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institution from engaging in their duties or pursu\ng thei r studies 
at such institution. 

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

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

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

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

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

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

tcnt possibl ~, inclCJ)CtHlcncl: from PITS grnnt irnppol't. Therefore, 
these project!' will be cncourngecl nncl nssiRlccl in the development 
nncl use of n\tcl'llate funding Ronrce~ lo impplcmcnl 01· i:mpplnnt 
PHS Rupport where poi111iblo. 'l'hcse funding RourceH include thircl­
party pnyor:-1, other availnl>le Fcclcrnl, Stntc, locnl, anti JH'ival<! 
fund:-1, ancl ucncficiari,~!I who nrc nhlc lo pay. The Ifoalth Services 
F11ncling 1·egulations require mi a co11<lilion of award lhnt each 
proj eel subj cct to lhcse regulationH c:-1lahl ii1h a plan to ( 1) in~ti­
tute sound iinancinl management procedurc:i RO that it can recover 
to the maximum extent fenHiulc thinl-pal'Ly rcvcm1c:-1 to which it 
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is entitled as a result of services provided, (2) garner all other 
available Federal, State, local, and private funds, and (3) charge 
beneficiaries according to their ability to pay for services provided 
without creating a barrier to those services. 

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

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

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

Waiver of Single State Agency Requil·ement 

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

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

Regional Offices 

Region Address Telephone States in Region 

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

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

Government Center Rhode Island, 
Boston, Vermont 

Massachusetts 
02203 

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

26 Federal Plnzn, Rico, Virgin 
Room 1005 Islands 

New York, New 
York 10007 

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

Post Omce Box Columbia, 
13716 Maryland, 

Philndclphin, Pennsylvania, 
Pennsylvania Virginia, 
19101 West Virginia 

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

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

Atlanta, Georgia Norlh Carolina, 
30323 South Carolina, 

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

300 South Wacker Minnesota, 
Dri·rn Ohio, Wisconsin 

26th Floor 
Chicago, Illinois 

60606 

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

1200 Main Tower New Mexico, 
Building Oklahoma, 

Dallas, Texas Texas 
75202 

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

601 East 12th Street Nebraska 
Kansas City, 

Missouri 64106 

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

9017 Federal OOice North Dakota, 
Building South Dakota, 

19th & Stout Streets Utah, Wyoming 
Denver, Colorado 

80202 

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

50 United Nations American Samoa, 
Plnzn Guam, Trust 

Snn Francisco, Territory 
California 94102 

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

1321 Second Avenue Washington 
Seattle, Washington 

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

A GUIDE FOR NON·PROFIT INSTIYUTIONS 

PREFACE 

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

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

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

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

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

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

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

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

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

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

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

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

vii 



SECTION 1-INDIP~CT COSTS AND DHEW 

The Nature of Indirect Costs 

Indirect costs are those costs of en Institution which lfl 

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

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

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

Indirect Cost Rites 

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

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

Provhlonel 

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

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

Flnll 

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

Pmlattrmln9CI 

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

Flud Rate With C11ry·Forward 

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



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

lying Rates to Grants and Contracts 
wanted by DH EW 

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

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

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

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

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

StltutOl'y and Admlnbt111t.lv11 LlmltRtlons 

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

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

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

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

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

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

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

Requirement for Submission of Indirect 
Cost Proposals 

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

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

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

Indirect c:Ott proposals need not h11 submitted II: 

2 

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

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

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

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

R.ponai Comptroll11r'1 AddrllJI 

John Fltzgereld Ktnntdy Federal Bulldlng 
Governmant Center 
Bolton, Mnuchutetts 02203 

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

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

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

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

Ftdl11I Office Building 
1114 Commerce Streat 
Dalin, Teut 76202 

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

Federal Olllce Bulldlng 
1981 Stout Stree t 
Denver, Color11Jo 00202 

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

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

/\n Institution that Im not prevlouily 1111bll1hlld 111 

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

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

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

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

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

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

llllnols, lndl1n1, Michigan, Mlnne1ot1, Ohio, W11con1ln 

Ark1nses. Louhlant, Texas, New Mexico, Oklahom1 

low1, K1nn1, Ml11ourl, Nebuskt 

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

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

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

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

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



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

fie circurmt1nces lrwol•ed: 

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

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

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

by the following supporting d1t1: 

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

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

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

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

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

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

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

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

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

Coordination Among federal 1' gencles 

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

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

Formollzatlon and Dluemlnetlon of 
Indirect Cost Rate Agreements 

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

Awnrd nnd Settlement of lmilroct Costs 

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

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

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

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

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

Disputes 

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

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

Community Action Agenc~ts 

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

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

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



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

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

0 

Donated or In-Kind Goods end S«vlces 

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

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

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

SECTION II-GUIDELINES FOR PREPARING INDIRECT COST PROPOSALS' 

Methods 1.f Calculat!on 

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

Simpllfled Method 

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

slnglu direct function or activity with multiple sources of 
funding. 

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

There arc three basic steps Involved In this method: 

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

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

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

Multiple Distribution 81110 Method 

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

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

The method Involves six blslc steps: 

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

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

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

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

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

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

Dl1'9Ct Alloc11tlon Method 

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

1. General and administrative costs, 

2. Fund raising, nnd 

3. Other direct programs and 1ctlvltl11. 

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



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

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

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

Proposals 1nd the Cost Principles 

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

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

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

Substantiation of Indirect Costs on 
Training Awards 

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

SECTION Ill- FRINGE BENEFIT AND OTHER SPECIAL RATES 

Fringe Benefit end Other Special Rstes 

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

a. To th• ei<tent required by law, 

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

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

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

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

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

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

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

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

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

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

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

0 

(1) Past Jllrvlce pension costs, 

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

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



Specie! Cort Centen 

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

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

SECTION IV 

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

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

NOTE 

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

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

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

A. PURPOSE AND SCOPE 

1. Ob~tlves 

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

2. Definition of Nort-Prollt lnt tltutlon 

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

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

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

Hi 

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

3. Policy Guldct 

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

4. Appllcatlon 

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

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

D. BASIC CONSIDERATIONS 

1. Compo1lllon of Total Coit 

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

2. Facton Affec ting Allow~blllty of Cot tt 

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



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

J. Definition of ReuoMblentD 

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

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

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

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

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

4. Otflnhlon of Alloct1blllty 

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

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

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

(bl Benefits lorh rho gnnt/contracl and other 
work 1nrl can bo rll1trlb11tod to them In reuonabla 
PfOportlon to 1he he11Gfll1 received; ur 
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(cl 11 necessary to the overall op11ratlon of the 
lnrtltutlon, although a direct rel1tlonshl1> to any pnr· 
tlcular cost obJeclr1e e11nnot be shown. 

Where an 01pnlu1t~ utlllzes the Stend11ds of 
Accounrlng and FlnlllClal Reporting for Voluntary 
Health and Welf•re OfQ11nlzallons for comparable gen· 
erelly accepted accountln; uanderds pecu ll1r to Its 
panfcu lar organlu tion1I structure or aC1lvity) to allocate 
costs to non-HEW supported activities It must also use 
such standuds to allocate costs to HEW grants/ 
contracts. 

6. Appliuble Creditt 

The term applicable credits refers to those receipt 
Of negative e11pendlture types of tran!:Kllons which 
operete to offset or reduce e11pense Items thll "' 
alloe11ble to IP'•nls Of' contrects M dir•tct Of' Indirect 
costs. Typlal 9111mples of such tranuctlons •e: pur· 
chase discounts. rtb•tu or 1llowances; rel!O'larles or 
Indemnities on losses: snlas of screp or lncklant•I 
services; ind adjunmenu of overpayments or erroneous 
charges. The appUcable portion of any Income, rebtte, 
1llowance, 11rtd other crodlt reletlng to any 1llowable 
cost, received by or uccrulng to the gr1ntce/contr1ctor 
shill be credited lo the Government tither H 1 cost 
reduction or !Jy cash rotund, 011pprol>f'late. 

C. DIRECT COSTS 

1. A direct cost h any coll which can bo ldenlllled 
1peclllcnlly with 1 pertlcul11 cost obfecllve. Direct coils 
11e not limited to hems which are Incorporated In rh~ 
end p1oduct " materiel or labor. Com ldentlllnd 
1peclllc1lly with the grant/contract "' direct costs of 
tho grant/contrKt and ITllV be charir:! directly thereto. 
Costs Identified speclllcally with orh11 work of the 
Institution nre direct co111 of that work and 110 not to 
be charged to th• gr1nl/contract either diroclly or 
lndlroctly. Items cl1111 ged 11 direct cost to Government 
supported proJects must be chtrgod In a uniform m1nner 
to 1111 other work of the ln11l1u1lon In order to preclude 
an overcharge to the Governmtnt H a result ol the 
Oovarnment's participation In tho Indirect coll pool. 
Conversely, whefe th11 lnuhutlon·s 01t1bll1hod bCcount· 
Ing system provides for tho lroatmont of cortaln Items or 
cost " direct co11s of tho ln11ltutlon, then tho ume 
lroms mull he conslrtored dhoct crnts to Government· 
1upportod projects nnd may not be Included In tho 
Indirect coil pool, 

2. Cerialn types of cost, or costs assoclared whh 
mrt1ln ncrlvltlH are not relmburlllhle " a charge to a 
DllEW gr11nt/cont11c1. These untllowable co111 Of ac· 
tlvltl01 11• ldenlllled In Section G. Even lhough • 

partlculu activity or cost Is deslgnnted es unallownble 
for purposos ol computing costs charged to Government 
work, It nonetheleu must be treated as 1 direct cmt or 
ectlvlty if 1 ponlon of the Institution's Indirect cost (as 
dellnad In Section D) Is properly 1llocable to ll The 
IKllOUnt of Indirect cost allrcalcd must be In accordance 
with the principles set forb, In Section 0·2. In general, 
an un•llowable instltutlon1I activity shall be treated as a 
direct function when it (1) lncludos ~larlcs of personnel, 
(2) occupies spaco, and (3) ls serviced by an Indirect cost 
grou11'ngisl. Thus the costs moclatod with the followlng 
types of ectlvitles when nOfmal or neceuary lo an 
Institution's primary mfosion ~hall be treated as direct 
costs: 

fa) Maintenance ol membership rolls, RJbscriptlons. 
publlc11lons and related functions. 

(b) Providing services and Information to members. 
laglslotlvo or admlnlstr1tlve bodies or the public. 

fc) Promotion, lobbying end other f:>rms of public 
relations. 

(d) Meerlngs and conrorenc.is uxcept lhosa held to 
conduct the general administra tion of tho lnstlrurlon. 

(e) Fu'ld raising. 

(I) Melnlenonco. proloctlon and Investment or spo­
clnl funds not US<ld In operation of rnstltutlons. 

(g) Admlnlltretion ol group bunallls on behalf of 
members °' clients Including Illa tnd hosplral Insurance, 
.nnulty Of' retirement pleru, flr1nncl1l 1fd, etc. 

(h) Other xrlvhles performed prlmarlly ai a servlco 
to a mernbers!1lp, clients, or rho publlc. 

3. Thh clnllnltlon 1hnll be applled to all Items of cost 
or slonllicnnt amount union tho Institution demunstrntos 
lhat tho epplicntlon ol ally dlfleront current pr11Ctlco 
nchlovas subllantlally Iha ume results. Direct cost Items 
of minor •mount may ba dlstrlbulcd us Indirect cosrs ns 
pruvldod In Section 0. 

0 . INOll ECT COSTS 

1. An lndltoct coll Is ono which, bncnuse of Its 
lncuttnnco lor common or folrtl ohJcctlvos, h not readily 
whJoct tu treatment as a direct cost. Mlrtor direct cost 
Items m&y be comlderod to ha 111tllrnc1 costs lor reasons 
of practlcallty. Allor dlrocl co111 hovu been determined 
and char(JCld directly tu rho grant/t:ontrnct or other work 
ns np1iroprlate, lndirec1 co1ts aro tho•.c remaining to bo 
allocntcd lo the sovrrol clmu ol work. The overoll 
ohfectlve ol tho 1llocatlon PfOCCH I~ 10 dlstr lbura tl1a 
lr11lhoat costs of tho ln111tutlon 10 Its vnrious mnJor 
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Activities °' cost ob)ectives In reason1ble proportions 
with the benefits provided to tliose activities or gml 
obfectlve. Because 1Jf tho diverse natures and purposes of 
organlzeticns falling within the definition of a non·proflt 
organization, II ls Impractical to specllically ldentlf)· 
those functions which constitu te maJor 1ctivitles for 
purposes of identifying ind distributing Indirect costs. 
Such Identification will be dependent upon an lnstltu· 
tlon's purpo~in·being. the services it tenden to the 
publlc, Its clients and/or members, the amc1unt of affort 
devoted to fund relslng activities, public relations. and 
membo!rship activities, etc. !See Section C-2). 

2. Indirect costs shill be accumulated by logic.ti cost 
groupings with duo conslderetlon of the reasons for 
Incurr ing the costs. Each grouping should be determined 
so as to permit distribution of the grouping on the b~~ls 
of the benelltJ accruing to the ll!Ver.11 cost otijectivet. 
Su1>1'ouplng may be required where th~re is no single 
~!table distribution base for all ~~.e elements of cost 
comptlslng 3 group. Actunl cor1dition1 must be teken 
Into •ccount in selecting th<: method or b~so to be used 
In distributing the exi;,mos nssemblcd under each of the 
lnc:llvlcllel cost !r.C:.Uplnfl' established to appllcoble cO't 
objectives. Where t dl111lbutlon e11n be mode by assign· 
mont of a cost grouping directly to the area bonalltl!d, 
thJ dillribution should be made Jn that manner. Where 
the expenses under a co~I grouping aro more general In 
nature, Iha distribution to the cost objectives should be 
made through uso of a ~oloclod base which wlll produce 
results which are 011ultabla lo both tho OC1vernment and 
tlH! Institution. In gonorol. any cost element or cost· 
related loctor anotioted with tho Institution's work Is 
potontlolly odaptlblo ror u10 11 a distribution base 
provided I I) It can readily be uprinsnd In terms ol 
dollars or olhcr qunntltarlvo measure (10111 direct 
eKpondllures. diroct salnrJes, man·hours applied. squtra 
feet u11llzcd, hours of u~go. number of documents 
Pf'OCossod, population served, ond tho llke): aml 121 It Is 
common to tho cost ob)octlvos during the bn10 porlod. 
The ossontlal consldornllon In solecrlon or tho dlstrlbu· 
tlon bllle in uch lnstnnco 11 th1t It be the one bD1l 1uhod 
for •11lg11l11g tho pool of QOsts to the cost obloctlves In 
accord wirh the rolativo benefits derived; the tr1cc1ble 
cou1e and affect rela1lon1hlp; or log!c and reason, where 
nolther banoflt nor couso and affect rclotlonshlp 11 
determlnablo. 

3. Tho number nnd cornposilion of the gtOUf>lngs 
should be governed hv Jllecticnl consld11101lons Rnd 
shoold IHI such os nut to cumpllcnte unllulv tho 
nllocotlon where substnntlnlly tho snmo results are 
11(.iilevod 1h1ou1Jh loss precise mot hods. 

4. A boso period for dlstrlbullon of Indirect costs ls 
Iha period during which such costs ire Incurred i nd 
eccumi1la1ad for distribution to work performed within 
lhal porlod. The hn10 period nnr"Tlnlly should coincide 



wflh the Jl~I year enabllshed !;y the lmtllutlon, but In 
lllY event lhe bl11 perl<H! s!'.ould be so Hle:ted 31 to 

. evold lntQUlliH In the tii:trlbution of com. 

E. DETER~itlATION ANO APPLICATION OF 
INO:HeCT COST R~TE OR RATES 

1. lndiftct Cort pooh 

Iii Subject to lbl below, lndirr,., cons allocable 
to 111 l1111hu tlon's d:rect functions should be treated 111 
common pool, and the com In such common pool 
should then be distributed to the lndlvldu1I projects 
benefiting therefrom by use of a slngle rate. 

lbl In some lmtancts 1 slngle 111e for use across 
the bo•d on all activities et en Institution may not be 
1pprop1l11t, since It would not lake Into 11ecount those 
dlllennt ll!Yironmental factors which m•v 1llect sub­
st1ntl1lly the Indirect costs appllc1ble to 1 ptrtlcular 
segment of work at the lnnllutlon. For this po1po11, 1 

p11tlcul11 wgment of work may be that performed 
und11 • single want/contract or It m•y cooslst of work 
undcr 1 Ql"OU p of grants/con1r1ets performed In 1 

common environment. The envlronmenlal l1eton ire 
not llmlted lo the physic1I loca tion of tho work. Other 
lmpoflant factors are the level of tho administrative 
support re~lret.I, the nature of the fecllltlos or other 
resourcin employed, the scientific dlsclpllnes or tech· 
nlcal tlcllls lnvotveif, lhe Ofllltllntlonnl arru\ocmenls 
used, or eny combination thereof. Where a p;!rtlcular 
ll!Qmenl of work 1' petformed within en enYhonment 
llfhlcli appe:in to genernte 1 slgnlllc111tly different level 
of Indirect cosu, provision should be mede for 1 separate 
Indirect cost pool 1ppllceble to 111ch work. The sep111te 
Indirect cost pool should be developed durlnt tht coune 
of the regular dlstrlbullon process, end tlMr seperale 
Indirect cost 1111 resulting 1h11efrom sliould bo utlllud 
provided ii Is determined that I 11 such Indirect cost Ille 
differs slgnlllcnntly from thot which would h1111e bean 
obtained under (al 1bove, ond 121 Iha volume of work to 
w 1lch wch rall would apply Is melorlal In rcletlon to 
olhl!f activity •I the Institution. 

2. Th• distribution bate. lndlrnct co111 should ho 
distributed to Heh appllcnbln p1oject on the bash of 
direct u lar les •nd wages, 10101 direct costs or other bnsls 
llftllch mulu In an equltehle distribution. For this 
purpo11t, an Indirect cost rete should be determined for 
e•ch of the top&11to lr1dlrect cost pooh dovolorl«l 
1J1Jrsu1n1 lo Section E.1. The rate In 011eh c11e should be 
stated 11 the percentege which tho amount of tho 
r•llcul•r Indirect cost pool ls ot tht buu soltcted. 

F. APPLICATION OF PRINCIPLES ANO 
PflOCEOURES 

1. Costs '91111 he 1llowod to tho eKlonl th1t th1y are 
reMOnllil• (see B.31 1llor.1ble lst'I 0,41 • nd deto1 mined 
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to be lllowable In view or the otlier ftctOfs set forth In 
paragraph B.2. and Section G. These criteria apply to tO 
of the tolected Items of cost which follow not· 
wlth1t1ndlng that par ticular guidance Is p1ovldcd In 
connection with ceneln specific Items for 1mphesl1 or 
clulty. 

2. Costs of all 1Ubcontracts under 1 grant or cost· 
relmbunement type contrtct are subJect to those Fed· 
erel cost regui.tlons Rid policies epproprlate to the 
subcontract Involved. Thus, II tl>e subcontract Is for 
supplies OI str1lces with 1 non·proflt lnnltutlon other 
than 1n educa tlon1I Institution, hospital , OI S111e and 
local Governmental unit thh document would epply; II 
the subcootr..:t Is for supplles or services with 1 

commerclnl orgenlution, Federal Procurement Regul• 
tlon Part 1.16.2 would apply; If the subcontract Is with 
llf'I educatlonal lnstltu tlon, Bureau of the Budget Clrcul11 
A·21 !Federal Procurement Regulation Part 1. 16.3) 
would 1pply; If the subcontract is with 1 hospital, the 
Department of Health, Education, end Welfare's Cost 
Prlncipl..;1 for Hospl u ls would apply; etc. 

3. Selected Items of cost nre lreatecJ In Section G. 
However, SKtlon G do11s no1 cover every element of 
cost ind w ery situation that rnlght 11 lse In 1 partlcular 
case. Fallu11! to treat any Item of cost In Section G 11 not 
Intended to Imply that It II either 1llow1ble or unalloW· 
able. With respect to ell Item!;, wtiether or not speclr· 
lcally covorltd, determlnotion or 1llow1bllhy shall be 
band on the principles and 111nderd1 set forth In this 
clocumont and, whero approrwl•te, the treatment of 
similar or ieleted seltc1ed Items. 

G. GENERAL STANDARDS FOR SELECTED 
ITEMS OF COST 

Sections G· I lhrougli G·48 provldt uand11ds to be 
1pplled In estobll1hlng tile allowablllty or certain Items 
lrwolvtd In determining co1h. These 1t1nd11ds should 
epply lmspectlve of whotlior 1 particular Item of ccx t ls 
proporly treated as dime I cost or Indirect cost. F1llure to 
mention 1 p11tlcular Item of cost In the stand•d1 11 1101 
Intended lo Imply that Is Is either allowable or unallow· 
able; rather detlfmlnatlon n1 to allowablllty In 011th ceso 
should be b11ed on tho treatrntnl or sllndtrds p1ovlded 
for similar or related Items or cost. In case of 1 
discrepancy between the prO'llslons of 1 'flOClflc grnnl/ 
contrect and the 1pplluble sl1nd11ds· provided, thn 
1>1ovl1lons of the grant/contract sh• ll 91:1Ye1n. Under any 
given gr1nt/contr11ct th• reasonableness and allocahlllty 
ol certnln itoms of co111 may ho dllllcull to determine. 
This 11 pertlculnrlv true In connection with non·prollt 
Institutions which ••• so diverse In nnture nnd not 
sulJjoc t lo effective compotlth1e 1est11ln11. In ordor 10 
wold posslhlo s11b1e111uon1 dlsallow1nco or dh1111te bnscrl 
on unreesonahlenoss or nonnllocabllhy, It Is Important 
that institutions entering In to orenu or contr1c11 with 
the Govetnmr 11 seel< 1111rce111ent In edv•nco of the 

lncurrence of special or unusual cos11 In ctlegorlfl where 
reasonablenr.s or aUocablllr: are difficult to determine. 
Such ectlon may abo be Initiated by the Government. 
Examples or costs on which ~•nee agreements m1v be 
pertlcutarly Important are: 

1. Compematlon for personal seNlces; 
2. Consult.ant f"s; 
3. Oeferr11d m1lntenance costs; 
~ - Exceu feclllty cosu; 
6. · M1tlfllls, Rtvlcu and supplies sold betwren 

orp nlzetlons or divisions under common con­
trol; 

8. Pre-1w1rd cosu; 
7. Publlcetlon and publlc lnform1t lon costs; 
B. Roy1llles; 
9. Trelnlng and educatlonal costs: 

10. T1avel costs, M related to sper.lel or mess 
personnel movement, and to the dus of 1lr· 
tr1vel accommodations Jllowable: 

f 1. Use charge for fully deprtcleted assets; 
12. Depreciation or use charge on assets donated to 

the Institution by third parties. 

1. Actvertllln1 cOlt• 

(al Adv11tlslng costs moan the costs of lldvertls· 
lr1g media ind corollary edmlnlstnitlve costs. Advertising 
n•dle Include magaz ine, newspapen, rad io and toie­
vl1fon programs, direct mall, trade papen, outdoor 
advtrthlng. dealer cards ond window dhpl1y1, conven· 
tlons. exhibits, lrre goods and semples, end tht like. 

(bl Tht ool)' ~ertlslng costs 1llow1ble ere those 
which lfe solely ror I ti Iha recruitment of personnel 
ruqlllred for the perlormence by the lostltutlon of 
obllgetlons 11hlng un'1tr the gr1nt/contrect, when con. 
sidered In conlunctlun with 111 other 111Cn1ltment costs, 
u set IOf th In G.38; (21 the procurement of scarce Items 
for the perform1nce or Iha grant/cootract or 131 the 
dl1po11I of 1e11p or surplus mat11leh acquired lo the 
r111formance of the proJect . Costs of this nature, 11 
hl!:urred for m01'1 thnn OM Government 1w11d or for 
both Government work end other work ol the lnstllU· 
lion, 11re alloweble to the eJC tent that the principles In 
raregr:aph 0·3, 0·4, and Section D 111 observed. 

2. Bid Debts 

O•d debts, Including losses (whether 111:tu1I or 
u tlm11ted) erlslng from uncollectlhln cu1toma111 •c· 
counts and other claims, rela ted ·costs, encl rolntad le911I 
costs, 111e un•llowoble. 

3. Bidding OI' Propo ... Costs 

Bidding or p1oposed costs ere the lmmodl1t1 cDsts 
of prep11lng bids or proposals on polentlel Government 

19 

ind non·Gov11nment contrtcU or proJects or appllce· 
110111 for llnencl1I 11slst1nce under Fftleral grant and 
contract programs, Including development o f scientific. 
engineering end cost data necenary to support th• 
Institution's bids, proposels or applications. Bidding 
cosu of the current eccountlng period 111 allowable as 
p11t of the Indirect cost pool. Costs of past occountlng . 
petlods 111 unallow1ble. Bidding costs do not Include 
any of those costs desalbt!d In Section G·16 and G-30. 

4. Bondlnt Cotta 

(al Bonding costs arise when the Govttnment 
requires usunnc:e ag.llnst llnanclal lou to Itself OI 

oth11s by ro;son of the ec:t or default of the gr1ntM/ 
contrector. They arise also In Instances when the 
grantee/contractor re~lras slmllar assurance. Included 
are such bonds 11 bid, performance, payrMnl, edvanco 
payment, Infringement, and lldellty bonds. 

(bl Costs or bonding required pursuant to the 
terms of the Cl"•nl/coniract 110 allowable, 

(c) Costs of bonding required by the wantee/ 
cont11ctor lo tho general conduct of Its opeiatlons lfe 
allow1ble to the extent that such bonding Is In accord· 
1nce w1tl1 ·.ound buslnen practice ind the ntes ind 
premiums 111 re11onable under the clrcum1t1ncos. 

6. Civil OtftnM Costs 

hi Civil defense costs 11e those lnccrrftl In 
planning for, and the protection of lire Ind property 
1plnst, the possible effects ol enemy altQclc, Reasonable 
c:otll of clvll dtlanst measures llncludlng cons In excess 
of n<>fmt l pl1nt protection costs, llrst·eld training and 
supplles. fire figh ting trelnlng and equipment, posting of 
.idltlonal uh notices and direct ions, end other ep­
ptOYed cMI dtltn11 measures) undert aken on tho ln1tltu· 
tlon's premises JIUrsUent to suggestions or requlremen11 
of clvll dt le n1e authorltlrs are allowable wh1n allocated 
lo all work of the Institution. 

lbl Costs of capital assets under hi ebove 111 

1llowtbla throU l#l depreciation 01' uso cherges In acconl· 
anct wi th G· IO. 

(cl Contributions to local civil defense funds and 
projects ire un1llow1! lo. 

8. Compeo111tlnn lor Pet"10n1I ~Ices 

(•) Dal/11/1fon. Componsnllnn for personel mv· 
Ices inclucfos nll remunorntlon palcJ currently or 1ccrued 
In wf1ntovor lo1m and whether paid lmmedl1tely or 
doferrod for iorvlcos rendered hy employtt\~ of the 
Institu tion during the period of gr1nt/contract per· 
IOfm1nco. It Includes, but Is not limited to, salary, 



wages, dlrecto;s' and e•ecutlve commlttH members' 
fee1, bonuset, Incentive aw11ds, employee Insurance, 

' ' fringe benefits, and contributions to pension, annuity, 
.:'1d menaQ111Tient employee Incentive compensation 
pla.">S. 

(t·I Alfowebl/lty. Except as otherwise specifically 
PfOvlded 1.~ this sub5ection, the cons of compenHtlon 
for pertonal cervices are to be treeted as allowable to the 
extent that : 

111 Compensation ls paid In eccordence with 
policy, prognms, and prooedures that effectively relate 
indlvl6.t1I compensation to the lndtvldu1l'1 contribution 
to thil perform1nce of 9'"11nt or contrect work, result In 
lnt1rn1lly consistent treetment of employees In llke 
sltuallons, and effectively relate compensation paid 
within tho organization to that p1id for similar services 
outside the orgenlzatlon; 

(21 Total compensation of lndlvldu11 em· 
ployees h reasonable for the services rendered; end 

( 3) Costs 11e not In excess of those cosu 
which •e ellow1ble by tho Internal Revenue Code and 
regul11lons theruunder. 

(cl Rusonabltnm 

I 11 When the Institution Is pftdomlnontly 
engaged In activities othM th~n those sponsored by the 
Federel Govetnment, compensation for employees on 
Federaliy·sponsored work wlll be considered reasonable 
to the extent that It Is consistent with that p111d for 
1lmll1r work In the Institution's other actMtlr.t; 

("1 When the Institution Is prodomlnantly 
engaged In t'l!dorally·spon1ored ectlvltlet, and In coses 
where the kind of employees required for tho Federally· 
1ponsored ectlvltles are not found In the Institution's 
other actlvttlos, compensation for employees on 
Federally·sponsored work wlll be considered reosonnble 
to the extent that It Is comparable to thll paid for 
llmlllf VJOfk In the labor m11kets In which the lnstltu· 
tlon competes for the kind of employees Involved. 

(dl R1N/11w and Apprew•I of Comptmsat/011 of 
lndMdu•I EmployHS. In determining tho roasonablenon 
of compensation, the compensetlon of oech lndlvldunt 
employH normal ly need not be subfecl to 'l!Ylew and 
lppfOVal. Reviews l!nd approv1ls of Individuals noed ho 
medf only In those Gases In which o goneral review 
rtvuls 1mOUnlS or types of compensation which appear 
unree1on1bla or otherwtso out of tine. 

(e) Sptte/1/ Consld.ratlon1 /11 Determining Al· 
/owebl/lty. Certain conditions req\llre s~ctat comldo1n· 
llon ind pontble llmttatlon as to nllownblllty fo1 grant 

and contract cost purposes where amounts ~ppear 
excessive. Among such conditions are the foltowlng: 

I 1) t Jmpensatlon to share holders, membets • 
trustees, directors, 1Ssoclates, officers or members of the 
Immediate families thereof, or · to persons who ere 
contractu1tty committed to acquire a subst1n1tat linen· 
cfal Interest In the enterprise. Determination should be 
made that such compensetlon Is reasonable for the 
1ctual person1I services rendered rather than a dlstrlbu· 
tlon of eamlnO' In excess of c1>1ts. 

(2) Any change In an Institution's cornpensa· 
tlon policy resulting In 1 substantial Increase In the 
lrutitutlon's level of com1J1111S1tlon, partlcularty when It 
was concurrent with an Increase In the ratio of GO\lern­
ment awards to 01her business, or any change In the 
treatment of 1llowabltlly of specific typet of compens> 
tlon due to changes In Government policy. 

131 The Institution's octlvltlas are such that 
Its compensation levels ere not subfect to the restraints 
normally oct\mlng In tho conduct of competitive 
business. 

(fl No1whhst1ndlng any other prnvlsfons of this 
subsection, costs of compennllon are not allowable lo 
the e11ten1 that they result from provisions of labor· 
manegemont agreements that, as 1pptled to work In the 
performance of Government grants or contracts are 
determined to be unreasonabl11 elthor because they aro 
unwerrented by the chorncter ond circumstances of the 
work or because they ere dtscrlrnlnato1-y against the 
Government. The IJ)plicatlon of the provisions of a 
t1bor·mantgement agreement designed to apply to 1 
given set of clrrumsiances and conditions ol employ· 
rnent (for eomple, work lrwotvlng ektremety haurdous 
activities or work not requiring rerurrenl uso of over· 
time) Is unwarr1nted who!l opplled to ft Government 
grant or cont11ct lnvotvtng slgnlflc1n1ly dtlloren t clrcum­
st1nces ind conditions of employment, (for eX1mple, 
work Involving toss hazerdous activities or work con· 
tlnuelly requiring use of overtime). It ts discriminatory 
19"lnst tho Government If It rewlts In Individual 
porsonnol compensation (In whatever form or name) In 
e11ce11 of that being paid for slmllu non·Government 
work under coinperebte clrcurmtences. Oholtowance of 
cost1 wilt not be made under this subparagraph unless: 

Ill The Institution hns boon prinnlttod an 
opportunity to fusttly the costs; and 

( 2) Oue co111tdoratlon has buon given to 
whethlf there 111e unuiuel conditions portnlnlng to the 
Governmant work which Impose bordens, hardships, or 
haurds on the Institution's employees, for whlc'· com· 
pen~1tlon that might othorwhe nppear unre11son1bla Is 
required to attract and hold necessary po11011nel. 

lol 111 In addition to the general requirements 
11t forth In (a) throoiti (I) of this subsection, certain 
forms of compensation are subfect to further require· 
ments as specified In (2) through (9) below. 

(2) Salaries and wages 

Salaries end wages for current wrvlces 
lrictude gross compematlon paid to emptoyl?ft In the 
form of cash, products, or services, and are allowable. 
However, we G.25 ., it nlates to compensation for 
overtime. 

(3) Incentive Compenutlon 

I ncentlve compensation to employees 
based on cost reduction, or efficient ptrformance, 
suggestion rN11ds, 11fety awards, etc. are allowable to 
the e11tent that the overall compensation Is determined 
to be reasonable and wch costs are paid or eccrued 
purso1nt to an agrffment entered Into In good felth 
between the Institution and the em11toyees beforo the 
services were rendered, or puuuant to an established 
plan folloMC! by the Institution so consistently as to 
Imply, In effect, Nl egrument to make such payment. 
Awards, and tncentivt1 compensation when deferred are 
atlow1ble to the e•tant provided In ( 4) below. 

