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TO THE SENA‘fE COMMERCE AND FINANCE COMMITTEES:

NAME

WE, THE UNDERSIGNED, PROTEST TEE GOVERNOR’S HB 196 ASKING FOR UNREASONABLE
INCREASES IN THE EXCISE TAXES AND LICENSE FEES ON LIQUOR, BEER AND WINE. WE
URGE THAT YOU DO NOT PASS THIS LEGISLATION.
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TO THE 3SENATE COMMERCE AND FINANCE COMMITTEES:

WE, THE UNDERSIGNED, PROTEST THE GOVERNOR’S HB 196 ASKING FOR UNREASONABLE
INCREASES IN THE EXCISE TAXES AND LICENSE FEES ON LIQUOR, BEER AND WINE. WE

URGE THAT YOU DO NOT PASS THIS LEGISLATION.
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TO THE SENATE COMMERCE AND FINANCE COMMITTEES:

WE, THE UNDERSIGNED, PROTEST THE GOVERNOR'’S HB 196 ASKING FOR UNREASONABLE

INCREASES IN THE EXCISE TAXES AND LICENSE FEES ON LIQUOR, BEER AND WINE. WE
URGE THAT YOU DO NOT PASS THIS LEGISLATION.
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TO THE SENATE COMMERCE AND FINANCE COMMITTEES:

Wii}, THE UNDERSIGNED, PROTEST THE GOVERNOR'S HB 196 ASKING FOR UNREASONABLE
INCREASES IN THE EXCISE TAXES AND LICENSE FEES ON LIQUOR, BEER AND WINE. WE
URGE THAT YOU DO NOT PASS THIS LEGISLATION.

NAME

ADDRESS
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TO THE SENATE COMMERCE AND FINANCE COMMITTEES:

NAME

WE, THE UNDERSIGNED, PROTEST THE GOVERNOR'S HE 196 ASKING FOR UNREASONABLE
INCREASES IN THE EXCISE TAXES AND LICENSE FEES ON LIQUOR, BEER AND WINE. WE

URGE THAT YOU DO NOT PASS THIS LEGISLATION.
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of Intoxicating Liquors,
HB 1886.

NAME (Please Print)
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We, the undersigned voters and taxpayers of Alaska strongly oppose
the proposed increase in Excise Tax and License Fees for the Sale
as recommended by Governor Hammond in
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WE!, THE UNDERSIGNED, PROTEST THE GOVERNOR'S HB 196 ASKING FOR UNREASONABLE
INCREASES IN THE EXCISE TAXES AND LICENSE FEES ON LIQUOR, BEER AND WINE. WE

URGE THAT YOU DO NOT PASS THIS LEGISLATION.
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, the undersigned voters and taxpayers of Alaska strongly oppesse

the proposed increase in Excise Tax and License Fees for the Sale
of Intoxicating Liquors, as recommended by Governor Hammond in

HB 196.
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TO THE SENATE COMMERCE AND FINANCE COMMITTEES:

WE; THE UNDERSIGNED, PROTEST THE GOVERNOR'S HB 196 ASK‘ING FOR UNREASONABLE
INCREASES IN THE EXCISE TAXES AND LICENSE FEES ON LIQUOR, BEER AND WINE. WE
URGE THAT YOU DO NOT PASS THIS LEGISLATION.
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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 Administration, which is
responsible for developing knowledge, manpower and services to prevent
mental illness, to treat and rchabilitate the mentally ill, to prevent the
abuses of drugs and alcohol, and to treat and rehabilitate drug and aleohol
abusers;

The Center for Disease Control, which is responsible for the national
program of prevention and control of communicable and vector-borne dis-
eases and for the control of certain other noninfectious conditions;

The Food and Drug Administration, the Nation’s first consumer protec-
tion ngeney, which is concerned with research and regulation in such areas
as food, drugs, cosmetics a:d medical devices;

The Health Resources Administration, which is responsible for health
planning, research, evaluntion and development of health resources and
needs, including manpower and health facilities, and the collection nnd
digsemination of health datn;

The Health Services Administration, which is responsible for the improve-
ment of the delivery of henlth services to the American people; and

The National Institutes of Health, which gecks to improve the Naotion's
health by inerensing knowledge related to health and disense through the
conduct nnd support of resenrch, research training and biomedieal com-
munications.

The bagic mission of PIS, as a whole, is to protect and advance
the Nation’s health. One of the very important activities that PHS
carries out in pursuil of this mission is that of awarding grants in
support of eflforts that help PIIS and the recipient institutions to
achieve mutually beneficial goals.

PHS administers a diverse array of grant programs concerned
with the whole spectrum of health concerns reflected in the mis-
gions of ils several ageneies ns outlined above. The six PHS agen-
cies and the ten PHS regional offices are responsible for the award,
administration and monitoring of these grant programs under n
variely of legislative authorities, governing regulations, policies
and procedures,




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 fer its infiation-
ary impact and cost effectiveness. For these reasons, grantee in-
stitutions must establish sound and effective business nianagement
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 grantee 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
Grants 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 Officer.

This booklet is intended to provide a common understanding of
the grants administration framework within which PHS stafl and
responsible grantee institution officials must operate. Any ques-
tions relating to its preparation or subject matter should be
directed to this oflice.

John C. Droke
Director
Oflice of Administrative Management
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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 nf the referenced documents, which present additional
detailed guidance 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 FFederal Regulations (Titles 42 and 45): Title 42 sets forth Public
Health Service (PHS) program regulations; Title 45 includes administra-
tive regulations applicable to all HEW grants. They are available in
booklet form from the U.S. Government Printing Office.'

Federal Register: This publication is used to announce major proposed
and final rulemaking issuances, including announcements of new pro-
grams and regulntions, as well as policies issued by the Office of Manage-
ment and Budget, the Department of Health, Education, and Welfare,
and the Public Health Service, It is available from the U.S. Government
Printing Office on a subscription basis, The current price is $5 per month
or 345 per year.

HEW Grants Administration Manual: This HEW manual sets forth
general requirements that all HEW agencies must incorporate into their
policy documents. The PIIS accomplishes this by issuing PHS supple-
mentations (see below) to the HEW manual chapters. The IIEW manual
is available from the U.S. Government Trinting Office on n subseription
basis, The current price is $16.70 (plus $3.95 for oversen mailing), in-
cluding new chapters as they are issued. The price is subject to change
without notice.

PHS Supplementations to the HEW Grants Administration Manual:
These PHS supplementations are used to implement for PHS the
policies contained in the HEW manual, They are also used to establish
and implement PHS grants administration policies in areas not covered
by the HEW manual, PHS supplementations, therefore, constitute the
basic PHS policy document applicable to its grant programs. References

'Write ta Superintendent of Documents, U.S. Government Printing Office, Washington, D.C.
20402,

20-533 0-70-12



to these issuances appear in parentheses throughout this b sklet immedi-
ately following subject headings, wherever appropriate.

PHS supplementations are issued by the Division of Grants and Contracts,
Office of Administrative Management, PHS.? They are routinely mailed
as they are issued to the business offices of grantee 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 the 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
1, 1976. Any hardships or difficulties experienced by current
grantees in making changes that may be required 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, Federal regulntions other than 46 CFR Part 74

3. Terms and conditions of the award document

4. PHS supplemental chapters to the HEW Grants Adminislration
Manual issued subsequent to October 1, 1976

6. Policies issued in this booklet

6, 46 CFR Part T4

Superseded Publications

As of October 1, 1976, this booklet supersedes DHEW Publica-
tion Nos. (0S) 74-50,000 and 76-50,000, dated July 1, 1974, PHS
Grants Policy Statement, and the Health Grants Manual (as used
by Title V Social Security Program).

It should be noted that the following publications were previ-
ously superseded:

PHS Publication 1301; July 1, 1967; PHS Granta for Rescarch Projecta

PHS Publication 1302; July 1, 1967 ; PHS Grants for Training Projects

DHEW Publication (NIH) 72-8; July 1, 1972; Grants for Research
Projects

DHEW Publication (NII) 73-9; December 1, 1972; Grants for Training
Projecta

I Write to Divislon of Granta and Conlrnets, OAM, 'S, Parkiawn Doilding, 6600 Fishers
Lane, Rockville, Moryland 20862,
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GLOSSARY

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

Budget—The financial expenditure plan approved by PHS to carry
out the purposes of the grant-supported project. The budget is
comprised of both the Federal share and any non-Federal share of
such plan and any subsequent authorized rebudgeting of funds
(see Prior Approval below) ; except that for those programs that
do not involve Federal approval of the non-Federal share of costs,
such as research grants, the term “budget” means the financiai
expenditure plan approved by PHS, including any subsequent au-
thorized rebudgeting of funds, for the use of Federal funds only.
Any expenditures charged to an approved budget consisting of
Federal and non-IFederal shares are deemed to be borne by the
grant in the same proportion as the percentage of IFederal/non-
Federal participation in the overall budget.

Budget Period—The interval of time (usually 12 months) into
which the grant project period is divided for budgetary and re-
porting purposes.

Direet Assistance—A grant under which goods or services are
furnished in lieu of cash. Direct assistance generally involves the
detail of Federal personnel or the provision of supplies, such as
vaccines. Prerequisite to the use of direct assistance is authoriza-
tion by statute or regulation and preestablishment of agreements
between PHS and the granteec.

Grant—An award of financial or direet assistance to an eligible
recipient under programs that provide for such assistance based
on review and approval of an applieation, plan, or other docu-
ment(s) setting forth a proposed aclivity or program.
Granl-Supported Activities/Project—Those activities specified or
deseribed in a grant application or other document that are ap-
proved for PHS funding whether or not such Tunding constitutes
all or only & portion of the finnneial support necessary to carry out
such aclivilies,

Grantee—The institution, public or private corporation, organiza-
tion, agency, or other legally accountable entity that rececives a

3
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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.

Grants Management Officer—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 Program/Project Officer below.)

In-Kind Contributions—In-kind contributions represent the value
of noncash contributions provided by the grantee or third parties.
In-kind contributions may consist of charges for real property 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 distriet, council of governments, sponsor group representa-
tive organization, and other regional or interstate government en-
tity, or any agency or instrumentality of a local government, ex-
clusive of inslitulions of higher education and hospitals. This term
also includes federally recognized Indian t{ribal governments.

Maintenance of Effort—A requirement contained in certain legis-
lation, regulations, or administrative policies stating that a gran-
tee must maintain a specified level of financial effort in a specilic
area in order to receive Federal grant funds, and that the Federal
grant funds may be used only to supplement, not supplant, the
level of grantee funds,

Prior Approval—Wrilten permission provided by an authorized
official in advance of an act thalt would result in either (1) the
obligation or expenditure of funds or (2) the performance or
modification of an aclivily under the grant-supported project,
where such approval is required. Prior approval must be oblained
from the designated Grants Managementl Oflicer for the grant
involved, excepl thal certain grantee inslitulions may approve
some rebudgeting actions under an Institutional Prior Approval
System. (Sece Prior Approval of Use of Grants I"unds Including
Rebudgeting under “General Policies.”) Documentation of the
approved budget on the Notice of Grant Award constitutes prior

4




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 Award.

Program Director/Project Director/Principal 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.

Program/Projeet Officer—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 stafl’ 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 Grant-Supported Activities/Project above
and Preaward Costs under "Costs,”)

Project Period—The total time for which support of a project has
been approved, including any extensions thereof.

State Government—Any of the several States of the United States,
the Distriet of Columbia, the Commonwealth of Puerto Rico, any
territory or possession of the United States, or any agency or in-
strumentality of a State, exclusive of Stale institutions of higher
education and hospitals,

Stipend—A payment made to an individual under a fellowship or
training grant in accordance with preestablished levels. Such pay-
ments are intended to provide for the individual's living expenses
during the period of Lraining.

Terms and Condilions—All legal requirements imposed on a grant
by the Federal Government whether by statute, regulations, the
grant award document itself, or olther documents.

Types of Granis

Grants can be classified in several ways, for example, on the
basis of purpose (research, training, service, ete.) or on the basis
of method of award (formula or discrelionary). Set forth below
is o brief glossary of commonly nsed designuations without regard
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to classification systems. Therefore, these designations are nof
mutually exclusive. A specific grant might be deseribed by more
than one of these terms.

Biomedical Research Support—A grant to assist an eligible insti-
tution to maintain, develop, and advance its bioinedical 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 program 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
enrollments.

Conference—A grant awarded to support the costs of meetings
clearly within the areas of PHS program interests.
Consortium—A grant made to one institution in support of a
research project in which the program is being carried out through
a cooperative arrangement between or among the grantee institu-
tion and one or more participating institutions.

Construction—A type of facilities assistance grant made to pro-
vide support for building, expanding, and modernizing health
facilities. (Sece Fuceilities Assislance helow.)

Consultation and Fduecation—A grant awarded to develop and
coordinate the effective provision of health services and to inerease
public awareness of the nature of particular health problems and
of the Lypes of services available,

Continwing Education—A grant, usually shorl term, made to pro-
vide support for additional or updated training to professionals,
paraprofessionals, or nonprofessionals working in a given health
field.

Demonstration—A grant, generally of limited duration, made o
establish or demonstrale the feasibility of a theory or approach,
Discrelionary or Project—A grant made in support of an indi-
vidual projeet in aceordance with legislation that permits PHS fo
exereise judgment in selecting the project, the grantee, and the
amount of the award.

Fueilities Assistance—A grant made for Lhe acquisition, remodel-
ing, expansion, or leasing of exisling facilities, or the construclion
of new facililies, and Tor Lhe initial equipping of such facilities.
Fellowship—An award made in behalf of an individual to support
gpeeifie training that will enhance that individual's level ol com-
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petence in the particular health area of concern. Under certain
programs, fellowship recipients may be subject to service and
payback requirements.

