl'11 
snlnry hut. rulcllSL11 Wi I.he l'CSlllt. of tl'll118fcl' of llllJlJlOl'L of on ii11lividunl lo 
n PIIS rescnn:h or ncndc111ic cnrccr 111·ogrnm grunt. mny not. he used for nny 
0U1c1· p111·1rnsc without prior npprovnl from PllS. 

Co11111cn1mtlo11 of s luclentH: CompcnsnLion of 11tudcnt,11, foll ows, or lrninees 
for nctunl work or scr vice11 on n g rnnt-supporlcd projcct. which mny nlso 
provhlu 011-thc·JolJ truini11g lownnl 11 clcgrt'C i:; nllownhlc only wlrnn nil or 
lhc followi11g con1lllions cxh1t : ( 1) there i11 11 honll llrlc employer-employee 
rolnliom1hip, (2) l hc purpose of sueh pnymcnls is ·for Mcrvk c11 1·011<lercrl to 
tho project , (:J) tht• JlllYtnCntH Ll l'I! :rnpportcrl hy llCCCJllllhlu llCCUUlltinK l'cC­
ordR thnt w·c111·11lcly rellccl cliKLrilmt.ion or limn or cfforL, nnd ( 11) the.! 
rclntio11ship Is con:;istcntly chnrnctor izcd by the grunt.co as 11c111ployor-
0111ployco" nnd the rcmuncmtlon us co111pemmtio11 for work performed, thnt. 

Is, ns 11wugc11" or "snlnry." 
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Depending on the institution's policy, such individuals may be furnished 
tuition remission ns pnrt of their basic co~pensation in lieu of ~II or part 
of their salary. 

Stipends or other payments whieh arc intended ns financial assistance to 
students, fellows, or trainees are allowable only from fellowships, training 
grants, or other types of grant-supporter\ projects where specificnlly allow­
able under the governing legislation or programmatic regulations. (See 
Stipends and Allowances under "General Policies" for details regarding 
stipendiary support.) 

College Work-Study Program: l'HS grant funds may be used to pay all 
or part of the non-Federal or institutional share of an individual student's 
c.ompensation under the Office of E<lucntion's College Work-Study P1·ogram 
provided that PHS approval hn!; been received. Payment of such compen­
sation must be fo1· the performance of se1·viccs covered by the approved 
project from which payment is made. 

Service Charges. -Allowable as a direct cost for use of certain 
types of services and central facilities owned by the grantee insti­
tution, such as computer services, motor pool, animal facilities, 
etc., provided the charge is designed to cover only the actual costs 
and does not exceed rates charged for commercial or accommoda­
tion sales. Such charges must be applied to nll users and must not 
be included in the indirect cost pool. 

Student Activity allcl Services Costs.-Costs incurred for stu­
dent activities such as student union fees or student publications 
and costs incurred for 8tttdent services costs such as student 
health and infirmary services are generally unallowablc charges 
to research grnnts at educational institut'ions. In the case of stu­
dents actually engaged in work under such a research project, a 
proportionate share of student services costs (but not student 
activity costs) mny be included in the indirect cost pool. Student 
services costs may be allowable on training grants to such institu­
tions as a direct cost, if not i11cluded in the institution's indirect 
cost pool, with PHS prior approval; student activity costs on 
training grants ut educational institutions may nlso be allowable 
with PHS prior approval. 

Subnra11ii11(1.-Allowable only when (1) project funds are pro­
vidP.d to anolher inclividunl or organization to carry out the pur­
poses for which the awnrd was made, (2) the original grantee in­
stituLion relains scientific, administrative, and financial responsi­
bility over the nctiviLy and the funds, and (3) prior approval of 
PHS is obtained. (See Subgrnnting and Contracting of Grnnt­
S•1pportcd Effort undei· ''General PolicieR.") 

Subj::cl Cosls.-Allownblc. Sec Patient Care Cost.s under this 
section. 
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Supplies. -Allowable for supplies directly required for the proj­
ect. (See Property Management under "General Policies.") 

Taxes. -Taxes that an institution is required to pay as they re­
late to employment, services, travel, renting, or purchasing for a 
project are allowable. Institutions must avail themselves of any 
tax-free status exemptions for which activities supported by Fed­
eral funds may qualify. On construction projects, State sales and 
use taxes for materials and equipment are allowable only when 
no refund or exemption on such taxes is granted by the State to 
the grantee. 

Third-Party Costs. -Reasonable costs, including applicable in­
direct costs, if any, associated with services obtained from third 
parties are allowable to the extent that such costs are reimbursed 
by the grantee. These costs may include, but are not limited to, 
consortia arrangements and collaborative agreements. (See In­
direct Costs under this section and Subgranting and Contracting 
of Grant-Supported Effort under "General Policies.") 

Trailers and Modular Units (Chapter PHS:l-501).-The deter­
minat ion whether costs for the purchase of trailers or modular 
units are allowable charges to PHS grant-supported projects de­
pends on whether such units are classified as real property or as 
noncxpendable personnl property. The PHS official having dele­
gated authority to approve the grant shall be responsible for de­
termining such classification. 

A trailer or modular unit is classified as real property when the 
unit is designed or planned to be installed permanently at a given 
location so as to seem fixed to the land as a pennanent st.ructure 
or appurtenance thereto. Units classified as real property may not 
be charged to a PHS grant-impported project unless authorizing 
legislation permits constr uction costs or purchnse of real propert.y 
and the specific purchase is approved by PHS. 

A trailer or modular unit is classified as nonexpcmluble personal 
property when the unit nncl ils installation arc designed or plannccl 
to be used at uny given Jocalion for a limitecl time only. Units cla~­
sified as nonexpenclnblc pe1·sonal property may be chn1·ged only if 
program regulations authorize purchase of cquipme~1t and prior 
approval is obtained from PHS. 

Transportalio11. -When equipment is moved from one grantee in­
stitution to another, the cost of transportation ma)• be charged 
to the grnnt at either the originnl or the new institution, depending 
on the circumstnnces and lhe availability of funds in the appro­
priate active grant account. 
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Travel. -Allowable where such travel will provide 'direct benefit 
to the project being supported, including attendance at meetings 
by project staff. · 

Domestic travel is that performed within the grantee's own coun­
try. Domestic travel includes travel within and between any of 
the 50 States of the United States and its possessions and terri­
tories, and also includes travel between the United States and 
Canada. 

Foreign travel is that per.formed outside of the grantee's own 
country, including travel between the Un~ted States and Mexico. 
Foreign travel also includes travel in a grantee's own country en­
route to or returning from a foreign destination. 

Except where the grantee is a State or local government, prior 
approval is required for domestic travel in any budget period that 
will cause the amount identified in the approved budget for such 
travel to be exceeded by $500 or 25 percent of the budgeted 
amount, whichever is greater, and PHS prior approval is required 
for each foreign trip and attendant travel expenditure. (See Prior 
Approval Requirements Including Rebudgeting under "General 
Policies" for prior approval authorities.) 

The costs of transporting patients to the site where services are 
being provided are allowable, including costs of public transporta­
tion. Such costs should be reasonable with re&ard to the number 
of trips, cost per trip per person, destination, and mode of trans­
portation, among other considerations. The purchase of motor 
vehicles for this purpose may be allowable provided the purchase 
is treated as an item of general-purpose equipment and prior ap­
proval is obtained from PI-IS. 

Grantee institutions may request and PHS may authorize the use 
of project funds to cover travel costs associated with and neces­
sary to an individual's training and incurred within the period of 
training. However, these travel costs may not include travel be­
tween the trainee's or fellow's place of residence and the training 
institution, except in the case of certain specialized programs that 
are relatively shor~ term in duration and are expressly designed 
to train specific disadvantaged beneficiaries , or in the case of ex­
treme need or hardship of an individual trainee or fellow, where 
a ·one-way fravel allowance may be authorized. Fellows and 
trainees training at foreign sites may receive round-trip travel 
fare. 

In nll cases, travel costs are limited to the extent provided by 
formal institutionnl travel policy except that in the case of air 
travel, less than lirst-class trnvel on U.S. carriers must be used 
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when available. If the grantee institution has no formal travel 
policy, HEW travel regulations shall be applied in determining the 
amount for travel chargeable to grant funds. PHS should be con­
sulted about special conditions that may pertain to travel to 
Alaska, Hawaii, and U.S. territories. 

'!'uilion and Related Costs. 

Employees of the grantee institution: Tuition and related costs for em­
ployees other than students are allowable when the training is required to 
gain specific skills or information needed for the successful prosecution of 
the objectives of the project funded by the grant to which the tuition will 
be charged. The instruction is not to be given primarily to fulfill the re­
quirements for an academic degree for the employee for whom the tuition 
support is to he paid. (Sec Fringe Benefits under this section.) Other 
tuition costs, for e.xample, in grants to institutions of higher education, re­
missi"n of tuit ion and fees for students working on grant-supported proj­
ects, are also allowable us direct charges under the conditions stipulated in 
Salaries and Wages under this section. 

Trainees and fellows supported under grants: When allowable, tuition nnd 
fee allowances are charged only to the exte.nt that the same resident or 
nonresident tuition and fees are charged to regular non-federally sup­
pot'ted students. 

Indirect Costs 

Indirect costs are the costs incurred by an organization that are 
not readily identifiable with a particular project or program but 
are nevertheless necessary to the operation of the organization and 
the performance of its progrnms. The costs of operating and main­
taining facilities, depreciation, and administrative salaries are 
examples of the types of costs that are usually treated as indirect 
costs. 

The Public Health Service supports the policy of full reimburse­
ment for indirect costs applicable to its project grants, except for 
the fo11owi11g: 

1. All trnining grnnts except those to State and local go\•ernment agen­
cies will be reimburst'<l at 8 percent of totnl nllownble direct costs 
or uctunl indirect cost rnte, whichever is less. Grnnts to Stnte nncl 
local 1,rovernment ugencies will be reimbursed nt their full indirect 
cost rnte. 

2. Inclirect cosls on Rcseurch (Cnrccr) Development Awnrds, if allow­
nble by the program, will not be r eimbursed in excess of 8 percent 
of total ullownble direct costs. 

a. Indirect costs will not he pnicl on fellowships, forei1,'ll grnnts (except 
to Americun University, lleir~t) , construction grnnts, or grants to 
individunls. 

11. Intli!'ect costs for grnnls in support of conferences will not be allowed 
axccpL in the most unusunl circumstnnces nnd then only nfter net,roti­
ntion (in ndvance of the nwnrd) bcLween the upplicnnt nnd PUS. 
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Grants on which indirect costs are limited or prohibited by law or regu-
lation will be awarded in accordance with thP. legal or i-egulatory re-
strictions. 

6. When the grantee waives reimbursement of full';:'1direct costs. 

EstablisllmeT1t of ITldirect Cost Rates 

In order to be reimbursed for indirect costs, a grantee institution 
must first establish an appropriate indirect cost rate. To do this, 
the grantee institution must prepare an indirect cost rate proposal 
and submit it to the Office of the Regional Comptroller iJ1 the HEW 
region in which the grantee is located. (If the grantee is under the 
negotiation cognizance of an agency other than HEW, instructions 
will be provided by the appropriate Federal agency.) The proposal 
must be submitted in a timely manner to assure recovery of the 
full amount of allowable indirect costs, and it must be developed 
in accordance wi th principles and procedures appropriate to the 
type of grantee institution involved. Further information concern­
ing the establishment of indirect cost rates, including special pro­
cedures for certain local government agencies, is contained in 
HEW Gra.nts A<lm.inistmtion Manual Chapter 6-100. HEW has 
published brochures (listed below) describing the procedures in­
volved in the computation and approval of indirect cost rates. A 
single copy of a brochu1·e may be obtaine·\ from the Office of the 
Regional Comptroller. Multiple copies of the brochures may be 
obtained from the Superintendent of Documents, U.S. Govern­
ment Printing Office, Washington, D.C. 204.02. 

OASC-1 I\ Guide for Collcigrs & U11ivcrsitie11-Cost Principles 111111 P1·0-
(Rev) ccdures for Estnblishing Indirect Cost. Rates for Hesenrch Grnnls 

nnd Contracts with the Depnrtment of Henlth, Education, nnd 
Wclfnre. 

OASC-:l A G1ticlo f 01· Hos71itals-Cost Principles nnd P1·occdurcs for 
(Rev) Estal>lishing Indirect Cost nncl Pnticnt Cni·c Rnlcs for Grnnt.<; 

and Contract.~ with the Dcpnrtment of Henlth, Ecluc11t1on, aml 
Welfnre. 

OASC-5 ;t G11iclr fol' Nm1-wofit /11 stit11t io11R-Cost Principles nml P1·occ­
(Rev) clurcs for gstnblishin~ Inclircct Cost uncl Other Rntcs for Grants 

nnd Conlmcls with t h<! Dcpnt'tmcnl of Health, 8ducntion, and 
Welfnrc. 

OASG-G A G11i1/c for Stai r. Gov1)r11111 c11t. i\11r11cics-8stnhliid1i~1g Cost 
Allocation Plnns nncl Indirect Cost Rnks for Grnnts nnd Con­
trncts with the Department of Henllh, Education, nncl WelCnrc. 

OA SC-8 11 Guida for LtJClll Govor11111c11t ll11c11cic:n-Esl11blish lng Cost Allo­
culion Plnns nnd Indit·<?ct Cost Pro11osn!!l ror Grant!! nllfl Con­
tracts with the Fcdcl'lll Government. 

Indirect costs may nlso be paid to subgrantees and co!'t-type 
contractors mHlol' n grant-supported project. In such cases, the 
grantee institution will he responsible for negotiating appropriate 
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indi~ect cost ra'.tes with subrecipients unless·the subrecipient has 
negotiated an indirect cost rnte directly with HEW, that is, if the 
organization is also a direct recipient of HEW support. Negoti­
ations between the grantee and the subrecipient should be based 
on the cost priJ1ciples applicable to the subrecipient. 

Special Indirect Cost Rates 

Normally, a single indirect cost rate is established and is ap­
plicable to all activities conducted by the institution. Special rates 
should be established if t he use of a s ingle rate would result in a 
grossly inequitable distribution of costs. A special rate may be 
required where the grant-supported activity is conducted at a 
location other than on the organization's premises, and indirect 
costs associated with the organization's facilities, such as oper­
ation and maintenance expenses, are not applicable to the activity. 
An "offsite" rate would treat costs associated with such a location 
as a separate indirect cost pool. Other special rates mif]l1t be de­
veloped for special laboratories, centers, or facilities where some 
of the costs of overhead, normally charged to indirect costs, are 
charged as direct costs in the overall conduct of the project. (See 
Chapter HEW :6-110.) 

Joint Rates 

Indirect cosls for services provided to a grantee in~titution by 
an affiliated but separately incorporated organization may be re­
imbursed either under a rate established for the g rantee institu­
tion that includes these costs or under a joint rate. The former 
is used when the costs have been charged to and pa.id by the gran­
tee institut ion ; the latter, when the award is made jointly to the 
affiliated institutions and the costs for services have been claimed 
in an indirect cost rate proposal but are not being charged to and 
paid by t he recipient institution. (Sec Chapter HEW :6-120.) 

AwCJrti ancl Seltleme11l of lrzdircct Costs 

Currcnlly effective indirect cost rates arc circulated throughout 
HEW by means of published Negotiation Agreements. Each ap­
plicable aware! to a grantee institut ion with n currently effective 
rate will contain indirect costs calculated on the basis of that rate:' 
For policies and procedures governing- the reimbursement of in­
direct costs, sec Chapter HEW :H--150. For procedures nppli cable 
to the reimbursement of indirect coi:;ls on training g rants (except 
those to State 0 1· local government agencies), sec Chapter HEW: 
G- 160. 

>}-'or Nill 1·e11enrch 11r11nln, hull r.,ct co&l• nn: nwnrot"I ne11A1'ftlely 11n1ler lhc lnollr1•<l C1111t 
M~nairc-rncnl Sy•tcm. 
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fa the event that a grante~ institution. is delinquent i~ the sub­
mission of its indirect cost proposal and does not have a currently 
effective in<liTect cost rate .. no indirect costs will be included on 
the Notice of Grant Aware.:. If a rate is subsequently established, 
based on late submission of an indirect cost proposal, additional 
funds may be provided to reimburse a portion of applicable in­
direct costs. In those instances where a currently effective indirect 
cost rate is not available at the time of award because the grantee 
has never· established a rate with HEW and is unable to establish 
its initial rate prior to the elate of award, a provisional amount for 
indirect costs may be included in the award and a subsequent 
amendment may permit full reimbursement of applicable indirect 
costs. 

Subsequent adjustments to indirect costs may be necessary if 
a provisional rate is used in the computation of such costs, or if, as 
a result of rebudgeting of g rant funds, there is a change in the 
direct cost base on which the indirect costs are calculated. After 
establishment of the final indirect cost rate or after determination 
of the actual direct cost base, grantees must promptly report re­
quired adjustments in accordance with procedures set forth in 
Chapter HEW :6-150. Additional funding, if necessary, will be 
provided subject to the availability of funds. 

Applicable Credits 

.Che term "applicable credits" refers to those rece'.iJt or negative 
expenditure types or transactions Lhnt operate to offset or reduce 
expense items that are nllocable to grant-supported projects as 
direct or indirect co1>t.s. Typical examples of such tra1rnactions nre 
purchase discounts, rclmtes, or allowances; recoveries or indP.m­
nities on losses; sales of scrnp or incide1.tal supplies or services ; 
and adjustments of overpayments or e1·1·oncous charges. 

During a project period , n pplicablc creel its to charges rnarlc to 
PHS g ran ts should lie credited to the aclivc grnnt account upon 
receipt. Thm1e received after the completion or termination of fl 

project must he rcturnccl to PHS unless ot:herwise instructccl. 
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PAYMENT 

In an effort to minimize the impact of withdrawals on the public 
debt level and related financing costs, the U.S. Treasury has issued 
regulations governing the flow of Federal cash to recipient orga­
nizations. Thus, grant payments are made by one of three meth­
ods: (1) letter of credit, (2) monthly cash request (also termed 
"advance by Treasury check"), and (3) reimbursement by Treas­
ury check. Most PHS discretionary project grants are paid 
through the Departmental Federal Assistance Financing System 
(DFAFS), which uses the three payment mechanisms outlined 
below. Payments under formula grants to States and under some 
construction grants may be made by the other payment systems 
operated by the Public Health Service, 1rnrnely, the Letter of 
Credit System or the Regional Payment System. Grantees will be 
advised of the payment method to be used by the designated pay­
ment oflice. 

Letter of Credit 

This method of payment was established to facilitate cash 
availability through utilization of Federal Reser ve Bank:-1 :rncl lhc 
grantee organization's commei·cial bank. Under this Rystcm, n 
grnntee on;ranizntion may withclraw cash from its own hank as i t 
is needed to mecl expenditures chnrgeal>h~ to ).{rnnt funds basecl 
on the lelt.er-of-creclit. clocumcnl, which i11<licnlcs a dolla r nmount 
avnilable for a specified period of time. 

Letters of crr.cli t arc gcmcrally used when all of the following 
conditions exist: 

I. Annunl ni.;i.:n•A"nl<' 11clv11ncc li11n1win/.( 1•x1·l·cd11 $250,000. 
2. Tho A"l'lltlll•c hn!I 1•:;l11ulit;l1t1d or d~• 111omilrnt«d lo Hl':W lhu willi111{1tC!l!I 

nnd nhilily lo cslnblish pror1~1l11n•i-; lhnl will 11ti11imiic lhc time clnp:iin/.( 
lwlwccn th!! lr11nsr1•r of fuuds rrn111 lhc 'J'n•m1111·y 111111 tlll'il' cl i!d1ur1m-
1111•11l by lhe grnnlCl'. 

a. The l{l'lllll1•1•':1 fl11111ll'inl 1111\IHll{l'llll'lll :1y ~ l <!lll llll'C'l!I sln11tl11nl!1 for f1111tl 
ronlrol nml n1·1•u1111lnl1llity prt·~c·rihc•d hy II Jo:W. 

l\tonthly Cush Hcqucst 

Under this rncthocl of paymcnl. ).{r:rntce im~litutions m11Ht re­
quest grant funds monthly, lm:-iccl on antiripntcd disbursc1ncnb-1 
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during the succeeding month. U.S. Trea?ury regulations provide 
that the amount of cash in the hands of the recipient organiza­
tions should not at any time exceed 1 month's needs. This method 
is generally used when the grantee does not qualify for payment 
under the letter-of-credit method. 

Reimbursement by Treasury Check 

Payment is made to the grantee with a Treasury check upon 
request for reimbursement from the grantee. Requests fo r reim­
bursement are to be submitted monthly. This method can be used 
for construction grants. (See 45 CFR 74, Subpart K.) 

Secondary Recipient Advances and Withdrawals 

Advances made by the grantee to secondary recipients (e.g., 
subcontractors, delegate agencies, participants in a consortium ar­
rangement or collaborative agreement) must conform to substan­
tially the same standards of timing and amount that govern ad­
vances made by the Government to the grantee under the above­
mentioned payment methods. 

The grantee is encouraged to develop procedures for fund with­
dl'awals by secondary recipient organizations whereby such orga­
nizations can only draw funds as they are needed for disburse­
ment. 

Assignment of Paym(mts (Chapter PHS:l-82) 

Grnnlees are permitted, under some circumstance!'!, lo assign 
to tinnncinl insti tutions payments due under certain gmnt awards. 

When the grant provide!-! fol' payment af lcr incurrcnce of costs 
and it is a discretionary project grant or formula grant that re­
quires the grantee to npply for funds on a project basis, assign­
ment is permissible. 

When the melho<I of pnymcnl is by leller of credit or nnolher 
nclvnncc paymenl mechnni!'lm, ns!'lignmcnl iR not appropriate. 

Requm1t:-1 to assign pnymentM should he submitted lo the desig­
nated Grants Mnn11gcmcnt Ofncer. 



REFUNDS AND CREDITS 

Refu11ds and Rebates.-When refunds or rebates result from the 
expenditure of grant funds, they should be treated as offsets to 
the particular expense item in the grant account, not as grant­
related income (see below). Those received after the completion 
or termination of the project period should be returned to PHS 
unless otherwise instructed. (See Applicable Credits under 
"Costs.") 

Grant Completion or Termi11ation.-At the completion or termi­
nation of a grant, any unencumbered balance of cash advanced to 
the grantee must be returned to the Government or be reflected by 
an appropriate accounting adjustment in accordance with instruc­
tions from PHS. 

Grcml-Reloted ( p,.ogram) focome.-Such income is subject to dis­
position and use at the option of PHS. (See Grant-Related (Pro­
gram) Income under "General Policies.") 

1. Royalties: Sl'C G rnnt-Tlelntcd (Program) Income under "Gm1crnl Pol­
icies." 

2. Sale of real nncl tnngihlc pcrsonnl property: Sec Properly Mnnui::cmcnt 
under "G1mcrnl l'olicicR." 

3. Other grnnl-rclnlecl ( p1·ogrnm) income: Such incomn is suhjcct to dis­
pos ition nnd u:;c at the option of PHS. lrile1·cst enrncd on rcsc1·vc funds 
cstnblishr tl with grunt-rdntNI income pursuant to section 5<l.107(cl) of 
·12 CFR 50, Subpart A, llc:nllh Services Fun1li11g, 11h11\l he trentc<l nr: 
othc1· grnnt·rclnkd inrome. 

lnfrrest Earned on Advances of Oranl Funds.-Exccpt for grants 
lo Stat<!~, as defined by section 203 of the lntergovernmental Co­
opc1·ation Act of l fl GS, 01· whcl'e "'ovcrniug progrnmmntic regula­
tions indicate otherwise, the amounts muRl be rcfuncfod to the 
Government. 
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CHANGES IN PROJEC'r 

Beginning Date 

Necessary changes in program beginning dates should :Oe re­
quested prfor to the issuance of an award document. Any expenses 
incurred pl'ior to the officjal beginning date are not allowable un­
less authorized in writing by the official delegated responsibility 
to obligate Federal funds and included in the grant award. (See 
Preaward Costs under ''Costs.") 

Changes in Protocol or Scope (Chapter P HS:2-400) 

The principal investigator or project director of the approved 
project muy make minor changes in methodology, approach, or 
other aspects of the project to expedite achievemtnt of the proj­
ect's 'objectives. 

Major changes in scope, direction, the tyf'P ,,f service delivery 
or training, or other significant areas must be ~.uhmitted to PHS 
for prior approval. 

In the event of uncertainty, questions arc to be referred to PHS 
for a final determination. 

Temporary Absence of P roject Di rector or Principal Investigator 

Whenever absence of the project director or principal investi­
gator is anticipated to exceed n continuous period of 3 months, the 
plans for conducting project activities during such absence must 
be sent to PHS for approval, where required by lhe terms and 
condition!! of the award. This information mm1t be provided in 
a letter signed by nn authorized olncinl of the grantee institution 
nt lcnst 30 dnys before departure of the project director or pr in­
cipal investigator, or M soon ns it is known that he/ she will be 
absent. In the case of research grunts or other types of grants 
where the basis for npproval of the grnnt wns dependent on the 
qunlificntions of the ind ividual project director or principal inves­
tignlor, lhe grant mny be terminated if the arrangements made 
by the grantee are not npp1·ovecl by PHS. 
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Withdrawal of Project Director or Principal Investigat·or 

lf the project director or principal investigator relinquishes or 
expects to 1·elinquish active direction of the project , PHS must be 
notified immediately. In such case, if the grantee orw.nization 
wishes to terminate the project, PHS will forward procedural in· 
structions upon reeeipt of written notice of such intent. If the 
grantee institution wishes to continue the project, it is responsible 
for selecting a replacement and, where required by the terms and 
conditions of the award, obtaining PHS approval of the selec­
tion. A biographical sketch and necessary additional details as 
requested must be submitted to PHS, whose approval or dis­
approval will be based on a review of the qualifications submitted. 
In the case of research grants or other types of grants where che 
basis for approval of the grant was dependent on the qualifica~: ions 
of the individual project director or principal investigator, the 
grant may be terminated if PHS does not approve the arrange. 
ments made by the grantee. 

Completion Date 

The completion date is the date when all work under a grant is 
completed or the date in the Notice of Grant Award, c1· any sup­
plement or amendment thereto, on which "PHS grant support is 
scheduled to encl. 

When a grantee determines that a project may not effectively 
be brought to a close prior to the completion elate and a competing 
extension has not been approved for funding, the grantee may 
request a noncompeting extension not to exceed 12 months. The 
request should be in writing, stating the reason, the expected com­
pletion date, and additional funds necessary, if any. All such re­
quests should be made prior to the expiration of the currently 
active grant. Negotiation regarding extension may also be at the 
initiative of PHS. 

Suspension ( C.ha ptl'r P 11 S :l--!>00) 

When a grantee hns materially failed to comply with the terms 
and conditions of a grant, PHS may, after reasonable notice to the 
grantee, suspend the grant. No obligations incurred by the grantee 
du ring the period of suspension shall he nllownble under the sus­
pended grant: however, PHS mny nt. its cl ii:1cretion allow neces­
sary and proper costs lhnt lhe grnntee coulcl not reasonably nvoicl 
during the period of suspension , providc<l t.hnt such costs woulci 
otherwise bo allowable. Suspensions shall remain in effect until 
the grantee hns h\ken corrective action lo the imtisfnction of PI-IS, 
or hns given nssurnnces satisfactory lo PHS that corrective action 
will l.>e taken, or until PHS terminates the gran t. 
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Termination (Chapter PHS:l-500) 

Termination for Cause 

The PHS may terminate a grant in whole or in part any time 
before the date of completion if it has been determined that the 
grautee has failed in a material way to comply with the terms and 
conditions of the grant. PHS will promptly notify the grantee in 
writing. stating the reasons for the termination and the effective 
date. Payments to grantees or recovery of funds by the Govern­
ment shall be made in accordance with the legal rights and liabili­
ties of both parties. Termination for cause is appealable. (See 
Appeals Procedures under "General Policies.") 

T-ermination on Other Grounds 

Except as provided above under Termination for Cause, PHS 
grants may be terminated in whole or in part only as follows: 

1. By PHS with the consent of the grantee, in which case the two parties 
shall agree on the termination conditions, including the effective date 
and, in the case of partiul terminations, the portion to be tenninated. 

2. By the grantee, upon written notification to PHS setting forth the 
reasons for such termination, the effective date, and, in the case of 
pnrtinl terminations, the portions t-0 be terminated, subject lo the para­
graph above entitled "Changes in Protocol or Scope." 

When a grant is terminated, the grantee shall not incur new 
obligat'ions for the terminated portion after the effective date of 
the termination nnd shall cancel as many outstanding obligations 
as possible. PHS shall allow full credit to the grantee for the Fed­
eral share of noncancellable obligations properly incurred by the 
grantee prior to termination. 

Withholding of Support (Chapter PBS :1-85) 

The PHS may withhold the nward of a noncompeting continu­
ation grant within a previously approved project period for jus­
tifiuble reasons. Such reasons may include one or more of the fol­
lowing: 
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1. Tho grantee is delinquent in xubmllting required rcpo1·ts (Chapter 
PIIS:l-12). 

2. Adcqunt-0 Fcdcrnl funds arc not avnilnble to 11upporl the project. 
3. The grnntce foils l-0 11how iinlisfnctory pro~rcss in achieving the objec­

tives of the projcrt or otherwi:ie fnils lo meet the terms n11cl conditions 
of the awan!. 

11. Tho grantee's mnnngcmenl J)raclice!I fnil w provide ndcqunt.c slcwnrd­
shi11 of Federnl funds. 

6. Any other renson thnl would lndicnle thnt continued !uncling would not 
be in the bC!ll intcrcsta or the Government. 



The decision to withhold grant support is not appealable under 
either the PHS or the HEW appeals procedure. 

Change of Grantee Institution 

A change of grantee institution is the process whereby the legal 
and administrative responsibility for administering a grant-sup­
ported project or activity is transferred from one legal entity to 
another prior to the completion date of the grant being trans­
ferred. Such a change may be accomplished with respect to any 
EHS discretionary project grant (including construction grants) 
except foreign grants, but only when all of the following circum­
stances are present: 

1. The grant must have been terminated (a) for cause, (b) by PHS with 
the consent of the grantee, or (c) unilnterally by the grantee; or 

2. The award of a noncompeting continuation grant within n previously 
approv·ed project J>t?riod must have been withheld for one of the follow­
ing reasons: 
n. The grantee fails to show satisfactory progress in achieving the 

objectives of the project or otherwise fails to meet the terms nnd 
conditions of lhe award. 

b. The grantee's management practices fail to provide adequnle steward­
ship o! Federal funds. 

c. Any reason where the granlro's actions form the basis for the de­
termination that withholding support is in the best interests of the 
Government. 

3. The need for the grant-supported project or activity that exislcd at the 
time of the original award must continue to exist ut the time of the 
proposed award lo the new grnntcc institution, nnd there must be no 
significnnl change or reduction in the scope or objectives of the project 
or activity. 

4. The change of grantee institution must be mnde in 11 timely manner. 

In addition to the above, when the principal investigator on a 
· research project transfers from one domestic institution to 

another domestic institution, the project in behalf of the same 
principal investigator may be supported at the new institution for 
a period up to the remainder of the prev iously approved project 
pe1·iod in an amount not to exceed that previously recommended 
for the remaining period. Support may continue at the new insti­
tution without competitive review provided that (1) the originnl 
grantee institution agrees in writing to relinquish the project, (2) 
the investigato1· plans no significant change in research objectives 
and level of expenditure from that proposed for the project as 
originally approved, and (3) the new institution submits n new 
application form for support of the project. If either (1) or (2) 
of the above provisions does not apply, the application will be 
reviewed as a new upplicnlion ancl will compete for available 
funds. 
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' All change of.· grantee institution actions should normally be 
undertaken with the written consent of ·the original grantee, re­
linquishing its rights to the project. 

Under certairt circumstances, equipment may be transferred 
from one institution to another. (See Property Management under 
"General Policies" for details.) 

Successor in Interest and Name Change Agreements 
(Chapter PHS:l-504) 

As a result of legislative changes or other legal action affecting 
the legal status of a grantee insti tution, such as mergers, divesti­
ture, or other corporate change, PHS may recognize a new grantee 
institution as the successor in interest in the assets involved in the 
performan~e of PHS grants. A format .;for, such agreement should 
be requested from PHS. 
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REPORTING REQUIREMENTS 

Certain reports are required at varying intervals, depending on 
the purpose of the report and the needs of the programs. The 
principal ones are the following: 

Immediate Reporting 
Inventions 

Annual Reports 
Progress Report (Progrnm Performance Report) 
Report of Expenditm·es (Financial Status Report) 

Finni Reports 
Invention Statement and Certification 
Progress Report (Program Performance Report) 
Report of Expenditures (Financial Status Report) 

Other specialized reports may be required by individual pro­
grams. In addition, grantees are required to sqbmit certain re­
ports to the appropriate payment points in accordance with their 
instructions. Information on the above-listed reports is set forth 
below. 

Inventions 

A complete written disclosure of each invention conceived or 
first actually reduced to pracl:ice in the course of or under a PHS 
grant shall be provided promptly by the grantee and, in any event, 
prior to n publication describing the invention, in the form spe­
cified by the Assistant Secretary for Health. (See Patent!) and In­
ventions und<'r "General Policies" for exceptions to the invention 
reporting requirements.) 

In addition to lhe immediate reporting, each application for 
competing extension or continuation support of a PHS grant to 
which this portion of the reporting requirement has been applied 
requires either n listi ng of all inventions mucle during the preced­
ing budget period or a certification that no invent ion8 were mncle 
during the npplicnble period. 

A Final Invention Stntement nnd Certification is requirer! with­
in 90 dnyl:! following completion or termination of support of n 
project. All inventions that were conceived ot· first actually re­
duced to practice during the cou rse of work under the project from 
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Progress Reports 
(Program Perfor1nance Reports) 

Interim Reports 

Interim progress reports must be submitted with all applica­
tions for competing extension or continuation support in accord­
ance with the instructions accompanying the application forms. 

Under formula grant programs which require the approval of a 
State Plan or application and which are subject to t he simplified 
system of administration, the· States will be required to ·report 
program perfotmance in accordance with specific instructions 
promulgated by the offices administering the various formula 
grant programs. (See Formula Grants under "Application and 
Funding" and Chapter PHS :5-501.) 

Termi11al Reports 

Three copic!l of n terminal progress report must be submitted 
to PHS within 90 days after the encl of n project. 'fhe report should 
be prepared in accordance with instructions provided by the office 
from which the grant wai; received and should include, at n mini­
mum, a summary statement of progress toward the achievement of 
the originally st ated aims, a li sl of the results (positive or nega­
tive) considered significant, ancl a list of publications resulting 
from the project with plans, if any, for further publication. Three 
copies of reprints of publications not previow;ly submitted Rhoul<l 
accompnny the progress report. 

Re1>ort of Exr>cn<litures 
(Financial Status Report) 

A report of expenditures iR • equired ns documentation of the 
financial Rtatuf! of grants according to the oll1cinl accounting rec. 
ords of the grantee institution. The report must be Rubmittecl for 
ench budget pcriou (usually 12 monUni) no Inter thnn 90 clnyR 
after the close of the budget perivd. 'l'hc report must cover any 
extenRion in time of the budget icriod authorized by PHS. The 
final report of expenditures, which muRt be submitted within 90 
dny11 of the completion of a gr11nt, mu!-lt lrnvo no unliquidnted obli­
gations und must indlcntc tho exact buhmce of unobligated funds. 
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{See Chapter PHS :1-500 for accounting requirements for grants 
that have been terminated.) 

Delinquent Reports 

Grantee's failure to submit required reports may be a basis for 
withholding future support. (See Chapter PHS :1-42.) 

Requests for Waiver 

In unusual cases, the requirement for some reports may be 
waived or the suhmission date extended when officials of the 
grantee institution are able to demonstrate to the satisfaction of 
PHS that the report cannot be furnished in a timely manner for 
reasons legitimately beyond the control of the grantee institution. 

\ 
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GENERA\L POLICIES 

Acceptance of Grant Terms a nd Conditions 

A grantee indicates acceptance of the terms and conditions of 
a grant by requesting funds from the grant payment system (see 
Payment section) and expending such funds for grant purpo:~es. 
This policy is applicable to all PHS grant awards. 

Appeals Procedures (Chapter PHS:l-520) 

HEW has a policy of permit ting grantees to appeal certain post­
award adverse administrative decisions made by HEW officials. 
For PHS grantees, there are two levels of appeal: a procedure at 
the PHS level and a procedure at the Department Jevel. If an ap­
peal is pursued, the grantee must exhau~t the PHS vrocedure be­
fore appealing to the Grant Appeals Board, Oflke of the Secretary. 

The following decisions may be appealed: 

1. Tcrminntion, in whole or in pnrt, of n grnnt for failure of the grnntce Lo 
conform wilh the grnnt terms nn<l conditions. ., 

2. A <lelcrminntion thnt nn expenditure not ullownblc under the grnnt hull 
been chnrgcd lo tho grnnL, or that the grantee has otherwise fnilcd to 
dischurge ils ohligntion Lo n.ccounL for gmnt funds. 

3. '!'he clisnpprovnl of n grnntce's i·cqul'st for permission to incur nn ex­
pcncliturc cluring the term of n grnnt. 

4. A determinntion thut u grnnt ill void. 
Ii. r:stnblishment of' inclirccL cost or pnlicnt cnre rate!! (cxcr pt where Lhc 

)!rnntcc- hm; 11ppN1led to the A rmccl Service~ Bon rel of Contrnct Appeals 
with rc111iccl lo :1uch clclcmninntion untlc1· n contrncL with lhc Dcpnrl­
lll• nt).' 

As a llrst !;l.ep in appealing- an adverse decis ion, the grantee 
mus t submil n rcquc:;L for review lo the appropriate PHS official, 
as clesimrnted ir Chnplcr PHS: 1-520, following the p1·occdures 
contained 1 herei n. Under the PHS proccdu1·c, n review committee, 
consisling 1l f onicial:-i nol involvecl in t:hc arlvcrsc clctC'1·mination, 
will be appo inlcd lo consider the cnHc. 1'hc committee will prcpnre 
a written de ci:-1 ic>11 hnsecl on its review fo1· the signntu1·e of the 
committee chairman. ff the clccision is aclvcrsc to the grantee, the 

• A1111t·•l• 11( the •" l•l11l•h1111·nl or lo11llrrrl ru•L or 11nll••11 L • n1·1• 1·atr•• mu• l 1<1 moil~ tu lh r, 
llF:W lt1•11lon•I Oln; to r Jll'lu r lo 11111•••111111 lo tht• t:r•nl A1111•olg 1111111·11 nl l hc lk11ntl111unl 
level. 
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grantee has the option of submitting a request to the Department 
for a further review of the case by the Grant Appeals Board. 

Additional details regarding the appeals procedures may be 
found as follows : 

DHEW Grant Appeals Procedure: 45 CFR 16. 
PHS Grant Appeals Procedure: 42 CFR 50, Subpart D. 

Indirect Cost Appeals: 45 CFR 75. 

Citizenship 

Only U.S. citizens, noncitizen nationals, and those foreign na­
tionals who possess a visa permitting permanent residence in the 
United States may be appointed as trainees on training grants 
and as direct fellows, except in the case of programs specifically 
llesigned for support of foreign nationals. 'Additionally, PHS will 
not intercede in behalf of non-United States citizens who may be 
principal investigators or project dire~tors or otherwise partic­
ipating in a project and whose stay in the United States may be 
limited by their visa status. For this reason, the grantee institution 
shall determine, and the application should indicate, that the in­
dividual'.'\ visa wilJ allow him/her to remain in the country a suffi­
cient length of time to be productive on the project. 

Civil Rights 

Various laws, regulations, and Executive Orders pertaining to 
civil rights are applicable to PHS grunt programs ancl grant­
supported activit ies. A summary of these requirements and their 
npplicabilitv follows : 

Tille VI of th~ Civil Rights Art of 19G4 provides thnl no person in the 
United .~tut.e; shnll, on lhc grounds of race, color, or nnlionnl origin, be 
excluded frorr. p11rticip11tion in, be denied the bcneliL'l of, or be subjected lo 
discrimini.t.ion under 11ny progrnm or nctivit.y n.-ceiving Fcdernl linnncinl 
nssislnnr.e. An HEW re~ulnlion implementing this requirement is published 
nl ·16 CFR 80. Every npplirnnt orgnniznlion is required to huve nn As-
11urnnce or Complinnrc (Form ll EW-4 41 or 1MlB) on Ille wilh the Office 
of Civil Rights, ()fficc of tlw Sr,:rouuy, llEW, buforo 11 grnnL mny be mndc 
t.o thnl i m1lilution. 

Scclion 50·1 of llw RchnhilltnLion Acl of 1073, m1 11mc111lcd, provides thnl 
no otherwise <1unli liecl hnnclicnppcd imlivii.Junl in tlte United Slnl.es shnll, 
solely hy reason u: the hnndicnp. he C.'<tlndcd from p111·ticipnlion in, be 
denied lhe bcncfiL'I or, or bl' sulijccll'<l to t!i!lcrimlnnlion under any progrnm 
or nclivity receiving F1:1lcrul finnncinl nssistnncc. 

Tillo IX of the Educntion Amendme11b1 of 1!172 (in 11nrticulnr, sccli1 :l 901 
or Ull'SC 1une11dnwnlsJ provides tlinl no person in t.hc IJnitcd Stntes shnll, 
on I.he hnsis of sex, ht excluded from pnrtieipnlion In, hc 1lt.' niecl Ute hcn­
cOls of, or bo subjcclcn l.<> 1liflcl'imin11lio11 under 11ny 1:tlucnlion 11roi:rum or 
nctivit.y rr~eivin1~ l~r:clc1 ul Onnnciul 11sM i11tnnc•I.!. An II F.W regulnlio11 int)lle-
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Submission of an 

Sections 799A and 855 of the Public Health Service Act, as amendl?d, for· 
bid the extension of Federal support under Titles VU or VIII of that Act, 
which nuthorize health manpower and nurse training programs, to any 
entity that has not filed an assurance (Form HEW-590 or 590B) that it 
will not discriminate on the basis of sex in the admission of individuals to 
its training programs. An HEW regulation implementing this requirement 
is published at 45 CFR 83. 

Section 407 of the Drug Abuse Office and Treatment Act of 1972, as 
amended, provides that drug abusers who r.rc suffering from medical con­
ditions shall not be discriminated against in admission or treatment, solely 
because of their drng abuse or drug dependence, by any private or public 
general hospital that receives support in any form from any federally 
funded program. 

Section 321 of the Comprehensive Alcohol Abuse and Alcoholism Pre­
vention, Treatment, and Rehabilitation Act of 1970, as amended, provides 
that alcohol abusers nnd alcoholics who are suffering from medical condi­
tions shall not ba discriminated against in admission or treatment, solely 
because of their alcohol Jlbus2 or alcoholism, by any private or public gen­
eral hospital that receives support in any fom1 from any federally funded 
program. 

Project funds used for alteration and renovation or construction arc suo­
ject to the condition that the grantee shall comply with the requirements of 
Executive Order 11246, as amended, nnd with the applicable rules, regulu­
tions, nnd procedures prescribed pursuant thereto. (See Alteration and 
Renovation under "Costs.") 

Clearinghouse Requi rements of OMB Circular A- 95 
(Chapter PHS:l -140) 

Part I of Oflice of Manngcment and Budget Circular A-95 re­
quires that an applicant seeking (1) project grant support under 
most PHS planning, service, and construction grant programs, 
that is, those having an im1mct on State, areawide, or local de­
velopment, or (2) sul>grant support from certain PHS formula 
grant programs where application is made to the State on a 
project-l>y-1)l'oject basis notify the appropriate State and area­
wide clearinghouses oJ ib< intention to apply for Federal as­
sistance. If the application is fo1· a statewide project that cloes not 
affect areawicie ot· loca l planning and programs, the notification 
need be sent to the State clcal'inghousc only. 

This notification should be nccomplished as early as possible 
since the clearinghouses arc permittccl up to 60 days to review 
bolh the noLifkation of intent and any resultiug finnl ap]llication. 
Such revi ews must be completed prior to t he imbmis~ion of n fina l 
npplicntion to PHS. These rcquircmcnti: arc generally app!icnblc 
lo new applicntiomi, competing extension applications, nncl sub-



,, 
stantiv~ changes or ~inendments to approved application~ un'der 
covered programs. For more· detailed information regarding these 
requirements, see Chapter PHS :1-140. Applicants ·should refer to 
Chapter 1-140 of the HEW Gmnts A dministration. Manual for a 
listing of the applicable programs, and shoul~ request the names 
and addresses of the pertinent clearinghouses from the appro­
priate Regional Office. (See Health Systems Agencies under this 
section for additional review requirements.) 

Closeout (Chapter PBS :1-462) 

Official grant files may be closed out only after certain proce­
dural steps have been completed. These steps include the follow­
ing kinds of actions : 

1. Grantee's submission within 90 days after the completion date of the 
grunt of nil required finnnciul, performance, and other reports. 

2. Fulfillment of applicable property accountability requirements. 
3. Settlement for upward or downward adjustment of the Federal share 

of costs, ns provided in the terms and conditions of the grant. 
4. Upon i·equest, prompt payment to the grnntcc institution for reimburse­

ments due. 
5. Prompt refund b~ grantee of unt>ncumbered balances due PHS. 
6. Completion of all 1 equircd documentation. 

These steps will be il:itiated by the designated PHS Grants Man­
agement Ofl1cer immediately following the date of completion of 
a grant and should be completed within 180 days after the grant 
completion date. 

Grnnts may be closed out prior to final audit, but PHS retains 
the right to recover disallowed costs reirnlting from a final audit. 

Conflict of Interes t 

Grantees must establish safeguards to prevent employees, con­
sultants, or members of governing bodies from using t hei r posi­
tions for purposes that are, or give the appearance of being, moti­
vated by a desire for private gain for themselves or others, such 
us those with whom they have family, business, or other ties. 
'l'herefore, each ins titution receiving grnnt support must have 
written guicles for staff members (administrators, faculty mem­
bers, professional stulf1 or employees) and other associated incli­
viduals (such as consultants) indicating the conditions under 
which outside activities, relationships, or financial interest:; are 
proper or improper, and providing for notification of these kinds 
of activities, relationships, or financial interests to a responsible 
and objective institution official. 
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Construction Grants 

Prior Approval Items (Chapter PHS:4-52) 

Contract modifications (change orders) must be approved by 
PHS before the grantee (owner) may authorize any work repre­
sented by a change order when: 

1. The re-vision results from changes in the scope or objective of the grant­
suppor.:ed progrnm, including proposed modifications that would mnte-
1·ially alter the costs of the project, space utilization, or functional lay­
out. 

2. The revi>ion increases the budg.?ted amounts of Federal funds needed 
to complet e the project. 

Contract Bidding and ilwa1'd Procedures 

The bidding on construction contracts under PHS construction 
grant awards must be conducted to achieve maximum competition 
an1ong qualified bidderS" in order to obtain the most reasonable 
pr ice for acceptable work. Therefore, construction work on PHS­
as:listed projects must be procured by formal advertising result­
ing in lump-sum, fixed-price contracts, except where alternate pro­
cedures are s pecifical1y approved by PHS. 

For a large and complex construction project, PHS may author­
ize use of construction management services. In conjunction with 
the procurement of these services, PHS may also authorize use of 
a modification of formal advertising, which provides for prequali­
fica tion and selective solicitation of bids. Under this procmlure, 
bid~ are solicited from prequa1ified sources and a contr~ct is 
awarded to the lowest responsive bidder, provided there are three 
or more bids . Use of this procecl··'"P. in lieu of formal advert ising 
requires adequate justification by the grantee. 

In a11 cases, there must be public opening of bids with adequate 
documentation of the bid opening proceedings . The award must be 
made to the qualified bidder submitting the lowest acceptable re­
sponsive bid for the construction to be done. 

In cer ta in circumstances, such ns when the amount of the low 
bid exceeds the amount of funds available, the owner may neiro­
tiate w ith the lowest responsive bidder, but only with the low 
bidder and only in terms of specific items. 

Use of alternates to the base hid, which arc keyed to specified 
and explicitly stated changes in the project scope, materials, or 
construdion techniq ues, may be included in the invitation for 
bids if prior approval is obtained from PHS. 

Alternates may be deductive or additive. Deductive alternateR 
may be used when the amount of the low bicl exceeds the amount 
of funds available to the owner to award a contract, and t he 
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grantee (owner) must make adjustments to the project 'so as fo 
reduce costs in order to award a contract within the funds avail­
able. Additive alternates may be used when available funds ex­
ceed the amount of the low bid, thus making it possible to incor­
porate necessary features that otherwise would not have been in­
cluded in the 11roject. Alternates that are selected will be included 
in determining the low aggregate bid. 

Completion and Liquidated Damages (Chapter PBS :4-53) 

Invitations for bids must stipulate a time for completion of the 
project, expressed either in calendar days or as a fixed date, for 
each prime contract to be awarded under the project. 

At the option of the grantee (owner), a liquidated damage pro­
vision may be included in the construction contract for assessment 
of dan~ages when the contractor has not completed construction by 
the date specified in the contract. Where there is an assessment of 
damages, such sum accrues in total to the owner. 

Elimination of Architectural Bm riers to the Handicapped in 
Construction Supported by Grant Funds (Chapter PBS :4-50) 

All grants for construction of new facilities, or renovation of 
existing facilities, to the extent possible, must include provisions 
for making the facilities accessible to and usable by the physically 
handicapped. Minimum standards for facilities used by the handi­
capped are contained in ll!alcing B·1dldings and Facilities Acces­
sible to and Usable by th e Physica.lly Handi capped (American 
National Standard A.117.1, 1961; reaffirmed 1971). These mini­
mum standards must be included in the specification for any 
PHS-funded construction unless the grantee proposes to substitute 
standards that meet or exceed these standards. Consideration 
should also be given to the perti11ent section of Occc1tpancy Guide, 
Department of Veteran's Benefits, Regional Offices, Veterans Ad­
m in istrntion. 

The only exception to this requirement is in those programs 
where the governing legislation may prescribe the inclusion of 
special provisions for the handicapped. 

Other Requirements 

See Envirnnmentul Impact, Flood Insurance, and Relocation 
Assistance headings under this section. 

Cost Sharing in Uesearch Grants (Chapter PBS :2-140 and 
Chapter PHS :1_,SOO) 

Since 1966, the appropriation acts for HEW have stated that 
"None of the funds provided herein shall be used to pay uny re-
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~ipicnt1 of a grant-for tbe conductHof ~· r~~earcli project an amount 
equal t.o as much as the· entire cost of'suc4 project." Consequently, 
cost sharing is required by law on all HEW research grants, ex- · 
cept those where the grantee is a Federal institution exempted by 
law from this requirement. (See Eligibility under this section.) 
(For policies and requirements governing other types of grants 
that require the grantee to bear a share of the project costs, see 
Matching and Cost Participation Requirements under this sec­
tion.) Grantee institutions may share in the costs of grant-sup­
ported research through au institutional agreement negotiated for 
all HEW research grants and applicable research contracts or by 
negotiation with PHS on a pt·oject-by-project basis. Cost sharing 
proposals are not required for grants on which program policy 
prohibits or restricts full reimbursement of indirect costs. Thus, 
cost sharing requirements on foreign grants and grants to in­
dividuals are met through nonpayment of indirect costs. 

The grantee contribution toward the project costs may be in 
any form and for any category of conts, direct or indirect, pro­
vided that: 

1. The costs nre project related nnd nllownble under npplicablo HEW cost 
prin.ciplcs. 

2. The contribution is from any non-Fc<lernl source, including cnsh or in­
kind contributions provided or donated by the m·nnteo or third parties 
or, under ccrtnin circumstnnces, funds de

0

rivcd from Fcclcrnl sources 
(sec M:utching and Cost Part icipation Requirements under this section), 
or is made by n Vcternns Administrntion hospitnl pnrticipnting with 
t he gn.r.k<! in n pi·ojcct. 

:J. Euch item is costed and records nrc mnintninecl either ns pa rt of the 
formal institutio1111l nccounling system or in othel' in!ititutionnl docu­
ments to sup}lort tlic contribution. 

11, The grnnteo coutribution is npplied lo some l'Xlcnt to cnch npplicnblc 
research project and is not counted as cost :ihni·iui;:- townrcl proj cct.8 of: 
nnothcr li'c•tlcrnl ng-cncy. 

Responsibili ty for negotiating im;titutionnl cost sharing agree­
ments applying to all HEW research grants and contrn<:t8 is ns­
signecl to Lhc Division of Grants and Contracts, Oflice of Resource 
Managemen t, PHS, 5600 F ishers Lime, Rockville, Maryland 
20852. All reque::;ts :for information and proposals rcgurcling insti­
t utional co::;t shnring- should be directed to that omce. The res pon­
s ibility fo r negotiating- projcct-by-p1·oject-type agreemen ts i::; us­
~ig11ccl to the PHS ofllce from which the grnnt is r eceived. 

The um0tmt of cost sharing is not a factor in determining the 
merit of an appli cation; therefore, cost sharing propmmls for nn 
individual p roj ect arc not requi1·ec.1 until nfter the review process. 
At that time, the nppiicant will be requested to submit n cost ::ihar­
ing proposal that shoulcl be sent directly to the appropriate PHS 
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office for approval. Such proposals are not required if the grantee 
has an institutional cost sharing agreement. 

Eligibility 

Grantee (Chapter PHS:l-()(J) 

Grants are awarded only to nonprofit organizations and institu­
tions, governments and their agencies, and occasionally to individ­
uals. Nonprofit institutions are defined as institutions that are 
corporations or associations no part of whose net earnings may 
lawfully inure to the benefit of any private shareholder or in­
dividual. Proof of nonprofit status must be submitted by nonpro­
fit institutions with the application or, if previously filed with 
PHS, the applicant must state where and when the proof was sub­
mitted. Any of the following is acceptable evidence of nonprofit 
status: 

1. A reference to the applicant organization's listing in the Internal Rev­
enue Service's most recent list uf tnx-exempt orgnnizntions described in 
section 501 (c) (3) of the rns Code. 

2. A copy ol n currently valid fnternnl Revenue Service tnx exemption 
certificate. 

3. A stnt.cmcnt from n Stnle taxing boor or Stat-0 attorney general certify. 
ing that the npplicnnt organization has 11 nonprofit status nnd Utnt none 
of the net earnings accrue to nny private shnrcholdcrs. 

4. A certified copy of the orr:nnizntion's certificnte of incorporation that 
clearly estnblishcs nonprofit status. 

Ii. Any of the nbove proof for a State or parent orgnnizntion and a stnlc· 
ment signed by the 1m 1-cnt orgnnizntion thul lhc npplicunt org1111i1.ntion 
is a local nonprofi t nffilinlc. 

Federal lnsf itutions 

F'cdernl institutions are eligible to receive cer tai n types of PHS 
grants on the same basis us non-Federal instilutions. ThiR eligibil­
ity includes, but is not limited to, grnnts for research, training, 
and demonstration projects authorized under the PHS Act, as 
amended. Such grants to Federal institutions can be funded ut 
100 percent of the costs . 

Forcin11 I 11Hlitutio11s cmd International Organizations 

Foreign institutions und intcrnntiorrnl organizutionR are only 
eligible to receive research grantR (including conference grants 
eligible for support under the proviRions of Chapter PHS :1-530, 
"Support of Conferences''). Other typeti of PHS grnnt!'I , :;uch uR 
for Rupport of training, proviRion of health ::;erviccs, and com1tr11c­
tion of health fncililies, mny no t be made Lo foreign inslitutiorrn 
and intcrnntionnl organizations unless the program has been Rpe-

51 



cifically designed for s upport·of programs in .a foreign setting and 
has had prior approval from the PHS agency head. (Occasionally, 
however, a fellowship award is made to an American citizen or 
noncitizen national to study in a foreign institution. In these in­
stances, the foreign institution may request and receive an institu­
tional allowance to cover the costs of training. See Stipends and 
Allowances under this section.) 

Proposed foreign research projects must compet2 with domestic 
research applications for available funds, and the proposed health 
r esearch project must be able to further the mission of t he grant 
program and advance significantly the status of the health sci­
ences in the United States. 

Trainees and Fellows 

Trainees supported under a. training grant and individuals d i­
rectly supported under fellowships must meet the general eligi­
bilily r equirements set by the particular program providing the 
.suppor t and m1y additiona l requirements established by t he gran­
tee institution. 

Funds may not be used for the following purposes: 
1. The suppo1·L of any tl'nirwc 0 1· fellow who, bcrnusc of ng'c, physicF or 

nrcnl:d co11clitio11, or otht>r rclevnut fnt'lor, would not in the jucli::-mcnt of 
lhc pro~rnm dil'cctor or spom;or he nblC' to URe the t1·11ining 0 1· meet t:hc 
inslitulion'H minimum qualifications for the trnining- involved. 

2. Tlw cu11linu11tio11 support of n trninl'e or fellow who hns fnilt>d to dcmon­
~lrulc ~n ti !> fuclor~· prog1·C's:1. 

:I. The 11upporl of trnining for M.D .. D.D.S., D.V.l\'f., D.O., 01· similnr clc­
grl'CH.• 

•I. Residency training, turks.<> iipccilicnlly r.pprovcd hy PIIS. 

B n\' i1·011111cnlal Impact (Ch:q>ler P ll S :l-!'iO:I) 

The Nat ionnl 811vil'onme11tal Poli cy AcL of 1 !)G!) ( N l~PA) (Pub­
lic Law !) J- 190) cstablishci-; national policy g-onls and procedures 
fol' JH'olccting and enhancin 1~ lhe c11vironmc11t. The pl'oviRions of 
this Acl ~ovc1·11 all Fcdernl a1~cncics an cl rcqni ru them lo consider 
tho prohnhle enviro11mo11 tal conscquenccR or any major Fcdcr·nl 
activity, inchuling- 11cl ivitics of olhcr org-aniznLions 01wrating- with 
lhc conc111Tc11cc or HupporL of n Fc<lcrnl ag-cncy. 'l'htrn, tlw Act 
pcr t.ainH lo activities Hllpporlecl in whole or in pnrl through Fccl­
e1·ill conll'nctR, g-rnntH, subsidies, loam;, 01· othcl' forms of funding 
asRi slnncc. 

To a<lminislel' Urn provhlionR of NEPA, HEW requ ires that tho 
cnvil'onmenln l m1pects of ull rcqueKlH for nss istnnco involving­
construclion proj11ct:;; 1 and ccl'tnin 1·cqucsl.s for a~KiKtancc in-

• H<•·tlon 772 (1<) ( 11), l'llH A.-t., n11tl1C1rft,.,. 11r1111t" rur r.nlnln 1)•1•r. "' nn•lori:rnclul\to nll'•ll· 
r.nl 111111 11~too11nthlr 11rt'Nl•lor t ml nln1: lu llr«M uf •cv11ro 11h1·•lrh111 •h11rln11e. 
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volving nonconstruction projects and formula grant.s, must be 
reviewed and evaluated by the technical- staff· of the HEW re­
viewing office prior to approval or other action on the application 
(see below). With regard to nonconstruction project grants and 
formula grants, PHS agency heads are responsible for "screen­
ing out" activities or programs that may have little environ­
mental impact and for publicizing the results of their ~;crecning 
Efforts. Lists of screened-out activities will be published in the 
Federal Register. 

In addition, it is the Department's policy in complying with 
NEPA to include public comment and participation as a part of 
the environmental impact review process. In this regard, poten­
tial applicants for construction projects and non-screened-out ac­
tivities under programs subject to HEW's Project Notification 
and Review System (see Clearinghouse Requirements of OMB 
Circular A-95 under this section) are required to include, in their 
notification to State and areawide clearinghouse:-; a request for 
comments on the potential environmental impact of the project 
and to transmit such comments with the completed application 
when submitted. 

Project Grants 

Constructfon 

All applicatio11s for assistance for cons~:·;.1ction s hnll be nc­
companied by tnc applicant's own environmental nnalysis, 
separately bound, to facilitate review und evaluation by the 
technical s taff of the HEW reviewing onice prior to approval 
or other act.ion 011 the application. 

Nonco;1 ,qf.rllction 

For those programs 0 1· aclivities thnt have been screened out 
from routine NEPA processing-, no envirnnmcnlnl nnnlysiH is 
necesi•mry, except in those unwmal situations where a sig-ni!i­
cunl cnvirnnmentnl co11scque11ce is anticipated. In such cnsc, 
nn environmental analyRis shall bo provided with the applica­
tion. 

fi'ommla Grants 

State 11i.ce11ci1m receiving fo r mu la g ran t fllncl!:; nre r-iub.icct to the 
requirements of' Nl!:PA. Therefore, in its review or St.ale plans or 
npplicntions, PHS must be assured lhnt t ho Stnte age11cici-1 have 
established procedures fo r insuring compliance with NEPA and 
that the procedures nrc in nccordnncc with thmw contained in 
the l:JEW Gmum rl Arlmi11is/,1·atiou Manual, Pnrt 30. 
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Federal I.ncome Tax 

All recipients of PHS grant funds, whether such funds are re­
ceived directly from PHS or indirectly under a subgrant, con­
tract, or other assistan~e (for example, student assistance under 
a training grant), are responsible for and must adhere to all ap­
plicable Federal income tax regulations. Questions concerning the 
applicaiJiJity of such regulations to grant funds should be directed 
to the Internal Revenue Service. Additional guidance for fellows 
and trainees is provided in IRS Publication 520, Tax Information 
for 1hnericcm Scholars in the U.S. ancl Ab1·oad, which may be ob­
tained from IRS. 

Financial Evaluation of Grant Applications 
( Cha1>tu PHS :6- !iOO) 

Financial evaluation of grant applications involves (1) per­
forming a cost analysis of each project grant application ap­
proved for funding by PHS and (2) determining the adequacy of 
the applicant institution's accounting system to insure that Fed­
el'al funds , if a.warded, will be expended in a judicious manner. 

A cost analysis is t he pl'ocess of obtaining cos{ breakdowns, 
verifying cost data, evaluating specif1c elements of cost, and ex­
amining data to determine the necessity, reasonableness, nnd ap­
propriateness of the proposed cost. The form nmi extent of such 
nn :rnnlysis will be determined by the Grants Management Officer 
rwicwing the appli<'ntion. 

Where a prospective grantee has had no prior governmental 
grants or cost-reimbursement contracts, the applicant institu­
tion's account init system must be reviewed prior to awnnl or 
within a rem;onable time thereafter to assure its adequacy and 
acceptability. This review will also npply where known financial 
or mnnagemcnt deficiencies exist. Such a review will be under­
taken by 01· al lhe direclion of the Grants Management Officer. 
'!'he r C!!ults of the review will detenniue the action lo be taken Ly 
PHS wit.h reg-anl to the awnrcl. 

Flood J ns urance 

'l'hc Flood Disaster Prnlcction Act of 1978 (Public Law 03-
23'1) provides that no Fcclcrnl finnncial assistnncc for acquisition 
or construction of property mny IJc provided in ident ified special 
f lood areas in the Uni tecl Slates unl c:;s, within I ycur after I.he 
affected community has been notified that it iA llood prone. the 
community participates in lhc Nntionnl Flood Insurnncc Pro­
g ram, nncl llood i11s11runce is purchniwd. Lislings of flood-proirn 
a1·cns that l\r<! eligible for flood insurnncc nrc published in the 



Federal Regis.ter by the .Department of Housing and Urban De­
velopment (H UD) . 

The flood insurance purchase requirement is applicable to both 
public and private applicants for PHS support, including formula 
grant programs where PHS approves or ratifies the expenditure 
of funds for acquisition or construction on a project basis. 

Grant-Related (Program) Income 

The grantee is accountable to PHS for grant-related income 
generated by PHS grant-supported activities. Some examples of 
grant-related income are proceeds from the sale of products or 
services produced by grant-supported activities, such as labora­
tory tests or computer time, payments received from patients or 
third parties for medical or hospital services provided under a 
project, fees received for personal services performed in connec­
tion with and during the period of the grant-supported activi ty, 
proceeds from the sale of assets purchased with project funds, 
and royalties from copyright.c; on publications developed under 
or patents on invent ions conceived or first actually reduced to 
practice under n grant-supported project. 

Records of the receipt and disposition of grant-related income 
must be maintained by the grantee in the same manner as re­
quired for the grant funds that gave rise to the income. 

Disposition 

The policies governing the disposition of the various types of 
grnnt-related income arc ns follows: 

1. All progrnm income enrn1:d during the period of PITS grant suppott 
except royalties unit proceeds from lite imle or real properly or tnngihle 
pcrsonnl prnperty s hall lw rct11i11ed hy tho gl'llnlec nn1l shull he trentcd 
in nccord1111cc with one 01· 11 combination of t he following 011tions ns set 
forth in the grnnt's terms and conditions: 
n. Used by tho grnnlcc !or nny purposc11 thnt furlh!?r the ohjcctlvc!l of 

the logislntion under which the grnnt wns made. 
b. Dcduclcd from the lot.111 111·oj cct coslii for the purpose or dete1·1ni11lng 

lhc net cosLci on which tho Fcdernl shnrc o( costs will be bnscd. 

If the te rms nncf C'Ondilions of the gl'llllt do nol speci fy disposition, the 
grnntec shnll s1!lc?ct one or n con1hi1111tio11 of the nbovo options. 

?.. Ttoynlties 

Roynltic!l received by grnnlecs from copyrighL'I 011 1rnblicntions 01· other 
works cluvolopcd under PHS grnnt.i; or from pntcnts on inventions con­
ceived or first nctunlly reduced lo pl'llctico in the c.:>Url!o of or under 11 
PHS grunt (sec P11t.cnts ond Invontionii under Uris section) shnll be 
trentcd ns follow!!: 
11. ltoyultics rc.-coivod during the 1icriod of i,:rnnt supporL tl.'I 11 rc11ult of 

copyrights or pntcnts 1drnll be retained by lite grantee and, in nc-
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cordance with the terms and conditions of the grant, be disposed of 
under either or a combination of the options listed in 1 above. 

b. Royalties received after the completion or termination of grnnt sup­
port as a result of copyrights may also be retained by the grantee, 
unless the terms and conditions of the grant provide otherwise or a 
specific ag1·eement governbg such royalties has been negotiab.>d be­
tween PHS and the grantc.e, except that for grantees that arc State 
or local govermnents, in the absence of a speci.fic agreement, the 
Federal share of royalties in excess of $200 received annually shall 
be returned to the Federal Government. The Federal share of the 
royalties will bear the same rntio as the percentage of Federal partic­
ipation in the cost of the grant-supported project. 

c. Royalties l'eceived after the completion or tem1ination of grunt sup­
port as a result of patents shall be governed by agreem<.!nts between 
~he Assistant Secretary for Health, HEW, and the grantee pursuant 
to the Department'·s patent regulations (45 CFR G and 8). 

3. Sale uf Property 
Proceeds from the sale of real and tangible personal p!'::.perly acquired 
under a PI-IS grant-supported project shall be handled in accordance 
with the property management policies and procedures under this sec­
tion. 

lriterest 

In accordance wit h section 203 of the Intergovernmental Co­
operation Act of 1968 (Public Law 90-577), the States and any 
agency or instrumentality of a State, including State institutions 
of higher education and State hospitals, shall not be held account­
able for interest earned on advances of grant funds. All other 
grantees, including local governments, shall remit such interest 
to the Federal Government, except where g·overning program­
mati c regulations indicate otherwise. 

Interest rr.ceived by grantees as a result of investing program 
income should Le retained by t he grantee and treated as addi­
tional program income in accordance with paragraph 1 above. 