(41 Deferred Compensation 

(1) As used herein, deferred compensa· 
tlon Includes all remuneration, In whatever form, for 
which the employee Is not paid until after the lapse of a 
stated period of y11rs or the O«\Jrrence of othlf events 
ftS provided In the ptons; except that It does not Include 
normal end or eccountlng period ac.cru1ls for r~lar 
ularles and wages. It tnclum1 II) contrlbutlon1 to 
pension and 1nnully plans, (II) cootrlbutlons to dtubll· 
It\•, wlthdrawol, Insurance, 11.1rvlvorshtp, ind stmtter 
benefit plans, end (Ill) other deferred compensation. 

(bl Ooforred compensation Is ollowobto 
to the extent that (I) CKCCpt for past sarvlce pension and 
retirement costs, It Is for services rand.ired during the 
11ant/contrect period; (ti) It Is, tognther wlih alt other 
compensation paid to the employee, t11sonahlo In 
emoont; 1111) It Is paid pursunnt to an epreernent entered 
Into lo good filth between thn Institution and Its 
employees before the services nrc remlerod, or pununnt 
to an est•bllshed plan folloWl!d hy the Institution so 
C0'\1l1tently 11 to Imply, In effect, an D(Jfoement to moko 
such payments; (Iv) the benefits of the plan are v111tcd In 
thu emptoyr.es or their doslgnalod beneficiaries at>d no 
part of the defe11ftd compensn1lon reverts to the 
employer Institution; (vi In the case of pall service 
pension costs, It ts amorthed over a poi lort of ten yno1s 
or more; and (vi) for n plan which ts subfoct to 'Pllrovat 
hy the l11tem1t rtevonue Service, It fnlh within the 

21 

criteria and standards of the Internal Revenue Code end 
the regulations of the Internal Revenue Service. 

(c) In tletermlnlng the cost of deferred 
compensation allowable under the grant or cont11ct, 
approprlotc adjustments shell be made for credits or 
g1tns, Including those arising out of both normal and 
abnormal employee tumO¥ei, or eny other contingencies 
that can mull In • forfeiture by employees of such 
deferred compensation. Adjustments shill be mlde only 
for forfeitures which directly or Indirectly Inure to tht 
benefit of the Institution; forfeitures which Inure to tht 
benefits of other employees covered by 1 deltrred 
compensation pl1n with no reduction In the Institution's 
costs will not normally give rlse to an adjustment In 
"ant/oontract costs. Adjustments for normal employee 
turnover shill be based on the inst itution's experience 
•1d on foreseeable prospeats, and shill be reflected In 
the amount of cost currently allowable. Such edfust· 
ments will be unnecessary to the extent that tho 
lnstflutlon can demonstrate th1t Its contributions take 
Into account normal forfeitures. Adfustments for possl· 
bte future abnormal forfeitures shnll be effected eccord­
lno to the fotlowlng rules: 

Ill Abnormal forfoltums that are 
foieseubte ind which c1n be cuirently evaluated with 
reason1bte accur1cy, by actuarial or other sound com· 
fllltatlon shill be reflected by an edfustment of current 
costs otherwise 11ltowabte; and 

(ti) Abr1ormal forfeitures, not within 
I I) above, m~y be made tho iubfoct of ag1oement 
between the Governmont and tho Institution either as to 
an equitable 1dfustmc11t or 1 method of determining 
such adjustment. 

(d) In dntcrmtnlno whether deferred 
compensation Is for services rendered during the 191ee· 
ITlflnt period or ts for future services, consideration 1h1ll 
be given to conditions Imposed upon eventual payment, 
such as requirements of continued employment, consul· 
tat Ion altar retirement, and r.oven1nts not to compete. 

(6) Fringe Benefits 

Fringe benefits ere allowances ind sorv· 
kes p1ovldcd hy lho lnttltullon to Its tmployees 11 

com11enutlon In 1ddltlon 10 rogular wages ind 11t11lcs. 
Costs of fringe betiellts, such es P•Y for v1eatlons, 
holidays, sick leave, mllttnry le•vo, omptoyee lnsuunce, 
111d SUPfllement1I unumploymenl henollt pl1ns 11a al· 
towat~o to the e)(tant roqulrctl by low, employo1·orn· 
1lloye& 1grecment, ot an established policy of tho 
Institution. 



(6) SeY111nct pay. See G.40. 

(71 Training nml •1luc31lnn expr.t11os. See 
G.4'1. 

(8) Localion allowJ11rc"\. 

(a) " Location 1llow1nm", sc metimes 
called "1upptermntel pey" °' " lncentlv, p1y", 1re 
compensation In lldclitlon to nOfm.C wege1 or s.larles 
~ a11 paid by lnttltutlons to esped1lly compensate or 
lnduc9 employees to undert1ke or continue work •t 
l0cttlons wtilch m•y be lsoleted or In .,, unfwor1ble 
environment. L0cttlon .Clow1ncn Include eictr• wage or 
11l1ry peym1nt1 In the form of 1t1tlon lllow1nce1, 
••tended per dlom, or mlluge peymentl for d• ll\I 
commuting; they 1lso Include wch befleflll ., ln1tltu· 
tlon.fumished housing. P1ym1nt or loc1tlon 1llow1nces ' 
1111111 ~ allowed 11 costs under gr1nt1 end cost·relm· 
buntment type conlncts, or recognlred In pricing 
nxed-prlce type contracts, ouly with prior approve! In 
writ! ·.' from the awarding egency end only where ind so 
long u the lsoletlon or unr1vouble environment of the 
1lte mtk«n such payments ncceimy to the ftCCompllsh· 
ment of tho work without unea:eplahle tlolays. Whether 
the slto Is 'o Isolated, or Its environment Is 10 unfevor· 
abl1, M to require location 1llow1nce1 Is to be tJ01or· 
inlned In the light of (a) Its loc1tlon and cllm1to; (b) the 
... 1ll1billty ~ adequacy or hou1l"11 within renonoble 
commuting distance; i nd (cl the av1ll1blllty and llde· 
~icy of education, recreational. medical, and hospl11I 
rtcllllln . The ••tint to which a1mpen11tlon lncludet 
loc11lon 1t10111ene11 Is to be determined by comparing It 
with (t) the lmtltutlon's norm1I compen"tlon policy, 
Including pey sc1ln 1t lb prlnclp1I optrttlng locations; 
(bl pey sc.les of other org4111furlnns tnd concerns 
oper• tlng 11 or neer the 1111; ind (c) c:ompenntlon p•ld 
by other concerns l'lithln the "me field for 1lmllu 
t1rvlc:es elaewhert. 

(bl Locetlon1 for which loutlnn .Clow· 
ancn • t pi1ld shall be reviewed 11 least one• • year to 
determine whether 1uch 1llow1nce1 1houlrl continue ro 
be • llowed. 

IO) Su1mo11 of S1l•rlo1 nnd Weou 

fa) Direct ch• rge1 lor JlfOfo11lonal1 must 
be supported by ollhnr: 

Ill 1n 1dequ110 •111>0lntment incl 
workl01d dl1trlbutlon 1y111m, accompanied by monthly 
rtvltwt performed hy re1pon1lble olllr.lal1 111d • report· 
Ing of 1ny slgolflcont change In workload dlstr11"'11on of 
11ch profe11lon1I (l.n .. an u ceptlnn roriortlng 1y11om) or 

1111 1 monthly afl"Mhe·fact cer11flc•· 
tlon 1y1t1m which will require penom In 1uriorvl1ory 

posltiom having l111th1nd knowledge of the '""Ices 
performed to report the dl1trlbutlon of effort (I.e., • 
positive reporting 1ystem). Such reporll mu1t tee:QUnt 
ror the tot11/ salaried effort of the person• a>vertd. 
Consequently, a system which provides for tho reporting 
o:ily of effort applltable to fed«1lly·1ponsored activities 
Is not acC1!ptable. 

(bl Direct charge• for 1ll1rlet and wegn 
of non-prolesdonals wlll be supported by time ind 
ettendtnce and payroll dlttrlbutlon record•. 

(cl Alloweble Indirect personll ttrvlces 
costs will be supported by the Insti tution'• 1CCountl1111 
syuem nwlnt.lned In eccordt l'ICI with gentrtlly IC· 

cepted lnnltutlontl prectlces. Where 1 comi>rth-lvt 
1ecountlng sy1t1m does not exist, the Institution 1hould 
mtke periodic JUrvey1 no less frequently than 1nnu1tly 
to lUpport the Indirect personel aervlces colll for 
Inclusion ln the overheed pool. Such supporting docu· 
mentttlon must bt retelned for subtfl!Uent review by 
Government repr1ien11tlve1. 

7. Clpltlll Ellptndlturet. The cosu or equipment 
buildings, and 11p1l11 which mtterlelly lncreese the v1lu1 
or useful lift of bulldlnos or eqolpment, are unalloweble 
except 11 provided for In the grant/contract, 

8. Contlngmncltt 

(•I A contlnoency 11 • possible future event or 
condition arl1lng lrom presently known or unlcnown 
autet, the outcome of which 11 Indeterminable •t the 
Pfet1nt t ime. 

lb) In hlstorlcel costing. contlnoenc l11 111 not 
rrormlllY present slnco such costing duls wllh com 
which hevt been Incurred end recorded on the lnstltu· 
tlon'• bookL Accordingly, contlngenclc1 are Q11nornlly 
11naltowllbfe for hlrtorlcal costing purpo1n, llowover, In 
1om1 c1.,e1, as ror oumrAe, termln1tlons, a contln119ncy 
factor m1y be recognlled which 11 1ppllceblo to • fmt 
porlod to give recognition lo minor uniottlod f1 cton In 
1h1 lntereit of expeditious 11ttlem1ot. 

(c) In connocrlon with estimates of future cosh. 
1tontlngonclo1 fill Into two e11egor le1: 

( t) Thote which m1y 11l1t frorn prosently 
ltnown nnd existing condl1lon1, the 1llec11 of which ire 
rornsenable within roa,onahle limits of 1ecur1ty; o.o .. 
rronslon funlh, sick lnavo and vncnllon aocrutl1, etc. lo 
such situations whnro they e11lst, contlngenr.111 o f this 
1:ateoory wrn to he Included In thn tstlmatei ol future 
L'Oll so " to P'Ovlde tho best esllm•t• of per rorm•nc• 
l:OSll; I nd 

(7) Thott which rMY trhu from prasnntly 
known DI unknown contlltlom. the ollecl ol which 

annot be musured so precisely es to provide equlttble 
result1 to the lns1itutlon and to the Government; e.g., 
results of pending litigation, and other genertl blulnen 
risks. Contingencies of this category are to be excluded 
from cost esti!Tliltes under the several Items or cost. but 
should be di.sclowd 1e~ra tely, Including the balls upon 
which the contingency is computed in order to facilitate 
the negotiation or approprilte contrectu1I coverage htt, 
for enmple, G·17, G·2t , and G-40). 

9. Oontrlbu lions and Doniitlom 

(1) Contributions and don11lons by the orontee/ 
a>ntrtctor ere un1llowable. 

(bl The value of dona1ed mvlces or goods 
provided by Individual volunteers or members of volun­
teer organizations 11 not 111 ollow1ble cost; how11Yor, thn 
fllr merket velue of donoted services or goods utlllzed In 
the porlormance of 1 direct cost aC11vlty 11 defined In 
C.1 and C.2 shall be comldored In the determination of 
tho Indirect co1t rato(s) antJ, accordingly, shell be 
allocated a proll<!rllon~te share of Indirect cost. 

10. DeprllClritlon and Ute Allow•nctt 

(t) Institutions may be compensated for lhe u11 
of bulldlngs, caplt1l lmprovernen11 ind u1tble equipment 
on hand through depreciation or use t llowanoos. Do· 
preclatlon b 1 charge to ament ope11tlon1 which 
dlstrlbotu the cost of 1 11nglble c1plt1I 11set, leu 
estimated rosldu1I value, over the e1tlma ted u11lul Ille of 
the Msot In • systematic end loglc1I m1nner. It do11 not 
Involve • proceu of v1lu1tlon. UseM Il le h11 relounce 
to the prospectlvo period of economic u11fulne11 In the 
parllcular lnullu tlon's operations 11 dl1tlnguhhl!d from 
physlcal Ille. Use allowtnces 1<e the rn11ns of allowing 
compenU1tlon when depreciation or other equlv1len1 
cost• 1110 nol considered. 

lb) Dep<ocl1tlon or • use 1llow1noo on 111011 
donated hy third partlet 11 allowable. lloweYor, 1111y 
llmlt1tlons on the 1muunl of doprocl•tlo11 which would 
havo applied to the donor 11 t ro1ult of restrle11oni 
contalnotJ In this Sec1lon sh•ll al10 nr1ply lo the rnclplont 
oroanl11tlon. 

( c) Oue conslclnrntlon wlll he given to 
GovornmenHurnlihod fncllltlos utlllt.od by lhe ln1tll11· 
tlon when computing UIO tlfowa11ce1 nnd/or doprnclntlon 
If tho Governm1nHurnl1hed facllltle1 nrtt mnrerlnl In 
nmount , Computation of the .use nllownnco nntl/or 
lloptocletlon wlll uiccludo both the coll or 111y 1mrt1011 of 
the cmt or grounds. hulfdlr1g1 and oc111lpmer1t borrio hy 
or lklnaletl by 1he F11tlornl Gnvornrnont, lrreipectlve ol 
wh11ro tltlo w.u orlglnelly veuod or whoro It ptnlOnlly 
ml1los, ind secondly, the cost or grounds. Cnplt•I 
DKptntllturu IOI lend l111provnmen11 h1aved 11cns, 
fencos, llreau, sldaw1lk1, utllhy co11dul11, and 1lmll•r 
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Improvements not already Included In the co1t of 
bulldlngi) are 1llowable provided tho syuematlc emortl· 
utlon of such capital cxpenditum has been provided In 
the Institution's books of account, based on ruson1blo 
determinations of the probable useful llv6 ol the 
lndivlduel Items Involved, and the share allocated to the 
gn n1 or coritract is developed from the amount thus 
amor117ed for the base period involved. 

(di Normal deprecl11ion on an lmtitutlon's 
plant. equlprmn1, end other aphal facilllies, exCPpl as 
excluded by (d) below, Is an allowable element of CiHt 
PfOvldcd th1t the 1moun1 thereof 11 computed: 

(1) Upon a properly c01t basis wt1ich could 
htve been used hy the Institution !or Fedoral Income 
Ta• purposes, had such Institution be•n sublecl to the 
payment of lnco~ 1011; and 

(2) Oy the comlstent appllc;ition to the 
aisell concerned of ariy generally accepted accounting 
mo1hod, and subject to the tlmlt11lons of the I ntotnal 
novonuo Code of 1964 n1 amended, Including-

(n) Tho mnlghl lino llll!lhod; 

(b) The dccllnlng ha lance method. usl110 
n rnto not cxccetllng twice tho rate which would havo 
llCiln uietJ hatl the annual allowanco been computed 
undnr tho method descrlbfd In(~) 1bove: 

(c) The sum-of.lhe-yenn·dighs method; 
and 

ltll Any other consistent methud pro­
tlucrlve of an annual ellowanco which. when added to ell 
allowtncH for rho porlod commencing with lhe use or 
tho p<operly nnd Including tho omen1 yonr. d•>M nol 
during the lint two·lhlrds of tho usoful Illa ol the 
proper ty exceed the total of such allowanc11$ which 
would htve been used htd such nlluw1nco1 b!Mln com· 
11111otJ unller tl•e rMlhod descrllxtd In (bl abovo. 

(e) Where the rle11roclftllon rnelhod Is 
fnllowod, ndoquala pro11erty rocord1 mu1t bit main· 
tnlned. Tho JM!rl01I of 1111ful 1uvlc1 (service llfnl ulah· 
lhhtd In ollllh ca10 for 1111hlo e11pl11I 111111' mull lio 
tlotnrmlnnd on a rnnllstlc buh wt1lch takes Into con· 
1l1lo181lnn such fncto1s "'typo of construction, n&tUr• ol 
tho a1111lpmnnt 111<1d, tur.hnologlcal develo11rnont1 In the 
Jlftrllcular oroa, 11nd the ronewal 11nd replacoonont 110Hcle1 
lollnWlld for the lndlvlcJu•I ltnn11 or clnuos of auoll 
lrrvolvod. Whoru lhe tlopreclntlon methotl Is lntro1~1c11d 
for •ppllcatlon to """ ac1r,hotl In µrlor yean, the 
annual r.liuou 1herelrom must not nKteed the 1moun11 
rhot woulif heve mulled hall lho tlo~roclatlon method 
bnen In allect from tho date of •n 1ul1ltlon ol such 
Mltll. 



(I) Depreciation on Idle or excms faclil· 
ties shall not be ollowed oxcepl on such facillll•is as aro 
reasonably necessary for stendby pUrposes. (See G.131. 

(g) Whefe 1n lnstllullon elects to go on 
a depreciation basis for a pertlcular class of mets, no 
deprect11lon. rental or use charge may be allowed on any 
such 11se11 that would be viewed " fully depreci11ed; 
prov!:led, however, that reasonable use char991 may be 
negotiated for any such 111141ts If warranted altur taking 
Into consideration the cost of the faclllty or Item 
lrwolved, the estimated useful Ille remaining at time of 
negotl11lon, the .:tual replacement policy followed In 
the lldit of service lives used for calculatlng 1leprecl1· 
lion, the effect of any lncreued maintenance d1ugcs or 
docreased efficiency due lo age, and any other factors 
pertinent to tho ut11lzatlon of the fac111ty or Item for the 
purpoM con templated. 

(hi Where the uso ollow11nco rnethod ll 
followed, the use allow1nce for bulldlngi end lrnprovu· 
menu wlll be computed at en ennoel r11e not exceeding 
two percont of acqu isition Cail . Tho usb allowance for 
equipment will be , computed et 1n 1nno1I 11tt. not 
exceeding slK and two·thhds percent of acQUlsltlon cost 
of uiable equipment In thosii cases where tha ln~tltutlon 
malntal01 cu"enl records with fospecl to sur.h equip­
ment on h11nd. Where tho ln111t111lon'1 recmds reflect 
only tho cost (actual or 011lmn1odl of the original 
cornplornorn uf cqulprnent, thn uso ellownncu wlll be 
computed at on nnnu1l rat,,. not oKce11dlnu ten pncont of 
such cost. Orlglnnl complcmeru for 1hl1 pUrpoill! mHns 
tho comploment of equipment lnltlall\1 pl•c.od In build· 
ln11110 perform tho functions currently being ptJrforml!'tf 
In wch bulldlngi; however, whero • r.ermanent rh1nge In 
thn lunc:tlon of n bulldlno takes place, 1 rett.lermlnntlon 
of the orlolnnl complement of 01111lprnent m•y be m11de 
at thot tlrne to onabllsh a ntW r.rlutnnl complement. In 
thOMJ cn1111 v.11oro r10 oq11lprnont 1 ncords 1ra maintained, 
tho lnultutlon wlll Ju1tlfy 1 r ~nson~ble nsilmete of the 
acctuhltlon cost of 111nble e11ul11ment which mov be used 
to compul~ the use allowance at an 1nnu1I 1111 not 
excoedlng six nnd two·thlrd1 JlllfCnnt ol such u1lm111. 

(I) Otproclarion nnd(or u111 cho1oos 
should usually ho nlloc11tcd to nll 11: tlvltle$ as nn Indirect 
COii . 

11. En11itoy1111 Mornl•, lln1lth, \Yttll•ro Coab 
ind Crndlh 

(nl En11llnyoe morale, health nnd wellnre 11Ctlvl· 
t101 en 1110'1 ~vices or b111K'fll1 rirovldod IJy tho 
Institution to Its employees to l111pr1wa working condl· 
lions, nmployor·ornployoo rolftllnns, employoa rno11lo 
n11AI employee performance. Sui:h actlvltlc1 lnchnJo 
humo 1Krhllc1tlnn1, linnlth or flnt·nlrl clln!a , rnc101tlo11, 
en111loy0<r counsnllnu 1orvlcn111111, lor the t1Utf10•n ol 1hl1 

pwagraph, food and dormitory services. Food and 
dormitory sel'\llces Include operating or furnishing faclll· 
ties for cafeterias, dlnlni: rooms, anteens, lunch wagons, 
vending machines, llYlno ecoommodatlons or slmllar 
types of seivlces for the lnstl!utlon's employees at or 
ne11 hs facllltles.. 

(bl Except as limited by (cl below, the ~ 
ireg>'lta of cost1 Incurred on account of all activities 
mentioned In (11 above, le1s Income generated by all 
such ac1ivltles Is allowable to the extent that the net 
amount Is reasonable. 

(cl losses from the ope11 tlon of food and 
dormitory services may be Included as ccm lncumd 
under (bl above, only If the lmtltutlon's objective Is to 
oporato such servlcn on 1 bro,k·even basis. losses 
aistalned because food services or lodging 1ccommod1· 
tlons ere rurnlshod without charge or at prices or ntes 
which olNlously would not be conductive lo 1ecom­
pllshmont of the eboYo obJectlve, are not ollowable, 
CKCopt that a Ion may b1 allowed lo tho axtent the 
lmtltutlon con demonstrate that unusual clrcum111nces 
rxhl (e.g., (I) where the Institution must provide food or 
dormitory services at remote locations where ldcqumte 
commerclal lacllltlos 111 not reasonably 1111alt1bla or 
(II) ...,.me It h oeeesslll'y to operate a foclll ty 11 1 loMr 
vnlumo than the faclllty could oconomlcally support) 
1uch that , even with afllclent m1n1gemen1. operation of 
th• Mttvlcos on n bronk·ovon bnsls would require charging 
lnordlnauly hllti prices or nrlces or rotes higher than 
those chnr1111tl by comme<clal ostahlhhmcnts olforlng tho 
same services In the 11me geog11phlc1I 11011. 

(d} In those sltu11lons where the lmthutlon hos 
en 1H1ngemont 11Uthorlrlng 1n employee 111ocl1tlon to 
PfOVlcle or opernto n 10Nlce such as vending machines In 
tho l011ttu1lon's plant, IHld rot1ln tho profits derived 
therefrom, such prolllt 1h1ll be trnatnd In tho snmo 
man ner as II tho Institution woro lltovldlno the service 
(wt sea (oil. 

(al Contribution• by th• lnttltullon to 111 om· 
ployoo organlutlon, (nc:ludlny lunds sot over from 
vending mtchlnt rocolpu or $lrnll&r sources, moy be 
Included "' cml lncu11nd under (b) nbova only to the 
e~tont that tho Institution domomtrntcs lhftl nn oqulvn· 
lnnt nmuunt of thn cosu ln:urrod by thn ernp!oyeo 
oroMilutlon would hn nltow1hlo If lncurrnd hy th• 
lnultutlnn dlroclly. 

12. Enlftrt•lnmenl Costa 

Com of 1rnullln111nt, dlva11lon, 1ocl1l ncthiltle1, 
c;ornmonlnlt, inti lncklenlnl costs ret11lng thetoto, such 
M 1110,ls, lo<lglng. rontnh, tran111011ntlon, and 111ntultlo1, 
nrtt unnllownhle (hut sno 0· 11 nnd G·~:JI. 

t 3. Eiccc• FacHlty Com 

(1) As used In this paragnph, the words ind 
phr1ses defined In this subp11egraph (11 shell havo ltte 
me1nln91 set forth ~low. 

I 11 Facilities means plant or any portion 
thereof (Inclusive of land lntegr.i to the operation); 
equipment lndivldually or collect ively; or nny other 
tangible capital euet, wherever located, and whether 
owned or leased by the Institu tion. 

(2) Idle Fecllltln muns completely unused 
flclll tles that ire excess to the ln~tltutlon's current 
needs. 

(3) Idle Caµ1clty means the unused ca· 
paclty or p1nlelly used f1cl l1tlos. It Is the diffe1ence 
betW1on that which 1 f.clllty could tchleve under 100 
percent OfM!llllng t ime on a one shift basis" less 
operating Interruptions rosultlng lrom time lost for 
repelrs, Mlupt, uns1tlsfactor / m11erl1l1, and other nor· 
mel delays, and the cxtont 10 which tho faclllty was 
.:1u1lly used to meet demands during the accounting 
oerlod. 

141 Costs of Idle Facllltles or ldl1 Capacity 
110 oosls 9Jch as maintenance, repolr, housing. rent, ind 
other ielated tails, e.g .. properly toKu, Insurance, 1nd 
deprecletlon. 

(bl The cost of ldlo focllltlus 11e unallowablo 
exr.opl to the extent thnt : 

Ill they are OK011ery to meet Oucluetlons 
In workload; or 

(Ill although not necessary to 111001 lluctun· 
tlons In workload, they wore neco u ory whon acquired 
incl 111 now Idle hccouse CJI ch1ngo1 In proginm 
requirements, grantoe/contrnctor allorts to proouco 
more economlcelly, 11orgnnlrntlor1, termination, or 
other cauio1 which could nol hllYo been 1011on1bly 
foreseen. 

Untlor thn ucopt!on stated In (II) of this 
subnnr egrnph (bl. costs of Idle fncllltlu ere 11lowlbl1 fo1 
a renson1lJte p«lod of t ime, ordlnerlly not to exceed onn 
yeer, dopendlng upon the lnltlotlvo taken to use, loftlo, 
or tll1posa of such focllltles (hut sot G.'121lJl nnd !ell . 

(cl The costs llf Idle cn11ntlty are normal costs 
of doing bmlno11 nnd u e n fn<:tor In tho norm1I 

• /\ muttrr!• "'111 bo1l1 m•v ho u ... t 1r lt c•n be'"°"'" 1h11 rhl1 
ornnu"t ol uo.oo coukt no11nolly be u 11oc1 .. 1 fa r tho type 11r lo· 

c1U1y '"""''..,' · 
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fluctuatlons or usa119 or overheod rates from period to 
period. Such costs are allowalJle, provided the capacity Is 
reasonably anticipated lo be necessary or was originally 
rusontble and Is not subject to reduction or ellmln11lon 
by sublelllng. renlln~ or sale, In accordance with sound 
business, economh:1, or security practices. Wldesprod 
ldle capacity lhrou!jhout an entire plant or among e 
g oup or 1sseu hiving wlxtentlally the same function 
may be Idle facilities. 

14. Fine• and Pe114tltlea 

C011s of flno1 1nd penalties resultlno from 
vlolatlon of, or fellure of the Inst itution 10 comply with, 
Federal, St• te, md loc1l l1Ws and regul11lom we 
un1l10W1ble ucept when Incurred as 1 result of compll· 
1nce with specific PfoYlslons of the grant or contrlCt 
lmtructlons In writing from 1he owardlng agency. 

16. Frlngrt Bttntflll 

See G·6-(gH61. 

18. lt'IC!ependent n1search and Otnlopment 

la) An Institution's Independent research and 
dovolopment (IR&DI Is that 111e1rch and development 
which Is not sponsored by tho GoYernmont or 1 
non·Government organization or ngoncy undor n v•rit/ 
contract or other 1rr1ngemont. 

lb) Basic ruurch, !or the purpose of this 
document, Is that type of iesenrch which 11 directed 
toward Increase of knowledge within • partlcul11 dltd• 
1111110. In such research, the primary aim of 1he lnv111lp-
1or Is a fuller knowtodgo or undeutandlng ol the 1ubJec1 
under study, 111ther than 1ny practlc:al 1ppllatlon 
thereof. Appllod rosoarch, for tho purpo11 of this 
document conslm of that IYfl~ of ellort which ltl ls 
normally derived lrom tho 1osul11 of basic research, but 
mav not be M!Yornhle from tho relotod basic rcsonrch, 
121 11tomp1t to dnterml11a and 0K1und the 1>otentlnlltlu 
of now sclor•tlllc discoveries or lrnflrovemenll In t1ch· 
nology, m:itorlels, p1ocu101, rtl<lthods, devices, and 
technlriues, ond (3) 111em111t to "ndvnnce tho stole of 
the on." Aflllllod research. dou not Include MY iuch 
efforts when their Pflnc:lf!AI aim Is the design, d1111olop­
ment, or teit of specific artlclo1 or sorvlcni to bo offered 
lor 111ln, which are within the dollnltlon ol thn torm 
dovoloprnant M clellr14ld In (cl b411ow. Camus rosonrdt, 
(or thn purnoso of this tfocumorll, 11 thot typo of 1 1:1 'vlty 
1!4wotod to tha cornpl11tlo11 end lntorpre1atlon of 1tath· 
tlcel nnd other analytlcnl ln fo111M1tlon 1c11ulrod through 
wrvay (e.g. lntorvlow, clrcul1rlntlon ol questlonnalru l. 
observations or from books, t1oatl1os. 1rtlclos or other 
1~ucu rol1tlvo to sf)l!Clllcnlly dollnod activities, or.cur· 
rtlleftl or conditions Im tho purpose of 111:compllshlng 
sornn 1clentlllc 01111. 



!cl "Development" Is the systematic use of 
scientific knowledge which Is directed toward the 
pn>ciJcdon of, or lmprovement1 In, useful pro~C11 to 
meet 1pecillc performance requirements, but exclusive 
of manufacturing ind production engineering. 

!di Independent resurch and development wlll 
be treated In a manner consistent with the tre1tment of 
spolllOfed research Ind development. Accordingly, an 
institution's I R & 0 shill be alJOQted Its propor11onate 
shtre of Indirect cmh on the semt bash that Indirect 
costs are allocated to sponsored rcseerch and develop­
ment. 

(el The cost of 1n Institution's I R & 0, 
lncludlnq Its proportlont te shtr1 or Indirect ::osts, Is 
unallow1ble. 

17. ln111r•nc• MM! lndemnlncallon 

(a) lnsurnnco Includes Insurance which the In· 
rtltutlon Is required to carry, or which h approved, 
under the terms of the grant or contract and any other 
lniurance which the Institution maintains In connection 
with the geneul conduct of Its business. 

( 11 Com ol Insurance required or approved, 
and maintained, pur1111nt lo the grenl or contract 1ro 
ellowable. 

121 Cmh of other ln1ur1nce maln11lned by 
tht lnsthurlon In connection with the general conduct ol 
Its bullnm are allowable rubfect lo the followlna 
llmlt1tlons: 

(1) Types and extent ol coveraga shall 
be In tcc0rdnnce with sound buslnon prectlco and the 
ratei Ind premiums shall bo renon1ble under the 
clrcumnanccs; 

(b) Cosu allowed for boslnon Interrup­
tion or orhor slmlltr lnswanco shill lie llrnlted to 
exclude covernge of profit; 

(cl Coils of lmuronco or of eny provl· 
slon lor e re1erve covering tho rhk of 1011 ol or d1rnego 
to Governrmnt rroperty arn ellowebln only to tho 
extonr thel lhe ln•tl1u1Jo11 ls llnbln for such Jou or 
dnmall'I ind 111ch Jn1urenl:fl or raservo doos not covor Jou 
or damage which r01uhs h orn wllllul misconduct or lack 
of good f1llh on lh• Jlll t of any of the ln11hu1lnn'1 
tru11ee1, dlrceiors or ofllceu, or olhor equlY1f1111 101110· 
sentatlvts, who hu supervhlon or direction ol (II all or 
substanll•llY nit of the lnstltutlo11'1 l1'11loen, or !Ill •II or 
rulnt•n1J1Hy all of the lnuhullon's Oflllntlons et •ny 
one SOl>"r•ln locntlon In which tho gunt or contract Is 
ti.Ing pellormed, or who nro SJ1ftlllc11Jy ldnntllJed as tho 
proftct director In the project or olh1twhn prhnarlly 
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responslble for the direction and/or execution of the 
project ., pported by the grant or contract. 

!di Provisions for 1 rtserve under an 
approved self.lnsuraoce proeram ere 11Jowable to the 
eictent thlt types of CD'lefegt, extent of coverage, and 
the rates end premlurm would hr11 been ellowed heel 
lnsur•na! been purchased to i;over the risks: and 

lei Cosu ol Insurance on the Jives of 
1ru1teet, cfficers, or other employees holding pmltlons 
of sfmtlar rnponslbllltfes tre allow1bl1 only to the 
extent th .. the lnsur1nce repments eddltlonel com­
pensation. (See G-6). 

131 Actual lossos which could heve been 
COYerad·by permlnlbla Insurance (through en approved 
self·lnsurancc pro"am or otherwise) ue un.tlowabla 
unlen expressly provided for In the grant or contract, 
except: 

(a) Costs Incurred beCllUst of losses not 
covered under nominal deductible lnsur1nce ccvarage 
provided In keeping with sound boslneu prectlce, ire 
allowable; and 

(bl Minor lone1 not covered by ln­
!Urance, lllth as spollitge, broitltllgO, end dlsi1ppearance ol 
supplies, which occur In tho ordlnery course ol doing 
business, 811 allowable. 

(b) lndemnlllcetlon Includes lrCUrfng the In· 
11l1utlon against llebllltl9' to third pe1sons and any other 
loss or diimago, not compenM1ted by ln!U11nce or 
othorwlse. The Government ls obllgoted to fdemnlfy the 
lnsthutlon only to the extent exprossly provided In In) 
!JI lbovo. 

