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1. PURPOSE This  d i r e c t i v e  p r e s c r i b e s  procedures f o r  t he  award and payment o f  
i n d i r e c t  cos ts  on p r o j e c t  g r a n t s  and t h e  method f o r  e f f e c t i n g  s e t t l e m e n t  o f  c la ims  
f o r  unrecovered i n d i r e c t  cos ts  r e s u l t i n g  f rom t h e  es tab l i shmen t  o f  f i n a l  n e g o t i a t e d  
r a t e s .  I t  implements requ i rements  o f  Chapter 1-80 o f  t h e  DHEW Grants A d m i n i s t r a t i o n  
Manual. I n s t i t u t i o n s  r e c e i v i n g  g r a n t  suppor t  f rom t h e  Department o f  Hea l th ,  
Educat ion,  and Welfare shou ld  f o l l o w  these procedures i n  t h e  p r e p a r a t i o n  and sub-
m iss ion  o f  t h e  Sumnary Report  o f  Expend i tu res  Adjustment Sheet (See E x h i b i t  1 )  so 
t h a t  t h e  rev iew,  v a l i d a t i o n ,  and subsequent s e t t l e m e n t  o f  submissions may be 
accomplished i n  a t i m e l y  manner. 

2 .  APPLICABILITY These procedures app ly  t o  a l l  MEW p r o j e c t  g ran ts  hav ing  budget 
pe r iods  beg inn ing  on o r  a f t e r  J u l y  1, 1965, except t h a t  research  p r o j e c t  g r a n t s  
,swarded by t h e  NIH on o r  a f t e r  J u l y  1, 1971, w i l l  be s e t t l e d  i n  accordance w i t h  t h e  
procedures s e t  f o r t h  i n  t h e  N I H  GUIDE FOR GRANTS AND CONTRACTS, No. 8 ,  June 29, 
1971. 

W 

3 .  GRANTS TO BE REPORTED 

a. 	 A l l  p r o j e c t  g r a n t s  governed by a f i n a l  i n d i r e c t  c o s t  r a t e  agreement 
s h a l l  be r e p o r t e d  whether o r  n o t  an adjustment i s  due. T h i s  r e q u i r e 
ment a p p l i e s  r e g a r d l e s s  o f  t h e  r a t e  a1t e r n a t i v e  se lec ted ,  whether an 
upward o r  downward adjustment i s  requ i red ,  o r  whether i n d i r e c t  costs  
were previously a d j u s t e d  t h rough  use o f  t h e  annual Report o f  
Expendi ture.  idhen a f i n a l  i n d i r e c t  c o s t  r a t e  i s  es tab l i shed ,  t h e  
grantee i n s t i t u t i o n  i s  expected t o  i n i t i a t e  any adjustments r e s u l t i n g  
therefrom. S e c t i o n  5, (below) blethod o f  Repor t ing ,  p rov ides  guidance 
f o r  format and o r d e r  o f  g r a n t  submissions. 

b. 	 A chronology o f  i n d i r e c t  c o s t  p o l i c i e s  s i n c e  J u l y  1 , 1965, i n d i c a t e s  
t h a t  research  g ran ts  have been s u b j e c t  t o  s t a t u t o r y  o r  a d m i n i s t r a t i v e  
l i m i t a t i o n s  i n  t h e i r  award as f o l l o w s :  

[NOTE: 
 For these purposes, t h e  i s s u e  da te  o f  t h e  award, n o t  t h e  s t a r t  
da te  o f  t h e  budget p e r i o d ,  i s  t h e  govern ing  da te  i n  de te rm in ing  t h e  
a p p l i c a b l e  t ime pe r iod . ]  

-
?he GUIDE i s  publ ished a t  irregu2ar i n t e r v a l s  t o  provide pozicy, program, and 
ndmin i s t ra t i ve  information t o  i n d i v i d u a l s  and organizat ions uho geed t o  be kep t  
informed of requirements and changes i n  gran t s  and con t rac t s  programs a h i n i s t e r e d  
by t he  National I n s t i t u t e s  of Health. 