Financial Distress—A grant awarded to an eligible institution
that is in serious financial difficulty to meet operational costs re-
quired to maintain a certain level, quality, or type of health
services or educational program, or that has special need for finan-
cial assistance to meet acereditation requirements.

Formula—A grant in which funds are provided to specified gran-
tees on the basis of a specific formula, preseribed 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.

Research—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, or 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 services to a specified community or area.

Study and Development—A grant awarded to study and develop

innovative and experimental programs leading to an established
health services delivery component.

Training—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 the delivery
of health services in the particular area of concern. Under some
programs, student trainees may be subject to service and payback
requirements,




APPLICATION AND FUNDING

Neonconstruction 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 1
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 (1) 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
regulation, an initial project period or compelitive extension there-
of may not exceed 5 years (3 years for foreign grants).

The documentation on a Notice of Grant Award of the approval
of a project period that extends beyond the budget period for
which Tunds are provided, including recommended levels of future
support, expresses the PIIS intention to provide continued finan-
cial support to the project; however, the recommended levels of
future support within a project period are not guarantees by PHS
that the project will be funded at those levels. Instead, these
amounts represent estimates of future funding levels based on a
projection of the information available at the time of the initial
award, The actual amount of subsequent awards will be deter-
mined by reviewing the proposed project budget, reports of pro-
grress, other information submitted in the conlinuation application
for the budget period involved, and the availability of IFederal
funds, and may be subject to negotiation between the grantee and
PHS. Funding of a noncompeting continuation grant within a
previously approved projeet period may be withheld for justifiable
reasons, See Withholding of Support under “Changes in Project”
for details.
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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 accordance with funding
priorities.

Application forms and information concerning 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 programs may
be obtained from the requesting institution’s application control
office or from the Division of Research Grants, National Insti-
tutes of Health.

Continuation

Funds for subsequent budget periods within an approved proj-
ect period must be requested in an annual application, which is
routinely mailed to the grantee several months before the begin-
ning date of the next budget period. If the form is not received
at the proper time, it is the responsibility of the grantee insti-
tution to request this application form. In the case of research
grants o inslitutions with designated application control oflices,
a lisling of continuing projects is supplied to that oflice. The
level of funding for the ensuing budgel period will be deter-
mined from review of the application within the framework of
the approved level of support, the progress reported, and the
availability of funds, and may be subject to negotiation between
the grantee and PHS,

Compeling Fatension

Unless restricted by the governing legislation or regulations,
when a grant nears the end of the period approved for support
and the grantee wishes Lo continue the project, a compeling ex-
tension applieation must be submitted in accordance with the
established deadline dates for the program. The compeling ox-
tension application will be reviewed in the same manner asg a
new application and must compele Tor available funds, 11 ap-
proved, the extended period of support is trealed as a continu-
ation of the original 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~sie of a project
or program scope or research protocol are subject to t} - same deadlines,
processing, and competition for available funds as a new .pplication,
Administrative increases: Requests for supplemental funds to meet in-
creased administrative costs that take effect during a current budget
period, 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 grantee official, Such requests
are usually noncompeting but are 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 single
annual appropriation. Shorter or longer budget periods may be
established for compelling programmaltic or administrative rea-
sons such as to arrange more advantageous anniversary dates, to
allow for project periods not evenly divisible 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 approved budget shown on a Notice of Grant Award and per-
mitted under the authorities given to the grantee for the rebudget-
ing of funds documented in an approved budget. (See Prior Ap-
proval of Use of Grant Funds Including Rebudgeting under “Gen-
eral Policies.")

Unobligated Balances (Estimaled or Actual)

At the option of PIIS, estimated or actual unobligated balances
remaining al the end of a budget period may be treated in the
following ways:

1. As an offset (deduction) from the continuation award, if there is one.
2. As a carryover for use in u subsequent budget period, as additionnl
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funding authorized for purposes requested and justified in the con-
tinuation year application.
3. As a refund 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
hasis are therefore not generally applicable to construction grants.

Formula Grants

FFormula 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-
tions. The project period concept is not applicable to these grants.

The authorizing legislation for most PHS formula grant pro-
grams under which Stutes 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 State's plans for providing the health
services or facilities required by the authovrizing legislation and
must document the Stz :'s provisions for complying with other
Federal requirements 1, r use of the allotted 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, including merit systems and equal
employment opportunity requirements; providing procedures for
informing the public of kinds and locations of services available;
maintaining records and proper accounting procedures, ete.

The PHS has adopted a simplified system of administering those
formula grant programs requiring approval of a State Plan or
application that are administered on a decentralized basis by the
PHS regional offices and, at the option of the appropriate PITS
agency head, for such formula grant programs administered by
headquarters oflices (sce Chapter PHS:5-501). Under this sys-
tem, the State Plan or applicalion documents are incorporated by
reference in o cerlifieation after an onsite review of the docu-
ments, usually in the State’s oflices, satisfies the PIS reviewers
that applicable requirements have been met. The PHS reviewers
use a State Plan/Application Checklist to ascerlain compliance
with legislative and regulatory requirements,

The certification, a proposed budget, and any required support-
ing documentls must be submitted to the Office of the State Gover-
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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 documents 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
formula 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 period of 60 days is allowed
for this review. (See Health Systems Agencies under “General
Policies” for the corresponding review requirement for project
grants.)

The Notice of Formula Grant Award is the official notification
to the State agency designated 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
portion 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, Code of Federal Regulations, Part
T4 (45 CFR 74). Subpart Q pr zscribes four separate sets of cost
principles. Each grantee is suvject to only one set, according to
the classification of that grantee; however, a subgrantee or cost-
type contractor under a 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 Federal Procurement Regulations (41 CFR Subpart
1.15.2). The four sels of cost principles and their applicability are
as follows:

45 CFR 74 Applicable uy—
Appendix C State and loeal government agencies
Appendix D Institutions of higher educntion
Appendix E Hospitals

Appendix Nonprofit organizations

Generally, the cost principles permil a granlee institution to
establi a and use its own accounting system for determining costs
as long as it is based on sound accounting concepts consistently
applied to all institutional activities regardless of the source of
funds used to support those aclivities. Also, while costs may be
treated either as direct or indirect costs depending on the aceount-
ing system being used, certain types of expenses are usually con-
sidered as indireet costs (see Indiveet Costs under this section).
If such costs are charged directly to a grant-supported projeet,
the grantee must assure that similar Lypes of costs are charged as
direct costs in all other work of the institution.

Additional information regarding direct costs, indireel costs,
and applicable eredits is presented below.

13




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 Officer. Outlined below are examples of allow-
able and unallowable expenditures most frequently encountered as
direct costs under one or more PHS grant programs.

Advertising.—Allowable for recruitment of staff for project, pro-
curement of scarce items used in conduct of project, disposal of
serap or surplus materials, and bid advertising under construction
grant programs.

Air Conditioning.—Usually this is a utility cost for which the
grantee is responsible as a normal operating expense reimbursed
through the payment of indireet cost. If the grantee proposes to
charge air-conditioning equipment as a direct cost item, the equip-
ment will be defined and treated as general-purpose equipment.
(See Property Management under “General Policies.”)

Alteration and Renovalion.—Alleration and renovation costs that
constitute new construction, relocation of exterior walls, roofs,
and floors, or completion of unfinished shell space to make it suit-
able for human occupancy are considered to be construction;
therefore, their associated costs are unallowable as charges to
PIS grant-supported projects unless the program legislation spe-
cifieally authorizes alteration and renovation or construction. Such
expenditures, if allowable, would be subject to policies governing
construetion, (See Construction under this section and Construc-
tion Grants under “General Policies.”)

Alleration and renovation costs that do not constitute construction,
as above, are allowable, subject to the limitations sel forth in
Chapter PHS: 1-44 and summarized below. Such costs are allow-
able to adapt space or utilitics within a completed structure to ace-
complish the objective of the grant-supported activity, provided
that (1) the grantee is not an individual or a foreign institution,
(2) the building has a usable life consistent with program pur-
poses and is architecturally suitable for conversion, (8) the alter-
ation and renovation is essential to the project supported by the
grant, and (4) the space involved will actually be oceupied by the
project, In situations where the space is rented, in order for the
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costs of the alteration and renovation fo 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:

1. The amount budgeted or used for alteration and renovation under a
single grant during any consecutive 3-year period cannot excced the
lesser of $75,000 or 25 percent of the total funds approved for direct
costs for such 3-year period, unless a waiver is obtained from PHS
in accordance with the provisions of Chapter PHS:1-44,

2, The amount of grant funds rebudpeted for alteration and renovation
during a budget period cannot exceed $1,000 without the prior ap-
proval of PHS.

If project 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 Exec-
ative Order 11246, as amended, and with the applicable rules,
regulations, and procedures prescribed pursuant thereto.,

Animals,.—Charges for the acquisition, care, and use of experi-
mental animals are allowable, (See Laboratory Animals, Care
and Treatment under *General Policies.")

Bad Debis.—Not allowable,

Bonding. —Allowable. Grantess shall observe their regular re-
quirements and practices with respect to bonding and insurance,
PHS will not impose additional bonding and insurance require-
ments, including fidelity bonds, except in the case of construction
grants (including alteration and renovation) exceeding $100,000,
loan guarantee programs, and grants Lo individuals.

Bonus Payments.—Allowable as part of a total compensation
package provided that such payments are reasonable and are made
according to a formal poliey of the grantee institution thal is con-
sistently applied.

Itooks and Periodicals,—Allowable where required for the con-
ducet of the project. Such items may be allowable as indireet costs
when obtained for librarvies for the general use of institution staff’
and students,

Child-Cure Costs—Allowible to assist patients in receiving health
services and Lo permilt consumer board members to attend board
meetings, (See Consumer/ Provider Participation under this sec-
tion,) Such costs may also be allowable as a fringe benefit for em-
ployees working on a grant-supported projeet. (See Fringe Bene-
fits under this section,)

Communications,—Costs resulting from local and long-distance
telephone calls, telephone surveys, telegrams, postage, ele,, neces-
sary to the project, and not treated as indirect costs, are allowable,
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Construction.—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 clearance (as long as reflected in bid)
¢. Sidewalks necessary for use of facility
d. Driveways to connect with public roads
e, Parking areas
f. Bid advertising
g. Architect fees
h. Liability insurance
2. Unallowable Costs
2. Relocation of utilities
b. Offsite improvements
¢. Consultant fees not related to actual construction
d. Donated equipment
¢. Equipment purchased through a conditional sales contract
f. Bonus payments to contractors
g. Damage judgment suits
h. Fund-raising expenses
i. Legal services not related to site ncquisition

Consultant Services (Chapter PHS : 1—45).—The use of project
funds for the payment of fees to consultants (from both within
and outside the grantee organization) is allowable under the con-
ditions indicated below. Charges to project funds may include
fees, travel, and supporting costs (per diem or, where applicable,
subsistence). Consultant fees are not generally paid to an em-
ployee of the FFederal Government, ([for exceptions, see IFaderal
(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 apply regardless of the source of support, and (3)
they will include the following as minimum standards for docu-
mentation in supportof the use of consultants:

1, There must be evidence that the services to be provided are essentinl
and cannot be provided by persons receiving salury support under the
grant,

2, There must be evidence that n selection process has been employed (o
secure the most qualified person available and that the selection has
been approved by a senior officer of the prantee orgnnization.

3. There must be evidence that the charge is approprinte considering the
qualifications of the consultant, his/her normal charges, and the nature
of the services rendered.

Special conditions, in addition to those above, applying to educa-
tional institutions are:
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1. If the consultant is an employee of the grantee institution, the consul-
tation must be across departmental lines and in addition to regular
duties, or it must involve a separate or remote operation, and the work
performed is in addition to the consultant’s regulur 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 Parlicipation.—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 rcimbursed to participants as per diem, fee, or otherwise, the
reasonable costs of necessary meals furnished by the grantee to
consumer/provider participants during scheduled meetings.

Contingency Funds or Reserves.—Use of projeet funds for con-
tingency accounts or reserves is generally not allowable. Contin-
gencies may be allowable where they arise from presently known
and existing conditions, the effects of which are foreseeable with-
in reasonable limits of accuracy, such as acerued vacation costs.

Unless otherwise restricted by the terms and condilions of the
award, grantees may use grant-related income to develop and
maintain a reserve fund to off'set underestimates of funding needs
for approved activities and for complying with State requirements
for prepaid health care services. Amounts placed in such reserves
may not be used for matehing, (See 42 CT'R 50, Subpart A, section
50.107).

Contraceptive Costs. —Allowable when contraceptives arve pre-
seribed by a physician in conneetion with services provided as an
integral part of the grant-supported project.

Contracts for Materials and General Support Servviees.—Allow-
able. All procurement transactions shall be conducted in & manner
so0 as Lo provide open and free competition to the maximum prac-
tical extent,

Customs and Import Dulies. —Allowable except on grants made
to foreign institutions. Charges may include consular fees, cus-
toms surtax, value-added lax, and other related charges.
Depreciation or Use Charges.—Normally not allowable as a direct
cost but may be included in the grantee's indirect cost pool. De-
preeiation or use charges on equipment or buildings, the cost of
which was charged to a federally supported project, are un-
allowable.
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Donors.—Payment is allowable to volunteers or research subjects
who contribute blood, urine samples, and other body fluids or tis-
sues that are specifically 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 therapy with “possibly
effective” drugs.