18. fnl1rast i nd Other Flnancf1I Co111 

!nl Costs Incurred for fn1oro11 on borrowed 
cnpltel or temporary use of endllwmont funds, however 
tepresnnted, era unnflowablo. 

lbl Costs ol orgnnlro<l fund 11l!ln11. Including 
IJnAr1Clel cMTI1>11lgns, endowment drives, sollcllarlon of 
pllts end beques1s, end 1lmllor f!XJ1en!ll!1 Incurred solely 
to r1IM1 cnpllal or ob1aln contrlbulll)ns, are unallownlJle. 

le) Costs ol lnvnstntnnl counwl and 11nlf •nd 
similar oxpenso1 lncurrod aolnly to enhnnco lncomn from 
111\/tstrnnnlS ero unnllowablo. 

ldl Whore 111bstanllnl effort or tlrnn ls 1lnvotod 
to ruod raising ond lnvestmnnt nctlvltln' ns doacrlbod In 
(hi nnd le) In relation to othnr functions ol Ml 
Institution, 'uch nctfvltlos sl1nll bo con1lcJerod DI n mafor 
11etlvlly of the lnstllutlon nnd shnll be nllncntml 111 $1tn1n 

of fndl~t costs In teeordance wllh Section O. !See also 
C·2). 

19. Labof Rtl1tlom Coso 

Cos1s incurred In malnt1Jniog satisfactory re· 
fatlons between the Institution and hs employetS, 
Including co11s of labor man1111tment committees, em· 
pfoyee publiClltlons. and other related ectivltles, are 
11Jowable. 

20. Lones on Ottm Greoll Of Contrectl 

Anv excess of costs Oller Income on aov grant or 
contract Is unallowable as • cost of any other grant or 
ccntrect. 

21. M1lnten111C1 Ind Repair Colts 

(nl Costs necessary for the upkeep of prope11y 
(Including Government proper1y unless otherwise pro· 
vldod for), which neither ndd to tho p«manent value of 
the property nor appreclebly prolong Its Intended Ille, 
but kttep It In an elffclent operating condition, are to be 
treated 11 follows !bot see G·IOJ: 

( 1) Normel maintenance and repair costs 
nre allowable: 

(21 Extnordlnery maintenance and repair 
cosu are allowable, provided such ere allocated to the 
periods to which nppllcable for purpo!ClS ol determining 
grant Of ccntract co111. 

(bl Expenditures for plant and equipment, In· 
cfudlng rehobll111tlon thereol, which, llCCOfdlng to gen· 
erally tecepted accounting prlnclples es epplled under 
the lnnhutlon' s estebllshed pollcy, st1ould be c1phnll1ed 
end !Ubfeclod to depreciation, nro allowablo onlv on a 
depreciat ion basis. 

22. M1ttrf1ft Cotti 

(1) Tho cost ol consumnblo arprllos, scnum, 
tflugs, fabrlcnlod parts nnd other me1crlol1 necessary to 
carry out Iha objectives or a grant or ccntract, whether 
purchesod outside or menulaclurod by Iha Institution 
are nllowobln suhfoct to the provisions (b) throu:ih (e) 
below, The cost may Include such collnlaral Items as 
lnbourKI transportation nntl lntrenslt lnsurenco. 

In computing 1h11o11 cosu consideration wlll 
bft 11lvon to roasoneble overruns, spollooo, or defoctlvo 
work II conslllont with tho nature ol tho profoct being 
performed and tho rocognlLod practlco ol tho Industry. 

lb) Costs or mntcrlel shall bo aillnhly lldfusted 
lor n11111fcnlila portions of Income and other crodfu, 
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lncludlnq avinable trade and cash discounts, refundt, 
rebatet, ellowences. and Cfedits for .:rap and wfvege i nd 
m1tetiel returned to vendors. Such Income and olhlf 
credits shall either be credited directly to the cell of tha 
materlel Involved or be allocated (as credits) to Indirect 
costs. However, where the Institution can demonstrate 
that failure to take cash dlscounu wn due to reasonable 
circumstances. !Uch lost dls:ounts need not be 10 

credited. 

le) Rea50nable edjustments arising from dll· 
lerances between periodic phvsfcal 111\/entories aod book 
1"'1entorles may be Included In arriving at cos1t, provided 
M:h adJustmenls relata to the period of performonti! ol 
the fP'ent or oontrecL 

(di When the materlels are purchased specif· 
lcally lor and Identifiable solely with performant1! under 
a grant or contract, tho actuef purchase cost thereof 
ihould be charged to thet grant or contract. If materlel It 
IS1Ued from stores. anv generally recognized me1hod of 
pricing such melerlol 1$ acceptable If that method Is 
consfstenUy applled end the results ore oqultebfe. Whon 
ostlmntes of materiel costs to be Incurred In the future 
are required, either current mtrket price or 111tlclp1ted 
acqubhlon ccst may be used, but the basis of pricing 
roost bo dlsclosed. 

(el Allowance for ell materials, supplles arJ 
tarvlcH which ere sold or tunsforrod be~en any 
division, subsidiary or 1fllflote of the Institution under a 
common co1.trol shnU be on the basis or cost lncuned In 
eocordan~ ·~Ith these prlnclples, except that when ft Is 
tilt est1blllhed pr1ctlce of the trenslerrlng organization 
to price lnterorganlzatlon transfers of m1terlels, suppll111 
end servlc01 ~l othor than cost for non-Government 
work of tho Institution or any division, subsidiary or 
11flllato ol the Institution under a common control, 
allov1anco may bo II • price when: 

! I I 11 Is or Is based on •n "establfshed 
catefog or market price of commcrclal ltoms sold In 
!Ubs!Antlaf qu1nthlns 10 tho general public": or 

121 It Is tho result ol "adequate price 
competition" and Is the price at which an llWArd w11 
mado to tho afllllated orgnnlutlon alter obtaining 
11uoll!tlons on 1n tlfllrnl basis Imm such organlzallon and 
onu or more outside $0\l rcos which normnlly produce the 
Item or Ill GtJJfvnlnnl Jn slgnllk:ant quantity; 

rrovldod that In either ~so: 

(II rho price Is not In axcoss of the 
lrnnsforor't ~mont Siiias price lo his most levored 
customer !lncludlno M~· division, subsidiary or alflllale 
of lhn hntltutlon <1ndnr a common control! for e Jlke 
qunnllty undftr compnrablo condlllons, and 



(21 The plce Is not determined to be 
urn9'0neble by the awarding 9gtf!Cy; 

Tho price determined In ea:ordtnce 
with ( 1) Above should be ldJusted, when 11PProprlate, to 
reflect die quantities being procured and may be 
ldlustad upward or downward to reflect the ectual cost 
of 1ny modlflcttlons necessary because or grant or 
contr1ct rtquiremeno . 

23. Orpnb1tlon Com 

E11pendltures. such as Incorporation lees, auor· 
ney's lees, accountant's lees, brokers' fen, lees to 
promoters ind organizers, In connection with (el orvanl· 
zatlon or reorganlutlon or 1 business, or (bl relslng 
aipll1I, arc unellowable unless ~lfled oth-lse In the 
grant or contrect. 

24. Other 8u1f1111n ExPtnsn 

Included in thl~ Item are such recurring expenses 
es prep,tratlon and publlaitlon of reports to mtmbers 
end !rustres, preparation end submlsslor of required 
reports and forms to l1xing end olhrr r~l1tory bodies; 
end lncldenttl costs or directors and committee meet· 
lngs. The above and slmller costs are allowable when 
ellocated on an equltnbte basis. 

25. o .. r1lm1, btrt·Pey Shtrt and Multl·Shtft 
Pr1mlum1 

Premiums for overtime, (!)(tra·p•y ehltts, and 
m11ltf·shllt work arc ellownble only to the extent 
appfoved by the J1W111dlng oOftrlCV except: 

l•I When nocessary to cope wt th tnlef\,"Jncles, 
ateh e. those rl!Sllltfng from 1ecldents, natural dlsesters, 
breakdowns ol product ion equipment, or occasional 
production bottlenecks of 1 spo11dlc nlture: 

(bl When by Indirect lllbor emptoyeu such as 
those petlormlng duties In connection with ndmlnlstra· 
tlon, Jl'Otectlon, trnn!Portntlon, m1lntenanco, stnn•lby 
pl1nt protection, opnratfon of utilities, 0< accounting; 

(cl In the petformanco of tests, lab,,,ntory 
Jl'OCtduros, or other similar optfallons which arc con· 
tl....ious In nature and cannot rna~nably be lntomrptt'Cl 
or 11therwlso complotad; or 

(di When lower overall con to tho Guv ornment 
wlll mult. 

Ovcnlnoe premiums nnd shift JllDmfumJ may bo 
CJ1nsldtnd JlfOpcr for approval when dete<mlned In 
writ ing by tlu1 awarcllng "1)ency that approval: 
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~ ... ".~"";@lftqoi1r~ . 

(al Is necessery to meet delivery or performance 
schedules, and 5UCh schedules ere determined to be 
l!Xtended to the maximum consistent with essem 'al 
progrem oblectives; 

(b) Is ncceu1ry to mnke up for delays which are 
beyond the control and without the f1Ult or negligence 
of the Institution: 

(cl Is necnwy to ellmfntle for-Ible bottle· 
necks of en extended nature which cannot be ellmln1ted 
In any other way. 

Approvals should ordinarily be prol!)ecllve, but 
may be retroactive where Justified by the circumstances. 
Such approvals may be for 1n indfvlduol grent- or 
cont11ct project. or progrtm, or for a division, depart· 
menl, or brench, as most proctlcable. 

Overtime for which overtime premk1m1 would 
be ~t Government eKpttn111 should not be epproved 
under an ew11d where the Institution b elreldy ob­
ll~ted, without the right to tdditional compensation, to 
meet the required delivery d1te. 

Where overtime premiums or shift premklms are 
being paid at Government eKpense In connection with 
the performance of 1 Government grant or contract; the 
continued n&ed therefor should be sul*ct lo periodic 
review by the aw11dlng agency. 

26. Pttent and Copyright Com 

Costs of preparing disclosures, reports, and other 
documents required by the grent/controct nnd of search· 
Ing the •rt to the extent nece~ry ' lo make such 
dhclmures, 111 allowable. In 11CConi1nce with the condl· 
tlnns of the grant or contract relating to patents or 
copyrljll ts, cost.s of preparing documents and any oth« 
costs, In connection with d1e llllng of • patent oppllce· 
tlon or copyright when tftle Is convoyed to the 
Govemmant, arc allowable. Howover, shnll"' costs In· 
curred In connection with potents or oopyrlghts where 
title Is not conveyed to the Government ore unolloweble. 
(Seo G-391 

27. Pentfon Plant 

(Seo G·Blol-1411 

28. rl1nt Protection Cati! 

Costs o f Items such es (al wages, uniform•, end 
equipment of penormol cnuaoed In plant protection, 
(hi doprecfotlon on plnn t 111otectlon capllnl es.wig, and 
(cl 11ecnwy expenses to com11ly with security roqulro· 
monts aro ollownblo. 

l 
29. Plant Rtc0rwerslon Costs 

Plant reeonvrrslon costs are thoso Incurred In 
the resto11tlon 0< rehabllftetlon of the Institutions' 
lacilltles to approximately the same condition existing 
Immediately prior to the commencement of tho grant or 
contract work, fa ir -r ind tear e1<cepted. Reconver· 
slon costs ere unallow1bl1 except for the cost of 
removing Government properly and the restoration or 
reh1blllt1tlon costs cll.lsed by such removal. However, In 
~fel circumstances where equity so dictates, addl· 
tlonal costs may be allowed to tho CKterit agreed upon In 
writing before tho costs are Incurred. Whenever such 
costs 810 given consideration, c1re should be exercised to 
.-old <lrplicetion through allowance as contingencies, es 
ldditlonal profit or fee, or In other grants or contrac!;. 

Pre-award costs 11e those lncurrl!d prior to tho 
eflectlve date of the 111an1 or contract directly pursuant 
to the n1J9C>tl1Uon and In anticipation of tho sword or 
the gront or contract where such fnwrrenec Is necessury 
to comply with the proposed delivery s:hedule or period 
of performance. Such costs 11e ellowable only to the 
extent that they would heve been allowable II Incurred 
after the date of the .ward and only with the prior 
written approval of tho awarding DIJOncy. 

31. Profeulonal S.R'lct COlh·lOill, Ac~ounllng. 
SdentlOc and Other 

(ti Costs of pmfesslonal services rendcrod by 
the members or • panlcul1r profession who "'o not 
employees of the Institution are ellowablo, subject to 
(bl. (cl n11d (di below, when reasonable In relatlon 10 the 
services rcndeied, (but see G·231 

(bl Factors to be considered In determining tho 
nllowablllty of costs In o particular caso Include: 

(11 the nature and scope of tho sorvlco 
rend1nd In rolallon to lho sonifce ret1ulrod; 

121 tho ncco~lty of conirnctlng for tho 
a:rvlca conskforfng the Institution's copablllty In the 
portfcul11r nroe; 

(31 tho past pnuorn of such costs, pnr. 
tlculn!ly In ycors prior to tho awnnl ol Governmonl 
work; 

Ml tho Impac t or Government work on tho 
lnslltutlon's business (I.e., what new problems hnvo 
nrhcnl: 

(!ii whether tho 11roportlon of Government 
work tn thn Institution's 10101 tJuslness Is !llrch u In 
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Influence the Institution In favor of Incurring the cost, 
particularly where the !il!rvfces rendered are not of 1 

continuing nature and have llttlo relallomlilp to work 
under Gollt!rnment grants/contracts; 

(Bl whether tho service can be performed 
more economically by employment rather than by 
contracting; 

(7) the quellflaitfons of the indlvldu1I or 
concern rttnd!!!"lng the service and the customary Ires 
dlarged, 115pccfally on non.government grants/contrfttts: 

(Bl odequocy of .the contractual itgreement 
for U10 seniice (e.g., description or the senilce, estimate 
of time required, rate of compensation; .termination 
provisions!. 

Ir.I Retniner lees to bo allowable must be 
reasonably supported by ovfdence of hona fide services 
8\/allable or rendered. 

(di Costs of legal, nccounllng, and consulting 
service, and related costs, Incu rred In connec tion with 
organlzttion and reorganl~atlon, defense of antl·trust 
suits, ond the proR:'altlon or claims against the Govurn· 
ment, are unallowable. Costs or leQ<'!I, eccountlnl). and 
consul ling services, and rein led costs, Incurred In connec· 
tlon with patent or copyright Infringement llll!Joltlon, are 
unallowablc unless otherwise ptovlded for In the grant or 
controct. 

32. rroflts and Loues on Olspo1ftlon of Pl~nl, 
Ectul11111enl, or Other Caplt1I Amil 

Profits or losses of any nature nrlslng from the 
s:ile or oxchtnge or plon1, equipment, or other capital 
ISSl!ts, Including sale or eKchange or olU1er short or long 
term Investments, shall be e11cludcd In cornpollng grant 
or controct costs. 

33. Publ ic Informat ion S.nlcM Costs 

Public Information 5C!IVl~~s cost Includes the 
cost nssoclated wlU1 p<omollons;. public relations, pam· 
phlots, nows relo~scs, nnd other forms ol lnlmm1tlon 
SCfVlces. Such costs aro normally Incurred to: 

(nl Inform or lns1n1c1 lndivhlunls. groups or the 
general publlc nbout hcnlth or soclnl problem~ 

(bl lntorost lncllvlduafs or groups In pn:tlclpnl· 
Ing In n sorvlco prO!J<nm ol the Institution. 

(cl rrovklo stownrdshfp 10110rts to Stnte and 
locnl Govcrnrnont agonclns, hnnolnctor loumlnllons and 
~oclntlons, etc. 



Id) Appell for fund&. 

(el Olssemln11e the results or !pOmored and 
non-!lpOn'°'ed r-1rch or other 1etlvlty 10 1he :iclentlllc 
community. 

To the e11ttn1 tnlt the costt Incurred for any of 
1hew purposes •ro ldentllleble with • particular cost 
objective they should bl chargecl to 1he objective to 
which they r1!11te. 

If th- costs •• not klentlllable with 1 ;m· 
tlcultr cost objective they 1hould be 1lloc:1ttd • 
lodir1et cons to tll mtfor 1e1fvltles of the Institution 
except th1t costs rellted 10 fund raising eppeals ere 
unallow1Ne 1s costs of grants end con tr 1et1. 

Public lnforrna1lon service costs ble unallowable 
as 1 direct cost of grants and contrects unless formelly 
Approved by the awarding ;igency. 

34. Publle11tlon end Pflntlnv Coltt 

Publlcatlon costs Include the costs of printing 
!Including the pt'OCmes of composition, pl1111-meklng, 
press work, binding Ind the end products produced by 
ax:h processes), distribution, promotion, malling end 
gmernl h1ndlln~ 

Publication cosu are unallov11ble as 1 direct cost 
of w-•nts and contrncts unless form1lly approved by the 
awerdlng 1gency. 

35. Run1n911m1nt end Alleratfon Cottt 

Com Incurred for 0tdin1ry or flOfmal re1rr1~ 
ment and 1lte11llon of fecllhles Are allowtble. Speclal 
rrangement and 1l1entlon costs Incurred ,.ieclflcally for 
the prof act ere 1llow1ble when wrlllan npprovel hu b11t1n 
given In lldv•nc" by the ew1tding eoancy. 

38. Rtcn1ltmenl Cottt 

l•l Subfecl to (bl , (cl and Id) of Iha G-36, and 
PfOVlded thll the 1lin of tho stnll recruited i nd 
l'nllntelned ls In keeping with workload rtK111lromen11, 
costs of help-wanted advertising. OP41rallng cost1 of nn 
employment olflce nece111ry to s«ure nnd maintain en 
.fequate labor force, costs of oporntlng nn sptltudo nnd 
educ1tlonal testing progrnm, trnvnl costs of employtts 
wtiMe en911Qed In recruiting per10nnol, end trll'lol costs of 
1p11llunt1 for lntervl11W1 for prOSfltCtlve employment ere 
11fow1bl1 to the eJC1ent thnt 1uoh costs 11e Incurred 
pUrso1nt to 1 well m•hlOed recniltment progtam. Where 
the lmtltutlon mes employment 8!)01\CIH, costs not In 

ceu ol 1t1nd1rd commorcl•I roles for such IO!f'YicU11 nro 
lllow•ble. 
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(bl In publle1tlons, costs of help·w1nted edvef. 
tlslng that I I) Includes color, 121 Includes lldvertlslng 
mnttflel for other th11n recru ltment purpo!CS, or (31 ls 
1111~fve In size (talcl119 Into consideration recruitment 
purposes for which ln1ended and normel business prec· 
tas '"' this mpectl ere unallowable. 

(cl Costs of 111 help-w1nted advertldng ind 
(21 etcenlve saleries. fringe benefits, ind spec:M emolu· 
menls thet hwe been offered to prospective employen, 
designed to 11111et personnel from enothtf Institution 
performing as grentee or contractor to the Government, 
or In exceu of the s11nd1rd pt'actlces In comp1r1ble 
lnstitut loni; ere unallow1blc. 

(di Where relocation com Incurred Incident to 
recruitment of •~employee hav11been1llowed either 
es Hn allocable direct or Indirect cost ind the newly 
hired employee resigns for reuons within his control 
within twelve months after hire, the lnllitutlon 1h1ll be 
required to refund or aredlt such roloc•tlon costs to the 
Government. 

:J7. Relocation Cotti 

(I) Relocetlo11 costs, for the purpo911 of this 
document. ere costs Incident lo the permanent change of 
0.11'; assignment (for tn lndellnlte period. or for• stated 
period of no Im than 12 months) of en existing 
employee or upon iecrultment of 1 new employee. 
These CO\IS may Include, but 1re not limited to cost of 
(I) lr1nspor11llon of the employeo, members of his 
Immediate femlly end his household and person11I effects 
to the new IOC1tlon; 1111 finding 1 naw home, such 1s 
odvance trips by employees end 'POUSts to locato living 
quarters and tempor1ry lodging during the transition 
period; (Ill) closing costs (I.e., brokerage fees, legal fees, 
appralsol fet1, etc.), Incident to the dlSc>Osltlon of 
housing; ( Iv) other necesserv and renmnebte expenteJ 
norm1lly Incident to relocatlon, such ns cost of cancol· 
llng an unexplrod lcato, dls:onnectlng or relnstslllno 
houlehold eppllancM, and purchase or Insurance 11g11lnst 
dltmll!lilS to pe11on11I property; M loss on sale of homa; 
Ind (vi) 1equlsltlon of 1 home in e new locetlon 11.e., 
brokerega f!!ff, legal fees, apprnlw lees, etc.). 

(bl Subfect to (cf below, relocation costs of the 
type covered In (a) llf. (Ill, 11111. nnd !ivl nbove Are 
alloweble, provided Ill tho move Is for the honefll of tho 
employer; (llJ relmburwment 1' In accordnnce with nn 
8"t&bthl111d policy or prncllce consistoutly lollowcd by 
the ernployor, and lUch policy or nr11ctlce Is dMlgnod to 
motivate 11m11loyoos to relocate prnmptly end cconorn· 
lcnlly; (Ill) th11 cos(s are not otherwise 11n1llownble under 
lhe p1ovlslons of G·36 or nny other pnrngrnph of this 
ciocumenl, nnd (Iv) amounts to ho reimbursed ~111 not 
exceed the employee's actual (or reoson1bly estlmntNfl 
expenses. 

(c) Costs otherwise ellowable under (bl above 
ere subject to the following lddltlonel provl· 
sions: (I) th• lr1nsltlon period for lncurrence of costs of 
thi! type covered In lal (Ii) above shall be kept 10 the 
minimum numbef of days nccessory under the clrcum· 
stences, but shell not, In any event, l'XCHd 1 cumulatlvo 
total of 30 d1ys Including advance trip time; ind 
(Ii) allowance for cos1 of the type covered In l•I 11111 
1bov1 shell not exceed 8% of the sales price of the 
prJpeny sold. Costs of 1he 1yJie covered In (al (Iii) and 
(Iv) ebove lfl! ll loweble only In connection with the 
relocation of eic lsllng employees, and ere not allowable 
for MW!y recruited employees. 

(d) Costs of the type covered In (1) (vi ind (vii 
11iove Me not allowable. 

38. Renltl Cotts (Including Stl1 8'ld Lm1b1ek 
of F.:llltlu) 11 

l•I Rental costs of land, buildlng, ind equ)~. 
ment ind other personal property arc nllow1ble If Ille 
rites ere reesonable In light of SlJCh fectors es rental 
costs of comparable facllltlas end mnrket conditions In 
the area, the type, Illa l!ICPl!Clancy, condition, and value 
of the facllltles leased, options w1ll1ble, end other 
provisions of the rental agreement Application of the541 
factors, In sl1u11lons where rentals are ex tensively used, 
mey lnvolvo 1mong other considerations. compnrlson ol 
rent•I costs with the amount which the Institution 
woold have received hed It owned the facilltlcs. 

(bl Ch1rges In the nature of rent botweo11 
plants, divisions. or organlullons under common control 
aro allowable In the extent such charges do not exceed 
the normal cost• of owneuhlp, such as depreciation, 
tll(es, Insurance, and maln1.en1nco; p<ovlded thll no part 
of such cos:s !11all duplicate any other allowed costs. 

(cl Unless othorwlso speclllcnlly p1ovkled In tho 
grant or contrect, rental costs specified In sale ond 
lcescback egreemonls, Incurred by Institutions through 
selling plant facilities to Investment organiratlons, such 
os Insurance companies, 11ssocldle lnst11utlon1, or lo 
Jl'lvnlo lnvo,tors, and concurronlly lnaslno back the 111mo 

locllltles, aro allowable only to the ox lanl lhnl such 
rentals do not exceed Iha amount which the (Jlnnluo/ 
conlreclor would hilYe received hnd h rolafned looal tltlo 
lo the f11Cllllles. 

(d) Rentals for lnnd, lxtllrllng end n1~1ipme111 
and other personnl property owned by nfflllnted orgonl· 
zntlons Including corporations or hy stockholdcn, mom· 
hors, directors. tntstees, olflccrs or othCf key pouonnel 
of Iha Institution or lhoir fomlllos nhher dlrnclly or 
through corporations, trusts or other slmllnr orr&n!Jll' 
menh In which thoy hold 11 morn thnn lokcn Interest oro 
ellowohlo only lo Iha axlnnt lhat such rontels do not 
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exceed the 1mount the lnstiwtlon would h1Ve received 
had lrgal tltlo to the facilities been vested In It. 

(el Tho ellowablllty of rental costs under unex· 
plred leases In connection with tefminatlons ls ueated In 
G·421el. 

39. Roy1ltles end 01her Cot1t for Ute of retwntt 
end Copyrlght1 

(•I Royollles on a patent or copyright or 
1mortltatlon of the cost of acquiring by purch.,. • 
copyrl!fit, patent or rl!11ts thereto, necessary for 111e 
proper performance of the grant or contract applk:lble 
to grant products or processes, are allowable unless: 

( 11 Tho Government has e license or the 
rl~l lo free use ol the patent; 

(2) The patent or copyrlgh1 has been !Id· 
fudk:ated to bo Invalid, or has been adminlstr11lvety 
determined to be Invalid; 

(31 The palenl or copyright Is considered to 
bo unenlorceeble; or 

(41 The patent or copyright Is expired. 

(bl Spcclel care should bo uerclsro In determln· 
Ing reasonableness Whcro the royelllM may have boen 
BrTlved ot es a result of less !han arm's length blfg1lning; 
e.g.: 

(II Royalllcs paid to persons, Including 
corporations. 1flill1ted with the Institution: 

(21 RoyaltlC1 paid to un1ffill1ted putles, 
Including corp0retlons, under an agreement entered Into 
In contcmpletlon thel a Government grnnt or conu.:t 
would be ewerded; or 

(3) Royollles p11ld undtr an llQfeement en· 
torod Into alter tho award of tho or ant or contr1et. 

(cl In ony case Involving a pntent or copyright 
lurmorly owned by tho Institution, the amount of 
roynlty allowed should not exceed the cost which would 
hnve boon •llowutl hod the lnstltullon rutnlnod tltln 
thornlo. 

40. Severance Pay 

In) Sevornnco pay, nl~ commonly referred 10 11 

dlsmlssnl wnoos. Is n payment In nddhlon to r~lu 
111ln1los nnd wnges, by Institutions lo workers whose 
employment Is bolng tormlnnlod. Cosls of sovor1nce pey 
111 0 114lowabla only to the extent th•t, !n e1teh c-. It 11 
rnr1t1hcd by ( 1) lew, 121 ernpluy1:<·employee egreemenl, 



(3) establht1ed policy that constitutes, In effect, an 
Implied agreement on the institution's part, or (4) cir· 
aJmstance of the particular employment 

. (b) Costs of 51!\/erance payments are divided Into 
two categofies es follows: 

(II Actual normal turnover MNcrance pay· 
rnents 5111111 be allocated to all w0<k performed In the 
Institution's f1cOltles: or, where the Institution provides 
for accrual of pay for normal sever&nl:es such method 
will be ecceptable If the amount of the accrual ls 
ntasonable In ilght of payments eotually made for 
normal 91!Verances ov~ e representative past period, and 
ff amounts ac:.Jed are allocated to ell work performed 
In the Institution's faellltles; end 

(21 Abnormal or mass !l!llerance pay Is of 
such • conjectural nature that measurement of costs by 
meaos of an accrual will not achieve equity to both 
parties. Thus accruals for this purpose 11n1 not allowable. 
Howe11l!f, the Governmeni recognizes its obllgollon to 
participate, to the extent of Its fair share, In any spec:lflc 
p1yment. Thus, allowabillty will be considered on a case 
by case basis In the !!Vent of occurrence. 

41 .. TtJCtt 

(a) Taxos •e certain d1arges Jovlcd by Federal, 
State, or local Governments. They do not l!'lciudo fines 
1nd penalties except as otherwise provided heroin. In 
general, taxes which the institurfon Is required to pay 
end which are paid or accrued In accordance with 
generally accepted occountlng principles ;ire ellowablt, 
8'<Cept for: 

( 1) Federal Income taxes and similar levies 
11911lnst Income of tho Institution derived from nctlvitles 
unrelftll!d to the project supported by tho grnnl or 
oontracl 

(2) Tnxes In connection with llnnnclng, 
rellnanclno. or r•!.ir Jing operations (5!19 G· IB). 

(31 To•., l;om which exemptions ere ayall · 
able lo the Institution directly or 11Yollnble to the 
lmtltutlon based on an mcnmptlon nllordr.d the Govern· 
ment except when tho irwudlng 8Qency dotormlnes that 
the admlnlst11tlve burden lncld~nt to obtaining lhe 
8'1emptlon outwelghts the corresponding b~nellts accru· 
Ing to the Government; 

141 Special ma11ment1 o!'l lend Which repto· 
sent c1plt1l lmprovaments; and 

151 T1Kes on 1ny category of rnoporty 
whlcll It usad solely In connoctlon with work other than 
on Government grants or conttecu. (Tues on 111 opert1' 

32 

used solely In connection with either non·Government 
or Government work should be considered directly 
appllceble to the ros~tive category of work unleu tho 
amounts Involved are insignificant or comparable results 
would otherwise be obtained.) 

(b) Ta>ces otherwise allowable under paragraph 
(a) of this section, but upon which a d1lm of lllegallty 
or erroneous asseument exists, are allowable provided 
the Institution, prior to payment of such taxes: 

111 Promptly requests Instructions from the 
..,,.3rding agency concerning such taxes, and 

121 Takes all action directed by the 11Ward· 
Ing 1gency arising out ol subparagraph 111 of this 
parlgfaph or 1n Independent decision of the Govern· 
ment as to the existence of 1 claim of Illegality or 
erroneous asseument, Including cooperation with and 

lfor the benefit of the Government to (I) determine the 
•legality of such anessmont, or (Ii) secure 1 refund of 
such ttxM. 

Reasonable costs ol any such action under· 
teke!'l by tho Institution at the direction or with the 
concurrence or the awarding agency ere ellowable. 
Interest and penalties Incurred by an Institution by 
reason of tho non·paymont of eny llK at tho direction of 
the awarding agoncv or by reason of the failure ol tho 
awarding agency to Issue tlmely direction alter prompt 
request therefor, are 1lso ellowablo. 

(cl Any refund of taxes, Interest, or pen1llles, 
and any payment to the Institution of lntereit thereon, 
attributable to taxes, Interest, or 110n0Tlles which were 
allowtd 11 project costs, shall be credited or paid to the 
Government In the m•nner directed by tho Government, 
provided nny interest actuftlly p1ld or credited to an 
Institution incident to e ro tund of tax, Interest or 
penalty shall ha peid or credited to the Gov1rnment only 

· to the eKtent th1t such lnlcrust aecrued over the pcrlod 
during which tho Institution htld been reimbursed by the 
Governmont for the laxes, Interest or pc;inltias. 

42. T ermln1tlon Coils 

Grants nnd ~ontracll ternilnatlons gcnorally givo 
rl10 to the lncurrcnco of costs, or tho need for special 
lre1tmnn1 ol cnsu, which would not have nrlson heel 1he 
prnJoct not bonn lermlnelod. Coll principles covering 
thoso Items Aro 101 forth below. Thev ore to be used In 
conjunction with tho remolnder of this document In 
termination 1ltuotlons. 

(a) Common ltom1 

Thn cost of hams rens1>n1bly usnbla on tha 
lmtltu tlon'1 other work shnll not bn ollowable unlnst tho 

lnstitut.lon submit• &Vldence that It could not retain such 
Items at cost without sustaining a loss. In deciding 
whether such items are reasonably usatile on other work 
of the institution, the awarding egonc·1 should consld'f 
the Institution's plans and orders for current and 
scheduled production. Contemporanc:ous purchases of 
common Items by tho Institution shall be rt!garded as 
nidence th•t such Items ere rea.sonably usable on the 
Institution's other work. Any acceptance of common 
Items as allocable to the terminated portion of the 
proJect should be limited to Iha e1ttent that the 
quantities of such Items on hand, In transit, •nd on ordor 
1111 In exceu of the reasonable quantitative requirements 
of other WO<k, 

(bi Costs continuing after termination 

If In • p1rtlcul1r c.ue, despite 111 reasonable 
efforts by the Institution cenoln cous arnnot be 
discontinued Immediately after the effective date ol 
t.ermln•tion, such costs are generally allowable within 
the llmltatlom iel forth In this document, except thnt 
any such costs continuing after termination due to the 
negligent or willful l1llure of the Institution to dfscon· 
tlnuo such costs shall be considered unallowable. 

(cl lnltlal costs 

Initi al costs, Including starting lo1d and 
1>repara1ory costs, nre allowable, sub)cct to tho follow· 
Ing; 

111 Starting load costs 810 costs of a non· 
recurring noturo e1l1lng In tho early stages of operation, 
irwestlg1tion or production i nd not fullv absorbed 
because of the termination. Such costs may Include tho 
cost of lebor end materlol, ind related Indirect cost 
attributable to such factors ns: 

(o) E~cr.sslvn spollnga rosultlng from 
Inexperienced labor; 

lh) ldlo lime and sttbnorrnal ptoductlon 
occnslonecl by 11:11lnn nn<I changing methods of process· 
Ina: 

(c) Employee trnlnlng: end 

hi) Unfnrnlllnrlty or lnck of eJCporlnncu 
with thn product, m1torlnh, rnenufecturlng rrroceucs 
nncl tochnl11uns. 

(21 Pro1111rntury costs ere costs h1currod in 
preperlng to perform Iha termln1ted proJect lncludinp 
costs or lnillal plant rn11r•n1JOmont and altorotlons, 
rn1nt1Q11rnont and flllrsonnel organlratlon, production 
plannlr'n nnil 1lrnllnr lt«:tlvltles, but excluding 1pecl1l 
tnnchlrwy ~nd equipment ond slnrtlng load costs. 
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(31 II lnltlnl costs are claimed end have not 
been segregated on the Institution's books, 1egreg11lon 
for settlement purposes shall be made from cost reports 
and 1Chedules which reflect the high unit cost incurred 
during the eerly stages of the project. 