Grants i ssued  from J u l y  1 , 1965 th rough October 17, 1965 

L i m i t e d  t o  a c t u a l  i n d i r e c t  cos ts  o r  20% o f  t o t a l  d i r e c t  
cos ts  (TDC) , whichever i s  l e s s e r .  The l i m i t a t i o n  i s  
e f f e c t i v e  o n l y  th rough t h a t  budget p e r i o d  w i t h  con t inu 
a t i o n  g r a n t s  t o  f o l l o w  t h e  p o l i c y  i n  b . (3 )  below. 

Grants i ssued  f rom October 18, 1965 th rough February 28, 1966 

L i m i t e d  t o  90% o f  a c t u a l  i n d i r e c t  cos ts  o r  20% o f  TDC, which-
eve r  i s  l esse r .  The l i m i t a t i o n  i s  e f f e c t i v e  o n l y  th rough t h a t  
budget p e r i o d  w i t h  c o n t i n u a t i o n  g ran ts  t o  f o l l o w  t h e  po l  i c y  
i n  b. (3 )  below. 

Con t inua t ion  g r a n t s  whose i n i t i a l  award was i ssued  p r i o r  t o  
March 1 , 1966 

L i m i t e d  t o  90% o f  a c t u a l  i n d i r e c t  cos ts  o r  20% o f  TDC, which-
eve r  i s  l e s s e r .  

Grants whose i n i t i a l  award was i ssued  March 1 ,  1966 and l a t e r  

Wi th  an acceptab le  i n d i r e c t  c o s t  r a t e  and c o s t  s h a r i n g  agree
ment, ac tua l  i n d i r e c t  cos ts  a re  a l l owab le .  

Grants t h a t  r e c e i v e d  a reduced i n d i r e c t  c o s t  award due t o  t h e  
absence o f  a n e g o t i a t e d  i n d i r e c t  c o s t  r a t e  agreement w i l l  
have adjustments computed on a p r o  r a t a  bas i s  s u b j e c t  t o  t h e  
number o f  months i n d i r e c t  c o s t  \4as al lowed. 

c. 	 I f  rebudget ing  d i r e c t  c o s t  ca tegor ies  inc reases  i n d i r e c t  cos ts  so t h a t  
t h e  t o t a l  expense i n c u r r e d  f o r  t h e  budget p e r i o d  exceeds the  t o t a l  
amount awarded and a f i n a l  i n d i r e c t  c o s t  r a t e  has been nego t ia ted ,  t h e  
g r a n t ( s )  'so a f f e c t e d  should be r e p o r t e d  on t h e  Sumnary Report o f  
Expend i tu res  Adjustment Sheet. I n  t h e  event  a f i n a l  r a t e  has n o t  been 
nego t ia ted ,  g ran tee  i n s t i t u t i o n s  may e l e c t  t o  submit  a w r i t t e n  reques t  
f o r  an amended award t o  recover  f u l l  i n d i r e c t  cos ts .  Th i s  reques t  
must s u b s t a n t i a t e  i n  depth t h a t  g ran ts  i n v o l v e d  do n o t  c o n t a i n  an 
unexpended balance o f  i n d i r e c t  c o s t s  and t h a t  t h e  immediate need f o r  
funds p laces  f u l f i l l m e n t  o f  t h e  p r o j e c t  i n  jeopardy .  The preced ing  
p o l i c y  a p p l i e s  a l s o  t o  g ran tee  i n s t i t u t i o n s  hav ing  an ad jus ted  p ro -
v i s i o n a l  r a t e  n e g o t i a t e d  d u r i n g  t h e  budget p e r i o d  which r e s u l t s  i n  
a s i g n i f i c a n t  d i f f e r e n c e  between t h e  amount awarded and t h a t  which 
would have been awarded i f  t h e  ad jus ted  r a t e  were used. Awarding 
agencies w i  11 e x e r c i s e  judgment i n  determi n i  ng t h e  need f o r  t h e  
amended award c o n s i d e r i n g  the' amount o f  a d m i n i s t r a t i v e  e f f o r t  i n v o l v e d  
as w e l l  as t h e  f i n a n c i a l  p o s i t i o n  o f  t h e  gran tee  i n s t i t u t i o n .  
Genera l l y ,  amendpd awards w i l l  n o t  be made un less  t h e  n e t  e f f e c t  f o r  
a l l  awards on t h e  i n s t i t u t i o n  exceeds the  l e s s e r  o f  e i t h e r  $100,000. 
o r  20% o f  t h e  t o t a l  g r a n t  award(s) a f f e c t e d .  Grantees u t i l i z i n g  p re -
determined r a t e s  need o n l y  repo r t  g ran ts  a f f e c t e d  by t h e  rebudget ing  
process and f o o t n o t e  an e x p l a n a t i o n  o f  t h e i r  submission. 
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4. i'Eli'IOD TO BE REPORTED Grantees s h a l l  use t h e  Summary Adjustment Sheet f o r  a l l  
g r a n t  budget years  beg inn ing  on o r  a f t e r  J u l y  1 , 1965. Adjustments s h a l l  be 
r e p o r t e d  f o r  t e rm ina l  yea rs  o f  g r a n t s  as w e l l  as p reced ing  years .  Separate 
Summary Adjustment S l e e t s  s h a l l  be submi t ted  f o r  each f e d e r a l  f i s c a l  y e a r  and w i l l  
c o n t a i n  g ran ts  a p p l i c a b l e  t o  t h a t  y e a r  on l y .  