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

Entertainment.—Costs of amusements, social activities, and in-
cidental costs related the-eto, such as meals, beverages, lodging,
and transportation, are not allowable.

Equipment. —Allowable. FFor policies governing the 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 additional details governing
the amount of allowable costs that may be charged for rental or
lease of equipment, see Rental or Lease of Facilities and Equip-
ment under this section.

Federal (U.S. Government) Employees.—The following rules
apply to payments made from a grant to Federal employees:
1. Consultant fees: Not allowable, except when all of the following con-
ditions apply:

t. The employees are medienl personnel of the Uniformed Services of
the United Stales (except Commissioned Officers of the Public
Health Service) providing the kind, type, nnd extent of medieal
services approved in the grant award,

b. Adequate numbers of qualified civilian personnel are not available
to provide the kind, type, and extent of medieal services approved
in the grant award and medieal personnel of the Uniformed Services
of the United States (excepl Commissioned Officers of the Public
IMealth Serviee) are hired only in addition to those qualified civilinn
medienl personnel, if any, who are available.

¢. The medienl personnel of the Uniformed Services of the United
States (except Commissioned Officers of the Public Health Service)
hired ns consultunts have prior written nuthorization from their
commanding officers to work on the grant-supported activity and to
be paid for their efMorts.
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2. Outpatient or subject costs: Allowable 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 employee is:
a. Working under a grant to a Federal institution,
b. During nonduty hours, in leave-without-pay status, or on detail to
a State or local government, provided (1) reimbursement is in ac-
cordance with terms mutually acceptable to the grantee institution
and PHS, and (2) all 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 applied without repard 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.

Hospitalization.—See Patient Care Costs under this section.

Insurance.—Insurance is usually treated and reimbursed as 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 consistent with institu-
tional policy. Such premiums may include those on hazard, mal-
practice, and other liability insurance to cover grant-supported
personnel and activities,

Grantee patients: Payment of health insurance premiums for target popu-
lntions can be charged to PHS grants when specifieally approved by PI1IS
nnd under the following conditions:

1, The recipient is otherwise qualified Lo receive the benefits of the grant-
targeted services but does not have necess to coverage under other grant
programs or thivd-party mechanisms such as Medieare, Medieaid, and
Title XX,

2. The recipient is below the program-defined income level at which he/she
might he expected to pay for health services or purchase health insur-

ance.
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3. The recipient is located in an area where there are applicable prepaid
capitalion or insurance programs for which the recipient is eliyible and
such provider is a qualified organization approved by PHS,
Equipment: Costs for insuring equipment purchased with graut funds
should normally be included in indirect costs. However, with prior approval
of PHS, such costs may be allowable as direct charges if it is normal insti-
tutional policy fo treat such costs as direct costs.
Costs of insurance on Government-owned equipment are not allowable either
as direct or indirect costs except to the extent that PHS has specifically
requived or approved such costs.
Interest Costs.—Not allowable, unless sperifically 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 pelicy and be reasonable in
relation to accepted practice among other institutions of compar-
able nature. Leave is not allowable for trainees and fellows,
Trainees and fellows in academic institutions are not entitled 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 Costs.—The costs of legal services, where required in the
administration of a grant-supported project, may be allowable if
reasonable and 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 services incurred in connection with the prosecution of
claims against the ederal Government are not allowable.

Library and Information Services,—Allowable as a direct cost
when specifieally required for the conduet of the project and
identifiable as an integral part of the grant-supported activity, for
example, in those programs designed to develop and support such
gervices. General library support is not allowable as a direct cost
but may be included in the grantee's indirect cost pool.
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Meals, —Allowable for subjects and patients under 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.

Motion 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 Items.—Allowable for purchase of toys, games, ete., to
allow patients to attend clinic sessions, or for diagnostic or ther-
apeutic purposes in child development clinics and similar pro-
grams.

Overtime.—See Salaries and Wages under this section.

Patient Care Costs.—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 and to incur patient care costs in the
project receiving grant support. The incurrence of patient care
costs in excess of the amount included im the approved budget
must have prior approval, (See Prior Approval Requirements In-
cluding Rebudgeting under “General Polivies.”) In the case of
research grants, the institution will be reintbursed in accordance
with the provisions of HEW Grants Adminisivalion Manual Chap-
ter 6-50, IFor all other grants, reimbursement will be made on the
basis of “reasonable cost” as sel forth in the Prineiples of Reim-
bursement for Provider Costs (under Title NVIII of the Social
Securily Act) published by the Social Security Administration,
HEW, except where a different basis for reimbursement is set
forth in governing progranmmatic regulations or yruidelines,
Patient care costs do not include the otherwise allowable items
of personal expense reimbursement, such as patier t travel or sub-
sistence, consulting physician fees, or any other direet peyments
related to all classes of patients, including inpatients, outpatients,
subjects, volunteers, and donors.
Preaward (Posts.—Cosls incurred prior to the beginning dale of
the budgel period of a new grant or a compeling exLonsion of an
existing grant are not allownble unless authorized in wriling hy
en officinl who has been formally delegated the authority 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 paper reports work supported by the grant.
2, The merit of the paper is the first criterion in acceptance for inclusion
in the journal,
3. Any charges for publication by the journal are equitably applied to all
papers regardless of the source of financial support.
4, The journal involved is not operated for profit,
6. The copyright is owned and managed by n nonprofit institution.
G, Prior approval is obtained from PHS if required by the applicable cost
principles,
Such costs may include amounts for special plates, charts, and
diagr .ns, part of the costl of all papers published where required
by the seientifie journal, and reprints of the published material,
Costs of publishing books, monographs, and pamphlets reporting
the work supported by a grant are allowable with PIIS approval,
where required. or additional detailg, see the seetions entitled
Publication and Publicity and Grant-Related (Program) Income
under “General Policies.”
Recruitment Costs, —Allowable when an individual is recruited
for employment by the grantee institution if payment of such costs
is normally made by the grantee institution regardless of the
source of funds and is made pursuant to a well-managed reeruit-
ment program, These costs may include help-wanted advertising
costs and fravel costs incurred by applicanls with respect to pre-
employment interviews, Such travel costs should also be paid in
accordance with established inslitutional policy and should hbe
reasonuble with regard to the number of trips required, mode of
transportation, and susbsistence rates, among other consider-
ations. Grant funds may not be used Lo pay prospective lrainees
or fellows for travel or other reinted recruiting costs.
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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 objectives.

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 recruitment 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
policies consistently applied regardless of the source of funds.
These costs may include transportation of the emplovee, his/her
family, dependerts, and household goods to the new location.
Where relocation costs have been incurred in connection with the
reerunitment of a new employee and the employee resigns for
reasons within his control within 12 months after hire, the institu-
tion must eredit the grant account for these costs.

Rental or Lease of Facilities and Equipment (Chapter PHS:
6-10).—Allowable. Due to the complex nature of determining the
amount of such allowable costs, however, granlees are encouraged
to consult Chapter PHS: 6-10 and the designated PHS Grants
Management Officer prior to entering into leases that will result
in charges to project funds.

Rental costs under long-term: leases are allowable only up to the
amount the lessee would be allowed under applicable TEW cost
prineiples had it purchased the property on the date the lease
agreement was executed. However, if the lessee ean demonstrate,
based on the facls existent at the time of the deecision lo lease on
a long-term bhasis, that such leasing (1) will result in less cost to
the lessee over the total period that the property will be used in
the lessee's operations or (2) is clearly necessary in light of the
particular circumstances involved, the rental costs for the term of
the lease may be charged to the project, subject Lo the same eri-
terin sel forth for short-term leasing in Chapter PHS:6-10, If
the lessee subsequently renews the lease, it must again demonstrate
that leasing will result in less cost or is clearly necessary in light
of the cireumstances involved in order to continue having rental
costs evalualed by the ceriterin for short-term leasing.

Costs of renling facilities and equipment where one parly to the
rental agreement is able to control or substantially influence the
actions of the other are allowable charges wo the projeet only up
to the amount that wonld be allowed as the normal costs of owner-
ship,
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When an institution transfers property to a third party through
sale, lease or otherwise, and then leases the property back from
that third party, the lease cost that may be charged 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 Leave.—Sabbatical leave salary, as such, is not allow-
able, but sabbatical leave costs to the institution may be ineluded
in a composite fringe benefit rate or in the institution’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 institutional
policies applicable to all employees regardless of the source of
funds.

Salaries and Wages. —Allowable when an employee of a grantee
organization 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 is reasonable and conforms to the established, con-
sistently applied, salary and wage policy of the grantee institution.

Payroll distribution: Amounts charged to pgrant-supported projects for
personal services must be based on institutional payrolls, decumented and
approved in accordance with pgenerally aceepted institutional practices,
Standnrds for documentation of payrolls are contained in the applicable cost
principles. (See the introduction to this seetion.) Briefly summarized, these
standards nre as follows:
1, Tor educationnl institutions, hospitals, and nonprofit organizations:
1, Monthly after-the-fuel reports of the distribution of effort for indi-
vidual professional stafl members, or
h. An adequate appointment and workload distribution system necom-
punied by monthly reviews and o veporting of any significnnt
changes in the workload distribution of each professor or profes-
sional stall member.,
e. Time and attendance and payroll distribution records for nonprofes-
sional employeces.,
2, TFor State and loeal povernment agencies:
. Time and attendance or equivalent records for nll employees,
b, Time distribution records for employees whose compensation is
chargenhle to more than one grant or other cast objective,

Fuli-time: Th definition of “full-time” employment should be governed
by the grantro institution's establistud policy regarding what constitutes
such employment.
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Part-time: “Part-time” employment refers to less than full-time employ-
ment as defined by the grantee institution (see above). The rate of com-
pensation for an individual considered a part-time employee should be
based on the salary he/she would have earned if he/she had been a full-
time employee.

Where an institntion provides a guaranteed salary plus an additional
amount dependent on such things as the total income of a pgroup clinic
operated by the institution, full-time salary may be considered to be the
combination of the guaranteed amount and the additional amount. How-
ever, this salary may not exceed a formally established ceiling or the
amount that reflects the individual’'s most recent full year's experience,
whichever is smaller.

Overtime: Premiums for overtime are generally allowable; however, such
payments are not allowable for faculty members at institutions of higher
education. Overtime premiums paid by nonprofit institutions require PIIS
prior approval except under certain circumstances as specified in the gov-
erning cost principles, These instances should be documented, and, where
justified, necessary approvals may be pranted vetroactively. The cate-
gories or clnssifications of employees that may receive overtime payments,
for example, professional or nonprofessional, should be determined in
accordance with the formal policies of the institution consistently applied
regardless of the source of funds, When the salary is charged partly to
project funds and partly to other institution funds, the total of the salary
(both regular rate amount and the premium rate amount) must be pro-
rated in accordance with the time spent on the grant-supported project,
Where the institution has n policy of charging premium overtime to the
indirect eost pool, no premium overtime can be charged direetly to a PHS
prant-supported project,

Salary from multiple grants: When an employee is working on two or
more grant-supported projecls, his/her salary will be prornted to each
project based on the time or effort devoted to each project. However, where
Lwo or more granls concurrently support one identified activity or program,
the grantee may charge such costs to either or any of the grants involved,
provided that charges are not duplicated, unless a prior understanding has
been renched with the affected PIHS offices. (In regard to cost transfers,
see Chapter 6-05 of the HEW Grants Administration Mannal.)

Research (eareer) development: Grant funds budgeted for an individunl's
salary bul released asg the result of transfer of support of an individual to
n PHS resenreh or academic enreer program grant may not be used for nny
other purpose without, prior approval from PIHS,

Compensation of students: Compensntion of students, fellows, or Lrainees
for actual work or services on n grant-supported project which may also
provide on-the-job training townrd a degree is allowable only when nll of
the following conditions exist: (1) there js o bona lide employer-cmployee
relationship, (2) the purpose of such payments is for services rendered to
the project, (4) the payments are supported by acceptuble necounting ree-
ords (hal accurately refleet distribution of time or cffort, and (4) the
relntionship is consistently charaeterized by the grantee as “employer-
employee” and the remuneration ns compensation for work performed, that
is, as "wages" or “salary.”
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Depending on the institution's policy, such individuals may be furnished
tuition remission ns part of their basic compensation in lieu of all or part
of their salary.

Stipends or other payments which are intended as financial assistance to
students, fellows, or trainees are allowable only from fellowships, training
grants, or other types of grant-supported projects where specifienlly 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: PHS grant funds may be used to pay all
or part of the noen-Federal or institutional share of an individual student's
compensation under the Office of Education’s College Work-Study Program
provided that PHS approval has been received. Payment of such compen-
sation must be for the performance of services 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 all users and must not
be included in the indirect cost pool.

Student Activity and Services Costs,—Costs incurred for stu-
dent activities such as student union fees or student publications
and costs incurred for student services costs such as student
health and infirmary services are generally unallowable charges
to research grants at educational institutions. 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) may be included in the indirect cost pool. Student
services costs may be allowable on training grants to such institu-
tions as a direet cost, if not included in the institution’s indirect
cost pool, with PHS prior approval; student activity costs on
training grants at educational institutions may also be allowable
with PHS prior approval.

Subgranting.—Allowable only when (1) project funds are pro-
vided to another individual or organization to carry out the pur-
poses for which the award was made, (2) the original grantee in-
stitution retains scientifie, administrative, and financial responsi-
bility over the activity and the funds, and (3) prior anproval of
PHS is obtained, (See Subgranting and Contracting of Grant-
Supported Effort under “General Policies.”)