141 When the settlement proposal Is on tho 
Inventory b1sls, Initial costs should normally be allo· 
cated on tlie bash of total end items called for by the 
project Immediately prior to ltrmlnatlon; however, ii 
the pro)ect Includes end items of 1 diverse n1ture, some 
other equitable basis may be used, such as mtchine or 
labor hours . 

(5) Whan Initial costs are Included In the 
settlement propose! as • direct charge, such costs shell 
not 1ho be Included in overhead. 

(61 Initial costs attributable to only one 
proJect shall not be allocated to other projects. 

(d) Lou ol useful value 

Loss of useful value of special toollng and 
special m~chlnery and oquiprnont ls gl!nerally allow1ble 
If: 

( 11 Such special tooling, machinery or 
equipment ls not reMonably capable ol use In the other 
work or tho lnttltutlon; 

121 The Interest of the Govetnn1nnt Is pro· 
tectcd by transfer of title or by other mo~ns deemed 
opproprlate by the ewnrdlng agency nnd 

(3) The Ion of useful volue 111 to any one 
terrnlnntod pro)oct Is llmllod to that portion of tho 
ncqulsltion cost which boars tho sama ratio to tho total 
ocqulsltlon cost u tho torrnlnnred portion or the proJect 
b-.:nrs tu tho antho terminated project nnd other Govatn· 
monl pro)ects lot which tho special 100111111 ar1<I special 
machinery nnd equipment wns acquired. 

(o) Rental costs 

Rental COSll ttndttr UllOXplr~d len"!S are 
gQnernlly nllownhle where cle111ly 1~mwn to hrwe heen 
rossonably necosury tor tho porform1nce 11;' the tnrml· 
nntod p10Joct 1011 Iha mlch11l vnluo or such loa1e1, If: 

I 11 Tho omou111 of such rentnl clnhned d0111 

not r.>c~oed tho rusonablo uso volun of the proparry 
loMecl tor tho pitlncl of thn ruolect ftncl such further 
fl<lrlf'>d os may ho roatonnhlo; and 

(2) Tho Institution makes ell 1011nMhle 
allntts to 101mlnn10, nsilon, sellltr, nr nlhorwlso rerfuce 
lho ctY.I ol such lonse. 



There 1lso may be Included the cost of 
11te11tlon1 of such le.sed PfOpetty, PfOvlded such 
alterellons wue nl!Cessary for the performance of the 
profcct. MUI ol rea1onable restoration required by the 
provisions of th~ lea1e. 

II) Sc1tlcrncr11 expenses 

Se11teme11t expenses Including the lollowlng 
i re genor1lly allowable: 

I 11 At.:ounllni!. le91I, clerical, tnd slmllar 
com re11onably n~cuary lo~-

hi The prcparatl.;n and presentation lo 
.w11dlng agency of settlcmo11t claims 1r1d supporting 
data with r11pect to the wmtnated portion ol the 
prolect, •nd 

!bl The tcrmlnalion and 1clllement of 
subcontrncls; nnd 

121 Reuonable costs for the storege, 1r1ns· 
por111fon, p10tec1lon, ind disposition of property ac· 
quired Of p10duccd for the project. 

(gl Subcontractor clafms 

Subcontr 1Ctor claims, Including 1he 11· 
locabla portion of claims which are common to 1h1 
piofl!Ct and to other work ol the Institution are gener1lly 
ellow~ble. 

43. Trade, Buslnen, Tochnlc11l, nnd Prof111fonol 
ActMty Cotlt 

It) Mcmhcashlps 

Tl~s cntcgory Includes coslt of membe11hlpt 
In lrtcle, huslnen, technlcnl, and proJen lonal 01g1nlu · 
tlons. Such emit 11e allowable. 

lb) Suhscrlpllnm 

This llom l1'clude1 cost o: sub11:rl111lor11 10 
trade, huslno11, 11ro fe11lon1I, or lechnlcal rorlodlcah. 
Such cosu nre nllownhlo. 

(o) MMtlnlJI 1mJ conlo1oncc1 

This Item lncludns cmts of me1h, 1101111>0r· 
111lon, '"'Ital of facllfllos Im mooth191, 11wl cQsh 
lncld1n11I 1he11to, when the ptlmerv purnou nl tho 
lncurrenc1 of such cos11 ls1ho tlluemln1tlon of technlcal 
lt1formatlon 01 11lmul1tlun of production. Such cosll ere 
lllowt ble. 

44. Tralnlnt i nd Eduatlonal Costs 

(a) The costs of training courses taken by 1 
bon1 fide employee to ec:qulre beslc skills which he 
should bring to the lob or to quollly a person for dutlos 
other than those releted lo 1n Institution's go1ls arc 
uneflow1bfe. 

(b) Costs of on the lob !reining end par•·tlmo 
edue11lon, 11 an und11g11du110 or poslg11dunte college 
lovel, rel11fld to the lob requirements of bon1 fide 
employees, Identified fn (1) through (6) below, 11e 
1llow1blo. 

(t) Tnlning m11e1lel1; 

121 Textbook1: 

~Ion: 
(3) Feet ch1rged by lhe edue1tlonal lnslltu· 

141 Tuition chargtd by the edue1tlon1I In· 
ultutlon, or In lieu of tuition, Instructors' 11larlet •nd 
tho related \lme of Indirect cost of the edue1tlonel 
Institution to the extent th11 the sum thereol Is not In 
txcen of the tuition which would have bttn paid to lht 
p111lc!p.illng eduartlon1l ln11ltutlon; end 

(6) StnlghMlme compen111lon of e1eh em· 
pbyee for time spent 11tendlng clns1et during working 
houn not In exceu of 166 hours per yur where 
clrcomstences do not pnrmlt the operation ol clnsscs or 
tllandance 11 cl uses tiler regul1r working hours. 

(cl Costs of tuition, lees, tnlnlng malerfah and 
textbooks (but not subsistence, ulary, or 1ny other 
emoluments) In connection with lull time scientific and 
m11dlc1I ttllrcallon 11 1 post•tlfadu1to (but not undor· 
11aclu1te) college level relate1f to the fob rrqulromenll of 
bo111 llde·cmployets 101 a tor el pa1lod not 10 exceed one 
school yeor for uch employee so t rained, 111 1llnw1ble 
when t pllfOVed In writing by tho 1Wa1ding agency. 

Id) Gunts to educntlonal OI 111lnlng lnslltu· 
tlont, Including the don11lnn of l1ellltle1 01 other 
JlfOIH!•lles. Mlhnl111hlps, or lellowshl ps, 111 considered 
conlllbutlons end ere 11111llnw1hle. 

46. T 1antport1tlnn Collt 

Tnruportatlon coils Include freight, e ~pre11, 
c1r1agoe, and pnlltfl't chlllJ!IS telatlng either to goods 
11111chHed, In procon , Of dellverod. Thein coils .,, 
allowable. When such c:o1ll an rudlly ho identified with 
1he lloms Involved, they may he cllroclly costed 11 

tr1n1port1tlon coats or •dtfecl to the cntl of 1uch llecna 
(14180·22). 

Where ldentlllcetlon with tht materl1ls received 
cennot retdlly be m1de, Inbound tr1nsp0111tlon c:otlt 
may be ch11ged to the 1pprop1l1te Indirect cost tccounts 
II the ln1tltu1lon follows 1 contlllent, eqult1blt pro­
cedure In this r111pect. Outbound freight, If relmbursable 
under the terms ol the gunt or contract shall bo tr11ted 
u 1 direct cost. 

48. Trwel Com 

l• I Tr1Vel costs Include costs o f trentportatlon, 
lodglng. subsistence, ind lnclden11I upen1t1, lncuned 
by Institution penonnel In 1 tr1vtl tll lus whllt on 
off let.I bu1lnm. 

(bl Trnel cofb may be based upon 1Ctu1I costs 
lncurnd, or on 1 per diem llf mlluge b11ls In Heu of 
1e1uet costs, or on 1 comblnatkln of the lwo, provided 
the method used does not result In 1n unruson1ble 
chl>fge. The dllference In cott between flrsl-clus ind less 
than first-class 1lr 1ocommodl1tlons Is un1llow1blt tx• 
cept when Im then llrst-cl11s air 1ecommod1tlom .,, 
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not rusonebfy 1v1ll1ble to mHt necessary min ion 
requirements, such H where lest than flrst·d111 1ocom· 
mod1tlons would 111 requl11 circuitous routl~g. 121 rt­
quire 111vel during un1e11on1bfe hours, (3) gre1tly In· 
cre11e tho duration ol ihe fll~t. 141 result In eddhlontl 
coS1s wlllch would offset the tr1nsporte1lon savlnQ', or 
(51 offer 1ocommod11lon1 which 1re not re11on1bly 
adequ11e for the medical needs of the traveler. 

(cl Travel costs Incurred In the norm1I cour1t of 
over1ll fldmlnlstrlllon of tht lxulnest ere 1llow1bfe Ind 
lh1ll be treated 11 lndlrtct cot ts. 

(d) Tr1v1I coslJ directly 11t1lbullble lo specific 
ir1nt or conlnct performance are 1llowabf1 end may be 
chtrgtd to the gnn1 or contract In 1CCOrd1nce with tha 
prlr>Clple of dlrKt costing Is" Section Cl. 

(e) Costs of personnel movement of 11pecl1I or 
m-u Nturt are 1llow1ble only when 1u1horlztd or 
1pproved In writing by the sponsoring 1g1ncy. 
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APPENDIX 1 

SAMPLE INDIRECT COST RATE PROPOSAL FORMATS 

Pe119 No. 

1. Slmpllfied Method 

Exhibit A-Summary of Direct ind Indirect Costs • • • • • . • • . • • • . . . . • • • 40 

Exhibit A· l --Ccmput1tion of Indirect Cost Rite . . • . . . • • • . . . . • • • • • . . 42 

2. Mul tiple Distribution Base Method 

Exhibit 8-Summary of Direct ind Indirect Costs . • . • . . . • • . • • • • . . • . . 43 

Exhibit B· 1-Dlstrlbutlon of Indirect Cons . . • • • • • • . • . . • . • • . . . • • • . . 45 

Exhibit B·2-Comput1tlon of Indirect Cost Rotes for Resoorch • . . . • • . . • 46 

3. Direct Allocation Method 

Exhibit C-An1lysh of Functlon1I Expenditures 

Exhibit Cl-Computation of Indirect Cost Rote • . . • • . . • • • • • . • . • . . • • 49 
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EXPLANATION OF EXHIBIT A 

SAMPLE INDIRECT COST RATE PROPOSAL FORMAT 

SIMPLIFIED METHOD 

This Exhibit Illustrates the computlllon of 1n Indirect cost 11te Where one of the follow Ing conditions exist: 

1. All of 1n Institution's direct program 1Ctlvhles ere serviced by ind receive benefits from 111 of its 
Indirect activities In 1pproxlm1tely the ume degrtt. 

2. TM amount of Federel fundt received by 1n lmtltutlon Is not m1terl1I In r1l1tlon 10 Its other op. 
eratlng revenues end th• work performed with Federal funds receives edmlnlstretlve services In op. 
proxlmuely the ume degree 11 work performed with non-Federal funds. 

3. The Institution h11 only 1 tl~lt direct 1ctlvlty or function with multiple sources :>f funding. 

Under this ITl9thod, '" Institution should first Identify all thot1 1cllvltl11 end funct ions which It performs 
ind the costs 11socl11ed with them. It should then cetegorlze these 1ctlvltl11 i nd costs 11 direct or Indirect. Thirdly, 
It should mike elimln1tlons for un1llow1hle cosh i nd c1plt1I expenditures. Fln1Uy, It should compute Its Indirect 
cost rete 11 shown on Exhibit A· 1. 

The 1mounts used In the comput11lon should be 1t.1pport~d by i nd reconcll~ lo the ln111tu1lon'1 tln1nclel 
steternents, preforebly certified by 1n Independent llcemed 1ccoun11nt. 
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SAMPLE INOIRECT COST RATI: PROPOSAL °FORMAT ·SIMPLIFIED METHOO ' 

A NON.PllOFIT INSTITUTIO~ 

G.n1rol /Unmtrl<f'l<ll F1mda 
G•n•nl .,d Admlnlttmlvo Coon: 

s.i .. 1 .. end w..- . . . . . . . . ....... , . 
Equl.,,...nt a. 0th., C.Olt• EaQondilu<n •• • • 
Fnt'11' 8tneft11 •••• , •• •.• • • • •• • • • • • 
Othtr Eapen'" ••. • . •• . .•. • . . •... • 

Otp<tc "'°" ............. .... .... . . 
OccuPln<V C0111: 

s.i .. 1 .. . ........... .. . . ....... . 
E®l..,...nt end Otht1 Caolt• E•.,.,,alrur,. • •• 
Ocl>1<E•oen- • .••• • •• . • ••. • .•••• 

Public: lletllflon1 .,d Fund Rei11n9: 
Sola ri .. end W OQ111 • • • • • • • • • • •• • ••• 
Otl>tr E•fl'ftWI •. •• • • ••• ••• . •••• • , 

Olrea l'roll"tme llnd , Community s.m-. Publl• 
lnforu .. clon S..VI<•. 01c.I : 

5114a tin .,,d Wl!Olt • • • , , • • , , • . • • • •• • , 
Eou pmont end Other C•t>itll Eaoondlturn .• • 
Othm hpen'" .. . .. .. , • •• •. . .. . • 

Gr""'· Co"""""· #td Off>H Rnrnct'l<I Fvndt 
/Ind. Rn .. rdtl 

Sel• •ln end WOQlll ••••••••• , . • •.•• • • 
EqU<""""C end 01Mr Caoltol E•c-ohu,., • •• 
Ch•or• for 1no1rer:-t C01t n 11mburwmtnr to 

Generol Pund1 ....• , •• •• • , .• •...•• 
Oth1., E•P'tn ... ... . . , .• , .. . •. • , , , , 

Total • • • • 

SUMMARY OF OIRECT ANO INOIRECT COSTS 

Toi• 
Coots 

$130.<. 0 
5.0W 

12MOO 
100,000 
20,000 

70,000 
5,000 

60,000 

!I0,000 
J0,000 

900.000 
15,000 

380,000 

J00.000 
40.000 

80,000 
100.000 

$2,420.000 

FOR TH(! YEAR ENOEO __ _ 
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11n t/\11 lllunretlon, it It •numod '""all Iring• bonellll l • .. 111>1 VICtllon, l'Ck · ·- · · • nd hollOtyol ... ttMtod COMltttntl'( nv th• lnttltutlon .. h..iirect C0111, ""' '"" - ... 
c:h11ged dlrtcllv. 
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EXPLANATION OF EXHIBIT A·l 

SAMPLE INDIRECT COST RATE PROPOSAL FORMAT 

SIMPLIFIEO METHOD 

The column 101111 from Exhibit A u e brov~ht lorwud to this Exhibit. Indirect col ts ($400,000) ue divided 
by direct costs ISl ,800,000) to produce the rite of 26.6%. This nte 11expressed 11 a perc:enllgoe ol total direct 
cosh, Ins caplt1I expendlturn. 

11 considered more 1pproprl1te, the ute could be txJl(ened 11 a perc:ent1~3 ol direct 111erles end wages. To 
do this, Indirect costs would be divided by only the 11111111 and wages lnduded In total direct co111 . For example, 
the 11latln and wages shown Ir. lhe direct costs column of Exhibit A Is S l,290,000. Olvldlne this amount Into the 
Indirect costs of $4(1(),000 on the uimt Exhibit would result In an Indirect coat rate of 35. 1"-

Because all fringe benefits wert truted es Indirect com In thl1 sample propo1el, tl111t should be no direct 
cherge1 fOf fringe benefits on the qunts end contrecll to which the ult appll11. 

11,•• 

E>OlllllT A·1 

SAMl'LE INDI RECT COST OATE PnOl'OSAl FORMAT · SIMPLIFIED METHOD' 

T~•h lhhlblt Bl ••• , •••• •••• 

A NON-l'ROF IT INSTITUTION 

COMl'VTATION OF INDIRECT COST AATE 

FOR THE YEAR ENDED __ _ 

Toul 
Cotti 

U,420,000 

Coe>ltol 
E•twndhutH 

Othw 

ttl!l.000 = 

IAI +Ill • tl'jl!g.gg:j • 15.tnr. of totol ""ct corn I"' clfl(rll .. pondh••"· . . ---
' Thi• II • ...,,.,.. onlr, ond It not lfltMdod 10 r><HCflbo ""'thodo of chtrtlr•I cottt. 

Olroel 
Cottt 

1 1,800.000 _...,.,.,.. 
(81 

Indirect 
Coott 

.... ----------------------~~~~~~~~~---~-

EXPLANATION OF EXHIBIT B 

SAMPLE INDIRECT COST PROPOSAL FORMAT 

MULT IPLE DISTRIBUTION BASE METHOD 

Thi• Exhibit llhntrates the compu1111on of en lndll'f!ct cost ratelsl fOf en Institution with two or more direct 
prooram ectlvltles which do not tll l'f!celve services or benefits from lit Indirect ectMtlH to the same relative degr". 
The total eotts of e mulllple activity or91nl1a1lon •e first grouped Into the broad catevorl., of direct end Indirect 
ooats. The pools of Indirect costs are further grouped eccordlng to the direct progrems/lellvhles they service, I.e .. 
Community Serv1CH Actlv111.,, Fund Raising, and Resetrch. (For purposet of thl1 lllustratlon, assume that tht 
Federally spomored research Is Included In the R""arch ectMty.) 

Before this grouping 11 made, c:aphal expenditures and certain untl lowebla eo1t1 are ellmlnated in columns 2 
and 3. In addition, an edjustm.nt is m1de In the fourth column so that the treatment of fringe benefits In lht 
proposal m1y be con1l11en1 with the Institution's t reatment of hinge beneflll for Rneerch. (Thi• adjustment would 
not be necetury for Institutions which conslstently treat t tl fringe benefits 11 Indirect costs, as In Exhibit A. or 
~hlch ellocate frlnQI! beMflts oo their books to tll acllvltles or functions, 11 In Exhibit C.I 

Tht fifth column •hows the adju,ted flg11r111 for each cost conter. Noto that, 11 a result of the ed)ustment madt 
In column 4, eech llne Item In column 6 now lncludtt Its share of fringe benefits. 

The rexl throe columns show the 1djusted Indirect cost pools grouped 1ccordlng lo Iha distribution method 
cho1an. The Int column shows the adjusted direct costs ol each of the lm1l1ul100'1 functions. 

Set Exhibit 8· 1 for the eclut l distribution of the Indirect cosu and Exhibit 8·2 fOf the computation of the 
Indirect cost rates for R"earch. 
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SAMPLE INDIRECT COST RATE PR<l'OSAL FORMAT-MULTIPLE OIS7il1BUTION BASE METHoo• 

Frin90 Bentflll • • • ••. • . • • . •• . • • 
G........, a. Admini11111iw CDlu . ••• •• 
Qccupancv Cota •• •• • •... • .•••• 
Qe-prgiat1on • • • • • • • • • • • . • • • • • 
Loa on EmolCl't'H Cat.tor•• • •.•.•• • 
Oirft:t Com of Communo!V s.Mce 

Activhin ... . ... . ..... ... . 
DirTc:t Cont ol Fund R11rin9 ... • •• •• 
Oirec:t Cutts of R .... .,, • .• ••...•• . 

Total Com 
per 

Boolu 

I 5500,000 
500,000 
750,000 
700.000 
2 25,000 

) 4,000,000 
500,000 

1.500.000 

$7,975.000 

A NON-l'ROFIT INSTITUTION 

SUMMARY OF DIRECT ANO INDIRECT c·; .;rs 

FOR THE YEAR ENDED----

Lns: Lou: Ad)unmrr1 ~djunad 
Caoi!AI 

Eal»f1dl· 
Unallowol>l1 of F11n9'! To1ol 

ru .... • 
Com B1net1 1~ Cosu 

ISS00.0001 
ISI0.0001 s 1$10,000) 41.000 5491,000 

15,0001 ¥.!,CCI) 604.000 
• 125,000) 175,000 

9,500 34,500 

150,0001 352.500 J.J02,500 
38.000 S38.000 

180,0001 1,420,000 

1$1'5,0001 1165,0001 $7,765,000 

lndr..ct ~a 10 B• Olmibulld on 

Toral I Floor I No.of Dir Kt s-- Emolov-Coca 

$191,000 
$804,000 

175.000 
$34,500 

5'91,000 S1179,000 Sl",500 

Olrwct 
Com 

$4,302.!500 
538,000 

1,420,000 

sa.:zeo.500 

1Thit .....,unt indu .. t Ill lrlr191 bofttfits lncurTad by IN 1n1tltu1lon taCIPI thot1-lltlllllt10 d1r..:1 ,.,.,..,of rnowch. R- ch frir>te be<iefil'I arw -"*'In this illu1111tlon 
10 h ... bKn charvld dlrtcttv to tllt P<Oi0<11 and .. ind...i.d in IN S 1,500,000 "'°"'" • diHcl coca. 

1The loot on ErnotCl't'M Caf•te'11 i• tll• net flgure 1ft!lf offseni~ cai.Ttri1 lncomt. 
Jl ndudld in tllit ""°unt •• th .. 1 IVPlt ol unollo-• c .. 1110 ,.;,;en i'ldlrwct costl - allocoblt, In acc()(d1nc1 ""''"Pora. C. 2 of mt Coot Ptlnclpln. 
•on1v curr•nt eaPonditum lhould bt cori1ldtffd In-oping lndlrlC1 cott ram. Th111fe>r1, equipment I nd othu ..,ital htm• .. ududed. 
'Th"' unollo-blt com 1ncludl wch ittmo • ln1•nt ••-•· .,,...,.nment. charir.ble con11ibu1iono, 11c .. 10 which .,,.,.,,.,,. C. 2 ol mt Coll Principln It not OOPJIClblt . 
;The """"'nt ocludtd It th• d1Qroci1rion 1117•butablt 10 •Mii Un1neod from FodeBI fundl, or on Hu n ulfd for COii she<l~ purpo-
Thi1 1djunmon1 it ,__v to m1ln1aln contk11ncy of '""'"'"'" · dnc:t ontv ti.. •- ch cin>1tc11 ,,.._ t>ten ctwoed ditac11V '°' 1i.;r.,,... of 1r1,,.,. t>eNlltL IS• no1e 1, 

1bo .... I Tht 5500,000 11 .,;11rlllu11d in prop0<1lon 10 ell other -'" and -. " 10110 ... : 

S&W 

o.- & Admln1nmhl• s~.ooo 
Ocr:u09nCY 500,000 
c.fenrla ll0.000 
Community Sortie" 3 .000.000 
Fund Roltln9 325,000 

$4,255,000 

' Thh I• 1 ...,,p1. oniv, and io not lnnn<Wd 10 c>toteribt mett>odo f0< chergl~ com. 

Prrnnr 

8.~ 
11.B 

1.9 
70.5 
1.6 

100.°" --

Fr.BtMlill 
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59.000 
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36,000 

5500.000 
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EXPLANATION OF EXHIBIT 8·1 

Thi• El<hlblt demomt11tn how groupo of Indirect costt (n dovtlClll'ld In E•hlb1t Bl moY bt dhtrlbutod to the 
ln1t11u11on'111Y1nl functions, 111lng for 11ch group~ .. method of apportlomM!nt most app<optlllt to It. 

Tht lint thrN columm show the dlrtrlbutlon ol ll'nual and odmlnlilrttlve costJ, totollng $491,00'.l, btlod on 
tottl direct co1t1 nclusl•• of copltol ••ponditurt1 ond .,y other dlm:t costs that would dlllort Iha 1lloc1tlon of 
Indirect cott1, for -h of tho lretltutlon'1 functlon1. 

Tht next t!lrN columm dl1trlbut1 $9711,000 of occupency costs and dtp<tdllfon, baHd on tqUara fHt of 
ftoor 1pece occupltd by tho dirtet actlvltltt. 

Tht HVtnth, tf'1th and ninth columns c!istrlbutt the fo11 on 1mployM1' ctftttrl1 bnod on the number of 
ompoytt1 to whom tho cof1terl1 h ordnorlly .. 1H1ble. This would u1u1lly lnc1ud1 111 employ"' 111tlon1d at tha 
oioonlt1tlon'1 m1ln fec111iy 1t which the coftterla 11 1ocoted. 

These groupln111 and melhodl of 111POrtlonmmt ' " thown only n 111111ttatlon1. Other grouping• Ind mtthodl 
of tpponlonm.nt may bt Ultd, II moro ~pprop<lata to tht ICluol clrcum1lancft of • glvon noo11roflt lmtltutlon, 

EKlllllT 1·1 

~AMPLE INOtneCT COST RATe PROl'OSAL FOA~IAT . MULTIPLE DISrnlOUTION 8115e MHllOO" 

A NON.PROFIT INSTllUTION 

C0tt""'1i'1lt'I' S•r.I~ • "4,l0:1,500 (II U 
Fu••<lnohlnt • • • • llJl.000 UO 
"'-"' • . . . • . • 1.4ro.ooo n.1111 

DISTAl8Ufl0N OF INOlllECT COSTS 

FOil TU£ VEAR ENDED --

Oh1,lbu1I04'! 
ol lndlfllt l Squ.,• '"' 

Com 

$331,418 
47.111 

111,390 

48,000 
0.000 

74,000 

00 
10 
JO 

SSll,400 
91.800 

:1113,100 

Tolll . • • , • • • S0.260.500 100 00 S4Dl.OOO 00.000 100 19111.000 

643 

• 14' 

100 

71.51 
1.14 

11 .:111 

10000 

1'9.187 
JVJ 

1,3•& 

stSl,&17 
140,&19 
417,404 



EXPLANATION OF EXHIBIT 8-2 

Thlt Exhibit showi how se111r111 11tn for 111 1ellvlty (11111rchl conducted 1t Ill Institution's m1ln f1elllty 
(t..,,.llttl 111d •t remote locations (off·tlttl mty be dtvelo~d. The 111u1nptlon 11 made lh1t occuptncy colts hive 
L,en ch11ged directly to the Olf·1ltt r11111dl pro!-ch, In tht form of rent. In -6dltlon, It 11 nsumed th1t the 
tr~oyMt ll1tlo11ed 1t off.slit locttlons do not u11 lht tmployen' c1~111l 1 to 1ny significant utent. 

A lltt component 11 compultd IOI' ttch of tht thrff Indirect Cott oroopa tppllceblt to rnttrch. Tht tmounll 
.,.,. ltktn directly from bhlbll 8-1, Since G-r•l end Administrative c:otll (S111 ,3691 "' tllocable to tll meudl 
poftcll, tht beM for the rttt c:ompoNnl lncludn 111 drtet retetrdl 11lttln tnd w11ges (S994,000I. Thlt rnutts In 1 
11t1 component of 11.2". Ocaipency end Otp1td1tlon (S293,700l 1nd tht Lou of Employee C1ftterl1 IS7,346l 
.,, rtf.itd only 10 tht on·slto direct rtMtrch 11l11lts ind w1gu, 1nul1lno In rttt components of 38.7" tnd .9" 
rt11*:1lv1ly. 

Tht on-tlte rtstlfch 11te, 48.8", ls the 1unl of 111 three file components. TIM olf·1lte file, 11 .2"· ' 'simply the 
0.111111 Ind Admlnlstr1tlv1 1111 component. 

Thete 111n "' • II expressed 11 rerwnt .. of lllrect rtturch lllltrltt ind WllllfS, Other 11t1 1>1111, such • 
dlrtet r1111rch 111111111 llld WIQll plu. tppllc1blt fringe bentlll1, or tottl direct resurd1 costs Ins coplt1I 
txpendlturff, mt y bt uttd II mort 1pproprl11t. 

II the rt we111 no ofl-1lt1 r1111rch, or II th1 tmount of off·tltt rt1tm:h wert rtlatlvely 1m11I, 1 single composite 
rite for Ill resHrch pro)ecll would bt dtvtloptd by rel1tlng tot1l rt111rch ltldlrtct c:otll to the 1lnolt rite bite 
chottn. 

This Exhibit refitet1 tht development of lhe 11111rch Indirect a>1t pool ond rate only. Should 1n Indirect cott 
rat1 be rtqulrtd for t ither Community Strvllltl or Fund Rolslno, 1lmll1r 1chtdul11 lhou?d bt prepertd 1ubstltutlng 
the distrlbutlon1 to tech of tht functions 11 rtfitcttd In Schedule 8 ·1. 

llCHt•tT•·2 
SAMPLE INOIAECT COST AATE PROPOSAL FOfllMAT. MULTtrlE-OISTRlllUTION BASE METHoo • 

A NON· PROFIT INSTITUTION 

COM,UTATION OF INDIA£CT COST AATEI FOR AESEAACH 

0-tl ond Adml•lollott.. Co"t , , , , • , , , • 
~ ond Ooptoc.lo11c>n ••••• • • •••••. 
Loft •• £molo...-•' c.1 . ...... .. ..... .... . 

To1ol .................. . ...... . 

FOR THE YI AA ENDEO ---

1nc1koc1 °""' 01t111>u1od 01roe1 n-ch s.ri. 
10 ,._di onJ w- Bo• 

""·"' 29J,700 
7.ltS 

'4t2,404 

o"''''' "''' 

11.n 
)11.7 

.I 

48."" 

Oll·tko Rolo 

11.711 

11.711 

1 tnc:~rloo _.11o11t, tick '-•· oncl holldeyo INolo: II WIV 01hor lrlnot booelllt "'" 10 bo l11Clud..t 111 lh• r• I• bo,., do1ollt °""uld be 
provlclod.I 

>111e M4,000 dC1ocl •-ch ooiarltt llnd - utod In 111' etlculotlon ol lho 0 ...... 1 Admlnlt1ro1lvo ltl• compononl lnc:ludoo ballt 
on..i,. ond oll·•l!t ....... ond -t. C.'111110 dhcl •-ch cal0<ltt ond -· ol 11114,000 .,, nol lnclud•d In lh• bo,.10< cotculollon ol 
!ht~-,. •• Oopcoc:L>1lon ond l .. on fmplov- · C.lt111!1 r•t• COmf>O<l•nlt • "'Pl•lnod """"'· 

'Thlo 11 1 ....,P• only, ond 11 nol lnlond<d 10 "'"'"Ibo mtlhodt 10< ch0<glno c011lt. 

EXPLANATION OF EXHIBITC 

SAMPLE INDIRECT COST PROPOSAL FORMAT · DIRECT ALLOCATION METHOD 

The ~1oposal format ntustreted In this EKhlblt Is sulttble for those non·proflt Institutions which elect to 
ch11ge dir~ctly to their programs lfld activities •II eotts eKcept those ldtntlfl1ble with the gene11l edmlnl1t11tlon tnd 
fund u lslng functions. Th• system used by such lmtltutlons 11 dtscrlbed In Stctlon II of this brochure, under the 
htedino "Direct Alloettlon Method." For lllust11tlon purposes, 1ssume thtt Fede11Uy 1ponsored progrems tre 
Included In the Resetrth ectMty. 

The first column II~., tll tKpendlturt1 mede by the Institution, whether from general or restricted fullCS. In the 
second column. cepltal upe1::fiturt1 end thou types of unellow1ble costS to which Indirect costs ere not ellocablt 
(per p111. C.2. of the 1:011 Prlnclplesl 111 deducted. The remalnlno com t r• dlttrlbuted Into columrii thtt Identify 
Generel end Admlntw1tlve Expen1e1, Fund Reising eK~nset, and "expensn Or etch Or the Institution'• dlrtC1 
ptogrtm1 ind ectMtlu. Thi d11slflcatlon Into thno cetegorln may ordln11lly be Uken directly from the 
Institution'• fln1ncl1I sl.1tement1, Community Action Agencies mutt r1duce the com lhat have been distributed to 
the column for Gene1·1t and Admlnlst11tlve Expenses by any funds recelvtd under Se~'11on 221, Economic 
Opportunity Act of 1964, 11 amended, which were required to be eccounted for by the Office of Economic 
Opportunity 11 Accoun1 01 fundt. 

The column totah ere carried to Exhibit C· 1 for the computttlon of the Indirect eott rate. 

The methodology lllustret•d by thlt method must be followed by those Institutions which use the Sttnd1tdl 
of Accounting and FJ.iancl1f Reporting for Vofunrery Health find Wefflf'f Org1nlr1tfons when reporting to 
non·federel agencies. 
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EXPLANATION OF EXHIBIT C-1 

The totals for General and Administrative expenses 1nd 111 other costs are taken directly from Exhibit C. 
General ~nd Administrative expenses ($62,200) Me divided by the toul or All 0-"'>er CostJ ($637,900), resulting In 
en Indirect cost rate of 9.8'l!t. Thk rate is expressed as 1 percentage of 10111 direct costs. leu capital expenditures. 
However, if the institution ls 1 Community Action Al/t!ncy, then the General and Administrative expe~ ($62,2001 
must first be reduced by any funds received under Section 221, EC«10mlc Opponunity Act of 1964, as ame~d. 
~ich -re required lo be accounted for by the Offict? or Economic Opportunity ai Account 01 funds. 