Tuition and Related Fees 

'l'uition and related fees recei ved by an institution of higher 
educa tion fo r a regulnrly offered course taught by an employee 
performing under a ~rant Rhall not be treated ns grant-related 
income. 

Health Systems Agencies 

The National Heal th Planning and Resources Development 
Act of 1974 (Public Lnw 93-<34 I) aclclcd n new Title XV to the 
rublic Heallh Service Act that nulhorize<I the clesignatio11 of 
Health Syslems Agencies (HSA's) lo provide for effective health 
planning and for promotion of tho necessa ry development of 
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hekl~th services, manpower, ~'l.nd faciliti~ within identified health 
service areas. One of the functions of these agencies is to review 
and approve or disapprove, or review and comment on, as appro­
priate, specified proposed uses of Federal funds within its health 
service area. (See Title XV of the PHS Act and 42 CFR 122 for 
the applicability of this requirement and associated procedures.) 

HSA's are required to coordinate their activities and should 
seek to enter into a written agreement with each A-95 Agency 
whose area of responsibility is in whole or in part in the HSA's 
health service area. Such agreements should provide for concur­
rent reviews of relevant proposed uses of PHS funds to assure 
complementary actions. (See Clearinghouse Requirements of OMB 
Circular A-95 under this section.) 

Human Subjects (45 CFR 46) 

Safeguarding the rights and welfare of human subjects in­
volved in activities supported by PHS grants is the responsibility 
of the institution that receives or is primarily accountable to the 
Government for the funds awarded for the support of the ac­
tivity. This policy applies to grantee institutions performing re­
search, development, demonstration, or other activities that in­
clude as participants individuals who may be placed "at risk" be­
cause: of their participation. An individual is at risk if he/she 
may be exposed to the possibility of physical, psychological, or 
social injury. These individuals must be protected in accOl·dance 
with the provisions of the above-referenced regulation. 

In order to provide for t he adequate discharge of this institu­
tional responsibility, no grant for an activity involving human 
subjects shall be made unless: 

1. An nssurnncc of complinncc with HBW policy rl!gat'dlng the protection 
of humnn suhjecl!I hns hccn submillcd by the grantee instilulion nml is 
Cound ucceptnble by HEW. (Sec '25 CFR '2G for lhc requiremants for 
general und spccinl nssurnnces.) 

2. A properly constituted commilt.ce of the grantee inslitulion hns l'twlewecl 
nnd approved such nclivity nml n cerlificntion is submillcd with the 
grant npplicnlion i1tating thnl it hos been r:cvicwell in nccordnnce with 
Urn institution's npprovcil nssurnncc, This cel'lificntion must be sub· 
mitlccl nnnunlly on the bnsis of continuing review of the g runt-supported 
111·ojt'Ct. 

The Office for Protection from Research Ri:;ks, National Insti­
tutes of Health, Bethesda, Maryland 20014 is responsible for the 
implementation and enforcement of this policy for HEW. Infor­
mation concerning t he preparation and negotiation of assurances 
may be obtained from that office. 
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Information Collection (Chapter PH~:l-11) 

The use of grant funds for the collection of information is gov­
erned by the following criteria: No grant shall be awarded with 
a primary objective of collecting information intended primarily 
for the use d the Government or third parties specifically de­
signated by tLe Government. Contracts shall be used for this pm·­
pose, unless a grant is specifically required by legislation. 

However, grantees may use PHS grant funds to collect infor­
mation under either of the following conditions: 

1. When the collection of informal.ion is not n primnry objective of the 
grant, but is incidental to, or is an integral part of, n grant-supported 
activity. 

2. When the collection of information is a primary objective of the grant, 
but such information is not intended primarily for the use of the 
Government or a Government-designuted third party. 

When information is collected under grants in accordance. with 
either of the two conditions above, grantees shall be prohibited 
from representing to their respondents that the information is 
being collected for or in association with PHS unless PHS ap­
proval has been obtained or the Otlice of Management and Budget 
(OMB) report clearance procedures have been followed. (See 
Report Forms Clearance by OMB under this section.) 

Laboratory Animals, Care and Treatment (Chapter PHS :1-43) 

Institutions and organizntions using live, warm-blooded animals 
in projects or activities supported by funds from PHS grant-; 
must provide written assurance to the Office for Protection from 
Research Risks, NIH, that they will evaluate their animal facili­
ties on a continuing bas is with regard to the care, use, and treat­
ment of such animals. 

The assurance must describe either ( l) accreditation by a rec­
ognized professional laboratory animal accrediting body or (2) 
the establishment of a committee to evaluate the care of all live, 
warm-blooded animalR hckl or used for activities Hupportecl by 
PHS grants. It must also commit the irn•titution lo comply with 
applicable portions of the Animal Welfare Act (Public Law 89-
544, ns amendecl) and to follow the guidelines prescribed in HEW 
Publication No. (NIH) 74- 23, G11ic/e fol' I.he Cal'e and Use of 
Lcibvmtory A 11 imals. 

Matching- and Cost Participation Hequirements 
(Chapter PHS :l-400) 

\ 
Some PHS progrnms require that expenditures from granl 

funds be rnntched proportionately by expenditu res from othe1· 
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funds ' or that the grantee participate to some extent in the cost 
of a project. Costs used to satisfy the grantee's matching or cost 
participation requirement may be financed from the following: 

1. Any non-Federal source, including cash or in-kind contributions pro­
vided or donated to the project by the grnntee or by third parties. (Fol' 
details regarding the vnluulion of in-kind conb:ibutions, see Chapter 
PHf :1-400.) 

2. Grunt-related (program) income, other than certain income from royal­
ties and income from the sale of real or tangible personal property, 
when the grantee is authorized to expend such income to furth~r the 
pl~rposes of the legislation unde1· which the grant was macle. 

3. Funds det·ived either dh·ectly or indirectly from Federal sources that 
are received as fees, payments, or reimbursements fo!' providing a spe­
cific se1"1ice, such as patient care reimbursements received under Medi­
care or Medicaid. 

4. Any Fedeml grant 01· contract awarded under a statute that specifically 
authorizes that funds provided under such grant or contract mny be 
used to satisfy n•atrhing requirements on other Federal grants. 

5. Federal funds received untfor grants or contracts whose expenditures 
need not be nccounted for to the Federnl Government. 

Unless otherwise authot·'.zed by legislation or regulation, costs 
used to sati::f:r the grantee's matching requirements may not be 
borne from the following: 

1. Direct Fcdcn1! grants, suhgrnnts made from other Fede:-al grnnts, 01· 

Fedcrnl conl1·ncts , which provide gencml financinl support to the project 
ns opposed to the purchasing of services mentioned above. This prohibi­
tion includes cosls finnncc<I by entill!!ment funds undc1· the Slulc nnd 
Local Assistnncc Ad of l !J72 (General Rllvcnuc Shnring). 

2. Costs or contrilmtions used ns mntchin~, cost sharini;, ' r cost p111'licq111-
tion on olltcr grnnls. However, when n conlribution 1: relutc1l lo t.wn 
or more i;rnnls, it mny hu prol'lltcd nmon~ the grnnts involved. 

The above provi!;ions rcgarcling the allowabilitJ' and unallow­
nbility of the sources of fin:lllcing granlcc participation in ihc 
costs of n project are also applicable lo cost sharing in rcHeurch 
grnnls. (Sec Cosl Sharing in ReHcarch Grunts under this sec­
tion.) 

Merit Systems. Standards fo1· Personnel Adminisft'ation, a nd 
Affirmative Action Plans for Assudng Equnl Bmploynw11l 

01>11ortunily ((' ha 1>tcr PHS :5-l:iO} 

Stale and local govel'llmcnt agencic:> receiving f'unc.ls unc.ler for­
mula ~rnn t fJl"OJ'rams that arc subject to mcril Hystcm r cquire­
mcnls must clcvclop uncl mai11lai11 a merit ~yslcm of pcrso1111cl nu ­
minis tntlion, including an allirmalivc nclion pl1111 to ni;s1ire cqunl 
employment opportunity. These rcquircmcnlR arc -iOl fo rlh in the 
''Standards fo1· H Mcl'it System of l'ersonncl Atlminislrnlion," 
Mn1·ch 1!)71, ''An Equal Opporlunity PruµTam for Swt! c and Locnl 
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Government Employment," July· 1970, Civil s~rvice ·Commission, 
and Chapter PHS :5-450. 

Under tl1ose programs wl.ere merit system requiTements are 
applicable, review of a St?.·"c's compliance with Federal merit sys­
tem standards, includir-.6 review of its affirmative action plan, 
will be accomplished as part of t he review and approval process 
for the overall State Plan or application required as a condition 
of the grant. (See Formula Grants under "Application and Fund­
ing.") The recipient State agency shall require similar plans from 
local governments receiving assistance from the formula grant. 

Any one of a variety of types of merit system organizations 
covering substantially all employees in a. State or local govern­
ment would meet the requirements if it adequately provides for 
impartial administration, and the system and its administration 
are in conformity with the merit system standards. In the ab­
sence of such an approved system, a State may estahlish a co­
operative interagency merit sysLm for the grant-aided agencies 
r.overed by the merit system standards. Technical assistance and 
review are provided by the Bureau of Intergovernmental Per­
F;onnel Programs, Civil Service Commission. 

Military Service 

PHS agencies will not intercede in behalf of an individual in 
relation to military status. 

Minori ty-Owned and Small Ilusincsse!J {Chiwter PHS :1-46) 

In order to stimulate minority-owned n.nd small business enter­
prises and to enable them lo exercise a more effective role in the 
commercial life of the Nation, PHS gt'llntee~ and third }.'arties 
performing under gra11ts shall mnke positive efforts to usr: such 
enterprises in the acquis ition of services or products, inl:luding 
bunking, constn1ction, alteration and renovatio11, cons11J·~;,nt nnd 
other services, and procmcmcnt. of supplicR mid equipment re­
quired in the performance of the grun t-supportecl act.ivitios. 

Grantees must mnke an otTort. lo become aware of lbose small 
business enterprises and minority-owned business enterprises lhal 
1ire competent to perform the servi ces or provide the products 
needed so that such tinns are included in invitations for uids or 
1·eq11csts for proposals. Grantees should nlso make use of the ad­
vice nnd nssislunce nvailnblc from Government or~ani r.alions. 

Motion P ictures nnd T elevision Proj.!"rnmR 

Grantees may twe grunt fonch1 to pt·ocluce motion )licturc film f>, 
video tapes, nncl li vL1 tclevh1io11 pro~rntns in connection wilh ful -
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filling the objectives of a grant-supported project. In all such cases, 
however, prior approval of PHS is required. Particular care must 
be exercised to assure that a motion picture or television program 
to be produced with grant funds is essential to the successful per­
formance of the project and that it carries an acknowledgm mt 
of grant ,<;upport. Such acknowledgment should be expressed in 
the following language or its equivalent: 

The production of t his motion picture (television program) was supported 
by Grant No ....... from (name of awarclino a{lancy). However, its con-
tent.'! are solely the responsibility of (name of grantee orga11izatio11) and 
are in no way the responsibility of (11amc of awarding age11cy). 

Multiju1isdictional Areas-Coordination of Planning 
(Chapter PHS:l-143) 

Part IV of Office of Management and Budget Circular A-95 es­
tablishes requirements for and minimum prncedures to achieve 
coordination of federally assisted planning and development in 
multijurisdictional areas. A multijurisdictional area is any geo­
graphic area comprising, encompassing, or extending into more 
than one unit of general local government. 

Under the provisions of Part IV of OMB Circular A- 95, States 
are encouraged to establish sub-State districts or regions to serve 
as a common and consistent geographic basis for planning and 
development activities. When a PHS formula grant program re­
quires that the State uc divided into geographic ureas for pur­
poses of planning, assigning service rcsponsil>ilities to local agen­
cies, dispersion of needed facilities ot· other resources, or for as­
signment of funding priorities or when a PHS cliscretionnry 
grnnt program requires Umt the grantee ns8ume responsibility for 
a fol'llrnlly designated geographic nren, such area .. 'l must conform 
to the State's common planning district.q, whe1·c C!:!tablishctl, un­
less ' here is a clear justification for nonconformnncc. Wh~thcr 
or not the State h1H1 ci:itablished such districts, the Gove1•nor (s) 
of the State (s) in which the designated urea (s) would l>e located 
must be given the opportunity to review 1111d comment. For for­
mula grant programs thi::; is accomplished through the Gov­
ernor's review of t~c State Pinn or applicntion; for discretionary 
project grnnts the review will he nccomplished during t·eview of 
the application by lhe Slate A- nG cle1rringhou8c (::1ca Fonm~ln 
Grant:; und ul:io Clenri11ghouse Hequi1·cmf!nb1 of OMB Circular A-
96 undGr '' Applicnliou nnd Funding.'') Where pl111111i11g nnd de­
velopment clistrict!:! or regionR hnve not been cstabli!dwcl, mlljor 
units of gcnernl local government 11nd tho t\pproprinte Federal 
Regional Council must nlao Lw comwltcd. 
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For grant programs supporting areawide plan.ning activities, it 

the grantee is other than an areawide planning agency designated 
under Part I of OMB Circular A-95, the grantee shall coordinate 
its activities and seek to enter into a memorandum of agreement 
with that agency (see Cle<.ringhouse Requirements of OMB Cir­
cular A-95 and also Health Systems Agencies under this section). 
The agreement must identify activities requiring coordination, de­
lineate organizational and procedural arrangements for coordinat­
ing such activities, arrange for sharing of resources, and contain 
base data, statistics and projections which have been agreed upon 
as the basis for planning in the area. 

NoUfication to Unsuccessful Applican ts (Chapter PHS:l-&l) 

A written notice will be sent to each unsuccessful applicant 
within 30 days after the decision has been made to disapprove, 
def er, or otherwise not to fund the application during the normal 
funding cycJc. This policy is applicable to all PHS discretionary 
project grant programs, both construction and nonconstruction. 

Objective Review of Grant ApJ>lications 

All discretionary gmnt awards subject to competitive review 
will be bused on a system of objective review involving persons 
outside tho immediate organization in which thl: ,:vrnnt award 
authority is vested. 

'!'he review ::iystem, which i::i e::itabli shecl by C<lCh PHS Agency 
Head fol' centl'nli;wd nrognurrn and each PHS Regional Ilcalth 
Administrator fo r clecentrnlizccl progrnms, must set forth guide­
lines nnd criteria agninst which applications will be reviewed in 
order to obtain 11nifol'mity nnd comparabi lity among- rcviewcrR. 

'l'he 1 °viewerH must perform n thoro11gh an<l consi~t.ent ex­
amination of all applicalion!i and provide advice to awarding offi­
ciulH based on independent cvalualion of scientific or tel!hnical 
merit. The 1·eviewen; must be pei·sonR knowlcdgcnblc in the field 
of endeavor for wl1ich support iR rcq11csicd, they m11st !Jc free of 
unr direct rclnlionship with Urn in~titution irnl.m1ilting the ap­
plication, and their actions mmit uc free of nny con{]id of interest 
or appcarnncc thereof. 

Objcctivo rev iew of imu1t ap11licnt.io11s iH int.ended to be 11<l­

viiio1·y lllHI not lo replace thb nuthorily of the nw111·d i11g- otncial to 
decide whether a g-mnL slmll be awarclcd. Such dcch;iow-1 arc IJ11scd 
not only 011 the rccomme1Hlntio11~ rciiullmg- from lhc objective re­
view p1·ocosil hut nhm 011 sl.ntecl Jll'OA'l'IUnmnlic priorities nn<l the 
nvni lal>ll ity or fundH. 
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Patents and Inventions 

Policy 

In accordance with HEW patent regulations, all inventions 
made in the course of or under any PHS grant shall be promptly 
and fully reported to the Assistant Secretary for Health, HEW, 
except that recipients of fellowships, traineeships, or scholar­
ships, whether funded through a PHS grant or awarded directly, 
shall not be made subject to these requirements where the pur­
pose of the award is primarily to support the individual's educa­
tion rather than to support research and the individual is not a 
Government em!1loyee. (See 45 CFR 6 and 8). Instructions for 
the proper method of r eporting should be requested from the 
Patent Br!<n~h, Oflice of General Counsel, HEW. 

As used i1! this provis ion, tne stated terms are defined as fol­
lows: 

1. ''Invention" or "invention or discovery' ' includes nny nrt, machine, 
niunufactu1·c, dcsig11, or composition of mutter, or nny new nncl uscCul 
irnpmvcmcnt thereof, or uny vnriety of plnnt, thnt is or mny be 
pntentnble under the Pnlent Lnws of the Unit.cd States. 

2. 11 M11<le" when used in relnlion to nny invention 01· 11iscovery means the 
invention wns conceived or first nctunlly rcrluccd to prncticc during the 
course of the grnnt. 

Determination 

Determination as lo ownership and disposition of invention 
rig htH, incluJinJr whether a patent application shall be filed, and 
if so, the manner of obt..'li11in1~. administering-, and <lispos ing of 
l'ig-ht.c; under any patent npplicntion or patent that mny issue, 
shnll be mncJc either: 

l. Oy th e~ AssiRbmt. 81•cr<'lnry for Hculth whose dcci~ion :;hnl! be eonsid­
Cl'(:d tl !I firm! or 

2. Where tlw im1t.iluti1111 hn!I u iw11111•11 lc formnl institutio11nl ni.trccment with 
tho De1mrt1111.mt,, hy lhe l{rt111lcc i11stilulio11 in ncconlun~c with thnt 
ng r('(!mr.nl. 

Pnlt.mt applicalio11H shall not be filccl on invc11tions under item 
above without JWior writLen consent uf the Assistant 3ecr~lnry 

for rr c11 lth 01' hiH l'CJ>l'Cl\Cll tali ve. A11y patent nppl icalion filed by 
Uw s.trn11l.ee 011 a11 i11vc11Lion made in the course of or under a 
PTIS mw1t Hhnll incluclc the followin~ stnternent in the firn t parn­
g-rnph of the specification: 

Tho l11vuntio11 d<:sc1·ih1.·d herei n w111:1 nuuh• in tlw rourst• of, or 11n1IC' r, 11 
1:r1111L from the (11111110 n/ 1111·u1·tli1tfl nn(l111·11). 

Upon request, tho gr 1nt cu shnll fur11ish ~uch duly executed in­
l-ltrumcnt:s (prcp111·cd by tlw Cover11mc11L) 1111d Hitch other pnpcrs 
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as are deemed necessary to vest in the Government the rights 
reserved to it under HEW regulations. These instruments and 
papers will enable the Government to apply for and prosecute 
any patent application, in any country, to cover each invention 
where the Government has the right to file such application. (See 
also Inventions under "Reporting Requirements.") 

Supplementary Patent Agreements 

The fact that two or more institutions or organizations share 
i11 the grant-supported acti.vity does not alter the grantee's re­
sponsibilities concerning patents and inventions. The grantee in­
stitution shall obtain appropriate patent agreements to fulfill the 
requirements from all persons who per form any part of the work 
under the grant and may be reasonably expected to make inven­
tions. 

The grantee shall insert a clause into any contract or agree­
ment made under the grant that makes this patent and inventions 
policy applicable to each cooperating institution and its employ­
ees. Agreements shall also be obtained by the grantee to govern 
disposition of righls to inventions resulling from screening of 
r•ompouncls synthesized under the grant. 

Income 

Royalties received by grantees from patents on inventions con­
ceived or first actually reduced to pract ice in the course of or un­
der any PHS grant shall be treated ns grant-related (program) 
income. (Sec Grant-nelntcd (Program) Income under this sec­
tion regarding- lhc disposition of such royalties.) 

lnve11iions Retmlli11r1 lrom Granls /Jlad<' in Support of 
Research b!I /i'(l(foral Emplo11ees 

Inventions rci-;ulling' from g-rants supporli ng the activities of 
Federal em ployeei-; lihalt !Jc rcporlcd i;imultuneowdy to the As­
Ristan l Secrcla1·y for H c1tlth pur:rnant lo the lerms of the g1·Mt 
nnd to the employi ng- M~cncy under Lhc to1111 :1 of b;xr.cut ivr. Order 
100!)G, as amcnclcd . 

Prior A1>11roval of Use of Gt'ant Funds lnduding­
Hchudg-ct ing- (Chapter PHS :1-510) 

l•'or nrnHL (liscrctiona ry pro; cct ~rnnt:-i, PH S documents nn ap­
provr!d huclg-ct on the Noti ce of Grant Awnrd. Such documenta­
tion cons lilulcs prior approval for I.he performance of nctivilics 
lllHl lhc cxpc11d iLl1l'e of funds for specific purposes :111<{ item::; clc-

64 



scribed in the grant application. In addition, the grantee institu­
tion is permitted to rebudget between budget. categories within 
the total direct cost b1ulget of the project to meet unanticipated 
requirements, provided (1) the expenditures are necessary to the 
successful continuat ion or completion of the project, (2) the pur­
poses for which the expenditu res are made are allowable under 
regulations and policies governing the grant program and the ap­
plicable cost principles contained in Subpart Q of 45 CFR 74, and 
(3) prior approval is obtained in accordance with the guidelines 
set forth below. 

Policy 

PHS policy regarding budget revisions for all grantees is tho 
same as that stated in Subpart L of 45 CFR 74, except that (1) 
in accordance with the option provided in paragraph 7 4.102 (cl), 
PHS h:is elected to waive paragraphs 74.102 (b) (3) and (b) (4), 
and (2) certain modifications and additions to t he provisions of 
Subpart L have been authorized for PHS. Thus, for all noncon­
struction discretionary project grants 11 prior approval must be 
obtained from the appropriate approving authority (see below) 
for budget revisions whenever such revisions : 

1. Result from chnngl!s in th '.! scope or oLjectivC! of the grnnt-supporlc<l 
nctivitiC!S, including subgrnnling or contracting out nny of the principal 
ncLivitie~ of the ~ront. 

2. Tndicnte n need for :idclitionnl Fedcrnl funding, excluding those situ· 
ntions where the net!d Cot· rulditionnl funrling results from nn increase 
in the nmount of inclirccL costs lhnt mny be dnimcd hccuuse or nn other­
wise allownble rebudgeting nrtion thnt incrcnses the direct cost base 
ngninsl which indireC'L costs nre cnlculnted.' 

!l. r nvolve the lrunsfor oC nmcunts budgeted for indirect costs lo nbsorb 
increases in direct cosL'l. 

it. lnvolvc ony purposes clisnpproved or rcstriclell us n condition of the 
uwnr<l. 

fi. J nvolvc the trnnsfcr of funds hctwren conslruclion und nonconslruction 
work supported hy the snme I'll S grnnt. 

n. Involve the l'X(ll'fl(lillll'C or furuh; for 1111.Y ilcms or Jllll'JlOSCS l'(!CJUiring 
prior 11p11roval in nccordnncc with the npplicnblc cost principles or other 
dul y promulgutPd )loliC'ies of PllS. (Seo Chnpler PHS: 1- fi lO.) 

7. Involve lhe t runsfcr or funds nllott1•d for lr11in t'C COSL'l (slipr.nile, tui­
tion. nnll foes) to other cnt.cgorics of expense. R1•b11dgeling within the 
cut.cgory oC lTl\incc cosl.s is ullowuLle without prior 11pprnv11I. (Sec 

duly promulgaLctl policl"s of PII S. (Src Chnpt.t"r l'HS: 1-GlO.) 

~ Pnr 1111lftl<'ll n1111llcbbl" to run~\rurtlnn 11r1tnld, sec Cunslnartlo11 Grants un1ler "Ccncr11l 

l'olfcl"1." 

' Am ounlil for n1l11itlunnl lntll rcal Cl•"W 11hnll hf' 11rovhlr1I In 11ccnr1lnnC•J wit h the r1roVI· 
nloM o f l'f.'IV (;ranll A1lm111i•lrn/,l11t1 M«111111 I Chnptc r G· lfiO, "llcl111l111t·1<l'rn1' 11L of lrulfrac l 
f;oa ht. '' 
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Prior Approval Authorities 

Private N on1n·o fit InsUtutions 

Private nonprofit grantee institutions, other than colleges, uni­
versit'ies, hospitals, research inst-itutes, <Ln<l research founda­
tions, must ohtain prior approval from PHS for all proposed 
rebudgeting actions for which prior approval is required. 

State a.ncl Local Govenmient Agencies 

Grantee institutions that are State or local government agencies 
are required to establish and use an Institutional Prior Approval 
System (see below) for obtaining prior approval of the follow­
ing types of rebudgeting actions: 

1. Each individual item of special-purpose equipment having an ac­
quisition cost vf $1,011 1 or more. 

2. Patient cat'e costs in excess of the amount in the npproved budget, 
provided the need for patient care in the project was specifically 
approved by PHS. 

State and local government agencies must obtain prior approval 
from PHS for all other pr"posed rebudgeting actions that re­
qufre such approval. 

Colle[Jes, Universities, Hosvitals, Research Inst'itutes, a.nd Re­
search F'ou11dritfo11 s 

Grantee institutions that are colleges or universities, hospitals, 
research institutes, or research foundations are required to 
establish and use an Institutional Pl'ior Approval System (sec 
below) for obtaining- prior approval of the following types of 
ret udgeting actions: 

1. Ench individual item of special-purpose equipment having nn acquisi­
tion cost or $1,000 or mor<'. 

2. Cumulative expenditures for cc111ipnurnt in any budget period that 
will cau5c the nmount nwnrclccl in thu npprovccl bmlgct for equip­
ment lo be exceeded by $1,000 or 2fi percent or the buclgctccl amount, 
whicucvcr is grenter. 

3. Cumulative expcncliturcs ror domestic travel in nny hutlgct pe riod thnt 
will cause the nmnunt nwnrclcc l in the npprovcd hudget ror such 
trnvcl lo bt! cxcccclcd by $!i0.Q or 2!i percent of thc budgeted nmounl, 
whichcver is grcnlct· . 
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ii. Patient cnrc costs in execs!' of the nmount in the approved hudget, 
provided thc need for patient cnrc in the project wns specilicnlly np­
provccl by PHS. 

Colleges, universities, hm;pi tals, and resea rch institutes and 
foundations musl obtain prior apprnval from PHS for all other 
rebudgeting- actions that require such approval. 



Institutional Prior Approval System 

Where an institutional prior approval system is required, it 
must operate in accordance with the following standards: 

1. The institution must designate an appropriate grantee institution official, 
who does not have direct responsibility for the: conduct of g rant-sup­
ported activities, to review and approve rebudgeting requests for those 
items that require institutional prior approval. 

2. The rebudgeting request must be reviewed by the designated official for 
program propriety in l'elatiQn to the objectives of the specific project 
supported by th.e grant to which the charges will be made. 

3. The rebudgcting reqttest must be reviewed by the designated official to 
determine that the change is permissible within the policies and pro­
cedures of both the 1p:antee inst itution and PRS. 

4. The rebudgeting action must neither impair the institution's ability 
to complete the project or activity as approved nor require additional 
Feclernl funding, excluding those situations where the need for additional 
funding results from an increase in the amount of indirect costs that 
may be claimed because of an otherwise allowable rehudgeting action 
that increases the direct cost base against which indirect costs are cal­
culated. 

5. The fundi; must not he us!!d for any purpose disallowed as a condition 
of the awurd. 

G. The rebudgcling request and approval action must be fully documentccl 
in the grantee institution's files nnd retained in accordance with tha 
provisions of PITS policy. (See Recol'ds Retention and Audit under this 
section.) 

7. Grantee iustitutions may be more, but not less, restrictive conccming 
l'chudgcting on the sp1!cified items. In addition, they may establish prior 
approval requirements within theil' own institution fol' cost cnlcgorics 
other than those spccilicd herein. Approval for rcbutlgeting in these 
other calc~orics mny be at nny level set by the grantee institution. 

iJl elhods of Rcqllesling Approvals from PHS 

All rehudgeting r equests that require prior approval of PHS 
must be Hubmittecl, in writing, to the Grants Mnnagement Officer 
designated on the Notice of Grant Award. All requesls must bear 
the signature o( a res1)01·1sible onicial of the busine1>s office of the 
grantl!e institution as \veil as the originator of the request, if 
different. 

The Grants Management 001cer shall be responsible for rev iew­
ing the request with prog-ram ofTicials, as 1rncessary, and for pre­
paring n prompt reply to the grantee institution. 

Whenever gran Lees con template rcbuclgeting an cl arc ,mcertnin 
about the allowRbility of items of cost, particularly when i:nich 
items are not mentioned in the regulations, cost principl~!'!, or 
other HEW 01· PHS policy documents, lhey are gtrong1y c11cour­
uged to seek advance com;ultation with the designated Grnnts 
Management Omccr. 
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Failure to obtain prior approval, when required, from either the 
grantee institution or PHS, as appropriate, may result in the 
disallowance of costs. Additionally, even if the required prior ap­
proval is obtained under an institutional prior approval system, 
where it is determined, through audit or otherwise, that the costs 
do not meet the required testi; of allowability, allocability, neces­
sity, reasonableness, etc., the costs may be disallowed. 

Property Management 

A summary of the PHS policies and procedures governing the 
acquisition, utilization, and disposition of property acquired under 
a PHS grant-supported project is set forth below. Generally, gran­
tees may use their own property management policies and proce­
dures provided they observe the following minimum requirements. 

Definitions 
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Heal property-Land, land improvements, stl'Uctures, and appurtenances 
thereto, excluding movable machinery and equipment. 

Personal 11ro11erty-Property of any kind except real property. It mny be 
tangible, having physical existence, or intangible such as patents, inven· 
tions, and copyrights. 
1. Tangible 

n. E :-epcJl(/a/1/c '11c1·so1111/ 711·npcrt11 (generally, "supplies" ) : All tangible 
personal J>l'operty othel' than nonexpcndnblc Jll'())lCrty. 

b. No11cx111•11clabfr 711•r11011al fll"O/JCl'l1/ (generally. "equipment"): An 
article of tangible personal propert.y thnt is co•nplet.c in it~clf, is of 
a cluruble natul'c, hns nn l'xpcd<'d useful Ii fc ,,f more than 1 year, 
nnd has an acquisition cosl of $300 or more pur uni t, cxrcpl thal 
recipients suhjccl to Cost Accou11ti11J? Slandal'lh Bonl'll (CASI!) reg­
ulations muy use lhc CA SB swndnnl of $500 per unil nrul useful 
life of ~ Yl'a rs. Any defini t ion of 11011expcndablc pcrso11 11l 111·01u11'ly 
used hy the grnntcc musl include nil tnng-ihlc personal 111·11p!!rly m; 
rk•fincd hy the pl'ccctli111~ sentence. 
(1 ) Gr.11l'rnl-11111·7111111' 1:1Jllif11111•11I: All ih:ms of equipnicnl of types 

llrnl an• 1-:"C t1crally 11snblc for· other than rrscnrch, mc1licnl, 01· 

spccinlizcd sc icntilit: or lechnicnl activities, whether m· 11ol spc­
cinl 11101lificnlio11s nrc nccrlcd lo make them suitnhle for use on 
u projcl'l. G1•nc1·11l-11111·po!;e cquipnwnt includes such items as 
oOkc cC)11ipmcnt nnd furnishinf..,-s, lwatin~ 1111<1 coolin i::- units, 
1111sscn1:c1· nml cnrgo vchielc11, com1111tinl! anti automatic tlnla 
pro1•cssi 11g dc\•irru<, c :tllll'l'lls, c tr. 

(:.! ) 8111, i11f-1111r1ws1· 1'1[11i111111·11t: A II itoms of C'quipmcnt that 111·e 
J!CllCl'lllly w;nhlc only for rcRca r\'11, mrdical, scicnlilk 111· lech11i­
cul activities. It i11rl•1des sm•h items ns microscopes, X -ray ma­
chines, sur1~i c11l ins t1·m11onts, etc. 

!:!. lntnngihlc property is sm·h prnpcrty m1 Jlt1lc 11ls , inventions, nlltl copy· 
l'i~~h l s. (S1•e Index for f'nll'nli;, lnvenlion~. nncl CnpyriJ,!hl:i.) 

l'ropcrty 11c1111in•d 11111for 11 l{rnnl ·HUJlflorl.cd projcd--Prope1'ly p11r1: h11scd 
from dthtol' the 1"c<ll'ral sh11rc or 11011- l"cilcrnl s h111·c of 11rojcrt c·n~ l s is ron-



sidered to be property acquired under a grant-supported 1uoject, provided 
the non-Federal share is subject to Federal approval and is documented as 
part of the approved budget. Prope1·ty purchased under authorized re-­
budgeting actions subsequent to award is subject to all policies applicable 
to "property acquired under a grant-supported project." (See Budget and 
also see G1·ant-Supported Activities/Project under "Glossary.") 

Acquisition 

PHS and grantee institution policies and procedures with re­
spect to acquisition of property under a grant-supported project 
must provide for (1) consideration of the function of the prop­
erty in facilitating the successful completion of the project and 
(2) insuring that grant funds are properly used and accounted 
for. 

Real property may only he acquired where authorized by pro­
gram legislation and specifically provided for in the grant award. 

Grantees are required to oe prudent in the acquisition of prop­
erty under a grant-supported project. It is the grantee's responsi­
bility to conduct a prior review of each proposed property acquisi­
tion to -issure that the property is needed and that the need can­
not be .JJet with property akeady in the possession of the institu­
tion. The grantee's procurement practices must assure that all 
property is purchased at reasonable prices. Competitive procure­
ment procedures must be followed to the maximum possible extent. 
Positive efforts should be made to allow small businesses and 
minority-owned businesses to compete for procurement contracts 
under grant-supported projects. 

A grantee institution may be reimbursed for an item of tangible 
personal property already owned by the insti t ution only when it 
is held in a central storeroom for issuance ancl sale to any usini:t 
activity, and the cost <!barged to the pm·chaser is properly ad­
justed to reflect depreciation. 

Acquisition cost include:;; the cost of the unit plur-1 the cost of 
necessary a.;cessories. Ancillary charges such :rn duty, taxes, tram~­
porlat ion, protec tive intransit insurance, anti i11Rtallalion :.;}mil be 
included in or excluded from such cost in accordance with the 
grantee's regular accounting prnctices. 

Prior A 7J1Jrowrl Req11fr r.mmits (No11co11slrnclion Discrctfona.1·11 
Proj<wl G rn11 ls) 

I. f:e111•ral-1111riw111• l'(jllit>mcnl: Purr hasc of 1111 individual it.em of s11d1 
ccwipmcnL hnvin~ 1u1 11c11uisiU011rm1l11r $il00 or 111orc JH! I' unit. 

2. S11c1·l11l-11uqt0lll' l'!Jlli1>nll'nl: Purd1ase ,,f 1111 indivirlunl it.cm of such 
criui11111enl hnvin~ nn Ul'quh1ilion cost of $1,000 m· more p1•r unil. 

a. Cumulnth·e <'~q1cndi1urcR: gxpc11<lllun•11 for oq11ip111cnL in nny ltu<lffCt 
periotl Lhut will ruuso thl' 11mo11nl 11w111·de1l In lhc 1111p1·ovcd hutl~ol lo 
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be exceeded by $1,0.00 or 25 percent of the budgeted· amount, which­
ever is greater.5 

For prior approval authorities, see Prior Approval Require­
ments Including Rebudgeting under this section. 

Title 

Title to real and tangible personal property (expendable and 
nonexpenclablc) acquired under a PHS grant-supported project 
t. hall vest in the grantee upon acquisition, subject to the account­
ability requirements and the PHS right to transfer title as out­
lined below. 

PHS Right to Transfer Title 

Real Property-See the section headed Use and Disposition of 
Property below regarding transfer of title to the Federal Gov­
ernment. 

Nonexpendable Personal Property-PHS shall have the right 
to require the grantee to transfer title to such property acquired 
under a grant-supported project to the Federal Government or 
directly to a third party named by the Government under the 
following conditions, cill of wh:ich must be met in order for the 
l'igh t to be exercised: 

1. Thi'.? )lrO)lCl'l.y hrul 11 unit nc<Juisition cost o( $1,000 or mo1·C'. 

2. The PHS right. lo trnm;fcr Lille to 111·opm·ty ncquircd urulC'r the g-mnt­
Sll)lporlcd project was not wuivecl ut the time of uwarcl ns pnl't or 
lhe terms nncl conditions of Llw awnrd. 

B. Eilher: 
n. The grn11lcc no loni.:e1· has need fo1· llw Jl1·011crly on the project 

for which it. wns acquired. 111· 

h. The grnnl-s1111porkcl pmjcd is hcit11-: trnnsfcrn~d to anothl1r grnn· 
lC'c institution in ncconl111wc with t.lw set'tion hc111lccl Chanl-(l' of 
Grantee lm1lil11tion 1111tlcr ''Changes in Projl1t•l.' 1 

11, Action Lu 1•xcrcisc• this l'ii.:-hL mn~· be lnl<l'll nt. nny t.irnc, hut mu 11l IJ11 

taken 111> J11lt•1· than J '.!0 cby:; follnwini.: the 1·0111plclio11 or l1!rmin11tio11 
of PITS grnnt su11 1101't or Lhc clnt.c of 1111 11ppc11I dcchiion, if applicahlc, 
whichever is Intel'. Adion lo CXl! l'dsc lhi11 rii.:-ht incluclc:i nolifyin1~ 
Lhe 1p·11nh!C of tlw possihilil~• of lransfl'I', nrnl duP:i not nc1'l'S!<111·ily 
111c1111 that. the 11 r t.unl t.1·anllfl'I' will he ac·complishccl lll'foro the CX· 

Jliralion nf the 120-dny period SJ><'cifiocl. 

fi. The grnnlcc mu:;t. lie rein1b11r:;1•tl 1111 11111u1111t nhlniiwcl hy npplyin1~ llw 
11crccntni.:-c of g-r1111lct• p11t'licip11lion in lhc p1·oj Ul'L t'fl)lls irwunccl in 
carryinl! out 1~ r.111l-s11ppot•lecl lll'livilics 1111clc·1· Llw apprnvccl bucll(<'l 
for tlw 1'11dj.!'ct pcl'iucl i11 whic•h lhl' Jll'llfH' l'ly wm; nc<pii1·1·d lo Lite l'llt'­
rcnt fni1· 11111rket v11l11c of the 111·ope1•ty, 111 11 11 :.;h ippin~ 01· s lorngl• 
t•o11ts. 

'Th~ cumulnllv<' t' Xltl'11tlllurt! 1hnltnt 1011 tl1111H 1h1L n1}PI)' lo !'ilnh· tllltl locnl ..:overnnwnt 
niccnr!l'll. 
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Accountability Requirements 

Exempt Property 

Under authority of Public Law 85-934, nonprofit institutions 
(If higher education and nonprofit organizations whose primary 
·purpose is the conduct of scientific research are exempted from 
further obligation to the Government for nonexpendable per­
sonal property acquired under a grant-sl'pporled research proj­
ect, except that PHS has the right to transfer title as pi ovided 
above. This exemption does not apply to other types of institu­
tions nor to other types of grants, for example, training g rants, 
regardless of the type of institution. 

Non e:i;empt P1·opcrly: 
R eal Provcrt11 

Use-Unless othenvise provided by Jaw, real property acquired 
under a PBS granl-Rupported project shall be subject to the 
following requirements, in addition to any olher req uirement 
that is imposccl by the Notit:e of Grant Award or othE 1· fomial 
notification document : 

L The gmntC1' :;hnll use rcnl properly for the purpose nuthor .l~I hy lht! 
ll:.: nri~innl ~rnnl ns Jong us nt!c<lcd. 

2. Prior llJIJll'tWUI lllllSl UC obL'linc<l from PIIS ucforc the grnnlw ('11 11 

llSt! real 11ro1wrly for m·t ivilics other than lhos1• of lhl' ori~inn l ~ru11l. 

U:;c of surh prop~rty shull he limilcd lo ncliviti1•s of uthcr fcdr rnlly 
srwnsorccl proi:rnr or nun-Fc<lcrnl Jll'O)!rn111s with puq.o'ICS con­
sislt!lll wilh tlw ll't:1 .• wlio11 u11dcr which the orii:innl )!rt1nl wnfl mu1!I'. 

Disposilio11- Whc11 real property is no long-er needed as re­
quired t1111lC'1· th e two conditions above, the grnnlec shall request 
clisposilion ins lrn<'lions from PIIS. Disposition shall be mndc as 
follows: 

I. 'l'ls t• $tl'll1tl1•1• 1111\y h1• p1•1·111 illc•d lo lnkc tilJu to the C:11v1:rn111c11l '11 int.l'l'l'Hl 
u1:d 1·01111urn.s11t.c Llw Govc rn111l' :1t in 1111 nmount. dl'l e rrninl'd hy ::1pplyi111~ 
1111• IH'rl'l•11 L11)!c 11f Fc•dcrnl p1uticip11 liu11 i11 lllC' lolnl 1·ust. of the 11 pprov1•tl 
~ra11l- 11 11p11111'1ccl 111·11.h·t for whkh lhc properly wn~ 11cr111irccl lo l111• 
1•1t1Tl•11t fair 111111·lcf'l vnhll' 11 f lhc pro11('rly . 

:L Tiu: )!rnnll•u 111ny h1• dirl'dl'd 1~1 Sl' ll l111• prnpL·rty 1111!1 c·o111111' mmlc llw 
(:11vl'r11111u11t, fo r illl fnir 11 hn1'l' nf lh c• net pr0tc1•tls, usin)! the Hllllll' for­
muln ns 11111hq· I 11l111vl', after t h•dt1l'lit1~~ nny ac·tunl 111111 rc11sn11ahlt· Hl' ll · 

in)! 111111 ha111lling 1'X fll'1tries. 

:1. The ~r1111ti•e mny ht• clh·1•1•1t1I lo lrnnsfrr Lille 111 l hc propt•1·Ly to llw 
l"l•dcrnl G11vern11u•nt, prc.vicktl thnl in :nwh casc•11 tlll' ~rn 11 Lc11 1111111l ht• 
1•11mpc11!i11 L1•cf ir. ltll 111111111111 1•11111p11ll1( hy applyi111t thc Jll'l'l'l'lllll)!fl or 
~rnnlt•p p11r• 11·i1mti1111 in 1111' tolnl cosL uf lhc 11pprnv1•rl ~rn11 L-s111 111nrl l•ll 

Jll'lljct•I f .1 whi l'11 tlrc• prn11t•rly w11s lll'llllil'l.:cl In tilt' l'lll'l'Clll fn ir 11111rlc1•I 
vnlm• c c lhc t>•t1pl'rly. 
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Nonexpendable Personal Prope1rty 

Except when PHS has exercised the right to transfer title as 
provided earlier in this section, nonexpendable personal prop­
erty acquired under a grant-supported project shall be treated 
as follows: 

Use-The grantee shall retain such property in the grant proj­
ect as long as there is a need for such property to accomplish 
the project, whether or not the project continues to be sup­
ported by PHS grant funds. 

When there is no longer a need for such property to accomplish 
the purposes of the original project , the grantee shall use the 
property in connection with other federally sponsored activities 
in the following order of priority: 

1. Other PHS-supported activities needing the property. 
2. Activities supported by other Feclernl agencies needing the property. 

When the grantee no longer has need for such property in any 
of its federally assisted activities, the property may be used fol· 
the grantee's own official artivities in accordance with the fol­
lowing standards : 

1. If thl! properly hnd un acquisition cost of Jess than $1,000 per unit, the 
grnntcc m11y use lhe property without reimbursing the Fcdernl Govern· 
·lllCllt. 

2. All other nonexpcndnhlo personnl pl'opcrty mny be rctninccl hy the 
g rnntcc :for iL~ own use provided n fuir compensation is mndc to lhc 
Government. The compcnsntion shnll be com1111tcd by n11plyi11g the 11c1·­
centngc of Federal pnrtici1111t io11 io the 11rojccl cost!! incurr(ld in curry­
inA' out ~runl-s1111porll~d nclivilie::1 under the approved budget for the 
budg-ct pcriurl in which lhc Jll'OJ>erly wns ucquired to the current fnir 
ITilll']((!t VUIUC Of lho Jll'OJ1Crly. 

During- the ti1rie that nonexempt, noncxpcndnblc personal 
property is held for uHe on the projecL for wh ich it wns acquired, 
the grnntcc shall make it :wailnulc for use on other activities if 
such other use will not interfere with the work on t he project 
for whi<'h the property was originally nc<]u irml. Ji'ir!'lt preference 
for fmch other use shnll b~ given to other 1~ . ti vi tics :-1porn1ored by 
the 'PHS ng-ency that tinnnccd the property; scconcl preference 
shalt be gi vcn to lhrn:;c spon11ored by olhcr Fcclcral agencies. 

Dhiposition-lf the g ran tee has no fui.-tht' I' 11cccl for nonexpend­
able personal property, disposition shall he mudc ns follows: 

l. If tho 11ropcr~y had 1111 ncq11is1Lio11 c1111t of lt:ns lhnn $ l ,000 per unit, it 
mny he i1r.ld nncl tho pror1·t'<I~ rctnincd hy thr lm1Lilution. 
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:!, Jf llH! "'ropcrly 1111'1 1111 11cn11h;ition co11l of $1,000 or more JlC'I' unil, tho 
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by applying the percentage of the grantee's participation in the 
project costs incurred in carrying out the grnnt-supported activities 
under the approved budget for the budget period in which the prop­
erty was acquired to the current fair market value of the property, 
plus any shipping or interim storage costs 'incurred. 

b. If the grantee is instrncted to sell the property, the grantee shall 
reimburse the Government an amount computed b}' applying the 
percentage r,f Federal participation in the project costs incurred in 
carrying out the grant-supported activities under the approved 
budget for the budget period in which the property was acquired 
to the snles proceeds. The grantee may deduct and retain from the 
Federal share $100 or 10 percent of the proceeds, whichever is 
greater, for selling and handling expenses. 

e. If disposition instructions arc not issued within 120 days of receipt 
of tire grantee's request, the grantee shall sell the property and re­
imburse the Government us in b abo;·e. 

E xvendable Personal Property 

Use--Expendable personal property may consist of consumable 
materials and supplies and other items of property that have a 
useful life longer than the period of need on the project for 
whk h they were required. When nn longer needed for the orig­
inal project, the property may be used for any federally sup­
ported activity. 

Disposition-When the total aggregate fair market value of ex­
pendable personal property exceeds $1,000 and it is no longer 
needed on federally supported activities, the grantee may retain 
or sell the property as long ns the Government is compensated 
for its share in the acquisition cost. The am01mt of compensation 
shall be computed by applying the percentage of Federal par­
ticipation in the project costs incurred in carrying out grant­
supported activities under the approved budget for the budget 
period in ·which the p\'opcrty was acquired to the current fair 
market value of the property or pl'Ocr.eds from the sale of the 
property. 

When the totnl value is $1,000 or less, ~he grantee may, at its 
option, either 1·elain or Rell the pro1;arty without compensation 
to PHS. 

l'ropcrt11 "1<r11ur1<1me.11l-Proc:cdural llcquiremc11ls 

The grnntec shall maintain accurntc property records as well 
as ,-ffcrtive inventory, contro], and maintenance proced11reH for 
nonexpendable pen;onnl property. 

Property recorclR shall include n description of lho property; 
manufacturer'~ ::1crial number or other idcnWictttion number; the 
grant-supported project under which the property was acquirccl; 
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acquisition date and cost; percentage of FE!deral participation in 
the project costs at the end of the budge~ YE!ar in which the prop~ 
erty was acquired; location, use, and condition of the property, 
and the date the information was reported; unit acquisit10n cost; 
ultimate disposition data, inclucUng elate of disposal and sales 
price or the method used to determine current fair market value 
where the grantee compensates the Federal Government for its 
share. 

A physical inventory of nonexpend.n' :e personal property shall 
be taken and the results !:econciled w• th the property records at 
least once every 2 years to verify the existence, current utilization, 
and continued need for the property. 

A control systfm1 shall be in effect to insure adequate safe­
guards to prevent loss, damage, or theft of the property. Any loss, 
damage, or theft shall be investigatecl and fully documented. 

Where the grantee is authorized or required to sell the property, 
pr..,per sales procedures shall be established for unneeded prop­
erty that provide for competition to the extent practicable and 
result in the highest possible return. 

The grantee's property records for nonexpenclable personal 
property acquired under a PHS grant-supported project must be 
retained for 3 years after the final disposition of the property or 
appropriate reimbursement to the Government. 

J'lublicntion and Publicity 

Reportin{I l'rojr ct Accomplislwrenls 

Projec',: di :·ectors nnd principal investigntor.s 11.rc encouraged to 
make the rt!suhs ancl nccomplishments of thei l' aclivities available 
to the p1:olic. Priol' PBS np1>roval is not required for publishing 
the 1·e~11lts of an activity under a grant. Responsibility for the 
direct10n of the activity should not be ascribed to PHS. IIowever, 
nr ncknowleclgment of support must be made through use of the 
rnllowing 0 1· comparable footnote: 

Thi8 prnj1•ct wns suppol'Lcll hy Grnnt No .... .• , . ... . . .. , uwurdcd by tl1c 
(11w11r1li11(1 ll(Jl'll t:JI) , 

In the event thnt the grnntee ol'ganiznlion wishc::i to join wilh 
PHS in n s imultaneo us news relcnse announcing t:he results of n 
project, the nction ::;houhl be coordinated with the PHS office ncl­
min i.stering- the. grant. 

'l'hrec reprint:-; of publication::i resulting from work pcrformca 
uncler n PHS grnnl-:·aipportcd project must be submitted to PHS. 



Copyright 

Except as otherwise provided in the conditions of the award, 
the author is free to arrange for copyright without approval when 
publications or similar materials are developed from work under 
a PHS grant-supported project. Any such copyrighted materials 
shall be subject to a royalty-free, nonexclusive, and irrevocable 
license to the Government to reproduce them, translate them, pub­
lish them, use and dispose of them, and to authorize others to do 
so for Government purposes. In addition, communications in pri­
mary scientific journals publishing initial i·eports of original re­
search supported in whole or in part by PHS grant funds may be 
copyrighted by the journal with the understanding that individuals 
are authorized to make, or have made by any means available to 
them, without regard to the copyright of the journal, and, without 
royalty, a single copy of any such article for their own use. 

Release of Information (Chapter PBS :2-501 and 
45 CFR 5 a:nd Sb) 

The P1·eedom, of lnfonnation Act 

The Freedom of Information Act, as amended, and associated 
p ublic information regulations of HEW require the release of 
certain information regarding grants requested by any mem­
ber of the public. The intended use of information pertaining 
to PHS grants or awards will not be a criterion for release. 

Guidance is provided below with examples of specific grant 
documents that are covered by this policy. 

1. For r<.'Sc.nrch or rcscnrch trnining grants, npplicntion informntion is 
nvnilnblc only after lhe initial nwnrd hns been mndc. Approved, dis­
npproved, und pending conlinunlion, competing extension, nn<l supple­
ment.al npplicntions incident to nn approved initial npplicntion urc 
n\'nilnble except ns provided below. 

2. For projects other than research or research trnining, npplicntion in· 
formation is nvailnble before nnd nfter un nwnrd is mndc. 'rhis includes 
Stale Pinn mntcrinls. 

3. Notices of Grunt Award or information contained thereon includin(.!' 
project title, grantee institution, principnl ii. •1>stignlor or 11rogrnm 
director, uncl nmount of nwnrcl nro nvnilnble. A gencrul description of 
lhc npp1·ovecl project is also uvniluble upon request. 

4. Tnt.erim nnd terminal p1·ogm1s reporls. 
5. Hcports of expenditures. 
6. Finni reports of nny uudil, uurvey, review, or cvuluntion or grunt.cc 

performance that hnvc been trnnsmltkd to the grnnll..'<l. 

Rcquesta for access to records or documents conlnining the fol­
lowing typci; of informntion may be denied in whole or in part by 
designnted dcpartmentnl officials: 
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1. Finnncinl information of the gmntee, including the salaries of project 
personnel. 

2. Information of a confidential nature, personal, medical, or otherwise 
that, if disclosed, would constitute a clearly unwnrrnnted invasion of 
personal privacy. 

3. Opinions in intcragcncy or intrnagency memoranda or letters expressed 
by Government officers, employees, or consulf ~.s. including transc1·:\lts 
or summaries of discussions of applications by advisory bodies. 

4. Information that, if released, would adversely affect patent or other 
valuable commercial rights of the grantee. 

With respect to a document that contains both discloseable and 
nondiscloseable information, the nondiscloseable information will 
be deleted, 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) provides cer­
tain safeguards for individuals against invasions of personal 
privacy. These safeguards include (1) the right of individuals 
to determine what information about them is maintained in 
Federal agenciPr; files and to know how that information is 
used, and (2) the right of individuals to have access to such 
records and to correct, amend, or request deletion of information 
in their records that is inaccm·ate, irrelevant, or outdated. 

The Act also imposes requirements on Federal agencies with 
respect to the manner in which they collect, use, disseminate, 
and maintain records containing information pertaining to spe­
cific individuals. For examp le, information obtained for one pur­
pose cannot be used for other purposes without the concerned 
individual's consent. 

Records maintained by PJIS with respect to grant applica­
tions, grant awnrds, nucl the administration of grants are sub­
ject to the provisions of the Privacy Act and the implemen ting 
regulation i:.;suecl by HEW ( '15 CFR 5b} i [ they constitute a 
"system o.f records" as detinecl therein. Records mninf'ainecl by 
grantees nre not subject to the Privncy Act. 

The consideration of a request for information concerning an 
individual made by a third pnrly will balance the right to know 
of the requester (unde1· the Freedom of Information Act-sec 
item 2 immediately above regarding dist:losure of personal in­
formation) and the riJ.d1 t lo privacy of the individual to whom 
the record pertains (under the Privacy Act). 

Records Retention and Audit ( Chaptet· PHS :1-100) 

RcteT1tion 

]i'innncinl r ecords, su pporting documents, statistical records, 
and nll other reco1•<ls pertinent l:o n grant or to n subgrant (or 
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negotiated contract or subcontract exceeding $10,000 under a 
grant or subgrant) shall be retained for a period of 3 years, with 
the following qualifications: 

1. The records shall be retained beyond the 3-year period if an audit is 
in process or if any audit findings, litigations, or claims involving the 
records have not been resolved. 

2. Records for noncxpendable personal property arquired under a PHS 
grant-supported project shall be retained ior 3 years after its final dis­
position or appropriate reimbursement to the Government. 

3. When grant records are transferred to or maintained by PHS, the 
3-year retention requirement is not applicable to the grantee. 

4. The retention period for each year's records starts from the date of 
submission of the annual or final Report of E:Kpenditures (Financial 
Status Report or equivalent). 

Grantees are authorized, if they so desire, to substitute micro­
film copies in lieu of or iginal records. 

The PHS shall request transfer of certain records t o its custody 
from grantees when it determines that the records possess long­
term retention value. However, in order to avoid duplicate recor<l­
keeping, PHS may make arrangements with grantees to retain 
any records that are continuously needed for joint use. 

Audit 

Govcnimcnt-Initiated 

Authorized Government representatives shall have access to 
any books, documents, papers, and records of a grantee or sub­
grantee (or contractor or subcontractor under a grant or sul>­
grant if the contract wa.s negot iated and exceeds $10,000) that 
are determined to be pertinent to a specific PHS grant for pur­
noses of audit, examination, and making excerpts or tran­
b..!l'ipts. An audit: is made to: 

1. Vcl'ify fi1111nci11l trunsnctions nnd to determine w.rnlher gmnt funds 
were used in nccorrlnncr. with applicnblc laws, regulations, and procc· 
<IUl'CS. 

2. Provide the Gov<!l'ltlllenl n11cl tilt' mn11agcmcnt nr tho grnntce im1titulio11 
with objective uppl'llisnls of li11a11ci11l, nccounting system, nnd ndmin· 
istr·ativc controls. 

3. Determine rcliubility of finuncinl records nnd reports. 

Should a grantee institution fail lo respond io an audit report 
containing questioned costs within 30 days after receiving writ­
ten notification, the action of the cognizant agency may become 
conclusive. A final decision by a PHS agency to disallow such 
co:-;1:8 is appei\lable. (See Appeals Procedures under this sec­
tion.) RefundH owed to the Government as a result of audit 
disallowances will be ma<le in accordance with instrucLions is­
sued by PHS. 
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Grantee-Initiated 

The grantee or any of its duly authorized representatives shall 
have access to any books, documents, papers, and records of 
the subgrantee (or contractor or subcontractor to which the 
record r etention requirement applies) that are pertinent to the 
specific PHS grant for the purpose of making audit, examina­
tion, and excerpts or transcripts. 

Audits or internal audits are to be initiated by the grantee or 
subg1·antee to ascertain the effectiveness of their respective 
financial management systems and internal procedures. Where 
internal audits are conducted, t hey must be made by individuals 
sufficiently independent of those who authol'ize the expenditure 
of Federal funds to produce unbiased judgments. Each grant 
or subgrant need not be examined. Generally, the audit should 
be conducted on an organization-wide basis for the purpose of 
determining the fiscal integrity of grant or subgrant financial 
transactions and reports, and the compliance with the terms 
and conclilions of the grants and subgrants. Such audits should 
be scheduled with r easonable frequency, usually annually, but 
not less than once every 2 years, considering the nature, size, 
and complexity of t he activity. Copies of resulting audit re­
ports shall be made available to P HS, upon request. Costs of 
such grantee-initiated audits are allowable as direct or indirect 
costs, as appropriate. 

Relocati on Assistance and Real Property Acquisition 
Requirements for PHS-Assisted Projects (Chapter PHS :,1-57) 

For those PHS linancially assisted projects concluclecl by ii 

State agency (inclucl ing those i;upported by the Suite agency 
with fo rmula grant funds) that involve the acquisition of real 
properly or cause the displacement of pe1·sons, bu8iness'?A'>, or 
farm operation::;, cer tain assurances arc required by the Uniform 
Relocation Assistance and Real Property Acquisition Policies Act. 
of 1970 (Public Law 91-646). 

The State agency, which incht<les any department, agency, or 
instrumcntalit;y of a State (s), n pof'itical s ubdivision of n State, 
and State or local institutions of higher education o r hospitals, 
must assure that (l) fair und r easonable relocal;ion payments 
and advi1-1ory services will be provi<led to or fo r dhiplaccd persons 
and lhal within n reasonable period of lime prior to displacement, 
safe, decent·, anti sanitary replacement dwelling-s will be iwailabh.. 
to 8Uch pc1·Mns, and (2) the Slate a1~cncy will be guided by the 
land ncquisilion policies of the Ad and that p ·opcrLy owners will 
be paid or rciml.n11·secl for 11ecesi;:u·y ex1wnseH us specilied Lherein . 
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These assurances must be contained in or accompany all applica­
tions that are subject to this policy. For fo1·mula grant programs 
using the simplified system of review, these assurances will be 
included in the State Plan/ Application Checklist. (See Formula 
Grants under "Application and Funding.") 

Report Forms Clearance by OMB (Chapter PHS :1-11) 

Whenever PHS sponsors the use by a grantee of a report form 
or plan to collect identical kinds of information or data from 10 
or more persons, PHS must obtain prior clearance from OMB, in 
accordance with OMB Circular A-40, revised, and its own agency 
forms clearance procedures . 

A report form or plan used by a. recipient of a PHS grant is 
considered to be sponsored by PHS when one or more of the fol­
lowing circumstances exist: 

1. PHS nuthorizcs the gnmtec to represent to respondents thnt tl:e infor­
mntion is being collected for, or in nssodntion with, PHS. 

2. The recipient of the grnnt uses the report form or plan to collect infot'· 
mntion thnt PHS hns 1-cquest{!d for the planning, operation, or evalu­
ation of its program. 

3. The terms nnd conditions of the grnnL provide for PHS approvnl of 
the survey design, questionnaire content, or dntn collection procedure. 

·I. The terms and conditions of the grunt. provide Car eilhcr submission lo 
PHS of tlw dnln for indivichml rcsponclcnls or lhe 1n·cpurnlion nnd 
suhmission of spcciul lnhulnlions requested by PHS. 

See Jnformalion Collcclion under this section for additional de­
tails regarding the use of grnnt funds to collect information. 

Safety Precaulions 

The Government is not legally reRpons ible with respect lo ncci­
rlents, illnesses, or claim:-i arising oul of any work under taken with 
the as:=dstnnce of a PHS grnnL. The grantee institution is expected 
1.o take necessary steps lo in8urc or prntccL itself and its Pl~rson­
nel nnd t,, comply with the applicable st:1ndarcls, including those 
issued pursunnl to lhc Nntionul Occ11pttlional Snfely nml Heal th 
Act of Hl70 (20 CI•'R 1910) and the Atomic Energy Act of 1!)1)'1 

(42 CFR 2021). (See also Human Subject.-; under this section.) 

S1tlary Infor mation in Applications (Cha1>lcr PllS :l--170) 

Applicant organiiations Rhall have lhc option to omil spccif\c 
snlnry l'llteR or salary amounts for in<livic111nhi from copies of 
grant applicntimrn thaL a1·c nw1lc availnblc lo oulsi<lc 1·cv icwcrs. 
When an applicanl cxcrciHC:-; this option, lhl! following co111lilion:-i 
!iht\11 upply: 
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1. Specific salary rates must be included in or attached to one copy of the 
application; which will be restricted to use by Government employees. 

2. All other copies should show undetailed salary summary totals, but 
must include the following information: 
a. The name of ench individual expected to work on the project (if 

known at the time the application is submitted). 
b. Position or job title. 
c. Percentuge of time devoted to work on the project. 
d. Whether or not snlnry support is requested from the grant. 

Sterilization (42 CFR 50, Subpart D) 

The Department has established certain limitations on the per­
formance of nontherapeutic sterilizations by PHS-supportecl pro­
grams or projects, which are otherwise authorized to perform 
such sterilizations. These regulations establish safeguards for 
minors and for people declared mentally incompetent. They insure 
informed consent, and the solicitation of consent cannot be based 
on the withholding of benefits. 

Stipends and Allowances (Chapter PIIS :3-140) 

Stipends are payments made to individual fellows or trainees 
under PHS fellowships or training grants only in accordance with 
preestablished levels. Such payments nre intended to provide for 
the individual's living expenses during the period of training. The 
following stipend levels and allowances arc applicable to all PHS 
predoctoral and postdoctoral training othel' lhan ::;hort-term und 
prcbnccalaureatc training, unless otherwise provided by legisla­
tion, regulation, 01·, where deviations hnve been authorized by 
PHS, the lel'ms and conclilions of the awarcl. 
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I. SLiperul lcvcli; 

Stipend levd11 for fllll -ti111e PllS followiihips nncl trnirwc·ships nru l>asccl 
011 a snppor't ymr or I~ 111011lhs 1111cl 111·c ns fullowii : 
11. Postdoctornl 

Yenn; of lt1•IH1111t y t•ar or ,\ w11rcl 

F!xpericni-<• nt Eu try: l l!L YClll' :i;'i )'1'111' :lclyc~ 

0 . . ................. $10,00IJ $10,100 $10.800 
I ....... . ........... 10,HOO 11.:rno 11,1100 ., ... , .. ' .. . ' .. .. ...... . 11.r.oo 11 ,000 12,aoo 
;j, . . . . ... .... . . ... . . 1 i.:rno 12,liOU 1:1,000 
'I . . ..... .. . . .. . . . . . • l;,!,800 1:1,\!00 1:1,noo 
Ii 01' 11101'1 ' o Ito+ '• l Io ' 1:1,:rno 1:1,(J()() l ·l,OCIO 

l >.• tcrnrinnllon of tlw ycnr11 of 1 ch•v1111L t•xp~ 1· i1•1w (• will 111• 11111<11• in 
111•rm·clat1t'c with 1•slnl1llslw1I prol{t'lllll ~11id1•li11N1. 

h. I 'rcilcu:lornl 
$:1,1100, 1·l'~111·cll1•11s of tlw y1•111· of 11w111·1I. 
'l'ht• provi:rion of f11111I H hy 1111 l1111lit.11ti1H1 in 11cltlitit>11 t.1 1 tlw 11 t ip1•111h1 
pnld hy l'lfS is nllownhl<'. S11rh :iupph•nwnlntion ,1111y ht· p1'11\•ltl1•d 



without obligation by the fellow or trainee or may be conditioned on 
his/her performance of certain services such as teaching or serving 
as a laboratory assistant. Under no circumstances, however, should 
the service requirements detract from 01· prolong the training, nor 
should supplementation be used for the recruitment of trainees. In 
accordance with their own formally established policies governing 
supplementation, institutions can determine whether and what 
amount or supplementation will be required and the sources or sup­
port. No Federal funds may be used for supplementation unless 
specific.ally authorized under the terms of the program from which 
such :mppcmental funds are received. 

2. Dependency Allowances 

None to he authorized from PBS grant funds. 

3. Fellowship Jnslitutionnl Allowances 

For both predoctoral and postdoctoral individual fellowship awnrds, 
non-Federal grnntcc inslitutions may request an allowance of $3,000 for 
each year of sUpfJort for each full-time student, in lieu of all other insti­
tutional costs, to help defray such expenses as tuition and fees, research 
supplies, equi1une11t, faculty !mlary, appropriate nmlical insurance, 
travel to domestic scientific meeting&, and other related items. 
Fcdcrnl institufrrns may request 11 $1,000 ullowuncc. 

it. Concurrent Awm·ds 

Sect.: on 50,1 of Puhl ic Lnw 1)0- 57•1 permits stmhmts tu receive 1111yment 
of funds nwnrckd thl·ou~h lrninccships, fellowships, and ollwr support. 
pro~ramfl in nddilio·o to lhe cducutionnl nssistnncc received under the 
Vcternns Hc11djusl1l1cnt Benefits Act ("G.I. llill"). 

Ii. Trnincc Appoi11t.rJHmt:1 

Under PIIS lrnininl!' pro~rnms providing prctloctornl nr11I postdoclornl 
support, u new nt>(loinlrncnt is th!! fir11L nppointnwnL for !\ tndnc" .. A 
renppoinlnwnt is n subsequent nppoinlmcnt for the ~nmc Lrnincu 11n<la1· 
tlw same prujccl. An np(lointmcnt or n rei111t><llntmcnl mny not cxccc1l 
12 mon1hs without prior npprovnl hy Pll .S. '1'111~ nmo1111t of lhc stipr.ncl 
n11d tuition for 1•nrh full period nf 11ppnintnwnl. must hc ohlil!'alc..'(I from 
f1111ds 11v11il11blc nl tho time llw ir11livitl11nl lrcl!'irrn his/ her trnininl!' unlc•ss 
othur in~lrnclion!l nn• f11rni1Jht•d by !'TIS. 

S tudent lJnn~st Provisions (('1111ple1· PllS:l-<11) 

No pnrl of the f1111ch; 111>pro1)l'ialccl fOl' PHS shnll he w:;ccl t.o pro­
viclc 11 lonn, ~11arn11lcc of n loan, n grnnl, the r-;ula ry of, or any 
rcm11ncrntio11 what.ever to any individ11al applying for admiRsion, 
at.te.·ding, employed by, tcachin~ al, or <loillg rcr-;cnrch al. an insti­
tution or highf'r cclucalion who has c!n~asrctl in concl11d on or after 
Aug-usl l, l!Hlfl, which involves the use (or lhc Hi.l~istancc to othcr1; 
in Lhc nr.;e of) force 01· the Lh rcal of force or tho :;uiwrc of prop­
erty under lhe control of au i11s t.it.11tion of hig'hcr c<111cntio11, to 
n!qttirc m· p rnvm1l. the avai lability of n cci·tnin cut'l'iculurn, or to 
prcvcnt tht~ fac11ll.y, a(hninislrnliv<~ ofllcial8, 01· Rludcnls in ::iuch 
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institution from engaging in their duties or pursu\ng thei r studies 
at such institution. 