Subjzel Costs.—Allowable. See Palient Care Costs 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 :1-501).—The deter-
mination 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
nonexpendable personal 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 permanent structure
or appurtenance thereto. Units classified as real property may not
be charged to a PHS grant-supported project unless authorizing
legislation permits construction costs or purchase of real property
and the specific purchase is approved by PHS.

A trailer or modular unit is classified as nonexpendable personal
property when the unit and its installation are designed or planned
to be used at any given location for a limited time only. Units clas-
sified as nonexpendable personal property may be charged only if
program regulations authorize purchase of equipmeut and prior
approval is obtained from PHS.

Transportation. —When equipment is moved from one grantee in-
stitution to another, the cost of transportation may be charged
to the grant at either the original or the new institution, depending
on the circumstances and the 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 performed outside of the grantee's own
country, including travel between the United 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 regard 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 PHS.

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 short 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 travel allowance may be authorized. Fellows and
trainees training at foreign sites may receive round-trip travel
fare.

In all cases, travel costs are limited to the extent provided by
formal institutional travel policy except that in the case of air
travel, less than first-class travel on U.S. carriers must be used
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when available. If the grantee institution has mno 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.

Tuilion and Related Costs.

Employees of the grantee institution: Tuition and related costs for em-
ployces other than students are allowable when the training is required to
gain specific skills or information needed for the suceessful prosecution of
the objectives of the project funded by the grani 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. (See Fringe Benefits under this section.) Other
tuition costs, for example, in grants to institutions of higher education, re-
missinn of tuition and fees for students working on grant-supported proj-
cets, are also allowable as direct charges under the conditions stipulated in
Salaries and Wages under this section.

Trainees and fellows supported under grants: When allowable, tuition and
fee allowances are charged only to the extent that the same resident or

nonresident tuition and fees are charged to regular non-federally sup-
ported 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 programs. 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 following:

1. All training grants except those to State and loeal government agen-
cies will be reimbursed at B percent of total allowable direet costs
or actual indireet cost rate, whichever is less. Grants to State and
local government agencies will be reimbursed at their full indirect
cost rate.

2. Indirect costs on Research (Carcer) Development Awards, if allow-
able by the program, will not be reimbursed in excess of B percent
of total nllownble direct costs.

3. Indirect costs will not be paid on fellowships, foreign grants (except
to American Universily, Beirzt), construetion grants, or grants to
individuals.

4. Indirect costs for grants in support of conferences will not he allowed

except in the most unusual circumstances and then only after negoti-

ation (in advance of the award) belween the applieant and PHS,
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6. Grants on which indirect costs are limited or prohibited by law or regu-
lation will be awarded in accordance with the legal or regulatory re-
strictions.

6, When the grantee waives reimbursement of full indirect costs,

Establishment of Indirect Cost Rales

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 in 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 with 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 Grants Administration 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 brochure may be obtainel from the Office of the
Regional Comptroller., Multiple copies of the brochures may be
obtained from the Superintendent of Documents, U.8. Govern-
ment Printing Office, Washington, D.C. 20402.

0ASC-1 A Guide for Colleges & Universities—Cost Prineiples and Pro-
(Rev) cedures for Establishing Indirect Cost Rates for Research Grants
and Contracts with the Department of Henlth, Edueation, and

Welfare.
OASC-3 A Guide for Hospitals—Cost Principles and Procedures for
(Rev) Establishing Indirect Cost and Patient Care Rates for Grants
and Contraets with the Department of Health, Eduecation, and

Wellnre,
QASC-5 A Guide for Non-profit Institutions—Cost Principles and Proce-
(Rev) dures for Establishing Indireet Cost and Other Rates for Grants
and Contracts with the Department of Health, Education, nnd

Welfare.

OASC-G A Guide for State Government Ageneics—Establishing Cost
Alloeation Plans and Indirect Cost Rates for Grants and Con-
tracts with the Department of Health, Edueation, and Welfare,

OASC-8 A Guide for Local Government Agencies—Establishing Cost Allo-
cation Plans and Indireet Cost Proposals for Grants and Con-
tracts with the Federal Government.

Indirect costs may also be paid to subgrantees and cost-type
contractors under a grant-supported project. In such cases, the
grantee institution will be responsible for negotiating appropriate
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indirect cost rates with subrecipients unless the subrecipient has
negotiated an indirect cost rate 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 principles 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 the use of a single rate would result in a
grossly inequitable distribution of costs. A special rate may he
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 migut 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.)

Joinl Rales

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

Award and Settlement of Indirect Costs

Currently efTective indirect cost rates are cireulated throughout
HEW by means of published Negotiation Agreements, Bach ap-
plicable award to a grantee institution with a currently effective
rate will contain indirect costs caleulated on the basis of that rale.?
FFor policies and procedures governing the reimbursement of in-
direct costs, see Chapler HEW :6--150, IFor procedures applicable
to the reimbursement of indirect costs on training grants (except
those to State or local government agencies), see Chapter HIEW :
6-160.

3 For NI vesearch grants, indlrect costa are awnrdel separvately under the Indirect Cost
Management System.
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In the event that a grantee institution is delinquent in the sub-
mission of its indirect cost proposal and does not have a currently
effective indirect cost rate. no indirect costs will be included on
the Notice of Grant Awarc. 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 date 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 grant 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

[he term “applicable credits” refers to those receipt or negative
expenditure types of transactions that operate to ofl'set or reduce
expense items that are allocable to grant-supported projects as
direct or indirect costs. Typical examples of such transactions are
purchase discounts, rebates, or allowances; recoveries or indem-
nities on losses; sales of serap or incidental supplies or services;
and adjustments of overpayments or erroncous charges,

During a project period, applicable eredits to charges made lo
PHS grants shonld be credited Lo the active grant account upon
receipt. Those received after the complelion or termination of a
project must be returned to PHS unless otherwise instructed.




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 PIHS 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, namely, 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.

Leiter of Credit

This method of payment was established to facilitate cash
availability through utilization of Federal Reserve Banks and the
grantee organization’s commercial bank. Under this system, a
grantee organization may withdraw cash from its own bank as it
is needed to meet expenditures chargeable to grant funds based
on the letter-of-credil document, which indicales a dollar amount
available for a specified period of Lime.

Letters of eredit are generally used when all of the following
conditions exist:

1. Amnual aggregate ndvanee finaneing excceds $250,000,

2, The grantee has cstablished or demonstrated to TTEW the willingness
and ability to establish procedures that will minimize the time elapsing
between the transfer of funds from the Treasury ood their disburse-
ment by the grantee,

3 The grantee's finnneinl manmeement system meets standards for fund
eontrol and aceountubility preseribed by 1EW,

Monthly Cash Request

Under this method of payment, grantee institutions must re-
quest grant funds monthly, based on anticipaled disbursements
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during the succeeding month. U.S. Treasury 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 for 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-
drawals by secondary recipient organizations whereby such orga-
nizations ecan only draw funds as they are needed for disburse-
ment,

Assignment of Payments (Chapter PHS :1-82)

Grantees are permitted, under some circumstances, to assign
to financial institutions payments due under certain grant awards.

When the grant provides for payment after incurrence of costs
and it is a discretionary project grant or formula grant that re-
quires the grantee to apply for funds on a project basis, assign-
ment is permissible,

When the method of payment is by letter of eredit or another
advance payment mechanism, assignment is not appropriate.

Requests to assign payments should be submitted to the desig-
nated Grants Management Officer,




REFUNDS AND CREDITS

Refunds 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 Termination.—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.

Granl-Related (Program) Income,—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: See Grant-Related (Program) Income under “General Pol-
icies."

2. Sale of real and tangible personal property: Sce Property Management
under “General Policies.”

3. Other grant-related (program) income: Such income is subjeet to dis-
position and use at the option of PHS, Interest enrned on reserve funds
established with grant-related income pursuant to seetion 80,107 (d) of
42 CFR 50, Subpart A, Health Services Funding, shall be treated as
other grant-related income,

Interest Earned on Advances of Grant Funds.—Except for grants
to States, as defined by section 203 of the Intergovernmental Co-
operalion Act of 1968, or where governing programmatic regula-
tions indicate otherwise, the amounts must be refunded to the
Government.



AL AL .

CHANGES IN PROJECT

Beginning Date

Necessary changes in program beginning dates should he re-
quested prior to the issuance of an award document. Any expenses
incurred prior to the official 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 PHS :2-400)

The principal investigator or project director of the approved
project mey make minor changes in methodology, approach, or
other aspects of the project to expedite achievement of the proj-
ect’s objectives.

Major changes in scope, direction, the tyne nf service delivery
or training, or other significant areas must be cubmitted to PHS
for prior approval.

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

Temporary Absence of Project Director or Principal Investigator

Whenever absence of the project director or principal investi-
gator is anticipated to exceed a continuous period of 8 months, the
plans for conducting project activities during such absence must
be sent to PHS for approval, where required by the terms and
conditions of the award. This information must be provided in
a letter signed by an authorized official of the grantee institution
at least 30 days before departure of the project director or prin-
cipal investigator, or as soon as it is known that he/she will be
absent. In the case of research grants or other types of grants
where the basis for approval of the grant was dependent on the
qualifications of the individual project director or principal inves-
tigator, the grant may be terminated if the arrangements made
by the grantee are not approved by PHS.
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Withdrawal of Project Director or Principal Investigator

If the project director or principal investigator relinquishes or
expects to relinquish active direction of the project, PHS must be
notified immediately, In such case, if the grantee orgunization
wishes to terminate the project, PHS will forward procedural in-
structions upon receipt 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 the
basis for approval of the grant was dependent on the qualifications
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, ¢» any sup-
plement or amendment thereto, on which PHS grant support is
scheduled to end.

When a grantee determines that a project may not effectively
be brought to a close prior to the completion date 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 (Chapter PHS :1-500)

When a grantee has materially failed to comply with the terms
and conditions of a grant, PIIS may, after reasonable notice to the
grantee, suspend the grant, No obligations incurred by the grantee
during the period of suspension shall be allowable under the sus-
pended grant; however, PHS may at its discretion allow neces-
sary and proper costs that the grantee could not reasonably avoid
during the period of suspension, provided that such costs would
otherwise be allowable, Suspensions shall remain in effect until
the grantee has taken corrective action to the satisfaction of PHS,
or has given assurances satisfactory to PHS that corrective action
will be taken, or until PHS Lterminates the grant.
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Termination (Chapter PHS:1-500)

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
grantee 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.”)

Termination 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 partial terminations, the portion to be terminated.

2. By the prantee, upon written notification to PHS setting forth the
reasons for such termination, the effective date, and, in the case of
partial terminations, the portions to be terminated, subject {o the para-
graph above entitled “Changes in Protocol or Scope.”

When a grant is terminated, the grantee shall not incur new
obligations for the terminated portion after the effective date of
the termination and 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 PHS :1-85)

The PHS may withhold the award of a noncompeting continu-
ation grant within a previously approved project period for jus-
tifiable reasons. Such reasons may include one or more of the fol-
lowing:

1. The grantee is delinquent in submitting required reports (Chapter
PIHS:1-42).

2. Adequate Federal funds are not available to support the project.

3. The grantee fails to show satisfactory progress in achieving the objec-
tives of the projert or otherwise fails to meet the terms and conditions
of the award,

4. The grantee’'s management practices fail to provide adequate steward-
ship of Federal funds.

B, Any other reason that would indiente that continued funding would not
be in the best interests of the Government,
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The decision to withhold Igrant 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
PHS 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 (¢) unilaterally by the grantee; or

2. The award of a noncompeting continuation grant within a previously
approved project period must have been withheld for one of the fellow-
ing reasons:

a, The grantee fails to show satisfactory progress in achieving the
objectives of the project or otherwise fails to meet the terms and
conditions of the award.

b. The grantee’'s management practices fail to provide adequale steward-
ship of Federal funds.

¢, Any reason where the grantee’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 existed at the
time of the original award must continue to exist ut the time of the
proposed award to the new grantee institution, and there must be no
significant change or reduction in the scope or objectives of the project
or activity.

4. The change of grantee institution must be made in a 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 previously approved project
period 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 original
grantee institution agrees in writing to relinquish the project, (2)
the investigator plans ne significant change in research objectives
and level of expenditure from that proposed for the project as
originally approved, and (3) the new institution submits a 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 application and 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 certain 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 :1-504)

As a result of legislative changes or other legal action affecting
the legal status of a grantee institution, 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
performance 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 (Program Performance Report)
Report of Expenditures (Financial Status Report)
Final 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 submit 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 practice in the course of or under a PHS
grant shall be provided promptly by the grantee and, in any event,
prior to a publication describing the invention, in the form spe-
cified by the Assistant Seeretary for Health. (See Patenis and In-
ventions under “General Policies” for exceptions to the invention
reporting requirements.)

In addition to the immediale reporting, each application for
competing extension or continuation support of a PHS grant to
which this portion of the reporling requirement has been applied
requires either a listing of all inventions made during the preced-
ing budget period or a certification that no inventions were made
during the applicable period.

A Tinal Invention Statement and Certification is required with-
in 90 days following completion or termination of support of a
project. All inventions that were conceived or first actually re-
duced to practice during the course of work under the project from
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the original effective date of support through the date of comple-
tion or termination, whether or not previously reported, shall be
listed on the statement. Each statement will require the signature
of the project director or principal investigator and an official of
the institution authorized to sign on behalf of the institution.

Progress Reports
(Program Perforinance 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 the simplified
svstem of administration, the States will be required to report
program performance in accordance with specific instructions
promulgated by the offices administering the various formula
grant programs. (See FFormula Grants under ‘“Application and
Funding” and Chapter PHS :6-501.)