As In Exhibit A· 1, the rate could be ex!>fused IS a percentage of 6rect salaries and~. by ining as the 
drnominetor of the r!lte computation only the salaries M1d WageJ Included in the $637,900 of All Olher Cotts. 

fJOe91TC1 

SAMPLE INDIRECT COST RATE PROPOSAL FORMAT· DIRECT ALLOCATION METHOO' 

A NON·PROFIT INSTITtlTION 

COMPUTATION OF INDIRECT COST RATE 

FOR THE YEAR ENDED ---

c;.__, .,,.i Ad..,;ni1tntMI E•-

Alf Othll' Costs 

ProvrwnA •••••• • •• • •••••• • . •••.••••••••••••••••••• . • • 
Pr(9am 8 .......••. ........ . · · · · · · • · · · · · · · · · · · · · · · · · • 
R.,.etchProgr.m •• •••• •••••. • • • •.•.•••••••••.••. •.•• • ••• 
Fund Ro;,lng • • • . • • . • • • • • • • • • • • • . • • • • • • • • • • • • • . • ••••• . • 

A+ 8 • .~ • 9.11% of totel C.roct eotn. l•ts c.pltel upendhurn 
..... 7.900 -

S311.."'40 
70.055 

101.525 
154,0llO 

I '62.,200 

I.Al 

637,900 

181 

1 Community Action Allf"Clft ITN1l r1'duc9 th• G_,el Of1d Adrnlnktntlw Ex- totel by ony ollo-bl• eottl bomo 
by S«tlon 221, Economic Opportunity Act of 1964, u ommdod, wlllch _., nqulred to bo oeu>unted lor by tt>o Olllco of 
Economic Opportunity• Account 01 fundl. 

•n.1t 11 e .....P• only, and h not lnt1nded to -Ibo nwthods ror charging cortt. 
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EXPLANATION OF EXHIBIT C-1 

The totals for General and Administrative expensn 1nd all other costs are liken directly from Exhibit C . 
General and Administrative upenses (S62,200) 1re divided by the :otal or All Other Cosb ($637,9001, mulling In 
an Indirect cost rite of 9.8%. This rate Is expreued IS a percent• of total direct c:osts, less apltal expenditures. 
However, II the lnnltutlon Is 1 Community Action Agency, then the General and Administrative uperYis ($62,200) 
must first be reduced by any fundl received under Section 221, Economic Opportunity Act of 1964, M amended, 
v.tilch wete required to be accounted fnr by the Office of Economic Opportunity as Account 01 funds. 

As In Exhibit A 1, the rate could be expressed 11 1 peroentoge of direct salarln and wages, by using 11 the 
denominator of the rate computation only the saluln 80d weges Included In the $637,900 of All Other Costs. 

llO•llTC· I 

:!AMPLE INDIRECT COST OATE PROPOSAL FOAMl'.T ·DIRECT ALLOCl\TION METHOD' 

A NON.f>AOFIT INSTITUTION 

COMPUTATION OF HlDIRECT COST RATE 

FOR THE YEAR ENDED ---

G• nlft4 and ildmlnlll,.11"" Eapen- . .•• • , • .• , •. .•. • •. •• , • • ••. ••••.. • .• . • , • • , , 

All Ott. .. Com 

,,...., ... ···· ········· ········ ·· ·· ···· ········ ······· 
Pr.,.am8 , • • •.•• ••.. . . • . • • • • • • • • • • • • • • • · • • • • • • • • • · · · · 
n ..... 11 p,...,.,,, . .. .. .......... . ...... .. . . .... . . . . ..... . 
Fund Rahing ••• • • • ••• , • • , •• •• • , • .••• . • •• •• • , • . • • ••••. , 

lndi19CI Cntt A•I• 

A + 8 • sll2·= ~ 11.11% of lotol dlroct co111, l111 <llllltol optndlluret 
1. -

S312.240 
70,0&S 

101.625 
!M,080 

I $82,200 
= 

IAI 

1137,900 

IOI 

'Community Action Agenda• mutl ,..,.,... th• o-.i •nd Admlnkll•tl• • ea_ .. IOtol by ony 1ll0 Mbf1 COlll botM 
by Soctlon 221, Economic Opportunity Act of 19114, H •mended, ...,Ith _,. roqulrad to bo accounlad lor by tht Olllco of 
Econnmlc ()ppoftunlty .. Account 0 1 f~Nh. 

'lhl1 It1 ••"!>I• only, •nd It not Intended to f"HC•lbo mt1hodt for charging cntt•. 
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APPENDIX 2 

PROCEDURES FOR SETTLEMENT OF INDIRECT 
COSTS ON DHEW PROJECT GRANTS WITH FINAL NEGOTIATED RATES 

Introduction 

The purpose ol this Appmdh1 Is to define procedures for lmplementir.g requirements of Chtpter 6·150 ol the 
liltEW Grants Admlnlstrttlon M1nu1I. The ch1pter relates to the award and settlement ol Indirect costs on 
DHEW p<oject granu ind the method for effecting Hlllement of claims for unrl!CO'lered indirect cosh resulting 
from the e1teblishment of fln1I nt90tlated ratu. lnst ilutlon1 receiving grant support from the Department of 
Health, EduC.ltlon, and Welfare muu abide by thcH procedurtt in the preparation end rubmlnion of the 
Summ11y Report of Expenditure Adju1tmont Sheets 10 that the revl~. valk41tion tnd aubsequent Hlllemenl ol 
11Ubminlons mty be accomplished In a timely m1nner. 

Gr.,ta to be Reported 

A. When a final Indirect coll ralt Is established, the grontee Institution Is expected to Initiate any llC!jullmonts 
resulting therefrom. Refcronce shtJUld be made to tho subsequent section of this Appendix, Method of 
R~portlng, to determine the procedures lo be used In Identifying grants req!Jlrlng adfustment. All project 
9<1nts governed by 1 llnal Indirect cost 1110 negotiation agreement shall bo reported whether en adjustment Is 
due or not. Upward lldjutlmerttr wlll not be considered If a final Report or Expenditures has not beon 
pteYlously submit led, 

8, Certain reseerch g<anu tre subjoct to st1tuto1y or administrative !Imitations IS Indicated: 

I. Grants wllh 1w11d dates from July 1, 1966 th1ough October 17, 1966 are llmltod to actual lndhect costs 
or 20% of TDC, whichever II the le11er. The tlmlt1tlon Is ellectlve only for the budget period of the 
award. Related continuation grents wlll follow the policy st1ted In paragraph 8 .3. below. 

2. Continuation ind competing naw tnd renewal gr1nts 1w11dl!d October 18, 1005 through Febru11y 28, 
1966 are lhnl tod to oax. of 11etu1l lndlrtct cost1 or 20X. of total direct co1ts. whichever Is tht lesm. 

3. Continuation gr1nB related to pro~cts, the Initial yeor of which WH ow11ded prior to Merch 1, 1006, 
shall ho ll01lted to tho 111111 of 90'll. of rictual Indirect costs or 20% of tot•I direct co111. 1 t should be 
noted that the aw11d d1t1, not the st11 t d1te of th• budget per iod, Is controlllno for purposes of 
llotermlnl1111the1ppllcable time period. 

~. Gr1nts thll received a reduced Indirect cost ewn1d duo to the 1bsonce of 1 negotiated Indirect con rate 
&g•cement wlll heve .Jjuatmenls computod on 1 pro rota b11ls subjoct to the number of months lndlrtct 
cosu w111llowed. 

C. Institutions with flod or predetermined 11tu may stlll be ellglhlo for sottlement under thoso proccttlu1t1. The 
attorla for de1011nlnlng settlement ellglblllty Is b•sod upon the o<•ntee recolvlnv full lndhocl co1t entitlement 
for Heh riuallflell grant using tho tpp1oprl11e negot lall!d ratei lor Iha g11nt petlod Involved. II lull Indirect 
a1111 have not been received, then the 1umm11y ll1t lng\ \11oohJ be completed and submitted In ncco11J1nco 
with the procedures eontalMd In thh Apr1endlx. 

Porlod to be R~po111d 

G11ntoo1 shill UM the Surnrn11y Adjustment Sheet for •II grant budoot yoers beolnnlng on 01 aher July t, 11105. 
Adjunmonts shall be reported lnr lormln1I yurs ol grants 11 wall 11 preceding yenrs. So111rntn Sumrnn1y 
Ad)ullrnonl Shee ts 1hall he submitted lor ••ch f1dor11/ flte•I yiMr and wlll con tain grants aptrllcalilo lo that yanr 
only. 

Method ol R111ortlna 

A. All proJoct v11nh will hu listed on thn S1rrnmuy Roriort ol Exriondltur as Atljustmont Shoot In llCtortlnnco 
with lhe hrrr11al 1h11wn In tho .unchetl A11110111ll~ 2a. A seriarnlll adjuumont 1huot wlll I.lo preparml lor onch 
Agcmcy for anch ft1dr!t•I flscal ytar showing only those g1•nts having • budgcit rr~r lot! 1t•fl within 1 hn1 llscnl 
year . Gra1111 shall ho •rrM1gu1I In nurnnrlcnl order by tnnsacllon numh<11. Whan mnra than ona r•te op11lles to 
the urna gra111 butluol year , tho nr1011 data ftppllcahla to each rote""'" must ho 1hown on snpuate llnftl CJI 
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the "me page. Expenditures are to be shown to the nearest whole dollar by roundln9 upwa• .:s for S.50 or 
above and dropping amounts of S.49 or less. The columns headed "IC Adjustment," "Cost Shv'ng" and "Net 
IC Adjustment" shall be totalled for ~u:h A~ncy. As 1 fu rther 1ld In identifying Information r~rr ested under 
the summary report headings, explanatory footnotes have been Included on the sample report form. 

B. To auist gtmtee Institutions In reporting project grants •nd expedite the proamlng of Sumn•ary Report of 
Expenditures Adjustment Sheets, the N1tlon1l Institutes of Health wlll provide separale tabulated llsts by 
F~r11/ fiJJCa/ yHr of NIH grants and grents from certain other organizational compoMnh of the Public 
Health Suvlce subject lo adjustment. Listings from this source wlll be forwarded and will be In the same 
lorm1t 11 Appendix 21. Sufficient splCe will be provldl!d bene.th nch heading for Insertion of required dau. 
The grantee may return reprnducl!d copies of thh form as Its completed submission. Due to the po11ibilltles 
of omis.slons occurring In such llsting1, the re1ponslblllty for reporting ell project grants remains with the 
grantee. It will also be the responsibility of the grantee Institution to prapare separate adfustment sheets for 
each DHEW agency not reprttented on the tabulated fists provided to It by NIH. 

Accoontablllty of Settlement Funds 

A. When validation (by DHEW Agencyl ol the Summary Report of Expenditures Adjustment Sheets for uch 
fiscal year or series of fiscal veers has been accomplished, the 1esultln11 payment or collectlon of lunds for all 
DHEW Agencies will be handled through the Office of Financial Management, National Institutes of He1l1h. 
A single Trusury Check or Bill of Collection wlll be sent to each grtntae Institution based upon the net total 
dollers of lndl1ect cost lldjustmants s1Jbmltted and approved. All flnancfal transactions wlll be processed 
outside the Departmental Federal Assistance Flntnclng Systom rather than through normal grant 
payment/collection procedures. Therefore, to maintain o ieconcfllno balnnce with g1en1 funds previously 
iecelved from DHEW, grantee lnn ltutlons sre Instructed to chtrgo 1n eccount other than the urlglnal grant 
acGount with any Indirect cost 1ellloment funds rece ived 01 disbu rsed. Supplemental award nolicos wlll not be 
Issued lor llpwtrd odjtntments. 

8. Allot the lldjustmont sheet Is 1ubmltted, neither lnc1oasos nor docreaso1 In Indirect costs duo to the 
appllcatlon al fln~I nl!llotlnted ratos 1rc to be teflcctcd In 1ny way on Individual Report of Expenditures 
previously submitted and/or processed. Adjustments to direct costs wlll contl11ue to be reported In tho usual 
manner. 

Tnnsmltttl Rtqulrem.nts 

A. When flnal Indirec t coil 1ates 110 nQ1Jotlatcd, tho DlfEW Olllco of the Roglon1l Comptroller wlll remind 
grantees of the rcqul1cmont to submit a Summnr y Report a l ExpondhurM Adjustment Sheet within one 111 
yoar from tho date ol execution of 1ho neqollatlon 111Jreement. If Summary Roporl of Expenditures 
Adjustment Shoots arc not received within the lime llmltnt lon, u11w11d 1dJu11ment of lndlr•ct cosu wlll not 
be comldered. 

U. The guntoa wlll prepnto an orlgln1I and two 121 copla1 of the Summory Adjustment Report, cortlly to the 
oco111cy and complotenon uf tho date reported, and forward to the lollowlnp 11ldron: 

Dar1artmftnt of tlenlth, Ecluc1tllon, andWntlnrc 
Natlonnl lr11tltutes ol 1 lnnlth 
Olllco of Financial Man•uumont 
lndltect Cost Ma11n(JCmont Soetlon 
Dulhllng J 1, Ronm D 1007 
Ootho1da, M11ylnnd 20014 

Acknowlndgn1nant wlll hd "'"' tho grontoo lmtltutlon 1111011 1ocolpt of their sohrniulon. Coplds of thn 
Summary Adjmtmnnt Re11n11 wlll be dlstrlb111od by Nill 10 tho nppllcahlo rt~glonnl Aurllt Olflce and to ench 
nw1rdlno Auuncy. 

C. Dheel ln11ulry reQ<1rdlng tho subject metorlal contained heroin may he m111l n hv contacting thn Indirect Cost 
Ma nnuumont Section on (301) 41l<1 ·6:lt!l. 
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SUMMA"Y REPORT 01' EXPENDITURES 

AO.lJSTMENT SHEET 

, ...... _ -V~!!~i~ou~•~--------
....._ Any-•. U.S.A. 

l/C Ra• Al-a.. ,.....,.1-:11,,.1.....,.~..,.....==~=:-: 
M,...,_. ,..._ (,_f, Fl_, v-1 711/86-6130/8' . 

Gront ""'mbtt • Grtnt &u•t Period Allo..at>jt Coll.,_ Fina l/C Aatt AU-- l/C Ptld llC TunMCtion Numbtt 
Gortemint Caw From To TOC 54W Tt>C .,., 54W ·ll. IC Amount Ptt ROE Adjust,,..., I 

111 121 131 t•I 151 161 
N1tionel tnlti· 

tut11of Heefth 

IAI 01°010000 l·ROt0HE·IOOOC>01 11/1/66 7/31/96 $20,000 sa.ooo •O.OO SJ,200 Sl.<IOO S800 

181 02·020000 !>-R01·HE·~ 311/116 21'11181 20,000 8,000 t!IOll.xlO.OOI 2,llO 3,900 (1,4'°1 
GO 311185 

ICI 01°030000 I 0ROUM-600C»O I (fl/56 3131/87 20,000 B,000 eo.oo •.aoo 3,200 1,800 

trll 01·031000 l·~Ol·AM·(OOOl>Ot 12/1/65 11/30/M l(I 000 8.000 20.00 •.ooo •.ooo 4 

tEI 01·040000 l ·R01·AM·5000001 5/1/18 (130/87 20,000 a.ooo (().OO 3.200 •.ooo ~ 
~ 

NOTES: 
ucno"'I ·Prop .. _. .. ldfuat,..nt .-1 ror •- Aft«tcy fOfflC8 of Ec1Uce1lon, NIH, Sia, tic.I. Sii- emouna to nc-t-• dOllot. 
111 Obtlin nu- from- 1111-1; """'ti In nutMriCll onlef by llw digitl of tren-Uon nu-. 
121 c;.,..,nlnt 01'9 • F0<C1>ntlnulnt P<OIO<U f0<wllldl tllt0<ltinll - -..- btfOl9 Merd1I,1916, indlcatl tmfct-.ld .... 
131 A...,,d 111-.blt COt1 I>.- dl-ll>lt to -t: If"- dflltro111 from TOC ot saw, 111111 ll'lt fonnul1 Ultd. 
141 si.- 1 llne tntrf f0<- dlff-nt lndlrtet coot rt• Ultd for 1 -t. 

Coot Not l/C 
$1\tring ~· 

t7l 

"°" S1IOO 

4 l1.4"IOI 

BO 1,520 

.(I. .(I. 

~ 11901 

~ ~ 

151 Tho 11,.....,.1 IC -'"t 10< ""'"11 ••bf- to •WUIO<Y 0< ldmlnl11,.dw llml111tlont sllould ,,.,_only tile 1.-int Ill-• up 10 !fie llmluuton. The Ill-• 1m01Jn1 
In ow. Int- should be foomo1td t nd upllinld. 

181 A--'"'~ lnOlttct -I paid to your lnnitudon •,,.,_on 1111 '"""" f-1 of .. pendliu-. 
171 II cort slltring - reftoewd In""""- lndlr.ct CC8t .....,..nt clti....0, cotnoutt-m 10 tn19f In !Ills column bv multlP4yln9 dall1n ol IC atjustmen1 "cost Sll•lnv tal8. 

Of1'"91fd 11111 column If., lnnitudonel a>tt lhtrin9 ,..tnod 11 ultd ,.thtr tllon Cort 11\eting by lndivldull .,..,t fot tlltl porlod lndlcattd. 
181 Aott tln<NtM 311 mtndtlO<V f0< uoo on 1ll ;r1n11-docl If tor July 1. 11171. A- lliem111.,. 3 "'"""' t11111nt lndlr.ct co11 r11n ntabllslltd for tr:• porfO<J In w111cn 

diroc1 ••Ptndlturw .,. ICIUtllv ..-.. .,Olitd to 1n- upondttu ... Thot ,...,. tflet _, 9n111 budget v- 11111 cso. not coincide w1 1n 1 grentM'1 tt...i voor will 
ol>W'(I n ... ,_ lndlrtetCOlt rotnfl>Pll-tottdl """tbud9ft v-. Prlot to July 1, 11171, --could ..... lltct to .... ottn .. A118oltwll1tlw 20< 1. Aott 
oltomotlvt 2 roquirod 1n11 tllt lndlroct cott rm ottllll lslltd for tn• lltc:W ponod In ""''en tn• _....... .. Un 1111111 ol tllt 911n1 budvtt v•• OCX1lrnd - IQl>lltd to 
111• .,.,,,. gr .... 1 budgtty-. Al to tittrnetlvt 1 .-quired~ Ill• lndlroctcost rolllfttlllllltfled lot the 11 .... v-in ,.,,,en tlMl -1 buOgoty-boQoti be OPC>litd to the 
ontlro 'lrlnt buOQOI yoor. 

(Al Provhlonol rtl9 ol 3°" saw- flnollrtd ot '40!l saw (IC 1.-int ualn9 llnal ,.t• l1 ln11nen ::0. TOCI. I"""°" Cott•tv lhll tM - lnlonnollOf! II true, 
(01 ~~c:i:::-: ;~wi'. 5°" S6W - llnt llrtd II 3°" SaW l!l0/20 pOlfey _.,., dalm llmiltd to~ X compi.,o ond axurolt 10 lllO- ol my k""""'°9t #'d 

f. 
l 
f 

(Cl Provhlonol t1l9 ol '40!lo saw - llnollrtd tt 6°" S6W Icon Sllored l!lrou!lh lndlvidull cmt tflerin9 :NI n1>1n1!111lln ,_.od h _ _,mid• in ..-.i.nco ~ 
a9f~t .. 6• of totlll project COttll. wh~ lllOf'OOf'iete _,_,, Poflcia Ii~ 

tOI Prcmtlonal ro• ol ~saw - llnolllld 11 7°" saw t!I0/20 Polk:v IQllll•, dolm llmltld 10 2°" Tt>CI. "; 

IE_l_P_•_ovl~ll-one~l-r1-tt~ol-5°"~-..sa-w~-,-.~fl~no1-1nd~-·1-~r~-sa~w .... 1•co~n..,,."'_•"r9d""'5~,.~111~11>1i911 .... ..,.lnd .... ~~lduol~l""lcoot"'"~""'~~""""'""'~""',......,,..,...,,,...,..,.,,.....,,....,.. ......................... _ , ,·.: 

._,ne _..,.11. s1n11u11 a T11i. 0111 
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SUMMARY REPORT OF EXJ'ENOITUAES 
AO.AJSTMENT SHEET 

l/C Ila• Al-dw 1 (81 
...,;....- r..w "=-.,...,--. F"'1-_.""""'v"'"---,1-=-11"'1""/fJ6-=--..,.6/"JfJ/==w t,.VGl1MM ..:V"'w-.==--------

""""- A....-.. Vs.A. 

c ..... -. Cnnt 11ud9rt Poriod All.,,.oi»t Cou S.. Final l/C R•,. All.,,.11>1« 1/C "8id 11:. Tr.......::t!Oft Hutnmr Gow..--.o ... From To TDC SAW TOC ·1' S6W·ll IC Amount Pw AOE Adi.mn-t 

(11 (21 (JI l •I 151 Iii! 

'""""" ,,,.... 
tlM:I. of ......,°' 

IAI 01.010000 1·R01·HE· 100»01 il/1/115 7/31166 rnl.000 sa.ooo '°-00 S3.200 $1.400 S800 

tBI ()2.02!XX)() ~R01->;£.2()0()GC2 311/66 2/29/57 20.000 8.000 l!IO'blO.OOI 2.1tl0 J,eoo 11.<MOI 
GO 3111115 

ICI 01-030000 l·ROI·"'"'~' •111&15 3131157 20.000 8ro:l0 l!0.00 4,llOO J.200 1,eoo 

llll 01-031000 1-AOl·4. .. ~1 1211/SS 11/JQ/66 20000 8,000 20.00 4.(XXI •.ooo .{). 

IEI 010-0000 1·R01·"'"'·5000f)01 511/&e 4/J0/57 20,000 8,000 '°-00 3.200 C,000 UIOOI 

..!.!!?. 
NOTES: 

Gonen! ·I',_.-.. .s;urtmtm-10< •Cf> Afl/llftCY (Office of E<Mc:.tlon, NIH,SllS, tll:.I. Sh_.._,nc1to ne- t....nole dollar, 
11 J Obmin nurrDW from ......-d SUW1"N'nt: •fl"Wt91 rn numeriClll orotr by fi w ditib of UW'tMC'tion number. 
111 eo-rM"9 o- · Forcontinui"9P<Oioet1 lorwllich ltl• ~na - - mode bef°"' Men:n 1, 1996, indlca• mole- dote. 
13' A...,,.d .. , ....... coot - .,,_,, IO grw1t; ;f - diH.....,t from TDC°' saw. ttaUI - formula UMd. 
!Cl Sh- a liM Of\lrV f« M01 diff...m indiACt CDtt rae UMd let a -t. 

APPENDIX 2:11 

Cos1 Netl/C 
Sl\orint 1<1i.mn-. 

111 

$.(). saoo 

.{). 11 • ..01 

Ill 1,520 

.{). .{). 

~ -ill!!!. 

!:2.- ~ 

151 Th• ol-• IC .,,_nt f0t ll<W'tl llUClject to....,,....., o• edmlnittmiw limitMiono ir.ould ,,,_ Ot'll'I' IM"'"°""' o11..- up to en. limfwfon. The all.....,.. .,._nt 
in i:ww immncn t11ould lie footnoatd ....s •xcHlined. 

161 Rocard - nt of indi<wt ... , p.;cj IO your inrtitution •.,,_on It>• ennuel APOrt o l u pendnirw1. 
171 :I con..,_,,,. _ n fteatd in~ indiACt can -nt c1.;met1, compu• lftV.lUnt to mnr In ltli• column by multiplying dollon of IC adjus1ma111 x cast lherinQ r- . 

Oi.._.i "'''column If an lmtiniti- coat ..,.,"9 nwttlod bu...,,.,,.., .,,.., con 111\erint IJ'f individuol -t for tne -iod lndlcatwd. 
t BI Ra18 .. ,...,...,;,.. 3 b ,,..,_.....,for - on oil granu-- .,.., July 1, 1971. A.,. elta'Ndve 3 mun1 ltla111>0 indlACt colt rwtot .. C8bli•l'led for"'' period In ....,leh 

diroct ~l!Jra .. "''''"'""'mode .,.. .,..;.., to.,,_.,.,,.,..,."',..· Th• ma- INt--• IM>dgot v- t11•t doe not coincide wim a --·1 lisat yew w;11 
"-' ,,_ ._ l..Ciroct con ratn-lc:Oll»e to • ldl _, budpt v- . Pri"' to July 1, 1971, --could lllO ottct to,_.,.,,., Rote 11-1 .. 2 or I. Re111 
., ,,.,.,,.,,.. 2 nQUtrtd !Mt..,. indiroct CCl1,.. •Ubli - for tl>e 11 .... 1 Po<lod In M ieh It>•_......., .. lln timel o f It>• erent budlOt y- occur"d - ooe>lied to 
IM"""" ,,..,t.,.,..,... v-. Rote olhmotive 1 t'tQund tllot ine tnditKt CDrt ram ftatll l- for"'" 11- v- in ""'icft "'° grent budgat v- bo9of1 bo -;eci to IM 
"""" ront INOvot v-. 

(Al Pn:M11«*,.... of 30$ saw- finolt.ed ot '°" sa.w UC omount Uli"9 l inol ,.... ts '"'"'"' 2°" TOCI. 
181 Pn:MtioMI,.... ol 5°" sa.w - final iao H ~ sa.w 190/20 P<>'icv KIC>liel, ~m limit9d IO~ .c 

finol,....:a$6Wl. 
ICI ,.._...,.,.. ,..,. ol 6°" saw - flnaittd ot ~saw (eoot ,,,.., 111rou911 ltdv- can ,,,wing - t · 5!1'. of tout"""°"' coct1I. 
101 Pro.isianol,.... 01 ~saw - r.n111ud n 70!l saw 190/20 P<>'lcv -''-· dalm 1~-niad to 411!1'. TOCI. 
IEI Pr"'19onal,.... of 5°" saw- ron.11..., .. 40!' saw r ..... .....s 51' "'""""' indMdwil .-

11-...n..; .--.1. 

I hiHIDy ctn1fy tt'lft tM ibowt' infOl"fNdon is u-u.. 
~--••totho-olmyk~..r 
"""'•.»ndi..,,. .....,,, .. ,,.,. °""~in~ 
wi~ ~ • .,,, PGI'°"'-
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NEGOTIATION AGREEMENT 

NON-PROFIT INSTITUTIONS 

INSTITUrtOtl : Comm11110111111 /1ec1rtll1 t111.o of 
Rffi011ch l1bo111orl~1. Inc. 
3738 · 9th Slrftt 
Chlc1gn, tlllnols 80638 

FILING llff.: This rtploct1 
N990tlatlon Ag<~emmt 
doted Augmt 4, 1974 

TM lndlr«:t eott 11toh) contelntd horeln h tor UM on ll'•nts end contJacts with tht Oepallmtnt of 
Health, EO..C.tlon, end W1lla11 wb)tct to th• conditions cont1lntd In Section 11. 

SECTION I: RATES 

Elltctl•t Period Applluble 
Type ~ ~ Rott' lout I~ !2. 

Final 111n3 12131nJ IU" All All Pr0911m1 
Flnal 1/ln4 12131n4 17.4,,, All All Pr09'1m1 
Pro•hlon1I 1/ln& Unlll Am1ndtd 17.4% All All Pt0911m1 

'lllM: Tot.II direct sal111fl and w191t uc.ludlng fringe ~nano. 

Trutment ol Frlngo Btntllts: Frl090 benellts •1Jl>lle1bla lo dlttet u l11ln end WIO'K ore tr111td 11 direct 
COlll. 

NA-llN) 
9173 

66 

PINK 

. 
1, 

SECTION II: G•n111I 

A. LIMITATIONS: Uoe ol the 11toh) cont1lntd In this 191tement l1 sub)tct to 1ny llltutory or tdminl11J1tlvt 
llmltttlon< tnd Is appllcoblt to a Ql•tn g.ant or contract only to tl>e uttnl th1t lund1 111 av1ll1bl1. 
Aoetp!anai ol the 11teh) •ll'ttd to ht<tln It P<•dlcittd on the conditions: (1) thll no co1tt othtt th1n th­
lnaintd by tho Gronter/Conlrtctor w111 Included In Its Indirect c:ott pool ti lln1lly 1cctpt1d •nd th1t sum 
cons 110 le91I obll111tlon1 of the G<ant11/Contractor ind 1llow1bl1 under tht governing co1t prlndpl11, 
(2) thet th• um1 eotl• that hove been lruted ts Indirect co111111 not d 1lmtd ts dlr•ct co1t1, (3) th•t tlmll11 
typtt of cosu hon bttn ICCO<dtd conthtont accounting trH trMnt, tnd (4) th• t tht lnloon1tlon prCNldtd by 
tht Gt1ntH/Cont11ctor which wu uHd ts a btslt for ecapt1n .. ol the 1111(1) •Ofttd to hlftln Is not 
subltQUtntly found to bt m11erl1lly Incomplete or lnaccurllu. 

B. ACCOUNTING CHANGES: II t Rxtd or prldtttrmlntd 1111(1) Is cont1intd In this tgrHmtnl, It ls baled on 
th• ICCOIJntlng tyllem In e lltct II the time tht popou l w11 Pfll>•od i nd tht 07ttmtnt w11 negotl•ttd. 
Ch1nge1 10 u,. rntthod of 1«Vuntln9 for com which 1f11c1 the 1moun1 of reimbu11•m•nl multlng from th• 
u• of this ""It) require tho prior 1pprovel c' tht olllct respon1lbl1 lor ntg01fttln9 the 1111(1) on beh1lf of 
OHEW. 9Jch ch1ntt1 Include but •e not llmlted to ch-.1 In the ch11glng of a p1nlcu!11 t~pe of coif from 
lndlroct to direct, F1ilu11 to obt1ln iuch 1ppOVll may '"ult In 1ubtt<1umt NII dl11llowonctt. 

C. FIXED RATES: If a f11td '"" h cont1lntd In this tg•~nt, It h IM1ed on 1n t>tlm1te of lht com which 
wlll be lncurrtd during the period lo which tht 111e 1ppllu. When the ec1uo4 com lor such Ptrlod hove betn 
dttermlntd, 1n od)unrMnt will be mode In 1 tubsequrnt negotlllllon to compen1111 fOf the ditltunce 
bt- thOH COlh ultd to lllobllsh the n .. d l l lt Ind ICIUtl CotU. 

0. REIMBURSEMENT: lndlrott co1t relmbl11tement on 111 OHEW oword1mode1uh11qutnt to Junt :JO, 1971 
wlll bt determined b1ted upon 1h1 Indirect coll 11111 •1t1bll1htd for the fht11I period In which the 1ppllc1bte 
direct upondltu111 •• lnamtd. For guntt ewardtd prior to 7/tnt the lmtltullon tlecttd 111111t11n11lve 
number 3. 

E. NOTIFICATION TO FEDERAL AGENCIES: Coplu oi this documtnl moy b• provided to other Fedml 
oftlc"" e m1tn1 of notifying them or th1 191Hmtnt contained h•reln .. 

F. SPECIAL RFMARKS: Nollt 

~=,(.~ '" n1ymon<l L. Slk•• 
eme 

Pmldorn 
Tltle 
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By 1111 0.f)"rtmtnl ol Health, EdUClltlon, 

tndWelf111 ~~Iii 
~~ -

Nem1 

noglonol Comptrolltr 
lltl• 

September 7, 1076 
Otto 

Ntg01l1ted liv ..Yfil!!!m..b.Jtd,.e"'re._r __ 

Teltp/IOl\o (312) 353·7101 
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APPENDIX 4 

GUIDELINES FOR USE IN ESTABLISHING FIXED 
INDIRECT COST RATES WITH CARRY-FORWARD PROVISION 

The 1PJ ldellnes set forth herein shall govern tht tU.1bllil1ment ol /lxed Indirect cost mes utlllrlng 1 ceny·lorwerd 
provision, They '" • comPfellenslve .s poalble 11 this time; In the e¥ent, however, ol sltu•tlons not specllQlly 
OOYlfed htreln, the Institution should request clllrlllcatlon from the appropriate Department of Heal th, 
Education, end Wl!ll1re Regional Comptroller cited In Section I. This Q1Jkfolln1 Is m• nt to detcrlbe tho 
procedures for effeo:tlng the C.rry·Forwerd Provision Ind to ldm1lly sltu1tlon1 lnot neces11rllv 111 sltu1tlons) 
under which 11ppllC<1tlon of the Clfry·Forwerd Provision would not b.i lflproprlate. The guideline Is not me111t to 
Imply thlt the u111 of the Curv·Forward Provision Is m1nd1tory nlther on the Feder1I Government or the 
ir•ntee/conlr8Ctor Institution. 

I. The C1rry·Fonwrd Provision shi ll not be used es 1 device the purpose o f which Is to trmnsler unrecovertd 
cosu under one or moro con tr1c1s and grents to other contracts •nd gr1nu. 

II. An Indirect cot! r1telsl with• C11rv·Forw1rd Provblon wlll not be 11lillzed when 111or1 subs11ntl1I portion 
of the Fedor1f gr1ntJ/contrac1s which provide for Indirect cost reimbursement t o an fn\tl tutlon wlll expire 
or be tormlneted bolore the C.rry·Forward can be effected. 

Ill. Indirect cost lllts with C.rry·Forw11d Provision wlll be negolllled on ly for periods coincident with 1n 
Institution's lltcal veer. 

IV. For purposes of computing under or over recovery In 1 given rate period It wlll be usumed that 
reimbursement o f Indirect cost s for thll period was mede 11 the fixed rel• lrres1>«1 lvo of octuol dollar 
reCQvory. (NOTE: In unusual cam the doll• r1cov1ry may uceed the fixed fllt recovery; tho Pffncfplts 
11111 llpply.) 

V. Tho Cenv·Forward will be 11Ccompll1hed by 1ppllc1tlon of the following formula: 

l•b - c) - db • c' 

Where: 

1 .. Fixed rate ct trblbhed for a given !heal period 
b • Dlract cost boso oxperloncod during tho fixed r•I• period 
c • Doller • mount o f Cu rv·Forwerd from prior fMtlod 
c',. Ooll• r t mount of Carry·Forwerd for MlCI nago1l11ed period 
d • Negotl1tad oc1u1l 11te fur th• given fhe11l 1101iod covered hy uro (1). 