5. METHOD O F  REPORTING 

a. 	 A l i s t i n g  o f  a l l  p r o j e c t  g r a n t s  w i l l  be submi t ted  on t h e  Summary Report  
of Expend i tu res  Adjustment Sheet i n  accordance w i t h  t h e  fo rma t  shown 
i n  t h e  a t tached E x h i b i t  1. A separa te  adjustment sheet  w i l l  be p re -
pared f o r  each f e d e r a l  f i s c a l  y e a r  ( J u l y  1 , .... th rough  June 30, ....) 
showing o n l y  those g ran ts  hav ing  a budget p e r i o d  s t a r t  w i t h i n  t h a t  
f i s c a l  year .  Grants  s h a l l  be arranged i n  numerical  o r d e r  by t rans -
a c t i o n  number. Expend i tu res  a re  t o  be shown t o  t h e  n e a r e s t  whole 
d o l l a r  by round ing  upwards f o r  504 o r  above and dropp ing  amounts o f  
494 o r  l ess .  The columns headed "IC Adjustment," "Cost Shar ing,"  and 
"Net IC Adjustment" s h a l l  be t o t a l l e d  f o r  each Agency. As a f u r t h e r  
a i d  i n  i d e n t i f y i n g  i n f o r m a t i o n  reques ted  under t h e  sumnary r e p o r t  
headings , exp lana to ry  f o o t n o t e s  have been i n c l u d e d  on t h e  sample r e p o r t  
form. 

b.  	 To a s s i s t  g ran tee  i n s t i t u t i o n s  i n  r e p o r t i n g  p r o j e c t  g r a n t s  and e x p e d i t e  
t h e  process ing  o f  Sumnary Report of Expendi tures Adjustment Sheets, t h e  
N a t i o n a l  I n s t i t u t e s  o f  H e a l t h  w i  11 p rov ide  separate t a b u l a t e d  1i s t s  
by f e d e r a l  f i s c a l  y e a r  o f  NIH and HSMHA (Hea l th  Serv ices  and Mental