Subgranting and Contracting of Grant-Supported 
Effort (Chapter PHS :1-430) 

None of the principal activities of the grant-supported effort 
shall be subgranted or contracted out to another organization 
without specific prior approval by PHS. Where the in tention to 
award subgrants or contracts is made known a~ the time of appli­
cation, this approval may be considered granted if these activities 
are funded as proposed. Subsequent to award, the grantee must 
request PHS approval as detailed in Prior Approval of Use of 
Grant Funds Including Rebudgeting undL r this section. 

All such arrangements must be forn1alized in a contract or 
other written agreement between the parties involved. The con­
tract or agreement must, at a minimum, state the activities to be 
performed, the time schedule, the grant policies and requirements 
that are applicable t o the subgrantee, contractor, or other second­
ary recipient ("flowthrough" requirements), other policies and 
procedures to be followed, the dollar limitation of the agreement, 
and the cost principles to be used in determining what costs, both 
direct and indirect, are to be allowed. The contract or other writ­
ten agreement must not affect lhe grantee'R overall responsibility 
for the direction of the project and accountability to the Govern­
ment. 

This section applies to principal activities of a grant but does 
not apply to contracts within a grant for the routine purchase of 
supplies, materialR, equipment, or genernl support services. 

'1'hit'd-Party Reiml111rRcmcnt and Other Sources of Health 
Services Funding (it2 Cli'H 50, Subpal't A) 

Those project grants supported t:nder programs for the delivery 
of health sr.rvices specified in the Health Services Funding Regula­
tions (i.12 CFR 50, Subpart A) are expcclecl to develop, to the C.'1:­

tcnt possibl ~, inclCJ)CtHlcncl: from PITS grnnt irnppol't. Therefore, 
these project!' will be cncourngecl nncl nssiRlccl in the development 
nncl use of n\tcl'llate funding Ronrce~ lo impplcmcnl 01· i:mpplnnt 
PHS Rupport where poi111iblo. 'l'hcse funding RourceH include thircl­
party pnyor:-1, other availnl>le Fcclcrnl, Stntc, locnl, anti JH'ival<! 
fund:-1, ancl ucncficiari,~!I who nrc nhlc lo pay. The Ifoalth Services 
F11ncling 1·egulations require mi a co11<lilion of award lhnt each 
proj eel subj cct to lhcse regulationH c:-1lahl ii1h a plan to ( 1) in~ti­
tute sound iinancinl management procedurc:i RO that it can recover 
to the maximum extent fenHiulc thinl-pal'Ly rcvcm1c:-1 to which it 
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is entitled as a result of 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 provided 
without creating a barrier to those services. 

Where third-party payors, including Government agencies,, are 
authorized or under legal obligation to pay all or a portion of 
charges for health care services, all such .:>ources must be billed 
for covered services and every effort must be made to obtain pay­
ment. The grantee must have an operative procedure for identi­
fying all persons served who are eligible for third party reim­
bursement. 

Where a significant percentage of the cost of care and services 
provided by the project is to be reimbursed by a third party, there 
should be a written agreement with such third party. 

These regulations should be consulted for applicability and 
additional details concerning project requirements and evaluat ion 
criteria. 

Waiver of Single State Agency Requil·ement 

Upon request of the Governor or other appropriate executive 
or legislative authority of the State responsible for determining 
or revis ing the organizational structure of State government, the 
Secretary of J-IF;w may waive the requirement of authorizing 
legislation that n single State agency or rnultimembcr board or 
commission must administer or supervise any grant program 
(sec. 204 of the Intergovernmental Cooperation Act of 1968). The 
request must adequately show that such provis ion prevents the 
establishment of the most effective and etncient organizational 
arrangements within the State government. The Se<:retnry or his 
designee may approve other State administrative structur es or 
arrnngcm "!nts provided the objectives of the Federal statutes 
authorizing the grant program will not be endangcrccl by the use 
of such other State structures or arrangements. 
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APPENDIX 

U.S. DEPARTMENT OF HEALTH, EDUCATION, AND 
WELFARE 

Regional Offices 

Region Address Telephone States in Region 

I Regional Health ( 617) 223-6827 Connecticut, 
Administratoi· Maine, 

John F. Kennedy Ma~1sachusetts, 
Federal Bldg. New Hampshire, 

Government Center Rhode Island, 
Boston, Vermont 

Massachusetts 
02203 

II Regional Hcnlt.h (212) 264-2560 New J'ersey, New 
Administrator York, Puerto 

26 Federal Plnzn, Rico, Virgin 
Room 1005 Islands 

New York, New 
York 10007 

lll Regional Hcnlth ( 215) 596-6637 Dclawnre, 
Adminislrntor District of 

Post Omce Box Columbia, 
13716 Maryland, 

Philndclphin, Pennsylvania, 
Pennsylvania Virginia, 
19101 West Virginia 

lV Hegionnl Health (40tl) 52()-5007 Alabama, F lorida, 
Adm in islralor Gt?orgia, 

50 7th SL., N.E. , Ken tucky, 
Room 866 Misiiissippi, 

Atlanta, Georgia Norlh Carolina, 
30323 South Carolina, 

Tennessee 
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v Regional Health (?.12) 353-1385 Illinois, Indiana, 
Administrator Michigan, 

300 South Wacker Minnesota, 
Dri·rn Ohio, Wisconsin 

26th Floor 
Chicago, Illinois 

60606 

VI Regional Health (214) 655-3879 Arkansas, 
Adrr.inistrator Louisi~na, 

1200 Main Tower New Mexico, 
Building Oklahoma, 

Dallas, Texas Texas 
75202 

VII Regional Health (816) 374-3291 Iowa, Kansas, 
Administrator Missouri, 

601 East 12th Street Nebraska 
Kansas City, 

Missouri 64106 

VIII Regional Health (303) 837-4461 Colorado, 
Administrator Mon tana, 

9017 Federal OOice North Dakota, 
Building South Dakota, 

19th & Stout Streets Utah, Wyoming 
Denver, Colorado 

80202 

IX Regional Ilenlth (415) 556-5810 Arizona, California, 
Administrator Hawnii, Nevadn, 

50 United Nations American Samoa, 
Plnzn Guam, Trust 

Snn Francisco, Territory 
California 94102 

x Reldonal Health (206) 4'12-0430 Alaska, Idaho, 
Admini:;trntor Orel_!'"'l, 

1321 Second Avenue Washington 
Seattle, Washington 

98101 
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Dti-trMnl t.I HNlth, Educellon, ....t Wiii ... 

A GUIDE FOR NON·PROFIT INSTIYUTIONS 

PREFACE 

The Department of Health, Education, and Welfare rec~lzes that careful determination of costs ls 
essential to the continued vigor of Its prognms conducted under grants 11:d cootncts In non·proflt 
lmtitutlons. 

The Department recognizes, too, thll there ere both direct and Indirect costs end th1t the ~termlnetlon of 
Indirect costs ls a matter of critical Importance In the sponsored prr~t rel1tlonshlp. For this reason, It 
wishes to encourage the fullest undentandlng of statutory, ptocedu11I, er other requirements In rel1tlon to 
costing, believing th•! such understanding wlll fecllitat1 the eclmlnlstratlon ol progr1m1 th1t are of gre1t 
lmport1nce to the Department, to the Institutions performing them end to the nation. 

Within the Deper1 Tien!, responslblllty for the development .nd l11u1nco ol cost policies appllcable to grants 
and contracts conducted at non·proflt Institutions Is assigned to tho Division of Financial Management 
Stond11ds ind Procedures, Office of tho Anlstant Secretery, Comptrolle-. Cent11llutlon of the cost policy 
function within that Division ensures th• contlnu1I evolvement of a uniform sat of cost principles 
1ppllc1blo to 111 grants end contracts aw1rdtd by any of tho Department's 1gencl11. 

Responsibility for reviewing ind negotlatln~ Indirect cost. fringe benefit, and other speel1l retes for greots 
Ind contr1Cts h de1egeted to the Reglon1l Comptroller In eech of ten Oeputmentll r1glon1I olllcn. Each 
Regional Comptroller Is responsible for the determination of Indirect cost, fringe benefit, and other 1pecl1l 
rates for those non.profit Institutions loe1ted within the geogr1phlcal confines of his region th1t receive 
Department gr1nu and contrects. The retes determined by the Regional Comptroller will be used by all of 
the Department's egencles In determlnl;ig the amount of Indirect costs, lrln119 benefits, end other specl1l 
com 1ppllc1blo to Its grents end contncts. 

Thh guide, In eclditlon to cont1lnlng the cost principles which epply to OHEW uunis end cont11cts 
performed In non·proflt Institutions, describes In general torms tho procen of Indirect cost rite 
determinations .nd sets forth Instructions for the submission of rate proposah by grentees and cont11ctors. 

Section I cont1lns lnformulon on blslc co111lde11tlon1 Involved In 1111 det111T1ln1tlon ind on Oepartment1l 
views and practices. 

Section 11 sets forth !PJldellnes for fl(tpar1tlon ol tn lndlrlCt cost Ille propos1I. 

Section Ill nu forth gu ldellnes for prepar1tlon of fringe be11oflt end other special rate propouls. 

Section IV contal11s the OHEW con principles 1ppllc1blt to non·prollt Institutions other thin educetlonal 
ln1tltutlons, hosplt1ls, ind State i nd locel government egenclts. 

Section V cont1ln1 semple Indirect cost 1111 proposal formlll, 1 guide for tho uso of If Med rates with cerry 
forward, 1 sample summary Indirect cost sott!1men1 sheet end •sample nogotlatlon egreement. 

ll1l1 blochuro Is published 11 an aid to non·prollt Institutions to help th1m b11come aware of and 
understand OHEW requirements. Tho contents of tho brochure oro authorltatlvo and reflect OHEW policy 
In summary form In efloct as of tho dale ol l11uanco. 

llowovor, pollclc: end procedures chonoo 1111d Institutions performing under OHEW grant1 and contracts are 
c11Utloned to roler to the Oopartment's olllcl1l pollclns contained In the OHEW Grants Adinlnlstretlon 
Manual, tho DHEW Procurement Manual, ind thn appropriate OHEW ragulotlor11 es the ultlmatn 
eutl1orltatlvn policy documents. Thay mey be purchuod from the Government Printing Olflco, Wuhlngton, 
o.c. 20402. 

vii 



SECTION 1-INDIP~CT COSTS AND DHEW 

The Nature of Indirect Costs 

Indirect costs are those costs of en Institution which lfl 

not rudlly Identifiable wfth e particular project or 
ectlvlty bot nevertheless are necessary to the general 
operation of the Institution i nd the conduct of Its 
1ctlvltles. The costs of operating end maintaining build· 
ln111, QfOUndl, end equipment, depm:l1tlon, adml . .istr•· 
tlve lllarles, gener1I teleplione expenses, general trevel. 
end supplies expenws ere types of expenses usuelly 
consl~red H lndlrt!Cl costs. 

In theory, ell such costs might be charged directly; 
prectlcel difficulties, however, preclude such an ai;­

proach. Therefore, they ere usually giouped Into • 
common pool(sl end distributed to thosa lnstitutlonPI 
1etlvltles benefited through • cost 1lloc1tlon process. 
The end product of this allocation procen Is an Indirect 
cost r1to(sj which ls then applied to lndlvldu1l grant end 
contr1et twlfch to determine the emnunt of Indirect 
costs chergeable to the awerds. 

Indirect Cost Rites 

An Indirect cent rat~. then, Is simply a device for 
determining fairly and exp--ll1lo11sly, within tho bound· 
erles of sound admlnhtr11lve prlnclplos, thet proportion 
of on Institution's Indirect costs uch of Its projects or 
actlvltlet, Including gnrnts and contr1ct1, sl:ould bear. 

Tlie Indirect cost nte Is tho ratio, oxpraued as 1 
percenllge, between tho Indirect costs :ind a direct cent 
beso, commonly either direct ul" les and wages or 10111 
direct costs exclusive of capllll expenditurn and other 
distorting bue cost1. An Indirect cost 1110 is ellabllshed 
on tho basis of an lndlr!""> cost proposal subrnllled by • 
non·p<ollt ln11i1utlon to th1 DHEW Ofllco of the 
RegCon1I Comptroller for tho region ln which the 
lnrtltutlon Is loceted. A llstlng of Reglonal Comptroller 
ofllce1 appeus later In this Section. Indirect costs arn 
relmbunod to 1n Institution based on Its established 
rtle, subject to rtdmlnlstratlva end laglslnllve llmltntlon1, 
111 part of lhe costs ol lndlvldunl grants nnd contrncts 
awarded by tho Department. 

Provhlonel 

A provisional indirect COll rnte Is n tempornry 11ta. h 
Is used by Ot1f)ftrtmont of lloalth, Edur.11tlun, and 
Wellere awarding agencies as a bnsls for estln1atlng 
ind funding the emount of lrMllrect cCAts a11pllcnbl1 
h> a (llnnl or contracl until 1ctuel Indirect co1ts can 
bo determined ~ml a final Indirect COii Ille estob· 

llilled. Provlslonal Indirect cent rates are sub)tcl to 
adjustment at some future date. A provlslonal rate Is 
used to compote Indirect cents on grant appllcatlon1 
end contract proposals and on grant reports of 
expenditures and contrac.t public vouchers pending 
the developmtnt of a rate based on an lnstltutlon°1 
ectual cosll during the period of grant or contract 
pe• lormance. Normally, an Institution's last final 
lndlreet cost rate Is used as Its cunent provisional 
rate. For example, 1 fine! Indirect cost rate est~ 
llshed for the period July 1, 1973 through June 30, 
1974 would 11:.o be used m the provisional indirect 
cent rate beginning July 1. 1974. Ho"Nevcr, II a 
1lgnlflc1nt change In the type or level of an lnstllu· 
lion's ~ctlvltles h anticipated, the provision~! indirect 
cost rate should be based on 1 projection of the 
ensuing perlod'1 ac11v:1y. 

Flnll 

A final Indirect cost rate Is c111bllshed after an 
lnsthutlon'111Ctual costs for a given accounting period 
(normally Its fiscal yoarl are known. Once estab· 
llshod, 1 final Indirect cost rate ls not subject to 
adjustment. The final Indirect cost rate Is used to 
tdjult the corn repo;ted through use or provisional 
Indirect cost rates on grant reporll of expenditures 
end contract publlc vouchers. Methods or adju11mont 
11e described In Section V, Appendix 2. 

Pmlattrmln9CI 

A prodotormlned Indirect cost rate Is • porm1nant 
rate, negotlalld and agued lo for a specified future 
period, u1u1lly one you. Such n1te1 1re es!l '>lllt1td 
when there Is ru1on1ble Msurence, normally bo1ed 
on uper~nce ind 1 rellabla projection or an lnstltu· 
tlon's probable love I ol ectlvlty, th11 the rate agreed 
to wlll approAlmalo tha Institution's actuol rota. 
EMcept In vorv unusual circumstances, 1 pre· 
datermlnod hullrect cou rate Is not subjtct to 
adjustment. Predetorrnlnod Indirect cost retcs may 
only be usail whore tho Institution pot lot ms solely 
under uunts. lt cannot bft used where tho Institution 
porlorm1 .solely unrlor contr•cts or r1crlo1m1 under 
both gunls and contr•Cls. 

Flud Rate With C11ry·Forward 

A flMcd rnto with cmy·lorward provl1lon has elm· 
•ctarlstlcs of both the provl1lon1I rate and the pre· 
dalormlned lrntlract cost 1n1e. A rote 11compu1ed11111! 
fixed for a SfM!clllod future p<!rlod b"od on an 



estimate ol that future period's level ol operatlom. 
The rate It not subject to adjustment. However, whon 
the actuel cost1 ol th1t period are known, the 
difference l..etween the estimated cmts und the ectu•I 
costs ls carried IOfWllrd u an adjustment to 1 
subsequent pe!lod lor which a rate is establlshed. The 
tdjustment cannot be made In the fiscal period 
lmmcdl1tely following bec1use the lhced rite lor the 
lmmedialely following fiscal piriod will •heady have 
betn dett1mhwd. An .-d}ustment gener1Uy wlll be 
canted lorw11d to the "~d or third fiscal period 
following the period balr•ll tdj1nted. A llxed rote 
should be selected lhat wUl most closely 1pproxim1te 
lh1 ectull 11te to be Incurred. An 1CCurate forecast 
will confine carry·lorw1rd 1moun11 to mlnlm1l dll· 
lerences. Cltrry·lorward procedures 111 deicrlbed ln 
Section V, Appendhc 4. 

lying Rates to Grants and Contracts 
wanted by DH EW 

he Oepa1tmont ol Health. Educallon, and Wtllaro 
ards hundreds ol grtnh lfld contracts annually to 

a.es ol lnttltutlons. Tht aw1rdl 111 genenlly for • 
lod ol one year but that year does not usually 

olncide with a rll<:lplent lnstltullon's flsc1I yNr. When a 
ant or con11act period does not coincide with the 

ntlltutlon's flicel year, two Indirect cost r1111 ire used, 
ne for each ol the lmtltutlon't fiscal yun In wt:• ·!J tht 

ew11d ls P'!rformed. For example, Msuma that !in.a fllet 
ol 35% and 30% h;rve b!an estebllshed lor the two fhcal 
peilods ending June 30, 1073 and June 30, 1074, 
respectlvely, and that a one·year gra111 that Includes 
S!i0,000 fo1 direct 11l1rlet end wages WH awarded 
tllectlv~ March I, 1973. If $30,t...J of the direct 11ln rlt1 
and Wllll" were exp1!'\:tild by Juno 30, 1973 1nd $20,000 
during the 1111 eight months of the grant year, the 3G% 
111a would be 'flfllled to the S:J0,000 incl the 301(, rate 
would 1pply 10 th• s20,ooo. 

StltutOl'y and Admlnbt111t.lv11 LlmltRtlons 

A few OHEW pro"1ms h&vo leghl t tlvt or eclrnlnlstr11lve 
limitation' on 1h11mount ol Indirect costs which e1n be 
11lmhursed. 

Indirect costs 1ppllc1hle to granu owerdntl under 1110· 
gmm hirvlng lftOA\ prohibitions nr llml11tlons '"" relrn· 
bursed In .ccOfdance with lh• l1oal restrictions. 

lndlrtct com ere not rntmbu11od on f~llowshlpt nnd 
slmlln 1w11rh 1rnck11 whlc:h Fedar1t lln1ncln11 h 111· 

ctuslvely In the form of fixed amounts 01 tho publhhed 
tuition retet of 1n lmtltutlon, on con\tr uctlon g111111, or 
on stalflno 1111n11. 

Indirect costs on tralnl1111 aw11cl1 110 llrnltod to tho loner 
of •n Institution'• ac1111t cml• or 0% of 101.i 1tlow1hle 
t"ract Cotti, 

Some grenll progr1m1, not1b1'( resnrch, h1Ve cost 
sh.,lng requlrementt. An Institution may utlsly lu 
reqUlremeou through Indirect costs. For example, II 111'1 

Institution had to cost sh11e 1n emount of $50,000 
under a glvtn vr•nt tnd the amount of Indirect costs, 
computed vii the Indirect cost 11te, 1pplic1bl• to lhat 
want WIS $75,000, the Institution could sathfy Its cost 
sharing by waiving 11lmbunement ol •II but $25,000 of 
Its Indirect cost entltlemenl 

Requirement for Submission of Indirect 
Cost Proposals 

Erich Institution clalmlno reimbursement for Indirect 
co111 tn111t tubmlt •n Indirect con rate propostl to 
~ment how It derived the nte(•I 11 used to compute 
Its claim, 

The f1llure of ., lnultutlon to submit tlmely prOj!OS.i1 
m1y retult In th• dl1lllO'N1nce of costs orevlously 
ewarded. Further, awards made during t period for 
v.tilch en lmtltutlon does not have e current Indirect 
cost rat• wlll not Include 1n amount lor Indirect com . II 
a rite h tubmiuently established, b.ed on th• lat• 
submission of an Indirect cost propoul, Indirect costs on 
DHEW awards will be provided only !or the period 
beginning with tho llrtt day of the month In which the 
propo1tl Is submitted. 

ll1e Oo1l4!rlment rec<>!rlhes that occaslonelly, ex· 
tonuatlno circumstances may prncludo compll1nce with 
tho time pitrlod within which propouls muu be sub· 
mltted. When the due d1te for submlnlo11 of propo11ls 
cannot be met, 1 fOfmal rc!JUt11 lor 1n exttnslon, stating 
the re.sons, should be made to tha Reglon~I Comptroller 
prior to the due d1te. If the ro•1ue1t It 1pprond and th• 
fl'OJIOUI It 1Ul>M1QUently submitted In accordancft with 
the conditions ol approval, no penalty will be 11111ttd. 

Indirect c:Ott proposals need not h11 submitted II: 

2 

1. /\n Institution Im wnlv1Ml Indirect c0tt entltl emt111I 
on 111 0'onll or contractt. 

2. /\n lnllltutlun Is awarded only tralnlno ~Herdt 
suhl•cl tn nn lncllracl cml llmllltlon of 0% ol 
total direct CO!h and 111 lncllract cost rete exceeds 
that llmltetlo,,, 

Pro1JOuls 1hou!d he sanl to th• np111oprlatn Re1~onal 
Com11troller," Oepnrtm~nt ol llanlth, Ecluc•tlnn, 111tl 
Welfare at the lollowlng odilreuu: 

' lh• ll19Wl\ll t.<1n'fl1rOll11 I• oltlelelly llll•ll lhe l\nltl•nl 
ll•"ONI l.llltetn• tor rln1roel• I M..,..,,..,,, 

R.ponai Comptroll11r'1 AddrllJI 

John Fltzgereld Ktnntdy Federal Bulldlng 
Governmant Center 
Bolton, Mnuchutetts 02203 

Federel Office Bulldlllif 
28 Federal Pine 
N9w Vorlc, New York 10007 

Fede11I Office Bullding 
3535 Merkel Street 
P.O. Box 13718 
Phllldelphl1, Pi. 19101 

P11chtree·s..ienth Bulldlng 
!iO Senn th Street, N. E. 
Atlante, GtOfgl• 30:?23 

Federel Office Bulldlng 
300 S. W1ckM Drive 
Chic• . rlllnol1 80607 

Ftdl11I Office Building 
1114 Commerce Streat 
Dalin, Teut 76202 

Fedenl Ofllce Bulldlng 
001 Ent 12th Street 
Kan11' City, Mlnou1l 84100 

Federal Olllce Bulldlng 
1981 Stout Stree t 
Denver, Color11Jo 00202 

federal Olllc1 Oulldlng 
60 Fulton Street 
San Francl1co, Celllornl1 04 I 07 

/\rcade Ou11tllno 
1321 Soc:oncl /\venue 
Seattle, Wethington 09101 

/\n Institution that Im not prevlouily 1111bll1hlld 111 

lndlroct cott rate with the Oepnrtment must submit Its 
lnlthl propoul to the e11Jlfoprlnt1 Olllce ol th• Redon1I 
Comptroller lrnrf1<11ll1tdly alter bel,,g nollfled that 1n 
award Jlfiwkllng relmbunnmont for Indirect costs will be 
macle. Wh•r• pollllrla, thh 111oposlll should be submitted 
111101 to Iha date of the 1ward, aml, In no avant, laler 
thin three months alter such date. II lnlt11I proposals 11n 

submitted within the three month 11nrlod, ln<ll•ocl costs 
wlll be reimbursed lor the tull 1w11d yur. II lnhlal 
proposals ere not suhmlllnd within the three month 
fl'lrlod, ln:llrtct com wlll he lrrnvoc.bly lost lor all 
rnor11h1 1•lor to the month thtt the Indirect cott 
propoul h suhmlnacl. Thn propoul, whk:h will be uud 

Connectlcul, Milne, Mmachusett1, New Jfampshlre, Rhodt 
hlend, Vermont 

New Jeney, New York, Canadm, r•uerto Rico, Virgin 
Islands, England, Beirut 

Delew11e, Muyl1nd, Peonsylv-.:1•~. W11hlngton, O.C., Weil 
Virginia, Vl~glnla 

Alabama, Horid1, Georvla, Kentucky, Mlulnlppl, North 
Cltrollna, South C11ollna, Tenneisee 

llllnols, lndl1n1, Michigan, Mlnne1ot1, Ohio, W11con1ln 

Ark1nses. Louhlant, Texas, New Mexico, Oklahom1 

low1, K1nn1, Ml11ourl, Nebuskt 

Colorado, Montone, North 01kot1, South 01ko11, U11h, 
Wyoming 

/\1Mrlc1n Samoa, /\rliono, Calltmnla, 0111m, lt1w1ll, 
Nevada, Wake ls11ncl Trust Terrltorlo1 ol Peclllc Islands 

/\l11ka, Idaho, OroQon, Wail1lngton 
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to 11tabll1h 1 rate to pnunlt hrn<llng under the awMcl, 
sh11<rld nof'nally bo h11<1d on the lru<ltutlon's actu•I 
CD' ts lor Its 01011 rtc•mtly compl1ted !heal year . 
lfowover, If the Institution h aw•ro ol l~ctor1 that 111 

expected to result In 1 slgolllcant ch1noe In the rate 
clurlno the lhcal year during which tho 1w111J h to be 
fl"rlorrned, the pror1osal thoulcl h• basnd on th• 1110· 
)4tcto1! c0t11 ol thst yur. 

/\r1 lmtltu tlon 11111 Im Jl'Ovlu11tly aslohlhhad en lndlrtcl 
coll rate hi with the Dopnr tmont mull submit a now 
111opo1lll to 1111 11111101111410 Olflca of the Rngl0t11I 
Comptroller within 1111 months 1ltcr tho close of nch 



YMr In witllch 1 gnnt or contrtet h performed. The 
of 11te(s) renected In the propollll end the f11e1I 
s) on which It should be besed wlll be governed by 

fie circurmt1nces lrwol•ed: 

If 1 provhlonll 11te(s) wn previously est1bllsh.d 
for the most recently completed flsc1I veer, the 
propo!el must reflect (II 1 flnel rite ls) for th• 
completed yelf Nied on the ectull cosu of that 
ye1r, 11nd (2) 1 fixed, predetetmloed, or pro· 
•lslontl nte(s) for the subwquent yor. Normally, 
the r1telsl for the subsequent yew should bt bued 
on ectutl cons for ltlt m01t recently completed 
yew. ifoMVer, If tlwl Institution Is .w111 of f1ttott 
that '•' ' upected to mult In • slgnllle1nt chanve 
In the nte(t) durl119 the subsequent yur, the rete 
compUlltlon must be hesed on profected costs of 
th11 yew. 

I! • fixed or predetermined r111(1) w11 prevlously 
,stabllshed, the propoul must relll!Ct 1 11te(s) for 
!he flsc1I yetr lmmedletely following the yur 
c111111ed by the last negotiation. Thh rate(sl should 
bt b.1;ed on !tie ectual c01ts for the moit recently 
completed y11r, or, If the fecto1s desc1lbed In ''1." 
11:>ove •• present, profected coils for the !heel 
Y•• CO'ttred by the rue Isl. 

proposal should bt prepered In 1cco1denco with the 
Inn set forth In Section II. It tl1ould bo acxom· 

by the following supporting d1t1: 

A copy of tho 1111dlted flnencl•I u11emonu Int the 
flsc1I ye11 on which the propoul Is b3sed, 
crou•11ferenced nnd reconclled to the proponl. 

•. The totel 1mounl o f dhect C01t1 lncuntd by 
the Institution um!er 111 Fede11I ll'•nts Ind 
cont11cts fJICepl conttructlon gronh, during the 
flSCll yeer on which the l)IOpoul Is bHtd. 

b. The 10111 1 ·:t sal11les 111d wage1 ?r to11I 
direct cosll lncuo'td und<lr Federal 11111111 and 
cont11c11 that 111 lnclurled In the hne for rate 
cllc11l1tlon pu1p0tes. If more than 011c rate It 
PfOposecf, prO'tlrte the ljlproprlete an11>011I 
Included In e11:h 11te buo. Dhect ul11le1 Bild 

WllgtS or totlll dhecl coslt lnconnrl undor grants 
ffld contracts which limit lndlreot QOll rolmhurse · 
rnenl 1hould IM! so lntllc1ted M1d shown l•paretoly 
from th• -.n1111"1s lnc1111od umtor other or11111 nnd 
oontrach. 

If • • oll·slt• or 01h11r 1pec:f•I ra11(s) Is bolno 
propotlllf, the followh>Q lntm111ntl1111 should bo 
1ubmlt111I with Ill* Indirect cent 11mpo11il: 

1. I\ 1•"onatily p1eclsn, cnn1p1ehe111lve slalemmil 
ol the r.hcum11111cn1 11nde1 which •;tlvltles 110 

considered off..tte, whefe P01slbl1, In te•ms 
of: (11 owoenhlp of the fecllltles In which the 
ectlvltle.s •e c~cted; or (21 disrance of the 
ectlvltles from the lnstltutlon'1 prlnclpal 
ph ce(s) of businm; o: !JI ge~aphlc1I loca· 
tlon of the 1Ctl¥it1er· -,, (4) 1 combination of 
-nenhlp, distance · "Ir loatlon. 

b. The treatment ecCOfded prolects partlally P9f· 
formed ofl·slte. 

c. A llstlng of specific off·sllt !1Cllltlos or loca· 
tio ra. (This Is not required II the number ol 
such facllltles or loatlons exceeds ten.I 

Coordination Among federal 1' gencles 

Many lnstltutlom that receive g11n11 and contracts from 
DHEW 1lso recel•e 1M1ards from other Fedtral Depart· 
ments or 119'ncles. These ottier Federal 1go1ncle1 ostabllsh 
Indirect ccxt rates with the Institution for use on th1lr 
!1'•nts 1111d contracts that may be 1pproprl1t1 for ose on 
DHEW 1w11ck es well. Tht OHEW Regional Comptroll er 
will determine If 11tes est1bllshed by other Federal 
1g11ncles are •PPfOpl':ate for use on DH EW awards. 

II the Institution has estabUshed 1 rate(s) with another 
Feder al egency l t should submit to the DH EW Reglonftl 
Comptroller D copy of tho negotiation llll'"ment Issued 
by the other Federal 1g11ncy at the time It submits Ill 
Indirect cost proposal to tha Regional Co111ptroll11. In 
those cases, the Reglon•I Comptroller wlll coordln1te 111 
negotlellons with those ol the other Fedeinl agency, 

Formollzatlon and Dluemlnetlon of 
Indirect Cost Rate Agreements 

A Nuootlatlon AQfeemenl, OHEW Form NA·llNI !See 
Section V, Appendix 31 Is used by OHEW to lorm1llro 
the 1mults ol 1 rate negotletlon ind to dluemlnelt those 
retults to P'lflonnel within the Ot!pe1tmen1 ol Ht•lth, 
Eclucatlon, 111d Wclfa10 end to olh11 F~rnl 11gencles 
rupom1 1•1~ for the tw11d 1111d 1e11lemen1 ot grants and 
contrncu. The Agreement Is \lg11ed by an eulhorlrcd 
1eproson11tlve of the Institution ind by • de1lgn11rrl 
ro111oum111lve of tho neolon1I Comptroller. Co11los ol 
lht 101eement 11e dupllc11ed nml dls11lh11tod to tho 
verlous r.nnco111ecl p11tla1. 

Awnrd nnd Settlement of lmilroct Costs 

Suhfnr.I 10 ony 1estrlotlo111 011 tho 1ocovo1y of ln1lllnr.1 
coils lor a 111111lcul•1 IJ<OQIAIO, lndlroct cost\ will he 
rtwAldnd uslno !he larou a11ohlld1ncl Indirect cost 1110 
appllc1ble ro Iha llflllod ol fMtrtuomnnce ol lho 1wn1d. 
/\11 Institution seokl11g 1elml11111urnon1 ol Indirect c1111s 
°'' • 111upo1ed (l'l nt or conuact thnuld show tho emounl 
rortU•llarl In Ill arent 1ppllc•tlo11 or contncr Pfopmol, 

The •mount l'fQU•;:~ should be compUtld using the 
lndlrl!Ct con rate reflected In the lnstltutlo."'l's m~ 
recent negotiat ion agreemenL The rate Itself, should bt 
cited In the 1p; :ication or proJ)Ofal. 

Commonly, grant tpplications 1nd contract propos.als 
need to be submitted far In advance of the d11t of 
IWard. In the Interim. Indirect cost rates which were 
cutrenl 11 the d.lte of lpplic1tlon or Pfoposal tn1y bt 
supeneded by l'llOfe current rates as ol the dlte of 
11W11d. Whei, this occur~. DHEW 1w11ding 1gencles wlll 
Ute the negoti1ted Indirect c01t Ille In effect v.+ien the 
1w1rd 11 medt. lmtltu tlnm v.+llch hwe not esrabllshtd 1 
CUfrent Indirect COit rato whh the RegloNI Comptroller 
1t the time 1 gnnt or contract Is twllfded will not be 
aw•ded Indirect costs until a rate hn been tst1t:llshed. 
Where the Indirect cost PfOposal has not been submitted 
on time, and a 111e Is established after the Mard Is 
mede, Indirect cosrs wlll be feCOgnlr.d only for !tie 
period beginning from the first day of the month In 
which the Indirect cost proposal Is submllled. 

Whtn lndlr1ct costs 81d .warded on the basis of a 
Pfovlslontl 11te, adjustments to the Indirect COlll 
ew11ded will not be made until a fin .. rate rellecllng an 
Institution's ectual ccxts Is r ; •al.Jllshed, sometime 1her 
complttlon of th. lnstJtutlCl'l's Ilsa! yeer. Occaslonali(, 
bec1use of unforeseen mafor fluctuatlons In on lnslltu· 
11011'1 activities, rovlslon ol 1he established pro•lslon1I 
lndhect ant r"Ale may be ncceuary. But e•on In such 
c11e1, Interim 1djustmonts generally wlll not be modt to 
ew1rds tlrudy made unless the net affect of the rile 
revision on all DHEW grants 111d contrncts 1ffectcd 
exceeds either S 100,000 or 20% ol the total costs of 
th111fan11/c:ontracts to which the rate applll!1. 

Adjustments to gnnts end cont11ct publlc voucl111s 
resultlng from the finallutlon of Indirect cost relts for 
periods v.+ien provhlonal Indirect colt rote vrere u.M 
must IM! Initiated by 1111 grantellcon111c1or Institution, 
A summ1ry report of expenditures \heet, for use In 
tdfustlng all 1llectod DHEW 9111111. Is 1110111nted In 
Section V, /\ppimdht 2 of this brochurt, This summary 
must be submitted, within one yen1 1hor the date of 
1uc.1tlon of tho Negotiation /\grcon1'1nt, lo the Indirect 
Ccxt Management Section, Olllce ol Fln1nclal Manage· 
menl, N1tlon1I lnullutos of lleahh, 011hellf1, M11v· 
111111 20014. Adfustn1onll lo public vouchors must bo In 
eccordanco with lhn Ocp;11tmenl's 111ocuromen1 ronulft· 
tlom. 

Disputes 

On rnre uc~sluns, the OllEW neolnnal COlllfll!oller and 
111 lnsthutlun may not ht able to reach ngreornnnt on 
wliot comtlturas an accoptahlo h1dhect cost rate(s). In 
th•t wnnt, lh• neglonal Compllollrr wlll make a 
u11ll1te1al detwnlnalfon of tho rate(s) tloemed accopt· 
ahlo lo the Depa1 trnonl and wlll notify tho ln11h111lon ol 
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th1t determination. The Institution m1v 1ppell thl 
detormln11lon In accordlnce with either the Depart· 
ment's. Grants Appeals Revulatlt.n (45 CFR, Pert 18) 
tnd Implementing procedures or the special 1nd general 
provisions of affected contracts, If 1ny, but not both. 

The Reglon1I Comptroller wlll notify the Institution of 
Its rl!tit to oppul and the procedures to follow upon 
request by the institution. Notlliation wlll also be given 
•I the time the Institution ls advised ol the Region1I 
Comptroller's unllatoral do1ermin11lon. 

Community Action Agenc~ts 

Community Action Agencies (CAA) have generally 
t itahllshtd their 1ecountlng systems In conformance 
with Office of Economic Opportunity guldellnes. Those 
guld1lln111 contained a chlft ol ecc,,unu aod account 
desc1lptlons which tended to mul.nlze direct charging 
to program1 1111d to minimize 1mounts tre1ted as Indirect 
costs. Under tl11t system, gunnrallzed ldmlnlst11tlve 
c01ts (Section 221, Economic Opportunity Act of 1964, 
11 amended) wore 1CCtJmul11ed In 111 eccount designated 
os 01, 1dmlnl111a1lon. Ch11ge1 to this .iccount n well 11 

dm119s to eccounu designated 02, 03, and 04, program 
development, CAA pl111nlng, ind CAA eveluatlon, re· 
spectlvely, were reimbursed dlrectly ind entirely by 
DEO using funds speclllally provided for th1t purpose. 
Hince, CAA's hed no need for end ~re not relmbumd 
for their Indirect costs through the usual 111e mech1nlsm 
by other Fede1al aoencios that also rMde awarris to 
CAA's. Wlolle this 1ru1nge111ent may have been satlslac· 

•tory In tht past, the lr1111fer of programs from OEO to 
other Fcdo1nl ogenclos, d1engris In th1 level of Fedenil 
furnllng of those P1ogr1ms, lllld the uncert1ln status ol 
future OEO funding hes toveroly tompUated the situ•· 
lion. II ls prol11ble that In thn future, Community 
Action Ag12ncles wUI need lo be less reliant on OEO fot 
recO'teiy ot Its edmlnluratlv• costs and will nffd to 
rcc011tr those co1u against sponsou of lndhlldual pro· 
Qf•ms. The best proceclure for doing this Is through th• 
ostabllthonent end 011 ol an lndhoct cost rate. However, 
whether or noi • role Is necesury wlll depeod upo<1 
whether (a) OEO 01 Its succes.sor 01g1nlutlnn continue• 
to rolmb1111e Cf\/\ a<lml11ls1111lvo costs through direct 
turwllng, 11111 (hi the lnvlll ol funds •rrroprlated 101 
lr1dlvhlunl CAA p1og1nms lr1n1fa11od to DllEW and 
other Fode11I •11oncl11s from OEO. To !he oxtenl ponlble 
wfthr>ul detriment to 1ho1t term program acr.ompllsh· 
1no111, OHEW wlll follow 111 generol 11ollcy of relmb1111· 
lno full l11dl1ec1 costs on llflnts ind conllacll that It 
awards. However, n111110111ln1lon consl11l11ts may require 
llmltotlon1 °' o~ceptlont to tho ~111111 policy lot 
specific progtims or In given situations. Thorofore, until 
1uch tlrno 11 11nlfu1m Fnd1111I policies •re e111bllsh1d 11td 
followed by ell m~lor Feder•I funding l!lllllclet, CAA's 
110 1dvfsetl 10 ieok counsel from Iha 1pproprln11 



Reglon1l Comptroller's office on whethlll' 1111 Indirect 
cost r1t1 ls n.c:essery, and If so, how to compute It. 

Federal 9gencle5 which aw.rd granu and contracts to 
Community Action agencies differ In the tyl>'$ .,f costs 
they •• willing to relmbum. Therefore, CAA's wnl 
usually find that 1 costing system which rwrults In 
maximum direct costl119. such as that contained in the 
S,.nderdi of Accountl1t1 Mid F/MnClal Rrporlfng for 
VoluntKy HHlth and Weloo Orp1nlzar/ons. published 
b'( IN Natlonel Health Council and the National Social 
Wtlf•rt Am mbly, Is '1pKltllY suitable. AppendlM 1, 
Eichlblt C-Olrect Allocatlon Method, of Section V 
lllustr1ted In thh brochure ls cornp1tib4e with th1t 
method. The cost1 Identified In thlt Exhibit u gener~I 
Ind 9dminlstratlve 11e those cosls previously ldentlli.d 
by OEO 111 Section 221·01 cosu. It does not Include 
Section ~21·02. OJ, or 04 costs. These costs If Incurred, 
must be truted 11 direct costJ ind 111 subject to 
progr1mni11tlc evaluation as to need •ro benefit to 
Individual progrems. 

0 

Donated or In-Kind Goods end S«vlces 

Oontted services must be reC091lted for Indirect con 
rate computltlon purposes when the folfowlng cln:um· 
stances exist: (11 The services performed ere 1 normal 
pert of a p<0gram Of supp«tlng service end would 
otherwise be performed by 11l1rled personnel, (2) the 
Of!l'l'lizatlon exercises cont rol CNer lht employment and 
duties of tht donon of the Mf'llce, 1nd (31 the organl11· 
tlon h• a cletr1y measurable bnls fDf the emount. 

The v1lue of don1ted 111r.1lces r. r>ul ~llowable as c 
relmbun able direct or Indirect cost. How.n·"· the nlue 
of don1ted ser.1ic:es or goods utl'lzed In the performan« 
of a direct cost activity shell be considered In IN 
determlnltlon of tht Indirect cost retehl and, eccord· 
lngly, shall be llloceted 1 proportion1te sh11e uf Indirect 
costs. 

With one elCoeptlon, the value of don~ted goods olso Is 
not ellow1ble m 1 reimbursable direct or Indirect cost. 
OtPftclttlon or 1 UM allowance on mets don1ted by 
third pertles Is allowtblt but aubltct tu eny restrictions 
conulned In pertvrtph G.10. of the cost prlndples 
contained In Section IV of this brochure. 

SECTION II-GUIDELINES FOR PREPARING INDIRECT COST PROPOSALS' 

Methods 1.f Calculat!on 

Btetuse of the wde variety of situations to which they 
apply, the cost principles In Section IV descrioe the 
developmeot ol 1ndlrecl cost rates In somewhat veneral 
tlfms. Thare are, howe•er, three basic techniques In 
gtner1I use for distr buting (pror1t lngl the various typos 
of Indirect costs. Yhese are known 11 the simplified 
method, the multiple distribution base method, end the 
direct allocation method. 

Simpllfled Method 

This method Is used where all of an Institution's direct 
progrt m activities receive services from all of Its Indirect 
Of tdminlstmove activities In 1pproxlm1ttly the same 
degree, or where the amount of Federel funds r~lved 
by 1n Institution Is not m11eri1I In relat ion to Its other 
of)t'ratlng revenue, or where tht Institution has only 1 

slnglu direct function or activity with multiple sources of 
funding. 

U~r this method, It Is not ncc111111y to make 1 series 
of Indirect cost distributions. Instead, an Institution 
simply categorizes each of Its ectlvltles as either direct or 
1111.Jlrect and 1 single rate Is computed by relating tho 
costs associated with Its Indirect 1ctlvltles to •he costs 
associated with Its direct activities. 

There arc three basic steps Involved In this method: 

1. The segregat ion of the Institution's activities and 
their costs as either direct or Indirect. The costs 
ere taken from the Institution's financial sta le· 
men ts. 

2. The ellmlnntlon of c1pltal upendltures and unal· 
lowoblo colts. However, note paragraph C.2. of 
Section IV. 

3. The computation ol the rate by dividing the 
adjusted Indirect COits by 1 rate b&1e. The rale 
b11e mav be tha direct com Identif ied In sttps 1 
i nd 2, or an clement thereof, such 11 direct 
snlarles and wages or direct 11larles and wages plus 
appllcahle hlnga benefit•. 

Multiple Distribution 81110 Method 

This me thod Is used when nn ln1tltutlon'1 direct ac· 
tlvltlos do not all bonoll t from Its Indirect tetlvltles to 
the Mme rclallvc degree. 
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Under this method, Indirect costs are lnlti1lly grouped 
Into various functional categories, or pools, 1uch 11 

General Administration, Bulldlng Occupancy, etc. Elldl 
pool ls then distributed to direct imtitutional activities 
by means of a base which best measures the rel1tlve 
degr~e of benefit which each activity derives from that 
pool. Careful Judgment Is requirMI to establish the 
appropriate number of pools, giving consideration to 
whether the doll ar amounts Involved aro sufficient io 
warrant separate pools. 

The method Involves six blslc steps: 

1. Sqregatlon of the Institution's act ivities ind their 
costs as direct ectlvllle1 and Indirect 1ctlvltltL 

2. The elimination of capital expenditures end un1l• 
lowable costL However, note par191eph C.2. of 
Section IV. 

1 Further segregation of the Indirect ectivltles Into 
functional cost groupings (pools) which benefit 
the Institution's various direct activities In algnlll· 
cantly different proportlonL 

4. Selection of an apwoorlate distribution b111 for 
each pool of Indirect coils, In accord1nct with thl 
criteria In parllf'aph 0.2., of Section IV. 

6. Ol1trlbutlon of 11ch lndirtcl cost pool to those 
1e1Mtlos ropresented In lls dlllrlbutlon ba..i. 

6. C1lcul11lon of the Indirect colt rate(!) by totaling 
the amoun11 distributed to each ectlvlty In step 4 
i nd dividing by a rate bua u descrlbMI In 11ep 3 
of the simplified method. 

Dl1'9Ct Alloc11tlon Method 

M1ny non-profit hutltutlons, particularly voluntary 
health and vtellera agencies, elect to direct char91 thtlr 
p10,-1ms for all costs except 1ho11 speclllcllly ldan­
t lfllble with general edmlnlltratlon functions end fund 
11111119- Such lmtllutlons typlcally segregate their ex· 
pendlturos Into: 

1. General and administrative costs, 

2. Fund raising, nnd 

3. Other direct programs and 1ctlvltl11. 

To the mu lmum extent prectlcal, they Identify tech 
expenditure speclllcally with on• of tht1e functions. 



1' wen es ocOJpancy, telephone mvlces, etc .. 
11lly annot be speciflally Identified to 1 given 
l>f 1CtMty, ere prorated 11 direct costs to each 
nctlons benefited on a consluent ind retlon1I 
111 1 base most 3pproprl1te to th• joint cost(s) 
rated. 

hod, properly Implemented, produces ~rate 
' granu ind contr1ets. Under thh method the 
osu of :he institution arr simply the residue of 
Jted co11s clanllled n gene111 and edmlnlstra· 
Indirect cost rate 1$ computed by dividing the 

lnd 1dmlnlstretlve !Xl'ls by a rate b11e 11 
I In th• previously noted methods. The direct 
1 method mull be used by those lnl11tutlons 
11 the Sr.ndards of Accounting llld FIMncf.J 
1 for VolcJnr.ry Hu/th end W~f«W 0rp8nfn­
tn repo1tl119 to non-Feder1l egencln 

Proposals 1nd the Cost Principles 

vo~I formats ere presented In Appendli< I. 
Intended merely to Illustrate the mechanics of 
prep11r1tlon In some of the most common 

1 end they normally wlll require ed1ptation to 
I clrcumst1nces of lndlvldual lnstllutlons. 

Thi Principles for Determining Costs Appllable to 
G11nts and ContrlCts with Non-Profit Institutions are 
prose111td In Section IV. 

Substantiation of Indirect Costs on 
Training Awards 

Oepertmenl pollcy om1ntly llmlts the recovery of 
Indirect costs on tr1lnlng ewards I<' the lesser of actuel 
Indirect costs or Indirect cotll com1..,ted 11 8"" of total 
direct costs. To wold the lmpo1ltlon of unnecessary 
.dmlnbtratlve burdens on Institutions, th• wbmlnlon of 
u form11 Indirect cost proposal from inttltu tlons which 
hl'la only 1111,,lng 11vmd1 subject to the llmltatlon, wlll 
not norm1lly oa required. Howl'ler, lnultutlons must 
have document1tlon w1llabl1 to permit verification by a 
represent1tlva of DHEW that Its ectual rate equals or 
exceeds the 8" llmltntlon. 
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Whnre the Institution's calculation results In an Indirect 
cost 11te of less then 8% of total direct costs, • form1I 
Indirect cost proposal must be submlued to th• Office 
of 1h1 Reglon1I Comptroller. 

SECTION Ill- FRINGE BENEFIT AND OTHER SPECIAL RATES 

Fringe Benefit end Other Special Rstes 

Fringe benefits ere allo-.cH ind iervlces ~ovldod by 
'" Institution to Its employen 11 compensatlor. In 
eddlllon to regular w1ges and salarlu. It 1lso include$ 
payments mode by •n employer on behalf of employns. 
Costs of frln1111 berll!llts are ellowable: 

a. To th• ei<tent required by law, 

b. To the e111ent rtQUlred by employer-employn 
agre.ment, 

c. PrOYlded thet benefits are granted In 1ecordance 
with established institutional pollcles, 

d. If toguther with all other compe1w11lon p1ld to an 
employee Is rea1onable In amount .• end 

e. Provided they ire lborbed by all Institutional 
functions and ec1Mtlt1 In e manner consutent 
with the pattern of benefits 1eerulng to the 
Individuals or groups of employees whose salaries 
end WtgM are Included In uch lunctlon or 
ectlvlty. 

There aro many ty~ of lrlngv benefits. Among the 
mOlt common arc pay for v11co1lon, sick, end mlllury 
ler1e, holldlys, end contrlbutlom by the employer for 
socltl security, employee health ~nd lire Insurance 
\lllOrkm11n's compenntlon, end pension plens. The 11111'. 
mtflt of hinge benefits vary from Institution to lnslltU· 
tlon. Somt Institutions treat 111 fringe bel'lellu es 
lndircicl costs. Others treat some fringe benoflts es direct 
costs and others IS Indirect costs. The Department of 
llt1hh, Educa tion, ant.I Welfare wlll recognize these 
vurlalloM of troatrnent If they otherwise meet the 
requlremanll for allowablllty listed ohovo. 

The dhect costing of fringe benefl11 may be eccom· 
pllshed hy lthntlfylng the specific cost of each fringe 
benefit of e11eh Individual employee and allocating that 
OOll to oech p1ojoct or activity in p1oportlon to the time 
or effort that an employee ch~1oe1 to It. Pnctlcel 
dlfflculllH usually llfecluclo this approach, however. 
ln•,teat.I, Institutions normally nccumulete tho costs 
usoclatot.I with fringe benaflu In one or mo1a coll 
grouplng1. These cost grouplng1 110 then tflstrlbulcd to 
t>CJnellllng dliocl actlvltlH and projctll In propo<tlon to 

t'1e direct selarles and Wlflll' charged to those ec11v1tl11 
end projects throufli a frln1111 ~eflt rate(sl. 

A fringe benefit rate Isl m1y bo usied to assess indivkf\111 
Fede11I grants and conlrlCts for the fringe beneflu 
1wtle1ble to charged direct ialarles ind wages. 

Institutions which ch11ge Federal grants or contrects for 
fringe benefits must 1ubst1ntl1te tho •mount cl1lmed. II 
fringe benefits are treated IS Indirect cosll, the docu· 
mentatlon must bo submitted IS put of the Indirect cost 
propo11I. If fringe benefits 11e treated as direct eotls, a 
fringe benefit propos1I wlll be required when reque1ted 
by the R~lonal Comptroller. The propotals, ¥rhen re· 
quested, must be submitted ye11ly ind should eccom· 
pany the ln$tl\Utlon's Indirect cost proposal that Is 
submitted to the Olflce of the Reglon11 Comptroller 
•l the address fisted elsewhere In this brochure. The 
Olllce or the Regional Comptroller wlll evaluate the 
ln1tltutlon's fringe benefit propo11I end negotl~ll 1 
ntehl for uu on Federal progt1ms. The negotlettd 
fringe benefit ratehl will be shown on the same negotla· 
tlon 19'temen1 used for lndlm:t costs. 

Tho lrlnfll benefit propoul should con11ln sufficient 
ln lo1matlon on each benefit, oach bese used to distribute 
th~ COit, ant.I on llt.lluslrnents to prior yearJ' COiis, to 
allow the Federal negotiator to mike an Informed 

, evaluation of tho propose!. Existing written fr inge 
benefit policies should be submllled together with 1n 
lnsthullon's lnltlal propoMll. Tholf'1her, only policy 
chenges need be submitted with subsequrnt propotal1. 
Institu tions who1e fringe benefit• Include pension costs 
mml submit n copy of tho pension planhl together wllh 
portlnenl acluatlel reports, II any, with their lnltlal 
p1opoM1I. Tho1oallor only changes to the planlsl end 
wrrnnl nctuatlel reports neod ho submitted. Tht lnlor· 
matlon submitted must doicrlbe 1he class of employees 
ooveiod, employoo vesting rl\tlll, whether the pl.r1 Is 
contributory or non-contributory, defined contribution 
°'defined benefit, i nd tho tre11111ent of: 

0 

(1) Past Jllrvlce pension costs, 

lhl noatlzod end unreelluld g1lns Ind lo11es on 
11<1r11lo11 fund lnvo11mo111t, 

(cl Funding pollclu end prtctlces Including the 
ectuarlel or other ba1l1 for the amount funtled. 



Specie! Cort Centen 

Many ln11llutlom operate computer, 1nlm1I care or 
other ser1lce centm, units or fecllitler whose output Is 
tusceptlble of mHsurement on a wcwklold or other 
(J.11ntlt1tlve blsls. lhe costs 1SSOCl1ted with these units 
or facllltit., wl~re m1terl1I In amount, should be set 
eslde M 1 1epe11te cent grouping ind dlll'Vfd to ectlvltles 
.00 P'olects In Pfoponlon to servkts rendered. Com· 
monly, tuch ct.an lf9 mlde through hourly 11t11 or 
llfVlc• fMt. lhe cott of these centers Includes their 

direct COll.1 j1uff, IUpplfH, wpervhlon, tflVtl, etc) and 
their PfOportionate shire of Indirect costs. Institutions 
must be Pflf ered to substantiate their charoes for specl1I 
service ct"~m throu~ the submission of 1 cost pr~ 
posal. 
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lhe Regfonel Comptroller for the region In which an 
Institute Is located h11 been t.lerlgn1ted 11 the responsible 
offlcl •I for the 1pPfov1I of service center. charges • 
Institutions should submit their Pfoposels to th• Re­
!ionll Comptroller 1t his request. 

SECTION IV 

PRINCIPLES FOR DETERMINING COSTS APPLICABLE TO 
GRANTS AND CONTRACTS WITH NON·PROFIT INSTITUTIONS 

(For gr1nt1, thete Pflnclpln 11e cited In Section 74.174, Subtitle A of 45 CFR, Plft 74, Subpart 0 . lh1 
• m• Pflnclpler vlill be Incorporated by reference In lhe gener1I jifovlslons of each OHEW cont~ICt to Yitllch 
tlwyapply.) 

NOTE 

Tht rwlnclpltt conltlntd htteln woro In olfoct ot ol lht publlcotlon d•lt ol th• brochu1t. "The prlnclpltt "' oublocl 10 
<'-fl'• ho- , tnd non.pro Ill lnttltutlorw tit IHNh.d to tontult the olflclot pollclOI ot lhe o .,,.1tmont M tonlelrwd In 
lhe Oult o l Fodorol OtfUlotlont, tho llEW Procurtrntnl Oov-ilttloM end lilt OllEW Q11n1t A<*nlnltlrollon Monu.t. 

Ho,,.rwotlr lnnltutlor• mrf oleo , .. ,rnv oou111ln II rovltlono how t-n modt ot t ny point In tlmo i..., con1oc1lne tht Ollk• 
ol the OOGlonol Comp110Mt1 lhltd In s.ctlon I, 

D111•rtmo~t ol Hoollh, E .. utotlon, llld Woll t it ••• Olllco ol tho Stat111y 
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PRINCIPLES FOR DETERMINING COSTS APPLICABLE TO 
GRANTS AND CONTRACTS WITH NON-PROFIT INSTITUTIONS 

A. PURPOSE AND SCOPE 

1. Ob~tlves 

This document provides principles lor dotermin· 
Ing the costs applicable to grants •nd contracts awarded. 
by Ille Oepartrr.ent of Health, Education, and Wellare 
and performed by non·ptollt organiut lons other than 
educational lnstitutlon1, hospitals and State and local 
Government organizations. Thfle principles ua e<>nllned 
to the tublect ol cost determination •nd make no 
attempt to Identify tha clrcu1.11tarn:es or dictate the 
extent of 10gtncy and lnsthutlon1I participation in the 
fln1nclng of • pmicular project. The ptlnclples are 
designed to provide reCOQrlltion of the lull 1llocated 
costs of work under ge nerelly accepted accounting 
principles. No p<ovlslon lor profit or other Increment 
abovo cost Is provided for In time prlnclplos. 

2. Definition of Nort-Prollt lnt tltutlon 

(I) A non:prolit Inst itution for pUrpom ol this 
document 11 any corporation, foundation, trust, euocla· 
tlon, cooperat ive or other organiza tion other than 
Ill educatlonll Institutions, (II) hospl:~ls and (Ill) ~t:.10 
and loe1I Governmental 390ncles, bureaus or depart· 
menu , which Is operated primarily for sclontlflc, educa· 
tlonal, scr1lce, char ltablo, or slmllar purposes In tha 
pobllc Interest, which Is not org~nlzod primarily for 
profit ond which uses all Income excoa<llng costs to 
maintain, Improve and/or oxpand Its operations. 

Th' cluwter or other legally binding authority lor 
the 11dstenco of the lnultutlcm must provide that no 
part ol tho not e1rnlngs, prnJ1Crtlo1 or other e11ets of tho 
Institution, on r11nolutlon or othorwlso, 111111 Inure lo 
the bonellt ol any pr iva te pcr$0n or Individual Including 
any membor, employee, olllcor, dlroctor or tru1tee of 
tho lnllltutlon, and that, on liquidation or dl11olullon all 
propertlos arid m ots remelnlng alter 111ovldlng lor all 
dobts and ollllgallons 1hall bo dlttrlbuted and flll ld over 
to such other fund, loundAtlon or othor mg111lzatlo11 
formed and operated es a non·J>follt lnllllutlon, u 
defined horoln, •• the Oo•rd of Olroctors °' Trustoos 
may doto1mlne. Institutions which hnvo received taK 
exemptlmn u non·11rotlt ln11llullon1 from tho U.S. 
lnlnrnal nevo11ue Sorvlcn shall be comldorod to havo mot 
lhe crl1cr l~ of 1hl1 dollnltlon. · 

(bl For pvrposes ol this document, tho larml 
non·ptollt and not·lor·prollt as choy 011 do1cr lptlvoly 

Hi 

appli~d to institutions shall be considered synonymous 
provided the requlrermnlJ of 2 (•) are m_et. 

3. Policy Guldct 

The succc,s lul upplicatlon of these prlnclplos 
requires development of mutual understanding between 
repreientatives of non·profit lnultutions end ol thd 
Fedetel Government es lo their scope, applic1blllty, and 
Interpretation. It Is recognized thll tho arrangements for 
egency and Inst itutional p11tlclp1tion in the financing of 
1 project are properly iubject to negotiation between the 
egency i nd the Institution concerned Jn accordance with 
such Government-wide criteria 11 mey be -s>1>llcable, 
that each lmtltution should be expected to employ 
sound rnantgOmcnt prectlce In the fulfillment of Its 
oblloatlon, and that eacti gronteo or contractor organln· 
tlon In recognition of Its own u1 ,Jque combination of 
stall, facilities and experience should be responsible for 
employing whatever form ol organization and man119C" 
me11t tochnlqJes u rmy llo nccennry to assure proper 
~ rllclent administration. 

4. Appllcatlon 

Those prlnciple1 shall be 111plled In determining 
cosl lrn:urred In tho porforrnonco of all grants and 
cosl·rclmhurM1mon1 typo contracts awftlded by the 
OnpMlment of Health, Educ&llon, ond Wellere. Tho 
prlnclplos shall abo 01111ly to c:o1t·relmburM1mon t type 
contracts performed undor DHEW grants ind cost· 
rolmbunemenl lypo subcontract\ and shall bo used as 1 

1711lde In tho pricing of llxa<l price contrects and 
subcontracts. Tho principles do not apply to construe· 
tlor1 grnnU or co11t1oc11. 

D. BASIC CONSIDERATIONS 

1. Compo1lllon of Total Coit 

Thn tntnl cost of a con Incl or grant l11ho sum ol 
tho allownhln clhoct and lndlrt1ct coils nllocablo to the 
giont/contrecl lus •ny nppllcoblo credlti. In tscor11Jnlng 
what constitutes cost,, any gannrally accepted llCCOUnl· 
lnu mothod ol detnrmlnlno m astlmallno com thel 11 
criullahlo undar the circurnstnnr.os may ho ul<!d. 

2. Facton Affec ting Allow~blllty of Cot tt 

F11Cto11 to ll<l con1Jtlertd In detorntlnlng the 
nllownblllty ol lndlvftlunl ltams ol cost lnclutle 



l•I reaionlbleness, (h) allocablllty, (c) application of 
those gener1lly acceptell accounting prlnclples •nd prac­
ticet appropriate to tha pertlculer circumstances, and 
fd) eny llmltatlons or ucluslons set fonh In this 
document or otherwise Included In the crent/contr~ct as 
lo types or amounts or :ost ilemi. 

J. Definition of ReuoMblentD 

A cost Is reasonible II, In ltJ Nture or amount, It 
does not e~ceed that which would ba lncurml by an 
ordinarily prudent person In the conduct of competitive 
lx11lnen. The question of thtt renontblenen of 1petlllc 
costs must be icrutlnlzod with part lcultr care In connec· 
tlon whh Institutions or separate divisions thereof which 
may not be subJect to effective com1H1titlve restrtlnts. 
What ls reesoneble depmds upon• ••rlety of consider•· 
lions and clrcumstancu lnvolvlng both the nature 8nCI 
amount of the cost t n question. In determining the 
r11S<Jn1hleness of 1 g! ven cost, comldoraclon shill be 
given to : 

(al Whether tht cost Is of a type generally 
recognized as ordinary and necessary for the operation 
of the Institution or 1ho porlormence of the !lf•nt/ 
con1rac1. 

fbl Thft restraints or requirements Imposed by 
••ch factors 11 ganertlly accepted sound business prlle· 
tlces, arms length btl1~olnlng. Fed~rel and State laws and 
regulntlons. and gfOnt/contrncl terms and specilicatluns; 

(c) The action that a prudent buslncnmon would 
take In the circumstances, con1lderl119 his mponslbllltlu 
to the public 11 large. tho Govornmunt, his employees, 
his clltnts, shareholders or members ~nd the fulllllment 
of tho P11t1XHes lor which the Institution wu or1>1nhtd; 
and 

(di Significant devlntlons from tho osrabllshtd 
practices of the lnsll turi. n which mny unfustlllahly 
lricrea1e tho grnn1/con1tnc1 colts. 

4. Otflnhlon of Alloct1blllty 

A cost ls 1llocoble II It Is anlunnble or chargeable 
to 1 partlailtr c,ost ubfectlve, such ts e g1Ant/cor11rac1, 
JllO~c t, producr, sef'/k:a, proca11, or othor m1Jor llC· 

tlvlty, In ecco11J1nce with Iha rnlnrlva banollts recclvnd 
Of 01h11 ociuhnble r1l1tlonshlr1. Subf11ct 10 tho foregoing, 
a COi i l,1 ~llOCllblo lo a Govftrnmanl grenl/Controct II Ir: 

(11 h Incurred spoclllcally lnr Iha 9r1nt/cont11ct; 

(bl Benefits lorh rho gnnt/contracl and other 
work 1nrl can bo rll1trlb11tod to them In reuonabla 
PfOportlon to 1he he11Gfll1 received; ur 
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(cl 11 necessary to the overall op11ratlon of the 
lnrtltutlon, although a direct rel1tlonshl1> to any pnr· 
tlcular cost obJeclr1e e11nnot be shown. 

Where an 01pnlu1t~ utlllzes the Stend11ds of 
Accounrlng and FlnlllClal Reporting for Voluntary 
Health and Welf•re OfQ11nlzallons for comparable gen· 
erelly accepted accountln; uanderds pecu ll1r to Its 
panfcu lar organlu tion1I structure or aC1lvity) to allocate 
costs to non-HEW supported activities It must also use 
such standuds to allocate costs to HEW grants/ 
contracts. 

6. Appliuble Creditt 

The term applicable credits refers to those receipt 
Of negative e11pendlture types of tran!:Kllons which 
operete to offset or reduce e11pense Items thll "' 
alloe11ble to IP'•nls Of' contrects M dir•tct Of' Indirect 
costs. Typlal 9111mples of such tranuctlons •e: pur· 
chase discounts. rtb•tu or 1llowances; rel!O'larles or 
Indemnities on losses: snlas of screp or lncklant•I 
services; ind adjunmenu of overpayments or erroneous 
charges. The appUcable portion of any Income, rebtte, 
1llowance, 11rtd other crodlt reletlng to any 1llowable 
cost, received by or uccrulng to the gr1ntce/contr1ctor 
shill be credited lo the Government tither H 1 cost 
reduction or !Jy cash rotund, 011pprol>f'late. 

C. DIRECT COSTS 

1. A direct cost h any coll which can bo ldenlllled 
1peclllcnlly with 1 pertlcul11 cost obfecllve. Direct coils 
11e not limited to hems which are Incorporated In rh~ 
end p1oduct " materiel or labor. Com ldentlllnd 
1peclllc1lly with the grant/contract "' direct costs of 
tho grant/contrKt and ITllV be charir:! directly thereto. 
Costs Identified speclllcally with orh11 work of the 
Institution nre direct co111 of that work and 110 not to 
be charged to th• gr1nl/contract either diroclly or 
lndlroctly. Items cl1111 ged 11 direct cost to Government 
supported proJects must be chtrgod In a uniform m1nner 
to 1111 other work of the ln11l1u1lon In order to preclude 
an overcharge to the Governmtnt H a result ol the 
Oovarnment's participation In tho Indirect coll pool. 
Conversely, whefe th11 lnuhutlon·s 01t1bll1hod bCcount· 
Ing system provides for tho lroatmont of cortaln Items or 
cost " direct co11s of tho ln11ltutlon, then tho ume 
lroms mull he conslrtored dhoct crnts to Government· 
1upportod projects nnd may not be Included In tho 
Indirect coil pool, 

2. Cerialn types of cost, or costs assoclared whh 
mrt1ln ncrlvltlH are not relmburlllhle " a charge to a 
DllEW gr11nt/cont11c1. These untllowable co111 Of ac· 
tlvltl01 11• ldenlllled In Section G. Even lhough • 

partlculu activity or cost Is deslgnnted es unallownble 
for purposos ol computing costs charged to Government 
work, It nonetheleu must be treated as 1 direct cmt or 
ectlvlty if 1 ponlon of the Institution's Indirect cost (as 
dellnad In Section D) Is properly 1llocable to ll The 
IKllOUnt of Indirect cost allrcalcd must be In accordance 
with the principles set forb, In Section 0·2. In general, 
an un•llowable instltutlon1I activity shall be treated as a 
direct function when it (1) lncludos ~larlcs of personnel, 
(2) occupies spaco, and (3) ls serviced by an Indirect cost 
grou11'ngisl. Thus the costs moclatod with the followlng 
types of ectlvitles when nOfmal or neceuary lo an 
Institution's primary mfosion ~hall be treated as direct 
costs: 

fa) Maintenance ol membership rolls, RJbscriptlons. 
publlc11lons and related functions. 

(b) Providing services and Information to members. 
laglslotlvo or admlnlstr1tlve bodies or the public. 

fc) Promotion, lobbying end other f:>rms of public 
relations. 

(d) Meerlngs and conrorenc.is uxcept lhosa held to 
conduct the general administra tion of tho lnstlrurlon. 

(e) Fu'ld raising. 

(I) Melnlenonco. proloctlon and Investment or spo­
clnl funds not US<ld In operation of rnstltutlons. 