Ex1m11l1: 

II Given 1h1t In FY 1973, the yur prlur to the l11hl1I yur In which this C1rr v·Forw1rd ruocedurt h to he 
ut11'1ed, lntt ltutlon XYZ e•pcrleroced "1l 1c1U1I Indirect C(Hl 1111 o l 4°" of direct ul11los and 
waoos: h>lal Indirect coslJ of S3,200,000 + t ol1I direct ululcs ind w1y;1s o l $8,000,000. 

In 111111b1ance of deta Indicating a motorlel change In the lnttl lutlon's level o f 01>e11tlons during Its nut 
flsc• I vur, It Is 1g1eod th•I •ha 4(l'l' r•tn wlll lHt fixed, with C1rrv·Forw8rd rrovlslt)n, lor tho 
ln11ltutlon's FY 1974 llOd, 10 m1•lml10 tho ll.lmlnlllretlva 11dunt8il"1 ol lht procedure 1h11 pe1iod o f 
11ppllcahlllty Is o tcnded 1h1ough the ln111tu1lon's FY 1976. 

00 

·1 

21 Sometime after June 30, 1974, It Is determined that the Institution's 1ctu1I rate for tu FY 1974 wes 
43% of direct 11l1rles end wages: t ot1I Indirect costs of $4,300,000 + 10111 d irect salary end w1gas o f 
S l0,000,000. To determine the Clrrv·Forward amount the aforementioned formula it applled: 

(ab - c) - db • c' 

Substituting: (40% X $ 10,000,000-0) -43% X $ 10,000,000 • c' 

Slmpllfylng $4,000,000- S4,300,000 • ~300.000 

Since the minus sign lndlc1tei en underrccovery of $300,000 by tho Institution during fiscal 1974, the 
S300,000 b tdded to the ~louslv determined pool of $4,300,000. The r01uhan1 rate of "°" 
IS4,600,000/$10,000,000) Is fixed for the ln~tltutlon's FY 1976. INOTE: Since flscal 1975 hes already 
been fixed It Is not possible to reopen the 1110 for that veer). 

31 Sometime titer June 30, 1975 It Is determined that the Institution's acl\111 rate for Its FY 1975 wu 41'' 
of direct ulerlu 111d wages: 10111 Indirect costs o f $3,690,000 + total direct ularles ond wages of 
S0,000,000. Agoiln 1pplylng the formol1: 

l•b - c)-db • c' 

(4°" X $9,000,000-01-41% X $9,000,000 • c' 

$3,600,000- S3,690,000 • -i90,000 

Again, tho Institution hes 1n underrccovery, thlt time In the amount o f S90,000. Thus. S00,000 Is add<!d 
to the 1l11edy de let mined poof o f $ 3,G00,000 and 1 ff JC ad rate or 42% IS3 780 000/$9 000 0001 Is 
"l•blhhtd for th1 lns1l1u1lon's FY 1077. (NOTE: As In paragraph 2 nbovc, c ,;., 

1 
~ilue of re1 ~ doll art 

since the base va11, 1973, had no Cerrv·Forward clement) . 

41 Somet ime alter Juno 30, 197611 It determined that tho lnstltutlnn's actual urc for FY 1976 was 39" of 
~lrrct salaries 1nd wagos: 10111 lndlroct coils of SJ,627,000 + tntnl Indirect selarles and wages of 
.. 0,300,000. A1>1ln 1pplylng the formulA: 

(ob- cl - db • r! 

MO~ X SO,J00,000 - $300,000J - 39" X S0,300,000 • c' 

lf4,278.000 - S300,000l - S3,027,000 • c' 

$3,078,000 - $3,627,000 w I $35 I ,000 

In If seal !070 tho lnultutlon hlld an OY~rrecovory of $361,000. l hus, a fixed 111a o f 36,:rx, 
IS3,027.000- $361,000 divided by the $9,300,000 b•se) 11 e111bll1he<1 for the lmtllutlon's F ( 1970. 

It h lmportarot lo unddrsland that c' becomes a In .the pe1iod during which the dullars 1r , cerrled 
lorw1rd and th11 c Is 1fw1y1 upressed es 1 dollar 11mouht. The laller 11 nteenery since the t,.se wlll 
l11evlt1bly v~rv from rierlod to period •nd consMJueollv the dfffarenllal II u prcned ,. a re1cen1

1
ge 

rat her then • dollM amount would rorouuce a dlator lion . 

VI lls 
1
• tllntrnl rulr. the fut 11Ctulll 1•tn l•dfu llN! for nnv Clorrv·Forwnrd frorn a ,•rlor pcrloclJ ngrood 10 'ly tho 

O, Mtn1ftnt or llcnlth, F1lucntlrin, end Walfarn Aeglonel Com11trollc1 nncl the ln1t11u1lon wlll f>Cl usetl n th u 
:1•~1 rate for thn nut 1tlpul1I01I lu111rn flClrlod. lfowevar, whore there It knoNl!Kloc tl•nl nu lnstllmlon'• 
eve o f opera tions or ml• of Fndcrel 1uppor1 will ma1eri.,11y charlflG 1lu1 :·, 111ch porlod, 1ho chnnll" wr'I he 

duly comldnrod In c1tnbll1hlno tho llx<!d ri110. 

01 

----------

---------------------------------------



VII. In the 91/tnt that tn lnttltutlon hat 1 multiple rete structure dwlloped on discrete beiet, 19Cf7<19fV wlll be 
11StUmed to be tl tht 9PPl'0prltlt Uxtd rell 191ln11 thl corresponding hue. The fixing of rates und..r 1 given 
rate structu111 In t given v- lhatl not pl'tclude 1 liter comblnetlon of IUCh rttn, or, conversely, 
establllhment of further dltcrtte rain. for future periods. 

VIII . Whllf'I the ectual rate for 1 period Is found to mlterltlly vary from the rete which wn fixed for that period, 
end the 1l1Ultlng dollar vtrlttlon ls so gretl • to ct1.1se en unreet0neble distortion In the next rete period's 
ovemeod pool, the varl1tlon m1y bt c.rrled fol'tYllrd to the next two 111te plffods. Ho•#Wer, lhh procedure 
mty not bt used If Its ultlmttt effect will be the lntemlfic.tlon of vwlencos ln future periods. 

IX. With respect to tho1t lmtltutlons which currtntfy h11111 predetermined Indirect con r1tn (only tppllctblt 
wti .. .,1111s only htve been 1Mrded), the C.rry·Fol'tYllrd Provision shtll not be utilized until the btvlnnlng 
of th• Institution's flscel v•r following the termlntl date of lhe preiltttrmlned rite period. In lht went 
!1111 tlM term In ii d1t1 of the predetermined rate ptflod does not coincide with the end of the lnt1ftu1lon's 
regultr flsical yesr, lhe t ppllcttlon of the C.rry·Forward Piovlilon wlll only be effective llg81nst tht 1115' 
costs Incurred from tht termlnel dete of me pnldtttrmlned rate 1>«lod until the tnd of lht Institution's 
r~l1r f111Ctl yNr. In tny u:cltdlng Y.•• In which lhe 111rmlntl dttt h different from tht flt:al year 
endl119 date. the bete1 w111 bo tdjuJttd eccc><dlngly. As 1 miner of policy, fixed 11tt1 wHI only bt 
"'tbllsfled for periods coincident with tht lnstituclon'1 fiscal v•r. 

X. To pl'teludt lnequltl111 to the Government end tht Institution, and Institution m•y not ch~ ltt costl119 
procedures (lnck1dl119 Its claulllc1tlon of costs • direct or Indirect) wtlhout the wrlttflfl approval of the 
Oep1rtm911l of H11l1h, Educetlon, llld Welfert neglontl 0)mptroller. Such chenge(s) should preferably bt 
mlde effective ti lht beginning or 1 fixed rtte period; If effect:ve 11 t different time, the Oepertment of 
HPlth, Eduettlon, and Wetrara lh1ll not be, but the lnstltullon mrry be liable for any dllference In rtttulllng 
cost. 

XI. In the t11ent 111 off·slte or other 1ptel1I rate 11 determined • 1 derivative of the on·slte rate (I.e. the rate la 
determined by ellmlnatlng selected elemenls of the lndlrec' cost pool without establishing 1 corr~ondlng 
discrete btsel, It wlll bo anumed that rl!Covery wtl mlde et the on·slte r111. The cory forw.d should be 
corn~ ttd 11 follows: 

1. Fl11ed 11101 wt1h corry rorwerd provision nre llV'"eed to for the first time for the ln1tltutlon's FY 1074. In 
the llbsenct of dttt Ind icating 1 rntlerlal chllllVI In the Institution's level of opere1fon1 from FY 1973 to 
FY 1974 It ls rurth!ll' agreed lhtt the fl1ted 11tH for FY ttn4 wlll bo b1111ed on FY 1973 experltnot. 

Flud R11es for FYE 6/30/U 

On-Site 40'll1 
Olf·Sllt ]!1i 

2. Somellme alter OIJ0/74. tha tetutl r•lts for FYE 6/3)/74 110 n"90tlntod nwell·H the 101al dlrecl 
mlary tnd wage bose for FYE 0/30(74. 

N¥Jtl1ttKJ R1t1111nd Ba~ fo1F~'E6130/74 

R•lf !!!!!! 
On·Slte ~% t:11300,000(n) 
Olf·Slla ~x. t1.QQQ._~(ol 
0111 SI 0,000,000(e) 

(1) In neooll•tlno 111:tu1I n1111s for FYE 0/30/74, llgftlement must • lso b9 renchod on a no0011nl•1 hase. 
Tha 11090tl11etl lmt <11nou11t 11 nced11tl to dot11mlne the c111ry forward amount. It Is not nt!CM·1111y to 
know lrullvld111llv negotiated elements that mah up either the on·1lt1 or off·11tn pool. 1hn 
n090tl1t11d 110011 tor on·sllo tnd olf·sltn are detem1lnod by llflplylng the nevotlated r1t111 to the 
01111Dtl1ted bf'•"· In this lllurtretlon, the negotiated rJOol1 are only needed II FYF. O/J0/74 n1911tlotcd 
~lt 11111811 In tha con1rurMlon of ll1ted r1te1 lor F~'t: 0/30/76. 
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3. The FYE 6/30/74 cerry forward 11 computed. 

Dlff. 
Carry 

81111 F<H'W9rd Fix«/ Ntgotl1tPd (cl j!!!._ (c/x(d} 

Off.Site Rite 
Portion of rate 1ppllctble 

24" 26" 2" SI0.000,000 $200,000 
to Oil-Site only 16 17 1 Sto.000.000 100,000 Oil-Sile Rate 4°" ~ ~lb) = = $10,000,000 S300,0001tl 

I•) The $300,000 underrecovery Is ctr'Jled forwtrd to FYE 6/30(76 end ultd In determining ths FYE 
6130176 fixed rate. 

lbl The difference betweer1 the fixed end negotlaled on-site rate epplled to tht negotiated base to 111lve 
et the c1rry fOMtrd essum111 thet recovery wn made at the on·slte rate. 

4. A fixed ra te h determln«f for FYE 6/30/76 prior to the beginning of thtl trsal veer. 

Olf·Slte 
Portion of rate/ 

pool nppllceble to 
Oil-Siie only 

Oil-Site 

Base 

N.,'f0tl11'6d 
for 

FYE6/30/l4 
_ 111_ 

$ 2,600,000 

_ !,700,000 
S 11,JOO,OOO 
~=-~' 
SIO,ll()(i,000 
=== 

Carry 
Forw1rd 

from 
FYE6~ 

S200,000 

Total 

$ 2.000.000 

1,000.000 
$4,600,000 

= 
$10,000,000 

Fixed n.,., 
for 

FYE6/J0/76 

28" 

18 
46% 
= 

M FYE 6130/74 dat1 nt•d not be used. More runt>nt data m3y be used where llY•llabll!. However. mort 
current dAla must ht• •txpreued, •I • minimum, In terms of dollors for the base for the olf·i ltt pool 
Md for the on·slte pocl. ' 

6. Sornetlme •her 6130/78, the actutl retes for FYE 6/JDn6 1110 nevotlated as·well·es the totel direct 
1.'111ry tnd wage ba" for l'YE 6/30176. 

!!yotl4rrd R•tn M>d Sm for FYE 613_0176 

On· Site 

Off·Sh" 
Oft!O 

!!..'!!..! 

3ln 
22'.(. 
= 

(al Sarno ns lootnoto In) undor 2. nbOYe. 

~ 

~271000(n) 
S2,048,000!al 
=--·= 
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0. Tht FYE 6/30178 a"y lorw1rd la computed. 

G1"811tf9 R.celv.d G/'3rtff!f Should H•1te R«ollied 
In FYE 6/30fl6 In FYE 6/30fl6 

f /K«J FY 1976 lndfr«t FYE 191' Total C•rry 

.!!!.!!_ _fl!!!_ Cottf Car!l. Forwerd !!!i_'ld•~ lndin!JCt Coitr Fo,_rd 

Ofl·Slto 28".4 $9,300,000 $2,604,000 $200,000 S2,0l\S,OOO $2,248,000 IS368,000) 

Poolon of utt/ 
pool eppllcsble 
to O~ilte only 

On-Site 
19" S9,3oo.ooo _!&1.MQQ 
49" $9,300,000 $4,278,000lb) 

100,000 
$ 300,000 

1,681,000 1,881,000 7,000 
$3,827,0C!> $3,927,000 ($361,000)(1) - = 

l•I Thi! $351,000 ov11rrecovery 11 cerrled forward to FYE 6/30/78 l'lnd used In dneimlnlng the FYE 
6/30/78 fhced ult. 

lb) It Im been mumed that recovery was made al tht on·tlte rate. 

7. TI1etc1 computetloni have been mtructured to lllutt,..te a carry IOl'Wl!'d procm th1t beven In FYE 
6/30/74 and th< ll.::11 ya111 that Wl!re .,bsequently effected by the lnltl1I fixing of th1 Indirect colt 
rete. A tlmllw cyde would hive been lnltl1ted for the FYE 6/30176 end tu~ent yeen. 
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Part A-Aid to Families With. Dependent Children· 

A. pproprin ti on '.:(Jt"·· 
.. ..."-..... ;j" . .,.~· 

I ,. _, 

Section 401. For the pnrpose of encourngjng the cnre of dependent:<.:'>:· 
children in their own homes or i11 the homes of r1~lnti\·cs by ennbling :~;r~. 
ench. State to furnish fin ~mcial :issistnnc1? nncl r:-1.mbil!tntion nnd other-.·:.~'1 
services, as fnr ns prnct1c11blc under the cond1t1ons m such State, ~ ;;~t 
needy dep;1~clcnt chi1clr<!·n ~nll. the pnrcnts or relnti,·~s "':1th whom~/·:~m· 
they are hvmg to help rnn rntnrn nncl stron~then family hfo nnd to .. .y~ 
help such pnrents or relntives to nt.lnin or rf'tuin cnpnbiHty fol· the · ·-.:;:~ 
mn:dmum self-support nll(l pcrsonnl independence consistent wilh the· .~" : 
mo.intennnce of continuin!! pnrcntnl rnre nncl protection, there is hereby ~~ 
nuthorized to be nppropdnte<l for ench fiscnl yenr n. sum sufficient to ·:S· 
cnrry 011t the purposl's of this part. The sums mude 1wniJnble under >~ 
this S<?ction shall be used for mnl>in~ pnymcnts to Stntcs which have - ~ [~ 
imbmitted, nn<l hnd nppt'O\'ccl by the Secretnry of Hcnlth, Educntion, .'./!,] 
nnd Welforc, StntC! plnns for nicl nnd services to needy fnmilies with ·: :.~; 
children. · ., :;;. 

~ :-state Plans for Aid 1ind Services to .Needy Families With : · ·;~~ 
Children ·:•ft; 

Sec. 402. (n) A St11te 1?lnn for nid nnd services to needy familiea 
with children must- '-f 

( 1) p1·ovide thnt it shcill be in effect in 1111 politicnl subdivisions· 
C!f th,e Stntc, nnd, if ndrninisterc<l hy U1em, oo m11ndnto1'Y upon theni; 

(2) provide for finn.ncinl purticipBtion by the Stnte; • · 
(3) either provide for the establishment or- desigt11ltion of a single 

Stato ngency to administer- the plan, or provide for the ostn.blishmont 
or dcsigna.tion of a single State ogency to supervise lho a.dministration 
of tho plan; 

l 'l'bl• talllo O( COl!ttn II dou n ot •PPftr In t ht I•"· 
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( 4) provide for granting an opportWlity for a fair hearing before 
the Stnte agency to nny individual whose claim for aid to families with 
dependent children is denied or is not acted upon with reasonable 

. promptness; .. ,,. ·· · · :: ... 

(5)= provide. such· methods of ndministration (including after 
.January l; . 1940) methods relating. to the establishment· and mainte­
nance ·of personnel standards on· a merit- basis, except that the Secre­
tary shall exercise no authority with respect to the selection, tenure of 
office, and compensation of any individual employed in accordance 
with such methods) as are found· by the Secretary to be necessary for 
tho proper·and efficient·operlltion of the plan; and 1 

(6) provide that·. the State· agency will make such reports~ in 
such form · 11.nd containing such information, as the &!cretnry may 
from time to time require; and comply with such provisions as the 
Seeretary may from time to time find necessary to llSSure the correct­
ness and verification of such reports; 

(7) except as may be otherwise provided in clause (8), provide 
that the· State ngc11cy sh11ll, in determining need, take into considera­
tion 11.ny· other income and resources of nny child or ro)ntive claiming 
aid to !runilies with dependent children, or of any other individual 
(living. in the ~sme home ns sach child o.nd relative) whose needs the 
State determines should be considered in determining the need of the 
child or re]ntive r.laiming such ai~ as well as nny expenses rea.Sonably 
nttributnble to the enming of any such income; : 

• tn the cue of Guam, Puerto .lllco, aad the Vlratn lllaad1, Sectton .02(•) (15) rNd• 
R3 folln"': 

"(15) prend .. (A) such• Nethod1. ot 1da1lnl1t rattoa · (lacludlnr after Jaauuy I, JIHO. 
method• NIJ\lln1 to the es lnbll1hment anrl m1lntfn11nc. o t per1onntl 1inndnrd1 on 1 merlt 
ll•~l8, d~pt thnt Uit· Sttret•rJ ah11ll tnn:h1• no 1ulh1Jrtt1 llf1th rUpttet tD the 'el..ctlnn, 
tonu,. ot olftre, and cnm11en111tlon of snr lntlhl1l111l emplorefl In nccordance llflth 1ucb 
melhodel H art ronnd b:r the· Sttfftuy lo be nee'"'"'' for the 1>r0Per 11nd erftdfn t oper­
ation or the plan, nnd (Bl ror th' tr11tnln1 and ell'•ctl'l't UH or 11nh1 111bprnrt11llon1I lt.1111', 
with puttcular cmpbul1 on the rulHlme or part·llme 'mployment nt rl!clp~nta 11nd 
other pe1'90DI of low Income, 11• cornmunl11 1en-l1."et aldoe, In the ndmlnlatratlon of the 
pl11n Hd for the nee ot llOn!l•ld or partl•llJ' p11ht Tolunt .. l'9 In 11 social ~e"lce l'oluntter 
pro11T11ia 111 ""°""tdtnir 1n•lcn· tn applln.nta and reclplenta and· In u1l1Uair 11•1 ad'l'laorr 
r.ommltt.M "tahll1hetl b1 the State as-er ; and". 

I r.L. 00-2•8. tee. :?181c), 11ro'l'lde1: 
"l!Hrttttt"e Julr 1, Itell, ultbar tlle pN'1'11lou ot clau1t1 (.\) tbroa1b (Cl of NCtion 

402(•) (T) nt ~uch Act u hl· tt!ttt lief Ort the ~n•ctmfnl of tJll~ ,\ct nor the 11rcwlslnn1 
or ..UOll 40llal (I) et saeb Art ... amnih4 bJ' Metift 2021b) nf tbl1 Act 1h1ll applJ 
In the c•• of Paecto Rico, tbe Vlr~ln lllud1. or Ouam. Elfeetl'e no lnl•r thl\n July 1, 
1072. the State {ll&DI or ruerto Rico, the VlrJrin hl1nd1, ind Gu~m nppro'l'e1I Undtr sec• 
lion 4M of 1ucb Act· 111.all pfO'l'lalP for the dln,..udln .. of ln~nae lo makln1 the dfler­
mtnadoir. aader. Met1oir· 401(11 (T) of nieb Ace In amount• (1gnt4 to ~tw~n the• S.~ 
t11r,. and' tbe1 State apndH lnYolod) mllcl1mt11 lowtt th1rn tht l\mouatl slJ'Clftt<I ta 
sect1••411(a) (81 of 111ch· Act to reC!eet' 0"'pro1Jd1ttlJ the appllc~ble cUtrtnac..1 In Income 
fO'" ....... : · , I , ' , 

P.ti. n-ttT,' IK lOl(cl(l), . pTO'l'l~• l . . 
" !'f1inntf1Haadtair· th• pro'l'11lonr or lfcftoa 4&% ' •) of tht SOC'll\l 1'1ec11rlty Act. la ad.UtJon 

tn the· iuaoanta r91111lred to be ctle'l"Pnn!t.d l•n1l f!1' rl11m ~ 18) I Al of au ch ttetlor.. thtte 11 
Im~ th·N11•lr-1nt (Hdo tbt !!tat. ptn ~llall be 11 .... rned tn lnchule the reqalreMtot) 
that - ' tt1e 11J 'month• ~nnlnir J ul1 1. 1911. In m~'.1 .. ir the det•rruln•tlnn und"' clan•• 
(1), ttl•·lltatfl• al!'HC.'f' 1h11l wttll ~f'C't to..,,. month In ~nch rtu •nd I• l\ddlt1on to the 
1111101111t• Ttmllr9d to be dl1rerard•d 011der clA- (8l IA), clll"1ard l\mo111111 ~able under 
~ee!tl'>n '411T(al (l)." 

I--·-------------



Sec. 402(a) 210 

{8) provid1; that, in making the determination under. clause (7), 
the State o6Cncy-

(A) shall with respect to any month disregnrd-
(i) all of the earned income of each dependent child re~ 

ceiving aid to families with dependent children who is (ns 
determined by the State in ac.cordance with standard~ pre­
!Cribed by the Secretury) a full-time student Oi' part-time 

· student who is. not a full-time empfoyee attending n school, 
college, ot· university. or a course of vocational or technical 
training designed to fit him for gainful employment, nnd 

(ii) in the cn.se of earned income of n. dependent child not 
included nncier clause (i), n relatirn receiving such nid, nnd 
any other individual (livin:.r in the snmo home as such reln­
tive and child) whose needs nre·tnken into account in mnking 
such determination, the first $.10 of the totnl of such enrned 

income for such month plus one-third of the remainder of 
such income: for such month (except thnt the provisions of 
this clauso (ii) shnll not apply to enrned income det·h·cd from 
participation on n. project 1nni11t.ainecl under the programs 
c:;tnbJishecl by S('Ction ·IB2(h) (:?) and (:~));and 

(Il) (i) may, subject to the limitations prescribed by tho 
Secretary, permit all or any portion of tho earned or other income 
to be set aside for future identifiable needs of n dependent child, 
and (ii) mny, heforo disregRrcling the nmounL<; referred to in sub­
parng-rnph (A) nn<l clnusc (i) o( this suhpnrn!!rnph, clisrcgnrrl 
not more than $5 per month of any income ; except thnt, with 
respect to nny month, I he StntC' ngt>ncy shall not disregard nny 
e1u·ncd incomo (other thnn income refo1·red to in subpnrngrnph 
(Il)) of-

(C) nny one of tho persons specified in clnuse (ii) of s11hpn1·u-
grnph (A) if such person- · 

(i) terininnted his C'rnplo.rml'nt or reclucecl his cn!'llecl in­
come without goorl cn use within such period (of not less than 
30 rlnys) prccccling snch month n~ may be prescribed by the 
Secrctnry i or 

(ii) refused \vithout good en.use, within such period pre­
ceding such month ns ml\)' he p1'1'.scrihecl hy the Secrctnry, to 

. o.ccept ornployment in which he is nblo to cn1Znge which is 
offered th rou#?h the pnhlic emp105·mcnt nOicC'S of tha 8tntc. or 
is othenviBO otrercd hy an employer if I he off er of such em­
ployer is dotermined hy the State or Jocn1 n.ironcy ndministcr­
ing the Stnte plnn, o.ftcr notificntion by him, to be a bona. fide 
offer of employment; or 

(D) any of such porsona speci fied in cJnuse (ii) of 1mbpnra­
graph (A) if with rcsp1!ct to such month the i ncomo o·f the1 per· 

·--------
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IJft<~:. · 90ns ~specified (within ~he meaning of clause (7)) was in excess. 
,,., ·._ of tbair need as determmed by the Sl•te •gency pursuant to 

· .;-;;:. clause (7) (without regard to clause (8)), w1less, for any one of 

I
. i~ ~ ..;:;:· the four · months p~i~g such. month, the needs of such person 

!.~ •· .were met by the furnishing of aid under the pl1m; 1 

~ ~ · "(9) provide safeguards which ~trict the use of di~closure of 
~l i.D:formation concerning applicants or recipients to purposes directly 
~ .• .- connected with (.A) the administration of the plan of the Stnto ap­
~¥::". pr"OVed· under this part, the plan or progrnm of the Stnte under part I'· B. C, or D lit this title or under title I, X, :i!:rv, XVI, XIX, or xx, 

!. or tlie sai•plementnl security income progrnm estnblished by title XVI, 
. . (B) any investigntion, prosecutiqn, or cr!minnl or ci\'il proceeding, 
:'!-:.: conducted in connectiou '"ith the administration of any such plan or 
!t.,~·:,.. ,program, and (C) the administration of any other Federal or fid­
~ orally assigned progrnm which provides nssistl\nce, in c115h or in kind, 
·~ 
~~: or services, directly to individunls on the basis of need; nnd the safe-
~.· guards so provided shnll prohibit disclosure, to nny committee or a 
it~ ... · legislative body, of ony informntion which identifies by name or 
~:. nddress uny such applicant or recipient; 2 

~' ' (10) p~vicl~, effectiv~ July 1, ~9.51, t~nt all indh-idunl~ wishing to 
~.:..: make application for a1d to fnrruhes with dependent cl11ldren shall 
~;? have opportunity to do so, and thmt 11id to families with dependent 
'if.: · children shall, subject to parngrnphs (25) nnd (26), be furnished with 
!;: ·. · reasonable promptness to" all eligible in di \1iduals; 1 

,t. ~·. (11) provide for prompt notice (including the transmittnl of all 
~'.-:'. · relevant inform11tion) to the Stnte child support collection agency >·· (established pursuant to pnrt D of this title) of the furnishing of nicl 
:,". to famiJies \\"ith dependent ch ildren 'Vith respect to I\ child who has 
·;.:~ been deserted or nbnndoned by n pnrent (including a child born out of 
,•} . wedlock without regnrd to whether the paternity of snch child has 

I. been established) j 1 

~.'!}:: (12) provide, effective October 1, 1950, thnt no oid will be fur-
~:;. nilhed any individual under the p)nn with respect to nny period with 
~::~. · niapect to· which he i~ receiving old-nge assistance under the State 
~~. plan approved under section 2 of this Acti - - - · -
r:~': . . : Jl3) [Repealed].• .,.,!.._..... l.. 

~ .:· _. · (14) [Repealed).' ' \\ . ... 
· ::~ ,· (l!S) provide ns pnrt of the progrnm of the State fol' the provision of 
.- ~~;" llVTices under title XX (A) for the development of a progrnm, for 
c1:·~~ ···~ appropriate relative and dependent child receiving aid \mder the 
~.!"~ 'pIAn and for each appropriate individual (living in the same home as a 
·:1~ .> · 19lative and child receiving such aid) whoee needs nre tnken into ac­
q.=:.:~· .. ~· eoant in ma.king the determination under clause (7), for preventing .. 

a Bee 11 .. IMtln 101 (c) (1) ot Pabllc: Law ta-&4T. 
'ltfctlon 40:?11l (Ol w11 •m~nded by rubltc Lllws 03-847 •nil 04-118. 
'Rtttlnn1 402(a l(l0) and _.02 (a )(ll) were amentled by Public: f..aw 03-6"7. 1 ~ r11n100 1e 1 on r1t1~e ::! 12. 

---------
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or red ucing the incidence of births out of wecUock and olhcrTrise 
strengthening family life, and for imp1ementu1g such program by 
assuring that in all appropriate cases ( including minors who cnn be 
considered to be sexually active) family planning services are offered 
to them and are provided promptly ( clirectly or under arrangements 
with others) to all individuals voluntarily requesting such services, 
but acceptance of family planning services provided under the plan 
shall be -voluntary. on the po.rt of such members and individuals and 
shall not be o. prerequisite to eligibility for or the receipt of any other 
service under the plan; and (B) to the e:ttent that sen·ices provided 
under this clause or clause (14) are furnished by the staff of the State­
agency or the local agency administering.the State plan in each of the 
political subdivisions of the State, for the estnblishment of a single 
orgnnizational unit in such State or local agency, as the cllSe mny be, 
responsible for the furnishing of such services: 1 

(16) provide that where the State agency hns reason to believe that 
the home in which n. relative and child receiving nid reside is unsuit­
able for the child becau~e of the neglect: nbnse, or e:tploitntion of such 
child it shall bring such conclition to the attention of the npproprinte 
court or lnw enforcement agencies in the State, pro\"lcling such data 
with respect to the situation it may luwe; 

(17) (Repealed]. 
( 18) [Repealed]. 
{HJ) provide-

1 In the caN et Guam, Pu erto Rico, and the Vlrcto hlaoCS., 1tctloo -402 (1 ) (13), (14), 
and Cl:i) r fad :is follow~ : 

"(13) r rovlrte n d'~crlptlnn of the ~en·lc"' Tl"hlch the Stnt11 ni:rncy mnkf's avaflnble 
to mnlntnln nnd ~trens;thtu farnll:r Ure Cnr chll•lren , ln rlurllnir 11 tle~crlollon or tht '"fl" 
tak t n to n., !llMI, In the rro .. lsloo of ~uch ser,·lce:1. mn.~ l 111um utlllil lton oC other ni:en­
clu pr ovl •lln ::: ~ lmlln r or relnted ~en·lce"; 

"( HI rrovlde tor the dnnlnnment nnd npnllra rlnn nr n pro1:r11m tor mch 11\mtl r nrr· 
Ices ns dellnr•I In section ~Oll«ll 11n1I chllrt ''"'Mnrr 't•n ·lct•s. n ~ •l~nn~cl In ~-r!tlOn .f~:'I. 
for ench r· 11•1 n111I relntl\'"o Tl"ho r rreh·e• nltl tn famtlte• with Mprnclent chl ltl ren nod 
ench n1•1m >r-rfofe lnclh·l•h•nl t llrln::: In the s11•1c home 011 n reln tlrc nncl .:nllcl r Pctlt"lng 
snrh nlcl \'\'"hn;~ nn!dl< nre tnken Into n1•rnunt lo rnnklni; the de termlnntJon llocler clnuu 
Fl>. ftS mny h11 nr.ce ,,nr; In the 11.irht of the partlcnlnr home cnntlltlnn~ ftnrl nthor n1.¥.c.l1 
,,, ~uch child, rtl11tlve. anti ln r1h·lcl11n l ~. In or r1e r in •~•l~t such chllcl, retnll"e, nnc.I lo· 
dh·lrlnnl" 10 :111nl11 or rNnln t'a P11hlltty fnr ~e1r .. 11nrinrt nncl c:ire 111111 In orclu to main· 
tnln nnd ~r r,ni:th-11 fnn1ll .1· 11ri 111111 rn fM ter chllrl. "''"elopmrnt; 

"( llll rirnvll!,. (.\ l rnr thu cle1·el11pmrnt or• 11rni:ram, for tacit npp rn11r111te "latt"" nntl 
dependent chllcl rr crl'l'ln11 nlcl •mc!cr the pion ancl for uch np-. rnnrl nte lnf! l<rtdu"J (ll'l'lnrr 
In tht •nm~ home n ~ n rrlnll\"c a n1I rhllcl rerel'l'tnc rnch nhll ''"hn~~ 11tt<h ore tnken Into 
ncco11nt In n1nl:I01: rhe cl~ tern1lnn1lon und~r clnu~e (i i. tnr pre'l'rntfiiif or reducing the 
lnchl~nre ot hlrtha ont or wc<ll<ll' k nncl otherwl~e 11trtn11thfnl11i: fnmlly llCe. 11nd Cnr 
lmp111menlln1: ~nch pr ngrnm by au111·ln1: lhftt In all npproPr lAte en ' ' " Onrludlnlf minors 
who cnn he r nn•ldrrt1I In be '~IC\rnlly nctll·e) fnnr lly pl1nntn1: ' en ·lce!I nre offer~ 10 
t11'm nnfl 11re 11rn\·tc1,,1 nromptr~· (d lrect ly ci r uodtr nrrnni:rmrnlct \\'Ith othen) to all 
lnlll,.l 1h1nl~ , .nlnntnrlly rl'f1Ut!ltln1r 1111ch ~en·I~. hnt 11 cccptnm-o nC Camlly 11h111nln1t 
"er1· lrP!I llrOTlclt<I 11111le r tho !!Ian "hall be \"nluDtn r_r On tht pnrt or llllCh nlfll!ben ctnr1 
ln1lll"lllu111,. nn.1 •h:i ll our be n rirf' re1111 l•lte to !! ll l!iblllty for or the rttrlpt or nnr .n tl1er 
ee rYkC'! un•ttt rhr rl~n; nncf 1n1 to thf' ~:ttf'nt th.r ~n·lcrs rrn• lttecl uncln thll clan" 
or clAll8' ( 111 are turnlAht!•I hy lhu 1tnlf of thtt St Ate nicency or the Inca! • •ency ad· 
rulnl"tttlni: rlw 1' t11tP 11lnn In ench nr the polltlr:al s11htll 'l'Mon1 or it1e lHa te, ror the 
u1nhll ~l11n,n1 or n • Inell! nrc:An l11\llnnal un lr In '"ch Stnte or lonl •litDCJ', u the cue 
may be, rupoo1lbl1 Cor th• t\lrahblnr of 111cb, 11mc:e ;". 
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(A) that every individual. as a condition of eligibility for and 
under this part,. shall ~gister for manpower services, training, 

· and employment as provided by regulo.tions of the Secretary ot 
f.abor, unless such indiTidual is-

( i )· a child who is under age 16 or attending school full 
time; 

(ii) a person who is ill, incapacitated, or of advanced nge; 
. (iii) a person so remote from a work incentive project 

that hu effective·participation is precluded; 
(iv) a person. whose presence in the home is required ·be­

cauS&of illness, or incapacity of another member of the house­
hold; 

( v) a mother- or· other relative of a child under the age of 
six who is caring for the child; or 

(vi) the mother or other- female caretaker of a child, if 
the fother·or another adult male relnti\'e is in the home and 
not excluded by clause ( i). (ii), (iii) , or (iv) of this subpara­
graph (unless. he has failed to register ns 1 ~quired by this 
subpurngraph, or hns been found by the Secretary of Labor 
under section 433(g) to have refused without good cause to 
participate under a work incentive program or necept 
employment as described in subparngrnph (F) of this 
paragraph) ; 

and that any individual referred to in clause ( v) shnll be ndvised 
of her option to register! if she ~o tlesires, pursuant to this para­
graph, and i:1hall be informed of the child care services (if :my) 
which will be n.vailnhle to her in the event :;he should decide so 
to register; 

(Il) tha~ aid under the plnn will not be denied by renson of. 
such registration or the individual 's certification to the Secretary 
of Labor under subparngraph (G) of this pn1·ngrnph, or by 
reason of an indivi<luaPs participation on I\ project under the 
progrnm estublished by section 432(b) (2) or (3); 

( C) for nrro.ngements to nssuro that there ''ill be mncle n 
non-Federal contribution to. th~ w01·k incentive programs estab­
lished by part C by appropriate ngencies of the State or priYnte 
organizations of 10 j>er centum of the cost of such progrnms, as 
specified in section 435{b): 

(D) that (i) training incentives authorized under section 
434, and income derived from· a special work project under the 

. program ~ablfshed by section 432 (b) (3) shall be disregarded 
in determining the needs of nn individual under section 102 ( & ) 

(7), tmd (ii) in determining such indivi<luu.l's needs the addi­
tional expenses 11ttributable to his participation in a program 

L ___ _ 



, 
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established by section 432(b) (2} or (3) shaU be taken into ~.t~ 

"· 

" account; · --~c 
(E) [Repealed]. .. . :~7, 
(F) that if nnd for so long ns any child, relative, or individual- :~.' 