W 	 Hea l th  A d m i n i s t r a t i o n )  g r a n t s  s u b j e c t  t o  adjustment.  L i s t i n g s  o f  g r a n t s  
f o r  f i s c a l  yea rs  1966-70 f rom t h i s  source w i l l  be fo rwarded t o  g ran tees  
w i t h i n  t h i r t y  (30) days a f t e r  t h e  da te  o f  t h i s  d i r e c t i v e  and w i l l  be i n  
t h e  same fo rmat  as E x h i b i t  1. S u f f i c i e n t  space w i l l  be p rov ided  beneath 
each heading f o r  i n s e r t i o n  o f  r e q u i r e d  data.  The gran tee  may r e t u r n  
reproduced cop ies  o f  t h i s  fo rm as h i s  completed submission. Due t o  t h e  
p o s s i b i l i t y  o f  omissions o c c u r r i n g  i n  such l i s t i n g s ,  t h e  r e s p o n s i b i l i t y  
f o r  r e p o r t i n g  p r o j e c t  g r a n t s  remains w i t h  t h e  grantee. L i s t i n g s  
f o r  subsequent yea rs  w i l l  be p rov ided  i n  s u f f i c i e n t  t i m e  t o  accompl ish 
necessary a d j u s t m e n t s  . 

6 .  ACCOUNTABILITY OF SETTLEMENT FUNDS 

a. 	 When v a l i d a t i o n  (by  Agency) of  t h e  Summary Report  o f  Expend i tu re  Ad jus t 
ment Sheets f o r  each f i s c a l  y e a r  o r  s e r i e s  o f  f i s c a l  yea rs  has been 
accomplished, t h e  r e s u l t i n g  payment o r  c o l l e c t i o n  of funds f o r  a l l  DHEW 
Agencies w i l l  be handled th rough  t h e  O f f i c e  o f  F i n a n c i a l  Management, 
N a t i o n a l  I n s t i t u t e s  o f  Hea l th .  A s i n g l e  Treasury Check o r  B i l l  o f  
C o l l e c t i o n  w i l l  be s e n t  t o  each gran tee  i n s t i t u t i o n  based upon t h e  n e t-
t o t a l  d o l l a r s  o f  i n d i r e c t  c o s t  adjustments submi t ted  and approved. 
A l l  f i n a n c i a l  t r a n s a c t i o n s  w i l l  be processed o u t s i d e  t h e  Grant Payment 
System r a t h e r  than  th rough normal g r a n t  paymen t / co l l ec t i on  procedures.  
Therefore,  t o  m a i n t a i n  a r e c o n c i l i n g  balance w i t h  g r a n t  funds p r e v i 
o u s l y  rece ived  f rom DHEW, g ran tee  i n s t i t u t i o n s  a re  i n s t r u c t e d  t o  charge 
an account o t h e r  than t h e  o r i g i n a l  g r a n t  account w i t h  any i n d i r e c t  c o s t  
se t t l emen t  funds rece ived  o r  d isbursed.  Supplemental award n o t i c e s  
w i l l  n o t  be i ssued  f o r  upward adjustments.  
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b. 	 Herea f te r ,  n e i t h e r  i nc reases  n o r  decreases i n  i n d i r e c t  cos ts  due t o  
t h e  a p p l i c a t i o n  o f  f i n a l  n e g o t i a t e d  r a t e s  a r e  t o  be r e f l e c t e d  i n  
any way on i n d i v i d u a l  Report  o f  Expendi tures.  Adjustments t o  d i r e c t  
cos ts  w i l l  con t i nue  t o  be r e p o r t e d  i n  t h e  usual  manner. 

7. TRANSMITTAL REQUIREMENTS 


a. 	 I n i t i a l  submission o f  t h e  Sumnary Repor t  o f  Expend i tu res  Adjustment 
Sheets cove r ing  p r o j e c t  g r a n t s  f o r  which f i n a l  n e g o t i a t e d  i n d i r e c t  
c o s t  r a t e s  have been e s t a b l i s h e d  must be r e p o r t e d  w i t h i n  s i x  (6) 
months f rom t h e  da te  o f  t h i s  d i r e c t i v e .  Grantee i n s t i t u t i o n s  unable 
t o  comply w i t h  t h i s  requ i rement  w i l l  submit  a l e t t e r  t o  t h e  I n d i r e c t  
Cost Management Sec t ion ,  O f f i c e  o f  F i n a n c i a l  Management, N I H ,  w i th in  
t h i r t y  (30) days f rom t h e  d i r e c t i v e  d a t e  s t a t i n g  t h e  reasons f o r  t h e  
requested ex tens ion  and t h e  a n t i c i p a t e d  da te  t h e  gran tee  w i l l  forward 
t h e  Summary Report  o f  Expend i tu res  Adjustment Sheets. The I n d i r e c t  

b. 