(g) Admlnlltretion ol group bunallls on behalf of 
members °' clients Including Illa tnd hosplral Insurance, 
.nnulty Of' retirement pleru, flr1nncl1l 1fd, etc. 

(h) Other xrlvhles performed prlmarlly ai a servlco 
to a mernbers!1lp, clients, or rho publlc. 

3. Thh clnllnltlon 1hnll be applled to all Items of cost 
or slonllicnnt amount union tho Institution demunstrntos 
lhat tho epplicntlon ol ally dlfleront current pr11Ctlco 
nchlovas subllantlally Iha ume results. Direct cost Items 
of minor •mount may ba dlstrlbulcd us Indirect cosrs ns 
pruvldod In Section 0. 

0 . INOll ECT COSTS 

1. An lndltoct coll Is ono which, bncnuse of Its 
lncuttnnco lor common or folrtl ohJcctlvos, h not readily 
whJoct tu treatment as a direct cost. Mlrtor direct cost 
Items m&y be comlderod to ha 111tllrnc1 costs lor reasons 
of practlcallty. Allor dlrocl co111 hovu been determined 
and char(JCld directly tu rho grant/t:ontrnct or other work 
ns np1iroprlate, lndirec1 co1ts aro tho•.c remaining to bo 
allocntcd lo the sovrrol clmu ol work. The overoll 
ohfectlve ol tho 1llocatlon PfOCCH I~ 10 dlstr lbura tl1a 
lr11lhoat costs of tho ln111tutlon 10 Its vnrious mnJor 
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Activities °' cost ob)ectives In reason1ble proportions 
with the benefits provided to tliose activities or gml 
obfectlve. Because 1Jf tho diverse natures and purposes of 
organlzeticns falling within the definition of a non·proflt 
organization, II ls Impractical to specllically ldentlf)· 
those functions which constitu te maJor 1ctivitles for 
purposes of identifying ind distributing Indirect costs. 
Such Identification will be dependent upon an lnstltu· 
tlon's purpo~in·being. the services it tenden to the 
publlc, Its clients and/or members, the amc1unt of affort 
devoted to fund relslng activities, public relations. and 
membo!rship activities, etc. !See Section C-2). 

2. Indirect costs shill be accumulated by logic.ti cost 
groupings with duo conslderetlon of the reasons for 
Incurr ing the costs. Each grouping should be determined 
so as to permit distribution of the grouping on the b~~ls 
of the benelltJ accruing to the ll!Ver.11 cost otijectivet. 
Su1>1'ouplng may be required where th~re is no single 
~!table distribution base for all ~~.e elements of cost 
comptlslng 3 group. Actunl cor1dition1 must be teken 
Into •ccount in selecting th<: method or b~so to be used 
In distributing the exi;,mos nssemblcd under each of the 
lnc:llvlcllel cost !r.C:.Uplnfl' established to appllcoble cO't 
objectives. Where t dl111lbutlon e11n be mode by assign· 
mont of a cost grouping directly to the area bonalltl!d, 
thJ dillribution should be made Jn that manner. Where 
the expenses under a co~I grouping aro more general In 
nature, Iha distribution to the cost objectives should be 
made through uso of a ~oloclod base which wlll produce 
results which are 011ultabla lo both tho OC1vernment and 
tlH! Institution. In gonorol. any cost element or cost· 
related loctor anotioted with tho Institution's work Is 
potontlolly odaptlblo ror u10 11 a distribution base 
provided I I) It can readily be uprinsnd In terms ol 
dollars or olhcr qunntltarlvo measure (10111 direct 
eKpondllures. diroct salnrJes, man·hours applied. squtra 
feet u11llzcd, hours of u~go. number of documents 
Pf'OCossod, population served, ond tho llke): aml 121 It Is 
common to tho cost ob)octlvos during the bn10 porlod. 
The ossontlal consldornllon In solecrlon or tho dlstrlbu· 
tlon bllle in uch lnstnnco 11 th1t It be the one bD1l 1uhod 
for •11lg11l11g tho pool of QOsts to the cost obloctlves In 
accord wirh the rolativo benefits derived; the tr1cc1ble 
cou1e and affect rela1lon1hlp; or log!c and reason, where 
nolther banoflt nor couso and affect rclotlonshlp 11 
determlnablo. 

3. Tho number nnd cornposilion of the gtOUf>lngs 
should be governed hv Jllecticnl consld11101lons Rnd 
shoold IHI such os nut to cumpllcnte unllulv tho 
nllocotlon where substnntlnlly tho snmo results are 
11(.iilevod 1h1ou1Jh loss precise mot hods. 

4. A boso period for dlstrlbullon of Indirect costs ls 
Iha period during which such costs ire Incurred i nd 
eccumi1la1ad for distribution to work performed within 
lhal porlod. The hn10 period nnr"Tlnlly should coincide 



wflh the Jl~I year enabllshed !;y the lmtllutlon, but In 
lllY event lhe bl11 perl<H! s!'.ould be so Hle:ted 31 to 

. evold lntQUlliH In the tii:trlbution of com. 

E. DETER~itlATION ANO APPLICATION OF 
INO:HeCT COST R~TE OR RATES 

1. lndiftct Cort pooh 

Iii Subject to lbl below, lndirr,., cons allocable 
to 111 l1111hu tlon's d:rect functions should be treated 111 
common pool, and the com In such common pool 
should then be distributed to the lndlvldu1I projects 
benefiting therefrom by use of a slngle rate. 

lbl In some lmtancts 1 slngle 111e for use across 
the bo•d on all activities et en Institution may not be 
1pprop1l11t, since It would not lake Into 11ecount those 
dlllennt ll!Yironmental factors which m•v 1llect sub­
st1ntl1lly the Indirect costs appllc1ble to 1 ptrtlcular 
segment of work at the lnnllutlon. For this po1po11, 1 

p11tlcul11 wgment of work may be that performed 
und11 • single want/contract or It m•y cooslst of work 
undcr 1 Ql"OU p of grants/con1r1ets performed In 1 

common environment. The envlronmenlal l1eton ire 
not llmlted lo the physic1I loca tion of tho work. Other 
lmpoflant factors are the level of tho administrative 
support re~lret.I, the nature of the fecllltlos or other 
resourcin employed, the scientific dlsclpllnes or tech· 
nlcal tlcllls lnvotveif, lhe Ofllltllntlonnl arru\ocmenls 
used, or eny combination thereof. Where a p;!rtlcular 
ll!Qmenl of work 1' petformed within en enYhonment 
llfhlcli appe:in to genernte 1 slgnlllc111tly different level 
of Indirect cosu, provision should be mede for 1 separate 
Indirect cost pool 1ppllceble to 111ch work. The sep111te 
Indirect cost pool should be developed durlnt tht coune 
of the regular dlstrlbullon process, end tlMr seperale 
Indirect cost 1111 resulting 1h11efrom sliould bo utlllud 
provided ii Is determined that I 11 such Indirect cost Ille 
differs slgnlllcnntly from thot which would h1111e bean 
obtained under (al 1bove, ond 121 Iha volume of work to 
w 1lch wch rall would apply Is melorlal In rcletlon to 
olhl!f activity •I the Institution. 

2. Th• distribution bate. lndlrnct co111 should ho 
distributed to Heh appllcnbln p1oject on the bash of 
direct u lar les •nd wages, 10101 direct costs or other bnsls 
llftllch mulu In an equltehle distribution. For this 
purpo11t, an Indirect cost rete should be determined for 
e•ch of the top&11to lr1dlrect cost pooh dovolorl«l 
1J1Jrsu1n1 lo Section E.1. The rate In 011eh c11e should be 
stated 11 the percentege which tho amount of tho 
r•llcul•r Indirect cost pool ls ot tht buu soltcted. 

F. APPLICATION OF PRINCIPLES ANO 
PflOCEOURES 

1. Costs '91111 he 1llowod to tho eKlonl th1t th1y are 
reMOnllil• (see B.31 1llor.1ble lst'I 0,41 • nd deto1 mined 
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to be lllowable In view or the otlier ftctOfs set forth In 
paragraph B.2. and Section G. These criteria apply to tO 
of the tolected Items of cost which follow not· 
wlth1t1ndlng that par ticular guidance Is p1ovldcd In 
connection with ceneln specific Items for 1mphesl1 or 
clulty. 

2. Costs of all 1Ubcontracts under 1 grant or cost· 
relmbunement type contrtct are subJect to those Fed· 
erel cost regui.tlons Rid policies epproprlate to the 
subcontract Involved. Thus, II tl>e subcontract Is for 
supplies OI str1lces with 1 non·proflt lnnltutlon other 
than 1n educa tlon1I Institution, hospital , OI S111e and 
local Governmental unit thh document would epply; II 
the subcootr..:t Is for supplles or services with 1 

commerclnl orgenlution, Federal Procurement Regul• 
tlon Part 1.16.2 would apply; If the subcontract Is with 
llf'I educatlonal lnstltu tlon, Bureau of the Budget Clrcul11 
A·21 !Federal Procurement Regulation Part 1. 16.3) 
would 1pply; If the subcontract is with 1 hospital, the 
Department of Health, Education, end Welfare's Cost 
Prlncipl..;1 for Hospl u ls would apply; etc. 

3. Selected Items of cost nre lreatecJ In Section G. 
However, SKtlon G do11s no1 cover every element of 
cost ind w ery situation that rnlght 11 lse In 1 partlcular 
case. Fallu11! to treat any Item of cost In Section G 11 not 
Intended to Imply that It II either 1llow1ble or unalloW· 
able. With respect to ell Item!;, wtiether or not speclr· 
lcally covorltd, determlnotion or 1llow1bllhy shall be 
band on the principles and 111nderd1 set forth In this 
clocumont and, whero approrwl•te, the treatment of 
similar or ieleted seltc1ed Items. 

G. GENERAL STANDARDS FOR SELECTED 
ITEMS OF COST 

Sections G· I lhrougli G·48 provldt uand11ds to be 
1pplled In estobll1hlng tile allowablllty or certain Items 
lrwolvtd In determining co1h. These 1t1nd11ds should 
epply lmspectlve of whotlior 1 particular Item of ccx t ls 
proporly treated as dime I cost or Indirect cost. F1llure to 
mention 1 p11tlcular Item of cost In the stand•d1 11 1101 
Intended lo Imply that Is Is either allowable or unallow· 
able; rather detlfmlnatlon n1 to allowablllty In 011th ceso 
should be b11ed on tho treatrntnl or sllndtrds p1ovlded 
for similar or related Items or cost. In case of 1 
discrepancy between the prO'llslons of 1 'flOClflc grnnl/ 
contrect and the 1pplluble sl1nd11ds· provided, thn 
1>1ovl1lons of the grant/contract sh• ll 91:1Ye1n. Under any 
given gr1nt/contr11ct th• reasonableness and allocahlllty 
ol certnln itoms of co111 may ho dllllcull to determine. 
This 11 pertlculnrlv true In connection with non·prollt 
Institutions which ••• so diverse In nnture nnd not 
sulJjoc t lo effective compotlth1e 1est11ln11. In ordor 10 
wold posslhlo s11b1e111uon1 dlsallow1nco or dh1111te bnscrl 
on unreesonahlenoss or nonnllocabllhy, It Is Important 
that institutions entering In to orenu or contr1c11 with 
the Govetnmr 11 seel< 1111rce111ent In edv•nco of the 

lncurrence of special or unusual cos11 In ctlegorlfl where 
reasonablenr.s or aUocablllr: are difficult to determine. 
Such ectlon may abo be Initiated by the Government. 
Examples or costs on which ~•nee agreements m1v be 
pertlcutarly Important are: 

1. Compematlon for personal seNlces; 
2. Consult.ant f"s; 
3. Oeferr11d m1lntenance costs; 
~ - Exceu feclllty cosu; 
6. · M1tlfllls, Rtvlcu and supplies sold betwren 

orp nlzetlons or divisions under common con­
trol; 

8. Pre-1w1rd cosu; 
7. Publlcetlon and publlc lnform1t lon costs; 
B. Roy1llles; 
9. Trelnlng and educatlonal costs: 

10. T1avel costs, M related to sper.lel or mess 
personnel movement, and to the dus of 1lr· 
tr1vel accommodations Jllowable: 

f 1. Use charge for fully deprtcleted assets; 
12. Depreciation or use charge on assets donated to 

the Institution by third parties. 

1. Actvertllln1 cOlt• 

(al Adv11tlslng costs moan the costs of lldvertls· 
lr1g media ind corollary edmlnlstnitlve costs. Advertising 
n•dle Include magaz ine, newspapen, rad io and toie­
vl1fon programs, direct mall, trade papen, outdoor 
advtrthlng. dealer cards ond window dhpl1y1, conven· 
tlons. exhibits, lrre goods and semples, end tht like. 

(bl Tht ool)' ~ertlslng costs 1llow1ble ere those 
which lfe solely ror I ti Iha recruitment of personnel 
ruqlllred for the perlormence by the lostltutlon of 
obllgetlons 11hlng un'1tr the gr1nt/contrect, when con. 
sidered In conlunctlun with 111 other 111Cn1ltment costs, 
u set IOf th In G.38; (21 the procurement of scarce Items 
for the perform1nce or Iha grant/cootract or 131 the 
dl1po11I of 1e11p or surplus mat11leh acquired lo the 
r111formance of the proJect . Costs of this nature, 11 
hl!:urred for m01'1 thnn OM Government 1w11d or for 
both Government work end other work ol the lnstllU· 
lion, 11re alloweble to the eJC tent that the principles In 
raregr:aph 0·3, 0·4, and Section D 111 observed. 

2. Bid Debts 

O•d debts, Including losses (whether 111:tu1I or 
u tlm11ted) erlslng from uncollectlhln cu1toma111 •c· 
counts and other claims, rela ted ·costs, encl rolntad le911I 
costs, 111e un•llowoble. 

3. Bidding OI' Propo ... Costs 

Bidding or p1oposed costs ere the lmmodl1t1 cDsts 
of prep11lng bids or proposals on polentlel Government 
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ind non·Gov11nment contrtcU or proJects or appllce· 
110111 for llnencl1I 11slst1nce under Fftleral grant and 
contract programs, Including development o f scientific. 
engineering end cost data necenary to support th• 
Institution's bids, proposels or applications. Bidding 
cosu of the current eccountlng period 111 allowable as 
p11t of the Indirect cost pool. Costs of past occountlng . 
petlods 111 unallow1ble. Bidding costs do not Include 
any of those costs desalbt!d In Section G·16 and G-30. 

4. Bondlnt Cotta 

(al Bonding costs arise when the Govttnment 
requires usunnc:e ag.llnst llnanclal lou to Itself OI 

oth11s by ro;son of the ec:t or default of the gr1ntM/ 
contrector. They arise also In Instances when the 
grantee/contractor re~lras slmllar assurance. Included 
are such bonds 11 bid, performance, payrMnl, edvanco 
payment, Infringement, and lldellty bonds. 

(bl Costs or bonding required pursuant to the 
terms of the Cl"•nl/coniract 110 allowable, 

(c) Costs of bonding required by the wantee/ 
cont11ctor lo tho general conduct of Its opeiatlons lfe 
allow1ble to the extent that such bonding Is In accord· 
1nce w1tl1 ·.ound buslnen practice ind the ntes ind 
premiums 111 re11onable under the clrcum1t1ncos. 

6. Civil OtftnM Costs 

hi Civil defense costs 11e those lnccrrftl In 
planning for, and the protection of lire Ind property 
1plnst, the possible effects ol enemy altQclc, Reasonable 
c:otll of clvll dtlanst measures llncludlng cons In excess 
of n<>fmt l pl1nt protection costs, llrst·eld training and 
supplles. fire figh ting trelnlng and equipment, posting of 
.idltlonal uh notices and direct ions, end other ep­
ptOYed cMI dtltn11 measures) undert aken on tho ln1tltu· 
tlon's premises JIUrsUent to suggestions or requlremen11 
of clvll dt le n1e authorltlrs are allowable wh1n allocated 
lo all work of the Institution. 

lbl Costs of capital assets under hi ebove 111 

1llowtbla throU l#l depreciation 01' uso cherges In acconl· 
anct wi th G· IO. 

(cl Contributions to local civil defense funds and 
projects ire un1llow1! lo. 

8. Compeo111tlnn lor Pet"10n1I ~Ices 

(•) Dal/11/1fon. Componsnllnn for personel mv· 
Ices inclucfos nll remunorntlon palcJ currently or 1ccrued 
In wf1ntovor lo1m and whether paid lmmedl1tely or 
doferrod for iorvlcos rendered hy employtt\~ of the 
Institu tion during the period of gr1nt/contract per· 
IOfm1nco. It Includes, but Is not limited to, salary, 



wages, dlrecto;s' and e•ecutlve commlttH members' 
fee1, bonuset, Incentive aw11ds, employee Insurance, 

' ' fringe benefits, and contributions to pension, annuity, 
.:'1d menaQ111Tient employee Incentive compensation 
pla.">S. 

(t·I Alfowebl/lty. Except as otherwise specifically 
PfOvlded 1.~ this sub5ection, the cons of compenHtlon 
for pertonal cervices are to be treeted as allowable to the 
extent that : 

111 Compensation ls paid In eccordence with 
policy, prognms, and prooedures that effectively relate 
indlvl6.t1I compensation to the lndtvldu1l'1 contribution 
to thil perform1nce of 9'"11nt or contrect work, result In 
lnt1rn1lly consistent treetment of employees In llke 
sltuallons, and effectively relate compensation paid 
within tho organization to that p1id for similar services 
outside the orgenlzatlon; 

(21 Total compensation of lndlvldu11 em· 
ployees h reasonable for the services rendered; end 

( 3) Costs 11e not In excess of those cosu 
which •e ellow1ble by tho Internal Revenue Code and 
regul11lons theruunder. 

(cl Rusonabltnm 

I 11 When the Institution Is pftdomlnontly 
engaged In activities othM th~n those sponsored by the 
Federel Govetnment, compensation for employees on 
Federaliy·sponsored work wlll be considered reasonable 
to the extent that It Is consistent with that p111d for 
1lmll1r work In the Institution's other actMtlr.t; 

("1 When the Institution Is prodomlnantly 
engaged In t'l!dorally·spon1ored ectlvltlet, and In coses 
where the kind of employees required for tho Federally· 
1ponsored ectlvltles are not found In the Institution's 
other actlvttlos, compensation for employees on 
Federally·sponsored work wlll be considered reosonnble 
to the extent that It Is comparable to thll paid for 
llmlllf VJOfk In the labor m11kets In which the lnstltu· 
tlon competes for the kind of employees Involved. 

(dl R1N/11w and Apprew•I of Comptmsat/011 of 
lndMdu•I EmployHS. In determining tho roasonablenon 
of compensation, the compensetlon of oech lndlvldunt 
employH normal ly need not be subfecl to 'l!Ylew and 
lppfOVal. Reviews l!nd approv1ls of Individuals noed ho 
medf only In those Gases In which o goneral review 
rtvuls 1mOUnlS or types of compensation which appear 
unree1on1bla or otherwtso out of tine. 

(e) Sptte/1/ Consld.ratlon1 /11 Determining Al· 
/owebl/lty. Certain conditions req\llre s~ctat comldo1n· 
llon ind pontble llmttatlon as to nllownblllty fo1 grant 

and contract cost purposes where amounts ~ppear 
excessive. Among such conditions are the foltowlng: 

I 1) t Jmpensatlon to share holders, membets • 
trustees, directors, 1Ssoclates, officers or members of the 
Immediate families thereof, or · to persons who ere 
contractu1tty committed to acquire a subst1n1tat linen· 
cfal Interest In the enterprise. Determination should be 
made that such compensetlon Is reasonable for the 
1ctual person1I services rendered rather than a dlstrlbu· 
tlon of eamlnO' In excess of c1>1ts. 

(2) Any change In an Institution's cornpensa· 
tlon policy resulting In 1 substantial Increase In the 
lrutitutlon's level of com1J1111S1tlon, partlcularty when It 
was concurrent with an Increase In the ratio of GO\lern­
ment awards to 01her business, or any change In the 
treatment of 1llowabltlly of specific typet of compens> 
tlon due to changes In Government policy. 

131 The Institution's octlvltlas are such that 
Its compensation levels ere not subfect to the restraints 
normally oct\mlng In tho conduct of competitive 
business. 

(fl No1whhst1ndlng any other prnvlsfons of this 
subsection, costs of compennllon are not allowable lo 
the e11ten1 that they result from provisions of labor· 
manegemont agreements that, as 1pptled to work In the 
performance of Government grants or contracts are 
determined to be unreasonabl11 elthor because they aro 
unwerrented by the chorncter ond circumstances of the 
work or because they ere dtscrlrnlnato1-y against the 
Government. The IJ)plicatlon of the provisions of a 
t1bor·mantgement agreement designed to apply to 1 
given set of clrrumsiances and conditions ol employ· 
rnent (for eomple, work lrwotvlng ektremety haurdous 
activities or work not requiring rerurrenl uso of over· 
time) Is unwarr1nted who!l opplled to ft Government 
grant or cont11ct lnvotvtng slgnlflc1n1ly dtlloren t clrcum­
st1nces ind conditions of employment, (for eX1mple, 
work Involving toss hazerdous activities or work con· 
tlnuelly requiring use of overtime). It ts discriminatory 
19"lnst tho Government If It rewlts In Individual 
porsonnol compensation (In whatever form or name) In 
e11ce11 of that being paid for slmllu non·Government 
work under coinperebte clrcurmtences. Oholtowance of 
cost1 wilt not be made under this subparagraph unless: 

Ill The Institution hns boon prinnlttod an 
opportunity to fusttly the costs; and 

( 2) Oue co111tdoratlon has buon given to 
whethlf there 111e unuiuel conditions portnlnlng to the 
Governmant work which Impose bordens, hardships, or 
haurds on the Institution's employees, for whlc'· com· 
pen~1tlon that might othorwhe nppear unre11son1bla Is 
required to attract and hold necessary po11011nel. 

lol 111 In addition to the general requirements 
11t forth In (a) throoiti (I) of this subsection, certain 
forms of compensation are subfect to further require· 
ments as specified In (2) through (9) below. 

(2) Salaries and wages 

Salaries end wages for current wrvlces 
lrictude gross compematlon paid to emptoyl?ft In the 
form of cash, products, or services, and are allowable. 
However, we G.25 ., it nlates to compensation for 
overtime. 

(3) Incentive Compenutlon 

I ncentlve compensation to employees 
based on cost reduction, or efficient ptrformance, 
suggestion rN11ds, 11fety awards, etc. are allowable to 
the e11tent that the overall compensation Is determined 
to be reasonable and wch costs are paid or eccrued 
purso1nt to an agrffment entered Into In good felth 
between the Institution and the em11toyees beforo the 
services were rendered, or puuuant to an established 
plan folloMC! by the Institution so consistently as to 
Imply, In effect, Nl egrument to make such payment. 
Awards, and tncentivt1 compensation when deferred are 
atlow1ble to the e•tant provided In ( 4) below. 

(41 Deferred Compensation 

(1) As used herein, deferred compensa· 
tlon Includes all remuneration, In whatever form, for 
which the employee Is not paid until after the lapse of a 
stated period of y11rs or the O«\Jrrence of othlf events 
ftS provided In the ptons; except that It does not Include 
normal end or eccountlng period ac.cru1ls for r~lar 
ularles and wages. It tnclum1 II) contrlbutlon1 to 
pension and 1nnully plans, (II) cootrlbutlons to dtubll· 
It\•, wlthdrawol, Insurance, 11.1rvlvorshtp, ind stmtter 
benefit plans, end (Ill) other deferred compensation. 

(bl Ooforred compensation Is ollowobto 
to the extent that (I) CKCCpt for past sarvlce pension and 
retirement costs, It Is for services rand.ired during the 
11ant/contrect period; (ti) It Is, tognther wlih alt other 
compensation paid to the employee, t11sonahlo In 
emoont; 1111) It Is paid pursunnt to an epreernent entered 
Into lo good filth between thn Institution and Its 
employees before the services nrc remlerod, or pununnt 
to an est•bllshed plan folloWl!d hy the Institution so 
C0'\1l1tently 11 to Imply, In effect, an D(Jfoement to moko 
such payments; (Iv) the benefits of the plan are v111tcd In 
thu emptoyr.es or their doslgnalod beneficiaries at>d no 
part of the defe11ftd compensn1lon reverts to the 
employer Institution; (vi In the case of pall service 
pension costs, It ts amorthed over a poi lort of ten yno1s 
or more; and (vi) for n plan which ts subfoct to 'Pllrovat 
hy the l11tem1t rtevonue Service, It fnlh within the 
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criteria and standards of the Internal Revenue Code end 
the regulations of the Internal Revenue Service. 

(c) In tletermlnlng the cost of deferred 
compensation allowable under the grant or cont11ct, 
approprlotc adjustments shell be made for credits or 
g1tns, Including those arising out of both normal and 
abnormal employee tumO¥ei, or eny other contingencies 
that can mull In • forfeiture by employees of such 
deferred compensation. Adjustments shill be mlde only 
for forfeitures which directly or Indirectly Inure to tht 
benefit of the Institution; forfeitures which Inure to tht 
benefits of other employees covered by 1 deltrred 
compensation pl1n with no reduction In the Institution's 
costs will not normally give rlse to an adjustment In 
"ant/oontract costs. Adjustments for normal employee 
turnover shill be based on the inst itution's experience 
•1d on foreseeable prospeats, and shill be reflected In 
the amount of cost currently allowable. Such edfust· 
ments will be unnecessary to the extent that tho 
lnstflutlon can demonstrate th1t Its contributions take 
Into account normal forfeitures. Adfustments for possl· 
bte future abnormal forfeitures shnll be effected eccord­
lno to the fotlowlng rules: 

Ill Abnormal forfoltums that are 
foieseubte ind which c1n be cuirently evaluated with 
reason1bte accur1cy, by actuarial or other sound com· 
fllltatlon shill be reflected by an edfustment of current 
costs otherwise 11ltowabte; and 

(ti) Abr1ormal forfeitures, not within 
I I) above, m~y be made tho iubfoct of ag1oement 
between the Governmont and tho Institution either as to 
an equitable 1dfustmc11t or 1 method of determining 
such adjustment. 

(d) In dntcrmtnlno whether deferred 
compensation Is for services rendered during the 191ee· 
ITlflnt period or ts for future services, consideration 1h1ll 
be given to conditions Imposed upon eventual payment, 
such as requirements of continued employment, consul· 
tat Ion altar retirement, and r.oven1nts not to compete. 

(6) Fringe Benefits 

Fringe benefits ere allowances ind sorv· 
kes p1ovldcd hy lho lnttltullon to Its tmployees 11 

com11enutlon In 1ddltlon 10 rogular wages ind 11t11lcs. 
Costs of fringe betiellts, such es P•Y for v1eatlons, 
holidays, sick leave, mllttnry le•vo, omptoyee lnsuunce, 
111d SUPfllement1I unumploymenl henollt pl1ns 11a al· 
towat~o to the e)(tant roqulrctl by low, employo1·orn· 
1lloye& 1grecment, ot an established policy of tho 
Institution. 



(6) SeY111nct pay. See G.40. 

(71 Training nml •1luc31lnn expr.t11os. See 
G.4'1. 

(8) Localion allowJ11rc"\. 

(a) " Location 1llow1nm", sc metimes 
called "1upptermntel pey" °' " lncentlv, p1y", 1re 
compensation In lldclitlon to nOfm.C wege1 or s.larles 
~ a11 paid by lnttltutlons to esped1lly compensate or 
lnduc9 employees to undert1ke or continue work •t 
l0cttlons wtilch m•y be lsoleted or In .,, unfwor1ble 
environment. L0cttlon .Clow1ncn Include eictr• wage or 
11l1ry peym1nt1 In the form of 1t1tlon lllow1nce1, 
••tended per dlom, or mlluge peymentl for d• ll\I 
commuting; they 1lso Include wch befleflll ., ln1tltu· 
tlon.fumished housing. P1ym1nt or loc1tlon 1llow1nces ' 
1111111 ~ allowed 11 costs under gr1nt1 end cost·relm· 
buntment type conlncts, or recognlred In pricing 
nxed-prlce type contracts, ouly with prior approve! In 
writ! ·.' from the awarding egency end only where ind so 
long u the lsoletlon or unr1vouble environment of the 
1lte mtk«n such payments ncceimy to the ftCCompllsh· 
ment of tho work without unea:eplahle tlolays. Whether 
the slto Is 'o Isolated, or Its environment Is 10 unfevor· 
abl1, M to require location 1llow1nce1 Is to be tJ01or· 
inlned In the light of (a) Its loc1tlon and cllm1to; (b) the 
... 1ll1billty ~ adequacy or hou1l"11 within renonoble 
commuting distance; i nd (cl the av1ll1blllty and llde· 
~icy of education, recreational. medical, and hospl11I 
rtcllllln . The ••tint to which a1mpen11tlon lncludet 
loc11lon 1t10111ene11 Is to be determined by comparing It 
with (t) the lmtltutlon's norm1I compen"tlon policy, 
Including pey sc1ln 1t lb prlnclp1I optrttlng locations; 
(bl pey sc.les of other org4111furlnns tnd concerns 
oper• tlng 11 or neer the 1111; ind (c) c:ompenntlon p•ld 
by other concerns l'lithln the "me field for 1lmllu 
t1rvlc:es elaewhert. 

(bl Locetlon1 for which loutlnn .Clow· 
ancn • t pi1ld shall be reviewed 11 least one• • year to 
determine whether 1uch 1llow1nce1 1houlrl continue ro 
be • llowed. 

IO) Su1mo11 of S1l•rlo1 nnd Weou 

fa) Direct ch• rge1 lor JlfOfo11lonal1 must 
be supported by ollhnr: 

Ill 1n 1dequ110 •111>0lntment incl 
workl01d dl1trlbutlon 1y111m, accompanied by monthly 
rtvltwt performed hy re1pon1lble olllr.lal1 111d • report· 
Ing of 1ny slgolflcont change In workload dlstr11"'11on of 
11ch profe11lon1I (l.n .. an u ceptlnn roriortlng 1y11om) or 

1111 1 monthly afl"Mhe·fact cer11flc•· 
tlon 1y1t1m which will require penom In 1uriorvl1ory 

posltiom having l111th1nd knowledge of the '""Ices 
performed to report the dl1trlbutlon of effort (I.e., • 
positive reporting 1ystem). Such reporll mu1t tee:QUnt 
ror the tot11/ salaried effort of the person• a>vertd. 
Consequently, a system which provides for tho reporting 
o:ily of effort applltable to fed«1lly·1ponsored activities 
Is not acC1!ptable. 

(bl Direct charge• for 1ll1rlet and wegn 
of non-prolesdonals wlll be supported by time ind 
ettendtnce and payroll dlttrlbutlon record•. 

(cl Alloweble Indirect personll ttrvlces 
costs will be supported by the Insti tution'• 1CCountl1111 
syuem nwlnt.lned In eccordt l'ICI with gentrtlly IC· 

cepted lnnltutlontl prectlces. Where 1 comi>rth-lvt 
1ecountlng sy1t1m does not exist, the Institution 1hould 
mtke periodic JUrvey1 no less frequently than 1nnu1tly 
to lUpport the Indirect personel aervlces colll for 
Inclusion ln the overheed pool. Such supporting docu· 
mentttlon must bt retelned for subtfl!Uent review by 
Government repr1ien11tlve1. 

7. Clpltlll Ellptndlturet. The cosu or equipment 
buildings, and 11p1l11 which mtterlelly lncreese the v1lu1 
or useful lift of bulldlnos or eqolpment, are unalloweble 
except 11 provided for In the grant/contract, 

8. Contlngmncltt 

(•I A contlnoency 11 • possible future event or 
condition arl1lng lrom presently known or unlcnown 
autet, the outcome of which 11 Indeterminable •t the 
Pfet1nt t ime. 

lb) In hlstorlcel costing. contlnoenc l11 111 not 
rrormlllY present slnco such costing duls wllh com 
which hevt been Incurred end recorded on the lnstltu· 
tlon'• bookL Accordingly, contlngenclc1 are Q11nornlly 
11naltowllbfe for hlrtorlcal costing purpo1n, llowover, In 
1om1 c1.,e1, as ror oumrAe, termln1tlons, a contln119ncy 
factor m1y be recognlled which 11 1ppllceblo to • fmt 
porlod to give recognition lo minor uniottlod f1 cton In 
1h1 lntereit of expeditious 11ttlem1ot. 

(c) In connocrlon with estimates of future cosh. 
1tontlngonclo1 fill Into two e11egor le1: 

( t) Thote which m1y 11l1t frorn prosently 
ltnown nnd existing condl1lon1, the 1llec11 of which ire 
rornsenable within roa,onahle limits of 1ecur1ty; o.o .. 
rronslon funlh, sick lnavo and vncnllon aocrutl1, etc. lo 
such situations whnro they e11lst, contlngenr.111 o f this 
1:ateoory wrn to he Included In thn tstlmatei ol future 
L'Oll so " to P'Ovlde tho best esllm•t• of per rorm•nc• 
l:OSll; I nd 

(7) Thott which rMY trhu from prasnntly 
known DI unknown contlltlom. the ollecl ol which 

annot be musured so precisely es to provide equlttble 
result1 to the lns1itutlon and to the Government; e.g., 
results of pending litigation, and other genertl blulnen 
risks. Contingencies of this category are to be excluded 
from cost esti!Tliltes under the several Items or cost. but 
should be di.sclowd 1e~ra tely, Including the balls upon 
which the contingency is computed in order to facilitate 
the negotiation or approprilte contrectu1I coverage htt, 
for enmple, G·17, G·2t , and G-40). 

9. Oontrlbu lions and Doniitlom 

(1) Contributions and don11lons by the orontee/ 
a>ntrtctor ere un1llowable. 

(bl The value of dona1ed mvlces or goods 
provided by Individual volunteers or members of volun­
teer organizations 11 not 111 ollow1ble cost; how11Yor, thn 
fllr merket velue of donoted services or goods utlllzed In 
the porlormance of 1 direct cost aC11vlty 11 defined In 
C.1 and C.2 shall be comldored In the determination of 
tho Indirect co1t rato(s) antJ, accordingly, shell be 
allocated a proll<!rllon~te share of Indirect cost. 

10. DeprllClritlon and Ute Allow•nctt 

(t) Institutions may be compensated for lhe u11 
of bulldlngs, caplt1l lmprovernen11 ind u1tble equipment 
on hand through depreciation or use t llowanoos. Do· 
preclatlon b 1 charge to ament ope11tlon1 which 
dlstrlbotu the cost of 1 11nglble c1plt1I 11set, leu 
estimated rosldu1I value, over the e1tlma ted u11lul Ille of 
the Msot In • systematic end loglc1I m1nner. It do11 not 
Involve • proceu of v1lu1tlon. UseM Il le h11 relounce 
to the prospectlvo period of economic u11fulne11 In the 
parllcular lnullu tlon's operations 11 dl1tlnguhhl!d from 
physlcal Ille. Use allowtnces 1<e the rn11ns of allowing 
compenU1tlon when depreciation or other equlv1len1 
cost• 1110 nol considered. 

lb) Dep<ocl1tlon or • use 1llow1noo on 111011 
donated hy third partlet 11 allowable. lloweYor, 1111y 
llmlt1tlons on the 1muunl of doprocl•tlo11 which would 
havo applied to the donor 11 t ro1ult of restrle11oni 
contalnotJ In this Sec1lon sh•ll al10 nr1ply lo the rnclplont 
oroanl11tlon. 

( c) Oue conslclnrntlon wlll he given to 
GovornmenHurnlihod fncllltlos utlllt.od by lhe ln1tll11· 
tlon when computing UIO tlfowa11ce1 nnd/or doprnclntlon 
If tho Governm1nHurnl1hed facllltle1 nrtt mnrerlnl In 
nmount , Computation of the .use nllownnco nntl/or 
lloptocletlon wlll uiccludo both the coll or 111y 1mrt1011 of 
the cmt or grounds. hulfdlr1g1 and oc111lpmer1t borrio hy 
or lklnaletl by 1he F11tlornl Gnvornrnont, lrreipectlve ol 
wh11ro tltlo w.u orlglnelly veuod or whoro It ptnlOnlly 
ml1los, ind secondly, the cost or grounds. Cnplt•I 
DKptntllturu IOI lend l111provnmen11 h1aved 11cns, 
fencos, llreau, sldaw1lk1, utllhy co11dul11, and 1lmll•r 
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Improvements not already Included In the co1t of 
bulldlngi) are 1llowable provided tho syuematlc emortl· 
utlon of such capital cxpenditum has been provided In 
the Institution's books of account, based on ruson1blo 
determinations of the probable useful llv6 ol the 
lndivlduel Items Involved, and the share allocated to the 
gn n1 or coritract is developed from the amount thus 
amor117ed for the base period involved. 

(di Normal deprecl11ion on an lmtitutlon's 
plant. equlprmn1, end other aphal facilllies, exCPpl as 
excluded by (d) below, Is an allowable element of CiHt 
PfOvldcd th1t the 1moun1 thereof 11 computed: 

(1) Upon a properly c01t basis wt1ich could 
htve been used hy the Institution !or Fedoral Income 
Ta• purposes, had such Institution be•n sublecl to the 
payment of lnco~ 1011; and 

(2) Oy the comlstent appllc;ition to the 
aisell concerned of ariy generally accepted accounting 
mo1hod, and subject to the tlmlt11lons of the I ntotnal 
novonuo Code of 1964 n1 amended, Including-

(n) Tho mnlghl lino llll!lhod; 

(b) The dccllnlng ha lance method. usl110 
n rnto not cxccetllng twice tho rate which would havo 
llCiln uietJ hatl the annual allowanco been computed 
undnr tho method descrlbfd In(~) 1bove: 

(c) The sum-of.lhe-yenn·dighs method; 
and 

ltll Any other consistent methud pro­
tlucrlve of an annual ellowanco which. when added to ell 
allowtncH for rho porlod commencing with lhe use or 
tho p<operly nnd Including tho omen1 yonr. d•>M nol 
during the lint two·lhlrds of tho usoful Illa ol the 
proper ty exceed the total of such allowanc11$ which 
would htve been used htd such nlluw1nco1 b!Mln com· 
11111otJ unller tl•e rMlhod descrllxtd In (bl abovo. 

(e) Where the rle11roclftllon rnelhod Is 
fnllowod, ndoquala pro11erty rocord1 mu1t bit main· 
tnlned. Tho JM!rl01I of 1111ful 1uvlc1 (service llfnl ulah· 
lhhtd In ollllh ca10 for 1111hlo e11pl11I 111111' mull lio 
tlotnrmlnnd on a rnnllstlc buh wt1lch takes Into con· 
1l1lo181lnn such fncto1s "'typo of construction, n&tUr• ol 
tho a1111lpmnnt 111<1d, tur.hnologlcal develo11rnont1 In the 
Jlftrllcular oroa, 11nd the ronewal 11nd replacoonont 110Hcle1 
lollnWlld for the lndlvlcJu•I ltnn11 or clnuos of auoll 
lrrvolvod. Whoru lhe tlopreclntlon methotl Is lntro1~1c11d 
for •ppllcatlon to """ ac1r,hotl In µrlor yean, the 
annual r.liuou 1herelrom must not nKteed the 1moun11 
rhot woulif heve mulled hall lho tlo~roclatlon method 
bnen In allect from tho date of •n 1ul1ltlon ol such 
Mltll. 



(I) Depreciation on Idle or excms faclil· 
ties shall not be ollowed oxcepl on such facillll•is as aro 
reasonably necessary for stendby pUrposes. (See G.131. 

(g) Whefe 1n lnstllullon elects to go on 
a depreciation basis for a pertlcular class of mets, no 
deprect11lon. rental or use charge may be allowed on any 
such 11se11 that would be viewed " fully depreci11ed; 
prov!:led, however, that reasonable use char991 may be 
negotiated for any such 111141ts If warranted altur taking 
Into consideration the cost of the faclllty or Item 
lrwolved, the estimated useful Ille remaining at time of 
negotl11lon, the .:tual replacement policy followed In 
the lldit of service lives used for calculatlng 1leprecl1· 
lion, the effect of any lncreued maintenance d1ugcs or 
docreased efficiency due lo age, and any other factors 
pertinent to tho ut11lzatlon of the fac111ty or Item for the 
purpoM con templated. 

(hi Where the uso ollow11nco rnethod ll 
followed, the use allow1nce for bulldlngi end lrnprovu· 
menu wlll be computed at en ennoel r11e not exceeding 
two percont of acqu isition Cail . Tho usb allowance for 
equipment will be , computed et 1n 1nno1I 11tt. not 
exceeding slK and two·thhds percent of acQUlsltlon cost 
of uiable equipment In thosii cases where tha ln~tltutlon 
malntal01 cu"enl records with fospecl to sur.h equip­
ment on h11nd. Where tho ln111t111lon'1 recmds reflect 
only tho cost (actual or 011lmn1odl of the original 
cornplornorn uf cqulprnent, thn uso ellownncu wlll be 
computed at on nnnu1l rat,,. not oKce11dlnu ten pncont of 
such cost. Orlglnnl complcmeru for 1hl1 pUrpoill! mHns 
tho comploment of equipment lnltlall\1 pl•c.od In build· 
ln11110 perform tho functions currently being ptJrforml!'tf 
In wch bulldlngi; however, whero • r.ermanent rh1nge In 
thn lunc:tlon of n bulldlno takes place, 1 rett.lermlnntlon 
of the orlolnnl complement of 01111lprnent m•y be m11de 
at thot tlrne to onabllsh a ntW r.rlutnnl complement. In 
thOMJ cn1111 v.11oro r10 oq11lprnont 1 ncords 1ra maintained, 
tho lnultutlon wlll Ju1tlfy 1 r ~nson~ble nsilmete of the 
acctuhltlon cost of 111nble e11ul11ment which mov be used 
to compul~ the use allowance at an 1nnu1I 1111 not 
excoedlng six nnd two·thlrd1 JlllfCnnt ol such u1lm111. 

(I) Otproclarion nnd(or u111 cho1oos 
should usually ho nlloc11tcd to nll 11: tlvltle$ as nn Indirect 
COii . 

11. En11itoy1111 Mornl•, lln1lth, \Yttll•ro Coab 
ind Crndlh 

(nl En11llnyoe morale, health nnd wellnre 11Ctlvl· 
t101 en 1110'1 ~vices or b111K'fll1 rirovldod IJy tho 
Institution to Its employees to l111pr1wa working condl· 
lions, nmployor·ornployoo rolftllnns, employoa rno11lo 
n11AI employee performance. Sui:h actlvltlc1 lnchnJo 
humo 1Krhllc1tlnn1, linnlth or flnt·nlrl clln!a , rnc101tlo11, 
en111loy0<r counsnllnu 1orvlcn111111, lor the t1Utf10•n ol 1hl1 

pwagraph, food and dormitory services. Food and 
dormitory sel'\llces Include operating or furnishing faclll· 
ties for cafeterias, dlnlni: rooms, anteens, lunch wagons, 
vending machines, llYlno ecoommodatlons or slmllar 
types of seivlces for the lnstl!utlon's employees at or 
ne11 hs facllltles.. 

(bl Except as limited by (cl below, the ~ 
ireg>'lta of cost1 Incurred on account of all activities 
mentioned In (11 above, le1s Income generated by all 
such ac1ivltles Is allowable to the extent that the net 
amount Is reasonable. 

(cl losses from the ope11 tlon of food and 
dormitory services may be Included as ccm lncumd 
under (bl above, only If the lmtltutlon's objective Is to 
oporato such servlcn on 1 bro,k·even basis. losses 
aistalned because food services or lodging 1ccommod1· 
tlons ere rurnlshod without charge or at prices or ntes 
which olNlously would not be conductive lo 1ecom­
pllshmont of the eboYo obJectlve, are not ollowable, 
CKCopt that a Ion may b1 allowed lo tho axtent the 
lmtltutlon con demonstrate that unusual clrcum111nces 
rxhl (e.g., (I) where the Institution must provide food or 
dormitory services at remote locations where ldcqumte 
commerclal lacllltlos 111 not reasonably 1111alt1bla or 
(II) ...,.me It h oeeesslll'y to operate a foclll ty 11 1 loMr 
vnlumo than the faclllty could oconomlcally support) 
1uch that , even with afllclent m1n1gemen1. operation of 
th• Mttvlcos on n bronk·ovon bnsls would require charging 
lnordlnauly hllti prices or nrlces or rotes higher than 
those chnr1111tl by comme<clal ostahlhhmcnts olforlng tho 
same services In the 11me geog11phlc1I 11011. 

(d} In those sltu11lons where the lmthutlon hos 
en 1H1ngemont 11Uthorlrlng 1n employee 111ocl1tlon to 
PfOVlcle or opernto n 10Nlce such as vending machines In 
tho l011ttu1lon's plant, IHld rot1ln tho profits derived 
therefrom, such prolllt 1h1ll be trnatnd In tho snmo 
man ner as II tho Institution woro lltovldlno the service 
(wt sea (oil. 

(al Contribution• by th• lnttltullon to 111 om· 
ployoo organlutlon, (nc:ludlny lunds sot over from 
vending mtchlnt rocolpu or $lrnll&r sources, moy be 
Included "' cml lncu11nd under (b) nbova only to the 
e~tont that tho Institution domomtrntcs lhftl nn oqulvn· 
lnnt nmuunt of thn cosu ln:urrod by thn ernp!oyeo 
oroMilutlon would hn nltow1hlo If lncurrnd hy th• 
lnultutlnn dlroclly. 

12. Enlftrt•lnmenl Costa 

Com of 1rnullln111nt, dlva11lon, 1ocl1l ncthiltle1, 
c;ornmonlnlt, inti lncklenlnl costs ret11lng thetoto, such 
M 1110,ls, lo<lglng. rontnh, tran111011ntlon, and 111ntultlo1, 
nrtt unnllownhle (hut sno 0· 11 nnd G·~:JI. 

t 3. Eiccc• FacHlty Com 

(1) As used In this paragnph, the words ind 
phr1ses defined In this subp11egraph (11 shell havo ltte 
me1nln91 set forth ~low. 

I 11 Facilities means plant or any portion 
thereof (Inclusive of land lntegr.i to the operation); 
equipment lndivldually or collect ively; or nny other 
tangible capital euet, wherever located, and whether 
owned or leased by the Institu tion. 

(2) Idle Fecllltln muns completely unused 
flclll tles that ire excess to the ln~tltutlon's current 
needs. 

(3) Idle Caµ1clty means the unused ca· 
paclty or p1nlelly used f1cl l1tlos. It Is the diffe1ence 
betW1on that which 1 f.clllty could tchleve under 100 
percent OfM!llllng t ime on a one shift basis" less 
operating Interruptions rosultlng lrom time lost for 
repelrs, Mlupt, uns1tlsfactor / m11erl1l1, and other nor· 
mel delays, and the cxtont 10 which tho faclllty was 
.:1u1lly used to meet demands during the accounting 
oerlod. 

141 Costs of Idle Facllltles or ldl1 Capacity 
110 oosls 9Jch as maintenance, repolr, housing. rent, ind 
other ielated tails, e.g .. properly toKu, Insurance, 1nd 
deprecletlon. 

(bl The cost of ldlo focllltlus 11e unallowablo 
exr.opl to the extent thnt : 

Ill they are OK011ery to meet Oucluetlons 
In workload; or 

(Ill although not necessary to 111001 lluctun· 
tlons In workload, they wore neco u ory whon acquired 
incl 111 now Idle hccouse CJI ch1ngo1 In proginm 
requirements, grantoe/contrnctor allorts to proouco 
more economlcelly, 11orgnnlrntlor1, termination, or 
other cauio1 which could nol hllYo been 1011on1bly 
foreseen. 

Untlor thn ucopt!on stated In (II) of this 
subnnr egrnph (bl. costs of Idle fncllltlu ere 11lowlbl1 fo1 
a renson1lJte p«lod of t ime, ordlnerlly not to exceed onn 
yeer, dopendlng upon the lnltlotlvo taken to use, loftlo, 
or tll1posa of such focllltles (hut sot G.'121lJl nnd !ell . 

(cl The costs llf Idle cn11ntlty are normal costs 
of doing bmlno11 nnd u e n fn<:tor In tho norm1I 

• /\ muttrr!• "'111 bo1l1 m•v ho u ... t 1r lt c•n be'"°"'" 1h11 rhl1 
ornnu"t ol uo.oo coukt no11nolly be u 11oc1 .. 1 fa r tho type 11r lo· 

c1U1y '"""''..,' · 
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fluctuatlons or usa119 or overheod rates from period to 
period. Such costs are allowalJle, provided the capacity Is 
reasonably anticipated lo be necessary or was originally 
rusontble and Is not subject to reduction or ellmln11lon 
by sublelllng. renlln~ or sale, In accordance with sound 
business, economh:1, or security practices. Wldesprod 
ldle capacity lhrou!jhout an entire plant or among e 
g oup or 1sseu hiving wlxtentlally the same function 
may be Idle facilities. 

14. Fine• and Pe114tltlea 

C011s of flno1 1nd penalties resultlno from 
vlolatlon of, or fellure of the Inst itution 10 comply with, 
Federal, St• te, md loc1l l1Ws and regul11lom we 
un1l10W1ble ucept when Incurred as 1 result of compll· 
1nce with specific PfoYlslons of the grant or contrlCt 
lmtructlons In writing from 1he owardlng agency. 

16. Frlngrt Bttntflll 

See G·6-(gH61. 

18. lt'IC!ependent n1search and Otnlopment 

la) An Institution's Independent research and 
dovolopment (IR&DI Is that 111e1rch and development 
which Is not sponsored by tho GoYernmont or 1 
non·Government organization or ngoncy undor n v•rit/ 
contract or other 1rr1ngemont. 

lb) Basic ruurch, !or the purpose of this 
document, Is that type of iesenrch which 11 directed 
toward Increase of knowledge within • partlcul11 dltd• 
1111110. In such research, the primary aim of 1he lnv111lp-
1or Is a fuller knowtodgo or undeutandlng ol the 1ubJec1 
under study, 111ther than 1ny practlc:al 1ppllatlon 
thereof. Appllod rosoarch, for tho purpo11 of this 
document conslm of that IYfl~ of ellort which ltl ls 
normally derived lrom tho 1osul11 of basic research, but 
mav not be M!Yornhle from tho relotod basic rcsonrch, 
121 11tomp1t to dnterml11a and 0K1und the 1>otentlnlltlu 
of now sclor•tlllc discoveries or lrnflrovemenll In t1ch· 
nology, m:itorlels, p1ocu101, rtl<lthods, devices, and 
technlriues, ond (3) 111em111t to "ndvnnce tho stole of 
the on." Aflllllod research. dou not Include MY iuch 
efforts when their Pflnc:lf!AI aim Is the design, d1111olop­
ment, or teit of specific artlclo1 or sorvlcni to bo offered 
lor 111ln, which are within the dollnltlon ol thn torm 
dovoloprnant M clellr14ld In (cl b411ow. Camus rosonrdt, 
(or thn purnoso of this tfocumorll, 11 thot typo of 1 1:1 'vlty 
1!4wotod to tha cornpl11tlo11 end lntorpre1atlon of 1tath· 
tlcel nnd other analytlcnl ln fo111M1tlon 1c11ulrod through 
wrvay (e.g. lntorvlow, clrcul1rlntlon ol questlonnalru l. 
observations or from books, t1oatl1os. 1rtlclos or other 
1~ucu rol1tlvo to sf)l!Clllcnlly dollnod activities, or.cur· 
rtlleftl or conditions Im tho purpose of 111:compllshlng 
sornn 1clentlllc 01111. 



!cl "Development" Is the systematic use of 
scientific knowledge which Is directed toward the 
pn>ciJcdon of, or lmprovement1 In, useful pro~C11 to 
meet 1pecillc performance requirements, but exclusive 
of manufacturing ind production engineering. 

!di Independent resurch and development wlll 
be treated In a manner consistent with the tre1tment of 
spolllOfed research Ind development. Accordingly, an 
institution's I R & 0 shill be alJOQted Its propor11onate 
shtre of Indirect cmh on the semt bash that Indirect 
costs are allocated to sponsored rcseerch and develop­
ment. 

(el The cost of 1n Institution's I R & 0, 
lncludlnq Its proportlont te shtr1 or Indirect ::osts, Is 
unallow1ble. 

17. ln111r•nc• MM! lndemnlncallon 

(a) lnsurnnco Includes Insurance which the In· 
rtltutlon Is required to carry, or which h approved, 
under the terms of the grant or contract and any other 
lniurance which the Institution maintains In connection 
with the geneul conduct of Its business. 

( 11 Com ol Insurance required or approved, 
and maintained, pur1111nt lo the grenl or contract 1ro 
ellowable. 

121 Cmh of other ln1ur1nce maln11lned by 
tht lnsthurlon In connection with the general conduct ol 
Its bullnm are allowable rubfect lo the followlna 
llmlt1tlons: 

(1) Types and extent ol coveraga shall 
be In tcc0rdnnce with sound buslnon prectlco and the 
ratei Ind premiums shall bo renon1ble under the 
clrcumnanccs; 

(b) Cosu allowed for boslnon Interrup­
tion or orhor slmlltr lnswanco shill lie llrnlted to 
exclude covernge of profit; 

(cl Coils of lmuronco or of eny provl· 
slon lor e re1erve covering tho rhk of 1011 ol or d1rnego 
to Governrmnt rroperty arn ellowebln only to tho 
extonr thel lhe ln•tl1u1Jo11 ls llnbln for such Jou or 
dnmall'I ind 111ch Jn1urenl:fl or raservo doos not covor Jou 
or damage which r01uhs h orn wllllul misconduct or lack 
of good f1llh on lh• Jlll t of any of the ln11hu1lnn'1 
tru11ee1, dlrceiors or ofllceu, or olhor equlY1f1111 101110· 
sentatlvts, who hu supervhlon or direction ol (II all or 
substanll•llY nit of the lnstltutlo11'1 l1'11loen, or !Ill •II or 
rulnt•n1J1Hy all of the lnuhullon's Oflllntlons et •ny 
one SOl>"r•ln locntlon In which tho gunt or contract Is 
ti.Ing pellormed, or who nro SJ1ftlllc11Jy ldnntllJed as tho 
proftct director In the project or olh1twhn prhnarlly 

20 

responslble for the direction and/or execution of the 
project ., pported by the grant or contract. 

!di Provisions for 1 rtserve under an 
approved self.lnsuraoce proeram ere 11Jowable to the 
eictent thlt types of CD'lefegt, extent of coverage, and 
the rates end premlurm would hr11 been ellowed heel 
lnsur•na! been purchased to i;over the risks: and 

lei Cosu ol Insurance on the Jives of 
1ru1teet, cfficers, or other employees holding pmltlons 
of sfmtlar rnponslbllltfes tre allow1bl1 only to the 
extent th .. the lnsur1nce repments eddltlonel com­
pensation. (See G-6). 

131 Actual lossos which could heve been 
COYerad·by permlnlbla Insurance (through en approved 
self·lnsurancc pro"am or otherwise) ue un.tlowabla 
unlen expressly provided for In the grant or contract, 
except: 

(a) Costs Incurred beCllUst of losses not 
covered under nominal deductible lnsur1nce ccvarage 
provided In keeping with sound boslneu prectlce, ire 
allowable; and 

(bl Minor lone1 not covered by ln­
!Urance, lllth as spollitge, broitltllgO, end dlsi1ppearance ol 
supplies, which occur In tho ordlnery course ol doing 
business, 811 allowable. 

(b) lndemnlllcetlon Includes lrCUrfng the In· 
11l1utlon against llebllltl9' to third pe1sons and any other 
loss or diimago, not compenM1ted by ln!U11nce or 
othorwlse. The Government ls obllgoted to fdemnlfy the 
lnsthutlon only to the extent exprossly provided In In) 
!JI lbovo. 

18. fnl1rast i nd Other Flnancf1I Co111 

!nl Costs Incurred for fn1oro11 on borrowed 
cnpltel or temporary use of endllwmont funds, however 
tepresnnted, era unnflowablo. 

lbl Costs ol orgnnlro<l fund 11l!ln11. Including 
IJnAr1Clel cMTI1>11lgns, endowment drives, sollcllarlon of 
pllts end beques1s, end 1lmllor f!XJ1en!ll!1 Incurred solely 
to r1IM1 cnpllal or ob1aln contrlbulll)ns, are unallownlJle. 

le) Costs ol lnvnstntnnl counwl and 11nlf •nd 
similar oxpenso1 lncurrod aolnly to enhnnco lncomn from 
111\/tstrnnnlS ero unnllowablo. 

ldl Whore 111bstanllnl effort or tlrnn ls 1lnvotod 
to ruod raising ond lnvestmnnt nctlvltln' ns doacrlbod In 
(hi nnd le) In relation to othnr functions ol Ml 
Institution, 'uch nctfvltlos sl1nll bo con1lcJerod DI n mafor 
11etlvlly of the lnstllutlon nnd shnll be nllncntml 111 $1tn1n 

of fndl~t costs In teeordance wllh Section O. !See also 
C·2). 

19. Labof Rtl1tlom Coso 

Cos1s incurred In malnt1Jniog satisfactory re· 
fatlons between the Institution and hs employetS, 
Including co11s of labor man1111tment committees, em· 
pfoyee publiClltlons. and other related ectivltles, are 
11Jowable. 

20. Lones on Ottm Greoll Of Contrectl 

Anv excess of costs Oller Income on aov grant or 
contract Is unallowable as • cost of any other grant or 
ccntrect. 

21. M1lnten111C1 Ind Repair Colts 

(nl Costs necessary for the upkeep of prope11y 
(Including Government proper1y unless otherwise pro· 
vldod for), which neither ndd to tho p«manent value of 
the property nor appreclebly prolong Its Intended Ille, 
but kttep It In an elffclent operating condition, are to be 
treated 11 follows !bot see G·IOJ: 

( 1) Normel maintenance and repair costs 
nre allowable: 

(21 Extnordlnery maintenance and repair 
cosu are allowable, provided such ere allocated to the 
periods to which nppllcable for purpo!ClS ol determining 
grant Of ccntract co111. 

(bl Expenditures for plant and equipment, In· 
cfudlng rehobll111tlon thereol, which, llCCOfdlng to gen· 
erally tecepted accounting prlnclples es epplled under 
the lnnhutlon' s estebllshed pollcy, st1ould be c1phnll1ed 
end !Ubfeclod to depreciation, nro allowablo onlv on a 
depreciat ion basis. 

22. M1ttrf1ft Cotti 

(1) Tho cost ol consumnblo arprllos, scnum, 
tflugs, fabrlcnlod parts nnd other me1crlol1 necessary to 
carry out Iha objectives or a grant or ccntract, whether 
purchesod outside or menulaclurod by Iha Institution 
are nllowobln suhfoct to the provisions (b) throu:ih (e) 
below, The cost may Include such collnlaral Items as 
lnbourKI transportation nntl lntrenslt lnsurenco. 

In computing 1h11o11 cosu consideration wlll 
bft 11lvon to roasoneble overruns, spollooo, or defoctlvo 
work II conslllont with tho nature ol tho profoct being 
performed and tho rocognlLod practlco ol tho Industry. 

lb) Costs or mntcrlel shall bo aillnhly lldfusted 
lor n11111fcnlila portions of Income and other crodfu, 
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lncludlnq avinable trade and cash discounts, refundt, 
rebatet, ellowences. and Cfedits for .:rap and wfvege i nd 
m1tetiel returned to vendors. Such Income and olhlf 
credits shall either be credited directly to the cell of tha 
materlel Involved or be allocated (as credits) to Indirect 
costs. However, where the Institution can demonstrate 
that failure to take cash dlscounu wn due to reasonable 
circumstances. !Uch lost dls:ounts need not be 10 

credited. 

le) Rea50nable edjustments arising from dll· 
lerances between periodic phvsfcal 111\/entories aod book 
1"'1entorles may be Included In arriving at cos1t, provided 
M:h adJustmenls relata to the period of performonti! ol 
the fP'ent or oontrecL 

(di When the materlels are purchased specif· 
lcally lor and Identifiable solely with performant1! under 
a grant or contract, tho actuef purchase cost thereof 
ihould be charged to thet grant or contract. If materlel It 
IS1Ued from stores. anv generally recognized me1hod of 
pricing such melerlol 1$ acceptable If that method Is 
consfstenUy applled end the results ore oqultebfe. Whon 
ostlmntes of materiel costs to be Incurred In the future 
are required, either current mtrket price or 111tlclp1ted 
acqubhlon ccst may be used, but the basis of pricing 
roost bo dlsclosed. 

(el Allowance for ell materials, supplles arJ 
tarvlcH which ere sold or tunsforrod be~en any 
division, subsidiary or 1fllflote of the Institution under a 
common co1.trol shnU be on the basis or cost lncuned In 
eocordan~ ·~Ith these prlnclples, except that when ft Is 
tilt est1blllhed pr1ctlce of the trenslerrlng organization 
to price lnterorganlzatlon transfers of m1terlels, suppll111 
end servlc01 ~l othor than cost for non-Government 
work of tho Institution or any division, subsidiary or 
11flllato ol the Institution under a common control, 
allov1anco may bo II • price when: 

! I I 11 Is or Is based on •n "establfshed 
catefog or market price of commcrclal ltoms sold In 
!Ubs!Antlaf qu1nthlns 10 tho general public": or 

121 It Is tho result ol "adequate price 
competition" and Is the price at which an llWArd w11 
mado to tho afllllated orgnnlutlon alter obtaining 
11uoll!tlons on 1n tlfllrnl basis Imm such organlzallon and 
onu or more outside $0\l rcos which normnlly produce the 
Item or Ill GtJJfvnlnnl Jn slgnllk:ant quantity; 

rrovldod that In either ~so: 

(II rho price Is not In axcoss of the 
lrnnsforor't ~mont Siiias price lo his most levored 
customer !lncludlno M~· division, subsidiary or alflllale 
of lhn hntltutlon <1ndnr a common control! for e Jlke 
qunnllty undftr compnrablo condlllons, and 



(21 The plce Is not determined to be 
urn9'0neble by the awarding 9gtf!Cy; 

Tho price determined In ea:ordtnce 
with ( 1) Above should be ldJusted, when 11PProprlate, to 
reflect die quantities being procured and may be 
ldlustad upward or downward to reflect the ectual cost 
of 1ny modlflcttlons necessary because or grant or 
contr1ct rtquiremeno . 

23. Orpnb1tlon Com 

E11pendltures. such as Incorporation lees, auor· 
ney's lees, accountant's lees, brokers' fen, lees to 
promoters ind organizers, In connection with (el orvanl· 
zatlon or reorganlutlon or 1 business, or (bl relslng 
aipll1I, arc unellowable unless ~lfled oth-lse In the 
grant or contrect. 

24. Other 8u1f1111n ExPtnsn 

Included in thl~ Item are such recurring expenses 
es prep,tratlon and publlaitlon of reports to mtmbers 
end !rustres, preparation end submlsslor of required 
reports and forms to l1xing end olhrr r~l1tory bodies; 
end lncldenttl costs or directors and committee meet· 
lngs. The above and slmller costs are allowable when 
ellocated on an equltnbte basis. 

25. o .. r1lm1, btrt·Pey Shtrt and Multl·Shtft 
Pr1mlum1 

Premiums for overtime, (!)(tra·p•y ehltts, and 
m11ltf·shllt work arc ellownble only to the extent 
appfoved by the J1W111dlng oOftrlCV except: 

l•I When nocessary to cope wt th tnlef\,"Jncles, 
ateh e. those rl!Sllltfng from 1ecldents, natural dlsesters, 
breakdowns ol product ion equipment, or occasional 
production bottlenecks of 1 spo11dlc nlture: 

(bl When by Indirect lllbor emptoyeu such as 
those petlormlng duties In connection with ndmlnlstra· 
tlon, Jl'Otectlon, trnn!Portntlon, m1lntenanco, stnn•lby 
pl1nt protection, opnratfon of utilities, 0< accounting; 

(cl In the petformanco of tests, lab,,,ntory 
Jl'OCtduros, or other similar optfallons which arc con· 
tl....ious In nature and cannot rna~nably be lntomrptt'Cl 
or 11therwlso complotad; or 

(di When lower overall con to tho Guv ornment 
wlll mult. 

Ovcnlnoe premiums nnd shift JllDmfumJ may bo 
CJ1nsldtnd JlfOpcr for approval when dete<mlned In 
writ ing by tlu1 awarcllng "1)ency that approval: 
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~ ... ".~"";@lftqoi1r~ . 

(al Is necessery to meet delivery or performance 
schedules, and 5UCh schedules ere determined to be 
l!Xtended to the maximum consistent with essem 'al 
progrem oblectives; 

(b) Is ncceu1ry to mnke up for delays which are 
beyond the control and without the f1Ult or negligence 
of the Institution: 

(cl Is necnwy to ellmfntle for-Ible bottle· 
necks of en extended nature which cannot be ellmln1ted 
In any other way. 

Approvals should ordinarily be prol!)ecllve, but 
may be retroactive where Justified by the circumstances. 
Such approvals may be for 1n indfvlduol grent- or 
cont11ct project. or progrtm, or for a division, depart· 
menl, or brench, as most proctlcable. 

Overtime for which overtime premk1m1 would 
be ~t Government eKpttn111 should not be epproved 
under an ew11d where the Institution b elreldy ob­
ll~ted, without the right to tdditional compensation, to 
meet the required delivery d1te. 

Where overtime premiums or shift premklms are 
being paid at Government eKpense In connection with 
the performance of 1 Government grant or contract; the 
continued n&ed therefor should be sul*ct lo periodic 
review by the aw11dlng agency. 

26. Pttent and Copyright Com 

Costs of preparing disclosures, reports, and other 
documents required by the grent/controct nnd of search· 
Ing the •rt to the extent nece~ry ' lo make such 
dhclmures, 111 allowable. In 11CConi1nce with the condl· 
tlnns of the grant or contract relating to patents or 
copyrljll ts, cost.s of preparing documents and any oth« 
costs, In connection with d1e llllng of • patent oppllce· 
tlon or copyright when tftle Is convoyed to the 
Govemmant, arc allowable. Howover, shnll"' costs In· 
curred In connection with potents or oopyrlghts where 
title Is not conveyed to the Government ore unolloweble. 
(Seo G-391 

27. Pentfon Plant 

(Seo G·Blol-1411 

28. rl1nt Protection Cati! 

Costs o f Items such es (al wages, uniform•, end 
equipment of penormol cnuaoed In plant protection, 
(hi doprecfotlon on plnn t 111otectlon capllnl es.wig, and 
(cl 11ecnwy expenses to com11ly with security roqulro· 
monts aro ollownblo. 

l 
29. Plant Rtc0rwerslon Costs 

Plant reeonvrrslon costs are thoso Incurred In 
the resto11tlon 0< rehabllftetlon of the Institutions' 
lacilltles to approximately the same condition existing 
Immediately prior to the commencement of tho grant or 
contract work, fa ir -r ind tear e1<cepted. Reconver· 
slon costs ere unallow1bl1 except for the cost of 
removing Government properly and the restoration or 
reh1blllt1tlon costs cll.lsed by such removal. However, In 
~fel circumstances where equity so dictates, addl· 
tlonal costs may be allowed to tho CKterit agreed upon In 
writing before tho costs are Incurred. Whenever such 
costs 810 given consideration, c1re should be exercised to 
.-old <lrplicetion through allowance as contingencies, es 
ldditlonal profit or fee, or In other grants or contrac!;. 