(certified to the Secretnry of Labor pursuant to subparagraph._ ;;.:. . 
(G ) ) has been found by the Secretary of Labor· under section· ·':;· 
433(g) to have i·efused wi thout ~ood cause to pnrticipate under a ·~1··· 
""ork incentive program established by part C with re~ct to .·t":l._ 
which the Secretary of Labor h11S detcnniued his participation is.· ·:.) 
consistent with the purp<>SeS' of such part c; or to have refused ,,:{~ 
without good cause to'ac~pt employment in which he is able to . \~~ 
eng .ge which is offered th rough the public employment offices of ·,.~~ 
the State, or is otherwise offered by an employer if the otfer of . :ti~ 
such employer is determined, niter notification by him, to be a ' .' 
bona fide offer of employment- .,, 

( i) if the relatfre makes such refnsal, such relative's ·;~ 
needs shall not be taken into account in making the deter- '.;:b 
mination under clause (i), and nid for nny dependent child ~ 
in the family in the form of payments of the type described ·~ 
in section 406(b) (2) (which in such n cnse shrill be without . " .·; 
re1rard to clauses (A.) through (E) thereof) or seetior! 4-08 
wiJl be made; 

(ii) aid with respect to 11. dependent child will be denied 
if 11 child irho is the only child receiving aid in the fnmily 
mnkes such refusal; 

(iii)· if there is more than one child receiving aid in 
the fnmily, nid for nny such child will be denied (and his 
ne<?ds will not ho tnken into nrcount in making the deter­
minntion under clnuse (i)) if thnt child mnkcs such refusal; 
nnd 

(h•) if such individunl makes such rcfusnl, such individ­
ual's needs shall not he tnken into nccount in mnking the 
detl'nninntion under clause (7) ; 

except that the S tnte ngency shnJJ for n period of sixty days, mnko 
pa.ymcnts of tl1c typo clescrihecl in section ·!06(h) (2) (without 
reJ?nrcl to cJnuSf>s (A) through (E) thl'reof) on behalf,..of the rela­
tfre Spl'cificd in cJnnso ( i), or continue aid in the· ccse of a child 
specified in cllluse (ii) or {iii) , or tnkc the individunl's needs into · 
account in the cnse of nn individunl specified in clause (iv), but 
only if durinir such period such rhild, relative-, or· individual &e· 

cepts co11nseli11t? or other services (which the Stnte agency shall 
mnko nvnilnhlc to snch child, relntivc, or individual ) nirned at 
persunding such r~ative, child, or individual, BS the cnse may be, 
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to participate in such prognun in accordance with the determina­
tion of the Secretary of Labor; and 

(G) that the Stntc ugency n·ill hn\"'e in effect a ~pecial program 
"hicl1 ( i) n-ill be udministered by n separate administrative unit . 
and. the employees of w·hich. tTilJ, to the maximum e:oi:tcnt feasible, 
perform services onJy in conntction with the administration of 
SU('h program, (ii) will provide (through arrangements \vith 
others or otl:emisc) for individuals who h11ve been registered 
pursu11nt to subparngrnph (A), in accordance "·ith the order of 
priority listed in section 4:13(a), such health, vocnt.ionnl rclulbiH­
tation., counseling, child cnre, nnd other socinl nnd supportive 
services ns nre necessary to ennble such inclh-idunls to accept em­
ployment or receive manpower tririning provided under part C, 
and will, when nrrnng<?ments h:n·e been maclc to pl'ovidc necessnry 
supportive services, including child cnre, certify to the Secretary 
o.f Lnbor those indi l'idunfa who nro rendy for employment or trnin­
ing under pnrt C, (ii i) will pnl'ticipnte in the de,·elopment of 
opcrntionnl nncl emrloynbility plnns under section 433 (b) ; nnd 
(iv) provides for purposes of clnuse (ii), thnt, when moro thnn 
one kind of child care is a milnble, the mother mny choose the type, 
but sho1 may not refuse to nccept child cnre services if they nre 
avnilable; 

(20) effective .Tuly 1, 1060, provide for nid to fnmilies "'ith de­
pendent children in the form of foster care in nccordnncc with section 
408; 

(21) [Repealed). 
(:12) [Repealed]. 
(23) provide thnt by ,July l, H>GO, the nmounts used by the Stnte to 

detcnnine the needs of indh·iduals will huve been adjusted to reflect 
fully chnnges in living costs sin('o such nmou.its were cstnblished, nnd 
any mnximums thnt the Stnte imposes on the nmo11nt of uid paid to 
families will have been prnportionntcly ndjustcd; 

(:H) provide thnt if 1111 indh·idunl is reccivin~ ht'nellts under title 
XVI, then, for tho period for which such benefits arc reeeived. such 
individhnl shnll not be regnrded u" member of a fnmily for purpoeee 
of detennining tho nmo11nt of the bent'fits of tho fnmily under this I it lo 
nnd his income nnd reouret'S shnll not bo counted os iracome and 
resources of n fnmily under this Litle ; 

(25) rrovido (A) thl\t1 118 n condition- of eligibility unrlcr the plun, 
ench nppHcnnt for or recipient of nid slmll furnish to the Stnte ngcncy 
his social security account number (or numbers, if he haa more than 
one such number), o.nd {D) th11t such State ngt?ncy shall utilize such 
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uccount numbers, in addition to any other me11ns of identificution it .J 
·may determine to employ in the ndministr:ition of such plan;.,':···­

(26) provide that, llB a ~ondition of eligibility for aid, each applicant · ~· 
or recipient will ht, required- ,;_ 

(A) to ~gn the- State &ny rights to support from any other. -~ 
person such applicant may ho.ve (i) in his own behalf or in behalf . ·-~ 
of any other fnmily member for whom the applico.nt is applying ·-~~ 
for er receiving aid, and (ii) which have accrued mt the time such ~ '.;3 
assignment is e:tecuted, • -; •. -~~ 

(H) to cooperate ~ith the State (i) in establishing the pater:· ::-7~ 
nity of o. child born out of wedlock with respect to whom aid is<~i1 
claimeclt and (ii) in obtaining support payments for such appli- .:~* 
cant and for a ·child with respect to whom such aid is claimed, or . ··~ 
in obtaining any other payments or property due such npplicnnt J 
or such child, unless (in either cnsc) such applicant; or recipient is. :} 
found to h&ve good cause for refusing to cooperate o.s detel'mined 
by the State agency in accordance 'rith standards prescribed by 
the Secretary, which standards shnll tuko into consideration the· 
best i11tercsts of tho child on \vhoso behalf ni<l is claimed; and 
that, tf the relative with whom a child is Ii \.-ing is found to be 
ineligible because of failure to comply with the requiroments of 
subparngraphii (.A.) and (B) of this pnrngrnph. nny nid for wh1 h 
such child is eligible will be pl'O~icled in the form of protectin 
payments aa descri~d in section 406(b) (2) (without regard to .!.. 
subparagrnphs (A) tnrough (E) of such section); 1 ' 

(27) provide~ that the State has in ctrect I\ plun appro\•cd under 
pnrt D nnd operate 11. child support progrnm in conformity with such 
plnn; and 1 1 

(28) provide that, in determining the nmount of nid to which nn 
eligible family is entitled, any portion of the nmouuts collected in nny 
po.rticular month ns child support p111-sunnt to n plnn upp1·0,·e(.l 11nder 
{>urt D, and retained by tho SLnte under sedion 467, which ( undet• the 
Stuto plan approved 1m&1· this purt as in etect both during July 1075 
1md duriJ1g thnt particular month) \Votlld not hnve cnuscd 11 ro<luctiou 
in the amount of aid paid to the fnmily if such amounts had been paid 
directly to the fMlily, ehall ho nddcd to thu amount ait1aid olherwisc 
pnynble to such fnmily under thp State plan 1'pproved under this part.• 

(b) The Secretury shall npprove MY plan which fulfills thl! c:oncH­
tions specified in subsE><:tion ( 11), e~cept thrtt he shull not approve any 
plnn whirh imposes us a condition of eligibility for 11id to families 

1 ~~Ilona ~02(111 ( :!!ti. -t0! (• 1 f2tl l, ao rl 40211111211 ""added by Public Law OS-1141. 
I Httt1011 -10:1(•1 (!?;J I WU AmenllOd b!I' l 'ubllc f.&w IH-1111. s .... Al•<> lleCllOD• lOl(•l. 

201 (h). ~nct :!Mltl/ " ' Pnblll' r.-" 04-Sll 11 rlnlMI In thl1 document oo pp. 1M And TM. 
• 9ertlon ~02 (a I !?Tl wa1 •mt111led b)' P~bllc Yw IH- 118. 8tt &lllO MCtloa 201 (a) ol ruhllc Law 1>4-118. 
• 8ecllo11-t02(a ) (281 1 1l1led by Public L&w ~8. 
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with. dependent children. a ftSidence requirement 'vhich denies aid 
witb~·respect to any child residing in the Sb.ta ( 1) who bas resided in. 
th,e-State for one year. immediately-preceding-the npplication for such 
llid,_.or {2) whoo was bom within, one yenr immedi11tely preceding the 
application; if th• parent or odier-relative with whom the-child !s liv­
ing: .ias.- resided. in· the State for one year immediately preceding the' 
birth..-1:· ·' . .,_ -~. . .•. . . - .. , 

(cf Tlie--Seci:etnry .. shall,. on the basis of his review of the reports 
receivecl'1rom the. States wider. clnWle (HS)' of subsection ( 11), compile 
such. data ·as he"fielieves nece!Jl!IU"Y·&nd:fn>m'- time to time publish his 
findings as· to ·the effecti veMS of the- programs daveloped and admin­
istered by the States under such clnuse. The Secretary shall annuaJly 
report to. the Co~ {with the first such report being: inade on or 
before July 1, 1970) on. the programs developed and ndministered by 
each State under such clause ( 15). 

. ·:, ·. Payraent to States-

Sec. 403. 1 
( B) From . the sums n ~proprintecl there for, the Secre­

tary of the Tre'lSury shall pay to eGCh. Stnto which hns nn npproved · 
plnn for. o.id o.nd· ~?'Vices to needy families with children, for each 
quarter,. beginning 'vith the quarter conunoncing October 1, 1958-

(1') in the co.su of any State other than. Puerto Rico, the Virgin 
Islo.nds, 11nd Gunm, llii amount equal to the sum of the following 
pro~rtions of the ~otal amounts expended during ~uch qunrtcr 
aa aid to fnmilieei witli dependent children under the State plnn 
(iitcluding expenditnres for premiums under part B of title 
XVIlI for individunla 'vho are rccipientn of money pnyments un­
der· such plnn and other insurnnce premiums for medic11l or any 
other type of remedial cue or the cost tbe1reof)-

l:t\) five-sixths of such e~penditures, not counting so much 
o(!lnY. exj>cnJiture ·,'"ith rc5peet to any month u exceeds tho 
prOduct of $18 multiplied by the t.otnl number of recipients 

·of aid to families "ith dependent. children for such month 
(1'·hich tofal number, for purpose-..s of this subsection, means 
(i) the numoor of individunls with respect to whom such aid .. 

" · · i.t_ the form of .money payment.it-is paid for ~uch month, plus 
. {ii) the number of other individunls with respect to whom 

" expenditures wore made in such month ns ni<l to families with 
dependent children· in the form of medical or any other typo 

' of nmedial' caro; plU& .(iii) the· number of il'\diTidunls, not 
· : 'counted under claU18 (i) or (ii), with respect.to-whom pay­

. menta deecribod in llCtion 406(b) (2) are ml\dc in aucli month 

'Se. al10 1Kttoa :108 ot l'.L. ~M wbftb i. prtat•d lo tbl1 l!ocv-at oo pa .. 848. 

n ... 1110-n-u 
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. aud: include~ 11S c.xpenditures .. for .. pu~ of. ~is-~'!·:.~]'.' · 
:: ........ or·l'WPftlln'tlph (2)) • phur · · •· ~ . · : ... , : .... ,, • · :- .... 4'-~.;,_1:.·r · ~ff'\iP,;-.. . ....... r--e.a- ,. · · ~ .· . . . ,, ;··· : ·.·--1 -.J.,:--

(B) the Federal percentage oftbe ·amount.by whiCh.sum; _;~ 
.. . ~ditww exceed the;. maxim~ · which, may· ~ ~~~" 

.. . . undec>clau• .(.A); not counting-so-mocls!of any e%pendiiure.-4· • 

\Vi& ~t.. to any month n~ exl'f!Cds (i) the product orsai·:~:-. 
. multiplied by the totu.1.number of recipients of aid to f2'lli.ili~;·:s;·· 

with.dependent : chl1dren (other than S11ch aid in: the tom:.:;.~~ 
;_of fost.eT,cnrer.fC?r~~li mo~~ pl~ (ii),. ~he: produc~:ot.11~~~· 

· ,~. :. multiplied. by-the:tMal.:numberof. ~ipienu_of.aid ~~1~~;~r~1 
· with. depenrlent clri!dren:fn the. form of. foster care: fol!~mcJ,i;:~i 

.. .month ;·.and· · . r ·. ... ·... · . : _ . , · · '>~~·c • •• (;;!;;~ ... "' 
· · (2): in, tht? case of Puerto Rico;.ther Virgin-Islands, an'd Gumi:~t·: 
an amount equal to one-half ~f the total of the sums. expend~. -~E~ 
during such quarter os aid to f11mi1ies with· dependent'. childrtlr.·.~~~ 
under the Stnte plan (including e:xpcnditurcs for promfoms under:: .::~ 
part B of T itle XVIII for- individWlls who Are recipients ~.f: ~ A1 
money payments under such plan 1Uld other insurance. premiupis: .. · ·:-~ 
for medical or nny othec type of remedial care o~ the cost ~~reof).,. . ·;~~ 
not counting so .mu~b .of &ny e:xpendit~ro .wit~ respect to ~)!;-~ 
month as exceeds $18 multipli~d hr the toW number of ~i:>.i.en~~ .. - ~-~·~ 
of such aid. for such month; and 1 • · • " ·: ·. ,7~1: 

(a) in the case of nny State, an amount .equal to the sum of ·~"'~ 
the following propo~onl! of 1tJ.i.!'. ~?tal amounts.expended ~urin~ -~. 
such quarter as found neeessary~ by Uie Secretary of Health, Edu~ ! ~ 
cation, and Welfnre for the proper a.nd: efficient administration ;:~ . )~ of tho State plan- . ~ 

(A) 75 per centum of so much of such expenditures as are • :~'.! 
for the training (including, both.abort- lllld long-term train- ";..,: 
ing ~t educational ins~t.u.ti9E~, through ~nts. to su~1 i~l,., ~·~~ 
tutions or by direct''fi.llaricial assistance to students enrolJed ·; ~ 
in such institution~) of personnel employed o.r preparing for li~ 
employment by tho State agency . or by tho local agency ·~~ 
administering the pln~. in the political subdivision, and. • .· : :.:~ 

(D) on~·hl\lf of the rem~incler: !Jf ·sue~ <"Xpenciifires, . : ~ . 
except. thnt no fll\.yrnent Mnll ·be ffi!\d& with . rcspeet to l\monnta. nx-- · 
pended iri ronncction with the provfaion· of nny sem~ d~ribt'fi -~ 
i~ .~t~on 2~(n) (l_) of this~~"' othc.~ t!1n~ "'.~~ .t~_provisi.o;!' ~~ j 

I Pur1111nt•tn 111.'¢1 D ot fl1fi Att M A;..l<t·e, 1tl~Cll£ !l;it: H l ".r;. 1i..:ri..n.tur ~ "e.' ~>.'J 
TrtH11..,. mn11t allo .~T 111 lhe Rtalf'll, ln a1ldlUl'ln to· l h a1111>nlttll P">4'nced bJ' w l', 'Oita) :,1 
or tbe ·Roclal SftnrllJ' Art. a n 11m0t1nt 'tqoel tn 80 llft'N'tlt •f ifM. "r.ii~· ..,•N et •Mfata8C'f" 
•rpodltllnte uoder the Stat~ plH w1.Ul Ne1IMi t- Nal'tje .... B.,., J...._.,, 

• 4"f •' .. J ' 
1 

I • 1 f ; \I \ t I • )... • 
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whl~ .. _is: required. by .. section 400 (a) ( 19 ),_ to. be-·included.1n ~b~ plan 
of tlie. S~1;:.and~1.~ 1.-:;~;.:~,,~:.:: J .. -;i~ .• ~1: : .... ~·~ · ·.:~~· _ .. :t.~\~r:: .. :14.) :;o:~~.~~ .. ? .. ::~ ~ ·--·. 

· :.(.4}.;.:ERepe.i8d] •. ; : :: · ~ :. , · -:: .. =· ·:~-~·-. ·,.«· _. ··· , .. · 
• •;.,{ :.:... i ~I; . ' q . :f .. : ' ' .1 • . .,. .. . ·-... • • •• / ; : :_' , ' : . \. ,• ,:- '! ,:. '",- •' ..,t'' 

• I• ur ... ~.::or.- ma.u..· ._..to-JUe.; .acr. tJle . Vlrida ~ ltedoa• fOl(a-> (3) ne12a: 
u to1tews ::1i~ .. -~_,.. .:A ::r~!~". ;··_;: . .,_:: ~::. - ~·'l: .... : :!l ... ·· .. J', ·.•· · . i ... . ~, -r-, ~~ .-.-. :..-· ·: < :~ :'; ;. · .. 

"(3l: In~-~.•' .~;,.l!t• ... aa ·~t tQual u tlw.Mm of. tbe: folloWSnr.·Jropor-· 
tloD•· of tbe· tow · aiffulita: ~ad.. dertn1, aacb Qllarter' u found a9ffl1ar7 b;r· tbe· 
Secretu1" ol: D-.JtJa..;JUUcat.1011;. ·&1111 Wtlfan' for die- ptoPf". and. dldut' 1uwd1tntloa 
ot the State pla.D- , : . . . . . , . · . : . · . . . . ·, , , ~ . . : .._ ·. ·. · 

"(A>' 1S 'per t'IDtUm 'of.- iO'madl· of iuch. U~~. aa' 'u~· tor-' ,. ·. ' · :· · .. 
. ·· -·:,,:.~w: . .tliip\.r:·u. ..mN·d.mw. t..· claaa.. (lf) ud· (lG) -ot-1ec&a fOl'(a) 

!"-~~r.n~.~~ ... ,. ~~ .... f!IMt~·H .. ~bo.· ,.,.~~ac:~>Dllder .. ~pl ... 
. ~:!°. UJ'f: •lhli'.1Dilb1clul\l'. (ll.tA1. In the: same• bo1a. ·u ni:b· rein ti Ye ond chtld I 
:ZWh-.--*" ar•. lUeDl la to -t hr JDUfDI~ tJs. ; ~ftolt' oder· claUI 

(1) at .ndueetl~. . . · .. ·• . • . · , ~: ... : · 
.. . __.Utt .. ; ·or .u1e Mnteee'. ·dflCl1'*t lu:c1aa..t' (H) uid (1~) ot -uoia' fOl(a) 

··-··; wbk11:__..,."4111.~tri .. &Q:iddld' Of' ·nl•ttYe· wbo•S. appJJtn1· ror· 114 to.!Uitue. 
with. deslettdut.. . chUdten or •ho, witb!a 1ucb · perlOd or: period.. aa>, tbe.,~ 
tary ma1· pr.a!M, hu b«.D· or 11 llllelf to bftome 011. appUeaat tor or ndp&oat 
of. 111ttl•..._. . · · ~ . , -. ~ • ·. ·· ;· 

: "CW> ; t~~ traJal~r Ctncl11dt11a !IOtb ilaort. a~ci IonC:t~rin.- ·iTain1n1· at eclnea· 
.u1111a1• lludtaU.ne.. throucft• cni•t.' to 11iell lantfhltlonw or· liJ dlreet handaJ 
Ullataac.. ta. 1tudent.· earou.ct· la .uell- IJratlh•~lou) · oL Pft'ICHIHI emplo1ed or 
pnpartq· _fo_r ,em~IO),J?eot by the S~,tt ~~J' Gi' ~J· Ula lo.cal. qenc:7, admia.le-
tollllc. Ult· plan la' the poUtscaJ .-cth1eloa. · · ·• . ·· • · . 

, . "(8)'-llalf .of. thuu~llhldar ot -Jl eirpelldltllftl~ . · . . . . 
"Tbt .. meea nfurwd.to huubpancnpla (A) 1ball lae111ct. oal7- · . 

"fCl• .nt ... , PTnfdecf1 by tbe ltd' ' ot ' tll• !taar •1eocr, oi 'ot t- loeat ''i.ce•'7 
admlll11teriq•tba BtAt~ .. plan ta• tbe .paJ1Uw · lllltdl11111u : iar.-"*I, Tb.at. •• t1111d• 
&\ltborbecl. uiiiSW: .UIU.patt aball .... &Tail&ble for iiimc• dtbecl U • TOCatJoUI l'e­
bablfttatloa~ ..,weco. aadu t1-eVoiiade1U1l Rehabtllta·ttoa Act (l) wbleh an anJLable 
t• lad1Yld11al1 l&:a_,;.ot, tbtm• •adv pro1r1uH· !01· tbetr rtbabWtaUo• · canled oa 
aader.1a . S~t•· plaii •PPl'"od. uader nda A..i:t; or (U) wllich the State •P11C7 or 1pn-
d'9l utmtall~' .. ... penllllq-.·tM lldJldalKratfcili :· ot n..-atate:· pla a,.ronc 
ualler-·-6 • .ic:t~ .... 11111e ..... wlll .. tc.. pro.'ftde 1t .............. f6fi.tti.· eo9e tlleMf 
parsuaat to .•St'ftmeat ·a ader subparasnph. (D), If prcnlded bJ': each ita1r, a.ad 

"(D) a11dir coa4ttfou whiell ... 11 be prt11cr1bed t17· U1• 8eentilr7; 'NrTlew wblcb 
la• tbe-JudPMat. ol UI .. ltlate •lllMJ Qaaot be u ec11aoallca117 or aa11lecthel7 pro­
Ylded b:J U..• at&r ot ncb State or IocaJ o~cJ and are n11t otllenn .. reasonably 
unllable to lndh1dunl1 la and at tbftll, aatl whlcb 1u• proTtcled, ponaaot ·to. 11reo-
111eat wlUl-th" State •PDC7• "7· dte State btalth autborttJ or U,. State •1111c7 or 
a1ndft 11dmlni1t.rtas or 111,.rn.tq th• admlnl1tratfo. ot Ult Stat. plu for. Toca· 

. u ..... tu&MIMa$a·..,.......e ........ t111der th· Voeatloaat &ellabUJtatfoa Ad or b7 
: 111r.·otlle IU•t• ... DCJ': •tda•U.knt•l'J 111ay detaztae to.be •'P"Prl•t• (•betbft· 

piciTtdtd bj lta llalf or .bJ CODtlact wltb pnbllc (loc:al)o or 1oapreftt prtHte llftd•) ; 
e:i:cept tbat IM!TT!CH' dttcrl~ ha· elinte· (II) or· 111bpara1rciph {C). benot may be proYtdod 
onlr punuant t• ~t. •Ull 111ell.ltaw qear,. or 1..-~ll'I adml11tdtrla1. or auper• 
TlsJnc tbe 1da1l.Utntloa at Ille 8tata plan tu yocatf'.onal rellabUlt•do• aanlce. IO 
approl"Od; 'and ""Ill that; to Ulia·at.at-9"d114' 1'7 Ulit" lr.r.tar1, cbllcl·nltan.aerTtc-. 
tL111UT pl&aalas ~ .... &.4. CUIUT .....-.. 111.1.J' Ill pn1ndo4 trora -rcoe.otw tbu 
tb- ret.....-r t~·la, •bsMlllP.a- (C). ucL(D) • ._~ 1111rU.a ot tle •!110UDt aP.aded 
ror· •dmlatatnd•" ar· tJl9 ...... , ... te wlfe1' ~....,.,.. ( .. ) appltft •••• tllld perdoa 
thereat to wllldl: .. *racn" (B). .e,.U. abaJl .be ciee.JmlHd la acconl111ce wt~ nda' 
method•'. ••• prottdar. ae:111ar .. permitted . .,,. die s.te1ret•r1.". . 

8fftfo91 :?~8{1))i' o( ·t~ SodaJ' a..rttJ, ~-h of' INf'•l•11ppl ... : ·· ' · 
. "lb) . NmrltJl•tUdlae .........,_, ... . (.&.) ud. (B'l.'ot': -Hoa , 4«\(t.H~at: neb 

.Act.(aaaaieadM: b~ tht•.Aft), tll• ratra{IMaa.cl 1111.-dl tn1bpUarrapu la..Ul• tue ot 
Puerto, JUee,1 tJ.;'. ftrcht,'IIJMU. ... ail .. ~ 'lhalr. h 90• Pft' cutum (raU. tbaa 
1s-oe .. ia Pl'! Cl9t-.~: .: , . . .... " -· . _,_,. . 

• ..... . . • • ....... .. _,, . , - 1 • , . : ... ,, •• • , : ...... .. • • • J: v.. • •.. 
• • • ' , · • • l ' : • • • .. • • 

' ~ ·i"".:~.~; 1: /• ,)ft:~::t~f,; .. ·~~t:•1,. :1\•' ,~··', ... I .. : : : 1 f. ~' :'. ·: ,, ,~ 1 ' •• , ' ' 

"" } ·~ ···' t.... . ,: t~ ·;: . • • . ,, ~·· • • • 
, , . 

. . • 
.. 

·I 



-· I 

I - -. 

I 
1·· 

'·:~ 

... 