Terminal Reports

Three copies of a terminal progress report must be submitted
to PHS within 90 days after the end of a project. The report should
be prepared in accordance with instructions provided by the office
from which the grant was received and should include, at a mini-
mum, a summary statement of progress toward the achievement of
the originally stated aims, a list of the results (positive or nega-
tive) considered significant, and a list of publications resulting
from the project with plans, if any, for further publication. Three
copies of reprints of publications not previously submitted should
accompany the progress report.

Report of Expenditures
(I'inancial Status Report)

A report of expenditures is required as documentation of the
financial status of grants according to the oflicial accounting ree-
ords of the grantee institution. The report must be submitied for
ench budget perioa (usually 12 months) no later than 90 days
after the close of the budget perivd. The reporl must cover any
extension in time of the budget jeriod authorized by PHS. The
final report of expenditures, which must be submitted within 90
days of the completion of a grant, must have no unliquidated obli-
gations and must indicate the exact balance 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 submission date extended when officials of the
grantee institution are able to demonstrate to the satisfaction of
PIIS that the report cannot be furnished in a timely manner for
reasons legitimately beyond the control of the grantee institution.
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GENERAL POLICIES

Acceptance of Grant Terms and 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 purposes.
This policy is applicable to a1l PHS grant awards.

Appeals Procedures (Chapter PHS :1-520)

HEW has a policy of permitting 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 level. If an ap-
peal is pursued, the grantee must exhaust the PHS procedure be-
fore appealing to the Grant Appeals Board, Office of the Secretary.

The following decisions may be appealed :

1. Termination, in whole or in part, of a grant for failure of the grantee to
conform with the grant terms and conditions. o

A determination that an expenditure not allowable under the grant has

been charged to the grant, or that the grantee has otherwise fniled to

discharge ils obligation Lo necount for grant funds.

3. The disapproval of a grantee’s request for permission to incur an ex-
penditure during the term of a grant,

4. A determination that a grant is void.

6. Establishment of indirect cost or patient care rales (exeept where the
gzrantee has appealed to the Armed Services Board of Contraet Appeals
with respeet to such determination under a contract with the Depart-
ment).t

Ll

As a lirst step in appealing an adverse decision, the grantee
must submit a request for review Lo the appropriate PIS oflicial,
as designated ir Chapter PHS:1-520, following the procedures
contained therein, Under the PHS procedure, a review committee,
consisting of oflicials not involved in the adverse determination,
will be appointed to consider the case. The committee will prepare
a written decision based on its review for the signature of the
committee chairman. If the decigion is adverse to the grantee, the

L Appenla of the ednblishment of Indiveet eost or patlent eare rates must o mmde o the

HEW Negional Divestor prior o appenling to the Grant Appenls Honed at the Depnrtment
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
designed for support of foreign nationals. Additionally, PHS will
not intercede in behalf of non-United States citizens who may bhe
principal investigators or project directors 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’s visa will allow him/her to remain in the country a suffi-
cient length of time to be productive on the project.

Civil Rights

Varinus laws, regulations, and Executive Orders pertaining to
civil rights are applicable to PHS grant programs and grant-
supported activities. A summary of these requirements and their
applicabilitv follows:

Title VI of the Civil Rights Act of 1964 provides that no person in the
United States shall, on the grounds of race, color, or national origin, be
excluded from participation in, be denied the benefits of, or be subjected Lo
disecrimins.tion under any program or activity receiving Federal financial
assistance. An HEW regulation implementing this requirement is published
at 46 CFRR 80, Every applicanl organization is required to have an As-
surance of Complianee (Form HEW-441 or 441B) on file with the Office
of Civil Rights, Office of the Seerctary, HEW, before a grant may be made
to that institution.

Section 504 of the Rehabilitation Act of 1973, as amended, provides that
no otherwise qualificd handicapped individual in the United States shall,
solely hy reason ol the handieap, be exeluded from participation in, be
denied the benefits of, or be subjected to diserimination under any program
or activity receiving Federnl finaneial nssistance,

Title IX of the Education Amendments of 1972 (in particular, secticn 901
of these amendments) provides that no person in the United States shall,
on the basis of sex, b excluded from participation in, be denied the ben-
efits of, or be subjected Lo diserimination under any edueation program or
activity rceeiving Federnl financial assistance, An HEW regulation imple-
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mentiny this reqqireméﬁt is published at 45 CFR. 86. ‘Submission of an
‘assurance is required,

Sections 799A and 855 of the Public Health Service Act, as amended, for-
bid the extension of Federal support under Titles VII or VIII of that Act,
which authorize health manpower and nurse training programs, to any
entity that has not filed an assurance (Form HEW-590 or 590B) that it
will not diseriminate 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 1872, as
amended, provides that drug abusers who are suffering from medical con-
ditions shall not be discriminated against in admission or treatment, solely
because of their drug 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 aleohol abusers and alcoholies who are suffering from medical condi-
tions shall not be disecriminated against in admission or treatment, solely
because of their alcohol abuse or aleoholism, by any private or public gen-
cral hospital that receives support in any form from any federally funded
program.

Project funds used for alteration and renovation or construction are sub-
jeet to the condition that the grantee shall comply with the requirements of
Executive Order 11246, as amended, and with the applicable rules, regula-
tions, and procedures prescribed pursuant thereto. (See Alteration and
Renovation under “Costs.”)

Clearinghouse Requirements of OMB Circular A-95
(Chapter PHS:1-140)

Part I of Office of Management 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 impact on State, arcawide, or local de-
velopment, or (2) subgrant support from certain PHS formula
grant programs where application is made to the State on a
project-by-project basis nolify the appropriate State and area-
wide clearinghouses of its intention to apply for Federal as-
sistance. IT the application is for a statewide project that does not
affect areawide or local planning and programs, the notification
need be sent to the State elearinghouse only.

This notification should be accomplished as early as possible
since Lhe clearinghouses are permitted up to 60 days to review
both the notification of intent and any resulting final application.
Such reviews must be completed prior to the submission of a final
application to PHS. These requivements are generally applicable
to new applications, competing extension applications, and sub-
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stantive changes or amendments to approved applications under
covered programs. For more detailed information regarding these
requirements, see Chapter PHS :1-140. Applicants should refer to
Chapter 1-140 of the HEW Grants Administration. Manual for a
listing of the applicable programs, and should 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 PHS: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 cofnp]ction date of the
grant of all required financial, performance, and other reports.

2. Fulfillment of applicable property accountability requirements.

3. Settlement for upward or downward adjustment of the Federal share
of costs, as provided in the terms and conditions of the grant.

4, Upon request, prompt payment to the grantee institution for reimburse-
ments due.

5. Prompt refund by grantees of unencumbered balances due PHS.

6. Completion of all 1equired documentation.

These steps will be iuitiated by the designated PHS Grants Man-
agement Officer immediately following the date of completion of
a grant and should be completed within 180 days after the grant
completion date.

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

Conflict of Interest

Grantees must establish safeguards to prevent employees, con-
sultants, or members of governing bodies from using their 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
a8 those with whom they have family, business, or other ties.
Therefore, each institution receiving grant support must have
written guides for stafl members (administrators, faculty mem-
bers, professional staff, or employees) and other associated indi-
viduals (such as consultants) indicating the conditions under
which outside activities, relationships, or financial interests 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 revision results from changes in the scope or objective of the grant-
supporied program, including proposed modifications that would mate-

rially alter the costs of the project, space utilization, or functional lay-
out.

2. The revision increases the budgeted amounts of Federal funds needed
to complete the project.

Contract Bidding and Award Procedures

The bidding on construction contracts under PHS construction
grant awards must be conducted to achieve maximum competition
among qualified bidders in order to obtain the most reasonable
price for acceptable work. Therefore, construction work on PHS-
assisted projects must be procured by formal advertising result-
ing in lump-sum, fixed-price contracts, except where alternate pro-
cedures are specifically 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-
fication and selective solicitation of bids. Under this procedure,
bids are solicited from prequalified sources and a contreet is
awarded to the lowest responsive bidder, provided there are three
or more bids. Use of this procedre in lieu of formal advertising
requires adequate justification by the grantee.

In all 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 certain circumstances, such as when the amount of the low
bid exceeds the amount of funds available, the owner may nego-
tiate with the lowest responsive bidder, but only with the low
bidder and only in terms of specific items.

Use of alternates to the base bid, which are keyed to specified
and explicitly stated changes in the project scope, materials, or
construetion techniques, may be included in the invitation for
bids if prior approval is obtained from PIHS.

Alternates may be deductive or additive. Deductive alternates
may be vsed when the amount of the low bid exceeds the amount
of funds available to the owner to award a contract, and the
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grantee (owner) must make adjustments to the project so as to
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 zvroject. Alternates that are selected will be included
in determining the low aggregate bid.

Completion and Liquidated Damages (Chapter FHS :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 damages when the contractor has not completed construction by
the date specified in the contract. Where there is an assessment of
damages, such sum acerues in total to the owner.

Elimination of Architectural Bairiers to the Handicapped in
Construction Supported by Graat Funds (Chapter PHS :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 zccessible to and usable by the physically
handicapped, Minimum standards fer facilities used by the handi-
capped are contained in Making Buildings and Facilities Acces-
sible to and Usable by the Physically Handicapped (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 pertinent section of Occcupancy Guide,
Department of Veteran's Benefits, Regional Offices, Veterans Ad-
ministration,

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 Bnvironmental Impact, Flood Insurance, and Relocation
Agsistance headings under this section.

Cost Sharing in Research Grants (Chapter PHS:2-140 and
Chapter PHS :1-400)

Since 1966, the appropriation acts for HEW have stated that
“None of the funds provided herein shall be used to pay any re-
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c1plent of a grant for the conduct of a research pro;ect an amount_
equal to as much as the entire cost of such 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 an institutional agreement negotiated for
all HEW research grants and applicable research contracts or by
negotiation with PHS on a project-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 costs, direct or indirect, pro-
vided that:

1, The costs are project related and allowable under applicable HEW cost
principles.

2. The contribution is from any non-Federal source, including ecash or in-
kind contributions provided or donated by the grantee or third parties
or, under certain circumstances, funds derived from Federal sources
(see Matching and Cost Participatior Requirements under this section),
or is made by a Veterans Administration hospital participating with
the gruatee in a project.

3. Each item is costed and records are maintnined either ns part of the
formal institutional accounting system or in other institutional docu-
ments to support the contribution.

4. The grantee contribution is applied to some extent to each applicable
research project and is not counted as cost sharing toward projects of
another Federal agencey.

Responsibility for negotiating institutional cost sharing agree-
ments applying to all HEW rescarch grants and contracts is as-
signed to the Division of Grants and Contracts, Office of Resource
Managemenl, PHS, 5600 Iishers Lane, Rockville, Maryland
20852, All requests for information and proposals regarding insti-
tutional cost sharing should be directed to that office. The respon-
sibility for negotiating project-by-project-type agreements is as-
signed lo the PHS oflice from which the grant is received.

The amount of cost sharing is not a factor in delermining the
merit of an application; therefore, cost sharing proposals for an
individual project are not required until after the review process.
At that time, the appiicant will be requested to submit a cost shar-
ing proposul that should be sent directly to the appropriate PIIS
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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 :1-00)

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 of tax-exempt organizations described in
section 501 (c¢) (3) of the IRS Code.

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

3. A statement from a State taxing body or State attorney general certify-
ing that the applicant organization has a nonprofit status and that none
of the net enrnings acerue to any private sharcholders.

4. A certified copy of the organization’s certifiente of incorporation that
clearly establishes nonprofit status,

b. Any of the nbove proof for a State or parent organization and a state-
ment signed by the parent organization that the applicant organization
is a local nonprofit affilinte.

Federal Insitutions

IFederal institutions are eligible to receive certain types of PHS
grants on the same basis as non-I"ederal institutions. This eligibil-
ity includes, but is not limited to, grants for research, training,
and demonstration projects authorized under the PHS Act, ag
amended, Such grants to Federal institutions can be funded at
100 percent of the costs,

Foreign Institutions and International Organizations

FForeign institutions and international organizations are only
eligible to receive research grants (including conference grants
eligible for support under the provisions of Chapter PHS:1-530,
“Support of Conferences”). Other types of PHS grants, such as
for support of training, provision of health services, and construc-
tion of health facilities, may not be made to foreign institutions
and international organizations unless the program has been spe-



cifically designed for support 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 competz with domestic
research applications for available funds, and the proposed health
research project must be able to further the mission of the 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 di-
rectly supported under fellowships must meet the general eligi-
bility requirements set by the particular program providing the
support and any additionai requirements established by the gran-
tee institution.

Funds may nol be used for the following purposes:

1. The support of any trainee or fellow who, because of ape, physicz or
mental condition, or other relevant factor, would not in the judgment of
the program director or sponsor he able to use the training or meet the
institulion's minimum qualifications for the training involved.

2. The continuation support of a trainee or fellow who has failed to demon-
strate sutisfactory progress.

3. The support of training for M.D,, D.D,S,, D.V.M,, D.O,, or similar de-
prees.”

4. Residency Lraining, unless speeifieally approved by PIHS.

Environmental Impacet (Chapter PHS :1=-5033)

The National Environmental Policy Act of 1969 (NEPA) (Pub-
lic Law 91-190) establishes national poliey goals and procedures
for protecting and enhancing the environment. The provisions of
this Act grovern all Federal agrencies and require them Lo consider
the probable environmental consequences of any major IFederal
aclivity, including netivities of other organizations operating with
the concurrvence or support of a Federal agency. Thus, the Act
pertains to activities supported in whole or in part through Fed-
eral conlracts, grants, subsidies, loans, or other forms of funding
assistance.