Pre-award costs 11e those lncurrl!d prior to tho 
eflectlve date of the 111an1 or contract directly pursuant 
to the n1J9C>tl1Uon and In anticipation of tho sword or 
the gront or contract where such fnwrrenec Is necessury 
to comply with the proposed delivery s:hedule or period 
of performance. Such costs 11e ellowable only to the 
extent that they would heve been allowable II Incurred 
after the date of the .ward and only with the prior 
written approval of tho awarding DIJOncy. 

31. Profeulonal S.R'lct COlh·lOill, Ac~ounllng. 
SdentlOc and Other 

(ti Costs of pmfesslonal services rendcrod by 
the members or • panlcul1r profession who "'o not 
employees of the Institution are ellowablo, subject to 
(bl. (cl n11d (di below, when reasonable In relatlon 10 the 
services rcndeied, (but see G·231 

(bl Factors to be considered In determining tho 
nllowablllty of costs In o particular caso Include: 

(11 the nature and scope of tho sorvlco 
rend1nd In rolallon to lho sonifce ret1ulrod; 

121 tho ncco~lty of conirnctlng for tho 
a:rvlca conskforfng the Institution's copablllty In the 
portfcul11r nroe; 

(31 tho past pnuorn of such costs, pnr. 
tlculn!ly In ycors prior to tho awnnl ol Governmonl 
work; 

Ml tho Impac t or Government work on tho 
lnslltutlon's business (I.e., what new problems hnvo 
nrhcnl: 

(!ii whether tho 11roportlon of Government 
work tn thn Institution's 10101 tJuslness Is !llrch u In 
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Influence the Institution In favor of Incurring the cost, 
particularly where the !il!rvfces rendered are not of 1 

continuing nature and have llttlo relallomlilp to work 
under Gollt!rnment grants/contracts; 

(Bl whether tho service can be performed 
more economically by employment rather than by 
contracting; 

(7) the quellflaitfons of the indlvldu1I or 
concern rttnd!!!"lng the service and the customary Ires 
dlarged, 115pccfally on non.government grants/contrfttts: 

(Bl odequocy of .the contractual itgreement 
for U10 seniice (e.g., description or the senilce, estimate 
of time required, rate of compensation; .termination 
provisions!. 

Ir.I Retniner lees to bo allowable must be 
reasonably supported by ovfdence of hona fide services 
8\/allable or rendered. 

(di Costs of legal, nccounllng, and consulting 
service, and related costs, Incu rred In connec tion with 
organlzttion and reorganl~atlon, defense of antl·trust 
suits, ond the proR:'altlon or claims against the Govurn· 
ment, are unallowable. Costs or leQ<'!I, eccountlnl). and 
consul ling services, and rein led costs, Incurred In connec· 
tlon with patent or copyright Infringement llll!Joltlon, are 
unallowablc unless otherwise ptovlded for In the grant or 
controct. 

32. rroflts and Loues on Olspo1ftlon of Pl~nl, 
Ectul11111enl, or Other Caplt1I Amil 

Profits or losses of any nature nrlslng from the 
s:ile or oxchtnge or plon1, equipment, or other capital 
ISSl!ts, Including sale or eKchange or olU1er short or long 
term Investments, shall be e11cludcd In cornpollng grant 
or controct costs. 

33. Publ ic Informat ion S.nlcM Costs 

Public Information 5C!IVl~~s cost Includes the 
cost nssoclated wlU1 p<omollons;. public relations, pam· 
phlots, nows relo~scs, nnd other forms ol lnlmm1tlon 
SCfVlces. Such costs aro normally Incurred to: 

(nl Inform or lns1n1c1 lndivhlunls. groups or the 
general publlc nbout hcnlth or soclnl problem~ 

(bl lntorost lncllvlduafs or groups In pn:tlclpnl· 
Ing In n sorvlco prO!J<nm ol the Institution. 

(cl rrovklo stownrdshfp 10110rts to Stnte and 
locnl Govcrnrnont agonclns, hnnolnctor loumlnllons and 
~oclntlons, etc. 



Id) Appell for fund&. 

(el Olssemln11e the results or !pOmored and 
non-!lpOn'°'ed r-1rch or other 1etlvlty 10 1he :iclentlllc 
community. 

To the e11ttn1 tnlt the costt Incurred for any of 
1hew purposes •ro ldentllleble with • particular cost 
objective they should bl chargecl to 1he objective to 
which they r1!11te. 

If th- costs •• not klentlllable with 1 ;m· 
tlcultr cost objective they 1hould be 1lloc:1ttd • 
lodir1et cons to tll mtfor 1e1fvltles of the Institution 
except th1t costs rellted 10 fund raising eppeals ere 
unallow1Ne 1s costs of grants end con tr 1et1. 

Public lnforrna1lon service costs ble unallowable 
as 1 direct cost of grants and contrects unless formelly 
Approved by the awarding ;igency. 

34. Publle11tlon end Pflntlnv Coltt 

Publlcatlon costs Include the costs of printing 
!Including the pt'OCmes of composition, pl1111-meklng, 
press work, binding Ind the end products produced by 
ax:h processes), distribution, promotion, malling end 
gmernl h1ndlln~ 

Publication cosu are unallov11ble as 1 direct cost 
of w-•nts and contrncts unless form1lly approved by the 
awerdlng 1gency. 

35. Run1n911m1nt end Alleratfon Cottt 

Com Incurred for 0tdin1ry or flOfmal re1rr1~ 
ment and 1lte11llon of fecllhles Are allowtble. Speclal 
rrangement and 1l1entlon costs Incurred ,.ieclflcally for 
the prof act ere 1llow1ble when wrlllan npprovel hu b11t1n 
given In lldv•nc" by the ew1tding eoancy. 

38. Rtcn1ltmenl Cottt 

l•l Subfecl to (bl , (cl and Id) of Iha G-36, and 
PfOVlded thll the 1lin of tho stnll recruited i nd 
l'nllntelned ls In keeping with workload rtK111lromen11, 
costs of help-wanted advertising. OP41rallng cost1 of nn 
employment olflce nece111ry to s«ure nnd maintain en 
.fequate labor force, costs of oporntlng nn sptltudo nnd 
educ1tlonal testing progrnm, trnvnl costs of employtts 
wtiMe en911Qed In recruiting per10nnol, end trll'lol costs of 
1p11llunt1 for lntervl11W1 for prOSfltCtlve employment ere 
11fow1bl1 to the eJC1ent thnt 1uoh costs 11e Incurred 
pUrso1nt to 1 well m•hlOed recniltment progtam. Where 
the lmtltutlon mes employment 8!)01\CIH, costs not In 

ceu ol 1t1nd1rd commorcl•I roles for such IO!f'YicU11 nro 
lllow•ble. 
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(bl In publle1tlons, costs of help·w1nted edvef. 
tlslng that I I) Includes color, 121 Includes lldvertlslng 
mnttflel for other th11n recru ltment purpo!CS, or (31 ls 
1111~fve In size (talcl119 Into consideration recruitment 
purposes for which ln1ended and normel business prec· 
tas '"' this mpectl ere unallowable. 

(cl Costs of 111 help-w1nted advertldng ind 
(21 etcenlve saleries. fringe benefits, ind spec:M emolu· 
menls thet hwe been offered to prospective employen, 
designed to 11111et personnel from enothtf Institution 
performing as grentee or contractor to the Government, 
or In exceu of the s11nd1rd pt'actlces In comp1r1ble 
lnstitut loni; ere unallow1blc. 

(di Where relocation com Incurred Incident to 
recruitment of •~employee hav11been1llowed either 
es Hn allocable direct or Indirect cost ind the newly 
hired employee resigns for reuons within his control 
within twelve months after hire, the lnllitutlon 1h1ll be 
required to refund or aredlt such roloc•tlon costs to the 
Government. 

:J7. Relocation Cotti 

(I) Relocetlo11 costs, for the purpo911 of this 
document. ere costs Incident lo the permanent change of 
0.11'; assignment (for tn lndellnlte period. or for• stated 
period of no Im than 12 months) of en existing 
employee or upon iecrultment of 1 new employee. 
These CO\IS may Include, but 1re not limited to cost of 
(I) lr1nspor11llon of the employeo, members of his 
Immediate femlly end his household and person11I effects 
to the new IOC1tlon; 1111 finding 1 naw home, such 1s 
odvance trips by employees end 'POUSts to locato living 
quarters and tempor1ry lodging during the transition 
period; (Ill) closing costs (I.e., brokerage fees, legal fees, 
appralsol fet1, etc.), Incident to the dlSc>Osltlon of 
housing; ( Iv) other necesserv and renmnebte expenteJ 
norm1lly Incident to relocatlon, such ns cost of cancol· 
llng an unexplrod lcato, dls:onnectlng or relnstslllno 
houlehold eppllancM, and purchase or Insurance 11g11lnst 
dltmll!lilS to pe11on11I property; M loss on sale of homa; 
Ind (vi) 1equlsltlon of 1 home in e new locetlon 11.e., 
brokerega f!!ff, legal fees, apprnlw lees, etc.). 

(bl Subfect to (cf below, relocation costs of the 
type covered In (a) llf. (Ill, 11111. nnd !ivl nbove Are 
alloweble, provided Ill tho move Is for the honefll of tho 
employer; (llJ relmburwment 1' In accordnnce with nn 
8"t&bthl111d policy or prncllce consistoutly lollowcd by 
the ernployor, and lUch policy or nr11ctlce Is dMlgnod to 
motivate 11m11loyoos to relocate prnmptly end cconorn· 
lcnlly; (Ill) th11 cos(s are not otherwise 11n1llownble under 
lhe p1ovlslons of G·36 or nny other pnrngrnph of this 
ciocumenl, nnd (Iv) amounts to ho reimbursed ~111 not 
exceed the employee's actual (or reoson1bly estlmntNfl 
expenses. 

(c) Costs otherwise ellowable under (bl above 
ere subject to the following lddltlonel provl· 
sions: (I) th• lr1nsltlon period for lncurrence of costs of 
thi! type covered In lal (Ii) above shall be kept 10 the 
minimum numbef of days nccessory under the clrcum· 
stences, but shell not, In any event, l'XCHd 1 cumulatlvo 
total of 30 d1ys Including advance trip time; ind 
(Ii) allowance for cos1 of the type covered In l•I 11111 
1bov1 shell not exceed 8% of the sales price of the 
prJpeny sold. Costs of 1he 1yJie covered In (al (Iii) and 
(Iv) ebove lfl! ll loweble only In connection with the 
relocation of eic lsllng employees, and ere not allowable 
for MW!y recruited employees. 

(d) Costs of the type covered In (1) (vi ind (vii 
11iove Me not allowable. 

38. Renltl Cotts (Including Stl1 8'ld Lm1b1ek 
of F.:llltlu) 11 

l•I Rental costs of land, buildlng, ind equ)~. 
ment ind other personal property arc nllow1ble If Ille 
rites ere reesonable In light of SlJCh fectors es rental 
costs of comparable facllltlas end mnrket conditions In 
the area, the type, Illa l!ICPl!Clancy, condition, and value 
of the facllltles leased, options w1ll1ble, end other 
provisions of the rental agreement Application of the541 
factors, In sl1u11lons where rentals are ex tensively used, 
mey lnvolvo 1mong other considerations. compnrlson ol 
rent•I costs with the amount which the Institution 
woold have received hed It owned the facilltlcs. 

(bl Ch1rges In the nature of rent botweo11 
plants, divisions. or organlullons under common control 
aro allowable In the extent such charges do not exceed 
the normal cost• of owneuhlp, such as depreciation, 
tll(es, Insurance, and maln1.en1nco; p<ovlded thll no part 
of such cos:s !11all duplicate any other allowed costs. 

(cl Unless othorwlso speclllcnlly p1ovkled In tho 
grant or contrect, rental costs specified In sale ond 
lcescback egreemonls, Incurred by Institutions through 
selling plant facilities to Investment organiratlons, such 
os Insurance companies, 11ssocldle lnst11utlon1, or lo 
Jl'lvnlo lnvo,tors, and concurronlly lnaslno back the 111mo 

locllltles, aro allowable only to the ox lanl lhnl such 
rentals do not exceed Iha amount which the (Jlnnluo/ 
conlreclor would hilYe received hnd h rolafned looal tltlo 
lo the f11Cllllles. 

(d) Rentals for lnnd, lxtllrllng end n1~1ipme111 
and other personnl property owned by nfflllnted orgonl· 
zntlons Including corporations or hy stockholdcn, mom· 
hors, directors. tntstees, olflccrs or othCf key pouonnel 
of Iha Institution or lhoir fomlllos nhher dlrnclly or 
through corporations, trusts or other slmllnr orr&n!Jll' 
menh In which thoy hold 11 morn thnn lokcn Interest oro 
ellowohlo only lo Iha axlnnt lhat such rontels do not 
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exceed the 1mount the lnstiwtlon would h1Ve received 
had lrgal tltlo to the facilities been vested In It. 

(el Tho ellowablllty of rental costs under unex· 
plred leases In connection with tefminatlons ls ueated In 
G·421el. 

39. Roy1ltles end 01her Cot1t for Ute of retwntt 
end Copyrlght1 

(•I Royollles on a patent or copyright or 
1mortltatlon of the cost of acquiring by purch.,. • 
copyrl!fit, patent or rl!11ts thereto, necessary for 111e 
proper performance of the grant or contract applk:lble 
to grant products or processes, are allowable unless: 

( 11 Tho Government has e license or the 
rl~l lo free use ol the patent; 

(2) The patent or copyrlgh1 has been !Id· 
fudk:ated to bo Invalid, or has been adminlstr11lvety 
determined to be Invalid; 

(31 The palenl or copyright Is considered to 
bo unenlorceeble; or 

(41 The patent or copyright Is expired. 

(bl Spcclel care should bo uerclsro In determln· 
Ing reasonableness Whcro the royelllM may have boen 
BrTlved ot es a result of less !han arm's length blfg1lning; 
e.g.: 

(II Royalllcs paid to persons, Including 
corporations. 1flill1ted with the Institution: 

(21 RoyaltlC1 paid to un1ffill1ted putles, 
Including corp0retlons, under an agreement entered Into 
In contcmpletlon thel a Government grnnt or conu.:t 
would be ewerded; or 

(3) Royollles p11ld undtr an llQfeement en· 
torod Into alter tho award of tho or ant or contr1et. 

(cl In ony case Involving a pntent or copyright 
lurmorly owned by tho Institution, the amount of 
roynlty allowed should not exceed the cost which would 
hnve boon •llowutl hod the lnstltullon rutnlnod tltln 
thornlo. 

40. Severance Pay 

In) Sevornnco pay, nl~ commonly referred 10 11 

dlsmlssnl wnoos. Is n payment In nddhlon to r~lu 
111ln1los nnd wnges, by Institutions lo workers whose 
employment Is bolng tormlnnlod. Cosls of sovor1nce pey 
111 0 114lowabla only to the extent th•t, !n e1teh c-. It 11 
rnr1t1hcd by ( 1) lew, 121 ernpluy1:<·employee egreemenl, 



(3) establht1ed policy that constitutes, In effect, an 
Implied agreement on the institution's part, or (4) cir· 
aJmstance of the particular employment 

. (b) Costs of 51!\/erance payments are divided Into 
two categofies es follows: 

(II Actual normal turnover MNcrance pay· 
rnents 5111111 be allocated to all w0<k performed In the 
Institution's f1cOltles: or, where the Institution provides 
for accrual of pay for normal sever&nl:es such method 
will be ecceptable If the amount of the accrual ls 
ntasonable In ilght of payments eotually made for 
normal 91!Verances ov~ e representative past period, and 
ff amounts ac:.Jed are allocated to ell work performed 
In the Institution's faellltles; end 

(21 Abnormal or mass !l!llerance pay Is of 
such • conjectural nature that measurement of costs by 
meaos of an accrual will not achieve equity to both 
parties. Thus accruals for this purpose 11n1 not allowable. 
Howe11l!f, the Governmeni recognizes its obllgollon to 
participate, to the extent of Its fair share, In any spec:lflc 
p1yment. Thus, allowabillty will be considered on a case 
by case basis In the !!Vent of occurrence. 

41 .. TtJCtt 

(a) Taxos •e certain d1arges Jovlcd by Federal, 
State, or local Governments. They do not l!'lciudo fines 
1nd penalties except as otherwise provided heroin. In 
general, taxes which the institurfon Is required to pay 
end which are paid or accrued In accordance with 
generally accepted occountlng principles ;ire ellowablt, 
8'<Cept for: 

( 1) Federal Income taxes and similar levies 
11911lnst Income of tho Institution derived from nctlvitles 
unrelftll!d to the project supported by tho grnnl or 
oontracl 

(2) Tnxes In connection with llnnnclng, 
rellnanclno. or r•!.ir Jing operations (5!19 G· IB). 

(31 To•., l;om which exemptions ere ayall · 
able lo the Institution directly or 11Yollnble to the 
lmtltutlon based on an mcnmptlon nllordr.d the Govern· 
ment except when tho irwudlng 8Qency dotormlnes that 
the admlnlst11tlve burden lncld~nt to obtaining lhe 
8'1emptlon outwelghts the corresponding b~nellts accru· 
Ing to the Government; 

141 Special ma11ment1 o!'l lend Which repto· 
sent c1plt1l lmprovaments; and 

151 T1Kes on 1ny category of rnoporty 
whlcll It usad solely In connoctlon with work other than 
on Government grants or conttecu. (Tues on 111 opert1' 
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used solely In connection with either non·Government 
or Government work should be considered directly 
appllceble to the ros~tive category of work unleu tho 
amounts Involved are insignificant or comparable results 
would otherwise be obtained.) 

(b) Ta>ces otherwise allowable under paragraph 
(a) of this section, but upon which a d1lm of lllegallty 
or erroneous asseument exists, are allowable provided 
the Institution, prior to payment of such taxes: 

111 Promptly requests Instructions from the 
..,,.3rding agency concerning such taxes, and 

121 Takes all action directed by the 11Ward· 
Ing 1gency arising out ol subparagraph 111 of this 
parlgfaph or 1n Independent decision of the Govern· 
ment as to the existence of 1 claim of Illegality or 
erroneous asseument, Including cooperation with and 

lfor the benefit of the Government to (I) determine the 
•legality of such anessmont, or (Ii) secure 1 refund of 
such ttxM. 

Reasonable costs ol any such action under· 
teke!'l by tho Institution at the direction or with the 
concurrence or the awarding agency ere ellowable. 
Interest and penalties Incurred by an Institution by 
reason of tho non·paymont of eny llK at tho direction of 
the awarding agoncv or by reason of the failure ol tho 
awarding agency to Issue tlmely direction alter prompt 
request therefor, are 1lso ellowablo. 

(cl Any refund of taxes, Interest, or pen1llles, 
and any payment to the Institution of lntereit thereon, 
attributable to taxes, Interest, or 110n0Tlles which were 
allowtd 11 project costs, shall be credited or paid to the 
Government In the m•nner directed by tho Government, 
provided nny interest actuftlly p1ld or credited to an 
Institution incident to e ro tund of tax, Interest or 
penalty shall ha peid or credited to the Gov1rnment only 

· to the eKtent th1t such lnlcrust aecrued over the pcrlod 
during which tho Institution htld been reimbursed by the 
Governmont for the laxes, Interest or pc;inltias. 

42. T ermln1tlon Coils 

Grants nnd ~ontracll ternilnatlons gcnorally givo 
rl10 to the lncurrcnco of costs, or tho need for special 
lre1tmnn1 ol cnsu, which would not have nrlson heel 1he 
prnJoct not bonn lermlnelod. Coll principles covering 
thoso Items Aro 101 forth below. Thev ore to be used In 
conjunction with tho remolnder of this document In 
termination 1ltuotlons. 

(a) Common ltom1 

Thn cost of hams rens1>n1bly usnbla on tha 
lmtltu tlon'1 other work shnll not bn ollowable unlnst tho 

lnstitut.lon submit• &Vldence that It could not retain such 
Items at cost without sustaining a loss. In deciding 
whether such items are reasonably usatile on other work 
of the institution, the awarding egonc·1 should consld'f 
the Institution's plans and orders for current and 
scheduled production. Contemporanc:ous purchases of 
common Items by tho Institution shall be rt!garded as 
nidence th•t such Items ere rea.sonably usable on the 
Institution's other work. Any acceptance of common 
Items as allocable to the terminated portion of the 
proJect should be limited to Iha e1ttent that the 
quantities of such Items on hand, In transit, •nd on ordor 
1111 In exceu of the reasonable quantitative requirements 
of other WO<k, 

(bi Costs continuing after termination 

If In • p1rtlcul1r c.ue, despite 111 reasonable 
efforts by the Institution cenoln cous arnnot be 
discontinued Immediately after the effective date ol 
t.ermln•tion, such costs are generally allowable within 
the llmltatlom iel forth In this document, except thnt 
any such costs continuing after termination due to the 
negligent or willful l1llure of the Institution to dfscon· 
tlnuo such costs shall be considered unallowable. 

(cl lnltlal costs 

Initi al costs, Including starting lo1d and 
1>repara1ory costs, nre allowable, sub)cct to tho follow· 
Ing; 

111 Starting load costs 810 costs of a non· 
recurring noturo e1l1lng In tho early stages of operation, 
irwestlg1tion or production i nd not fullv absorbed 
because of the termination. Such costs may Include tho 
cost of lebor end materlol, ind related Indirect cost 
attributable to such factors ns: 

(o) E~cr.sslvn spollnga rosultlng from 
Inexperienced labor; 

lh) ldlo lime and sttbnorrnal ptoductlon 
occnslonecl by 11:11lnn nn<I changing methods of process· 
Ina: 

(c) Employee trnlnlng: end 

hi) Unfnrnlllnrlty or lnck of eJCporlnncu 
with thn product, m1torlnh, rnenufecturlng rrroceucs 
nncl tochnl11uns. 

(21 Pro1111rntury costs ere costs h1currod in 
preperlng to perform Iha termln1ted proJect lncludinp 
costs or lnillal plant rn11r•n1JOmont and altorotlons, 
rn1nt1Q11rnont and flllrsonnel organlratlon, production 
plannlr'n nnil 1lrnllnr lt«:tlvltles, but excluding 1pecl1l 
tnnchlrwy ~nd equipment ond slnrtlng load costs. 
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(31 II lnltlnl costs are claimed end have not 
been segregated on the Institution's books, 1egreg11lon 
for settlement purposes shall be made from cost reports 
and 1Chedules which reflect the high unit cost incurred 
during the eerly stages of the project. 

141 When the settlement proposal Is on tho 
Inventory b1sls, Initial costs should normally be allo· 
cated on tlie bash of total end items called for by the 
project Immediately prior to ltrmlnatlon; however, ii 
the pro)ect Includes end items of 1 diverse n1ture, some 
other equitable basis may be used, such as mtchine or 
labor hours . 

(5) Whan Initial costs are Included In the 
settlement propose! as • direct charge, such costs shell 
not 1ho be Included in overhead. 

(61 Initial costs attributable to only one 
proJect shall not be allocated to other projects. 

(d) Lou ol useful value 

Loss of useful value of special toollng and 
special m~chlnery and oquiprnont ls gl!nerally allow1ble 
If: 

( 11 Such special tooling, machinery or 
equipment ls not reMonably capable ol use In the other 
work or tho lnttltutlon; 

121 The Interest of the Govetnn1nnt Is pro· 
tectcd by transfer of title or by other mo~ns deemed 
opproprlate by the ewnrdlng agency nnd 

(3) The Ion of useful volue 111 to any one 
terrnlnntod pro)oct Is llmllod to that portion of tho 
ncqulsltion cost which boars tho sama ratio to tho total 
ocqulsltlon cost u tho torrnlnnred portion or the proJect 
b-.:nrs tu tho antho terminated project nnd other Govatn· 
monl pro)ects lot which tho special 100111111 ar1<I special 
machinery nnd equipment wns acquired. 

(o) Rental costs 

Rental COSll ttndttr UllOXplr~d len"!S are 
gQnernlly nllownhle where cle111ly 1~mwn to hrwe heen 
rossonably necosury tor tho porform1nce 11;' the tnrml· 
nntod p10Joct 1011 Iha mlch11l vnluo or such loa1e1, If: 

I 11 Tho omou111 of such rentnl clnhned d0111 

not r.>c~oed tho rusonablo uso volun of the proparry 
loMecl tor tho pitlncl of thn ruolect ftncl such further 
fl<lrlf'>d os may ho roatonnhlo; and 

(2) Tho Institution makes ell 1011nMhle 
allntts to 101mlnn10, nsilon, sellltr, nr nlhorwlso rerfuce 
lho ctY.I ol such lonse. 



There 1lso may be Included the cost of 
11te11tlon1 of such le.sed PfOpetty, PfOvlded such 
alterellons wue nl!Cessary for the performance of the 
profcct. MUI ol rea1onable restoration required by the 
provisions of th~ lea1e. 

II) Sc1tlcrncr11 expenses 

Se11teme11t expenses Including the lollowlng 
i re genor1lly allowable: 

I 11 At.:ounllni!. le91I, clerical, tnd slmllar 
com re11onably n~cuary lo~-

hi The prcparatl.;n and presentation lo 
.w11dlng agency of settlcmo11t claims 1r1d supporting 
data with r11pect to the wmtnated portion ol the 
prolect, •nd 

!bl The tcrmlnalion and 1clllement of 
subcontrncls; nnd 

121 Reuonable costs for the storege, 1r1ns· 
por111fon, p10tec1lon, ind disposition of property ac· 
quired Of p10duccd for the project. 

(gl Subcontractor clafms 

Subcontr 1Ctor claims, Including 1he 11· 
locabla portion of claims which are common to 1h1 
piofl!Ct and to other work ol the Institution are gener1lly 
ellow~ble. 

43. Trade, Buslnen, Tochnlc11l, nnd Prof111fonol 
ActMty Cotlt 

It) Mcmhcashlps 

Tl~s cntcgory Includes coslt of membe11hlpt 
In lrtcle, huslnen, technlcnl, and proJen lonal 01g1nlu · 
tlons. Such emit 11e allowable. 

lb) Suhscrlpllnm 

This llom l1'clude1 cost o: sub11:rl111lor11 10 
trade, huslno11, 11ro fe11lon1I, or lechnlcal rorlodlcah. 
Such cosu nre nllownhlo. 

(o) MMtlnlJI 1mJ conlo1oncc1 

This Item lncludns cmts of me1h, 1101111>0r· 
111lon, '"'Ital of facllfllos Im mooth191, 11wl cQsh 
lncld1n11I 1he11to, when the ptlmerv purnou nl tho 
lncurrenc1 of such cos11 ls1ho tlluemln1tlon of technlcal 
lt1formatlon 01 11lmul1tlun of production. Such cosll ere 
lllowt ble. 

44. Tralnlnt i nd Eduatlonal Costs 

(a) The costs of training courses taken by 1 
bon1 fide employee to ec:qulre beslc skills which he 
should bring to the lob or to quollly a person for dutlos 
other than those releted lo 1n Institution's go1ls arc 
uneflow1bfe. 

(b) Costs of on the lob !reining end par•·tlmo 
edue11lon, 11 an und11g11du110 or poslg11dunte college 
lovel, rel11fld to the lob requirements of bon1 fide 
employees, Identified fn (1) through (6) below, 11e 
1llow1blo. 

(t) Tnlning m11e1lel1; 

121 Textbook1: 

~Ion: 
(3) Feet ch1rged by lhe edue1tlonal lnslltu· 

141 Tuition chargtd by the edue1tlon1I In· 
ultutlon, or In lieu of tuition, Instructors' 11larlet •nd 
tho related \lme of Indirect cost of the edue1tlonel 
Institution to the extent th11 the sum thereol Is not In 
txcen of the tuition which would have bttn paid to lht 
p111lc!p.illng eduartlon1l ln11ltutlon; end 

(6) StnlghMlme compen111lon of e1eh em· 
pbyee for time spent 11tendlng clns1et during working 
houn not In exceu of 166 hours per yur where 
clrcomstences do not pnrmlt the operation ol clnsscs or 
tllandance 11 cl uses tiler regul1r working hours. 

(cl Costs of tuition, lees, tnlnlng malerfah and 
textbooks (but not subsistence, ulary, or 1ny other 
emoluments) In connection with lull time scientific and 
m11dlc1I ttllrcallon 11 1 post•tlfadu1to (but not undor· 
11aclu1te) college level relate1f to the fob rrqulromenll of 
bo111 llde·cmployets 101 a tor el pa1lod not 10 exceed one 
school yeor for uch employee so t rained, 111 1llnw1ble 
when t pllfOVed In writing by tho 1Wa1ding agency. 

Id) Gunts to educntlonal OI 111lnlng lnslltu· 
tlont, Including the don11lnn of l1ellltle1 01 other 
JlfOIH!•lles. Mlhnl111hlps, or lellowshl ps, 111 considered 
conlllbutlons end ere 11111llnw1hle. 

46. T 1antport1tlnn Collt 

Tnruportatlon coils Include freight, e ~pre11, 
c1r1agoe, and pnlltfl't chlllJ!IS telatlng either to goods 
11111chHed, In procon , Of dellverod. Thein coils .,, 
allowable. When such c:o1ll an rudlly ho identified with 
1he lloms Involved, they may he cllroclly costed 11 

tr1n1port1tlon coats or •dtfecl to the cntl of 1uch llecna 
(14180·22). 

Where ldentlllcetlon with tht materl1ls received 
cennot retdlly be m1de, Inbound tr1nsp0111tlon c:otlt 
may be ch11ged to the 1pprop1l1te Indirect cost tccounts 
II the ln1tltu1lon follows 1 contlllent, eqult1blt pro­
cedure In this r111pect. Outbound freight, If relmbursable 
under the terms ol the gunt or contract shall bo tr11ted 
u 1 direct cost. 

48. Trwel Com 

l• I Tr1Vel costs Include costs o f trentportatlon, 
lodglng. subsistence, ind lnclden11I upen1t1, lncuned 
by Institution penonnel In 1 tr1vtl tll lus whllt on 
off let.I bu1lnm. 

(bl Trnel cofb may be based upon 1Ctu1I costs 
lncurnd, or on 1 per diem llf mlluge b11ls In Heu of 
1e1uet costs, or on 1 comblnatkln of the lwo, provided 
the method used does not result In 1n unruson1ble 
chl>fge. The dllference In cott between flrsl-clus ind less 
than first-class 1lr 1ocommodl1tlons Is un1llow1blt tx• 
cept when Im then llrst-cl11s air 1ecommod1tlom .,, 
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not rusonebfy 1v1ll1ble to mHt necessary min ion 
requirements, such H where lest than flrst·d111 1ocom· 
mod1tlons would 111 requl11 circuitous routl~g. 121 rt­
quire 111vel during un1e11on1bfe hours, (3) gre1tly In· 
cre11e tho duration ol ihe fll~t. 141 result In eddhlontl 
coS1s wlllch would offset the tr1nsporte1lon savlnQ', or 
(51 offer 1ocommod11lon1 which 1re not re11on1bly 
adequ11e for the medical needs of the traveler. 

(cl Travel costs Incurred In the norm1I cour1t of 
over1ll fldmlnlstrlllon of tht lxulnest ere 1llow1bfe Ind 
lh1ll be treated 11 lndlrtct cot ts. 

(d) Tr1v1I coslJ directly 11t1lbullble lo specific 
ir1nt or conlnct performance are 1llowabf1 end may be 
chtrgtd to the gnn1 or contract In 1CCOrd1nce with tha 
prlr>Clple of dlrKt costing Is" Section Cl. 

(e) Costs of personnel movement of 11pecl1I or 
m-u Nturt are 1llow1ble only when 1u1horlztd or 
1pproved In writing by the sponsoring 1g1ncy. 
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APPENDIX 1 

SAMPLE INDIRECT COST RATE PROPOSAL FORMATS 

Pe119 No. 

1. Slmpllfied Method 

Exhibit A-Summary of Direct ind Indirect Costs • • • • • . • • . • • • . . . . • • • 40 

Exhibit A· l --Ccmput1tion of Indirect Cost Rite . . • . . . • • • . . . . • • • • • . . 42 

2. Mul tiple Distribution Base Method 

Exhibit 8-Summary of Direct ind Indirect Costs . • . • . . . • • . • • • • . . • . . 43 

Exhibit B· 1-Dlstrlbutlon of Indirect Cons . . • • • • • • . • . . • . • • . . . • • • . . 45 

Exhibit B·2-Comput1tlon of Indirect Cost Rotes for Resoorch • . . . • • . . • 46 

3. Direct Allocation Method 

Exhibit C-An1lysh of Functlon1I Expenditures 

Exhibit Cl-Computation of Indirect Cost Rote • . . • • . . • • • • • . • . • . . • • 49 
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EXPLANATION OF EXHIBIT A 

SAMPLE INDIRECT COST RATE PROPOSAL FORMAT 

SIMPLIFIED METHOD 

This Exhibit Illustrates the computlllon of 1n Indirect cost 11te Where one of the follow Ing conditions exist: 

1. All of 1n Institution's direct program 1Ctlvhles ere serviced by ind receive benefits from 111 of its 
Indirect activities In 1pproxlm1tely the ume degrtt. 

2. TM amount of Federel fundt received by 1n lmtltutlon Is not m1terl1I In r1l1tlon 10 Its other op. 
eratlng revenues end th• work performed with Federal funds receives edmlnlstretlve services In op. 
proxlmuely the ume degree 11 work performed with non-Federal funds. 

3. The Institution h11 only 1 tl~lt direct 1ctlvlty or function with multiple sources :>f funding. 

Under this ITl9thod, '" Institution should first Identify all thot1 1cllvltl11 end funct ions which It performs 
ind the costs 11socl11ed with them. It should then cetegorlze these 1ctlvltl11 i nd costs 11 direct or Indirect. Thirdly, 
It should mike elimln1tlons for un1llow1hle cosh i nd c1plt1I expenditures. Fln1Uy, It should compute Its Indirect 
cost rete 11 shown on Exhibit A· 1. 

The 1mounts used In the comput11lon should be 1t.1pport~d by i nd reconcll~ lo the ln111tu1lon'1 tln1nclel 
steternents, preforebly certified by 1n Independent llcemed 1ccoun11nt. 
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SAMPLE INOIRECT COST RATI: PROPOSAL °FORMAT ·SIMPLIFIED METHOO ' 

A NON.PllOFIT INSTITUTIO~ 

G.n1rol /Unmtrl<f'l<ll F1mda 
G•n•nl .,d Admlnlttmlvo Coon: 

s.i .. 1 .. end w..- . . . . . . . . ....... , . 
Equl.,,...nt a. 0th., C.Olt• EaQondilu<n •• • • 
Fnt'11' 8tneft11 •••• , •• •.• • • • •• • • • • • 
Othtr Eapen'" ••. • . •• . .•. • . . •... • 

Otp<tc "'°" ............. .... .... . . 
OccuPln<V C0111: 

s.i .. 1 .. . ........... .. . . ....... . 
E®l..,...nt end Otht1 Caolt• E•.,.,,alrur,. • •• 
Ocl>1<E•oen- • .••• • •• . • ••. • .•••• 

Public: lletllflon1 .,d Fund Rei11n9: 
Sola ri .. end W OQ111 • • • • • • • • • • •• • ••• 
Otl>tr E•fl'ftWI •. •• • • ••• ••• . •••• • , 

Olrea l'roll"tme llnd , Community s.m-. Publl• 
lnforu .. clon S..VI<•. 01c.I : 

5114a tin .,,d Wl!Olt • • • , , • • , , • . • • • •• • , 
Eou pmont end Other C•t>itll Eaoondlturn .• • 
Othm hpen'" .. . .. .. , • •• •. . .. . • 

Gr""'· Co"""""· #td Off>H Rnrnct'l<I Fvndt 
/Ind. Rn .. rdtl 

Sel• •ln end WOQlll ••••••••• , . • •.•• • • 
EqU<""""C end 01Mr Caoltol E•c-ohu,., • •• 
Ch•or• for 1no1rer:-t C01t n 11mburwmtnr to 

Generol Pund1 ....• , •• •• • , .• •...•• 
Oth1., E•P'tn ... ... . . , .• , .. . •. • , , , , 

Total • • • • 

SUMMARY OF OIRECT ANO INOIRECT COSTS 

Toi• 
Coots 

$130.<. 0 
5.0W 

12MOO 
100,000 
20,000 

70,000 
5,000 

60,000 

!I0,000 
J0,000 

900.000 
15,000 

380,000 

J00.000 
40.000 

80,000 
100.000 

$2,420.000 

FOR TH(! YEAR ENOEO __ _ 
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EXPLANATION OF EXHIBIT A·l 

SAMPLE INDIRECT COST RATE PROPOSAL FORMAT 

SIMPLIFIEO METHOD 

The column 101111 from Exhibit A u e brov~ht lorwud to this Exhibit. Indirect col ts ($400,000) ue divided 
by direct costs ISl ,800,000) to produce the rite of 26.6%. This nte 11expressed 11 a perc:enllgoe ol total direct 
cosh, Ins caplt1I expendlturn. 

11 considered more 1pproprl1te, the ute could be txJl(ened 11 a perc:ent1~3 ol direct 111erles end wages. To 
do this, Indirect costs would be divided by only the 11111111 and wages lnduded In total direct co111 . For example, 
the 11latln and wages shown Ir. lhe direct costs column of Exhibit A Is S l,290,000. Olvldlne this amount Into the 
Indirect costs of $4(1(),000 on the uimt Exhibit would result In an Indirect coat rate of 35. 1"-

Because all fringe benefits wert truted es Indirect com In thl1 sample propo1el, tl111t should be no direct 
cherge1 fOf fringe benefits on the qunts end contrecll to which the ult appll11. 

11,•• 

E>OlllllT A·1 

SAMl'LE INDI RECT COST OATE PnOl'OSAl FORMAT · SIMPLIFIED METHOD' 

T~•h lhhlblt Bl ••• , •••• •••• 

A NON-l'ROF IT INSTITUTION 

COMl'VTATION OF INDIRECT COST AATE 

FOR THE YEAR ENDED __ _ 

Toul 
Cotti 

U,420,000 

Coe>ltol 
E•twndhutH 

Othw 

ttl!l.000 = 

IAI +Ill • tl'jl!g.gg:j • 15.tnr. of totol ""ct corn I"' clfl(rll .. pondh••"· . . ---
' Thi• II • ...,,.,.. onlr, ond It not lfltMdod 10 r><HCflbo ""'thodo of chtrtlr•I cottt. 

Olroel 
Cottt 

1 1,800.000 _...,.,.,.. 
(81 

Indirect 
Coott 

.... ----------------------~~~~~~~~~---~-

EXPLANATION OF EXHIBIT B 

SAMPLE INDIRECT COST PROPOSAL FORMAT 

MULT IPLE DISTRIBUTION BASE METHOD 

Thi• Exhibit llhntrates the compu1111on of en lndll'f!ct cost ratelsl fOf en Institution with two or more direct 
prooram ectlvltles which do not tll l'f!celve services or benefits from lit Indirect ectMtlH to the same relative degr". 
The total eotts of e mulllple activity or91nl1a1lon •e first grouped Into the broad catevorl., of direct end Indirect 
ooats. The pools of Indirect costs are further grouped eccordlng to the direct progrems/lellvhles they service, I.e .. 
Community Serv1CH Actlv111.,, Fund Raising, and Resetrch. (For purposet of thl1 lllustratlon, assume that tht 
Federally spomored research Is Included In the R""arch ectMty.) 

Before this grouping 11 made, c:aphal expenditures and certain untl lowebla eo1t1 are ellmlnated in columns 2 
and 3. In addition, an edjustm.nt is m1de In the fourth column so that the treatment of fringe benefits In lht 
proposal m1y be con1l11en1 with the Institution's t reatment of hinge beneflll for Rneerch. (Thi• adjustment would 
not be necetury for Institutions which conslstently treat t tl fringe benefits 11 Indirect costs, as In Exhibit A. or 
~hlch ellocate frlnQI! beMflts oo their books to tll acllvltles or functions, 11 In Exhibit C.I 

Tht fifth column •hows the adju,ted flg11r111 for each cost conter. Noto that, 11 a result of the ed)ustment madt 
In column 4, eech llne Item In column 6 now lncludtt Its share of fringe benefits. 

The rexl throe columns show the 1djusted Indirect cost pools grouped 1ccordlng lo Iha distribution method 
cho1an. The Int column shows the adjusted direct costs ol each of the lm1l1ul100'1 functions. 

Set Exhibit 8· 1 for the eclut l distribution of the Indirect cosu and Exhibit 8·2 fOf the computation of the 
Indirect cost rates for R"earch. 
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SAMPLE INDIRECT COST RATE PR<l'OSAL FORMAT-MULTIPLE OIS7il1BUTION BASE METHoo• 

Frin90 Bentflll • • • ••. • . • • . •• . • • 
G........, a. Admini11111iw CDlu . ••• •• 
Qccupancv Cota •• •• • •... • .•••• 
Qe-prgiat1on • • • • • • • • • • • . • • • • • 
Loa on EmolCl't'H Cat.tor•• • •.•.•• • 
Oirft:t Com of Communo!V s.Mce 

Activhin ... . ... . ..... ... . 
DirTc:t Cont ol Fund R11rin9 ... • •• •• 
Oirec:t Cutts of R .... .,, • .• ••...•• . 

Total Com 
per 

Boolu 

I 5500,000 
500,000 
750,000 
700.000 
2 25,000 

) 4,000,000 
500,000 

1.500.000 

$7,975.000 

A NON-l'ROFIT INSTITUTION 

SUMMARY OF DIRECT ANO INDIRECT c·; .;rs 

FOR THE YEAR ENDED----

Lns: Lou: Ad)unmrr1 ~djunad 
Caoi!AI 

Eal»f1dl· 
Unallowol>l1 of F11n9'! To1ol 

ru .... • 
Com B1net1 1~ Cosu 

ISS00.0001 
ISI0.0001 s 1$10,000) 41.000 5491,000 

15,0001 ¥.!,CCI) 604.000 
• 125,000) 175,000 

9,500 34,500 

150,0001 352.500 J.J02,500 
38.000 S38.000 

180,0001 1,420,000 

1$1'5,0001 1165,0001 $7,765,000 

lndr..ct ~a 10 B• Olmibulld on 

Toral I Floor I No.of Dir Kt s-- Emolov-Coca 

$191,000 
$804,000 

175.000 
$34,500 

5'91,000 S1179,000 Sl",500 

Olrwct 
Com 

$4,302.!500 
538,000 

1,420,000 

sa.:zeo.500 

1Thit .....,unt indu .. t Ill lrlr191 bofttfits lncurTad by IN 1n1tltu1lon taCIPI thot1-lltlllllt10 d1r..:1 ,.,.,..,of rnowch. R- ch frir>te be<iefil'I arw -"*'In this illu1111tlon 
10 h ... bKn charvld dlrtcttv to tllt P<Oi0<11 and .. ind...i.d in IN S 1,500,000 "'°"'" • diHcl coca. 

1The loot on ErnotCl't'M Caf•te'11 i• tll• net flgure 1ft!lf offseni~ cai.Ttri1 lncomt. 
Jl ndudld in tllit ""°unt •• th .. 1 IVPlt ol unollo-• c .. 1110 ,.;,;en i'ldlrwct costl - allocoblt, In acc()(d1nc1 ""''"Pora. C. 2 of mt Coot Ptlnclpln. 
•on1v curr•nt eaPonditum lhould bt cori1ldtffd In-oping lndlrlC1 cott ram. Th111fe>r1, equipment I nd othu ..,ital htm• .. ududed. 
'Th"' unollo-blt com 1ncludl wch ittmo • ln1•nt ••-•· .,,...,.nment. charir.ble con11ibu1iono, 11c .. 10 which .,,.,.,,.,,. C. 2 ol mt Coll Principln It not OOPJIClblt . 
;The """"'nt ocludtd It th• d1Qroci1rion 1117•butablt 10 •Mii Un1neod from FodeBI fundl, or on Hu n ulfd for COii she<l~ purpo-
Thi1 1djunmon1 it ,__v to m1ln1aln contk11ncy of '""'"'"'" · dnc:t ontv ti.. •- ch cin>1tc11 ,,.._ t>ten ctwoed ditac11V '°' 1i.;r.,,... of 1r1,,.,. t>eNlltL IS• no1e 1, 

1bo .... I Tht 5500,000 11 .,;11rlllu11d in prop0<1lon 10 ell other -'" and -. " 10110 ... : 

S&W 

o.- & Admln1nmhl• s~.ooo 
Ocr:u09nCY 500,000 
c.fenrla ll0.000 
Community Sortie" 3 .000.000 
Fund Roltln9 325,000 

$4,255,000 

' Thh I• 1 ...,,p1. oniv, and io not lnnn<Wd 10 c>toteribt mett>odo f0< chergl~ com. 

Prrnnr 

8.~ 
11.B 

1.9 
70.5 
1.6 

100.°" --

Fr.BtMlill 

5'1,000 
59.000 

9.500 
352,500 
36,000 

5500.000 
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EXPLANATION OF EXHIBIT 8·1 

Thi• El<hlblt demomt11tn how groupo of Indirect costt (n dovtlClll'ld In E•hlb1t Bl moY bt dhtrlbutod to the 
ln1t11u11on'111Y1nl functions, 111lng for 11ch group~ .. method of apportlomM!nt most app<optlllt to It. 

Tht lint thrN columm show the dlrtrlbutlon ol ll'nual and odmlnlilrttlve costJ, totollng $491,00'.l, btlod on 
tottl direct co1t1 nclusl•• of copltol ••ponditurt1 ond .,y other dlm:t costs that would dlllort Iha 1lloc1tlon of 
Indirect cott1, for -h of tho lretltutlon'1 functlon1. 

Tht next t!lrN columm dl1trlbut1 $9711,000 of occupency costs and dtp<tdllfon, baHd on tqUara fHt of 
ftoor 1pece occupltd by tho dirtet actlvltltt. 

Tht HVtnth, tf'1th and ninth columns c!istrlbutt the fo11 on 1mployM1' ctftttrl1 bnod on the number of 
ompoytt1 to whom tho cof1terl1 h ordnorlly .. 1H1ble. This would u1u1lly lnc1ud1 111 employ"' 111tlon1d at tha 
oioonlt1tlon'1 m1ln fec111iy 1t which the coftterla 11 1ocoted. 

These groupln111 and melhodl of 111POrtlonmmt ' " thown only n 111111ttatlon1. Other grouping• Ind mtthodl 
of tpponlonm.nt may bt Ultd, II moro ~pprop<lata to tht ICluol clrcum1lancft of • glvon noo11roflt lmtltutlon, 

EKlllllT 1·1 

~AMPLE INOtneCT COST RATe PROl'OSAL FOA~IAT . MULTIPLE DISrnlOUTION 8115e MHllOO" 

A NON.PROFIT INSTllUTION 

C0tt""'1i'1lt'I' S•r.I~ • "4,l0:1,500 (II U 
Fu••<lnohlnt • • • • llJl.000 UO 
"'-"' • . . . • . • 1.4ro.ooo n.1111 

DISTAl8Ufl0N OF INOlllECT COSTS 

FOil TU£ VEAR ENDED --

Oh1,lbu1I04'! 
ol lndlfllt l Squ.,• '"' 

Com 

$331,418 
47.111 

111,390 

48,000 
0.000 

74,000 

00 
10 
JO 

SSll,400 
91.800 

:1113,100 

Tolll . • • , • • • S0.260.500 100 00 S4Dl.OOO 00.000 100 19111.000 

643 

• 14' 

100 

71.51 
1.14 

11 .:111 

10000 

1'9.187 
JVJ 

1,3•& 

stSl,&17 
140,&19 
417,404 



EXPLANATION OF EXHIBIT 8-2 

Thlt Exhibit showi how se111r111 11tn for 111 1ellvlty (11111rchl conducted 1t Ill Institution's m1ln f1elllty 
(t..,,.llttl 111d •t remote locations (off·tlttl mty be dtvelo~d. The 111u1nptlon 11 made lh1t occuptncy colts hive 
L,en ch11ged directly to the Olf·1ltt r11111dl pro!-ch, In tht form of rent. In -6dltlon, It 11 nsumed th1t the 
tr~oyMt ll1tlo11ed 1t off.slit locttlons do not u11 lht tmployen' c1~111l 1 to 1ny significant utent. 

A lltt component 11 compultd IOI' ttch of tht thrff Indirect Cott oroopa tppllceblt to rnttrch. Tht tmounll 
.,.,. ltktn directly from bhlbll 8-1, Since G-r•l end Administrative c:otll (S111 ,3691 "' tllocable to tll meudl 
poftcll, tht beM for the rttt c:ompoNnl lncludn 111 drtet retetrdl 11lttln tnd w11ges (S994,000I. Thlt rnutts In 1 
11t1 component of 11.2". Ocaipency end Otp1td1tlon (S293,700l 1nd tht Lou of Employee C1ftterl1 IS7,346l 
.,, rtf.itd only 10 tht on·slto direct rtMtrch 11l11lts ind w1gu, 1nul1lno In rttt components of 38.7" tnd .9" 
rt11*:1lv1ly. 

Tht on-tlte rtstlfch 11te, 48.8", ls the 1unl of 111 three file components. TIM olf·1lte file, 11 .2"· ' 'simply the 
0.111111 Ind Admlnlstr1tlv1 1111 component. 

Thete 111n "' • II expressed 11 rerwnt .. of lllrect rtturch lllltrltt ind WllllfS, Other 11t1 1>1111, such • 
dlrtet r1111rch 111111111 llld WIQll plu. tppllc1blt fringe bentlll1, or tottl direct resurd1 costs Ins coplt1I 
txpendlturff, mt y bt uttd II mort 1pproprl11t. 

II the rt we111 no ofl-1lt1 r1111rch, or II th1 tmount of off·tltt rt1tm:h wert rtlatlvely 1m11I, 1 single composite 
rite for Ill resHrch pro)ecll would bt dtvtloptd by rel1tlng tot1l rt111rch ltldlrtct c:otll to the 1lnolt rite bite 
chottn. 

This Exhibit refitet1 tht development of lhe 11111rch Indirect a>1t pool ond rate only. Should 1n Indirect cott 
rat1 be rtqulrtd for t ither Community Strvllltl or Fund Rolslno, 1lmll1r 1chtdul11 lhou?d bt prepertd 1ubstltutlng 
the distrlbutlon1 to tech of tht functions 11 rtfitcttd In Schedule 8 ·1. 

llCHt•tT•·2 
SAMPLE INOIAECT COST AATE PROPOSAL FOfllMAT. MULTtrlE-OISTRlllUTION BASE METHoo • 

A NON· PROFIT INSTITUTION 

COM,UTATION OF INDIA£CT COST AATEI FOR AESEAACH 

0-tl ond Adml•lollott.. Co"t , , , , • , , , • 
~ ond Ooptoc.lo11c>n ••••• • • •••••. 
Loft •• £molo...-•' c.1 . ...... .. ..... .... . 

To1ol .................. . ...... . 

FOR THE YI AA ENDEO ---

1nc1koc1 °""' 01t111>u1od 01roe1 n-ch s.ri. 
10 ,._di onJ w- Bo• 

""·"' 29J,700 
7.ltS 

'4t2,404 

o"''''' "''' 

11.n 
)11.7 

.I 

48."" 

Oll·tko Rolo 

11.711 

11.711 

1 tnc:~rloo _.11o11t, tick '-•· oncl holldeyo INolo: II WIV 01hor lrlnot booelllt "'" 10 bo l11Clud..t 111 lh• r• I• bo,., do1ollt °""uld be 
provlclod.I 

>111e M4,000 dC1ocl •-ch ooiarltt llnd - utod In 111' etlculotlon ol lho 0 ...... 1 Admlnlt1ro1lvo ltl• compononl lnc:ludoo ballt 
on..i,. ond oll·•l!t ....... ond -t. C.'111110 dhcl •-ch cal0<ltt ond -· ol 11114,000 .,, nol lnclud•d In lh• bo,.10< cotculollon ol 
!ht~-,. •• Oopcoc:L>1lon ond l .. on fmplov- · C.lt111!1 r•t• COmf>O<l•nlt • "'Pl•lnod """"'· 

'Thlo 11 1 ....,P• only, ond 11 nol lnlond<d 10 "'"'"Ibo mtlhodt 10< ch0<glno c011lt. 

EXPLANATION OF EXHIBITC 

SAMPLE INDIRECT COST PROPOSAL FORMAT · DIRECT ALLOCATION METHOD 

The ~1oposal format ntustreted In this EKhlblt Is sulttble for those non·proflt Institutions which elect to 
ch11ge dir~ctly to their programs lfld activities •II eotts eKcept those ldtntlfl1ble with the gene11l edmlnl1t11tlon tnd 
fund u lslng functions. Th• system used by such lmtltutlons 11 dtscrlbed In Stctlon II of this brochure, under the 
htedino "Direct Alloettlon Method." For lllust11tlon purposes, 1ssume thtt Fede11Uy 1ponsored progrems tre 
Included In the Resetrth ectMty. 

The first column II~., tll tKpendlturt1 mede by the Institution, whether from general or restricted fullCS. In the 
second column. cepltal upe1::fiturt1 end thou types of unellow1ble costS to which Indirect costs ere not ellocablt 
(per p111. C.2. of the 1:011 Prlnclplesl 111 deducted. The remalnlno com t r• dlttrlbuted Into columrii thtt Identify 
Generel end Admlntw1tlve Expen1e1, Fund Reising eK~nset, and "expensn Or etch Or the Institution'• dlrtC1 
ptogrtm1 ind ectMtlu. Thi d11slflcatlon Into thno cetegorln may ordln11lly be Uken directly from the 
Institution'• fln1ncl1I sl.1tement1, Community Action Agencies mutt r1duce the com lhat have been distributed to 
the column for Gene1·1t and Admlnlst11tlve Expenses by any funds recelvtd under Se~'11on 221, Economic 
Opportunity Act of 1964, 11 amended, which were required to be eccounted for by the Office of Economic 
Opportunity 11 Accoun1 01 fundt. 

The column totah ere carried to Exhibit C· 1 for the computttlon of the Indirect eott rate. 

The methodology lllustret•d by thlt method must be followed by those Institutions which use the Sttnd1tdl 
of Accounting and FJ.iancl1f Reporting for Vofunrery Health find Wefflf'f Org1nlr1tfons when reporting to 
non·federel agencies. 
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EXPLANATION OF EXHIBIT C-1 

The totals for General and Administrative expenses 1nd 111 other costs are taken directly from Exhibit C. 
General ~nd Administrative expenses ($62,200) Me divided by the toul or All 0-"'>er CostJ ($637,900), resulting In 
en Indirect cost rate of 9.8'l!t. Thk rate is expressed as 1 percentage of 10111 direct costs. leu capital expenditures. 
However, if the institution ls 1 Community Action Al/t!ncy, then the General and Administrative expe~ ($62,2001 
must first be reduced by any funds received under Section 221, EC«10mlc Opponunity Act of 1964, as ame~d. 
~ich -re required lo be accounted for by the Offict? or Economic Opportunity ai Account 01 funds. 

As In Exhibit A· 1, the rate could be ex!>fused IS a percentage of 6rect salaries and~. by ining as the 
drnominetor of the r!lte computation only the salaries M1d WageJ Included in the $637,900 of All Olher Cotts. 

fJOe91TC1 

SAMPLE INDIRECT COST RATE PROPOSAL FORMAT· DIRECT ALLOCATION METHOO' 

A NON·PROFIT INSTITtlTION 

COMPUTATION OF INDIRECT COST RATE 

FOR THE YEAR ENDED ---

c;.__, .,,.i Ad..,;ni1tntMI E•-

Alf Othll' Costs 

ProvrwnA •••••• • •• • •••••• • . •••.••••••••••••••••••• . • • 
Pr(9am 8 .......••. ........ . · · · · · · • · · · · · · · · · · · · · · · · · • 
R.,.etchProgr.m •• •••• •••••. • • • •.•.•••••••••.••. •.•• • ••• 
Fund Ro;,lng • • • . • • . • • • • • • • • • • • • . • • • • • • • • • • • • • . • ••••• . • 

A+ 8 • .~ • 9.11% of totel C.roct eotn. l•ts c.pltel upendhurn 
..... 7.900 -

S311.."'40 
70.055 

101.525 
154,0llO 

I '62.,200 

I.Al 

637,900 

181 

1 Community Action Allf"Clft ITN1l r1'duc9 th• G_,el Of1d Adrnlnktntlw Ex- totel by ony ollo-bl• eottl bomo 
by S«tlon 221, Economic Opportunity Act of 1964, u ommdod, wlllch _., nqulred to bo oeu>unted lor by tt>o Olllco of 
Economic Opportunity• Account 01 fundl. 

•n.1t 11 e .....P• only, and h not lnt1nded to -Ibo nwthods ror charging cortt. 
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EXPLANATION OF EXHIBIT C-1 

The totals for General and Administrative expensn 1nd all other costs are liken directly from Exhibit C . 
General and Administrative upenses (S62,200) 1re divided by the :otal or All Other Cosb ($637,9001, mulling In 
an Indirect cost rite of 9.8%. This rate Is expreued IS a percent• of total direct c:osts, less apltal expenditures. 
However, II the lnnltutlon Is 1 Community Action Agency, then the General and Administrative uperYis ($62,200) 
must first be reduced by any fundl received under Section 221, Economic Opportunity Act of 1964, M amended, 
v.tilch wete required to be accounted fnr by the Office of Economic Opportunity as Account 01 funds. 

As In Exhibit A 1, the rate could be expressed 11 1 peroentoge of direct salarln and wages, by using 11 the 
denominator of the rate computation only the saluln 80d weges Included In the $637,900 of All Other Costs. 

llO•llTC· I 

:!AMPLE INDIRECT COST OATE PROPOSAL FOAMl'.T ·DIRECT ALLOCl\TION METHOD' 

A NON.f>AOFIT INSTITUTION 

COMPUTATION OF HlDIRECT COST RATE 

FOR THE YEAR ENDED ---

G• nlft4 and ildmlnlll,.11"" Eapen- . .•• • , • .• , •. .•. • •. •• , • • ••. ••••.. • .• . • , • • , , 

All Ott. .. Com 

,,...., ... ···· ········· ········ ·· ·· ···· ········ ······· 
Pr.,.am8 , • • •.•• ••.. . . • . • • • • • • • • • • • • • • • · • • • • • • • • • · · · · 
n ..... 11 p,...,.,,, . .. .. .......... . ...... .. . . .... . . . . ..... . 
Fund Rahing ••• • • • ••• , • • , •• •• • , • .••• . • •• •• • , • . • • ••••. , 

lndi19CI Cntt A•I• 

A + 8 • sll2·= ~ 11.11% of lotol dlroct co111, l111 <llllltol optndlluret 
1. -

S312.240 
70,0&S 

101.625 
!M,080 

I $82,200 
= 

IAI 

1137,900 

IOI 

'Community Action Agenda• mutl ,..,.,... th• o-.i •nd Admlnkll•tl• • ea_ .. IOtol by ony 1ll0 Mbf1 COlll botM 
by Soctlon 221, Economic Opportunity Act of 19114, H •mended, ...,Ith _,. roqulrad to bo accounlad lor by tht Olllco of 
Econnmlc ()ppoftunlty .. Account 0 1 f~Nh. 

'lhl1 It1 ••"!>I• only, •nd It not Intended to f"HC•lbo mt1hodt for charging cntt•. 
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APPENDIX 2 

PROCEDURES FOR SETTLEMENT OF INDIRECT 
COSTS ON DHEW PROJECT GRANTS WITH FINAL NEGOTIATED RATES 

Introduction 

The purpose ol this Appmdh1 Is to define procedures for lmplementir.g requirements of Chtpter 6·150 ol the 
liltEW Grants Admlnlstrttlon M1nu1I. The ch1pter relates to the award and settlement ol Indirect costs on 
DHEW p<oject granu ind the method for effecting Hlllement of claims for unrl!CO'lered indirect cosh resulting 
from the e1teblishment of fln1I nt90tlated ratu. lnst ilutlon1 receiving grant support from the Department of 
Health, EduC.ltlon, and Welfare muu abide by thcH procedurtt in the preparation end rubmlnion of the 
Summ11y Report of Expenditure Adju1tmont Sheets 10 that the revl~. valk41tion tnd aubsequent Hlllemenl ol 
11Ubminlons mty be accomplished In a timely m1nner. 

Gr.,ta to be Reported 

A. When a final Indirect coll ralt Is established, the grontee Institution Is expected to Initiate any llC!jullmonts 
resulting therefrom. Refcronce shtJUld be made to tho subsequent section of this Appendix, Method of 
R~portlng, to determine the procedures lo be used In Identifying grants req!Jlrlng adfustment. All project 
9<1nts governed by 1 llnal Indirect cost 1110 negotiation agreement shall bo reported whether en adjustment Is 
due or not. Upward lldjutlmerttr wlll not be considered If a final Report or Expenditures has not beon 
pteYlously submit led, 

8, Certain reseerch g<anu tre subjoct to st1tuto1y or administrative !Imitations IS Indicated: 

I. Grants wllh 1w11d dates from July 1, 1966 th1ough October 17, 1966 are llmltod to actual lndhect costs 
or 20% of TDC, whichever II the le11er. The tlmlt1tlon Is ellectlve only for the budget period of the 
award. Related continuation grents wlll follow the policy st1ted In paragraph 8 .3. below. 

2. Continuation ind competing naw tnd renewal gr1nts 1w11dl!d October 18, 1005 through Febru11y 28, 
1966 are lhnl tod to oax. of 11etu1l lndlrtct cost1 or 20X. of total direct co1ts. whichever Is tht lesm. 

3. Continuation gr1nB related to pro~cts, the Initial yeor of which WH ow11ded prior to Merch 1, 1006, 
shall ho ll01lted to tho 111111 of 90'll. of rictual Indirect costs or 20% of tot•I direct co111. 1 t should be 
noted that the aw11d d1t1, not the st11 t d1te of th• budget per iod, Is controlllno for purposes of 
llotermlnl1111the1ppllcable time period. 

~. Gr1nts thll received a reduced Indirect cost ewn1d duo to the 1bsonce of 1 negotiated Indirect con rate 
&g•cement wlll heve .Jjuatmenls computod on 1 pro rota b11ls subjoct to the number of months lndlrtct 
cosu w111llowed. 

C. Institutions with flod or predetermined 11tu may stlll be ellglhlo for sottlement under thoso proccttlu1t1. The 
attorla for de1011nlnlng settlement ellglblllty Is b•sod upon the o<•ntee recolvlnv full lndhocl co1t entitlement 
for Heh riuallflell grant using tho tpp1oprl11e negot lall!d ratei lor Iha g11nt petlod Involved. II lull Indirect 
a1111 have not been received, then the 1umm11y ll1t lng\ \11oohJ be completed and submitted In ncco11J1nco 
with the procedures eontalMd In thh Apr1endlx. 

Porlod to be R~po111d 

G11ntoo1 shill UM the Surnrn11y Adjustment Sheet for •II grant budoot yoers beolnnlng on 01 aher July t, 11105. 
Adjunmonts shall be reported lnr lormln1I yurs ol grants 11 wall 11 preceding yenrs. So111rntn Sumrnn1y 
Ad)ullrnonl Shee ts 1hall he submitted lor ••ch f1dor11/ flte•I yiMr and wlll con tain grants aptrllcalilo lo that yanr 
only. 

Method ol R111ortlna 

A. All proJoct v11nh will hu listed on thn S1rrnmuy Roriort ol Exriondltur as Atljustmont Shoot In llCtortlnnco 
with lhe hrrr11al 1h11wn In tho .unchetl A11110111ll~ 2a. A seriarnlll adjuumont 1huot wlll I.lo preparml lor onch 
Agcmcy for anch ft1dr!t•I flscal ytar showing only those g1•nts having • budgcit rr~r lot! 1t•fl within 1 hn1 llscnl 
year . Gra1111 shall ho •rrM1gu1I In nurnnrlcnl order by tnnsacllon numh<11. Whan mnra than ona r•te op11lles to 
the urna gra111 butluol year , tho nr1011 data ftppllcahla to each rote""'" must ho 1hown on snpuate llnftl CJI 
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the "me page. Expenditures are to be shown to the nearest whole dollar by roundln9 upwa• .:s for S.50 or 
above and dropping amounts of S.49 or less. The columns headed "IC Adjustment," "Cost Shv'ng" and "Net 
IC Adjustment" shall be totalled for ~u:h A~ncy. As 1 fu rther 1ld In identifying Information r~rr ested under 
the summary report headings, explanatory footnotes have been Included on the sample report form. 

B. To auist gtmtee Institutions In reporting project grants •nd expedite the proamlng of Sumn•ary Report of 
Expenditures Adjustment Sheets, the N1tlon1l Institutes of Health wlll provide separale tabulated llsts by 
F~r11/ fiJJCa/ yHr of NIH grants and grents from certain other organizational compoMnh of the Public 
Health Suvlce subject lo adjustment. Listings from this source wlll be forwarded and will be In the same 
lorm1t 11 Appendix 21. Sufficient splCe will be provldl!d bene.th nch heading for Insertion of required dau. 
The grantee may return reprnducl!d copies of thh form as Its completed submission. Due to the po11ibilltles 
of omis.slons occurring In such llsting1, the re1ponslblllty for reporting ell project grants remains with the 
grantee. It will also be the responsibility of the grantee Institution to prapare separate adfustment sheets for 
each DHEW agency not reprttented on the tabulated fists provided to It by NIH. 

Accoontablllty of Settlement Funds 

A. When validation (by DHEW Agencyl ol the Summary Report of Expenditures Adjustment Sheets for uch 
fiscal year or series of fiscal veers has been accomplished, the 1esultln11 payment or collectlon of lunds for all 
DHEW Agencies will be handled through the Office of Financial Management, National Institutes of He1l1h. 
A single Trusury Check or Bill of Collection wlll be sent to each grtntae Institution based upon the net total 
dollers of lndl1ect cost lldjustmants s1Jbmltted and approved. All flnancfal transactions wlll be processed 
outside the Departmental Federal Assistance Flntnclng Systom rather than through normal grant 
payment/collection procedures. Therefore, to maintain o ieconcfllno balnnce with g1en1 funds previously 
iecelved from DHEW, grantee lnn ltutlons sre Instructed to chtrgo 1n eccount other than the urlglnal grant 
acGount with any Indirect cost 1ellloment funds rece ived 01 disbu rsed. Supplemental award nolicos wlll not be 
Issued lor llpwtrd odjtntments. 

8. Allot the lldjustmont sheet Is 1ubmltted, neither lnc1oasos nor docreaso1 In Indirect costs duo to the 
appllcatlon al fln~I nl!llotlnted ratos 1rc to be teflcctcd In 1ny way on Individual Report of Expenditures 
previously submitted and/or processed. Adjustments to direct costs wlll contl11ue to be reported In tho usual 
manner. 

Tnnsmltttl Rtqulrem.nts 

A. When flnal Indirec t coil 1ates 110 nQ1Jotlatcd, tho DlfEW Olllco of the Roglon1l Comptroller wlll remind 
grantees of the rcqul1cmont to submit a Summnr y Report a l ExpondhurM Adjustment Sheet within one 111 
yoar from tho date ol execution of 1ho neqollatlon 111Jreement. If Summary Roporl of Expenditures 
Adjustment Shoots arc not received within the lime llmltnt lon, u11w11d 1dJu11ment of lndlr•ct cosu wlll not 
be comldered. 