(5-) in the-case of any State, &n amount equal to 50 per centum: ;_:. 
of the tat&! amount expended under the Stat.e plm. daring. sUH;i~ 

. quarter· as. emergency assi.st&nce to needy fam~:witb .Chil~~ 
The· number of individuals. with respect· ~ whom .payuMmta. ~~ 

scribed iD: section)06(b).(2) are:~e. for 'my.nlOn_th, .. who:~~ 
.iucluded· &a· recipienm of: ~d toaamilies with:. depe:tideilt: cfill<Ir*i~r~~.~~ 
purposes· of paraaraph. (1) or . (2)~ .niay not e~ceed .10 . P'."r r.e~~-~t~ 
the·.number ~~· ~~r .re;cl.~~~ts. of~ ai~ to-..farnilies. ~~·4e.~~ent ·~ ~~4 
dren;: fol" suCh month.: In ~mp~t.J!lg· such .19. pe~t, .the~· ahall:~{~~; 
be ~~ .int~ ·~~. i~~v?-d~~:· wiUf ~~~-- ~~~~.~.~~~~J 
~~~re ~~.for,.~Y, ~nt~ iii, ~?~~ee-;withaecl.io~.~(a)l('l~)'@~ 
(F)- or section: ~(a) (26).1 · . . · - . · ·.:~- · . ·~.;_--i,,,._{~~ .'; 
.. · (.b) The. mel~.~f c<>;mpiitiµg 'Uid..pa~. ~ch. anio~ .ball.:-~}{~.,; 

.· a1.follows: .. _.·',,. -:· :· . .-.:·, · _., . ··" :_. : . . .. · · ·· · .: . ·:: <:::;~~ ' -'::~~·~:·~~~~:; 

( 1) The Sec~tary of Hen.Ith, Education, and:- W elf:are• sJiaii;_r.~z;· 
prior to the beginning of· ea.ch. quarter,. estiniate the unount-:t~~~'·;~ 
be. paid to the· State· for such quarter under the· provisions·· of~~;-~ · ~ 
subsection (ar, such. estfmate to- be based on (A) a report ~eel:'~:--:~.· 
by the Sta1:e containing "its: estiin~te of tbe totaf sum tO be. e:r_~·! ·1-~ 
pended: ir~ such q~a.rter·ih accordance with. the . . >Vwons 'of~~~~,­
s_ub98Cltion ancf ~~i~.gth~ ~~t ~P~1'.!'pi:Jated or~~e ~ra~~~~f:, 

. by the Statlt and 1ta.-politJca1 subd1TIS1ons for euch:espendit~~ : 
. · ~· ~ch· qua1rte~-u1d. if·such. amount: is.~em ~.han the State:s' p~).tri~ 

•I\• \ portionate share .of the total sum of s11ch.«Jtiinated expendittmi9f\15' ~:.: 
.,. th~ so~1 ~r':SO~ from··whi.ch the dijfe~oe·ia·npected· · t(;~b8~8i.:~ 
. derived, . (B)I· re00rds showmg.the· n~nber of. dependenfcliil~reD'.~ .. ~;1 

in· the State., and' (C) 1ruch other mv.estigntion: u ·the: Secretary· ·-'.~ 
fin 

. ,, . . . ~ 

may dn.ec~~ ·:· ·· . · ,_, .. ·:. .. -. :.. :. ·· · · · - · · ··;..• 
(2) ~e 8ecretary· of Health, Edtl!cation, and Welf~ns sha!l · /~ 

then certify to the Secretary of .the. Treasury the amount so·est1- ~! 
milted by_ ~bt1 Secretary o!· Healt~;- Edoeation;· an.d. Welf,~d·A)' --':"~ 

:- reduc.ed.or i11:creased, RS the-case may ba, by a.ny sum by wbfoh the• ·:t·.o 
Secretary of He&lthr Educati~n, a.n~· 1~elfare find! tha.t hls csti- ... ~ 
m&te·for any prior quarter was g?eator. or 18911 than· Ui~ amount ·: ~~ 
which should\ hine been. pAi~' to thrStat:e for such quartet',' amt· ' ~] 

. (B) reduced by. a. sum. eqnivalent toi the pro rata-. ha~ to· .wbich. -.: . '1"1' 

thi·Unifed sra.tes-ii~~~bly~~~~~~~~ M,~e~~ ~. ~1~~ '.:·}'­

rct"ry of Health, Edueation7 Rnd Welfare,,of' tbe.net amount re- ;;;: 
Co'fe~~.~~ti»,g. ~ny ·t?ri~~ . 9~a~·-~: .•\~8 s~~·.9.~: ~riy ~l;itical" .. ~ 
subd1v111nn ~be~f.with: respect to-n1d t1>fan11 hfl81w1th:dependent ·· i1 
chi!dren· fum:lsh~: ~~der ~he Stare pJan;:_exceP,t-.tht:.: sncli fn- ~ 
creases or reductions shall not be madai. to t11e anent that such . \ I . . . ., .. . . If~' 

·(~ 
l Sect111D 408(1) -· t.:lllDded tty 'Pllbllc t.1' 9f-88. 

;~ 
~ 
J 

• . 1 
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aums: hava. been applied· to make the amount certrned for any 
."' prior-. quart.er. greate~ .or: lem than ~the .. amount estimated by the 

. ·~~~;~tary'_ of Health; . Edumicm;:-and. Wel.fve, ·for· such: prior 
·:quarter- . ... i ,: . . . ~ . · . ·. 

: ~·-: ,. (a)", n., Secretarr of. the·,Tnuary shall thereupon, through 
.. the r~·semce of the Tnuury·Depertmeot and prior to audit; 

;:-..:.or settlement by. the, General A.ccoaming Office, p1Ly to the State; 
. ·"'.at the·time·or times.fized by the Secretary of Healt.h,. Educati~ 

· :·.~: ~and·:W~lfare,.the·amoontsoeert~ .. -- ". · 
.~ .. (c~ .li~~~g any·other .promiou oft.his Act, the Federal 
s~· oJ ~~. payments. under· this· put shall be reduced. with._ 

.~ t.cnny State fot any 6acal year after-Jwte 30, 1978, by one per­
centaprpoin~ for. P..ach percentage point by: which the number of indi­
viduals certified 1.mderthe·program of such Stat.e.established pursuant: 
to section 4W( .. i(19)'(G),.t.o the local employment office of the State 
11s being ready fo!'employment. or training under· part 0, itt l~a than 15 
per centum of the average number of individual.8 in such Sl:ate who, 
during such yeart are raquired to be registered pursuant tD section 
402(a) (19) (A) • 

. (d) (1) Notwithstanding· subparagraph· (A) of subsection (a) (3) . 
tl>a rate specified· in snch subpa1"11gBph shall be 00 per centwn (rather 
than. 75 per centum) with respect t&soci-1 and supportive senicea prcr 
vided pumuant to section 4.00(a) (19) (G)- : · 

(2) Of the sums authorilied by section 4-01 to be appropr:iated for 
tha.fisc-1· y~. end.ins June. 30, 11>73, not more than $750,000,000 shall 
be appropriated to the Secretary for payment.a with respect t<1 eerricea· 
to which paragraph (1) app1ie111. 

(e) [Repealed]. i. . 

(f)' Notwithstanding any other provision of this secl:ion, the· 
nmonnt pl\yable t:o any State under this part for quarters iJ11 a ·fiscal 
ycn.r. shall . with respect to quarters . in fisc&l years beginning after. 
.Tun~ ao, 1973, be reduced by· 1 per centum (calculated without regard 
to any reduction under section 403(g)) of such amount. if such Stnte-

(1) in the immediately preceding fiacal year failed to carry 
out: the provisions of section. 4~2(&) (15).(B) as pertain t;o req~ 
ing: the oJf ering. and arr.angement for P.~vision of family plan-. 
ning aerriO.; or ·' . · .'.:, ~ , . · , .· . .. ~: .·,· ... :\,.· . .. . .· ... . . ' ... 
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. · . (2). in the imm~iately preceding· fi!cal year: (but;. !n ~e caa!: ·:i 
·..-l · .-·of the fiacalyeu beginnmg'tfuJy r-; 1972;on1y'COD!ideriiigthe third, :i 
:' · and.fourth quarters thereof), failecrtocarry·out.the pmillions of ··:;; 

aectivn 40'2(a) (15) (B) of the~ Social. Security Act witli•:reipect .. j 
. :!'~~:to any..indiYidual'who; within-sach·penod·orperiMa'ut.Jie!seci,, •. '] 
. ·:.·· tary may. p~ribe;- has been an applica·at- for ·or· recipient·of aid· ::~ 
. ,-. ·to· families- with dependent chilctten under thwpJ&n· of't!ie State :,,[~ 

· approvecfunder this part:· · 1 
• • •:>.· :·.· .:: • • • , •• • •• ..• :·i.·;? 

• .. ·~ :,-r~' ,. 

(g) Notwithstanding any other· provision-: of'. this· section; the· .. q 
amount-paynble-to.-any. 4stat8:. under this 1 .-t· for quarter9'iri-a.~'. <-f. 
}'1!1lr·shnll with: respect .. to · quarter! iri &ul yea~ l>egiimi:ug deer~- -~ 
Jnne 30, 1974·, be reduced· by 1 per centum (calculated without regard ~ 
to any reduction under section·403(f)) ·of"such amount if·such':Stiit:e1 .. · · ~· 
fails to- 1 \ ' ' 

. (1) inform all families . in th~·State· receiYing aid. to familiee" '.·:. 
with dependent children under the plan of the State approved · 
under this part of the availnbility of child.health screening serv~-
ices under the plan of such Sf:ate·npproved under title XIX,. :• · · I~: 

(2) p~vide or· nrrnnge for the provision _of ~u~ screening-' ·,.~ 
services mall cll8e9 .where they nre requested, ar - · · 1- · . ••. • _.,., 

. · ( 8 )' n.rrange for (directly. · or through referral to npprof?riate . ~?:~ 
a~cies, organizations, or individuals)' correctivo treatment the: : .. ~1 
need for which is disclosed by such child'heu)th·screening services.: ... : . ~ 

(h). Notwithstanding ll11Y other- provioion of. this Act;. the .amo~ , 1~! 
payable to nny St.ntc under.t.his part forquartendn a fiscal yaarshall '. 1

( ·: 

witb respect to qunrters beginning Rfter:De<ember-81, 1976, be redueed" -'•• 
by 5 per centum o.f such nmount if such tit.at/.! ie found by the·~ ' 
tnry ns the result of the nnnunl audit to have failed to have an·effective 
program mL-eting the requirements of section 40'2(tl) {27) in any fiecal 
yenr beginning after September ao, H>76 (but, in the Cl\98 of the. flSC&l ~;1· 
~ar beginning October I, 1976, only- considering the second, third,. · · :.: 
i\nd fourth qunrters thcre?'f) . . ;j 

~ ·~ 
Operation of.' State Plans· '; . . .. .J 

Sec. 404. ( n) Tn the ·rnse ot' ~nv Stntc plnn for rt it 1md services :1 
to needy families with' children .'~~hicli hu'l>ffn nppr0ffd by the. Soc.· -..;. 
rr.tary of Henlth, Education, and 'VcJfllre, If tJio ~rctary, nfte~ rea· '~ 
sonable· notice. and. opportunity for-hel\ring- to· the- State agency Mh . ~ 
ministering or snpcrvising the adminis~tion· of S'.1ch ulan, fin~ . · ~ 

'(1) that tlle· plan hair been aO change«f u to impoeo any rem-· i 
d1mce requirement prohibited by section 400 (b), or' that hr. the · ~ 

' administration· of: the plan My 8ucli prohibite<i' requirement is. .-vf 
imposed, with the knowledge of such State agency, in a subatan-· 
ti al number of cases ; or 

---------
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.. ~ (2), that in the~admi~ation of the plan there.is a failure to 
comply substantially. with. any:..provision· required by: section.402 ... 

: (a). to-be included in the plan;. 
the Sec.rW.iry,_ shall. notify su~1 St~te agency_ that further payments 
wilfi1oi.be made to the State (o~ in lils discretfon,.that payment.a will 
be limited to categories. under. or. parts of. the State plan not affected 
by· such· fail.ore~ until the.Secretary is satisfied that such prohibited 
requirement is no longer so imposed,.11nd that there. is no l~er n.ny 
suchda.ilure to ,comply~ Until he is so satisfied he shall make· no fur­
thei:-: payments .. _to such State (or shail limit . payments to categories 
under or pnrts of the Stnte plan not ·aft'ected.by such fn.ilure)'. · 

(b )· No paym~nt to which o. State is otherwise entitled under this 
title for llllY period before September 1, 1962, shall be \Vithheld by 
reason of any action taken .pursiiant to a. State statute which requires 
that aid he denied under the State plan approved under this part with 
respect to n. cliild because of'the. conditions· in the home in which the 
child resides; nor shall any such payment be withheld for any period 
beginning on or. after such dote by reason of.nny action. tnken pursu­
n.Qt to such ·a statute if provision is. otherwise made pursuant to a State 
statute for adequate care and 11SSistance with respect to such child. 

(c) No State shall. be found, prior to January 1, 1977, to. have· 
foiled substantially· to comply with the requirements of section. 4-02. 
(11) (27) if,. in the judgment of the Secretary, such State hr making a 

1:.roocl faith effort to im plemeut the progrnm required by such section. 
( d) After December :h; 197tJ, in the cnse of any St11tc which. is 

found to have fn.iled,substantially to comply with the requirements of. 
section 40'2(a) (27) I the reduction in any amount payable to such State 
required to be imposed under section 4-0S(h) shall be imposed in lieu 
of nny reduction, with respect to such failure, which would 0U1erwise 
be required to J>e imposed wider this section. 

• • • • ' . i : ' • .: • • .J .. : 

Use of Payments for Benefit of' Child 

Sec. 405~ 'Vhcnever the Stnte n·gency hu reason to believe that 
nny paymei1ts or aid to. fnmi1ies with dependent children made with 
respect to a child t\ro not being 01· may not be used in the best interest.a 
of tho child',. the Sttite·.agency may provide. for such counseling: and 
guiclnnco services.-wit.h respect to tho use of sue It payments 'and the 
mnnngement of other funds by tJw.. reluivo receiving such payment& 
ns it d~ms. ndviHbl& in order. to 1LSSure use-. of such pnyments in, tho 
best in'torcsts of s1.wh.-chi).d,.1md may provide.lor·u dvising such relntivo­
thnt continued. fa.ihiN. to so use·such payment.a will rosult in substitu­
tion therefor of protet.1.iv6• payment.s .. u , providtid under section 406 
(b) (2), or in seeking appointment of n gu"rdiarn or legal represent&-

-·--·---- -----



I · 
tive as pro,-ided in section 1111, or in the· imposition of criminal or 
r.ivil penaltie:J authorized under· Stnte law if it is determined by a 
court of competent jurisdiction thd such relative· is not" using or hu 
not used for the benefit of the cbiJd a.ny suc.h. payments made for that 
purpose; and the provision of such serviC"e11 or advice· by the Stat.e .. 
ngency (or the·tnJcing of the .action·specifie.[Hn such advice) shall not 
serve. as n ba.sUr. for n·ith.J1olcling- funds fro."l such St&t8 under section · .. 
4-04 and shall not prevent such pnyments with respect to such child"' ; 
from being considered aid.to families with dependent children. - .: . . . 

' " Definitions 

Sec. 406; When used in this part- _ 
(a) Tho term "dependent child" means a needy child (1) who has 

been deprh·ed· of pnrentnl support or cnre by 1."'!a.son of the death, con­
tinued absence from the home, or physical or mental incnpo.city of & 

pn~nt, Md who is living with his fnther, mother, grandfather, grand­
mother, brother, sister, stepfather, stepmother, stepbrother, stepsister, 
uncJo, a1mt, first cousin, ncpl\c,\·, or niece in a plBCe of residence rnain­
tnined by one or moro of such relath·es as his or their own home,,lllld 
(2) who is (A.) un<ler the ngo of eighteen, 01~ (B) under the age of 
twenty-one anrl (ns determined by the Stnto· in accordnnce with· 
stand1uds preseribe(i by the- Secretary) I\ stud1mt regular};_ attendin@" 
n · school, t'01lege, or uni \'crsity, or rel:,rulnrly nttending a course of 
vOCD.tionnl or technieul trnining designed to fit him for gainful 
employment; 

(h) T11e term "aid to fnmi'lies n·ith dcpcnrlent children" means 
money payments '"ith respect t'o, or (if provided in or after the third 
month before the mont.h in which tho recipient makes 11ppHcation for· 
nicl) medicn] care in bclurlf of or nny type of remedial earn recognized 
under State ll\l\" in beh11lf of, n dependent child or dependent children, 
nnd includes (1) money po.yu:1.mt.s or. m~cal ca.re or &ny type of -·~· 

:· remedial Cllro recognized mulct· Stnto lnw to meet the needs of the 
l't'lnti vc with whom· uny dependent ch ild is living (and tbe ~poll8e of 
such relative if li\'ing with him) and if such rclntivc is the child's 
parent lllld the d1ild is I\ <lepcntlont child by renson of the physical or 
mental incapacity of~a. pnront ~>r is I\ dependent clftld nnder section 
40'7), tmd (2) payments with ™'(>eCt to iiny dependent child· ( includ-
ing- pAyments to meet tho lleeils of the relative, and the reluive'a 
i;pouse, with 'vhf>m such child rs Jiving; and the noeda of uiy other· 
i ndividuai liTing in the snmn homo if sucla· needs are taken: into account. . 
in making the·determintltion under sedion 402(a) (7)) which do not 
mret tho prec1-ding rcqui1·cmenb1 of this 1mbeoction. but which would 
meet such requirement.s oxcopt thAt .mdr payments are made to·anoth• · 

. . 
:. 

I 
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individual who (a.sdetermined in nccorciance u·ith sto.ndards prescribed 
by the Secretary) .is interested in or concerned with the welfare of 
such child or relati've,..or: Jira m:Lde on behalf of such. child or relatift­
directly: to.a pers0n fumislung food, living.accommodations, or other. 
goods,, senrices" or- itema to' oc for such child, relative or other in­
dividuaf, but·ottly with. mst>ect to a State whoee State·plaaappronl 
under · section 402 includes: provision for- . 

. (A) de~rminntion by· the State ngency that the relative .of the 
child' with:. te8pec~ to whom. such payments. are made has such 
inability: to innnngc foods that making payments to him· would' 
be contracy to .. the welfare of the child o.nd, therefore, it is necee­
snrjr to provide such· aid \vith respeet to.such· child and relative 
through payments described in this· clnuse (2) ;· 

( D) ·undertaking and continuing special eft'orts to develop 
greatPr nbility on the part of the re)afrre to ina.nage funds in 
such mnnner- a.s to pl'lotect the welfare of the ·family; 

· (C) periodic review by such State ngency of the determination 
under clnuse {A) to nscertain whether conditions justifying such 
detennination still e:s:ist, with provision for termination of such 
pnyments if they do not nnd for S<?eking judicinl nppointment of 
a guardinn. or- other ]egnl reprosentath·e, as described in section 
1111, if nnd when. it llppenrs thnt the n~d for such payments is 
continuing, or is lilmly to continue, beyond n period specified 
by the Secretary; 

(D) aid in the fonn of foster home caro. in behalf of children 
described in section 4-08 (a) ; nnd . 

(E) opportunity" for n fair hearing before the State Rgency on 
the dctenninntion referred to in clnuse .(A) for nny individual 
with respect to 'vhom it· i8 made; 

(c) The term 11relative with whom any dependent child is living" 
mcnns the individual who is ono of tho relatives specified in subsection 
( n) nnd with. \vhom such child is living, (within the meaning of such 
s11hseet ion) in n pince of resirl<'ncc mnintnined by such individu11l 
(himself o:r together with a.ny one or more of the other relntives so 
specified) ns his (or their) own home. 

(d) [Repenled]. 1 

(e) {1) The term "emerg-ency a98istnnce to needy families \vith chil­
dren" menns· any ot tho folim•ing, furnished for" period not in ex­
cess of 30 days in ~ny .i.Z· :nonth period, in the case of a needy child . :· . 

• fn !lie c;aM · of• OU19\• .....,.. ltl-.. Uld the VtrstJa Itta.a, -do•• 40t(d) rtad• u · 
(o Jln \Yft : •• • , , , •• • 

" Cd) The tum •r1 .. n:r H"lf'tll'' JnMn" 11ntc .. lo a f1tmtl1 or •11r membn thereof for 
the PllrfHlH• ot J>N11trvia-.i .. rff11bllltatlns; rtt1nlt1nir, or 8tret1!ftbenlnr tile ramnr. aad 
•uch other Mnlcee.u wtu u~lat rue111he,. of a t•ml~ Lo ~tta1n: or retain capability tor 
tbe muimurn MlforaplJIOrt lllld 1ienoalll ladepend-.": 
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.. 
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.. nn~er thO ago of 21, who is (or, within such period as may be specmec!'::; 
· . by th• Secretary, has been)'li•fog· ~itti an:y· of tho relati• .. ~i 
... · : , irr.sUbeectfun (a) (:I} hr a place of residence maintained by one or' monV 

· of such ~ratives 48 his or- their own home, but only where such chil ·. ~ 
is " 'ithout-nvnilable l"e800rce9, the payments, care, or semcsmvol~~ . 

· . are necessary. to· avoid~ destitutfon of such child' or to. pro~!le i~vin~~-~­
ananl!'"llent,,.;n lkhomo· tor sud•· ehila; and such destitution or nOO•F 

· fdr living arrangements did not ·arise-~me 1nfo.h· cliiTd. of relntive:~: 
: r.e~sed · without- good enuse to accept emplo:fmen~ or ~a.iilfug: .f'!*1P.· 
employment-:- ; : . ... . . . .. ' . . r ·: ~ . : . .:.~ . 

' " . . ' . ; .. .. " ' ! ~ · · (A) money· paymenta; paj'meritS"in kind, o·r- such 0th.er pay.: ·-f':j 

.. · ments as the· State ngency m:iy specify with respect to, or medical :..}~ 
cnre or· any other type of mnedial care recognized nnde~ ~~?:~ 
law. on behalf· of, such child or any-other· member of the· house- -~~i 
hold in which he is living, and · · · . · · · :. ) fl 

(B) such serviees as mny be specified by the Secretnry; ~· :" · ·:~~3 
but only with respect to a· Stnte· whose State plan approved under sec- ·:.~ 
tion 40-2 includes provisi01t fol" such. nssistance. .. 

(2) .Emergency assistance ns authorized' under paragraph (1) may·:!{ 
be provided under- the conditions: specified in snch pnrn~ph to. mi.' . .'~'..i. 

·grant workers with families in the= State:· or in such part or pa~ , .. ~ 
thereof as the·St"te sludJ designate. · ·' ' · : ... :. _:-~~~ 

( f) N otwithstRnding the provisions of subsection· (b), the term "aid . ;; 
to fnmilies with clcpendrnt children" doe~ not menn payments· with. · d 
respect to ll p11rent (or other individnal whose needs snch Stnt:e deter.::»-.:·~ 
mi11es should be considered in. determining- the n~d .of the chlld of.:'}~ 
relative clniming nicl under the plnn of such.Stnte npproved Hnrier this . ·,~j 
pnrt) of a child who fnils to rooperate with n.ny ngency OI"" officinl of' :: ::! 
tlie·Stato in obt11ining such support·pllyments for such child. Nothing . ~ 
in this· snbsection shnlr be construed to make nn otherwise eJigible. .~ 
child ineligible for protective pnyments becnuae.of the failure of·!Ucfr. .. ~ 
pa~nf" {or Stich other individual) to so cooperate. '. · · · ~~ 

• . • .! 

. . ' 'i !lependent Chilaren ~~ U~em~loyed ~ath~rs .... : ."~~ 
Sec.. '107. (n ) The tP.nn "rlc1'l4'ndC'nt. . chilcl~ shn11 •. "'4'vithstand: . ·,1 

ing sec~on .W6(n), inc_lud•" n~y chH,d .~ho meets.~e ,reqni~ents-~ 
of section 406(a) (2) 1 who hu. been depnved ot-parental support or--...:~ 
en.re by- renson of the. nnem.play~e~t~ (~ -~~te~~n~ .. in nccord~~~j 
with standnrds prescr1bed by the &cretary) of his fni:her; And who -~i~ 
~living with. any of the- rer- ·\~.s~ified~ tn seetion·400(i\)'(I)1 h~-: ·;':! 
I\ p1ace· of tc!sicfence mnintflined by one· or more of such i-elqpV'lil· &Ii '':i 
his ( ol'f:heir) °'VJT home. • ' . . •". '.;·· . . .. .. . · i " · :.~.' .. 11" !'.,t;(: ~S; 1:~ .r 
. (b) The· provisions of snbeection· (a} snnll ~- npplicu6le to ·.-:state 
if the SUite's plnn appl'Ovcd under section 40'2-

-. 
·---------



1. 
I 

I. 
I 

· -·~-·-------_,.;ec. 'itl'....,..1 l=--u""") _ _ _ _ 

(1) requires th~ payment of aid to families with dependent 
children· ~th res~ct. to. a .dependent child as defined in subsection 
(at when--.~ .. .... : .. · '-:·. :··: · .... 

(A) such.- child's fathei·has not been employed· (as deter­
mined in accordance:'Yl~h th~stnndarda prescribed by the See­
retary );,f:or at· leBS~ 30 da~ prior t.o the· receipt cf such aid; 

:(B): such.father hns noturithout good cQuae, within such 
period (of not lea than·$<> days) as may b&.p?e9Cribed by the· 
. S.ec~t~g t r~fused .a· bona fide offer of.employment or training 

.. for~mp.1,oyment,.and' . · · ::.~·~-: , ,.. ,. ·. :: : : ".: -. 
: (C)'(i}.:' SQch: father · h'u. 6-or more quarters of work· .. (as 

defined: in subsection (d) (1)) in any 13-ca.lendar-quarter 
P;t?r4>4.· en4,i.ng within one year prior to the application for 
sue~ ai~ o~. (ii): he received. tmemployment:; compensation 

. unqer air- unemployment compensation law of a State or of 
the·UnitedStates, or he wo.s qunlified (withip the meaning·of 
subsection: (d) (3)) for ·Jnemployment compensation under 
the unemployment compensation law of the State, within one 
year prior:to,the npplicaf;ion for Stich aid; and 

(2). provid~ . . ·.·· , . 
(A) for such BSSUrnnC'8 as will satisfy the s.;cretary that 

fother8 of dependent children as defined in subsection (a) 
will ho, certified to the Secretary of Labor. 119·. provided in 
section 402(n) (rn) within· thit·ty dnys n.fter receipt of nid 

. with respect to such children; 
(B.). f~r. entering into coopernti ve 11rrangements with the 

Stnte ngency. responsible for ndministering or supervising the 
administrntion of vocntional educntion in the Stnte; designed 
to assure mnximnm ntilimtion of nvn.ilable public vocational 
educo.tion services and !acilities in the State in order to 
encournge -the retrnining of individuals capnble of being 
retral.ned.;:, '·· ' · · · "' ' · · 

( C). for· the den in.I of nid to families with dependent chil­
dren to any child or relative specified in subsection (a) -

·; .. . U).- if. and for so long as . such child's father, unless 
· ex~pt. under section 402(a) (19) (A:), is not registered 

···' pursua'.nt..tD si:ich section ~or,. the .work incentive program 
.. ._ .eStablished' under·part.C ofthie title, or, if he is exempt 

. _undei; such. section. by ~of .claUJ16·. (iii) thereof or 
.. · :·· . ·1!~ .such program·in.1 which be-c&A> eft'~ctively participate 

, .. :. ~: "W . been establishedi or provided.11nde'r. eection1432 (a) , iS 
. . not registered. with. the public employment offices .in the· 

" . .. Stata;:&nd1• •• ••• - "··
7 

• ·: • • • •• • ..... 
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(ii) with . res~ct to nny week for whir.h su;-h child~­
fnther qunhfie~ for unemployment compensation und . · 
11n unemployment compensation l11w. of. a Stft.te or.of . '"' 

=· · · • · United States, bnt refuses to· apply for or ·accept . ' 
· . ·:• unemployment· ro~pen!!ation; nnd •· : · >i . 

'. .. .., .:= .... ,..· (.D) .. for. t.he· rednriiorr. o~the" ilid ~o fnnu1ies ~it.Ji depe: ~ . 
..:·: .-· ent chiltfren otheTWise J>Ryahle fo nny child or t?fativc s~~ 

.. . . ~·. ~ .. . ·~. fled it). subsection •(a.)·-by the-1tmo1mt of itr.y nnempJoymeli~~ 
. . CO.mi>enMtion that .Sll<'h child's father receives. oncfer·an: ~:~.~i. 

employment compensation law of: a Stntc· 1Jr· of the United:~~ 
~- ·. . Strites..1 

. I • • • • •• • • ! ... . . . . ::.~.:. 
. . . - . . . . .. _ . ·.·.. . '.' ·-\\., . 

( c )· Notwit hstMding nn:v other·provisioM of thi!1 section, e~ncft-:~·;! 
tures pursunnt to this section sh11ll be e:tcludcd from nid to fnmiJfes-:~~ 
with depen~ent children (.A) where ~nrh e~pendit11res ni: mnde un?U..!~ 
the plan- wtth· respect to any dependent ch1ld ns denned 10 subsection··~ 
( ll}' (i) for nny part of the 30-dl\y period l'efen-ed to in subpnl'1tgnp1i' :' . .r.: 
(A) of subsection (b) (1), or (ii) for nny period prior to the time- ;~ 
when the fnther sntisfies snbpnrnt?rnph '(D} of such snbsection, and ~ 
(B) if, nnd for ns long ns, no action is tnkcn (Riter the !10-day period· ~ 
referred to in pllrngrnph (A) of subsection (b) (2)'), tmder the pro- ~ 
gram therein sped tied, to certify soch fnther to the Se<:ret~ry of Labor ~~~ 
pursuant to section 4W(ll) (19). ' : · · · . · ~ 
. · .( d) For purposes.of this section....:... ·.·! · · · , · • . .• :~ 

· · (1) the tenn· "qunrtcr of work" with rC:Sf><!ct to any individual . ~ 
me~ns n cnlendnr quarter in which·such individunl received carnecf' · -~ 
inl ome of not less than -$.'SO (or ,,.hich is 11 "quarter of coverage" :~ 
aa:·defined in section.·213(11) (2) ), or in which such individual :1 
p11rticipated· in n community work nnd trnining progrnm under.· ·~ 
section 400 or 11ny other work 1md tnining progrnm subject to the :{ 
limitations in section· 409, or the work incentive progrnm estnb- · ~, 
lished u~der pnrt C; ·j 

(2) the tenn "calendar <]t11Lrtcr" means 11 period of 3 con8'lett~ ·4 
· tive· Cllfendnr months ending on 1\forch 31, June 30, Septem-
ber 30, or Decemher 31; nnd · ' 

(3) nn indh·i<iunl ~hall, for puryoses o( ~tion 407(b) (1) (C), :l 
be deemed <t11nli6ccl for unemployment compensation tinder the J 
State's un<'mployment L'Om(>('nMtion law if- ~ ... , 

(A) he would have ~n·~ng.J&le t() receive s11ch aneniploy- ··~ 
·1 ·.· ment compensation upon filfog npplic&tion, or ··~ 

... (B) he· performed work not-covered under such Jaw and ri 
.... ~ . . 'tJUch 1'.'o~~ :~t it hnd bee~-~j~' ~.~.~11~ (to~h.~r· with any ;-.,i 
'Subefttton {bl (2) WH • •Ha.ltd by -tlott :SOT(a) ot I •.r.. ~Gt&. ... ,, 

~ .. , 
' . · '• ' 

\~ 

:\I 
~ 

~ 
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covered work he performed) have mo.de him eligible to 
receive such unemployment compensation upon filing 
appliCation.1 . · 

. (e) The Secretary of Health., Education. and Welfare and the 
Secretary of Laboe shill jointJy enter into rm agreement with each 
State 'vhich is able and willing to do 90 for the purpoee of (1) 
simplifying the proeedures to-be followed py unemployed fathers and 
other unemployed persons in· such State· in registering pursuant to 
section 402(11) (19) · for. the work in~ni:\ve program established by 
po.rt C of" this title and in registering with public employment offices 
(under this section ~nd otherwise) or in· connection with applications 
for unemployment compensation, by redccitig 1'.he number of locntions 
or agencies where· such persons must go in order to register for such 
programs llnd in connection with such· applications. and (2) pro­
"iding- where possible for a single registration satisfying this section 
nncl the requirements. of both the work incentive program and the 
applicable unemployment compensation la ws.1 

Federal Par.neat. tor Foster Home Care of Dependent Children 

Sec. 408. Effective for the period beginning Mny 1, H>61-
( a) The t.erm "dependent child" s~nll, notwithstanding section 

406(11), a]so include 11 child (1) who would meet the requirements ot 
such section 406(n) or of Jedion 407, except for his removal after 
April 30, H>61, from the home of IL relative (specified in such section 
406 ( n)) as a result of 11 judicial determinlltion to the etrect that con­
tinuntion therein would be contrary to the welfnro of such child, (2) 
whose placement n.nd cnre 11ro the responsibility of (A) the Stnte or 
local ngency administering the Stnte plnn approvcu under section 
402, or (B) any other public ngency with whom the Stnto ngency ad­
ministering or supervising the ndministrntion of such State plan has 
mndc nn a~mtnt which is still in effect 1tnd which includes provi­
sion for nS.suring development of 11 plan, satisfactory to such Stato 
agency, ~or such child ns provi<lecl in pnrngrnrh ( f) (1) and such 
other provisions BS.may be necessary to nssut·o nccomplishment of tho 
objectives of the St.ala plan approvc<l under 1X?ction ·!02, ( 3) who has 
been plnced in a foster fnmily homo or child-caro institution as a. re· 
su lt of such d_etermination, 1md ( 4) 'vho (A) rocci vcd nitl under such 
Stl\to plnn in or for the month in which court proceedings leading to 
such determin11tion were initiated, or (B) (i) wou ld h1\Vo· received 
such nid in or for such month if application hnd been mnde therefor, ____ , , \ ., .. 



I . or (i i in the cnse of 11 child who. hnd been living with a· relati : 
spec!·: ·i in section ·106(11) within six months prior to the month ~ 
whici. .,:1ch proceed~,,~ were-initiated, would. have· recei~d·such • 
in or :or s11ch mo?tth if in such· month he had: been living-with, ( 
remoY"d from the home of)' such 11 relative and: application had 
made c:hf'refor;· ·: ·•.!~ · · > : - ..... : .. .. . -.., ·....... ....... : ..... . :~ ..,. ,: . ·· . . 

(b) the f.erm."aid· to familia1 with dependent·chiidren" shan;~it_ ' 
withstnndintr seetion. 406(b)-, indude· also. fostet' care ·in' behalf ·of; 
chiJd described in:pa~ph (a) of this«aection- · · ,. :"i.;;;::._ 

(1) in:the fost~family home of' any individuRI, whethw t~JI 
payment· therefor" ;. mndo: to• ~ch inrlividnal or to a: publi~~~~ 
nonprofit. privRt.ei cbilrl~pluement·or-child~care a~ney, or-·.~·-':i'":'.,~ 

(2} in· a. child-care ini;titution, whether the· payment therefol!>.~ 
is mnde to snch inmitntion or · to a pnblic or n~nprofit pri.fa~~~! 
chi1d-plllcement or chi1rl-cr.re Rf?tmcy. but. snhject to limitntions.•;;~ 
prescribed by the· &.cretnry with " view to in<'luding· B! "aid'.~to!~ 
fnmilies· with cfopendent childnm" in the cnse of s11ch foster. cit~~ 
in such institutions only those items which nre inclnrlerl in such~.;:~ 
term in t.he CnS8' of· foster Cl\l'e i'n· tJle foster f11miJy home· of'aif·"J 
• .l • ..t I · . .. :.r· .1:1_ 
lnulVJu\lR , . . . . . , . · ! · .. --~~ . :.:,.~j 

( c) the number of indiviclnnls count..d nncler. cll\m1e . (A)~ o'f ~~.::~ 
tion .Wa(tl) (1) for l\ny m'onth sh~ll in~lnde indiviclnnl~i (not oth~~ 
wise inclucfe<l und«'r such cl nu~) with. M"Sf>eCt to whom expenditttNf:~ 
\Vero mnde in s11ch month ns aid to fnmilies with depende'nt child~,~ 
in the fonn offoster-care : and · . : · ,-· .~:~i~ 

( d) services df'Scribf.d in pnrrt!!f'l\Ph ( f) (2) of thiR section· s~l_l.li\it~~ 
consiclered Ml pnrt of the a.clministrntion of the Stnte. plan for pur~~ 
of section 4013 (rt) un j . :)~:~ 
but. onlv with rosner.t. to I\ Stnte whoso Stntc plnn 1tpproveci un~~~ 
st?rtion 402- · -·.~ ~~ 

fn\ incl11dP.'l nicl for any cl,ifd dnscril:Md in pnra~aph (o.) . ~f ~hi~1~~""· 
section, o.nd . • . - · · · .· . · . . • '. " ,.-.... ~, .., ,P., .. :.,~ , 
:· (f) inclndcs provision for (1.) clevelopm;nt of n plnn for P.ft~h !'le~:.~ 
rhilcl (inclnrlinJ! pcriodie- roviC'w oft.ho ncc<'ssity for tho child's being, :~ 
in I\. foster fnmily home or child-cl\~ institution) to n88.n't6 thati ]'..:I 
ho receives proper cftrn 1U10 that services· are pro\'ide'.I which are de-1-:_. 

signed to improve the conditions in t.he ho~m fr~~ wTifch h~. wo.s ~:(~ 
moved or to otherwise ~nke possible hisrooinµ- pll\('OO in· the home ot&):.-~ 
relative s~cified in sectfon 406(n). Rnd'. (2) use by the Stnte or local ·~ 

ngm1cy 1tuministHing the ~tnte pln.n;·~~o .. ~he .. ~o~imum extent:pJ'i~k-:~ 
coble, in plncint? such n child in I\. fO!ter fnmilY- home or child~cam. ·: ~ 
institution, of tho services !>f employees,. o! th~ $tllto public-welflro• ;j 

------ -·------------- ----- --- --
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