To adminisler the provisions of NEPA, HEW requires that the
environmental aspeets of all requests for assistanca involving
construclion projeets, and certain requests for assistance in-

Bfeetion TT2n) (11), P'HE Act, anuthorizes yrants for cevinln types of andergeadunte modi-
eal nnd osteoprthie preceptor tenlndng In areas of nevere phyalelun shovinge,

62




volving nonconstruction projects and formula grants, 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 screening
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-sereened-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 includeiin their
notification to State and areawide clearinghouses 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

Construction

All applications for assistance for consicruction shall he ac-
companied by tne applicant's own environmental analysis,
separately bound, to facilitate review and evaluation by the
technical stafl of the HEW reviewing oflice prior to approval
or other action on the application.

Noneonstruetion

FFor those programs or activities that have been sereened out
from routine NEPA processing, no environmental analysis is
necessary, excepl in those unusual situations where a signifi-
cant environmental consequence is anticipated. In such case,
an environmental analysis shall be provided with the applica-
tion.

Formula Grants

State agencies receiving formula grant funds are subject to the
requirements ol NISPA, Therefore, in its review of State plans or
applications, PHS must be assured that the State agencies have
established procedures for insuring complinnee with NEPA and
that the procedures are in accordance with those contained in
the HEW General Administration Manuval, Part 30,
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Federal Income 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 assistance (for example, student assistance under
a training grant), are responsible for and must adhere to all ap-
plicable IFederal income tax regulations. Questions concerning the
applicability 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 American Scholars in the U.S. and Abroad, which may be ob-
tained from IRS.

I Financial Evaluation of Grant Applications
(Chapter PHS :6-500)

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-
eral funds, if awarded, will be expended in a judicious manner.

A cost analysis is the process of obtaining cost breakdowns,
verifying cost data, evaluating specific elements of cost, and ex-
amining data to determine the necessity, reasonableness, and ap-
propriateness of the proposed cost. The form ana extent of such
an analysis will be determined by the Grants Management Officer
roviewing the application.

Where a prospective grantee has had no prior governmental
grants or cost-reimbursement contracts, the applicant institu-
tion's accounting system must be reviewed prior to award or
within a reasonable time thereafter to assure its adequacy and
acceplability, This review will also apply where known financial
or management deficiencies exist, Such a review will be under-
taken by or al the direction of the Grants Management Officer.
The results of the review will determine the action to be taken by
PHS with regard to the award.

Flood Insurance

The Flood Disaster Prolection Act of 1973 (Public Law 93—
234) provides that no Pederal financial assistance for acquisition
or construclion of property may be provided in identified special
flood areas in the United States unless, within 1 year after the
affecled community has been notified that it is flood prone, the
community participates in the National Flood Insurance Pro-
gram, and flood insurance is purchased. Listings of flood-prone
areas that are eligible for flood insurance are published in the
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Federal Register by the Department of Housing and Urban De-
velopment (HUD).

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 activity,
proceeds from the sale of assets purchased with project funds,
and royalties from copyrights on publications developed under
or patents on inventions conceived or first actually reduced to
practice under a 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
grant-related income are as follows:

1. All program income earned during the period of PHS grant support
except royalties and proceeds from the sale of real property or tangible
personal property shall be retained by the grantee and shall be treated
in necordance with one or a combination of the following options as set
forth in the grant's terms and conditions:

a, Used by the grantee for any purposes that further the objectives of
the legislation under which the grant was made.

b. Deducted from the total project costs for the purpose of determining
the net costs on which the Federal share of costs will be based,

IT the terms and conditions of the grant do not specify disposition, the
grantee shall select one or a combination of the ubove options,

2. Royalties

Roynltics received by grantees from copyrights on publications or other

works developed under PHS grants or from patents on inventions con-

ceived or first actunlly veduced to practice in the course of or under a

PHS grant (sec Patents and Inventions under this section) shall be

treated as follows:

n, Royalties received during the period of grant support ng a result of
copyrights or pntenls shall be retained by the grantee and, in ac-
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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 reccived after the completion or termination of grant 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 agreement governing such royalties has been negotiated be-
tween PHS and the grantee, except that for grantees that are State
or local governments, in the absence of a specific ngreement, the
Federal share of royalties in excess of $200 reccived annually shall
be returned to the Federal Government. The Federal share of the
royalties will bear the same ratio as the percentage of Federal partic-
ipation in the cost of the grant-supported project.

c. Royalties received after the completion or termination of grant sup-
port as a result of patents shall be governed by agreements between
the Assistant Secretary for Health, HEW, and the grantee pursuant
to the Department's patent regulations (45 CFR 6 and 8),

3. Sale of Property

Proceeds from the sale of real and tangible personal priperty acquired

under a PHS grant-supported project shall be handled in accordance

with the property management policies and procedures under this sec-
tion.

Interest

In accordance with 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 governing program-
matic regulations indicate otherwise.

Interest received by grantees as a result of investing program
income should be retained by the grantee and treated as addi-
tional program income in accordance with paragraph 1 above.

Tuition and Related Fees

Tuition and related fees received by an institution of higher
education for a regularly offered course taughl by an employee
performing under a grant shall not be treated as grant-related
income.

Health Systems Agencies

The National Health Planning and Resources Development
Act of 1974 (Public Law 93-641) added a new Title XV to the
Public Health Service Act that authorized the designation of
Health Systems Agencies (HSA's) Lo provide for effective health
planning and for promotion of the necessary development of
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health services, manpower, and facilities 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 I'ederal 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 aectivities 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 accordance
with the provisions of the above-referenced regulation.

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

1. An assurance of complinnce with HEW policy regarding the protection
of human subjects has been submitled by the grantee institution and is
found acceptable by HEW, (See 45 CFR 46 for the requirements for
general and special assurnnces.)

2. A properly constituted committee of the grantee institution has reviewed
and approved such activity and a certifieation is submitted with the
prant application stating that it has been reviewed in accordance with
the institution’s approved assurance, This certifiention must be sub-
mitted annually on the basis of continuing review of the grant-supported
project.

The Office for Protection from Research Risks, National Insti-
tutes of Health, Bethesda, Maryland 20014 is responsible for the
implementation and enforcement of this policy for HEW. Infor-

mation concerning the preparation and negotiation of assurances
may be obtained from that office,
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Information Collection (Chapter PHS:I—II)

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 of the Government or third parties specifically de-
signated by tlie Government. Contracts shall be used for this pur-
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 information is not a primary objective of the
grant, but is incidental to, or is an integral part of, a grant-supported
activity.

2, When the collection of information is a primary objective of the grant,
but such information is not intended primarily for the use of the
Government or a Government-designated 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 Office 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 organizations using live, warm-blooded animals
in projects or activities supported by funds from PHS grants
must provide written assurance to the Office for Protection from
Research Risks, NIH, that they will evaluate their animal facili-
ties on a continuing basis with regard to the care, use, and treat-
ment of such animals.

The assurance must deseribe either (1) accreditation by a ree-
ognized professional laboratory animal acerediting body or (2)
the establishment of a committee to evaluate the care of all live,
warm-blooded animals held or used for activities supported by
PIIS grants. It must also commit the institution to comply with
applicable portions of the Animal Welfare Act (Public Law 89—
b44, as amended) and to follow the guidelines preseribed in HEW
Publication No. (NIH) 7T4-23, Guide for the Care and Use of
Laboratory Animals.

Malching and Cost Participation Requirements
(Chapter PHS:1-400)

\ & .
Some PHS programs require that expenditures from grant
funds be matched proportionately by expenditures from other
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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-Faderal source, including cash or in-kind contributions pro-
vided or donnted to the project by the grantee or by third parties. (For
details regarding the valuation of in-kind contributions, see Chapter
PHF :1-400.)

2. Grant-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 further the
purposes of the legislation under which the grant was made,

3. Funds derived either dirvectly or indirectly from Federal sources that
are received as fees, payments, or reimbursements for providing a spe-
cific service, such as patient care reimbursements received under Medi-
care or Mediceaid.

4. Any Federal grant or contract awarded under a statute that specifically
authorizes that funds provided under such grant or contract may be
used to satisfy matching requirements on other Federal grants.

5. Tederal funds received under grants or contracts whose expenditures
need not be accounted for Lo the Federal Government.,

Unless otherwise author'zed by legislation or regulation, costs
used to satiefr the grantee's matching requirements may not be
borne from the following:

1. Dircet Federal grants, subgrants made from other Federal grants, or
Federal contracts, which provide general financial support to the project
as opposed to the purchasing of services mentioned above. This prohibi-
tion includes costs financed by entitlement funds under the State and
Loceal Assistance Act of 1972 (General Revenue Sharing).

2. Costs or contributions used ns matching, cost sharing, cr cost participn-
tion on other grants, However, when a contribution i reluted to two
or more grants, it may be prorated among the grants involved.

The above provisions regarding the allowability and unallow-
ability of the sources of financing grantee participation in the
costs of a project are also applicable to cost sharing in research
grants. (See Cost Sharing in Research Grants under this sec-
tion.)

Merit Systems, Standards for Personnel Administration, and
Affirmative Action Plans for Assuring Equal Employment
Opportunily (Chapter PHS:5-150)

Stale and local government agencies receiving funds under for-
mula grant pregrams that are subjeet to merit system require-
ments must develon and maintain a merit system of personnel aa-
ministralion, including an affirmative action plan to assure equal
employment opportunity. These requirements are set forth in the
“Standards for a Merit System of Personnel Administration,”
March 1971, “An Equal Oppostunity Program for State and Loceal
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Government Employment,” July 1970, Civil Service Commission,
and Chapter PHS :5-450,

Under those programs wlere merit system requirements are
applicable, review of a Sta"¢'s compliance with IPederal merit sys-
tem standards, includirg review of its affirmative action plan,
will be accomplished as part of the review and approval process
for the overall State Plan or application required as a condition
of the grant. (See Iformula 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 sysi.m for the grant-aided agencies
covered by the merit system standards. Technical assistance and
review are provided by the Bureau of Intergovernmental Per-
sonnel Programs, Civil Service Commission.

Military Service

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

Minority-Owned and Small Businesses {Uhapter PHS :1-46)

In order to stimulate minority-owned and small business enter-
prises and to enable them to exercise a more effective role in the
commercial life of the Nation, PHS grantees and third parties
performing under grants shall make positive efforts o use such
enterprises in the acquisition of services or products, including
banking, construction, alteration and renovation, consuliant and
other services, and procurement of supplies and equipment re-
quired in the performance of the grant-supported activities.

Grantees must make an effort to become aware of those small
business enterprises and minority-owned business enlerprises that
are compelent to perform the services or provide the products
needed so that such firms are included in invitations for bids or
requests for proposals, Grantees should also make use of the ad-
vice and assistance available from Government organizations.

Motion Pictures and Television Programs

Granlees may use grantl funds to produce molion piclure films,
video tapes, and live television programs in connection with 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 sucecessful per-
formance of the project and that it carries an acknowledgm mt
of grant support. Such acknowledgment should be expressed in
the following language or its equivalent:

The production of this motion picture (television program) was supported
by Grant No. ...... from (name of awarding agency). However, its con-
tents are solely the responsibility of (name of grantce organization) and
are in no way the responsibility of (name of awarding agency).

Multijurisdictional Areas—Coordination of Planning
(Chapter PHS:1-143)

Part IV of Office of Management and Budget Circular A-95 es-
tablishes requirements for and mininium procedures 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 1V 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 be divided into geographic areas for pur-
poses of planning, assigning service responsibilities to local agen-
cies, dispersion of needed facilities or other resources, or for as-
signment of funding prioritics or when o PHS discretionary
grant program requires that the grantee assume responsibility for
a formally designated geographic area, such areas must conform
to the State's common planning districts, where established, un-
less ‘here is a clear justification for nonconformuance, Whether
or not the State hay established such districts, the Govermor(8)
of the State(s) in which the designated area(s) would be loeated
must be given the opportunity to review and comment, FFor for-
mula grant programs this is accomplished through the Gov-
ernor's review of the State Plan or application; for discretionary
project grants the review will be accomplished during review of
the application by the State A-956 clearinghouse (see Formula
Grants and also Clearinghouse Requirements of OMB Circular A-
96 under “Application and I"unding.”) Where planning and de-
velopment districts or regions have nol been establigshed, major
units of general local government and the appropriate Federal
Regional Council must algo be consulted.
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For grant programs supporting areawide planning activities, if
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 2 memorandum of agreement
with that agency (see Clesringhouse 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.

Notification to Unsuccessful Applicants (Chapter PHS:1-64)

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

Objective Review of Grant Applications

All discretionary grant awards subject to competitive review
will be based on a system of objective review involving persons
outside the immediate organization in which the rrant award
authority is vested.

The review system, which is established by each PHS Agency
Head for centralized programs and each PHS Regional Health
Administrator for decentralized programs, must set forth guide-
lines and ceriterin against which applications will be reviewed in
order to oblain uniformity and comparability among reviewers.

The roviewers must perform a thorough and consistent ex-
amination of all applications and provide advice to awarding ofli-
cialy based on independent evalualion of scientific or technical
merit, The reviewers must be persons knowledgeable in the field
of endeavor for which support is requested, they must be free of
any direct relationship with the institution submitling the ap-
plication, and their actions must be free of any conflict of interest
or appearance thercof.

Objective review of grant applications is intended to be and-
vigory and nol to replace the authority of the awarding oflicial to
decide whether a grant shall be awarded, Such decisions are based
no! only on the recommendations resulting from the objective re-
view process but also on stated programmatie priorities and the
availability of funds,
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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 employee. (See 45 CFR 6 and 8). Instructions for
the proper method of reporting should be requested from the
Patent Brasch, Office of General Counsel, HEW.