U. The guntoa wlll prepnto an orlgln1I and two 121 copla1 of the Summory Adjustment Report, cortlly to the 
oco111cy and complotenon uf tho date reported, and forward to the lollowlnp 11ldron: 

Dar1artmftnt of tlenlth, Ecluc1tllon, andWntlnrc 
Natlonnl lr11tltutes ol 1 lnnlth 
Olllco of Financial Man•uumont 
lndltect Cost Ma11n(JCmont Soetlon 
Dulhllng J 1, Ronm D 1007 
Ootho1da, M11ylnnd 20014 

Acknowlndgn1nant wlll hd "'"' tho grontoo lmtltutlon 1111011 1ocolpt of their sohrniulon. Coplds of thn 
Summary Adjmtmnnt Re11n11 wlll be dlstrlb111od by Nill 10 tho nppllcahlo rt~glonnl Aurllt Olflce and to ench 
nw1rdlno Auuncy. 

C. Dheel ln11ulry reQ<1rdlng tho subject metorlal contained heroin may he m111l n hv contacting thn Indirect Cost 
Ma nnuumont Section on (301) 41l<1 ·6:lt!l. 
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SUMMA"Y REPORT 01' EXPENDITURES 

AO.lJSTMENT SHEET 

, ...... _ -V~!!~i~ou~•~--------
....._ Any-•. U.S.A. 

l/C Ra• Al-a.. ,.....,.1-:11,,.1.....,.~..,.....==~=:-: 
M,...,_. ,..._ (,_f, Fl_, v-1 711/86-6130/8' . 

Gront ""'mbtt • Grtnt &u•t Period Allo..at>jt Coll.,_ Fina l/C Aatt AU-- l/C Ptld llC TunMCtion Numbtt 
Gortemint Caw From To TOC 54W Tt>C .,., 54W ·ll. IC Amount Ptt ROE Adjust,,..., I 

111 121 131 t•I 151 161 
N1tionel tnlti· 

tut11of Heefth 

IAI 01°010000 l·ROt0HE·IOOOC>01 11/1/66 7/31/96 $20,000 sa.ooo •O.OO SJ,200 Sl.<IOO S800 

181 02·020000 !>-R01·HE·~ 311/116 21'11181 20,000 8,000 t!IOll.xlO.OOI 2,llO 3,900 (1,4'°1 
GO 311185 

ICI 01°030000 I 0ROUM-600C»O I (fl/56 3131/87 20,000 B,000 eo.oo •.aoo 3,200 1,800 

trll 01·031000 l·~Ol·AM·(OOOl>Ot 12/1/65 11/30/M l(I 000 8.000 20.00 •.ooo •.ooo 4 

tEI 01·040000 l ·R01·AM·5000001 5/1/18 (130/87 20,000 a.ooo (().OO 3.200 •.ooo ~ 
~ 

NOTES: 
ucno"'I ·Prop .. _. .. ldfuat,..nt .-1 ror •- Aft«tcy fOfflC8 of Ec1Uce1lon, NIH, Sia, tic.I. Sii- emouna to nc-t-• dOllot. 
111 Obtlin nu- from- 1111-1; """'ti In nutMriCll onlef by llw digitl of tren-Uon nu-. 
121 c;.,..,nlnt 01'9 • F0<C1>ntlnulnt P<OIO<U f0<wllldl tllt0<ltinll - -..- btfOl9 Merd1I,1916, indlcatl tmfct-.ld .... 
131 A...,,d 111-.blt COt1 I>.- dl-ll>lt to -t: If"- dflltro111 from TOC ot saw, 111111 ll'lt fonnul1 Ultd. 
141 si.- 1 llne tntrf f0<- dlff-nt lndlrtet coot rt• Ultd for 1 -t. 

Coot Not l/C 
$1\tring ~· 

t7l 

"°" S1IOO 

4 l1.4"IOI 

BO 1,520 

.(I. .(I. 

~ 11901 

~ ~ 

151 Tho 11,.....,.1 IC -'"t 10< ""'"11 ••bf- to •WUIO<Y 0< ldmlnl11,.dw llml111tlont sllould ,,.,_only tile 1.-int Ill-• up 10 !fie llmluuton. The Ill-• 1m01Jn1 
In ow. Int- should be foomo1td t nd upllinld. 

181 A--'"'~ lnOlttct -I paid to your lnnitudon •,,.,_on 1111 '"""" f-1 of .. pendliu-. 
171 II cort slltring - reftoewd In""""- lndlr.ct CC8t .....,..nt clti....0, cotnoutt-m 10 tn19f In !Ills column bv multlP4yln9 dall1n ol IC atjustmen1 "cost Sll•lnv tal8. 

Of1'"91fd 11111 column If., lnnitudonel a>tt lhtrin9 ,..tnod 11 ultd ,.thtr tllon Cort 11\eting by lndivldull .,..,t fot tlltl porlod lndlcattd. 
181 Aott tln<NtM 311 mtndtlO<V f0< uoo on 1ll ;r1n11-docl If tor July 1. 11171. A- lliem111.,. 3 "'"""' t11111nt lndlr.ct co11 r11n ntabllslltd for tr:• porfO<J In w111cn 

diroc1 ••Ptndlturw .,. ICIUtllv ..-.. .,Olitd to 1n- upondttu ... Thot ,...,. tflet _, 9n111 budget v- 11111 cso. not coincide w1 1n 1 grentM'1 tt...i voor will 
ol>W'(I n ... ,_ lndlrtetCOlt rotnfl>Pll-tottdl """tbud9ft v-. Prlot to July 1, 11171, --could ..... lltct to .... ottn .. A118oltwll1tlw 20< 1. Aott 
oltomotlvt 2 roquirod 1n11 tllt lndlroct cott rm ottllll lslltd for tn• lltc:W ponod In ""''en tn• _....... .. Un 1111111 ol tllt 911n1 budvtt v•• OCX1lrnd - IQl>lltd to 
111• .,.,,,. gr .... 1 budgtty-. Al to tittrnetlvt 1 .-quired~ Ill• lndlroctcost rolllfttlllllltfled lot the 11 .... v-in ,.,,,en tlMl -1 buOgoty-boQoti be OPC>litd to the 
ontlro 'lrlnt buOQOI yoor. 

(Al Provhlonol rtl9 ol 3°" saw- flnollrtd ot '40!l saw (IC 1.-int ualn9 llnal ,.t• l1 ln11nen ::0. TOCI. I"""°" Cott•tv lhll tM - lnlonnollOf! II true, 
(01 ~~c:i:::-: ;~wi'. 5°" S6W - llnt llrtd II 3°" SaW l!l0/20 pOlfey _.,., dalm llmiltd to~ X compi.,o ond axurolt 10 lllO- ol my k""""'°9t #'d 

f. 
l 
f 

(Cl Provhlonol t1l9 ol '40!lo saw - llnollrtd tt 6°" S6W Icon Sllored l!lrou!lh lndlvidull cmt tflerin9 :NI n1>1n1!111lln ,_.od h _ _,mid• in ..-.i.nco ~ 
a9f~t .. 6• of totlll project COttll. wh~ lllOf'OOf'iete _,_,, Poflcia Ii~ 

tOI Prcmtlonal ro• ol ~saw - llnolllld 11 7°" saw t!I0/20 Polk:v IQllll•, dolm llmltld 10 2°" Tt>CI. "; 

IE_l_P_•_ovl~ll-one~l-r1-tt~ol-5°"~-..sa-w~-,-.~fl~no1-1nd~-·1-~r~-sa~w .... 1•co~n..,,."'_•"r9d""'5~,.~111~11>1i911 .... ..,.lnd .... ~~lduol~l""lcoot"'"~""'~~""""'""'~""',......,,..,...,,,...,..,.,,.....,,....,.. ......................... _ , ,·.: 

._,ne _..,.11. s1n11u11 a T11i. 0111 
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SUMMARY REPORT OF EXJ'ENOITUAES 
AO.AJSTMENT SHEET 

l/C Ila• Al-dw 1 (81 
...,;....- r..w "=-.,...,--. F"'1-_.""""'v"'"---,1-=-11"'1""/fJ6-=--..,.6/"JfJ/==w t,.VGl1MM ..:V"'w-.==--------

""""- A....-.. Vs.A. 

c ..... -. Cnnt 11ud9rt Poriod All.,,.oi»t Cou S.. Final l/C R•,. All.,,.11>1« 1/C "8id 11:. Tr.......::t!Oft Hutnmr Gow..--.o ... From To TDC SAW TOC ·1' S6W·ll IC Amount Pw AOE Adi.mn-t 

(11 (21 (JI l •I 151 Iii! 

'""""" ,,,.... 
tlM:I. of ......,°' 

IAI 01.010000 1·R01·HE· 100»01 il/1/115 7/31166 rnl.000 sa.ooo '°-00 S3.200 $1.400 S800 

tBI ()2.02!XX)() ~R01->;£.2()0()GC2 311/66 2/29/57 20.000 8.000 l!IO'blO.OOI 2.1tl0 J,eoo 11.<MOI 
GO 3111115 

ICI 01-030000 l·ROI·"'"'~' •111&15 3131157 20.000 8ro:l0 l!0.00 4,llOO J.200 1,eoo 

llll 01-031000 1-AOl·4. .. ~1 1211/SS 11/JQ/66 20000 8,000 20.00 4.(XXI •.ooo .{). 

IEI 010-0000 1·R01·"'"'·5000f)01 511/&e 4/J0/57 20,000 8,000 '°-00 3.200 C,000 UIOOI 

..!.!!?. 
NOTES: 

Gonen! ·I',_.-.. .s;urtmtm-10< •Cf> Afl/llftCY (Office of E<Mc:.tlon, NIH,SllS, tll:.I. Sh_.._,nc1to ne- t....nole dollar, 
11 J Obmin nurrDW from ......-d SUW1"N'nt: •fl"Wt91 rn numeriClll orotr by fi w ditib of UW'tMC'tion number. 
111 eo-rM"9 o- · Forcontinui"9P<Oioet1 lorwllich ltl• ~na - - mode bef°"' Men:n 1, 1996, indlca• mole- dote. 
13' A...,,.d .. , ....... coot - .,,_,, IO grw1t; ;f - diH.....,t from TDC°' saw. ttaUI - formula UMd. 
!Cl Sh- a liM Of\lrV f« M01 diff...m indiACt CDtt rae UMd let a -t. 

APPENDIX 2:11 

Cos1 Netl/C 
Sl\orint 1<1i.mn-. 

111 

$.(). saoo 

.{). 11 • ..01 

Ill 1,520 

.{). .{). 

~ -ill!!!. 

!:2.- ~ 

151 Th• ol-• IC .,,_nt f0t ll<W'tl llUClject to....,,....., o• edmlnittmiw limitMiono ir.ould ,,,_ Ot'll'I' IM"'"°""' o11..- up to en. limfwfon. The all.....,.. .,._nt 
in i:ww immncn t11ould lie footnoatd ....s •xcHlined. 

161 Rocard - nt of indi<wt ... , p.;cj IO your inrtitution •.,,_on It>• ennuel APOrt o l u pendnirw1. 
171 :I con..,_,,,. _ n fteatd in~ indiACt can -nt c1.;met1, compu• lftV.lUnt to mnr In ltli• column by multiplying dollon of IC adjus1ma111 x cast lherinQ r- . 

Oi.._.i "'''column If an lmtiniti- coat ..,.,"9 nwttlod bu...,,.,,.., .,,.., con 111\erint IJ'f individuol -t for tne -iod lndlcatwd. 
t BI Ra18 .. ,...,...,;,.. 3 b ,,..,_.....,for - on oil granu-- .,.., July 1, 1971. A.,. elta'Ndve 3 mun1 ltla111>0 indlACt colt rwtot .. C8bli•l'led for"'' period In ....,leh 

diroct ~l!Jra .. "''''"'""'mode .,.. .,..;.., to.,,_.,.,,.,..,."',..· Th• ma- INt--• IM>dgot v- t11•t doe not coincide wim a --·1 lisat yew w;11 
"-' ,,_ ._ l..Ciroct con ratn-lc:Oll»e to • ldl _, budpt v- . Pri"' to July 1, 1971, --could lllO ottct to,_.,.,,., Rote 11-1 .. 2 or I. Re111 
., ,,.,.,,.,,.. 2 nQUtrtd !Mt..,. indiroct CCl1,.. •Ubli - for tl>e 11 .... 1 Po<lod In M ieh It>•_......., .. lln timel o f It>• erent budlOt y- occur"d - ooe>lied to 
IM"""" ,,..,t.,.,..,... v-. Rote olhmotive 1 t'tQund tllot ine tnditKt CDrt ram ftatll l- for"'" 11- v- in ""'icft "'° grent budgat v- bo9of1 bo -;eci to IM 
"""" ront INOvot v-. 

(Al Pn:M11«*,.... of 30$ saw- finolt.ed ot '°" sa.w UC omount Uli"9 l inol ,.... ts '"'"'"' 2°" TOCI. 
181 Pn:MtioMI,.... ol 5°" sa.w - final iao H ~ sa.w 190/20 P<>'icv KIC>liel, ~m limit9d IO~ .c 

finol,....:a$6Wl. 
ICI ,.._...,.,.. ,..,. ol 6°" saw - flnaittd ot ~saw (eoot ,,,.., 111rou911 ltdv- can ,,,wing - t · 5!1'. of tout"""°"' coct1I. 
101 Pro.isianol,.... 01 ~saw - r.n111ud n 70!l saw 190/20 P<>'lcv -''-· dalm 1~-niad to 411!1'. TOCI. 
IEI Pr"'19onal,.... of 5°" saw- ron.11..., .. 40!' saw r ..... .....s 51' "'""""' indMdwil .-

11-...n..; .--.1. 

I hiHIDy ctn1fy tt'lft tM ibowt' infOl"fNdon is u-u.. 
~--••totho-olmyk~..r 
"""'•.»ndi..,,. .....,,, .. ,,.,. °""~in~ 
wi~ ~ • .,,, PGI'°"'-
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NEGOTIATION AGREEMENT 

NON-PROFIT INSTITUTIONS 

INSTITUrtOtl : Comm11110111111 /1ec1rtll1 t111.o of 
Rffi011ch l1bo111orl~1. Inc. 
3738 · 9th Slrftt 
Chlc1gn, tlllnols 80638 

FILING llff.: This rtploct1 
N990tlatlon Ag<~emmt 
doted Augmt 4, 1974 

TM lndlr«:t eott 11toh) contelntd horeln h tor UM on ll'•nts end contJacts with tht Oepallmtnt of 
Health, EO..C.tlon, end W1lla11 wb)tct to th• conditions cont1lntd In Section 11. 

SECTION I: RATES 

Elltctl•t Period Applluble 
Type ~ ~ Rott' lout I~ !2. 

Final 111n3 12131nJ IU" All All Pr0911m1 
Flnal 1/ln4 12131n4 17.4,,, All All Pr09'1m1 
Pro•hlon1I 1/ln& Unlll Am1ndtd 17.4% All All Pt0911m1 

'lllM: Tot.II direct sal111fl and w191t uc.ludlng fringe ~nano. 

Trutment ol Frlngo Btntllts: Frl090 benellts •1Jl>lle1bla lo dlttet u l11ln end WIO'K ore tr111td 11 direct 
COlll. 

NA-llN) 
9173 

66 
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. 
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SECTION II: G•n111I 

A. LIMITATIONS: Uoe ol the 11toh) cont1lntd In this 191tement l1 sub)tct to 1ny llltutory or tdminl11J1tlvt 
llmltttlon< tnd Is appllcoblt to a Ql•tn g.ant or contract only to tl>e uttnl th1t lund1 111 av1ll1bl1. 
Aoetp!anai ol the 11teh) •ll'ttd to ht<tln It P<•dlcittd on the conditions: (1) thll no co1tt othtt th1n th­
lnaintd by tho Gronter/Conlrtctor w111 Included In Its Indirect c:ott pool ti lln1lly 1cctpt1d •nd th1t sum 
cons 110 le91I obll111tlon1 of the G<ant11/Contractor ind 1llow1bl1 under tht governing co1t prlndpl11, 
(2) thet th• um1 eotl• that hove been lruted ts Indirect co111111 not d 1lmtd ts dlr•ct co1t1, (3) th•t tlmll11 
typtt of cosu hon bttn ICCO<dtd conthtont accounting trH trMnt, tnd (4) th• t tht lnloon1tlon prCNldtd by 
tht Gt1ntH/Cont11ctor which wu uHd ts a btslt for ecapt1n .. ol the 1111(1) •Ofttd to hlftln Is not 
subltQUtntly found to bt m11erl1lly Incomplete or lnaccurllu. 

B. ACCOUNTING CHANGES: II t Rxtd or prldtttrmlntd 1111(1) Is cont1intd In this tgrHmtnl, It ls baled on 
th• ICCOIJntlng tyllem In e lltct II the time tht popou l w11 Pfll>•od i nd tht 07ttmtnt w11 negotl•ttd. 
Ch1nge1 10 u,. rntthod of 1«Vuntln9 for com which 1f11c1 the 1moun1 of reimbu11•m•nl multlng from th• 
u• of this ""It) require tho prior 1pprovel c' tht olllct respon1lbl1 lor ntg01fttln9 the 1111(1) on beh1lf of 
OHEW. 9Jch ch1ntt1 Include but •e not llmlted to ch-.1 In the ch11glng of a p1nlcu!11 t~pe of coif from 
lndlroct to direct, F1ilu11 to obt1ln iuch 1ppOVll may '"ult In 1ubtt<1umt NII dl11llowonctt. 

C. FIXED RATES: If a f11td '"" h cont1lntd In this tg•~nt, It h IM1ed on 1n t>tlm1te of lht com which 
wlll be lncurrtd during the period lo which tht 111e 1ppllu. When the ec1uo4 com lor such Ptrlod hove betn 
dttermlntd, 1n od)unrMnt will be mode In 1 tubsequrnt negotlllllon to compen1111 fOf the ditltunce 
bt- thOH COlh ultd to lllobllsh the n .. d l l lt Ind ICIUtl CotU. 

0. REIMBURSEMENT: lndlrott co1t relmbl11tement on 111 OHEW oword1mode1uh11qutnt to Junt :JO, 1971 
wlll bt determined b1ted upon 1h1 Indirect coll 11111 •1t1bll1htd for the fht11I period In which the 1ppllc1bte 
direct upondltu111 •• lnamtd. For guntt ewardtd prior to 7/tnt the lmtltullon tlecttd 111111t11n11lve 
number 3. 

E. NOTIFICATION TO FEDERAL AGENCIES: Coplu oi this documtnl moy b• provided to other Fedml 
oftlc"" e m1tn1 of notifying them or th1 191Hmtnt contained h•reln .. 

F. SPECIAL RFMARKS: Nollt 

~=,(.~ '" n1ymon<l L. Slk•• 
eme 

Pmldorn 
Tltle 

67 

By 1111 0.f)"rtmtnl ol Health, EdUClltlon, 

tndWelf111 ~~Iii 
~~ -

Nem1 

noglonol Comptrolltr 
lltl• 

September 7, 1076 
Otto 

Ntg01l1ted liv ..Yfil!!!m..b.Jtd,.e"'re._r __ 

Teltp/IOl\o (312) 353·7101 
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APPENDIX 4 

GUIDELINES FOR USE IN ESTABLISHING FIXED 
INDIRECT COST RATES WITH CARRY-FORWARD PROVISION 

The 1PJ ldellnes set forth herein shall govern tht tU.1bllil1ment ol /lxed Indirect cost mes utlllrlng 1 ceny·lorwerd 
provision, They '" • comPfellenslve .s poalble 11 this time; In the e¥ent, however, ol sltu•tlons not specllQlly 
OOYlfed htreln, the Institution should request clllrlllcatlon from the appropriate Department of Heal th, 
Education, end Wl!ll1re Regional Comptroller cited In Section I. This Q1Jkfolln1 Is m• nt to detcrlbe tho 
procedures for effeo:tlng the C.rry·Forwerd Provision Ind to ldm1lly sltu1tlon1 lnot neces11rllv 111 sltu1tlons) 
under which 11ppllC<1tlon of the Clfry·Forwerd Provision would not b.i lflproprlate. The guideline Is not me111t to 
Imply thlt the u111 of the Curv·Forward Provision Is m1nd1tory nlther on the Feder1I Government or the 
ir•ntee/conlr8Ctor Institution. 

I. The C1rry·Fonwrd Provision shi ll not be used es 1 device the purpose o f which Is to trmnsler unrecovertd 
cosu under one or moro con tr1c1s and grents to other contracts •nd gr1nu. 

II. An Indirect cot! r1telsl with• C11rv·Forw1rd Provblon wlll not be 11lillzed when 111or1 subs11ntl1I portion 
of the Fedor1f gr1ntJ/contrac1s which provide for Indirect cost reimbursement t o an fn\tl tutlon wlll expire 
or be tormlneted bolore the C.rry·Forward can be effected. 

Ill. Indirect cost lllts with C.rry·Forw11d Provision wlll be negolllled on ly for periods coincident with 1n 
Institution's lltcal veer. 

IV. For purposes of computing under or over recovery In 1 given rate period It wlll be usumed that 
reimbursement o f Indirect cost s for thll period was mede 11 the fixed rel• lrres1>«1 lvo of octuol dollar 
reCQvory. (NOTE: In unusual cam the doll• r1cov1ry may uceed the fixed fllt recovery; tho Pffncfplts 
11111 llpply.) 

V. Tho Cenv·Forward will be 11Ccompll1hed by 1ppllc1tlon of the following formula: 

l•b - c) - db • c' 

Where: 

1 .. Fixed rate ct trblbhed for a given !heal period 
b • Dlract cost boso oxperloncod during tho fixed r•I• period 
c • Doller • mount o f Cu rv·Forwerd from prior fMtlod 
c',. Ooll• r t mount of Carry·Forwerd for MlCI nago1l11ed period 
d • Negotl1tad oc1u1l 11te fur th• given fhe11l 1101iod covered hy uro (1). 

Ex1m11l1: 

II Given 1h1t In FY 1973, the yur prlur to the l11hl1I yur In which this C1rr v·Forw1rd ruocedurt h to he 
ut11'1ed, lntt ltutlon XYZ e•pcrleroced "1l 1c1U1I Indirect C(Hl 1111 o l 4°" of direct ul11los and 
waoos: h>lal Indirect coslJ of S3,200,000 + t ol1I direct ululcs ind w1y;1s o l $8,000,000. 

In 111111b1ance of deta Indicating a motorlel change In the lnttl lutlon's level o f 01>e11tlons during Its nut 
flsc• I vur, It Is 1g1eod th•I •ha 4(l'l' r•tn wlll lHt fixed, with C1rrv·Forw8rd rrovlslt)n, lor tho 
ln11ltutlon's FY 1974 llOd, 10 m1•lml10 tho ll.lmlnlllretlva 11dunt8il"1 ol lht procedure 1h11 pe1iod o f 
11ppllcahlllty Is o tcnded 1h1ough the ln111tu1lon's FY 1976. 

00 

·1 

21 Sometime after June 30, 1974, It Is determined that the Institution's 1ctu1I rate for tu FY 1974 wes 
43% of direct 11l1rles end wages: t ot1I Indirect costs of $4,300,000 + 10111 d irect salary end w1gas o f 
S l0,000,000. To determine the Clrrv·Forward amount the aforementioned formula it applled: 

(ab - c) - db • c' 

Substituting: (40% X $ 10,000,000-0) -43% X $ 10,000,000 • c' 

Slmpllfylng $4,000,000- S4,300,000 • ~300.000 

Since the minus sign lndlc1tei en underrccovery of $300,000 by tho Institution during fiscal 1974, the 
S300,000 b tdded to the ~louslv determined pool of $4,300,000. The r01uhan1 rate of "°" 
IS4,600,000/$10,000,000) Is fixed for the ln~tltutlon's FY 1976. INOTE: Since flscal 1975 hes already 
been fixed It Is not possible to reopen the 1110 for that veer). 

31 Sometime titer June 30, 1975 It Is determined that the Institution's acl\111 rate for Its FY 1975 wu 41'' 
of direct ulerlu 111d wages: 10111 Indirect costs o f $3,690,000 + total direct ularles ond wages of 
S0,000,000. Agoiln 1pplylng the formol1: 

l•b - c)-db • c' 

(4°" X $9,000,000-01-41% X $9,000,000 • c' 

$3,600,000- S3,690,000 • -i90,000 

Again, tho Institution hes 1n underrccovery, thlt time In the amount o f S90,000. Thus. S00,000 Is add<!d 
to the 1l11edy de let mined poof o f $ 3,G00,000 and 1 ff JC ad rate or 42% IS3 780 000/$9 000 0001 Is 
"l•blhhtd for th1 lns1l1u1lon's FY 1077. (NOTE: As In paragraph 2 nbovc, c ,;., 

1 
~ilue of re1 ~ doll art 

since the base va11, 1973, had no Cerrv·Forward clement) . 

41 Somet ime alter Juno 30, 197611 It determined that tho lnstltutlnn's actual urc for FY 1976 was 39" of 
~lrrct salaries 1nd wagos: 10111 lndlroct coils of SJ,627,000 + tntnl Indirect selarles and wages of 
.. 0,300,000. A1>1ln 1pplylng the formulA: 

(ob- cl - db • r! 

MO~ X SO,J00,000 - $300,000J - 39" X S0,300,000 • c' 

lf4,278.000 - S300,000l - S3,027,000 • c' 

$3,078,000 - $3,627,000 w I $35 I ,000 

In If seal !070 tho lnultutlon hlld an OY~rrecovory of $361,000. l hus, a fixed 111a o f 36,:rx, 
IS3,027.000- $361,000 divided by the $9,300,000 b•se) 11 e111bll1he<1 for the lmtllutlon's F ( 1970. 

It h lmportarot lo unddrsland that c' becomes a In .the pe1iod during which the dullars 1r , cerrled 
lorw1rd and th11 c Is 1fw1y1 upressed es 1 dollar 11mouht. The laller 11 nteenery since the t,.se wlll 
l11evlt1bly v~rv from rierlod to period •nd consMJueollv the dfffarenllal II u prcned ,. a re1cen1

1
ge 

rat her then • dollM amount would rorouuce a dlator lion . 

VI lls 
1
• tllntrnl rulr. the fut 11Ctulll 1•tn l•dfu llN! for nnv Clorrv·Forwnrd frorn a ,•rlor pcrloclJ ngrood 10 'ly tho 

O, Mtn1ftnt or llcnlth, F1lucntlrin, end Walfarn Aeglonel Com11trollc1 nncl the ln1t11u1lon wlll f>Cl usetl n th u 
:1•~1 rate for thn nut 1tlpul1I01I lu111rn flClrlod. lfowevar, whore there It knoNl!Kloc tl•nl nu lnstllmlon'• 
eve o f opera tions or ml• of Fndcrel 1uppor1 will ma1eri.,11y charlflG 1lu1 :·, 111ch porlod, 1ho chnnll" wr'I he 

duly comldnrod In c1tnbll1hlno tho llx<!d ri110. 

01 

----------

---------------------------------------



VII. In the 91/tnt that tn lnttltutlon hat 1 multiple rete structure dwlloped on discrete beiet, 19Cf7<19fV wlll be 
11StUmed to be tl tht 9PPl'0prltlt Uxtd rell 191ln11 thl corresponding hue. The fixing of rates und..r 1 given 
rate structu111 In t given v- lhatl not pl'tclude 1 liter comblnetlon of IUCh rttn, or, conversely, 
establllhment of further dltcrtte rain. for future periods. 

VIII . Whllf'I the ectual rate for 1 period Is found to mlterltlly vary from the rete which wn fixed for that period, 
end the 1l1Ultlng dollar vtrlttlon ls so gretl • to ct1.1se en unreet0neble distortion In the next rete period's 
ovemeod pool, the varl1tlon m1y bt c.rrled fol'tYllrd to the next two 111te plffods. Ho•#Wer, lhh procedure 
mty not bt used If Its ultlmttt effect will be the lntemlfic.tlon of vwlencos ln future periods. 

IX. With respect to tho1t lmtltutlons which currtntfy h11111 predetermined Indirect con r1tn (only tppllctblt 
wti .. .,1111s only htve been 1Mrded), the C.rry·Fol'tYllrd Provision shtll not be utilized until the btvlnnlng 
of th• Institution's flscel v•r following the termlntl date of lhe preiltttrmlned rite period. In lht went 
!1111 tlM term In ii d1t1 of the predetermined rate ptflod does not coincide with the end of the lnt1ftu1lon's 
regultr flsical yesr, lhe t ppllcttlon of the C.rry·Forward Piovlilon wlll only be effective llg81nst tht 1115' 
costs Incurred from tht termlnel dete of me pnldtttrmlned rate 1>«lod until the tnd of lht Institution's 
r~l1r f111Ctl yNr. In tny u:cltdlng Y.•• In which lhe 111rmlntl dttt h different from tht flt:al year 
endl119 date. the bete1 w111 bo tdjuJttd eccc><dlngly. As 1 miner of policy, fixed 11tt1 wHI only bt 
"'tbllsfled for periods coincident with tht lnstituclon'1 fiscal v•r. 

X. To pl'teludt lnequltl111 to the Government end tht Institution, and Institution m•y not ch~ ltt costl119 
procedures (lnck1dl119 Its claulllc1tlon of costs • direct or Indirect) wtlhout the wrlttflfl approval of the 
Oep1rtm911l of H11l1h, Educetlon, llld Welfert neglontl 0)mptroller. Such chenge(s) should preferably bt 
mlde effective ti lht beginning or 1 fixed rtte period; If effect:ve 11 t different time, the Oepertment of 
HPlth, Eduettlon, and Wetrara lh1ll not be, but the lnstltullon mrry be liable for any dllference In rtttulllng 
cost. 

XI. In the t11ent 111 off·slte or other 1ptel1I rate 11 determined • 1 derivative of the on·slte rate (I.e. the rate la 
determined by ellmlnatlng selected elemenls of the lndlrec' cost pool without establishing 1 corr~ondlng 
discrete btsel, It wlll bo anumed that rl!Covery wtl mlde et the on·slte r111. The cory forw.d should be 
corn~ ttd 11 follows: 

1. Fl11ed 11101 wt1h corry rorwerd provision nre llV'"eed to for the first time for the ln1tltutlon's FY 1074. In 
the llbsenct of dttt Ind icating 1 rntlerlal chllllVI In the Institution's level of opere1fon1 from FY 1973 to 
FY 1974 It ls rurth!ll' agreed lhtt the fl1ted 11tH for FY ttn4 wlll bo b1111ed on FY 1973 experltnot. 

Flud R11es for FYE 6/30/U 

On-Site 40'll1 
Olf·Sllt ]!1i 

2. Somellme alter OIJ0/74. tha tetutl r•lts for FYE 6/3)/74 110 n"90tlntod nwell·H the 101al dlrecl 
mlary tnd wage bose for FYE 0/30(74. 

N¥Jtl1ttKJ R1t1111nd Ba~ fo1F~'E6130/74 

R•lf !!!!!! 
On·Slte ~% t:11300,000(n) 
Olf·Slla ~x. t1.QQQ._~(ol 
0111 SI 0,000,000(e) 

(1) In neooll•tlno 111:tu1I n1111s for FYE 0/30/74, llgftlement must • lso b9 renchod on a no0011nl•1 hase. 
Tha 11090tl11etl lmt <11nou11t 11 nced11tl to dot11mlne the c111ry forward amount. It Is not nt!CM·1111y to 
know lrullvld111llv negotiated elements that mah up either the on·1lt1 or off·11tn pool. 1hn 
n090tl1t11d 110011 tor on·sllo tnd olf·sltn are detem1lnod by llflplylng the nevotlated r1t111 to the 
01111Dtl1ted bf'•"· In this lllurtretlon, the negotiated rJOol1 are only needed II FYF. O/J0/74 n1911tlotcd 
~lt 11111811 In tha con1rurMlon of ll1ted r1te1 lor F~'t: 0/30/76. 
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3. The FYE 6/30/74 cerry forward 11 computed. 

Dlff. 
Carry 

81111 F<H'W9rd Fix«/ Ntgotl1tPd (cl j!!!._ (c/x(d} 

Off.Site Rite 
Portion of rate 1ppllctble 

24" 26" 2" SI0.000,000 $200,000 
to Oil-Site only 16 17 1 Sto.000.000 100,000 Oil-Sile Rate 4°" ~ ~lb) = = $10,000,000 S300,0001tl 

I•) The $300,000 underrecovery Is ctr'Jled forwtrd to FYE 6/30(76 end ultd In determining ths FYE 
6130176 fixed rate. 

lbl The difference betweer1 the fixed end negotlaled on-site rate epplled to tht negotiated base to 111lve 
et the c1rry fOMtrd essum111 thet recovery wn made at the on·slte rate. 

4. A fixed ra te h determln«f for FYE 6/30/76 prior to the beginning of thtl trsal veer. 

Olf·Slte 
Portion of rate/ 

pool nppllceble to 
Oil-Siie only 

Oil-Site 

Base 

N.,'f0tl11'6d 
for 

FYE6/30/l4 
_ 111_ 

$ 2,600,000 

_ !,700,000 
S 11,JOO,OOO 
~=-~' 
SIO,ll()(i,000 
=== 

Carry 
Forw1rd 

from 
FYE6~ 

S200,000 

Total 

$ 2.000.000 

1,000.000 
$4,600,000 

= 
$10,000,000 

Fixed n.,., 
for 

FYE6/J0/76 

28" 

18 
46% 
= 

M FYE 6130/74 dat1 nt•d not be used. More runt>nt data m3y be used where llY•llabll!. However. mort 
current dAla must ht• •txpreued, •I • minimum, In terms of dollors for the base for the olf·i ltt pool 
Md for the on·slte pocl. ' 

6. Sornetlme •her 6130/78, the actutl retes for FYE 6/JDn6 1110 nevotlated as·well·es the totel direct 
1.'111ry tnd wage ba" for l'YE 6/30176. 

!!yotl4rrd R•tn M>d Sm for FYE 613_0176 

On· Site 

Off·Sh" 
Oft!O 

!!..'!!..! 

3ln 
22'.(. 
= 

(al Sarno ns lootnoto In) undor 2. nbOYe. 

~ 

~271000(n) 
S2,048,000!al 
=--·= 
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0. Tht FYE 6/30178 a"y lorw1rd la computed. 

G1"811tf9 R.celv.d G/'3rtff!f Should H•1te R«ollied 
In FYE 6/30fl6 In FYE 6/30fl6 

f /K«J FY 1976 lndfr«t FYE 191' Total C•rry 

.!!!.!!_ _fl!!!_ Cottf Car!l. Forwerd !!!i_'ld•~ lndin!JCt Coitr Fo,_rd 

Ofl·Slto 28".4 $9,300,000 $2,604,000 $200,000 S2,0l\S,OOO $2,248,000 IS368,000) 

Poolon of utt/ 
pool eppllcsble 
to O~ilte only 

On-Site 
19" S9,3oo.ooo _!&1.MQQ 
49" $9,300,000 $4,278,000lb) 

100,000 
$ 300,000 

1,681,000 1,881,000 7,000 
$3,827,0C!> $3,927,000 ($361,000)(1) - = 

l•I Thi! $351,000 ov11rrecovery 11 cerrled forward to FYE 6/30/78 l'lnd used In dneimlnlng the FYE 
6/30/78 fhced ult. 

lb) It Im been mumed that recovery was made al tht on·tlte rate. 

7. TI1etc1 computetloni have been mtructured to lllutt,..te a carry IOl'Wl!'d procm th1t beven In FYE 
6/30/74 and th< ll.::11 ya111 that Wl!re .,bsequently effected by the lnltl1I fixing of th1 Indirect colt 
rete. A tlmllw cyde would hive been lnltl1ted for the FYE 6/30176 end tu~ent yeen. 
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TITLE IV-GRANTS TO STATES FOR AID AND SERVICES 

TO NEEDY FAMILIES 'VITH CHILDREN A.ND FOR 
CHILl>-W ELL•'Al~E SI~UVICES 

PAllT A.- .Am TO !i'..il'l11t.m.s Wrru D>:rt::-mt::-\T Cmr.t>REN 

l'nre < 
See. 401. Approprl11tlon --------------------------- ------------ ----- ~ 
See • .W2. St11te l'lan.s· for AJd and Se"ke1 to Needy lt'n1nllle11 Wlth 
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Part A-Aid to Families With. Dependent Children· 

A. pproprin ti on '.:(Jt"·· 
.. ..."-..... ;j" . .,.~· 

I ,. _, 

Section 401. For the pnrpose of encourngjng the cnre of dependent:<.:'>:· 
children in their own homes or i11 the homes of r1~lnti\·cs by ennbling :~;r~. 
ench. State to furnish fin ~mcial :issistnnc1? nncl r:-1.mbil!tntion nnd other-.·:.~'1 
services, as fnr ns prnct1c11blc under the cond1t1ons m such State, ~ ;;~t 
needy dep;1~clcnt chi1clr<!·n ~nll. the pnrcnts or relnti,·~s "':1th whom~/·:~m· 
they are hvmg to help rnn rntnrn nncl stron~then family hfo nnd to .. .y~ 
help such pnrents or relntives to nt.lnin or rf'tuin cnpnbiHty fol· the · ·-.:;:~ 
mn:dmum self-support nll(l pcrsonnl independence consistent wilh the· .~" : 
mo.intennnce of continuin!! pnrcntnl rnre nncl protection, there is hereby ~~ 
nuthorized to be nppropdnte<l for ench fiscnl yenr n. sum sufficient to ·:S· 
cnrry 011t the purposl's of this part. The sums mude 1wniJnble under >~ 
this S<?ction shall be used for mnl>in~ pnymcnts to Stntcs which have - ~ [~ 
imbmitted, nn<l hnd nppt'O\'ccl by the Secretnry of Hcnlth, Educntion, .'./!,] 
nnd Welforc, StntC! plnns for nicl nnd services to needy fnmilies with ·: :.~; 
children. · ., :;;. 

~ :-state Plans for Aid 1ind Services to .Needy Families With : · ·;~~ 
Children ·:•ft; 

Sec. 402. (n) A St11te 1?lnn for nid nnd services to needy familiea 
with children must- '-f 

( 1) p1·ovide thnt it shcill be in effect in 1111 politicnl subdivisions· 
C!f th,e Stntc, nnd, if ndrninisterc<l hy U1em, oo m11ndnto1'Y upon theni; 

(2) provide for finn.ncinl purticipBtion by the Stnte; • · 
(3) either provide for the establishment or- desigt11ltion of a single 

Stato ngency to administer- the plan, or provide for the ostn.blishmont 
or dcsigna.tion of a single State ogency to supervise lho a.dministration 
of tho plan; 
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( 4) provide for granting an opportWlity for a fair hearing before 
the Stnte agency to nny individual whose claim for aid to families with 
dependent children is denied or is not acted upon with reasonable 

. promptness; .. ,,. ·· · · :: ... 

(5)= provide. such· methods of ndministration (including after 
.January l; . 1940) methods relating. to the establishment· and mainte­
nance ·of personnel standards on· a merit- basis, except that the Secre­
tary shall exercise no authority with respect to the selection, tenure of 
office, and compensation of any individual employed in accordance 
with such methods) as are found· by the Secretary to be necessary for 
tho proper·and efficient·operlltion of the plan; and 1 

(6) provide that·. the State· agency will make such reports~ in 
such form · 11.nd containing such information, as the &!cretnry may 
from time to time require; and comply with such provisions as the 
Seeretary may from time to time find necessary to llSSure the correct­
ness and verification of such reports; 

(7) except as may be otherwise provided in clause (8), provide 
that the· State ngc11cy sh11ll, in determining need, take into considera­
tion 11.ny· other income and resources of nny child or ro)ntive claiming 
aid to !runilies with dependent children, or of any other individual 
(living. in the ~sme home ns sach child o.nd relative) whose needs the 
State determines should be considered in determining the need of the 
child or re]ntive r.laiming such ai~ as well as nny expenses rea.Sonably 
nttributnble to the enming of any such income; : 

• tn the cue of Guam, Puerto .lllco, aad the Vlratn lllaad1, Sectton .02(•) (15) rNd• 
R3 folln"': 

"(15) prend .. (A) such• Nethod1. ot 1da1lnl1t rattoa · (lacludlnr after Jaauuy I, JIHO. 
method• NIJ\lln1 to the es lnbll1hment anrl m1lntfn11nc. o t per1onntl 1inndnrd1 on 1 merlt 
ll•~l8, d~pt thnt Uit· Sttret•rJ ah11ll tnn:h1• no 1ulh1Jrtt1 llf1th rUpttet tD the 'el..ctlnn, 
tonu,. ot olftre, and cnm11en111tlon of snr lntlhl1l111l emplorefl In nccordance llflth 1ucb 
melhodel H art ronnd b:r the· Sttfftuy lo be nee'"'"'' for the 1>r0Per 11nd erftdfn t oper­
ation or the plan, nnd (Bl ror th' tr11tnln1 and ell'•ctl'l't UH or 11nh1 111bprnrt11llon1I lt.1111', 
with puttcular cmpbul1 on the rulHlme or part·llme 'mployment nt rl!clp~nta 11nd 
other pe1'90DI of low Income, 11• cornmunl11 1en-l1."et aldoe, In the ndmlnlatratlon of the 
pl11n Hd for the nee ot llOn!l•ld or partl•llJ' p11ht Tolunt .. l'9 In 11 social ~e"lce l'oluntter 
pro11T11ia 111 ""°""tdtnir 1n•lcn· tn applln.nta and reclplenta and· In u1l1Uair 11•1 ad'l'laorr 
r.ommltt.M "tahll1hetl b1 the State as-er ; and". 

I r.L. 00-2•8. tee. :?181c), 11ro'l'lde1: 
"l!Hrttttt"e Julr 1, Itell, ultbar tlle pN'1'11lou ot clau1t1 (.\) tbroa1b (Cl of NCtion 

402(•) (T) nt ~uch Act u hl· tt!ttt lief Ort the ~n•ctmfnl of tJll~ ,\ct nor the 11rcwlslnn1 
or ..UOll 40llal (I) et saeb Art ... amnih4 bJ' Metift 2021b) nf tbl1 Act 1h1ll applJ 
In the c•• of Paecto Rico, tbe Vlr~ln lllud1. or Ouam. Elfeetl'e no lnl•r thl\n July 1, 
1072. the State {ll&DI or ruerto Rico, the VlrJrin hl1nd1, ind Gu~m nppro'l'e1I Undtr sec• 
lion 4M of 1ucb Act· 111.all pfO'l'lalP for the dln,..udln .. of ln~nae lo makln1 the dfler­
mtnadoir. aader. Met1oir· 401(11 (T) of nieb Ace In amount• (1gnt4 to ~tw~n the• S.~ 
t11r,. and' tbe1 State apndH lnYolod) mllcl1mt11 lowtt th1rn tht l\mouatl slJ'Clftt<I ta 
sect1••411(a) (81 of 111ch· Act to reC!eet' 0"'pro1Jd1ttlJ the appllc~ble cUtrtnac..1 In Income 
fO'" ....... : · , I , ' , 

P.ti. n-ttT,' IK lOl(cl(l), . pTO'l'l~• l . . 
" !'f1inntf1Haadtair· th• pro'l'11lonr or lfcftoa 4&% ' •) of tht SOC'll\l 1'1ec11rlty Act. la ad.UtJon 

tn the· iuaoanta r91111lred to be ctle'l"Pnn!t.d l•n1l f!1' rl11m ~ 18) I Al of au ch ttetlor.. thtte 11 
Im~ th·N11•lr-1nt (Hdo tbt !!tat. ptn ~llall be 11 .... rned tn lnchule the reqalreMtot) 
that - ' tt1e 11J 'month• ~nnlnir J ul1 1. 1911. In m~'.1 .. ir the det•rruln•tlnn und"' clan•• 
(1), ttl•·lltatfl• al!'HC.'f' 1h11l wttll ~f'C't to..,,. month In ~nch rtu •nd I• l\ddlt1on to the 
1111101111t• Ttmllr9d to be dl1rerard•d 011der clA- (8l IA), clll"1ard l\mo111111 ~able under 
~ee!tl'>n '411T(al (l)." 

I--·-------------



Sec. 402(a) 210 

{8) provid1; that, in making the determination under. clause (7), 
the State o6Cncy-

(A) shall with respect to any month disregnrd-
(i) all of the earned income of each dependent child re~ 

ceiving aid to families with dependent children who is (ns 
determined by the State in ac.cordance with standard~ pre­
!Cribed by the Secretury) a full-time student Oi' part-time 

· student who is. not a full-time empfoyee attending n school, 
college, ot· university. or a course of vocational or technical 
training designed to fit him for gainful employment, nnd 

(ii) in the cn.se of earned income of n. dependent child not 
included nncier clause (i), n relatirn receiving such nid, nnd 
any other individual (livin:.r in the snmo home as such reln­
tive and child) whose needs nre·tnken into account in mnking 
such determination, the first $.10 of the totnl of such enrned 

income for such month plus one-third of the remainder of 
such income: for such month (except thnt the provisions of 
this clauso (ii) shnll not apply to enrned income det·h·cd from 
participation on n. project 1nni11t.ainecl under the programs 
c:;tnbJishecl by S('Ction ·IB2(h) (:?) and (:~));and 

(Il) (i) may, subject to the limitations prescribed by tho 
Secretary, permit all or any portion of tho earned or other income 
to be set aside for future identifiable needs of n dependent child, 
and (ii) mny, heforo disregRrcling the nmounL<; referred to in sub­
parng-rnph (A) nn<l clnusc (i) o( this suhpnrn!!rnph, clisrcgnrrl 
not more than $5 per month of any income ; except thnt, with 
respect to nny month, I he StntC' ngt>ncy shall not disregard nny 
e1u·ncd incomo (other thnn income refo1·red to in subpnrngrnph 
(Il)) of-

(C) nny one of tho persons specified in clnuse (ii) of s11hpn1·u-
grnph (A) if such person- · 

(i) terininnted his C'rnplo.rml'nt or reclucecl his cn!'llecl in­
come without goorl cn use within such period (of not less than 
30 rlnys) prccccling snch month n~ may be prescribed by the 
Secrctnry i or 

(ii) refused \vithout good en.use, within such period pre­
ceding such month ns ml\)' he p1'1'.scrihecl hy the Secrctnry, to 

. o.ccept ornployment in which he is nblo to cn1Znge which is 
offered th rou#?h the pnhlic emp105·mcnt nOicC'S of tha 8tntc. or 
is othenviBO otrercd hy an employer if I he off er of such em­
ployer is dotermined hy the State or Jocn1 n.ironcy ndministcr­
ing the Stnte plnn, o.ftcr notificntion by him, to be a bona. fide 
offer of employment; or 

(D) any of such porsona speci fied in cJnuse (ii) of 1mbpnra­
graph (A) if with rcsp1!ct to such month the i ncomo o·f the1 per· 

·--------
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IJft<~:. · 90ns ~specified (within ~he meaning of clause (7)) was in excess. 
,,., ·._ of tbair need as determmed by the Sl•te •gency pursuant to 

· .;-;;:. clause (7) (without regard to clause (8)), w1less, for any one of 

I
. i~ ~ ..;:;:· the four · months p~i~g such. month, the needs of such person 

!.~ •· .were met by the furnishing of aid under the pl1m; 1 

~ ~ · "(9) provide safeguards which ~trict the use of di~closure of 
~l i.D:formation concerning applicants or recipients to purposes directly 
~ .• .- connected with (.A) the administration of the plan of the Stnto ap­
~¥::". pr"OVed· under this part, the plan or progrnm of the Stnte under part I'· B. C, or D lit this title or under title I, X, :i!:rv, XVI, XIX, or xx, 

!. or tlie sai•plementnl security income progrnm estnblished by title XVI, 
. . (B) any investigntion, prosecutiqn, or cr!minnl or ci\'il proceeding, 
:'!-:.: conducted in connectiou '"ith the administration of any such plan or 
!t.,~·:,.. ,program, and (C) the administration of any other Federal or fid­
~ orally assigned progrnm which provides nssistl\nce, in c115h or in kind, 
·~ 
~~: or services, directly to individunls on the basis of need; nnd the safe-
~.· guards so provided shnll prohibit disclosure, to nny committee or a 
it~ ... · legislative body, of ony informntion which identifies by name or 
~:. nddress uny such applicant or recipient; 2 

~' ' (10) p~vicl~, effectiv~ July 1, ~9.51, t~nt all indh-idunl~ wishing to 
~.:..: make application for a1d to fnrruhes with dependent cl11ldren shall 
~;? have opportunity to do so, and thmt 11id to families with dependent 
'if.: · children shall, subject to parngrnphs (25) nnd (26), be furnished with 
!;: ·. · reasonable promptness to" all eligible in di \1iduals; 1 

,t. ~·. (11) provide for prompt notice (including the transmittnl of all 
~'.-:'. · relevant inform11tion) to the Stnte child support collection agency >·· (established pursuant to pnrt D of this title) of the furnishing of nicl 
:,". to famiJies \\"ith dependent ch ildren 'Vith respect to I\ child who has 
·;.:~ been deserted or nbnndoned by n pnrent (including a child born out of 
,•} . wedlock without regnrd to whether the paternity of snch child has 

I. been established) j 1 

~.'!}:: (12) provide, effective October 1, 1950, thnt no oid will be fur-
~:;. nilhed any individual under the p)nn with respect to nny period with 
~::~. · niapect to· which he i~ receiving old-nge assistance under the State 
~~. plan approved under section 2 of this Acti - - - · -
r:~': . . : Jl3) [Repealed].• .,.,!.._..... l.. 

~ .:· _. · (14) [Repealed).' ' \\ . ... 
· ::~ ,· (l!S) provide ns pnrt of the progrnm of the State fol' the provision of 
.- ~~;" llVTices under title XX (A) for the development of a progrnm, for 
c1:·~~ ···~ appropriate relative and dependent child receiving aid \mder the 
~.!"~ 'pIAn and for each appropriate individual (living in the same home as a 
·:1~ .> · 19lative and child receiving such aid) whoee needs nre tnken into ac­
q.=:.:~· .. ~· eoant in ma.king the determination under clause (7), for preventing .. 

a Bee 11 .. IMtln 101 (c) (1) ot Pabllc: Law ta-&4T. 
'ltfctlon 40:?11l (Ol w11 •m~nded by rubltc Lllws 03-847 •nil 04-118. 
'Rtttlnn1 402(a l(l0) and _.02 (a )(ll) were amentled by Public: f..aw 03-6"7. 1 ~ r11n100 1e 1 on r1t1~e ::! 12. 

---------
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or red ucing the incidence of births out of wecUock and olhcrTrise 
strengthening family life, and for imp1ementu1g such program by 
assuring that in all appropriate cases ( including minors who cnn be 
considered to be sexually active) family planning services are offered 
to them and are provided promptly ( clirectly or under arrangements 
with others) to all individuals voluntarily requesting such services, 
but acceptance of family planning services provided under the plan 
shall be -voluntary. on the po.rt of such members and individuals and 
shall not be o. prerequisite to eligibility for or the receipt of any other 
service under the plan; and (B) to the e:ttent that sen·ices provided 
under this clause or clause (14) are furnished by the staff of the State­
agency or the local agency administering.the State plan in each of the 
political subdivisions of the State, for the estnblishment of a single 
orgnnizational unit in such State or local agency, as the cllSe mny be, 
responsible for the furnishing of such services: 1 

(16) provide that where the State agency hns reason to believe that 
the home in which n. relative and child receiving nid reside is unsuit­
able for the child becau~e of the neglect: nbnse, or e:tploitntion of such 
child it shall bring such conclition to the attention of the npproprinte 
court or lnw enforcement agencies in the State, pro\"lcling such data 
with respect to the situation it may luwe; 

(17) (Repealed]. 
( 18) [Repealed]. 
{HJ) provide-

1 In the caN et Guam, Pu erto Rico, and the Vlrcto hlaoCS., 1tctloo -402 (1 ) (13), (14), 
and Cl:i) r fad :is follow~ : 

"(13) r rovlrte n d'~crlptlnn of the ~en·lc"' Tl"hlch the Stnt11 ni:rncy mnkf's avaflnble 
to mnlntnln nnd ~trens;thtu farnll:r Ure Cnr chll•lren , ln rlurllnir 11 tle~crlollon or tht '"fl" 
tak t n to n., !llMI, In the rro .. lsloo of ~uch ser,·lce:1. mn.~ l 111um utlllil lton oC other ni:en­
clu pr ovl •lln ::: ~ lmlln r or relnted ~en·lce"; 

"( HI rrovlde tor the dnnlnnment nnd npnllra rlnn nr n pro1:r11m tor mch 11\mtl r nrr· 
Ices ns dellnr•I In section ~Oll«ll 11n1I chllrt ''"'Mnrr 't•n ·lct•s. n ~ •l~nn~cl In ~-r!tlOn .f~:'I. 
for ench r· 11•1 n111I relntl\'"o Tl"ho r rreh·e• nltl tn famtlte• with Mprnclent chl ltl ren nod 
ench n1•1m >r-rfofe lnclh·l•h•nl t llrln::: In the s11•1c home 011 n reln tlrc nncl .:nllcl r Pctlt"lng 
snrh nlcl \'\'"hn;~ nn!dl< nre tnken Into n1•rnunt lo rnnklni; the de termlnntJon llocler clnuu 
Fl>. ftS mny h11 nr.ce ,,nr; In the 11.irht of the partlcnlnr home cnntlltlnn~ ftnrl nthor n1.¥.c.l1 
,,, ~uch child, rtl11tlve. anti ln r1h·lcl11n l ~. In or r1e r in •~•l~t such chllcl, retnll"e, nnc.I lo· 
dh·lrlnnl" 10 :111nl11 or rNnln t'a P11hlltty fnr ~e1r .. 11nrinrt nncl c:ire 111111 In orclu to main· 
tnln nnd ~r r,ni:th-11 fnn1ll .1· 11ri 111111 rn fM ter chllrl. "''"elopmrnt; 

"( llll rirnvll!,. (.\ l rnr thu cle1·el11pmrnt or• 11rni:ram, for tacit npp rn11r111te "latt"" nntl 
dependent chllcl rr crl'l'ln11 nlcl •mc!cr the pion ancl for uch np-. rnnrl nte lnf! l<rtdu"J (ll'l'lnrr 
In tht •nm~ home n ~ n rrlnll\"c a n1I rhllcl rerel'l'tnc rnch nhll ''"hn~~ 11tt<h ore tnken Into 
ncco11nt In n1nl:I01: rhe cl~ tern1lnn1lon und~r clnu~e (i i. tnr pre'l'rntfiiif or reducing the 
lnchl~nre ot hlrtha ont or wc<ll<ll' k nncl otherwl~e 11trtn11thfnl11i: fnmlly llCe. 11nd Cnr 
lmp111menlln1: ~nch pr ngrnm by au111·ln1: lhftt In all npproPr lAte en ' ' " Onrludlnlf minors 
who cnn he r nn•ldrrt1I In be '~IC\rnlly nctll·e) fnnr lly pl1nntn1: ' en ·lce!I nre offer~ 10 
t11'm nnfl 11re 11rn\·tc1,,1 nromptr~· (d lrect ly ci r uodtr nrrnni:rmrnlct \\'Ith othen) to all 
lnlll,.l 1h1nl~ , .nlnntnrlly rl'f1Ut!ltln1r 1111ch ~en·I~. hnt 11 cccptnm-o nC Camlly 11h111nln1t 
"er1· lrP!I llrOTlclt<I 11111le r tho !!Ian "hall be \"nluDtn r_r On tht pnrt or llllCh nlfll!ben ctnr1 
ln1lll"lllu111,. nn.1 •h:i ll our be n rirf' re1111 l•lte to !! ll l!iblllty for or the rttrlpt or nnr .n tl1er 
ee rYkC'! un•ttt rhr rl~n; nncf 1n1 to thf' ~:ttf'nt th.r ~n·lcrs rrn• lttecl uncln thll clan" 
or clAll8' ( 111 are turnlAht!•I hy lhu 1tnlf of thtt St Ate nicency or the Inca! • •ency ad· 
rulnl"tttlni: rlw 1' t11tP 11lnn In ench nr the polltlr:al s11htll 'l'Mon1 or it1e lHa te, ror the 
u1nhll ~l11n,n1 or n • Inell! nrc:An l11\llnnal un lr In '"ch Stnte or lonl •litDCJ', u the cue 
may be, rupoo1lbl1 Cor th• t\lrahblnr of 111cb, 11mc:e ;". 
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(A) that every individual. as a condition of eligibility for and 
under this part,. shall ~gister for manpower services, training, 

· and employment as provided by regulo.tions of the Secretary ot 
f.abor, unless such indiTidual is-

( i )· a child who is under age 16 or attending school full 
time; 

(ii) a person who is ill, incapacitated, or of advanced nge; 
. (iii) a person so remote from a work incentive project 

that hu effective·participation is precluded; 
(iv) a person. whose presence in the home is required ·be­

cauS&of illness, or incapacity of another member of the house­
hold; 

( v) a mother- or· other relative of a child under the age of 
six who is caring for the child; or 

(vi) the mother or other- female caretaker of a child, if 
the fother·or another adult male relnti\'e is in the home and 
not excluded by clause ( i). (ii), (iii) , or (iv) of this subpara­
graph (unless. he has failed to register ns 1 ~quired by this 
subpurngraph, or hns been found by the Secretary of Labor 
under section 433(g) to have refused without good cause to 
participate under a work incentive program or necept 
employment as described in subparngrnph (F) of this 
paragraph) ; 

and that any individual referred to in clause ( v) shnll be ndvised 
of her option to register! if she ~o tlesires, pursuant to this para­
graph, and i:1hall be informed of the child care services (if :my) 
which will be n.vailnhle to her in the event :;he should decide so 
to register; 

(Il) tha~ aid under the plnn will not be denied by renson of. 
such registration or the individual 's certification to the Secretary 
of Labor under subparngraph (G) of this pn1·ngrnph, or by 
reason of an indivi<luaPs participation on I\ project under the 
progrnm estublished by section 432(b) (2) or (3); 

( C) for nrro.ngements to nssuro that there ''ill be mncle n 
non-Federal contribution to. th~ w01·k incentive programs estab­
lished by part C by appropriate ngencies of the State or priYnte 
organizations of 10 j>er centum of the cost of such progrnms, as 
specified in section 435{b): 

(D) that (i) training incentives authorized under section 
434, and income derived from· a special work project under the 

. program ~ablfshed by section 432 (b) (3) shall be disregarded 
in determining the needs of nn individual under section 102 ( & ) 

(7), tmd (ii) in determining such indivi<luu.l's needs the addi­
tional expenses 11ttributable to his participation in a program 

L ___ _ 
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established by section 432(b) (2} or (3) shaU be taken into ~.t~ 

"· 

" account; · --~c 
(E) [Repealed]. .. . :~7, 
(F) that if nnd for so long ns any child, relative, or individual- :~.' 

(certified to the Secretnry of Labor pursuant to subparagraph._ ;;.:. . 
(G ) ) has been found by the Secretary of Labor· under section· ·':;· 
433(g) to have i·efused wi thout ~ood cause to pnrticipate under a ·~1··· 
""ork incentive program established by part C with re~ct to .·t":l._ 
which the Secretary of Labor h11S detcnniued his participation is.· ·:.) 
consistent with the purp<>SeS' of such part c; or to have refused ,,:{~ 
without good cause to'ac~pt employment in which he is able to . \~~ 
eng .ge which is offered th rough the public employment offices of ·,.~~ 
the State, or is otherwise offered by an employer if the otfer of . :ti~ 
such employer is determined, niter notification by him, to be a ' .' 
bona fide offer of employment- .,, 

( i) if the relatfre makes such refnsal, such relative's ·;~ 
needs shall not be taken into account in making the deter- '.;:b 
mination under clause (i), and nid for nny dependent child ~ 
in the family in the form of payments of the type described ·~ 
in section 406(b) (2) (which in such n cnse shrill be without . " .·; 
re1rard to clauses (A.) through (E) thereof) or seetior! 4-08 
wiJl be made; 

(ii) aid with respect to 11. dependent child will be denied 
if 11 child irho is the only child receiving aid in the fnmily 
mnkes such refusal; 

(iii)· if there is more than one child receiving aid in 
the fnmily, nid for nny such child will be denied (and his 
ne<?ds will not ho tnken into nrcount in making the deter­
minntion under clnuse (i)) if thnt child mnkcs such refusal; 
nnd 

(h•) if such individunl makes such rcfusnl, such individ­
ual's needs shall not he tnken into nccount in mnking the 
detl'nninntion under clause (7) ; 

except that the S tnte ngency shnJJ for n period of sixty days, mnko 
pa.ymcnts of tl1c typo clescrihecl in section ·!06(h) (2) (without 
reJ?nrcl to cJnuSf>s (A) through (E) thl'reof) on behalf,..of the rela­
tfre Spl'cificd in cJnnso ( i), or continue aid in the· ccse of a child 
specified in cllluse (ii) or {iii) , or tnkc the individunl's needs into · 
account in the cnse of nn individunl specified in clause (iv), but 
only if durinir such period such rhild, relative-, or· individual &e· 

cepts co11nseli11t? or other services (which the Stnte agency shall 
mnko nvnilnhlc to snch child, relntivc, or individual ) nirned at 
persunding such r~ative, child, or individual, BS the cnse may be, 
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to participate in such prognun in accordance with the determina­
tion of the Secretary of Labor; and 

(G) that the Stntc ugency n·ill hn\"'e in effect a ~pecial program 
"hicl1 ( i) n-ill be udministered by n separate administrative unit . 
and. the employees of w·hich. tTilJ, to the maximum e:oi:tcnt feasible, 
perform services onJy in conntction with the administration of 
SU('h program, (ii) will provide (through arrangements \vith 
others or otl:emisc) for individuals who h11ve been registered 
pursu11nt to subparngrnph (A), in accordance "·ith the order of 
priority listed in section 4:13(a), such health, vocnt.ionnl rclulbiH­
tation., counseling, child cnre, nnd other socinl nnd supportive 
services ns nre necessary to ennble such inclh-idunls to accept em­
ployment or receive manpower tririning provided under part C, 
and will, when nrrnng<?ments h:n·e been maclc to pl'ovidc necessnry 
supportive services, including child cnre, certify to the Secretary 
o.f Lnbor those indi l'idunfa who nro rendy for employment or trnin­
ing under pnrt C, (ii i) will pnl'ticipnte in the de,·elopment of 
opcrntionnl nncl emrloynbility plnns under section 433 (b) ; nnd 
(iv) provides for purposes of clnuse (ii), thnt, when moro thnn 
one kind of child care is a milnble, the mother mny choose the type, 
but sho1 may not refuse to nccept child cnre services if they nre 
avnilable; 

(20) effective .Tuly 1, 1060, provide for nid to fnmilies "'ith de­
pendent children in the form of foster care in nccordnncc with section 
408; 

(21) [Repealed). 
(:12) [Repealed]. 
(23) provide thnt by ,July l, H>GO, the nmounts used by the Stnte to 

detcnnine the needs of indh·iduals will huve been adjusted to reflect 
fully chnnges in living costs sin('o such nmou.its were cstnblished, nnd 
any mnximums thnt the Stnte imposes on the nmo11nt of uid paid to 
families will have been prnportionntcly ndjustcd; 

(:H) provide thnt if 1111 indh·idunl is reccivin~ ht'nellts under title 
XVI, then, for tho period for which such benefits arc reeeived. such 
individhnl shnll not be regnrded u" member of a fnmily for purpoeee 
of detennining tho nmo11nt of the bent'fits of tho fnmily under this I it lo 
nnd his income nnd reouret'S shnll not bo counted os iracome and 
resources of n fnmily under this Litle ; 

(25) rrovido (A) thl\t1 118 n condition- of eligibility unrlcr the plun, 
ench nppHcnnt for or recipient of nid slmll furnish to the Stnte ngcncy 
his social security account number (or numbers, if he haa more than 
one such number), o.nd {D) th11t such State ngt?ncy shall utilize such 
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uccount numbers, in addition to any other me11ns of identificution it .J 
·may determine to employ in the ndministr:ition of such plan;.,':···­

(26) provide that, llB a ~ondition of eligibility for aid, each applicant · ~· 
or recipient will ht, required- ,;_ 

(A) to ~gn the- State &ny rights to support from any other. -~ 
person such applicant may ho.ve (i) in his own behalf or in behalf . ·-~ 
of any other fnmily member for whom the applico.nt is applying ·-~~ 
for er receiving aid, and (ii) which have accrued mt the time such ~ '.;3 
assignment is e:tecuted, • -; •. -~~ 

(H) to cooperate ~ith the State (i) in establishing the pater:· ::-7~ 
nity of o. child born out of wedlock with respect to whom aid is<~i1 
claimeclt and (ii) in obtaining support payments for such appli- .:~* 
cant and for a ·child with respect to whom such aid is claimed, or . ··~ 
in obtaining any other payments or property due such npplicnnt J 
or such child, unless (in either cnsc) such applicant; or recipient is. :} 
found to h&ve good cause for refusing to cooperate o.s detel'mined 
by the State agency in accordance 'rith standards prescribed by 
the Secretary, which standards shnll tuko into consideration the· 
best i11tercsts of tho child on \vhoso behalf ni<l is claimed; and 
that, tf the relative with whom a child is Ii \.-ing is found to be 
ineligible because of failure to comply with the requiroments of 
subparngraphii (.A.) and (B) of this pnrngrnph. nny nid for wh1 h 
such child is eligible will be pl'O~icled in the form of protectin 
payments aa descri~d in section 406(b) (2) (without regard to .!.. 
subparagrnphs (A) tnrough (E) of such section); 1 ' 

(27) provide~ that the State has in ctrect I\ plun appro\•cd under 
pnrt D nnd operate 11. child support progrnm in conformity with such 
plnn; and 1 1 

(28) provide that, in determining the nmount of nid to which nn 
eligible family is entitled, any portion of the nmouuts collected in nny 
po.rticular month ns child support p111-sunnt to n plnn upp1·0,·e(.l 11nder 
{>urt D, and retained by tho SLnte under sedion 467, which ( undet• the 
Stuto plan approved 1m&1· this purt as in etect both during July 1075 
1md duriJ1g thnt particular month) \Votlld not hnve cnuscd 11 ro<luctiou 
in the amount of aid paid to the fnmily if such amounts had been paid 
directly to the fMlily, ehall ho nddcd to thu amount ait1aid olherwisc 
pnynble to such fnmily under thp State plan 1'pproved under this part.• 

(b) The Secretury shall npprove MY plan which fulfills thl! c:oncH­
tions specified in subsE><:tion ( 11), e~cept thrtt he shull not approve any 
plnn whirh imposes us a condition of eligibility for 11id to families 

1 ~~Ilona ~02(111 ( :!!ti. -t0! (• 1 f2tl l, ao rl 40211111211 ""added by Public Law OS-1141. 
I Httt1011 -10:1(•1 (!?;J I WU AmenllOd b!I' l 'ubllc f.&w IH-1111. s .... Al•<> lleCllOD• lOl(•l. 

201 (h). ~nct :!Mltl/ " ' Pnblll' r.-" 04-Sll 11 rlnlMI In thl1 document oo pp. 1M And TM. 
• 9ertlon ~02 (a I !?Tl wa1 •mt111led b)' P~bllc Yw IH- 118. 8tt &lllO MCtloa 201 (a) ol ruhllc Law 1>4-118. 
• 8ecllo11-t02(a ) (281 1 1l1led by Public L&w ~8. 
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with. dependent children. a ftSidence requirement 'vhich denies aid 
witb~·respect to any child residing in the Sb.ta ( 1) who bas resided in. 
th,e-State for one year. immediately-preceding-the npplication for such 
llid,_.or {2) whoo was bom within, one yenr immedi11tely preceding the 
application; if th• parent or odier-relative with whom the-child !s liv­
ing: .ias.- resided. in· the State for one year immediately preceding the' 
birth..-1:· ·' . .,_ -~. . .•. . . - .. , 

(cf Tlie--Seci:etnry .. shall,. on the basis of his review of the reports 
receivecl'1rom the. States wider. clnWle (HS)' of subsection ( 11), compile 
such. data ·as he"fielieves nece!Jl!IU"Y·&nd:fn>m'- time to time publish his 
findings as· to ·the effecti veMS of the- programs daveloped and admin­
istered by the States under such clnuse. The Secretary shall annuaJly 
report to. the Co~ {with the first such report being: inade on or 
before July 1, 1970) on. the programs developed and ndministered by 
each State under such clause ( 15). 

. ·:, ·. Payraent to States-

Sec. 403. 1 
( B) From . the sums n ~proprintecl there for, the Secre­

tary of the Tre'lSury shall pay to eGCh. Stnto which hns nn npproved · 
plnn for. o.id o.nd· ~?'Vices to needy families with children, for each 
quarter,. beginning 'vith the quarter conunoncing October 1, 1958-

(1') in the co.su of any State other than. Puerto Rico, the Virgin 
Islo.nds, 11nd Gunm, llii amount equal to the sum of the following 
pro~rtions of the ~otal amounts expended during ~uch qunrtcr 
aa aid to fnmilieei witli dependent children under the State plnn 
(iitcluding expenditnres for premiums under part B of title 
XVIlI for individunla 'vho are rccipientn of money pnyments un­
der· such plnn and other insurnnce premiums for medic11l or any 
other type of remedial cue or the cost tbe1reof)-

l:t\) five-sixths of such e~penditures, not counting so much 
o(!lnY. exj>cnJiture ·,'"ith rc5peet to any month u exceeds tho 
prOduct of $18 multiplied by the t.otnl number of recipients 

·of aid to families "ith dependent. children for such month 
(1'·hich tofal number, for purpose-..s of this subsection, means 
(i) the numoor of individunls with respect to whom such aid .. 

" · · i.t_ the form of .money payment.it-is paid for ~uch month, plus 
. {ii) the number of other individunls with respect to whom 

" expenditures wore made in such month ns ni<l to families with 
dependent children· in the form of medical or any other typo 

' of nmedial' caro; plU& .(iii) the· number of il'\diTidunls, not 
· : 'counted under claU18 (i) or (ii), with respect.to-whom pay­

. menta deecribod in llCtion 406(b) (2) are ml\dc in aucli month 

'Se. al10 1Kttoa :108 ot l'.L. ~M wbftb i. prtat•d lo tbl1 l!ocv-at oo pa .. 848. 

n ... 1110-n-u 
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. aud: include~ 11S c.xpenditures .. for .. pu~ of. ~is-~'!·:.~]'.' · 
:: ........ or·l'WPftlln'tlph (2)) • phur · · •· ~ . · : ... , : .... ,, • · :- .... 4'-~.;,_1:.·r · ~ff'\iP,;-.. . ....... r--e.a- ,. · · ~ .· . . . ,, ;··· : ·.·--1 -.J.,:--

(B) the Federal percentage oftbe ·amount.by whiCh.sum; _;~ 
.. . ~ditww exceed the;. maxim~ · which, may· ~ ~~~" 

.. . . undec>clau• .(.A); not counting-so-mocls!of any e%pendiiure.-4· • 

\Vi& ~t.. to any month n~ exl'f!Cds (i) the product orsai·:~:-. 
. multiplied by the totu.1.number of recipients of aid to f2'lli.ili~;·:s;·· 

with.dependent : chl1dren (other than S11ch aid in: the tom:.:;.~~ 
;_of fost.eT,cnrer.fC?r~~li mo~~ pl~ (ii),. ~he: produc~:ot.11~~~· 

· ,~. :. multiplied. by-the:tMal.:numberof. ~ipienu_of.aid ~~1~~;~r~1 
· with. depenrlent clri!dren:fn the. form of. foster care: fol!~mcJ,i;:~i 

.. .month ;·.and· · . r ·. ... ·... · . : _ . , · · '>~~·c • •• (;;!;;~ ... "' 
· · (2): in, tht? case of Puerto Rico;.ther Virgin-Islands, an'd Gumi:~t·: 
an amount equal to one-half ~f the total of the sums. expend~. -~E~ 
during such quarter os aid to f11mi1ies with· dependent'. childrtlr.·.~~~ 
under the Stnte plan (including e:xpcnditurcs for promfoms under:: .::~ 
part B of T itle XVIII for- individWlls who Are recipients ~.f: ~ A1 
money payments under such plan 1Uld other insurance. premiupis: .. · ·:-~ 
for medical or nny othec type of remedial care o~ the cost ~~reof).,. . ·;~~ 
not counting so .mu~b .of &ny e:xpendit~ro .wit~ respect to ~)!;-~ 
month as exceeds $18 multipli~d hr the toW number of ~i:>.i.en~~ .. - ~-~·~ 
of such aid. for such month; and 1 • · • " ·: ·. ,7~1: 

(a) in the case of nny State, an amount .equal to the sum of ·~"'~ 
the following propo~onl! of 1tJ.i.!'. ~?tal amounts.expended ~urin~ -~. 
such quarter as found neeessary~ by Uie Secretary of Health, Edu~ ! ~ 
cation, and Welfnre for the proper a.nd: efficient administration ;:~ . )~ of tho State plan- . ~ 

(A) 75 per centum of so much of such expenditures as are • :~'.! 
for the training (including, both.abort- lllld long-term train- ";..,: 
ing ~t educational ins~t.u.ti9E~, through ~nts. to su~1 i~l,., ~·~~ 
tutions or by direct''fi.llaricial assistance to students enrolJed ·; ~ 
in such institution~) of personnel employed o.r preparing for li~ 
employment by tho State agency . or by tho local agency ·~~ 
administering the pln~. in the political subdivision, and. • .· : :.:~ 

(D) on~·hl\lf of the rem~incler: !Jf ·sue~ <"Xpenciifires, . : ~ . 
except. thnt no fll\.yrnent Mnll ·be ffi!\d& with . rcspeet to l\monnta. nx-- · 
pended iri ronncction with the provfaion· of nny sem~ d~ribt'fi -~ 
i~ .~t~on 2~(n) (l_) of this~~"' othc.~ t!1n~ "'.~~ .t~_provisi.o;!' ~~ j 

I Pur1111nt•tn 111.'¢1 D ot fl1fi Att M A;..l<t·e, 1tl~Cll£ !l;it: H l ".r;. 1i..:ri..n.tur ~ "e.' ~>.'J 
TrtH11..,. mn11t allo .~T 111 lhe Rtalf'll, ln a1ldlUl'ln to· l h a1111>nlttll P">4'nced bJ' w l', 'Oita) :,1 
or tbe ·Roclal SftnrllJ' Art. a n 11m0t1nt 'tqoel tn 80 llft'N'tlt •f ifM. "r.ii~· ..,•N et •Mfata8C'f" 
•rpodltllnte uoder the Stat~ plH w1.Ul Ne1IMi t- Nal'tje .... B.,., J...._.,, 

• 4"f •' .. J ' 
1 
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... \ ~ ,. 
.,1 
i 

... . ; • . ; . 

:; 
' • 

-- -------- ---------- -



219 Sec.403(a) 

whl~ .. _is: required. by .. section 400 (a) ( 19 ),_ to. be-·included.1n ~b~ plan 
of tlie. S~1;:.and~1.~ 1.-:;~;.:~,,~:.:: J .. -;i~ .• ~1: : .... ~·~ · ·.:~~· _ .. :t.~\~r:: .. :14.) :;o:~~.~~ .. ? .. ::~ ~ ·--·. 

· :.(.4}.;.:ERepe.i8d] •. ; : :: · ~ :. , · -:: .. =· ·:~-~·-. ·,.«· _. ··· , .. · 
• •;.,{ :.:... i ~I; . ' q . :f .. : ' ' .1 • . .,. .. . ·-... • • •• / ; : :_' , ' : . \. ,• ,:- '! ,:. '",- •' ..,t'' 

• I• ur ... ~.::or.- ma.u..· ._..to-JUe.; .acr. tJle . Vlrida ~ ltedoa• fOl(a-> (3) ne12a: 
u to1tews ::1i~ .. -~_,.. .:A ::r~!~". ;··_;: . .,_:: ~::. - ~·'l: .... : :!l ... ·· .. J', ·.•· · . i ... . ~, -r-, ~~ .-.-. :..-· ·: < :~ :'; ;. · .. 

"(3l: In~-~.•' .~;,.l!t• ... aa ·~t tQual u tlw.Mm of. tbe: folloWSnr.·Jropor-· 
tloD•· of tbe· tow · aiffulita: ~ad.. dertn1, aacb Qllarter' u found a9ffl1ar7 b;r· tbe· 
Secretu1" ol: D-.JtJa..;JUUcat.1011;. ·&1111 Wtlfan' for die- ptoPf". and. dldut' 1uwd1tntloa 
ot the State pla.D- , : . . . . . , . · . : . · . . . . ·, , , ~ . . : .._ ·. ·. · 

"(A>' 1S 'per t'IDtUm 'of.- iO'madl· of iuch. U~~. aa' 'u~· tor-' ,. ·. ' · :· · .. 
. ·· -·:,,:.~w: . .tliip\.r:·u. ..mN·d.mw. t..· claaa.. (lf) ud· (lG) -ot-1ec&a fOl'(a) 

!"-~~r.n~.~~ ... ,. ~~ .... f!IMt~·H .. ~bo.· ,.,.~~ac:~>Dllder .. ~pl ... 
. ~:!°. UJ'f: •lhli'.1Dilb1clul\l'. (ll.tA1. In the: same• bo1a. ·u ni:b· rein ti Ye ond chtld I 
:ZWh-.--*" ar•. lUeDl la to -t hr JDUfDI~ tJs. ; ~ftolt' oder· claUI 

(1) at .ndueetl~. . . · .. ·• . • . · , ~: ... : · 
.. . __.Utt .. ; ·or .u1e Mnteee'. ·dflCl1'*t lu:c1aa..t' (H) uid (1~) ot -uoia' fOl(a) 

··-··; wbk11:__..,."4111.~tri .. &Q:iddld' Of' ·nl•ttYe· wbo•S. appJJtn1· ror· 114 to.!Uitue. 
with. deslettdut.. . chUdten or •ho, witb!a 1ucb · perlOd or: period.. aa>, tbe.,~ 
tary ma1· pr.a!M, hu b«.D· or 11 llllelf to bftome 011. appUeaat tor or ndp&oat 
of. 111ttl•..._. . · · ~ . , -. ~ • ·. ·· ;· 

: "CW> ; t~~ traJal~r Ctncl11dt11a !IOtb ilaort. a~ci IonC:t~rin.- ·iTain1n1· at eclnea· 
.u1111a1• lludtaU.ne.. throucft• cni•t.' to 11iell lantfhltlonw or· liJ dlreet handaJ 
Ullataac.. ta. 1tudent.· earou.ct· la .uell- IJratlh•~lou) · oL Pft'ICHIHI emplo1ed or 
pnpartq· _fo_r ,em~IO),J?eot by the S~,tt ~~J' Gi' ~J· Ula lo.cal. qenc:7, admia.le-
tollllc. Ult· plan la' the poUtscaJ .-cth1eloa. · · ·• . ·· • · . 

, . "(8)'-llalf .of. thuu~llhldar ot -Jl eirpelldltllftl~ . · . . . . 
"Tbt .. meea nfurwd.to huubpancnpla (A) 1ball lae111ct. oal7- · . 

"fCl• .nt ... , PTnfdecf1 by tbe ltd' ' ot ' tll• !taar •1eocr, oi 'ot t- loeat ''i.ce•'7 
admlll11teriq•tba BtAt~ .. plan ta• tbe .paJ1Uw · lllltdl11111u : iar.-"*I, Tb.at. •• t1111d• 
&\ltborbecl. uiiiSW: .UIU.patt aball .... &Tail&ble for iiimc• dtbecl U • TOCatJoUI l'e­
bablfttatloa~ ..,weco. aadu t1-eVoiiade1U1l Rehabtllta·ttoa Act (l) wbleh an anJLable 
t• lad1Yld11al1 l&:a_,;.ot, tbtm• •adv pro1r1uH· !01· tbetr rtbabWtaUo• · canled oa 
aader.1a . S~t•· plaii •PPl'"od. uader nda A..i:t; or (U) wllich the State •P11C7 or 1pn-
d'9l utmtall~' .. ... penllllq-.·tM lldJldalKratfcili :· ot n..-atate:· pla a,.ronc 
ualler-·-6 • .ic:t~ .... 11111e ..... wlll .. tc.. pro.'ftde 1t .............. f6fi.tti.· eo9e tlleMf 
parsuaat to .•St'ftmeat ·a ader subparasnph. (D), If prcnlded bJ': each ita1r, a.ad 

"(D) a11dir coa4ttfou whiell ... 11 be prt11cr1bed t17· U1• 8eentilr7; 'NrTlew wblcb 
la• tbe-JudPMat. ol UI .. ltlate •lllMJ Qaaot be u ec11aoallca117 or aa11lecthel7 pro­
Ylded b:J U..• at&r ot ncb State or IocaJ o~cJ and are n11t otllenn .. reasonably 
unllable to lndh1dunl1 la and at tbftll, aatl whlcb 1u• proTtcled, ponaaot ·to. 11reo-
111eat wlUl-th" State •PDC7• "7· dte State btalth autborttJ or U,. State •1111c7 or 
a1ndft 11dmlni1t.rtas or 111,.rn.tq th• admlnl1tratfo. ot Ult Stat. plu for. Toca· 

. u ..... tu&MIMa$a·..,.......e ........ t111der th· Voeatloaat &ellabUJtatfoa Ad or b7 
: 111r.·otlle IU•t• ... DCJ': •tda•U.knt•l'J 111ay detaztae to.be •'P"Prl•t• (•betbft· 

piciTtdtd bj lta llalf or .bJ CODtlact wltb pnbllc (loc:al)o or 1oapreftt prtHte llftd•) ; 
e:i:cept tbat IM!TT!CH' dttcrl~ ha· elinte· (II) or· 111bpara1rciph {C). benot may be proYtdod 
onlr punuant t• ~t. •Ull 111ell.ltaw qear,. or 1..-~ll'I adml11tdtrla1. or auper• 
TlsJnc tbe 1da1l.Utntloa at Ille 8tata plan tu yocatf'.onal rellabUlt•do• aanlce. IO 
approl"Od; 'and ""Ill that; to Ulia·at.at-9"d114' 1'7 Ulit" lr.r.tar1, cbllcl·nltan.aerTtc-. 
tL111UT pl&aalas ~ .... &.4. CUIUT .....-.. 111.1.J' Ill pn1ndo4 trora -rcoe.otw tbu 
tb- ret.....-r t~·la, •bsMlllP.a- (C). ucL(D) • ._~ 1111rU.a ot tle •!110UDt aP.aded 
ror· •dmlatatnd•" ar· tJl9 ...... , ... te wlfe1' ~....,.,.. ( .. ) appltft •••• tllld perdoa 
thereat to wllldl: .. *racn" (B). .e,.U. abaJl .be ciee.JmlHd la acconl111ce wt~ nda' 
method•'. ••• prottdar. ae:111ar .. permitted . .,,. die s.te1ret•r1.". . 

8fftfo91 :?~8{1))i' o( ·t~ SodaJ' a..rttJ, ~-h of' INf'•l•11ppl ... : ·· ' · 
. "lb) . NmrltJl•tUdlae .........,_, ... . (.&.) ud. (B'l.'ot': -Hoa , 4«\(t.H~at: neb 

.Act.(aaaaieadM: b~ tht•.Aft), tll• ratra{IMaa.cl 1111.-dl tn1bpUarrapu la..Ul• tue ot 
Puerto, JUee,1 tJ.;'. ftrcht,'IIJMU. ... ail .. ~ 'lhalr. h 90• Pft' cutum (raU. tbaa 
1s-oe .. ia Pl'! Cl9t-.~: .: , . . .... " -· . _,_,. . 

• ..... . . • • ....... .. _,, . , - 1 • , . : ... ,, •• • , : ...... .. • • • J: v.. • •.. 
• • • ' , · • • l ' : • • • .. • • 

' ~ ·i"".:~.~; 1: /• ,)ft:~::t~f,; .. ·~~t:•1,. :1\•' ,~··', ... I .. : : : 1 f. ~' :'. ·: ,, ,~ 1 ' •• , ' ' 
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(5-) in the-case of any State, &n amount equal to 50 per centum: ;_:. 
of the tat&! amount expended under the Stat.e plm. daring. sUH;i~ 

. quarter· as. emergency assi.st&nce to needy fam~:witb .Chil~~ 
The· number of individuals. with respect· ~ whom .payuMmta. ~~ 