As used in this provision, tae stated terms are defined as fol-
lows:

1. “Invention” or “invention or discovery” includes any art, machine,
manulacture, design, or composition of matter, or any new and useful
improvement thereof, or any variety of plant, that is or may be
patentable under the Patent Laws of the United States,

2, “Made” when used in relation to any invention or discovery means the
invention was conceived or first actually reduced to practice during the
course of the grant,

Determination

Determination as to ownership and disposition of invention
rights, including whether a patent application shall be filed, and
if so, the manner of obtaining, administering, and disposing of
rights under any patent application or patent that may issue,
shall be made cither:

1. By the Assistant Sceretury for Health whose decision shal! be consid-
ercd as finnl o

Where the institution hans a separate formal institulionn] agreement with
the Department, by the grantee institution in accordance with that
agreement,

0
s

Patent applications shall not be filed on inventions under item
I above withoul prior writlen consent of the Assistant Secretary
for Health or his representative. Any patent application filed by
the grantee on an invention made in the course of or under a
PIIS grant shall include the following statement in the first para-

raph of the specification:
The invention deseribed herein was mude in the course of, or under, o

grant from the (name af wwarding ageney).

Upon request, the grantee shall furnish such duly executed in-
struments (prepared by the Government) and such other papers
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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
in the grant-supported activity 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 perform 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 rights to inventions resulling from screening of
ecompounds synthesized under the grant.

Income

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

Inventions Resulting from Granls Made in Support of
Rescarch by Federal Emplojecs

Inventions resulling from grants supporting the actlivities of
Federal employees shall be reported simultancously to the As-
sistant Secretary for Health pursuant to the terms of the grant
and to the employing agency under the terms of Exeeutive Order
10096, as amended,

Prior Approval of Use of Grant Funds Including
Rebudgeting (Chapter PHS :1=-510)

[For most diseretionarvy preiect grants, PHS documents an ap-
proved budgel on the Nolice of Grant Award. Such documentn-
tion constitutes prior approval for the performance of activilies
and the expenditnre of funds for speeific purposes and items de-
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scribed in the grant application. In addition, the grantee institu-
tion is permitted to rebudget between budgel categories within
the total direct cost budget of the project to meet unanticipated
requirements, provided (1) the expenditures are necessary to the
successful continuation or completion of the project, (2) the pur-
poses for which the expenditures 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 the
same as that stated in Subpart L of 45 CFR 74, cxcept that (1)
in accordance with the option provided in paragraph 74.102(d),
PHS has elected to waive paragraphs 74.102(b) (3) and (Db) (4),
and (2) certain modifications and additions to the provisions of
Subpart L have been authorized for PHS. Thus, for all noncon-
struction discretionary project grants® prior approval must be
obtained from the appropriate approving authority (see below)
for budget revisions whenever such revisions:

1. Result from changes in the scope or objective of the prant-supported
activities, including subgranting or contracting out any of the principal
nclivities of the grant,

2, Indicate a need for additional Federal funding, excluding those situ-
ations where the need for additional funding results from an increase
in the amount of indirect costs that may be claimed beeause of an other-
wise allowable rebudgeting action that inereases the direet cost base
against which indireel costs are ealeulated.”

3. Involve the transfer of ameunts budgeled for indirect cosls to absorb
increases in direet costs,

4, Involve any purpoeses disapproved or restricted as a condition of the
award.

6. TInvyolve the transfer of funds between construction and noneonstruction
worle supported by the same 'S grant.

fi. Involve the expenditure of funds for any ilems or purposes requiring
prior approval in accordanee with the applicable cost prineiples or olher
duly promulgated policies of PIIS. (Sce Chapter PHS:1-610,)

7. Involve the transfer of funds allotted for troince costs (stipends, tui-

tion, and fees) to other entegories of expense. Rebudgeting within the

category of Lrainee costs is allowable without prior approval. (See

duly promulgated polielns of PILS, (See Chapler PH1S:1-510,)

* For policies applicable 1o construetion grants, see Conslruction Grants under “General
Pollelm."”

T Amounts for additionnl indireet costs shall be provided (n anceordanee with the provie
nlona of I'EW tiranta Adwaaistration Manual Chapler 6160, “Reimbursement of Indirect
Conla,""
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Prior Approval Authorities

Private Nonprofit Institutions

Private nonprofit grantee institutions, other than colleges, uni-
versities, hospitals, research institutes, and research founda-
tions, must obhtain prior approval from PHS for all proposed
rebudgeting actions for which prior approval is required.

State und Local Governinent 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 speeial-purpose equipment having an ac-
quisition cost of $1,00i J or more,

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

State and local government agencies must obtain prior approval
from PHS for all other proposed rebudgeting actions that re-
quire such approval.

Colleges, Universities, Hospitals, Research Institutes, and Re-
seareh Foundations

Grantee institutions that are colleges or universities, hospitals,
research institutes, or research foundations are required to
establish and use an Institutional Prior Approval System (see
below) for obtaining prior approval of the following types of
retudgeting actions:
1. Ench individual item of special-purpose equipment having an ncquisi-
tion cost of $1,000 or more.

Cumulative expenditures for equipment in any budget period that
will eause the amount awarded in the approved budget for equip-
ment Lo be exeeeded by $1,000 or 25 percent of the budgeted nmount,
whicnever is greater,

Curnulative expenditures for domestie travel in any hudget period that
will cause the amount awarded in the approved budget Tor such
travel to be exceeded by $500 or 25 percent of the budgeted amount,
whichever is greater,

Patient eare costs in excess of the amount in the approved budget,
provided the need for patient eare in the projeet was specifieally ap-
proved by PIHS.

Colleges, universities, hospitals, and research institutes and
foundations must obtain prior approval from PHS for all other
rebudgeting actions that require such approval.
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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 grant-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 relation to the objectives of the specific project
supported by the grant to which the charges will be made.

3. The rebudgeting request must be reviewed by the designated official to
determine that the change is permissible within the policies and pro-
cedures of both the grantee institution and PHS.

4. The rebudgeting action must neither impair the institution’s ability
to complete the project or activity as approved nor require additional
Federal funding, 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 rebudgeting action
that increases the direct cost base against which indirect costs are cal-
culated,

b, The funds must not be used for any purpose disallowed as a condition
of the award.

6. The rebudgeting request and approval action must be fully documented
in the grantee institution’s files and retained in accordance with the
provisions of PITS policy, (See Records Retention and Audit under this
section.)

7. Grantee institutions may be more, but not less, restrictive concerning
rebudgeting on Lhe specified items, In addition, they may establish prior
approval requirements within their own institution for cost categories
other than those specified herein, Approval for rebudgeting in these
other categrories may be at any level set by the grantee institution.

Methods of Requesting Approvals from PHS

All rebudgeting requests Lhat require prior approval of PHS
must be submitted, in writing, to the Grants Management Officer
designated on the Notice of Grant Award. All requests must bear
the signalure of a responsible official of the business office of the
grantee institution as well as the originator of the request, if
dillerent.

The Grants Management Officer shall be responsible for review-
ing the request with program oflicials, as necessary, and for pre-
paring a prompt reply to the grantee institution.

Whenever granlees contemplate rebudgeting and are uncertain
about the allowability of items of cost, particularly when such
items are not mentioned in the regulations, cost principles, or
other HEW or PHS policy documents, they are strongly encour-
aged to seck advance consultation with the designated Grants
Management Officer.
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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 tests 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

Real property—Land, land improvements, structures, and appurtenances
thereto, excluding movable machinery and equipment.

Personal property—Property of any kind except real property. It may he
tangible, having physical cxistence, or intangible such as patents, inven-
tions, and copyrights.

1, Tangible

a. Expendable personal property (generally, “supplies”) : All tangible
personal property other than nonexpendable property.
b, Nonexpendable personal property  (generally, “equipment”): An

article of tangible personal property that is complete in itself, is ol

a durable nature, has an expected vseful life of more than 1 year,

and has an acquisition cost of §300 or more per unit, except that

recipients subject to Cost Accounting Standards Board (CASB) rep-
ulations may use the CASB standard of $500 per unit and useful
life of 2 wyears, Any definition of nonexpendable personal property

used by the grantee must include all tangible personal property s

defined by the preceding: sentence,

(1) General-prrpose equipment: All items of equipment of {ypes
that are generally usable for other than research, medieal, or
specialized seientific or technieal activities, whether or not spe-
cinl modifications nre needed to make them suitable for vse on
u projeet, General-purpose equipment ineludes such items as
office equipment and furnishings, heating and cooling  units,
pussenprer and eargo vehieles, computing and automatic data
processing dovices, eameras, ote,

(2) Special-prrpose equipment: All items of equipment that are
penerally usable only for research, medical, scientifie o teehni-
eal aetivities, Tt inchudes such items ns microscopes, X-ray mn-
chines, surgical instruments, ete,

2. Intangible property is such property ag patents, inventions, and copy-
rights, (See Index for Patents, Inventions, and Copyrights,)

I'roperty ucquired under a grant-supported projeet—Property purchused

from cither the Federal share or non-Federal share of project cosls is con-
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sidered to be property acquired under a grant-supported project, provided
the non-Federal share is subject to Federal approval and is documented as
part of the approved budget. Property purchased under authorized re-
budgeting actions subsequent to award is subject to all policies applicable
to “property acquired under a grant-supported project.” (Sce Budget and
also see Grant-Supported Aectivities/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 ~ssure that the property is needed and that the need can-
not be .aet with property already 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 institution only when it
ig held in a central storercom for issuance and sale to any using
activity, and the cost charged to the purchaser is properly ad-
justed to reflect depreciation.

Acquisition cost includes the cost of the unit plus the cost of
necessury accessories. Ancillary charges such as duly, taxes, trans-
portation, protective intransit insurance, and installation shall be
included in or excluded from such coslt in accordance with the
grantee's regular accounting practices.

Prior Approval Requivements (Noneonstruction Diserelionary
Projeel Grants)
1. General-purpose equipment: Turchase of an individual item of such
equipment having an nequisition cost of $300 or more per unit,

2. Specinl-purpose equipment: Purchase of an individual item of such
cquipment having an aequisition cost of $1,000 or more per unit,

4, Cumulative expenditures: Expenditures for equipment in any hudgzet
period that will cause the amount awarded in the approved budget to
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be exceeded by $1,000 or 25 percent of the budgeted amount, which-
ever is greater.®

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

Title

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

PHS Right to Transfer Title

Real Property—Sece 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, all of whieh must be met in order for the
right to be exercised:

1

-

The property had a unit acquisition cost of $1,000 or more.

The PHS right to transfer title to property acquired under the grant-

supported projeet was not waived at the time of award as part of

the terms and conditions of the award.

Either:

1. The grantee no longer has need for the property on the project
for which it was anequired, or

I The grant-supported projeet is being teansferred to another gran-
tee institution in necordance with the scetion hended Change of
Grantee Institution under “Changes in Project.”

Action to exereise this vight may be taken at any time, but must he

taken no later than 120 days following the completion or termination

of IS grant support or the dale of an appeal deeision, if applieable,

whichever is later. Action to excreise this rvight includes notifying

the grantee of the possibility of transfer, and does not necessarily

mean that the actual transfer will be accomplished before the ex-

piration of the 120-day period specified,

The grantee must be reimbursed an amount obtained by applying the

pereentage of grantee participation in the project costs incurred in

carrying oul grant-supported activities under the approved budpet

for the budget period in which the property was nequived Lo the eur-

vent. fnir market value of the property, plus shipping or storage

cosls.

*The eumulntive expenditure Hmltatlon does not apply to State and loenl  government

ngeneies,
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Accountability Requirements

Exempt Property

tInder authority of Public Law 85-934, nonprofit institutions
of 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-supported research proj-
ect, except that PHS has the right to transfer title as provided
above. This exemption does not apply to other types of institu-
tions nor to other types of grants, for example, training grants,
regardless of the type of institution.

Nonexempt Property:
Real Property

Use—Unless otherwise provided by law, real property acquired
under a PHS grant-supported project shall be subject to the
following requirements, in addition to any other requirement
that is imposed by the Notice of Grant Award or other formal
notification document :

L. The grantee shall use real property for the purpose nuthor: .ed by the
Ltk aviginal grant as long as needed.

2. Prior approval must be oblained from PIHS before the mantee enn
use real property for activities other than those of the original grant.
Use of such property shall be limited to activities of other federally
sponsored prograr or non-Federal programs with purposes con-
sistent with the leguantion under which the original grant was made,

Disposition—When real property is no longer nceded as re-
quired under the two conditions above, the grantee shall request
disposition instructions from PHS. Disposition shall be made as
follows:

Lo The grantee may he permitted Lo take title to the Government's interest
ord compensate the Government in an amount determined by applying
the pereentipre of Federal participation in the total cost of the approved
grant-supported project for which the properly was nequired to the
corrent faie mnrket value of the property.

2o The prantee may be divected (o gell the property and compensate the
Government for its fair shave of the net proceeds, using the sume for-
mula as under 1 above, after deducting any actual and rensonable sell-
ingg und handBnge expenses,

3, The grantee may he diveeted Lo transfer title to the property to the
Federal Government, provided that in such eases the grantee must he
compensated ic nan amount computed by applying the percentage of
grantee parteipation in the total cost of the approved grant-supported

project Foo which the property wns acquirved to the eurvent fair mnrket

vitlue ¢ the property.
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Nonexpendable Pea'sonal Property

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 Federal 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 for
the grantee’s own official activities in accordance with the fol-
lowing standards:

1. If the property had an acquisition cost of less than $1,000 per unit, the
grantec may use the property without reimbursing the Federnl Govern-
ment.

2. All other nonexpendable personal property may be retained by the
grantee for its own use provided a fair compensation is made to the
Government, The compensation shall be computed by applying the per-
centapge of Federal participntion in the projeet costs incurred in carry-
ing out grant-supported netivities under the approved budget for the
budget period in which the property was nequired to the current fair
market value of the property.

During the time that nonexempt, nonexpendable personal
properly is held for use on the project for which it was acquired,
the grantee shall make it available for use on other aclivities if
such other use will not interfere with the work on the project
for which the property was originally acquired, First preference
for such other use shall be given to other o, Livities sponsored by
the PHS agency that financed the properly; second preference
shall be given to those sponsored by other Federal agencies.

Disposition—If the grantee has no further need for nonexpend-
able personal property, disposition shall be made ns follows:

If the properiy had an acquisition cost of Iess than $1,000 per unit, it

may he sold and the proceeds retained by the institution.

IT the ~roperty had an aequisition cost of $1,000 or more per unit, the

grantee shall request disposition instruetions from PIS.

n, If the grantee is instructed to ship the property elsewhere, the gran-
Lee shall be veimbursed by the Government in an amount computed




by applying the percentage of the grantee’s participation in the

project costs incurred in carrying out the grant-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 instructed to sell the property, the grantee shall
reimburse the Government an amount computed by applying the
percentage nof 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 sales 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 are not issued within 120 days of receipt

of thie grantee's request, the grantee shall sell the property and re-

imburse the Government as in b above,

Ezxpendable 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
which they were required. When no 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 properly exceeds $1,000 and it is no longer
needed on federally supported activities, the grantee may retain
or sell the property as long as the Government is compensated
for its share in the acquisition cost. The amount of compensation
shall be computed by applying the percentage of Federal par-
ticipation in the project costs incurred in earrying out grant-
supported activities under the approved budget for the budget
period in which the property was acquired to the current fair
market value of the property or proceeds from the sale of the
property.

When the total value is $1,000 or less, Jhe grantee may, at its

option, either relain or sell the proyerty without compensation
to PHS,

Property Managemenl=Procedural Requirements

The grantee shall maintain accurate property records as well

ag efTective inventory, control, and maintenance procedures for
nonexpendable personal property.

Property records shall include a deseription of the property;

manufacturer’s serial number or other identification number; the

grant-supported project under which the property was acquired;
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acquisition date and cost; percentage of Federal participation in
the project costs at the end of the budgel year in which the prop-
erty was acquired; location, use, and condition of the property,
and the date the information was reported; unit acquisition cost:
ultimate disposition data, including date 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-' .e personal property shall
be taken and the results reconciled with the property records at
least once every 2 years to verify the existence, current utilization,
and continued need for the property.

A control system 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 investigated and fully documented.

Where the grantee is authorized or required to sell the property,
pruper 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 nonexpendable 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.

’ublication and Publicity

Repaorting Projr et Accomplishments

Projec’ divectors and principal investigators are encouraged to
make the results and accomplishments of their aclivities available
to the prplic. Prior PHS approval is not required for publishing
the recalts of an activity under a grant, Responsibility for the
divection of the activity should not be aseribed to PIIS, However,
ar acknowledgment of support must be made through use of the
collowing or comparable foolnote:

This projeet was supported by Grant No, ..vvvivvrvnnss , uwarded by the
(awarding agoney) .

In the event that the grantee organization wishes to join with
PHS in a simultanecous news release announcing the results of a
project, the action should be coordinated with the PHS oflice ad-
ministering the grant,

Three reprints of publications resulting from work performed
under a PIIS granl-supported project must be submitted to PHS,
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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 thein, 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 reports 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 PHS :2-501 and
45 CFR 5 and 5b)

The Freedom of Information Act

The Freedom of Information Act, as amended, and associated
public 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 research or resenrch training grants, application information is
available only afler the initial award has been made. Approved, dis-
approved, and pending continuation, competing extension, and supple-
mentnl applications inecident to an approved initial application are
available except as provided below.

2. For projects other than resenrch or research training, application in-
formation is available before and after an award is mude. This includes
State Plan materials,

3. Notices of Grant Award or information contained thereon including
project title, grantee institution, principal i1 -estigator or program
director, and amount of award are available. A general deseription of
the approved project is also available upon request.

4. Interim and terminal progress reports,

6. Reports of expenditures.

6. Tinal reports of any audit, survey, review, or evaluation of grantec
performance that have been transmitted to the prantee,

Requests for access to records or documents containing the fol-
lowing Lypes of information may be denied in whole or in part by
designated departmental officials:
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Financial information of the grantee, including the salaries of project
personnel,

Information of a confidential nature, personal, medical, or otherwise
that, if disclosed, would constitute a clearly unwarranted invasion of
personal privacy.
Opinions in interagency or intraagency memoranda or letters expressed
by Government officers, employees, or consull ‘s, including transeviots
or summaries of discussions of applications by advisory bodies,
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
TF'ederal agencies” files and to know how that information is
used, and (2) the right of individuals to have access to such
records and to corvect, amend, or request deletion of information
in their records that is inazcecurate, 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 example, information obtained for one pur-
pose cannot be used for other purposes without the concerned
individual’s consent.

Records maintained by PIS with respect to grant applica-
tions, grant awards, and the administration of grants are sub-
ject to the provisions of the Privacy Act and the implementing
vegulation issued by HEW (45 CFR 5b) if they constitule a
“system of records” as defined therein. Records maintained by
grrantees are not subject to the Privacy Act.

The consideration of a request for information concerning an
individual made by a third parly will balance the right to know
of the requester (under the Freedom of Information Act—see
item 2 immediately above regarding disclosure of personal in-
formation) and the right Lo privacy of the individual to whom
the record pertaing (under the Privacy Act).

Records Retention and Audit (Chapter PHS :1-100)

Retention

I'inancial records, supporting documents, statistical records,
and all other records pertinent to a granl or to a 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 nonexpendable personal property acguired under a PHS
grant-supported project shall be retained for 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 refention 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 Expenditures (Financial
Status Report or equivalent),

Grantees are authorized, if they so desire, to substitute miero-
film copies in lieu of original records.

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

Audit

Government-Initiated

Authorized Government represeniatives shall have access to
any books, documents, papers, and records of a grantee or sub-
grantee (or contractor or subcontractor under a grant or sub-
grant if the contract was negotiated and exceeds $10,000) that
are determined to be pertinent to a specific PHS grant for pur-
poses of audit, examination, and making excerpts or tran-
seripts, An audit is made to:

1. Verify financinl transactions and to determine waether grant funds

were used in accordance with applicable laws, regulations, and proce-
dures.

2, Provide the Government and the management of the grantee institution
with objective appraisals of financial, accounting system, and admin-
istrative controls,

3. Determine relinbility of financinl records and reports.

Should a grantee institution fail to respond to an audil reporl
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 PIHS agency to disallow such
costs is appealable. (See Appeals Procedures under this sece-
tion.) Refunds owed Lo the Government as a result of audit
disallowances will be made 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 hooks, documents, papers, and records of
the subgrantee (or contractor or subcontractor to which the
record retention 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
subgrantee to ascertain the effectiveness of their respective
financial management systems and internal procedures. Where
internal audits are conducted, they must he made by individuals
sufficiently independent of those who authorize the expenditure
of FFederal 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 conditions of the grants and subgrants, Such audits should
be scheduled with reasonable frequency, usually annually, but
not less than once every 2 years, considering the nature, size,
and complexily of the activity. Copies of resulting audit re-
ports shall be made available to PHS, upon request. Costs of
such grantee-initiated audits are allowable as direct or indirect
costs, as appropriate.

Relocatlion Assistance and Real Property Acquisition
Requirements for PHS-Assisted Projects (Chapter PHS :4-57)

Tor those PHS financially assisted projects conducted by a
State ageney (including those supported by the State agency
with formula grant funds) that involve the acquisition of real
properly or cause the displacement of persons, businesses, or
farm operations, certain assurances are required by the Uniform
Relocation Assistance and Real Property Acquisition Policies Act
of 1970 (Public Law 91-646).

The State agency, which includes any department, agency, or
instrumentality of a State(s), o political subdivision of a Statle,
and State or local institutions of higher educalion or hospitals,
must assure that (1) fair and reasonable relocation payments
and advisory services will be provided to or for displaced persons
and Lhat within a reasonable period of time prior to displacement,
safe, decent, and sanitary replacement dwellings will be available
to such persons, and (2) the State agency will be guided by the
land nequisition policies of the Acl and that property owners will
be paid or reimbursed for necessary expenses as specified therein,
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These assurances must be contained in or accompany all applica-
tions that are subject to this policy. For formula 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 revort form
or plan to collect identical kinds of information or data from 10
or more persons, PHS must gbtain prior clearance from OMB, in
accordance with OMB Circular A0, 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 authorizes the grantee to represent to respondents that tke infor-
mation is being collected for, or in association with, PHS.

2. The recipient of the grant uses the report form or plan to collect infor-
mation that PHS has requested for the planning, operation, or evalu-
ation of its program.

3, The terms and conditions of the grant provide for PHS approval of
the survey design, questionnaire content, or data collection procedure,

4. The terms and conditions of the grant provide for ecither submission to
PHS of the data for individual respondents or the preparation and
submission of special tabulations requested by PHS,

See Information Collection under this section for additional de-
tails regarding the use of grant funds to collect information.

Safetly Precautions

The Government is nol legally responsible with respeet Lo acei-
dents, illnesses, or claims arising out of any work undertaken with
the assistance of a PIIS grant. The grantee institulion is expectled
to take necessary steps to ingure or protect itself and ils person-
nel nnd to comply with the applicable standards, including those
issued pursuant to the National Occupational Safely and Health
Act of 1970 (20 CIF'R 1910) and the Atomic Energy Act of 19564
(42 CFR 2021), (See also Human Subjects under this section.)

Salary Information in Applieations (Chapter PHS :1=170)

Applicant organizations shall have the oplion to omit specific
salary rates or salary amounts for individuals from copies of
grant applications thal are made available lo outside reviewers,
When an applicant exercises this option, the following conditions
shall apply:
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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).

. Position or job title.
¢. Percentage of time devoted to work on the project.
d. Whether or not salary 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-supported 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 PHS :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 are intended to provide for
the individual's living expenses during the period of training. The
following stipend levels and allowances are applicable to all PHS
predoctoral and postdoctoral training other than short-lerm and
prebacealaureate training, unless otherwise provided by legisla-
tion, regulation, or, where deviations have been authorized by
PHS, the terms and conditions of the award,

1. Stipend levels
Stipend levels for full-time PIHS fellowships and traineeships nre based
on u support yenr of 12 months und nre ns follows:;
a. Postdoctornl

Years of Relevant Year of :\wurtl_

Experience nt Entry:  18L year 2d year il yenr
Ouccasi saundavatiroitshiz $10,000 $10,400 $10,800
s it oo P 10,800 11,200 11,600
N e ATk o 11,500 11,000 12,300
H A e e s 12,200 12,600 13,000
T A 12,800 14,200 13,600
hormore ....... G 13,200 11,000 14,000

Determinntion of the years of 1elevant experience will be made in
necordance with estublished program guidelines,
b, Predoetornl
$4,000, vopnrdless of the year of nward.
The provision of funds by an institution in addition to the stipends
paid by PHS is allowable, Sueh supplementation inny be provided
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without obligation by the fellow or trainee or may he 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 or 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 of supplementation will be required and the sources of sup-
port. No Federal funds may be used for supplementation unless
specifically authorized under the terms of the program from which
such suppemental funds are received.

Dependency Allowances
None to be authorized from PHS grant funds.

Fellowship Institutional Allowances

For both predoetoral and postdoctoral individual fellowship awards,
non-Federal grantee institutions may request an allowance of $3,000 for
each year of support for each full-time student, in licu of all other insti-
tutional costs, to help defray such expenses as tuition and fees, research
supplies, equipment, faculty salary, appropriate medical insurance,
travel to domestie seientific meetinge, and other related items.

Federal instituti~ns may request a $1,000 allowance.

Coneurrent Awards

Section 504 of Public Law $0-674 permits studenls Lo receive pnyment
of funds awarded through trainceships, fellowships, and other support
programs in addition to the eduentional assistance received under the
Veterans Readjustment Benefits Aet (“G.1, Bill"),

Trainee Appointraents

Under PHS training programs providing predoctoral and postdocloral
support, a new appeintment is the fiest appointment for a traines, A
reappointment is a subsequent appointment for the same Lrainee under
the sume project, An appointment or a reappointment may nol exceel
12 months without prior approval by PHS, The amount of the stipend
nnd tuition for ench full period of appointment must be obligated from
funds available nt the time the individunl beging higs/her training unless
other instruetions nre furnished by PIHS,

Student Unrest Provisions (Chapter PHS:1=11)

No part of the funds appropriated for PTIS shall be used to pro-

vide a loan, guarantee ol a loan, a granl, the salary of, or any
remuneration whatever lo any individual applying for admission,
attesding, employed by, teaching al, or doing research at an insti-
tution of higher education who has engaged in conduet on or after
Augrust 1, 1969, which involves the use (or the assistanee Lo others
in Lthe use of) force or the threat of foree or the seizure of prop-
orty under the control of an institution of higher education, to
require or prevent the availability of a cerlain curriculum, or to
prevenl the facully, administrative ollicials, or students in such
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