scribed iD: section)06(b).(2) are:~e. for 'my.nlOn_th, .. who:~~ 
.iucluded· &a· recipienm of: ~d toaamilies with:. depe:tideilt: cfill<Ir*i~r~~.~~ 
purposes· of paraaraph. (1) or . (2)~ .niay not e~ceed .10 . P'."r r.e~~-~t~ 
the·.number ~~· ~~r .re;cl.~~~ts. of~ ai~ to-..farnilies. ~~·4e.~~ent ·~ ~~4 
dren;: fol" suCh month.: In ~mp~t.J!lg· such .19. pe~t, .the~· ahall:~{~~; 
be ~~ .int~ ·~~. i~~v?-d~~:· wiUf ~~~-- ~~~~.~.~~~~J 
~~~re ~~.for,.~Y, ~nt~ iii, ~?~~ee-;withaecl.io~.~(a)l('l~)'@~ 
(F)- or section: ~(a) (26).1 · . . · - . · ·.:~- · . ·~.;_--i,,,._{~~ .'; 
.. · (.b) The. mel~.~f c<>;mpiitiµg 'Uid..pa~. ~ch. anio~ .ball.:-~}{~.,; 

.· a1.follows: .. _.·',,. -:· :· . .-.:·, · _., . ··" :_. : . . .. · · ·· · .: . ·:: <:::;~~ ' -'::~~·~:·~~~~:; 

( 1) The Sec~tary of Hen.Ith, Education, and:- W elf:are• sJiaii;_r.~z;· 
prior to the beginning of· ea.ch. quarter,. estiniate the unount-:t~~~'·;~ 
be. paid to the· State· for such quarter under the· provisions·· of~~;-~ · ~ 
subsection (ar, such. estfmate to- be based on (A) a report ~eel:'~:--:~.· 
by the Sta1:e containing "its: estiin~te of tbe totaf sum tO be. e:r_~·! ·1-~ 
pended: ir~ such q~a.rter·ih accordance with. the . . >Vwons 'of~~~~,­
s_ub98Cltion ancf ~~i~.gth~ ~~t ~P~1'.!'pi:Jated or~~e ~ra~~~~f:, 

. by the Statlt and 1ta.-politJca1 subd1TIS1ons for euch:espendit~~ : 
. · ~· ~ch· qua1rte~-u1d. if·such. amount: is.~em ~.han the State:s' p~).tri~ 

•I\• \ portionate share .of the total sum of s11ch.«Jtiinated expendittmi9f\15' ~:.: 
.,. th~ so~1 ~r':SO~ from··whi.ch the dijfe~oe·ia·npected· · t(;~b8~8i.:~ 
. derived, . (B)I· re00rds showmg.the· n~nber of. dependenfcliil~reD'.~ .. ~;1 

in· the State., and' (C) 1ruch other mv.estigntion: u ·the: Secretary· ·-'.~ 
fin 

. ,, . . . ~ 

may dn.ec~~ ·:· ·· . · ,_, .. ·:. .. -. :.. :. ·· · · · - · · ··;..• 
(2) ~e 8ecretary· of Health, Edtl!cation, and Welf~ns sha!l · /~ 

then certify to the Secretary of .the. Treasury the amount so·est1- ~! 
milted by_ ~bt1 Secretary o!· Healt~;- Edoeation;· an.d. Welf,~d·A)' --':"~ 

:- reduc.ed.or i11:creased, RS the-case may ba, by a.ny sum by wbfoh the• ·:t·.o 
Secretary of He&lthr Educati~n, a.n~· 1~elfare find! tha.t hls csti- ... ~ 
m&te·for any prior quarter was g?eator. or 18911 than· Ui~ amount ·: ~~ 
which should\ hine been. pAi~' to thrStat:e for such quartet',' amt· ' ~] 

. (B) reduced by. a. sum. eqnivalent toi the pro rata-. ha~ to· .wbich. -.: . '1"1' 

thi·Unifed sra.tes-ii~~~bly~~~~~~~~ M,~e~~ ~. ~1~~ '.:·}'­

rct"ry of Health, Edueation7 Rnd Welfare,,of' tbe.net amount re- ;;;: 
Co'fe~~.~~ti»,g. ~ny ·t?ri~~ . 9~a~·-~: .•\~8 s~~·.9.~: ~riy ~l;itical" .. ~ 
subd1v111nn ~be~f.with: respect to-n1d t1>fan11 hfl81w1th:dependent ·· i1 
chi!dren· fum:lsh~: ~~der ~he Stare pJan;:_exceP,t-.tht:.: sncli fn- ~ 
creases or reductions shall not be madai. to t11e anent that such . \ I . . . ., .. . . If~' 

·(~ 
l Sect111D 408(1) -· t.:lllDded tty 'Pllbllc t.1' 9f-88. 

;~ 
~ 
J 

• . 1 

-? 



;:,ec.- 'IU.1(1) 

aums: hava. been applied· to make the amount certrned for any 
."' prior-. quart.er. greate~ .or: lem than ~the .. amount estimated by the 

. ·~~~;~tary'_ of Health; . Edumicm;:-and. Wel.fve, ·for· such: prior 
·:quarter- . ... i ,: . . . ~ . · . ·. 

: ~·-: ,. (a)", n., Secretarr of. the·,Tnuary shall thereupon, through 
.. the r~·semce of the Tnuury·Depertmeot and prior to audit; 

;:-..:.or settlement by. the, General A.ccoaming Office, p1Ly to the State; 
. ·"'.at the·time·or times.fized by the Secretary of Healt.h,. Educati~ 

· :·.~: ~and·:W~lfare,.the·amoontsoeert~ .. -- ". · 
.~ .. (c~ .li~~~g any·other .promiou oft.his Act, the Federal 
s~· oJ ~~. payments. under· this· put shall be reduced. with._ 

.~ t.cnny State fot any 6acal year after-Jwte 30, 1978, by one per­
centaprpoin~ for. P..ach percentage point by: which the number of indi­
viduals certified 1.mderthe·program of such Stat.e.established pursuant: 
to section 4W( .. i(19)'(G),.t.o the local employment office of the State 
11s being ready fo!'employment. or training under· part 0, itt l~a than 15 
per centum of the average number of individual.8 in such Sl:ate who, 
during such yeart are raquired to be registered pursuant tD section 
402(a) (19) (A) • 

. (d) (1) Notwithstanding· subparagraph· (A) of subsection (a) (3) . 
tl>a rate specified· in snch subpa1"11gBph shall be 00 per centwn (rather 
than. 75 per centum) with respect t&soci-1 and supportive senicea prcr 
vided pumuant to section 4.00(a) (19) (G)- : · 

(2) Of the sums authorilied by section 4-01 to be appropr:iated for 
tha.fisc-1· y~. end.ins June. 30, 11>73, not more than $750,000,000 shall 
be appropriated to the Secretary for payment.a with respect t<1 eerricea· 
to which paragraph (1) app1ie111. 

(e) [Repealed]. i. . 

(f)' Notwithstanding any other provision of this secl:ion, the· 
nmonnt pl\yable t:o any State under this part for quarters iJ11 a ·fiscal 
ycn.r. shall . with respect to quarters . in fisc&l years beginning after. 
.Tun~ ao, 1973, be reduced by· 1 per centum (calculated without regard 
to any reduction under section 403(g)) of such amount. if such Stnte-

(1) in the immediately preceding fiacal year failed to carry 
out: the provisions of section. 4~2(&) (15).(B) as pertain t;o req~ 
ing: the oJf ering. and arr.angement for P.~vision of family plan-. 
ning aerriO.; or ·' . · .'.:, ~ , . · , .· . .. ~: .·,· ... :\,.· . .. . .· ... . . ' ... 
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. · . (2). in the imm~iately preceding· fi!cal year: (but;. !n ~e caa!: ·:i 
·..-l · .-·of the fiacalyeu beginnmg'tfuJy r-; 1972;on1y'COD!ideriiigthe third, :i 
:' · and.fourth quarters thereof), failecrtocarry·out.the pmillions of ··:;; 

aectivn 40'2(a) (15) (B) of the~ Social. Security Act witli•:reipect .. j 
. :!'~~:to any..indiYidual'who; within-sach·penod·orperiMa'ut.Jie!seci,, •. '] 
. ·:.·· tary may. p~ribe;- has been an applica·at- for ·or· recipient·of aid· ::~ 
. ,-. ·to· families- with dependent chilctten under thwpJ&n· of't!ie State :,,[~ 

· approvecfunder this part:· · 1 
• • •:>.· :·.· .:: • • • , •• • •• ..• :·i.·;? 

• .. ·~ :,-r~' ,. 

(g) Notwithstanding any other· provision-: of'. this· section; the· .. q 
amount-paynble-to.-any. 4stat8:. under this 1 .-t· for quarter9'iri-a.~'. <-f. 
}'1!1lr·shnll with: respect .. to · quarter! iri &ul yea~ l>egiimi:ug deer~- -~ 
Jnne 30, 1974·, be reduced· by 1 per centum (calculated without regard ~ 
to any reduction under section·403(f)) ·of"such amount if·such':Stiit:e1 .. · · ~· 
fails to- 1 \ ' ' 

. (1) inform all families . in th~·State· receiYing aid. to familiee" '.·:. 
with dependent children under the plan of the State approved · 
under this part of the availnbility of child.health screening serv~-
ices under the plan of such Sf:ate·npproved under title XIX,. :• · · I~: 

(2) p~vide or· nrrnnge for the provision _of ~u~ screening-' ·,.~ 
services mall cll8e9 .where they nre requested, ar - · · 1- · . ••. • _.,., 

. · ( 8 )' n.rrange for (directly. · or through referral to npprof?riate . ~?:~ 
a~cies, organizations, or individuals)' correctivo treatment the: : .. ~1 
need for which is disclosed by such child'heu)th·screening services.: ... : . ~ 

(h). Notwithstanding ll11Y other- provioion of. this Act;. the .amo~ , 1~! 
payable to nny St.ntc under.t.his part forquartendn a fiscal yaarshall '. 1

( ·: 

witb respect to qunrters beginning Rfter:De<ember-81, 1976, be redueed" -'•• 
by 5 per centum o.f such nmount if such tit.at/.! ie found by the·~ ' 
tnry ns the result of the nnnunl audit to have failed to have an·effective 
program mL-eting the requirements of section 40'2(tl) {27) in any fiecal 
yenr beginning after September ao, H>76 (but, in the Cl\98 of the. flSC&l ~;1· 
~ar beginning October I, 1976, only- considering the second, third,. · · :.: 
i\nd fourth qunrters thcre?'f) . . ;j 

~ ·~ 
Operation of.' State Plans· '; . . .. .J 

Sec. 404. ( n) Tn the ·rnse ot' ~nv Stntc plnn for rt it 1md services :1 
to needy families with' children .'~~hicli hu'l>ffn nppr0ffd by the. Soc.· -..;. 
rr.tary of Henlth, Education, and 'VcJfllre, If tJio ~rctary, nfte~ rea· '~ 
sonable· notice. and. opportunity for-hel\ring- to· the- State agency Mh . ~ 
ministering or snpcrvising the adminis~tion· of S'.1ch ulan, fin~ . · ~ 

'(1) that tlle· plan hair been aO change«f u to impoeo any rem-· i 
d1mce requirement prohibited by section 400 (b), or' that hr. the · ~ 

' administration· of: the plan My 8ucli prohibite<i' requirement is. .-vf 
imposed, with the knowledge of such State agency, in a subatan-· 
ti al number of cases ; or 

---------
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.. ~ (2), that in the~admi~ation of the plan there.is a failure to 
comply substantially. with. any:..provision· required by: section.402 ... 

: (a). to-be included in the plan;. 
the Sec.rW.iry,_ shall. notify su~1 St~te agency_ that further payments 
wilfi1oi.be made to the State (o~ in lils discretfon,.that payment.a will 
be limited to categories. under. or. parts of. the State plan not affected 
by· such· fail.ore~ until the.Secretary is satisfied that such prohibited 
requirement is no longer so imposed,.11nd that there. is no l~er n.ny 
suchda.ilure to ,comply~ Until he is so satisfied he shall make· no fur­
thei:-: payments .. _to such State (or shail limit . payments to categories 
under or pnrts of the Stnte plan not ·aft'ected.by such fn.ilure)'. · 

(b )· No paym~nt to which o. State is otherwise entitled under this 
title for llllY period before September 1, 1962, shall be \Vithheld by 
reason of any action taken .pursiiant to a. State statute which requires 
that aid he denied under the State plan approved under this part with 
respect to n. cliild because of'the. conditions· in the home in which the 
child resides; nor shall any such payment be withheld for any period 
beginning on or. after such dote by reason of.nny action. tnken pursu­
n.Qt to such ·a statute if provision is. otherwise made pursuant to a State 
statute for adequate care and 11SSistance with respect to such child. 

(c) No State shall. be found, prior to January 1, 1977, to. have· 
foiled substantially· to comply with the requirements of section. 4-02. 
(11) (27) if,. in the judgment of the Secretary, such State hr making a 

1:.roocl faith effort to im plemeut the progrnm required by such section. 
( d) After December :h; 197tJ, in the cnse of any St11tc which. is 

found to have fn.iled,substantially to comply with the requirements of. 
section 40'2(a) (27) I the reduction in any amount payable to such State 
required to be imposed under section 4-0S(h) shall be imposed in lieu 
of nny reduction, with respect to such failure, which would 0U1erwise 
be required to J>e imposed wider this section. 

• • • • ' . i : ' • .: • • .J .. : 

Use of Payments for Benefit of' Child 

Sec. 405~ 'Vhcnever the Stnte n·gency hu reason to believe that 
nny paymei1ts or aid to. fnmi1ies with dependent children made with 
respect to a child t\ro not being 01· may not be used in the best interest.a 
of tho child',. the Sttite·.agency may provide. for such counseling: and 
guiclnnco services.-wit.h respect to tho use of sue It payments 'and the 
mnnngement of other funds by tJw.. reluivo receiving such payment& 
ns it d~ms. ndviHbl& in order. to 1LSSure use-. of such pnyments in, tho 
best in'torcsts of s1.wh.-chi).d,.1md may provide.lor·u dvising such relntivo­
thnt continued. fa.ihiN. to so use·such payment.a will rosult in substitu­
tion therefor of protet.1.iv6• payment.s .. u , providtid under section 406 
(b) (2), or in seeking appointment of n gu"rdiarn or legal represent&-

-·--·---- -----



I · 
tive as pro,-ided in section 1111, or in the· imposition of criminal or 
r.ivil penaltie:J authorized under· Stnte law if it is determined by a 
court of competent jurisdiction thd such relative· is not" using or hu 
not used for the benefit of the cbiJd a.ny suc.h. payments made for that 
purpose; and the provision of such serviC"e11 or advice· by the Stat.e .. 
ngency (or the·tnJcing of the .action·specifie.[Hn such advice) shall not 
serve. as n ba.sUr. for n·ith.J1olcling- funds fro."l such St&t8 under section · .. 
4-04 and shall not prevent such pnyments with respect to such child"' ; 
from being considered aid.to families with dependent children. - .: . . . 

' " Definitions 

Sec. 406; When used in this part- _ 
(a) Tho term "dependent child" means a needy child (1) who has 

been deprh·ed· of pnrentnl support or cnre by 1."'!a.son of the death, con­
tinued absence from the home, or physical or mental incnpo.city of & 

pn~nt, Md who is living with his fnther, mother, grandfather, grand­
mother, brother, sister, stepfather, stepmother, stepbrother, stepsister, 
uncJo, a1mt, first cousin, ncpl\c,\·, or niece in a plBCe of residence rnain­
tnined by one or moro of such relath·es as his or their own home,,lllld 
(2) who is (A.) un<ler the ngo of eighteen, 01~ (B) under the age of 
twenty-one anrl (ns determined by the Stnto· in accordnnce with· 
stand1uds preseribe(i by the- Secretary) I\ stud1mt regular};_ attendin@" 
n · school, t'01lege, or uni \'crsity, or rel:,rulnrly nttending a course of 
vOCD.tionnl or technieul trnining designed to fit him for gainful 
employment; 

(h) T11e term "aid to fnmi'lies n·ith dcpcnrlent children" means 
money payments '"ith respect t'o, or (if provided in or after the third 
month before the mont.h in which tho recipient makes 11ppHcation for· 
nicl) medicn] care in bclurlf of or nny type of remedial earn recognized 
under State ll\l\" in beh11lf of, n dependent child or dependent children, 
nnd includes (1) money po.yu:1.mt.s or. m~cal ca.re or &ny type of -·~· 

:· remedial Cllro recognized mulct· Stnto lnw to meet the needs of the 
l't'lnti vc with whom· uny dependent ch ild is living (and tbe ~poll8e of 
such relative if li\'ing with him) and if such rclntivc is the child's 
parent lllld the d1ild is I\ <lepcntlont child by renson of the physical or 
mental incapacity of~a. pnront ~>r is I\ dependent clftld nnder section 
40'7), tmd (2) payments with ™'(>eCt to iiny dependent child· ( includ-
ing- pAyments to meet tho lleeils of the relative, and the reluive'a 
i;pouse, with 'vhf>m such child rs Jiving; and the noeda of uiy other· 
i ndividuai liTing in the snmn homo if sucla· needs are taken: into account. . 
in making the·determintltion under sedion 402(a) (7)) which do not 
mret tho prec1-ding rcqui1·cmenb1 of this 1mbeoction. but which would 
meet such requirement.s oxcopt thAt .mdr payments are made to·anoth• · 

. . 
:. 

I 
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individual who (a.sdetermined in nccorciance u·ith sto.ndards prescribed 
by the Secretary) .is interested in or concerned with the welfare of 
such child or relati've,..or: Jira m:Lde on behalf of such. child or relatift­
directly: to.a pers0n fumislung food, living.accommodations, or other. 
goods,, senrices" or- itema to' oc for such child, relative or other in­
dividuaf, but·ottly with. mst>ect to a State whoee State·plaaappronl 
under · section 402 includes: provision for- . 

. (A) de~rminntion by· the State ngency that the relative .of the 
child' with:. te8pec~ to whom. such payments. are made has such 
inability: to innnngc foods that making payments to him· would' 
be contracy to .. the welfare of the child o.nd, therefore, it is necee­
snrjr to provide such· aid \vith respeet to.such· child and relative 
through payments described in this· clnuse (2) ;· 

( D) ·undertaking and continuing special eft'orts to develop 
greatPr nbility on the part of the re)afrre to ina.nage funds in 
such mnnner- a.s to pl'lotect the welfare of the ·family; 

· (C) periodic review by such State ngency of the determination 
under clnuse {A) to nscertain whether conditions justifying such 
detennination still e:s:ist, with provision for termination of such 
pnyments if they do not nnd for S<?eking judicinl nppointment of 
a guardinn. or- other ]egnl reprosentath·e, as described in section 
1111, if nnd when. it llppenrs thnt the n~d for such payments is 
continuing, or is lilmly to continue, beyond n period specified 
by the Secretary; 

(D) aid in the fonn of foster home caro. in behalf of children 
described in section 4-08 (a) ; nnd . 

(E) opportunity" for n fair hearing before the State Rgency on 
the dctenninntion referred to in clnuse .(A) for nny individual 
with respect to 'vhom it· i8 made; 

(c) The term 11relative with whom any dependent child is living" 
mcnns the individual who is ono of tho relatives specified in subsection 
( n) nnd with. \vhom such child is living, (within the meaning of such 
s11hseet ion) in n pince of resirl<'ncc mnintnined by such individu11l 
(himself o:r together with a.ny one or more of the other relntives so 
specified) ns his (or their) own home. 

(d) [Repenled]. 1 

(e) {1) The term "emerg-ency a98istnnce to needy families \vith chil­
dren" menns· any ot tho folim•ing, furnished for" period not in ex­
cess of 30 days in ~ny .i.Z· :nonth period, in the case of a needy child . :· . 

• fn !lie c;aM · of• OU19\• .....,.. ltl-.. Uld the VtrstJa Itta.a, -do•• 40t(d) rtad• u · 
(o Jln \Yft : •• • , , , •• • 

" Cd) The tum •r1 .. n:r H"lf'tll'' JnMn" 11ntc .. lo a f1tmtl1 or •11r membn thereof for 
the PllrfHlH• ot J>N11trvia-.i .. rff11bllltatlns; rtt1nlt1nir, or 8tret1!ftbenlnr tile ramnr. aad 
•uch other Mnlcee.u wtu u~lat rue111he,. of a t•ml~ Lo ~tta1n: or retain capability tor 
tbe muimurn MlforaplJIOrt lllld 1ienoalll ladepend-.": 
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.. 
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.. nn~er thO ago of 21, who is (or, within such period as may be specmec!'::; 
· . by th• Secretary, has been)'li•fog· ~itti an:y· of tho relati• .. ~i 
... · : , irr.sUbeectfun (a) (:I} hr a place of residence maintained by one or' monV 

· of such ~ratives 48 his or- their own home, but only where such chil ·. ~ 
is " 'ithout-nvnilable l"e800rce9, the payments, care, or semcsmvol~~ . 

· . are necessary. to· avoid~ destitutfon of such child' or to. pro~!le i~vin~~-~­
ananl!'"llent,,.;n lkhomo· tor sud•· ehila; and such destitution or nOO•F 

· fdr living arrangements did not ·arise-~me 1nfo.h· cliiTd. of relntive:~: 
: r.e~sed · without- good enuse to accept emplo:fmen~ or ~a.iilfug: .f'!*1P.· 
employment-:- ; : . ... . . . .. ' . . r ·: ~ . : . .:.~ . 

' " . . ' . ; .. .. " ' ! ~ · · (A) money· paymenta; paj'meritS"in kind, o·r- such 0th.er pay.: ·-f':j 

.. · ments as the· State ngency m:iy specify with respect to, or medical :..}~ 
cnre or· any other type of mnedial care recognized nnde~ ~~?:~ 
law. on behalf· of, such child or any-other· member of the· house- -~~i 
hold in which he is living, and · · · . · · · :. ) fl 

(B) such serviees as mny be specified by the Secretnry; ~· :" · ·:~~3 
but only with respect to a· Stnte· whose State plan approved under sec- ·:.~ 
tion 40-2 includes provisi01t fol" such. nssistance. .. 

(2) .Emergency assistance ns authorized' under paragraph (1) may·:!{ 
be provided under- the conditions: specified in snch pnrn~ph to. mi.' . .'~'..i. 

·grant workers with families in the= State:· or in such part or pa~ , .. ~ 
thereof as the·St"te sludJ designate. · ·' ' · : ... :. _:-~~~ 

( f) N otwithstRnding the provisions of subsection· (b), the term "aid . ;; 
to fnmilies with clcpendrnt children" doe~ not menn payments· with. · d 
respect to ll p11rent (or other individnal whose needs snch Stnt:e deter.::»-.:·~ 
mi11es should be considered in. determining- the n~d .of the chlld of.:'}~ 
relative clniming nicl under the plnn of such.Stnte npproved Hnrier this . ·,~j 
pnrt) of a child who fnils to rooperate with n.ny ngency OI"" officinl of' :: ::! 
tlie·Stato in obt11ining such support·pllyments for such child. Nothing . ~ 
in this· snbsection shnlr be construed to make nn otherwise eJigible. .~ 
child ineligible for protective pnyments becnuae.of the failure of·!Ucfr. .. ~ 
pa~nf" {or Stich other individual) to so cooperate. '. · · · ~~ 

• . • .! 

. . ' 'i !lependent Chilaren ~~ U~em~loyed ~ath~rs .... : ."~~ 
Sec.. '107. (n ) The tP.nn "rlc1'l4'ndC'nt. . chilcl~ shn11 •. "'4'vithstand: . ·,1 

ing sec~on .W6(n), inc_lud•" n~y chH,d .~ho meets.~e ,reqni~ents-~ 
of section 406(a) (2) 1 who hu. been depnved ot-parental support or--...:~ 
en.re by- renson of the. nnem.play~e~t~ (~ -~~te~~n~ .. in nccord~~~j 
with standnrds prescr1bed by the &cretary) of his fni:her; And who -~i~ 
~living with. any of the- rer- ·\~.s~ified~ tn seetion·400(i\)'(I)1 h~-: ·;':! 
I\ p1ace· of tc!sicfence mnintflined by one· or more of such i-elqpV'lil· &Ii '':i 
his ( ol'f:heir) °'VJT home. • ' . . •". '.;·· . . .. .. . · i " · :.~.' .. 11" !'.,t;(: ~S; 1:~ .r 
. (b) The· provisions of snbeection· (a} snnll ~- npplicu6le to ·.-:state 
if the SUite's plnn appl'Ovcd under section 40'2-

-. 
·---------
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(1) requires th~ payment of aid to families with dependent 
children· ~th res~ct. to. a .dependent child as defined in subsection 
(at when--.~ .. .... : .. · '-:·. :··: · .... 

(A) such.- child's fathei·has not been employed· (as deter­
mined in accordance:'Yl~h th~stnndarda prescribed by the See­
retary );,f:or at· leBS~ 30 da~ prior t.o the· receipt cf such aid; 

:(B): such.father hns noturithout good cQuae, within such 
period (of not lea than·$<> days) as may b&.p?e9Cribed by the· 
. S.ec~t~g t r~fused .a· bona fide offer of.employment or training 

.. for~mp.1,oyment,.and' . · · ::.~·~-: , ,.. ,. ·. :: : : ".: -. 
: (C)'(i}.:' SQch: father · h'u. 6-or more quarters of work· .. (as 

defined: in subsection (d) (1)) in any 13-ca.lendar-quarter 
P;t?r4>4.· en4,i.ng within one year prior to the application for 
sue~ ai~ o~. (ii): he received. tmemployment:; compensation 

. unqer air- unemployment compensation law of a State or of 
the·UnitedStates, or he wo.s qunlified (withip the meaning·of 
subsection: (d) (3)) for ·Jnemployment compensation under 
the unemployment compensation law of the State, within one 
year prior:to,the npplicaf;ion for Stich aid; and 

(2). provid~ . . ·.·· , . 
(A) for such BSSUrnnC'8 as will satisfy the s.;cretary that 

fother8 of dependent children as defined in subsection (a) 
will ho, certified to the Secretary of Labor. 119·. provided in 
section 402(n) (rn) within· thit·ty dnys n.fter receipt of nid 

. with respect to such children; 
(B.). f~r. entering into coopernti ve 11rrangements with the 

Stnte ngency. responsible for ndministering or supervising the 
administrntion of vocntional educntion in the Stnte; designed 
to assure mnximnm ntilimtion of nvn.ilable public vocational 
educo.tion services and !acilities in the State in order to 
encournge -the retrnining of individuals capnble of being 
retral.ned.;:, '·· ' · · · "' ' · · 

( C). for· the den in.I of nid to families with dependent chil­
dren to any child or relative specified in subsection (a) -

·; .. . U).- if. and for so long as . such child's father, unless 
· ex~pt. under section 402(a) (19) (A:), is not registered 

···' pursua'.nt..tD si:ich section ~or,. the .work incentive program 
.. ._ .eStablished' under·part.C ofthie title, or, if he is exempt 

. _undei; such. section. by ~of .claUJ16·. (iii) thereof or 
.. · :·· . ·1!~ .such program·in.1 which be-c&A> eft'~ctively participate 

, .. :. ~: "W . been establishedi or provided.11nde'r. eection1432 (a) , iS 
. . not registered. with. the public employment offices .in the· 

" . .. Stata;:&nd1• •• ••• - "··
7 

• ·: • • • •• • ..... 

·- ____ ... ------- . 
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(ii) with . res~ct to nny week for whir.h su;-h child~­
fnther qunhfie~ for unemployment compensation und . · 
11n unemployment compensation l11w. of. a Stft.te or.of . '"' 

=· · · • · United States, bnt refuses to· apply for or ·accept . ' 
· . ·:• unemployment· ro~pen!!ation; nnd •· : · >i . 

'. .. .., .:= .... ,..· (.D) .. for. t.he· rednriiorr. o~the" ilid ~o fnnu1ies ~it.Ji depe: ~ . 
..:·: .-· ent chiltfren otheTWise J>Ryahle fo nny child or t?fativc s~~ 

.. . . ~·. ~ .. . ·~. fled it). subsection •(a.)·-by the-1tmo1mt of itr.y nnempJoymeli~~ 
. . CO.mi>enMtion that .Sll<'h child's father receives. oncfer·an: ~:~.~i. 

employment compensation law of: a Stntc· 1Jr· of the United:~~ 
~- ·. . Strites..1 

. I • • • • •• • • ! ... . . . . ::.~.:. 
. . . - . . . . .. _ . ·.·.. . '.' ·-\\., . 

( c )· Notwit hstMding nn:v other·provisioM of thi!1 section, e~ncft-:~·;! 
tures pursunnt to this section sh11ll be e:tcludcd from nid to fnmiJfes-:~~ 
with depen~ent children (.A) where ~nrh e~pendit11res ni: mnde un?U..!~ 
the plan- wtth· respect to any dependent ch1ld ns denned 10 subsection··~ 
( ll}' (i) for nny part of the 30-dl\y period l'efen-ed to in subpnl'1tgnp1i' :' . .r.: 
(A) of subsection (b) (1), or (ii) for nny period prior to the time- ;~ 
when the fnther sntisfies snbpnrnt?rnph '(D} of such snbsection, and ~ 
(B) if, nnd for ns long ns, no action is tnkcn (Riter the !10-day period· ~ 
referred to in pllrngrnph (A) of subsection (b) (2)'), tmder the pro- ~ 
gram therein sped tied, to certify soch fnther to the Se<:ret~ry of Labor ~~~ 
pursuant to section 4W(ll) (19). ' : · · · . · ~ 
. · .( d) For purposes.of this section....:... ·.·! · · · , · • . .• :~ 

· · (1) the tenn· "qunrtcr of work" with rC:Sf><!ct to any individual . ~ 
me~ns n cnlendnr quarter in which·such individunl received carnecf' · -~ 
inl ome of not less than -$.'SO (or ,,.hich is 11 "quarter of coverage" :~ 
aa:·defined in section.·213(11) (2) ), or in which such individual :1 
p11rticipated· in n community work nnd trnining progrnm under.· ·~ 
section 400 or 11ny other work 1md tnining progrnm subject to the :{ 
limitations in section· 409, or the work incentive progrnm estnb- · ~, 
lished u~der pnrt C; ·j 

(2) the tenn "calendar <]t11Lrtcr" means 11 period of 3 con8'lett~ ·4 
· tive· Cllfendnr months ending on 1\forch 31, June 30, Septem-
ber 30, or Decemher 31; nnd · ' 

(3) nn indh·i<iunl ~hall, for puryoses o( ~tion 407(b) (1) (C), :l 
be deemed <t11nli6ccl for unemployment compensation tinder the J 
State's un<'mployment L'Om(>('nMtion law if- ~ ... , 

(A) he would have ~n·~ng.J&le t() receive s11ch aneniploy- ··~ 
·1 ·.· ment compensation upon filfog npplic&tion, or ··~ 

... (B) he· performed work not-covered under such Jaw and ri 
.... ~ . . 'tJUch 1'.'o~~ :~t it hnd bee~-~j~' ~.~.~11~ (to~h.~r· with any ;-.,i 
'Subefttton {bl (2) WH • •Ha.ltd by -tlott :SOT(a) ot I •.r.. ~Gt&. ... ,, 

~ .. , 
' . · '• ' 

\~ 

:\I 
~ 

~ 
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covered work he performed) have mo.de him eligible to 
receive such unemployment compensation upon filing 
appliCation.1 . · 

. (e) The Secretary of Health., Education. and Welfare and the 
Secretary of Laboe shill jointJy enter into rm agreement with each 
State 'vhich is able and willing to do 90 for the purpoee of (1) 
simplifying the proeedures to-be followed py unemployed fathers and 
other unemployed persons in· such State· in registering pursuant to 
section 402(11) (19) · for. the work in~ni:\ve program established by 
po.rt C of" this title and in registering with public employment offices 
(under this section ~nd otherwise) or in· connection with applications 
for unemployment compensation, by redccitig 1'.he number of locntions 
or agencies where· such persons must go in order to register for such 
programs llnd in connection with such· applications. and (2) pro­
"iding- where possible for a single registration satisfying this section 
nncl the requirements. of both the work incentive program and the 
applicable unemployment compensation la ws.1 

Federal Par.neat. tor Foster Home Care of Dependent Children 

Sec. 408. Effective for the period beginning Mny 1, H>61-
( a) The t.erm "dependent child" s~nll, notwithstanding section 

406(11), a]so include 11 child (1) who would meet the requirements ot 
such section 406(n) or of Jedion 407, except for his removal after 
April 30, H>61, from the home of IL relative (specified in such section 
406 ( n)) as a result of 11 judicial determinlltion to the etrect that con­
tinuntion therein would be contrary to the welfnro of such child, (2) 
whose placement n.nd cnre 11ro the responsibility of (A) the Stnte or 
local ngency administering the Stnte plnn approvcu under section 
402, or (B) any other public ngency with whom the Stnto ngency ad­
ministering or supervising the ndministrntion of such State plan has 
mndc nn a~mtnt which is still in effect 1tnd which includes provi­
sion for nS.suring development of 11 plan, satisfactory to such Stato 
agency, ~or such child ns provi<lecl in pnrngrnrh ( f) (1) and such 
other provisions BS.may be necessary to nssut·o nccomplishment of tho 
objectives of the St.ala plan approvc<l under 1X?ction ·!02, ( 3) who has 
been plnced in a foster fnmily homo or child-caro institution as a. re· 
su lt of such d_etermination, 1md ( 4) 'vho (A) rocci vcd nitl under such 
Stl\to plnn in or for the month in which court proceedings leading to 
such determin11tion were initiated, or (B) (i) wou ld h1\Vo· received 
such nid in or for such month if application hnd been mnde therefor, ____ , , \ ., .. 



I . or (i i in the cnse of 11 child who. hnd been living with a· relati : 
spec!·: ·i in section ·106(11) within six months prior to the month ~ 
whici. .,:1ch proceed~,,~ were-initiated, would. have· recei~d·such • 
in or :or s11ch mo?tth if in such· month he had: been living-with, ( 
remoY"d from the home of)' such 11 relative and: application had 
made c:hf'refor;· ·: ·•.!~ · · > : - ..... : .. .. . -.., ·....... ....... : ..... . :~ ..,. ,: . ·· . . 

(b) the f.erm."aid· to familia1 with dependent·chiidren" shan;~it_ ' 
withstnndintr seetion. 406(b)-, indude· also. fostet' care ·in' behalf ·of; 
chiJd described in:pa~ph (a) of this«aection- · · ,. :"i.;;;::._ 

(1) in:the fost~family home of' any individuRI, whethw t~JI 
payment· therefor" ;. mndo: to• ~ch inrlividnal or to a: publi~~~~ 
nonprofit. privRt.ei cbilrl~pluement·or-child~care a~ney, or-·.~·-':i'":'.,~ 

(2} in· a. child-care ini;titution, whether the· payment therefol!>.~ 
is mnde to snch inmitntion or · to a pnblic or n~nprofit pri.fa~~~! 
chi1d-plllcement or chi1rl-cr.re Rf?tmcy. but. snhject to limitntions.•;;~ 
prescribed by the· &.cretnry with " view to in<'luding· B! "aid'.~to!~ 
fnmilies· with cfopendent childnm" in the cnse of s11ch foster. cit~~ 
in such institutions only those items which nre inclnrlerl in such~.;:~ 
term in t.he CnS8' of· foster Cl\l'e i'n· tJle foster f11miJy home· of'aif·"J 
• .l • ..t I · . .. :.r· .1:1_ 
lnulVJu\lR , . . . . . , . · ! · .. --~~ . :.:,.~j 

( c) the number of indiviclnnls count..d nncler. cll\m1e . (A)~ o'f ~~.::~ 
tion .Wa(tl) (1) for l\ny m'onth sh~ll in~lnde indiviclnnl~i (not oth~~ 
wise inclucfe<l und«'r such cl nu~) with. M"Sf>eCt to whom expenditttNf:~ 
\Vero mnde in s11ch month ns aid to fnmilies with depende'nt child~,~ 
in the fonn offoster-care : and · . : · ,-· .~:~i~ 

( d) services df'Scribf.d in pnrrt!!f'l\Ph ( f) (2) of thiR section· s~l_l.li\it~~ 
consiclered Ml pnrt of the a.clministrntion of the Stnte. plan for pur~~ 
of section 4013 (rt) un j . :)~:~ 
but. onlv with rosner.t. to I\ Stnte whoso Stntc plnn 1tpproveci un~~~ 
st?rtion 402- · -·.~ ~~ 

fn\ incl11dP.'l nicl for any cl,ifd dnscril:Md in pnra~aph (o.) . ~f ~hi~1~~""· 
section, o.nd . • . - · · · .· . · . . • '. " ,.-.... ~, .., ,P., .. :.,~ , 
:· (f) inclndcs provision for (1.) clevelopm;nt of n plnn for P.ft~h !'le~:.~ 
rhilcl (inclnrlinJ! pcriodie- roviC'w oft.ho ncc<'ssity for tho child's being, :~ 
in I\. foster fnmily home or child-cl\~ institution) to n88.n't6 thati ]'..:I 
ho receives proper cftrn 1U10 that services· are pro\'ide'.I which are de-1-:_. 

signed to improve the conditions in t.he ho~m fr~~ wTifch h~. wo.s ~:(~ 
moved or to otherwise ~nke possible hisrooinµ- pll\('OO in· the home ot&):.-~ 
relative s~cified in sectfon 406(n). Rnd'. (2) use by the Stnte or local ·~ 

ngm1cy 1tuministHing the ~tnte pln.n;·~~o .. ~he .. ~o~imum extent:pJ'i~k-:~ 
coble, in plncint? such n child in I\. fO!ter fnmilY- home or child~cam. ·: ~ 
institution, of tho services !>f employees,. o! th~ $tllto public-welflro• ;j 

------ -·------------- ----- --- --
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:1!!cncy referred to in section ii:2~(a) (relnting to o.Hotments to States 
f;;r nny c11ilcl welfnre serdces under part 3 of title V) or nny local 
ngency puticiputii1g in the ndmiuistration of the plan referred to in 

.. . such scctiorr, who perfonn fwictions in . the. a<lminis.trntion of such 
plan. .. . . 

For the. purposes_ of this-~ion,. the term "foster family home" 
mcnns a..foster:fiunily home for children which is licensed by the State 
in which. it is situated or has been nppro\"'e<l, by the o.gency of such 
Stnte resp0nbibl~ for. licensing homes of this type ns meeting the stand­
ards cstno.µ.shed for ~uch licensing; nnd the. term "ch.ild-cnre institu­
tion" menns n nonprofit pri\·nte child-care in..ctitution \Vhich is licensed 
by the State in. which it is situnt~d or. hns.been approved, by the o.gency 
of such State re5i>onsible for-licensing or npprova..I of institutions of 
th is type, as.meeting the stnndn.rtls established for such licensing. 

Community Work and Training Programs 

Sec. 409~ (n) For the- purpose of ussi.sting the States in encour­
nging; th rough community work a.nd training programs of a. construc­
tive nature., the conservlltion of work skills and the development of 
new skills for individna.ls who have atto.ined the nge of 18 and a.re 
receiving o.id to families with dependent children, under conditions 
\l'"h icli 11ro designed to·nssura protection of the health and welfare of 

· such individun.ls n.nd the dependent children involved, cxpenwtures 
(other than for medical or nny other type of remedial care) for any 
month \Vith respect to a dependent child (including payments to meet 
tho needs of o.ny. relative or relatives, specified in section 406(a.) , with 
whom he is living)·. under a State· plan 11pproverl under section -102 
shn.11 not be e:tclucled from aid to families with dependent children 
!Jecnuse such expenditures are mode in the form of payments for 
wol'lc performed .in such month l..y any one or more of the rclo.tives 
with whom such child is living if such work is performed for "the 
Stnte agency or any other public agency under a progrnm (which 
need not bcr in effect in all politicnl s ubdivisions of th6 State) ndmin­
istorcd by or under the supervision of such State ngcncy, if there is 
Stnte finmncial participation in such C.l:ponditurcs, nnd if such Sto.te 
plnn includM-• 

(1) provisions which, in the judgment of the Secrctnry, pro­
vide· reasoriabJe l\S!lttranco that-

( A). approprinte standards. for health, snfdy, nnd other 
conditions. applicabJa to, tha. performnnce of such work by 
such: rolatiTI"& nre- estnblished n.n~ maintained ; 

(BJ" payments foe· Such work anr·n.t rates not Iesa than 
the minimum rnt.e (if any) provided by or under Stato Jaw 



· Sec. 409(a) --- --------- - -
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for· the same type of 'vork and not less than the rates prev _· -~ 
- ing.on similar work in·the C9mmunity~. · ·· .. . . ::.?~ 
·: · (C) such work is performed on projects whieli semi5- ... , 
U8eful.public purpose, do not result either in displaceme~· , 

· regular workers or in the · performance by such. rela.ti••C ·~'1 
···· work- that. would otherwise· tJe ·perfonned· by employeea-:'<if~ 
- pnbJic·o~ private agencies,.in.Stitutions,·or organizations, ·~}J 

· (except. ~' cases of projecta which. involve emergencie,8 ;~4 
' ~ : · which· are generally· 0£ a nonrecurring nature) are of a tjpet~! 
··- which- .hu n~ no~lly been· undertw~ in tho-past bl' .~~ 
· -· Stateorcommunity,asthec:W·may,be-; -..·· · - .·.:.,·: :: ~~~ 

.. (D) in determining the needs of any such relative, &riT;1 
addition&! expenses reasonably attributable to such. work ·~~!l 
be considered ; · · .-~·f~1 

(E) any such relative shall have reasonable opportuniti~.:~~ 
to seek regular employment and to secure any appropriat~:~~ 
training or retraining whicl1 may be available; ··.:.: ·~j 

(F) any such relative will, with respect to the work so pei:-· _.j 
formed, be covered under the State workmen's compensatiori~~~ 
law or be1 provided comparable protection; and . .:.,--~ 

{G) aid under the plan will.not be·donied with respect:to~tt 
· ~ any ~ch relative (or the dependent· ~hild) for rdusal by sucl:i51 

relat1vo to. perfonn any such work if he has gcod cause fo~J..j. 
snch refuSlll; '.·\r~ 

(2) provision for entering into cooperatin arrangements wi~ 
the system. of public employment offices in tho. State lookL1g ~~] 
wnrd employment or occupationnl training of any such rel11tiv~~~ 
performing work undersnch program, including n.pproprinte p;'Oi-i' 
vision for re~stration.~d I_>Criodic re~gistr11tion of such :c~ative5;~:· 
and for maximum uttltzlltton of the 1ob plticemont ser;1ces o.nd .. ; 
other. services and facilities of s uch· ofticee; · · -· ·~: 

(3) provision for entering into cooperative arrangements with',·_ .. _ 
the State n~ncy or agencies responsible for administering or su-: ~~ 
pervising the Admin istntion of vocational education !lnd adult·= 
education in the State, looking toward· maximum utili.uation at.··· 
available public Yocationnl or adult education ~ices and fncili-;. . 
tiM" in the Rtate in order to encoul"alf8 the training-or ~trai~ing ~ 
of Rny such relatives performing work under such program n.nd ; 

· otherwise.1U18isMhem· in. preparing for regu)ar·employment; "·· ~ 
· (4} provision-. for &881mn~ · appropriate a1T&n~me.nta for the ·~ 

care and prot.ection of the child durin1t the Rheence· from the home 1 
of nny.• such. rellltive perlo~ng--:w:ork: under-such program in ·'-1 

• ' 'I M ""' f ~ -)f. 
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233 Sec •. 41U(c) 

order to ~sure that such absence &ml work will not be inimical 
to the welfare· of the c11ild; · . 

(~) · provision t;bat. there be no adjustment or recovery by the 
State or any politicaLsubdivision thereof on &ecount of. any pa.y-
ment3 :which. are· correctly ~e for such work.; and·_ . 

( 6). such other provisions' as; the 'Secretary finds· necesaaey to 
assure th.at the operntiorr 9f such program will not interfere with 
achieveineiit of the ob)ectives set forth in section 401. · · · t 

(b) Ill the~~£ any Stat;,iw!ilcl\ makes expenditures in the form 
described~ su~~io~; (~)· µ.oder- ~ts State pfan.approveci .)lllder·sec­
tiou· 402;.,the proper. :a.nd·'.e~c'.ient ~ist~ation· of the State plant for" 
purposes of section 403(&), (3) aud ( 4.} ina.y not, includec the· cost of 
making· or acquiring materi&Js. or equipm~nt in connection with the. 
work performed under a program referred· to in subsection (a) or the 
cost of supervision of work under such program, and mar include only 
such other costs nttributnble to such programs as nrc permitted by the 
Secretary.1 

FOOD ST.\llP DISTRIBtiTIOY 

Sec. 410. ( n) Any Stnte· plan for aid and services to needy families 
'with chiTdr<'n mny (but is not required under this title or any other· 
provision of Fedeml 111~ to) p~ride for the institution of procedures, 
in any or all nreas ·of the Staie, by the State .ag~ncy ntlministering or 
supen·isi11g the nclmin.istrntion of such plnn under which any house­
hold pnrticipnting in the food stnmp program established by the Food 
Stamp .Act of 1964, ns amended, will be entitled, if it so elects, to heve 
the chn:rgcs; if n.ny, for its coupon nllotment tinder such· program 
deducted from nny nicl, in the form of money payments, which is (or, 
C'XCept for the deduction of 5uch chargt-, would 'be) · pn~·able to or with 
rcspe::t t.o ~nch houst>hold (or nny member ot· members thereof) under 
:l\tch ·plan nncl hnve its coupon allotment distributed to it with such aid. 

(b) Any dcduct:•m mndt:· pm'!!mrnt to 1m option provided in n.ccord­
nnce with subsection ( n.} · shall .not be considered to be n payment de­
:-:cl'i bed in section -106 ('b) ( 2). 

(c) Notwithstanding. nny other provision of lnw, no n.gency which 
is designated as a State agency. for rmy Stnte under or pursullllt to the 
Food Stump .Act of 1964,,. as amended, shnll be regarded as having 
failed to comply. with any requirement imposed by or pursuant to such 
A.ct solely OO!ause of the failure, of the State ngency arlminist~ring. or 
supervising ~ administration·~f t.litrState plan. ( nppl'Oved under this 

' ' . 
'P.L.D0-248,lft~2ot(ci·<2»pnYtci.e: .. '. · "'" · , ·. · · .. ·:.·". · ' 
"The pro.tmona• ot 1eedo11 tOe. ot Ultdloct1l Seewntr Act· 3b1ll not'. a1111b- to an:r State 

Wltb reapert to • .,..quarter beclnt1l11• after .Juae 30, 1901.'" 
I ' • • f • -

... . \,. .. :·· ·· . .: :·-..:: ~ 
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Sec •. 410(c) 

pnrt.\ of such Stnte, to institute or rnrry out n ·procednl'e, clrscribed in _-.;~:· 
.subsedion (a). 1 2 • •. ., 

Part B-Child-Welfare Services 

. Appropriation 
.. 

See. 420. For the· purpose of enabling the United States, throur,.h·:j~ 
the Secretary, to cooperate with State public welfare ngenci(:S in ~~,'.~. 
establishing, extending; and stii:ngthening child-welfare servicef., the.r. ·~.s 
following sums·Rre hereby aut,hor.izcd to be approprjated : $196,000,~~~ 
for the fiscal year ending June 30, 1973, $211,000,000 for the fiscalyeai,:1=i,:~ 
ending June 30, 197-1, $226,000,000 for the fiscal year ending Jnn8' ao;"·~:·'.·:~~ 
1975, $246,000,000 for the fiscnl year ending June 30, 1976, Md $266,-. · ~ ' -:~.~ 

. ~ 000,000 for each fiscal yenr- therea~r. . :.-..~ 

AJJotments· to States-. . ;;:fi 
... ' N.:1t 
. ~·:·~ 

'<"l Sec. 421. The sum appropriated pursuant to section 420 for ench ~"':-.~~ 
.fiscal year shall be a11otted by the Secretary for use by coopernting· , -~-~ 
State public welfare agendes which have plans developed jointly by . ,;~~ 
the State agency nnd the Secretary, as follows: He shall .allot $70,~- ··::':'~1. 
to each State, and shall nllot to each State an amount which hears the~. /~ 
same· ratio to the remo..inder of the .sum oo approprfoted for such yur._·,~.-~,:'1-· l 

us the product of (1) the population of such Stnte under the age of: . .. ~·~ 
21 nnd (2) the allotment percentage of such State (ns determinedJ . 0 
under· section 423) bears to the sum of the· corresponding produ~ -"F-~ 
of all the States. . :· :~~ 

Payment to States . ~.-:j1J 
Sec. 422. ( ~) From the .snms upproprintecl therefor nn? the · ~} 

nllotinent o.vnilnble under thl.S part, the Secretary sha11 from tlDle to /!4 
time,pay to each Stat.&- · · ... 

~ (1) that has .a plan for child-welfare services which has been· 
developed ns prodded in·this part and which- _ 

(A) provides that (i) the individual or ngency designated . J 
pursua.nt to section 2003 ( d) (1) (C) to administer· or super-- ·· ·: 
vise the administrstion of the State's services p~grnm will ~ 
administer or supervise the administration of such pfan for ~ '-1• 
child-welfare services n.nd ( ii) to the extent that child-welfare · •• 
services arc furnished by the statr of the State agency or Jocal :I.: 
agency administering such plan for child-"!elfare services, a '· . 

___ s_ingle organizational un.it ~such State or local agency, a.s the. ··~. 
'S.C:!lnn ~10 wu adl!fll bJ !ltttlon I(a) ot P.L. IH-585 • 
• s •• NIR'O lfftton l(b) ot P.L. D-h-MJ5 •hlctl ti Pr1Dted OD D••• 70-& ul tbl1 document. .' : . 

-~ 
- ---- -
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cnse may be-, will be responsible for· furnishing· such· child­
'vclbt·e services? 
"'. (B) provides for. coordin,ati~n J:;etween·. the serrice! pro­
vided· under such plan. and the services provided for depend-

" ent. children .. under. ~e. State plan approv~ under part· A 
.. of thia-tit~et with a · vie~ -~· provision of welfare and related. 
· Jservices- whicli. will bet promote the welfare o!'such children 
~d-their fa.;nilies, and · .; · 
· .. (C) provide!; 'witfi: reepect· 1:4-day.· can.- servi~· (includ:.. 
·ing tlie provision of 'such·are)1 provided under this.title-
. : · ~ (i) · for· coopma~ve.' nrrangeinents•" with th~ " State 

· lie.Ith authority- and-lb~ State:a.gency·primnrily respon­
sible- for State supervision of public schools to R.SSUre· 

maximum utilization of such agencies in· the provision of 
neoessiiry henlth. services and education for children re-
ceiving· day care~ · 1 

··· (ii) for an adviSory committee, to· ndVise the State 
public welfare ngency on· the general policy involved in 
the provision of day cars services under the plan,. which 
shall include among its members representatives of othel"' 
State· agencies concerned with day care or services related 
thereto and per90ns representntive·; of professional or 
cine ot:'other public·nr·nonpr06t·private agencieB, orga­
nizations, or groups concerned with the provision of day 
. ' care;• 

.:: (iii) for·B11Ch afeguard.s aa·may be•n~ to.u­
sure provision.of.day care under the·plan on1y in cuee in. 
which it is in the hf.st- interest of the child· and. the motlier 
and only in·cnse:S in wfiich i~ iS.detennined; under criteria 
ootnblished by U1e State, th&t I\ need for such care exists; 
and,. in cases in which the fnmily is able to- pay part· or 

' alt of the coets of·suchi care.; for payment of such fees as 
·may. be rcasonnble in tho light of such ability, 

(Iv) for giving l~tiority, in determining the existence 
of need· for such day care, to member! of low-income or­

. other grotips ui-~ popuration; . and to geographical . 

1 lo tbe ca11 of Oaaia, PHrt!IJ ntco, ud ua. V1rat• ltludll, MC11oa -412(a)(l) (~) • ...a>. 
na runowa: . · · 

'' (A l proTldu that (I) the Stue'. •19tler de.tpattd punuant to aecttoe 40!(a)(ai° 1;.: 
ntlmlnt11i.r· or aupent .... ·lh•· a c!milll•lfttloe> ot· tbe, plaia• of tJ.. State approTed 11alter par• 
A ot thl• · title- wtU 111.111l"j1ter: °" 1uperYlM tb1 adrolntetrwtloa or; 1uch. plu tor t'hll4· 
l\'Clfnre s11"lcet1 .ad {II)' lo 1 ttie Utmt• that•chtld·weltan- •rvlc .. • are tani•bef 1t1· th• ' 
~t11ft' ot the· Sti1t.· •ll'i•eJ'· OP"loc..I' .... e,.· 11dD1tatatertar aa(b pin, for· cl\116-w•U•,.. Mn'· 
lcea, th& orpnluttonal. ualti· In· e.C Stat• or- ll'!ftl aceat'J ot11bll1bld punuaat. to - · 
tlon •02(•) {)5) wlll' bt ~pon.tbh1, for fandahJa• 1ucb cblld·weltant 1tmN1,", 

--------------· 

.. . 
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areas, which have-the greatest relath-e need for·extensi~~ 
of such <lay care, llJ!d . . J 

.-. (v) that dny. .~ pro·vided unde? the plan will lji\·' 
·· ·pro-rided. only. in: facilities.· (focluding: privat&. bom . · -.. · 
· which nre licensed by the Stnte, or appro,•ed ( ns meeti~ 

the standards .e.sta~~ished,for ~ch ),icens;llig) by thfl Stat°"f 
· ·. · :-:r agency responsible f~r.licensipg :f.aCiliti • . of.:thia . \ 

and · · ·· : .. ,,·· .. ~· 
·• -· • . ,. :• .. :. ' . . '"'·-·ll . 

• : r {vi)' · for. t~ .det:elop~ent. a~~·4ii~lemen~tfon . of' .. ~~~·· 
rangements . ~or: the m~.eifec~!e · mvolvement ot ~ . • : . 

.. : · . . .. . · parent or P.•~ts- iiL ~he appropri.ate caro of t.~! #~:· 
and the iinpovement of· the··health _and··. development. ~iiJ 
th h 'ld d . . . ~ . . .. ..... -.p(~~ 

. e c i ; an . . . -. . ·.·· , . ,·":~.~.£ 

(2). that makes a satisfactory showing that the Stnte is extend.ajfi 
ing the provision of child-welfnre servies: in the State, with-~'i~ 
priority being given to communities. ·with the greatest need fo~J~ 
such: services after giving conside:ra~ion to their relative financial\·~ 
need; and with a. vie~ ~o making available by:July· l, 1975,. in-.:~~ 
all political subdivisions. of the State, for nll children in· need .. ·_;~~ 
thereof, .child-\velf11re services provided by the sta~ { 'vhich sha.1:1,J 
to the extent fen.Sibl&i be composed of trained chiid~welfare per-:--;·1·,~ 
aonnel) of the State public. welfare agency or. of the local agency:;;: . 
participating in• the: administrntio~ of the . plan in: the· politi~~;~' .. bd ' . . . . . · .lt . 
Sl\ I VlSlOn1 ' " . ' ·.• · • . · • ... ,. • : ' ,.. : , . · ·~ r .,:::w 

except thnt (effective ,Tuly 1, 1969, or, if erarlier, on the date. aa· of/~ 
which the modification of the Stnte plnri to comply with this: requiret- ,ti] 
ment with respect to subprof essionn.1; statr;::is 11.pprovcd) such. plan~~~ 
shall provid~ for the training 1md effective use cf pr.id.subprofessional' · ... , 
staff with particular emph11Sis on. t.he full-.time or pnrt-timo employ- <·., . 
ment of persons of low income, ns. community service nideS', in tho·· ~ 
ndmirustrntion of the plnn trnd for .tho use of nonpo.id or pnrtinlly ·~~ 
po.id vqlunteers in providing services. and. in nssisting any ndvisory · ~~ 
!-ommittees estllhlfahed hy tJie Stntc agency, .nn nmonnt equal"to ."t.lie· :--;~ 
F'edernl sharo (as determined under section •t23) of the t?tal sum . :,4. 

expended n.ndcl' such. plnn (including- the cost of. lldministrntion ot . ' ~ 
tho pl11n) in mooting.the c~ of .. S~tc, district1,co1mty1 .. or other local .. ~1 
child-wclfnre servic~, in cleveli>ping State service5 fo'r,~e encourage- -:~i 
ment 11nd UBistance of ndequattt method! of·commµnity child-welfare , · .;·~ 
organization,.in r)aying the costs ~f ~ttirning:llny runa~ny child'. who . ·:~ 
hl\8 not Rttained the l\gt! Of.eighteen to•his OWll Comimmity in· nnothor • ;~~ 
S.tate,. "and.: of. main,taining. ~ucll.cllil~'n~i~ sucb:.repmi (for; ~; pe"riodl. :~:~ 
not exceechng· fifteen tiays) , in· cuet!l· tn-:whtch1·such coetJJ'cannot·be-met"'· : 

j • • ·. ~''lJ !,'., ,. I 1 •, I '.'; · . ·. ~ -;::~ 
. . . . . ' . ,· ~'4. :·~.: · ~. , .. . : . . i.'• ... .• - • : ; ~J 

' I o 41' .. o ._ : l' \'t·;,~\J,o ' I • ' o'" ..,1 ' :> .... ~·~· ..... - · oC I.-, :1 ,;~ 
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by rbe pnrents of such child or by any person, agency, or institution 
legally responsible for the support of such child. In de\"eloping such 
ser'°ices.for. children,.the:facilities :md experience of Yoluntnry ngen­
cies' shall .be:. Utilized, in: nccordantt with. chifc:l-care programs and .ai-­
nmgements: in t~e State- and' Iocar coinmwiitiea tlS·mn.y be authorized 
by the Stat.e.;:: :·: .. -, .. · ~ . ·-~ : . ·: . : . · .· , · . ,. 

(b) Tha·:nethod.·of. computintfUiQ. paying.sticlfamounfs·~hall_be as.-
• • • I I • • .. ~ • 

follows:.. ·· · · ··· : , · ' · · · 
(t). 'The.Setretary shall; prior to t1ie lieginning of 'each period 

for.· which.11 payment is ta. he·mnde, estimate tl1e· amount to be paid' 
to the State-· for. l:JUch perio<htndel' the provisions of·sn0section ( B). 

(-2) .. Fl'om. the: illotrileht·11vnilAhle therefor,; the· SeCretarv sh!i.11 
pay the a·mou.nt so estim·ated!:f.e<Iu~~9nii€ren8ed-;~ ~he ·ea~ inay 
be, by nny-sum" (not previou~ly hdjnstecl nnder 'this se~tiol)) ' ~y 
which ho .finds thnt his'estimnte ·of the nmonnt to be pnid the.State 
for nny pt·ior periOd under ·this section. was ·greater or less ' ti !lln 

the nmount \i-hich should' hnvc been p11id to the Stnte !or such 
prior period' un<l~r thiS'seetion. · · - ·.; 

( c) If on December 1, 1!>74, the ngency of n Stnte administering its 
plan under this ptlrt \Tns not the ngcncy designated pursunnt to section 
-lOZ(n) (3), suba.:ctit1n..(aJ(l} (.A) of this section shnll not apply with 
~·espect to 8ll.Ch ,agenc~· but only so long BS such. llgency·is not the 
agency: d~~igtj~., 1,11Ufot. ~tion .. 2003(d) (J.:) ·(C)·,-and·if on Decemlier 
1, lDiJ:j tho locaYag!!ncy .. administeringi· the' plnn· of' m·Stat8 'under this 
pnrt in· n subd~visi'on-of the State is not: the locnl ngency in such sub­
dh·ision adm.itiistering.tlie ·plan of such· State under ·pnrt .. A of this· 
titl~ snb8f:ctiori$,ai1{1)f.4:)='ofthis ~tion sh11.ll not apply.~th· l'effped 1 

to such locat. &~ey,. but only 8o long-11s such 10cahigmlcy·is·not th~ 
loc1d ngt.mcy a~bJ)tnisterlng .the·prog.rom of the Stnte for the provision· 
of services under:tit16-X...""{..- . · · " . -' 

I j +• 

.Allotment Percentage- and Federal-Share . . . ' 
~ • • • · 'lo • • • • • • , • • 

Sec. ,jzt ·. (~); .. Th;' 'i4&1l~t~~~t ·~~ce.nt;1~" for· a~y Stnte shaU 
be 100 per centum.less the Stnte tler.~('ntnge; nnd tho Stnte perccnt~ge 
shnll lie t.ho.pereehta~e wl1ich be11rs' the same r1~tio to 50 per centum as 
the per cnpita income.of such· ~hate ~ars to the per capita income of 
the United Stntes; except that (1) 'the nllotment percentnge shnJl in 
no cnso .~ ,1~.t~:OO- per centum.of ~ore th11n 7.,0. per centum, and 
(2) thB allom~P.t · percentage shall be 70· per centum· in, the· case of. · 
Puerto. Rico, the Virgj..11,:f~IUlds, and, G.uom." .. : ., . , , · · · · . . · 

(h) T!ie:"F~e~l.sl18re" ' lor any ·Sta~ foo·nny fiscal:year..sluiil"be. 
100 per centuni. lelili'that' ~t.age whfohd>eRrs"the"same' ratio· to 

-----·----



ISO pe~ centuni as the pe1~ capita income of such Stntes. bears t~ the· per· 0~ 
0 capita income of the Unit~d Stntes, e,xcept thnt {1) in no. case shalr .:) 

t~e Federal share.be less ~an 331AJ per centum.or more·than 66;{, pet.·~ 
centum, and (2) the Federal share ahall be 66% per centum in the c....- "1l 
of Puerto Rico, the Virgin Isla~ds, and Gunm.. . . · · .. f:j 

: ( c) The· ~ederal share· and allotment. percentage for eieh Sta('.e :~ 
shall be promulgated by the Secretary between October 1 and Novem-· ·:1 
her 30 of ea.ch. el"eri-numbered year, on the basis of the nverage per:·~ 
capita income of each State and of the United States .for the · three~~:~ 
most recent calendar·years for which satisfactory data are available<~· 
from the Department of Gommerce. Such promulgation shall be. con:·:·\'~" 
elusive for each of the two:fl!!Cal ·years in the period beginning:October ·'°J'. 
1 next succeeding. such promulgution: Provided,. That the Federal , {­
shares.and allotment. percentages promulgated under section 524 ( c )' of ; . 
the Social Security Act in 1966 shall be effective for purposes of this ' -!" 

section_ for the fiscal years ending June 30, 1968. and .Tnne 30, 1969.1 

(d) For. purposes of this section, the term "United States" means ·; 
the fifty Stntes and the District of Columbia. 

Reallotment 
• 1 - ~~ . .: ·:! 

See 424. The amount of any allotment to a State under section , ~ 
421 for any fiscal year which the State certifies to the-Secretary wilf1J 
not be required for cnrrying out the State plan. developed as providecfl ·~~ 
in such· section sh111l be 1wnil11ble for roallotment from time to time, on ~, 
such dates 11S the Secretary may fix, to other States which the secr9.: ... ~~ 
t.ary determines (1) have need· in carrying out their State plans s&;;.j 
devofoped for sums in excess of those previously allotted to them under'i~~ 
that section rmd ( 2) wiJJ be abl~ t.o use such excess nmounts during such: -'j.; 
fiscal yenr. Such rcnllotments shall be mndo on the basis of the State'. J~ 
plans so de\·eloped, n(ter taking into considerntion the population· ' 
nndar the nge of twenty-one, und the per capita income of ench such ·. 
S~te as compared ''"ith t.he 'popufotion ·un'der thB nge of twenty-one, ~~ 
and the per capitll income of nil such Stntes \Vith respect to which Sll~h ~ 
.\ detenninnticn by tho Sec1·etnry hns been mo.de. Any amount so real-?. J 
lotted to 11 State shall be deemed pint of its allotment under .sect.ion ':'; 
421. . -· \ "'! 

:· Definition "41. . I 
, . , ' . ~:l 

. i 

Sec. 42.5. For purposes of this title, . tho term "child-welfart" .~ 
•rvices~' menns public socinl services· which supplement, or substitute· ~ 
for', pa.rcn tal caro and snpervisfon'· for the purpoee of ( 1) preventing oi- ·:1 

. ! ·- . . . . ' '• . ' 
1 :SubMcUOD (c) -. araended by -u..,. 22 ot'PubUe Lew K-273.' 

·;i , 
i, 
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remedying, or. assistin;; ;n the solution of problems which may rneult 
in, the· neglect, 11.bm:e: .. :1loitntion,. or delinquency of children, (2} 
protecting and caring fo r homeless; dependent, or neglected children, 
(3} protecting and pr:)moting. the·-welfare of . children. of'·workiug. 
mothers, nnd. ( 4) othen-.-ise protecting: and promoting the welfare of 
children; incJuding the strengthening',~f their own home.s where:poe­
sible or, where needed, the provision,· of ndequa.te· care of children 
away· fro.m their. homes in f~r {Ji~y ~omes or day-<:nl'b· <?.r other . 
child-care facilities. · ·' .~ . " . '., , · ~.. . .. · 

• I ~' \ .'• - : • 

· ~~ch; Training; :or Demol!stration· Projffta~ " 
' · . 7. ·;"." :. . . . : . . ~ '.,1 . ;: .. ... 

See-. 426. (a.) There are hereby· authorized to be appropriated for 
i•nch. fiscal- year such sums as· the· Congress may d~termine-

{ 1) . for gnnts by the Secret.nry-· .. · - . 
(A) to public- or ot.hcr nonprofit institutions of: higher 

learning; and to public or·other nonprofit ngencies and or­
ganizations engngcd in resenrcli. or child-welfare nctivities,­
for specil\l resenreh or clemonstrntion projects in the· field of 
child ~elf are \vhich nre of• regional or nntiona.l significance· 
and for special· projects for the demonstration of new meth­
ods or" facilities which· show promiqe of substantial: contri-
bution·to the ndvnncernent of cbild;welfaref .. 

(B} to State· or locnt public agencies responsible for admin­
istering, or supervising the·n.dministrntion of, the plan under 
.this pnrt.,.for projec~·for the demonstration of the utilization 
of· research (includbg .findinp resulting. therefrom) "in tq~· 
field of child welfiro in .01·det to .encourage experimental and 
special types of 'Wei fore Services; o..nd 

(C) to public or other nonprofit institutions of higher 
lea.ming for special projects for tmining personnel for work 
in- the. field of child welfare, including trnineeships. with 
suclt. stipends and allownnccs tis may. bo permitted by the 
Secret&ry; nnd . 

(2) for contro.cts or jointly financed. cooperative a.rrnngementa 
with. ~'tnte8 and' public and other. orgnnizutions·nnd ngencics for 
the conduct of research, special projects, or demonstration proj­
ects·relntiDg tO-such matters.· · ·: • . , · . . ·: 

(b) Pnyments of grnnts or under- contracts or cooperative arrsn~· 
ments under· this. section. mny be.r.µade. i~~ , advance or by 'vn.y of reim­
bursement; aiid. insuch~tellments.i as the Secretar.y inu.y:·determine; 
nnO. shill be n:iade on- such oonditions· u ,the .S~cretary finds nooes-

\ . ""' •' . . 
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See. 426(b) z.s0- - -----.----
. . . \•" 

sary t.o C.rry ·out tho purposes of the ;;: :1ts, contracts; ·or. · other. ,; 
• ._ • • '"'! . • • " "'' .~ ~ - \' -: . . ~.,. ... ' : · . . · .~.. . ·. ~·· ::Y'·. ·:: -~- ·=: " '. •:;;! i,~i:i~~.~~~-~":~·'f.'":.~' 

·. . ,, . . . '· .. ,- . ·-· ·:·· .':-·~·~. - -:-: ~--<;-"~f_,,;'f. 
Part: C-Work Incentive Program for J~ edpienta. ot: Ai.I UndftZ·~ 

S P,__ . ..,, . ···'i9 ·.·; :. ·• · : · · -·· tate. ~ Apprond Un<l .:r Part· A:.. ::r"'~~;-~:-; •. -:· ~~;·~.$1 . ; . .. . . ... . . . ·: " . . .. -... ~: ~-~ .. z~. ~-~~;~~ J::~ 
. , . .. . · . . . . Purpoee . , ... ,. ·.- , ~ ... ,...?f· -~' ~?. ::l! . : .. .. . ... .' ... .. . :-'.:~ '"7·~ _-{~ 
see 430. The pu"rpoie. ot this part is to require "tiie" ~bliBiu:D~~~~ 

~f ·,.. program utilizing all available manpower 9e~ees~. ~Iudiiii~~ 
those: authoriz.od-_ under l>ther. prpvisions of law, unper· which:.'. in:.~] 

• • .. • II ' •• • • •'1,. ; .''h ! ; . • • • •'· '• • • ''•••'"'~ cbviduals reee1vmg aid to fanuhes with dependent children, Wiil be.;:~ 
furnished incentives, opportunities, and necessar.y service8 iii 'order:lor:.;~; 
(1) the emplnyment of suc.c. i?dividuals,in U1e regular. ~DDmy,. (2)<) 
the training of such individuals for. work in the l'egu1ar economy, ~d:~:~ 
(3)· the participation· of such individuals in public service- employ;!..~ 
ment, thus restoring-the f&mili~ of such individuals toindependence'.::· 
and useful roles in their communities. It is e.:tpectee' that the individ.:.:: ~ 
uals participating in· the prcgnun established unoer this part will,,f..~ 
ncquire· a sense of clignity, . ~lf-worth;. n.nd confidenc e·which will flow-:;,: 
from· being recognized as a wage~ng member of society· and 1~ha~'} 
the· examp]e of.a worJ?ng adult~. these families will have· be~e~~i,~~ 
effects on the children m such fauulies. ' : · · · ';\ ;i,;~ 

• rr ~'Jl't 

. . . ~ppr~~riatfon . . :-· . ~, . -:~· .. ;;~~~ 
~ 4.1L (a) There iB· hereby; authoriud· to be appropriated · to~~ 

the Secretary of Health, Education, and WeUare for each fiscal yenr~ 
sum sufficient to carry out the purposes of this part. ~e 5ecret.ary o~ 
Health, Education, and Welfare shall transfer to the Secre.tary o~t: 
Labor from l imo to limo suJlicieut amounts, out of tho moneys appdj 
priated pursuant to this seCtion, to enable .Jiim to. carry Oat IU .· : 

}ihrposei · · · - · · · " · : ... sl 
(b) Of tho amounts·.e:q>ended from ~ds appropriated pu~u·~~~·~ 

to su_beection (a) f~r any fisca_l year (oonunencing with tli~ fiscal'yoq~ 
ending-June .SO, 1973), not 168.9 than.-331,.3 per centum thereof shall.~ 
ez~n~ for carrying out t~e prognm_ ~f .'?.n-~1~~-jo~ t~-~~ ~(~~;] 
tom section 432(b) (1) (B)" and ,or,e&ITY,lng out the program otpu~.':1; 
Jic service employment l'eforred to .in section 432(b}(3) .'"" - ". ·' "· :~ 

(c} Of the sums appropriated punmant to subsectio~· (a)"to ·ciit.~ 
oat' the provjsions· of th.l~ part for any flsCi.J year ( ~omniericlng!Wil'~ 
the· fi9Cal year·encling June 30, 1073); not lestrthnn··~O ·pereent"sball'1~~ 
aµotted among the _St.ates ir_i . accon;J~c~ ~!~~1 ~ ~~rmuJa under· wlµ(~.j'J 

• • • • . t '\t. ...... 

--- ---·----------· 
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Sec. 432(c) 

e:ich St;nte recsives .( from the total a rnil11ble for such allotment) im 

amount:, which. beM"S the· sa.m& ratio to such totat a.-: · . . .. 
:-(1) ... ~)he·~· ~f ·the fi.~'.Year ending J~e ·sa, im,· ~d:the · 

fiscal yearending'.Tune 30; 197~ the average number of: recipient!: 

\ ! 

of; aici. to.;faDllJieii,·with~·deP,eildent>childreu··m. such" S~during ... · ·- ·•:··.i: ~ 
-· .. .. • . ,• ••• • • ~ • • ~ , •t.- • • . ,,. .. • .. J • • • • : • , .. 

thaomonth: of~Ja.nuary last preceding the commencement of such·· .. . 
~ ,.w-:be&n·;to,the averag&>number of ~clt xeci,P.ients during 
sucJunonth in.alt the State.;.and: :=-..• 1· • · ... " ~ • : " , _ . - , -~1 : :; ·' :~- ;.- . • ·, .. i .:, '. 

- (~)-. fu. the·case:of the·fuical.year ending,.I11Dea6, 1975~or.in~tli&. , . . · : 
Ct.s&ot~:r: fi&ca°t.·!earthe~; t.he·av~rage ;Runiber. of iiidivid~:.'. · . ·, 
uafo i.iisoch.State. who,.during the.Jiiorith-of·Januaey I.St· preced'-·: · .... , · .. _.:: 
ing· the. commencement of such· fiscaljear; &Ii, 'tegistered:· pursuant . . ; 
to.section4o2(!l}(19) (A:) bearstothe&YeTngenwnberof individ:.: ·' : 
uals iit alfState~(who, duril:ig:such month; are s0 registered. " : . . . . . ·: ! 

•• • ': · ·.: !;. "~,~~:~ ·.:.:.= •.• • • ~ ·:., ~ ~ ~ • . • •· ~ ~ •· ~ 

t·, · :.· .. ~ · : ;: °'.E&tablishment of Programs·.. . ~ ' 

Sec-. 432. · ('~) ri·e:.Secretacy of.Labor (h~~inafte~ in · this part 
rcferred-. to n.s the ~ecretary) shall, in 11Ccordance.with the.provisions. 
of tJ1is part,. ~ablish::work incentive ·programs ·ca8 provided· for in 
subsection '(QY,"()f tlifs. section)' in. ·eacli. State· ~er m' each: p0litical.­
subdiv~iioru <it:'~ .. State= ~. which. he:deterininea:_there js. & signilic~t. 
number· of: mdiViduals' who have· attained age· 16 11rtd. are receiving 
aid. to. families with. dependent. children.. In .. other i)oliticaf subdivi­
sions, he shall 'u8e. hi3 best efforts to provide. such programs either 
witlui"suc?l.,subw\rjs'ioni or'.·througb t4e provision. of transportation 
for such persons .. to ·political' subdivisi~ruf of the: State in wMch such,, 
programs are established.. . . . · ~: :~ . 1 '. . ". ,.. : • • • • • • • 

(b) Suc~1 progranur shalt inchlde, hilt ' shali . riot.pe linute~ . to, (1) 
(A) n. probrl-nm· plnciug n.s mnny individnnls ns is possible i111 employ.­
meat, nnd {B) _a; program util_izing on-the-job trnining posiitions ·for· 
others, {2) ~.progi:i\m .of institutionaf~nd' '"orlt·~rience trni~g- · 
fo r tho:se indi·: idual~ for whom such trnining is ltkely to lend\ to regu- . 
lnr cmploy~ent, : uuF(.~) · ~ program of pub.lie sen:ice employment 
for indi vi4uaJs fi>r .. who.m· o., job. in .. ~e .. reg ..t.l.~r.-ecpnorr.y, c1UU1ot . be,. 
found.. .. ... " · '· .: ' · · _ .. · · · · ;· · · . 

( c) :rn; ca·rryj~~~out' tho' P.utl>oees of "iius-. part. the. Secretar! may' 
mnke grantii.to, oir·enterJnto. :ngre~ent&-.wit~, pnulic or privllte n~tm- . . 
cics or or~ticnlii.: (in~luding 'Indian tribe~ with respect to• Indians 
on a· n!Sirv~~,~~uoept' tna~; ·no.;111~1{ gnn~o~tagreement. shall' be 
made to oJi:\mtt m;:p~~t.fempfO~r; for·proftt:of with'·*': riri~~ non- ,. 
profit empJo~fttob·orgnniiOed' for &\public p.u.pcee forpurpo&M of ~bet· 
work c:1P.ariedce:~;ogram.~.i8enbli8W'.ht,·f!]~~ (2 Y.~f. sutieedion :(b) •. - . 

• t,.~A.i"'• •• ,.~ ',. ..; * ~ ~· • I • -:.. • • , ... : ' '~b • ...... • ~'" + + · ·.: :. : H' .. .. :-

.. , .. ;.: " . . . . '• 
, ., . . -. " . 

._ _____________________ __ - -



. . . 
. . . . 

· PLEASE. NOTE: THE PRECf.DING PAGES WERE TREATED 
AS ·A UNIT IN THE ORIGINAL - DOCUMENT~ · 

, .. 



~ ";. _ · \~: 

.;,;':;:~ '\ ·' ?-, -
~· :_ ·~, - ~ 

... -o:.-· ';~-:_ :.: ·.• . : ... 

. :~~} /f:i i). ·~~;': ';:'.'' . . ' "'. -· 
· · .. :-OB:ANTS.TO STATES FOR AID TO THE AGED, 

·~)~9:a·-P;tSABLED, OR FOR SUCH AID.AND MEDI-
-. . · . . !STANCE .. FOR .THE-AGED 1· 

. "~;~·: ,~ · . · . . . Pap• 
.t.pproprlation ----------------------------------.:._____ 361 

,._'et.· l'laM-. for .Aid · to· A.-,. Bllbd, or- Dia bled, or tbr Sac.b 
~-j;, ~· ud ll~cal~~~~ AsecL-------·----------- 86J. 

;:.l'Qmut.-. tct Statel~~----------==: __ _.:. _______ ~ 861 

·· ; ···~[>PeraUon .ot State Pl&D.1------------------------------ 8i3 

·t>eanitlona ------------------------------------ ---------- Si3 ·~!:;:_. .. · . . 
~~(.~·, : : · ·· App~priation ·; 

. ·0n·l60l. For the purpose ( o.) of enabling each State, a.s far as 
.. ~~ -. .. hie under the conditions in such State, to furnish financial 

' to. needy individuaJs who are 65 yeal'B of age or over, are 
·:or :.•~ 18 years of age or o~er and permanently and totally 

"· '(0)19.f enabling each State,.as far as practicable under the 
' · ,.ia. Bach State, to furnish medical assistance on behalf of 
1 

:: . who are 66 years of age·or over o.nd who are not recipients 
· j9·the·aged,.blind, or disabled but whose income and resources 
. · ·· · t to meet the coets of necessary medical services, and (c) 

· " :_ · g each· Stat.e, as far ns practicable under the conditions 
·'. State, to furnish reha.bilito.tioo and other services to help 
. als referred to in cl1\use (a) or (b) to attain or retain cupu.­

• :.tor self-support or self-care, there is hereby n.uthorued to be 
''.. ·, :.ated for eiM:h fiscal year o. sum sufficient to carry out the pur­
..,, cit.this title. The sums made available under this section shall 

~·~· .', '.-for making payments to Stntes which have submitted, and 
'. "~ved by the Secretary oi H e111th, Education, nod Welfare, 
'.::pl&Ds for aid to the aged, blind, or disabled, or for aid to tho 
·'. ~µnd, or disabled and medical llBSistance for the aged. 

r..., ,. .. . •. . . . . 
.:PIAna for Aid to the Aaed. Blind., or Disabled, or for Such 

· ·~;.,.: .:··. ; : ~ Aid and Medical .ba!atance for the Aged 

.. 1602.. (a) A State plnn for aid to the nged, blind, or dis­

. ·or for aid to the aged, blind, or disabled lk1ld medical assistaocl' 
. ·a,eci; must-

. .... ·. ·: ·· ~ ,· 
. n-eos, MCtloa 301, ua•Ned title XVI 111 ltw t11tlr•t1 under tlle title "Supple· 

,. lec11rit1 lnroma tor tbe Ased, Dllad, &DIS Dl1Ablfld," t tf.cUn Jenuar1 1, 1074, but 
·~ to P.L. n-.c>I, MC. IOS(b), -• amelldtnent "°"' not 11 ppl7 to Puerto Jtlc:o, 

&11d the :\'lr1stn llland•. The .ametldtd title alari. on p11ee 3TT, thl • •olurne. 
tallle ot cooteota lloet not appear lo lht law. 

(361) 



Sec.1602(a) . ,362 

(1} except to the extent permitted by the Secretary with~>: 
'spect· to services, provide that it shall be in effect in· all po · ·='· 
snbdivisions of the State, and if administered by th£JD, be ; · 
tory upon them; 

(2r. provide.for .6nanr.ial participation. by the-State; . 
(3) either provide for the establishment or designation ·· •.. 

single State ngen·cy to administer the plan, .or provide foi · 
csta.blishment or designation of a single Stllte agency to su~ .i .• 
t.he administration of the plAn; ':-~~. 

( ~ ) (A) prm;ide for granting an opportunity for a fair · '; · 
ing before the State agency to any individuat whoae·cliiim for"' ~ 
or assistance under the plan is denied or is not a.cted upon w' 
reasonable promptness, and (D) that if the Sta.te pla.n is ·· · 
istered in ench of the politicnl subdivisions of the Stnte by BI · ·· 
ngency nnd such local agency provides a henring at which· ~·· -. 
dence may be presented prior to a hearing before the State ngertc-.:' 
such loc11l ngency ma.y put into effect immediately upon issuan~ 
its decision upon the mntter considered at such hearing; · -'·\~ · 

(t>) provide (.A) such methods of ndministrntion ( inclu .,-! ' 

methods. relating to the establislunent and maintenance of · ·· 
· sonnel standards on a merit bo.si.... except that the Secretary t ~ 
exerc~ no nuthority with respect ~ the selection, tenure of · !... 

and compensation of any individual employed in accordMce wi ~ , 
such methods) as are found by the Secretary to be necessary ~. 
the· proper· and efficient operation of the plan, nnd (B) for . '. . 
training and etf'ective use of paid subprofessional staff, with pa~. 
ticulnr· emphasis on the full- time or part-time employment· .: 
recipients and other persons of low income, ns community se~­
ice aides, in the ndministrntion of the plan nncl for the use of,\. .. 
nonpnid or partially paid volunteers in a social service volun~. 

:·Progrnm in providing services to applicants 11nd recipients and'r~ 
nssisting nny ndvisorycommittecs established by the State ngencf.;f:lf 

(6) provide that ~he' State agency '"ill muk~ such reports, · . · 
nuch form nnd containing such infon11ation, us the Secretary ma . 
from time to time require, and comply with such ~ovisions ' 
tho Secretary may from time to time tlnd ,necessa.ry to" assure~ 
correctnees and verification of such reports; ·.'~!~1 

(7) pro vi do safeguards \vhich pennit tho use or disclosnte· ~~ 
infonn11tion concerning applicants or recit:!:iilts only (A} to pu :; 
lie officinls who require such infomaation .it1 connection with th~~: 
official duties, or (D) to other peraons for purpose,, directly ~1.::; 
ncctcd with the administration of tho State plan; · , . . '.~;l: · 

(8) provide thut 1lll individuals ·wishing to make ••pplicatio~J 
for aid ~-~i~~nco under the pla.n sh&U have op~rtunity ~j 



l f. 

.. .... . , 

36.1. Sec. UW2(a) 

do so, o.nd that such a.id or as.:sistance shall be furnished. with 
rensonnbl·B promptness to all eligible. individuals;· 

(9) provide, if the· plan includes.aid 'or- 1\ssistance to or-on be­
half of individuals in private or pubJic-inst.tutions, for the estab­
lishment· or designation ~ a State ·authority. ~r authorities. which:. 
shall be responsible for· 'establishing. and maintaining standard.I 
for ; · · '.:: · · .: ! · .: • • · · · · · 

(10) provide a. description o! the s-!rvices· (if any) which the 
State· agency makes 11vailnbJ& (using whatever internal organiza-. 
tional IU'l'angement it fin~ appropriate for this purpose) to· ap-. 
plicnnts· for· or ~ipients· of· aid,' or amistance under the plan t'l 
help them attain self-support or self-ea.re,. including a description 
of the steps taken to assure, in. the; provision of such services, mui­
mum. utilization of other agencies providing similar or· related 
services;: 

( 11) provide that no· aid or assistance- will be furnished any 
individual under the plan with respect to any period with· respect 
to which he is receiving IUIBistnnce under the State pl1m approved 
under title I or aid. under the State .plan approved under part A 
of title IV oc under title X or XIV; 

(12) provide that, m determining whether an· individual ift. 
blind, there· shall be- an examination by a· physician skilled. in 
the· di.senses. of the eye. or by IU1 optometrist,. whichever· the .indi­
vidual may select;-. 

(13)' include reasonable. standards, consistent. with the objec­
tives of Ui.is title, for detennining eligil' ility for and the extent 
of nid or ll88istnnce under the plan; · 

( 14) provide that the· State agency shnJl, in. determining need 
for aid to tho :iged, blind, or disabled, tnke into consicle1~tion 
any other inCQme and resources of an individual claiming such 
aid n.s well as · any expenses l'N80nably attribut.o.ble to the earn­
ing of any such income; exc.ept that, in making such determina­
tion with res.pod to any individual-

(t\.) if such· individual;is blind, the State agency (i) shall 
disregard the fim $85-permonth of earned income plus one­
half of.earned income·in excess of .$86 per month, and (ii) 
shall, for a . period. not· ii1 excem: of' 12 months, and may, for 
a period' not in excem of .. 36 months, disregard such "dditional 
amounts of other: income:-and- resourees,. in the case of any 
such indiYidual whci: baa: a. plan.. {or achieving self-support 
approved by the. State· ogency, aa may be necessarj- for the· 
.fulfillment of· such; plan;. · - .•:.-. · 

(~) if such indiViduaI.i.l·not blind but i8 permanently o.nd 
totally disabled, (i) of the· first $80 per month of earned 



,_ 

incom~, the State· agency may disregard. not more. t~:· · ~' . 
first $20 t!\ereof plus one-hal~ of the ~ainder, and-(#f~. 
State agev~y may, for- a period. not m excesa of 36~ · · · 
disregard ~uch 1l4ditjonal aiµounta of: other· ~.=: ::c 
source.s; fn the case of any such: individual. who·: hiC7~_­
for ach.ieviJlg self-support approved.. by the Staasf•" 
u ·.may be necessary '.for the fulfillment of such pl~· ~;.'. · 
with respect· to the part or· parts of such period' a·:·-~~ . 
stantia!ly an. of which he i~ . actually undergoing! . : .. -..->; • 

rehabil.tat· · · .. ,;,-,;~tr 
1 ion, . . . . ·-. . ·· . : .. :. ::.l · : . • 

(C) if such individual has attained age 65 an~~i;s· 
blind ~f?rt per:manmtly and ootally disable~ of·~* ··- ~:· · 
per·month of earned income the-State.agency mal'f° .-,,., ~,. .. · 
not more' than the .first $20 · thereof plus: one-~~ ~ 
remainder &nd · .. " 1'!1lit.t ~ . ·. 

' • ., ! , .,.. · {. ' 

(D) the State· agency may,. before disrega~· · 
a.mounts refem!d to above in·this pal'af!;taph (14), • ,, ... ., .... , 
not more than $7.50 of any income; · ·: .. ~:1~-:e~; , 

(15) if the State plan includes medical aaristance for thi · · ''-' . . 
(A) provide for inclusion of some institutional andr··:~ 

noninstitutional care and services; : ! E :f'J!f~~ · 
(B) provide that no enrollment fee,. premium, or·'·"'""TC 

charge will ' !Mt imposed as a. condition of any indf.:·: " 
eligibility for medical assistance for the aged:uncfedlr~~ · 

(C) provide for inclusion, to the e:dent required by:"·· .. · 
lations prescribed by the Secretary, of provisi~ns, (~; -~ 
ing t.o such regu]atiom )' w·ith! ~ .. to. the- furn· · . --: 
such· assistance to individuals · who are. reSident.s: of' th8 · 

·· ~·~ ,-
but are absent therefrom; and · ·:<;,:1; · 

(D) provide t.hat no lien may be impoeed against .. . 
property of any individual prior to his death on account't: '· 
medical assistance for the a~ paid or to be paid on~,-.~: 
half under the plan ( acept pursuant to· the judgment'-' ~ ic.: 

court on account of benefits incorrectly paid on behal~ .,. : 
such individual); and. that .there shall be no adjustment:: ... · 
recovery (except, after the dMth of su~h individual and . ".'­
surviving spome, if any, from such individuf!'s estat.e)'.~·:: .. 
any· medical ..OStance for the aged correctly paid on · · ,-
of such· individ~al \lnder the-plllll • -.· . · · · · .. ·~·~~1· ' ' . -

{16) if the State plan includ.;e aid; or amistance to or in ~ ,. .. , 
of in.dividuals 66,years of a.ge·or older who are patients in inatfi1lf., .. . . .. ,, . 
tiorudor mental diaease&-· . .. \'.· . . · ' · ~ · ' · · .. :;" ~ 

(A) provide for having in e.ffeet such agreement.a or· ifi~ .. } 
arrangementii with Stat.· authorities· concerned· witJi met-Je.~ 

' . 

. .. .. ~ .. .. ··:·; ·~ 
.., .-:i· .. (( 
·~~· ·ef: .. 

-----



dise&ses, ancCwnore ~P1avpu .. ~i: , .................... ·--"""'"·=·- -.--..,..,---
may be. nece8sary for carrying out the State plan, including­
arrangements for joint planning and· for· development of 

.. . :. alte~ metl.\ods·of:~ arranpments providing assurance 
: "of· immedi&te'~ to·imtitutiona-where· needed'. for· 

· ·- . indiViduals·under alternate plans.of care, and arrangeinenta: 
:· --:· · .. providing. for:acceas to. patients and facilitie.s for furnishing. 
· · · ihformation- and for1-·"".,;-T.rnnrta· -. ··· ·· 

• ' .o.u.1"""'6 • -r- ' 
· ~ .. _. . (B)· provide-·for an:indiTidual.plan·for each such patient 

.. .. to: ~ that' the institutional care provided to him is in his. 
best interest.a, including, to that end, assurances that· there· 

' will be- initial" and periodic reView .. of hiS medical and other 
needs, that· he-~ be1 given' appropriate roedical treatment. 
withiil th~ ,institution; and · that there will be a periodi~ 
determination. of. his need for continued treatment in the 

· iiistitutian ; .. : 
( C) provide' for the development of nltemate plans of 

care; making: maximum utilization of available resources, for 
recipients 65.years of'&ge or older who would otherwise need 
care in· such institutions, including appropriate· medical 
treatment and other aid or assistance; f vr services referred 
to" iii· 9ection.- 1603(a') (4) (.A.) (i) and (ii) which aro appro­
priate for such recipients and for such patients; and for 
methods of admiiiistration neeessary to assure that. the re­
sponsibilitie9 ·of the Stat.e agency under the State plan with 
respect to such recipienta and such patient& will be e1fectively 
Carried out· and· · 

-::·. (D) pro~de meth~ ofd~rmining the reuonable ooet 
of' institutional care for "such ·pstients j and 

(17)" if' the State plan includM aid or ossistance to or in behalf 
of-indiViduals ~ years of age- or older who are patients in public 
institutions for mental diseases, show that the State ia making 
satisfactory progress tow~. ~~y~Jop~g· and implementing· a 
compreherisive· mental health program, · including provisian for 
utilizatiOn of community mental health centers, nursing homes, 
and other altemative9 t.o care in public institutions for men~ 
diseases ; . '· · · 

Not.withstanding paragraph (3), if on January 1, 1962, and on the 
dnte on which. IL. State submits itl 'pfan for approval under th.is titl~ 
the State agency whicn adm.fuistered or supervised the administration· 
of the· plan of such State appnm!d under title X was di1f erent from 
the ~~ agency ·w~ch adm~iste~· or supervised ~he administration 
of the plan of' such State ·apP.roved' under t itle I and the State agency 
which. .adminiaten~r or superviiied the administration of the plan 

--···~--



.._,.;\..;-J. UOii\"A) u .. :.. ., ._, 
·· ~~ 

of· such State npproved under title XIV, the State agency ~ 
ndministered or· supervised the administration of such pJan a ·· :.:,;·· ~: 
under title X may. be designat;ed to administer or superviae.,tb'l· .. 
istration of the portion of the State plan for- aid to the ~', · . 
or disabled (or· for aid to . t-Jie aged, bJind, or dieabJed. and .. _ · ... ·-.:· · 
assistance for the nge.d) which rolatf!S to blind individaalsi'; · ~·- ... · 
separate State agency may be established or designated· to . ·~·~-' :: .... 
or supervise the administration of the rest of such pl~; and~in; _ .. ,. · .. 
case the part of th" plan which each such agency admini!ters, «?~~ .. ·' 
o.dministrntion of which each such ngency supervises, shall be . '"--~: 

' as a sepl\rate plnn for purpoies·of this title. ;· \~. 4;i)~i.r~-.. 
(b) The Secretnry shnll npprove nny plnn which fnlfills th&-·-· :~·»,~" · 

tions specified in subsection (a), except thnt he shall not nppme:~ 
plan which imposes, ILS· a condition of eligibility for aid or ~ 

I i..-t1 

under the plan- · .! ?,q~ 
{1) an nge requirement of more than sixty-five yeus;. o~ ; !~;;• 
(2) nny residence requirement '"hich (A) in the cnse ofa ~ .. 

cants for aid to the o.ged, blind, or disabled e."tcludes nny resid · ~ 
of the Stnte ·who hus resided therein five years during· the· · ~ . ....-.r. 
years immediately preceding the applicntion for such .. aid an~ ··' 
resided therein continuously for one yenr· immediately p · •

7
" " 

the o.pplication, o.nd (B) in the cnse of npplicll.Ilts for .; ... _: .. 
assistance for the nged, excludes any individual who nlrid " <: .... 

the Stnt.e · or· ·: ·~' !I. , ' ·~~ 

(3) any citizenship rP.quirement which excludes any cifu.8n..:,C. : 
the United States. < -~~r:. : 

At the option of t11e Sta~, the plan may provide that manuab:·~-~~ 
other policy issuances will bMtirnished to persons without char~-:~ 
t.he reasonable cost of such materials, but such provision shaU not~ 
required by the Secret.ury as a condition for the approval of such .p~~ti 
under this title. In the cnse of nny Stnte to "·hich the provi.siol}it~ 
sec~on 3# of the Socin.l Security Act Amendments of 19tS<J~~ 
applicul>lo on Jnnuary 1, 1062, nnd to which the sentence of sectj~.N 
1002(h) following pnrngrnph {2) thereof is applicable on the date ~t~ 
which it8 Stall~ plan for nid to the uged, blind or clisubled (or fo~ .~ 
to tho 11gc.d, blind, or disnblccl nnd m~di~al nssistance f'i;. the a~J~ 
was subm1t.tt'll for approval under tlus title, the Secretary shall a~~ 
prove th~ plnn of such St~te for a.id to tho aged, ~lind, ~r disabl~~ 
(or for aid to the nged,. blind, or d1snbled. and mcdiclll o.ss1stance . _.;~ 
the uged) for pui·poSllS of- this Lille, oven though it does not meet-. .. ·. 
requirements of pnragrnph {14) of subsection (n) if it meets-all ··.'. ·'~:. 
requiremlmts of tlus title for 1m approved plRn for t\id to the~~ 
~lind, o.r disnbll!d (or ·Cor· uid to the aged, blind, or disabled ~~ . .!!1 . - ~· .. 

· 1c11J nss1stancc for tho aged) ; but payments under section 1603 shall0:1 
. . . . ;:;-a. 

--------
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be mnde, in the case of any such plan, only with respect to expendi­
tures thereunder ·":hich would be included ll8 expenditures for the 
purposes of section 1603,. under: a pJan approved under this section 
,~ithout regard to the provf8ions of this sentence. 

(c) Subject ~the J~ sentence of subsedion (a}, nothing in th.is 
t.itle shall be coristrued· to permit a State to have in effect with respect 
to nny period more than one State ~Inn approved under this title. 

Payments to States· 

See;. 1600. (11) From the sums npproprlated therefor, the Sec­
retary shnll pay to each State which hu ~ plan approved under trus 
title, for each quarter, beginning 'vith the quarter commencing October 
1,1962-

(1) in the·cl156 of any State other than Puerto Rico, the Virgin 
Islnnds, nnd Guam, an amount equal to the sum of the following 
proportions of the total amount.a es:pended during ench month of 
such qunrters· to the apd, blind, or disabll J under the State plan 
(including expenditura for premiuma under Part B of title 
XVIII for individWLla who are recipients of money payment.ll 
under such plan and other insurance premiums for medical or 
any other type of remedial care or the COit thereof)-

( A) a%1 of such expenditures, not counting so much of 
&ny oxpenditure with respect to such month as exceeds the · 
product of $Si multiplied by the total. number of recipients of 
such Aid. for such month (which total number, for purpoaes 
of this sut.ction means (i) the number of individuals who 
received such aid in the form of money payments for such 
month, ploa. (ii) the number of other individuals with re­
spect to whom expenditur'8 were made in such month a.a aid 
to the aged, blind, or disabled in the form of medical or 1my 
other type·of remedial care); plua 

{B) the larger of the following: 
(i) (I) the Federal percentage (1.a defined in section 

1101 {a) ( 8)) of the amount by which such e:q>tmditun?S 
· exceed the amount which may be counted under clause 
(A), not counting~ much of such e.xcas ~ith respect 
to such month u ei:c:mda the product of $38 multiplied 
by the total number of recipient.a ot aid to the ~<l, blind, 
or· diaabl~ for such month, plUI (II) HS per ccntum of 
the total ~ded. during IUch month aa aid to tho aged, 
blind, or du.bled under the ·St.ate plan in the form of 

. . . medical or UlJ ot~ type of remfJdial care, not counting 
80 much of such upe.nditure with rnepect. to such month 
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'· 

· .. 
.. . ...... ~t~~ 
· as e:rceeds the· product of $15 multiplied by tlie : - ": 
number of recipients of aid to the aged, blind,or4i~ :, .... 
for such month, or. ·. , · · ! =~ ~·1;::.:. -

(ii) (I) the · Federal medical percentage (~ · .::·· 
in section 6(~)) of the· amount by which su~·.. _ 

'-:-. -. : tures· exceed the maximum whicli may be. co~-- ~ 
claW18 . (A), not counting so much of any e l· ·; · ·~ : 
with re8pect to such month as exceeds (a) the p ~ - . 
$62 multiplied by the total number·of such recipi ·· .. ~ 
aid to the aged, blind, or disabled for such month~~ • 
if'smaller; th~total expended a.s nid to the nged;blbl~{~ · 

· disabled in- the· form of medical or nny otber'{y{;if~ ~~.,, 
remedial care w~th. respect to such month plus the .~:j 
uct of $37 mult1phed by such totnl number ot~~~ 
cipients plus (II) the Federal percentage of the' am~~ 
by which the total expended during such month·as· aid.~~~ 
the·nged, blind, or. disabled w1der the Stnte plan eI~. ~ 
the·nmount which rnny be counted under clnuse (it) •·an~ 

the preceding provisions of this clause (B),(ii)(i~.· :·.! 
counting so much of such e.~cess with respect · to-~. 

month ns exceeds the product of $38 multiplied 'Bf .. <!!' 
total number of such recipients of nid to the aged; bl~~. 
or disabled. for such month; · · 1:· : ~ 

(2) in the case of Puerto Rico, the Virgin I slands, and Gua~~t 
an. amount equal to- ·· ~'.~~ 

(A) one-half of the total of the sums expended during ~'l 
quarter as aid to ·the aged, blind, or disabled under the· Sf~~~~ 
plan (including ·expenditures for premiums under part B:'O@] 
title XYIII for·individuals who are recipients of money pi1 
mcnta under such plan a.nd other insurance premiums f~~ .. 
medical or any other type of remedial care or the cost the~] 
of), not counting 90 much of any expenditure with respect"~~ 
any month 11S exceeds $37.50 multiplied by the total numbO~; "' 
of recipients of aid to the aged, blind, or disabled for sue~;.~ 
month ; plus . · · ·f.t$~1 

(B) the larger·of the folfoWing amounts : (i) one-half'·~:~! 
the amount by which such cxpenditumt e:rceed the maximu~~'.~ 
which may be co\mted under clause (A); not counting; · s0~a, 
much of any expe.nditure with n!Spect to any month as ex;::& 
ceeds (I)· the product of $46 multiplied by the total' num~~ 
of such ~pients o~ a~d f:o ·the aged, bli'nd1 o~ dieabl~ fc:n'.~.~ 
auch month, or (II) if' smaller; the total expended ns 1ud to1 .:;. 
the aged, hJind, or disablecrin the form of m~dical or rmy.; :! 
'other type of remedial ·care with respect to such month plm"? 
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the product of$3T.50 multiplied by the totainu.mber ot sucfi __ _ 
recipients, or (ii) 15 per centum of the total of the sums ex­
pended during such quarter as aid to the aged, blind, or. dis­
abW un~-,the· State:~· in. the form.., of medical or any­
other type of remedial cUe,,not c0unting·so much.of any·ex· 
pen9.iture: with· respect. ~ 111y month .. as exceeda. the: product 
of,$'1~50 multiplied h1· tf:iectot.al number·of such· recipients of· 
aid. ~ the-ag'ed, blind, or-disabled for such.month; 

(3) in· the case of any State, an amount equal to the· Federal 
medicnl percentage (as defined in. section 61 ( c) )· of the. total 
amounts expended during such quarter· as medical aEistance for 
the ~- .und'er. the Stat.e· p~ .. (includjng· expenditures for in­
surance premiUID8 for medical.or any other-. type of remedial care·· 
or the cost theroof) ; and 

(4) in the case of· any State·whOst! State plan approved under· 
section' 160'2 meets the. requirements· of subsection ( c) ( 1), an 
a'.lnount equal to. the sum. of the following proportions of t.he total 
amounts expended during-such quarter as-. found necessary by the 
Secretary of Health, Education, and· Welfare for the proper and 
efficient administration of the State plan-· 

(A.) 75. per centum· o;f.so much of such.expenditures as are 
fol'-- · . , ~ . . , · . .. . 

( i) sen ices which, are ptUCribed. pursuant to subaec­
tion ( c )(·!) .and are. provided. On accordance with the 
next· sentence) to applicants for or recipients of aid or 
assistance· under the plan. to help them attain · or retain 

. capability for se.lf:-eopport or:-eelf-eare; or· 
(ii). other services, specified by the Secret11ry·as likely 

to, prevent or .. reduce dependency, . so provided· to such 
applicants or recipi~ts, or· 
. (iii) any of the· services prescribed pursuant to sub· 

. section (c) (1), &nd of the services specified as provided 
··· in-clause (ii), which: the ·Secretary· may specify o.s 11p­

.. propri11te for individuals· who, within such period or pt!· 

:, riods u the Secretary may prescribe, have been or are 
likely to become applicants for ·or recipients of aid or 
a8sista.nce under the plan if such services .are requested 
by such individuals and are provided.to such individua.19 
in accordance. with the next sent.ence, or · 

(iv) the training'( including both short- and long-term· 
training! at· educational' institutions through grants to 
such institutions or by dµ-ect financial assistance to stu­
. dents enrolled in· such imtitutions) of personnel employed 

" o~.: preparing;for ~pl~yment by. the' State agency or by 

·- ----··- ·-------- . ·-- -



the · local agency administering the plan in. the· po • ·~ . 
mbdivision; plus · · .... ._-:; 

• t • .. J?.._~-

(B )' one-hnlf of so much of such expenditures. ( .~ · .~ 
eluded· under· subparagraph (A)} u. &1'8'·for • . • ... ~. 
vided (in accordance with tl~e · nen sentence). t.o . •P~· · 
for·or· recipient.a-of aid.or amistance under the pµm( .. ,_ 
individuals requesting such· eervicea·. who: ( withiD:.. '" · 
riod or pesiods aa the Seeretarymay prescribe) haVti~."~"':l . ·- ~· ··· 
are likely to become applicants for ·or recipient.a 0£: .~ · 

.. -: ........ - • . ~ . . : ,:;;;i:lir·· or ~WloUce, . . . .. .. :-:;~ 
(C) on~half, of the remaind~r of such. expendi~, 

serriCM referred'·to in subparagraph&· (A) and.~~Rw~- . 
except to the extent specified by the Secreta.cy, includ1r-·: · 

(D) services provided by. the staff: of. the· State -_ .~., ·.:..: ~ 
of the-local agency administering the State pla.n in th8 ~.~ 
ical subdivision: Pr01Ji"", That no funds authoriz.ed· :~· -­
this title shall be· available for services· defined as voca .. ," 
rehabilitation services Wlder the · Vocationnl Rehnbili. ; .. .., · 
Act· (i) which are availu.ble· to individuals in need· of:. .. ,; ;)_ 
under progrnms for their- rehabilitation carried on · .: .'" 
State· plan 11pproved under such A ct, or (ii) which tlie-~ ·· 
agency or agencies administering or supervising the· · .... 
tration· of- tho State plan ·11pprovoo· under· such Act· ai;e':' _ 
nnd willing to provide if n?imbursed !or ·the coet thereof" _ 
suant to agreement under subparngmph (E), if provided, :' 
such staff, and · ·fit 

(E) under· condition& which shall J.., prescribed bj;.( 
Secret11ry, services: which in the judgmom. of the State a · .·: 
Cllllnot be ns economically or nsi effectively provided by,.~: ... 
stnff of such State or local agency and nro not othe , · · 
reasonably avnilablo to individuals in need of them, ... -~ .. 
which Bro provided, pursunnt: to agreement with tl~e .~ .. ~­
ngency, by the State he11lth authority or the S'i:ate agency.:: 
agencies ndminiatering or ~supervising tho ndministmtio~'.~ ,.i, 
the Stnte plnn for vocntionnl rehnbilitntion services nppro . 
under th.a Vocational Rehabilitation Act or by. any other. S .. ~. ': . 
agency which.the Secretary may·detennine t-t>e 11pprop · . ~.' 
(whether provided. by its· staif or by· contract with. pu -~· :. 
(locw) or nonprofit private ngencies) ;· -~ .~;~~~ . 

except that services Jescribed in clause (ii) of sobpl\rngrnph, fJl ·,,., 
hereof may: be provided only· pursunnt ~ agreement with' '_' .! 

Stnte' agency' or Bgencies administering or supervising the adm · ":' 
istrntion' of the S t.ate plan. for vocational' rehabilitation· servie9!1~ , 
so !ipproved..'l'h& portion.of the·nmount expen~fOr a · · . ;.':r 

• • 1 
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I. 
~ .. 

.... 
t.ion.of the State plan to which subparagraph t-.\:1 np;'' ·'=.: "uu-w•c--­
portion thereof to-which subparagrnphs (B) and((' ) .1pply shaU 

b
~ .. -· . . 

..j. 7 • . 

r~t;:: '.. 

be dete:'11lined. in accordnnce with such methods and r '.·ocedures as 
may be permitted by the Secretary; 1111d· 

(5} in·ths·cue of any State whose State plan apprond under· 
section, ltJOO does not meet the requirements.of sobse<:tion (c) (1), 
:all amoutcqWllto on~hnlf of the total of the sums expended dur­
ing, sue& quarter. n.s · found necessary by- the Secretn ry for· the· 

";· ., 
... ~ 

.. ... t
··~· 

' 

proper- utd· efficient administration. of· the State plan! including 
services roferred'.f.o.iB!paragraph (4). and.provided in accordance 
with the· provisions of such·paragrapbo · · . 

· (b) (1) P.riorto·the beginning.of· each quarter, the Secret.ary shall 
estimate the amount to which.ii St.Gte·will be·entitled uiiW!r subsection 
(a) for-such quarter; such estimates to be based on (a) ii report filed · 
b1 the State-containing iansti.mate of the· total sum t.o be upended in 
such quarter in: accordance with the provisions of such subsection, &nd. 
stating. the amount appropriated or made available by the State and 
its political subdivisions-for such expenditures in such quarter;. and 
if such amount is less. than the State's proportionate share of 'the total 
sum of such estimated expenditures, the source or sources from which 
the. difference· is expected.to be derived, and (B) such other investiga-
tion as the·Secret&ry may find necessary. . 

(2) The Secretary shall then- pay-, in. such. installments as he· may 
determine, to th.e. State 'the nmo~t so estimated, reduced or· increased 
to the extent of any overpayment or underpayment which the Sec­
retary determines waa made- under this section to such Stnte for any 
prfor quarter and with. respect t.o which adjustment bas not. already 
been mnde under this subeection.. 

(3) The- pro rata. share to which. the-United Stat.es is equitably 
entitled, ns determined by the Secretnry, of the net amonnt recovered 
during nny quarter by the State or· n.ny politicn.l subdivision thereof 
with res1>ect to n:id or. n.ssistance furnished under the State plan,· but 
excluding any amount of such aid or assistance recovered from the 
estate of o. decea:3ed recipient which is not in excess of the amount. 
expended by the Staoo· or any politicn.l subdivicion thereof for the 
funeral expenses.of the deceased, shall l>e consid.?red nn overpayment 
to be adju.ated underthiasubsection_ 

(4) Upon the: making ot uix.estimate by the Secretary under this 
subsection, any appropriations. available for· payments under this sec-
tion shall be deemed obligated.. . . 

( c) ( 1) In ordm~: foi:. a·. St.ate to . qu~ify for payments under· para­
graph · ( 4 )· of subeection. (a),, its . State plan o.pproved under eection 
160'2 must provida that. the State agency shall make o.vailable to 
applicants for or ti!Cipienta of"aid to the 11gtd, blind, or disabled under 

---·--·- -------



such State plan at least those services to help them· attain. or.-~~­
capability for self-support or self-care which are prescribed-· bi:. ·; · 

.. S~retary. . . . · . .,. ; · ::.:-jt.;~t .. ~· . 
(2) In the case of any State whose· State p!an• incloded;."a· · .... ... ~ -

meeting the requirements of paragraph (1) , but. witli: ~f'"' 
which· the -Secretary fin~ after reasonable notice· a.nd· oppo _ ·.·· . ~ · 
for hearing to the State agency, administering· or:· supemimgr 
administration· of such plan, that- . :· r. ·• .-;:~ ~W.' · 

(A) the provision· has been so changed that· it no· IO~~·: · 
plies with the requirements of.pamgrnph (1), or · ·. : :s~~~~-: 

(B) in· the admin~ration.< of the· plan there- is· &:: faii~~L 
comply substantially with such provision; · · . · · ' ·· .. }'f~~i:! ·. ,.. . . . ""'=-r--~ 

the Secretary shall notify such State agency that further: pa~ 
will not be made to the State· under paragraph (4) of S\tb8ec~~~~· . 
until he is satisfied that there will no longer be any such· fair~~ .,; 
comply. Until the Secretary is so satisfied further payments. "!i~'~> r"1 

speet to the administration of such State plan shall not· bie made~ ~'. ' 
paragraph ( 4) of subsection (a} bot shall instead be· made, su '•·( ' 
to the other provisions of this title, under paragraph· (5) of;· ·~·' '. . · 
sut.ction. · · · ··::;!..; · 

( d) N otwithstandfug the preceding provisions of this secifoli{ 
amount determined under such provisio118' for any State ~f . 
quarter which is attributable to expenditures with respect to:'"'~ 
viduals 65 years of age or· older who are patients: in institutiou ". 
mental diseases shall be paid only to the extent that· the State. ni' .. . 
a showing satisfactory to the Secretary that total expenditures in,L 
Stat.c from Federal, State, and local sources for mental health'.~ 
ices (including payments to or in behalf of individuals with· m·· ~=.~ ... •. 
health problems} under State and loco.I public health o.nd pu ... , .. 
welfare programs for such quarter exceed the average of the 'fo' · . 
expenditures in the Sto.te from such sources for such sernces und~~ 
S)lCh programs for each quarter· of the· fiscal year ending Jun : " . 
1965. For purposes of this subsection, expenditures for such serrl' " .,, 
for each quarter in the fiscal year ending .. Tune 30. 196~1 in the ~/ 
of any State shall he de«·r.roined on the bnsis of the lo.test data, sa :~ · 
factory to the Secretary, avo.ilable· to him at the tiT_e of the· " ~ 
determination by him under this subsection for such 5Llte; and:.~J~ 
pendituft8 for such services for any quarter beginning after ~ 
her 31, 1965, in the cllSe of any State-shall be det.-.rmined on the ·: · ~ 
of· the latest data, satisfactory to the Secretary, 11vo.i1able to hi~~· .. 
the time· of the determination· under this subeection for · such · 'M. • 

for such quarter; 11J1d determinations so DlJlde shall be conclusive._.··· · 
•t• ..,, 

purpaJeB of thia nbeection. . " - · • · · · : ·~ 
• ' ·:-· < • • ~ -
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<. Operation· of State Plans 

Sec.1604. If the Secrc.tary, dter reasonable notice and opportunity 
for hearing to the Sta~ agency administering or supen-isiog the ad­
ministration of the· St.ate plan approved. under this title, finds-

{!} that the plan bu been so changed that it no longer com-
plies with the provisions of section 160'2; or · 

(2). that in the administration of the plan there is a failure to 
comply substantially with any such provision; 

the Secretary shall notify such State· ngency that further payments 
will not be inade to the.State"( or; in his discretion, that pa.yments will 
be limited to, categorieJr under· or-parts. of the State plan. not &fleeted 
bv such failure) , until the Secretary· is satisfied that there will no 
l~nger· be any such failure to comply. Until he is so satisfied he shall 
make no further payments to such State (or sh111J limit payments to 
categories under or parts of the St11te plan not nff ected by such 
failure). 

· Definitions 

Sec. 1'605. {a) For purposes of this title, the tena "aid to• the 
aged, blind, or disabled" means money payments to, or (if provided 
in or after the third month before the month in which the recipient 
makes npplicntion for aid) medical care in behalf of or any type of 
remedial care recognized under State law in behalf of, needy in di vi d­
uals who are 65 years of age or older, are blind, or are 18 years of age 
or over and permanently and totally disabled, but such term does not 
include-

(1) any such payments to or.care in behalf of any individual 
who is nn inmate of a. public institution (except as 11 patient in a 
medical institution) ; or 

(2) nny such p11yments to or ca.re in behalf of any individun.l 
who has not attained 65 years of age and who is a patient in an 
institution for tuben:ulosis or mental diseases. 

Such term 'also includes payments which are not included within the 
meaning of such term under the preceding sentence, but ''hich would 
be so included e:rcept that they arc made on behlLlf of such a n~dy 
individual to another individual who (as determined in a.ccordanca 
with standards prescribed by the Secretary) is interested in or con­
cerned with the welfare of such needy individual, but only with re­
speet to n. State whose State plu approved under section 1602 includes 
provision for-

(A) determination. by the State agency that such noody indi· 
vidual baa, by. r:uaon of his physiclll or mental condition, such. 
inability to manage funds that' making payments to him would 
be contrary to hia welfare and, therefore, it is necessary to provide 
such aid through payments deacribed in this sentence; 
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(B) making. such payments only in cases in which roch·'":-:.t~·, . 

ments will: under the rules otherwise applicable underthe· ···' . 
, • • c plan for determining need and· the amount of 11id. fo- tlie':'~ ·· · 

blind~ en· disabled to be paid (and in conjunction with 0 . -~-.. 
come-and resources), meet.all. the need of the individu&Je~" · · 
respect to·wbom such payments are made; · .. .;:.~·-~.;~"'"' · 

(C), undertaking and continuing· special efforts to proi .. f 
welfafe.' or such individual and. to improve, to the extent. · . · · .. 
his capacity for self-care and to manage funds; '--{~~~':'·; 

(D) periodic review by such State agency of the determin •· 
under·clause·{A) to.ascertain whether conditions justify . r ' 
termination'. still exi8t, with provision· for ·termination:·ofi .... ':~ 
payments· if they do not and for seeking judicial appoinu::;1 
11 guardian. or other legal representative, a&· .described in. .:.~ .. ,~ .. · 
1111, if and when it appears that such action will best serv~tJ/t 
interests of such needy individual; and .. --~.'; ?:t 

(E) opportunjty for a fair hearing before the State agenct."',. 
the determination rderred to in clause (A) for a.ny individ·-: ·, 
with respect to vrhom it is made. ·~·!!._~ . 

At the option of a. State (if its plan approved under this titll,' so:~ 
vides) , such term (i) need not include money payments to an indi~ 
11111 who hllS been absent from such State for a period inex~ofn~.' · 
consecutive days (re1gard.less of whether he has maintained hi8· · ·: .. 
dencc ill suc~h Stnto during such period) until he has been preeent·m . 
such State for thirty 1::onsecutive days in t.ho case of ~ch an indln · ..... . 
who has maintained his residence in such Stnte during such pen~:.' · · 
ninety consecutive- days in l;he case of any other such individU&lf 
(ii) may include rent payments made directly to a public ho ' ....... ' · 
Bgency on behalf of o. recip:ient or a group or groups of recipienta~· 
t~id under ::.uch plru1. · · !;~~· . 

(b) F or purposes of this title, the term "medical assistance for~:-: 
ngcd" merm.q payment of part or all of the cost of U1e following:. " 
'"}~ scrvicl'.s (if provided in or after the third month bcforo the inon. ..,.,.. 
ii\ which the recipient mnkeB application for assistance) for indivftS,~~ 
uals who 11ro sixty-five years t')f age or older 1md who llTe not recipient?,~ 
of aid to the 111:,~d , blind, or disabled (except, for any month, for reci'Prf " 
cnts of aid to the ngtid, blind, or disabled who o.ro adm~t,ed to or ~ 
charged from a medical institution during such month) but wh ~ . 
income nnd.reeourccs t•ro insufficient to moot all of such cost-- 1~: 

(l} inpatient lu~pital :9ervi~ ; . :~ 
(2) skilled nut'Smg-home servtoos ; · ~~ 
( 3) physicians' services; . ·" 
( 4) outpatient hospital or clinic servicee; 

..... ·--- -~----



r 

( 5) home hen Ith c11re services; 
(6) privnt.e duty nursing services; 
(7) physical therapy nnd related services ; 
(8) dental services;· ..... . 
(9) laboratory· and X-ray services; 
(10) prescribed drngs, eyeglimes, dentul'!S, and prosthetic de­

vices; 
(11) diagnostic, screening, and preventive services; and 
( 12) any other medical c&re or remedial care recognized under-

State law;. 
c.l'.cept that such term does not include any such payments with respect 
to care or services- for any individual who is an inmate of a public 
institution (except as a patient in a medical institution). 