c. The gran tee  w i l l  p repare  an o r i g i n a l  and t h r e e  (3 )  cop ies  o f  t h e  

Cost Management Sec t i on  w i l l  r ev iew  t h e  reques t  and adv ise  t h e  
gran tee  whether o r  n o t  an ex tens ion  w i l l  be pe rm i t ted .  

When f i n a l  i n d i r e c t  c o s t  r a t e s  are  n e g o t i a t e d  f o r  subsequent yea rs ,  
t h e  O f f i c e  o f  G r a n t  A d m i n i s t r a t i o n  P o l i c y ,  DHEW, w i l l  remind the  
grantees o f  t h e  requ i rement  t o  submit  a Summary Report  o f  Expendi
t u r e s  Adjustment Sheet w i t h i n  one ( 1 )  y e a r  f rom t h e  da te  o f  
execu t ion  o f  t h e  agreement. If Sumnary Report o f  Expend i tu res  
Adjustment Sheets a r e  n o t  rece ived  w i t h i n  t h e  t ime  l i m i t a t i o n ,  
upward adjustment of i n d i r e c t  cos ts  w i l l  n o t  be considered. 

d. 

Summary Adjustment Report ,  c e r t i f y  t o  the  accuracy and completeness 
o f  t h e  data repor ted ,  and fo rward  t o  t h e  f o l l o w i n g  address: 

Department o f  Hea l th ,  Educat ion,  and Welfare 

Nat iona l  I n s t i t u t e s  o f  H e a l t h  

O f f i c e  o f  F i n a n c i a l  Management 

I n d i r e c t  Cost Management Sec t i on  

B u i l d i n g  31, Room B1B-62 

Bethesda, MD 20014 


Acknowledgement w i l l  be s e n t  t h e  gran tee  i n s t i t u t i o n  upon r e c e i p t  o f  
t h e i r  submission. Copies o f  t h e  Sumnary Adjustment Report w i l l  be 
d i s t r i b u t e d  t o  t h e  a p p l i c a b l e  Regional A u d i t  O f f i c e  and t o  each 
awardi ng Agency. 

D i r e c t  i n q u i r y  rega rd ing  t h e  s u b j e c t  m a t e r i a l  con ta ined h e r e i n  may be 
made by c o n t a c t i n g  t h e  I n d i r e c t  Cost Management Sec t i on  a t  301-496-5315 
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EXHIBIT 1 

SUMMARY REPORT OF EXPENDITURES 
ADJUSTMENT SHEET 

I n s t i t u t i o n  Various I C  Rate Al t e rna t ive  1 
Address Anywhere, U.S.A. Adjustment Period (Ped ,  Fisca l  Year) 7/1/65--6/30/66 

Grant Number & Grant Budget Period Allowable Cost Base F ina l  I C  Rate Allowable I C  Pd. I C  Cost Net I C  
Transaction Number Governing Date From To TDC TDC-% I C  Amount P e r  KOE Adjustment Sharing Adjustment 

(1) ( 2 )  (3)* - (4) 0) (6) 
National I n s t i t u t e s  

of Health 
(A) 01-010000 I-R01-HE-10000-01 8/1/6S 7/31/66 $20,000 $6,000 40.00 $3,200 $2,400 $ 800 $-0- $ 800 

(B) 02-020000 5-RO1-HE-20000-02 3/1/66 2/28/67 20,000 8,000 (9Wbc30.00) 2,160 3,600 (1,440) -0- (1,440) 
GD 2/1/65 

(C) 01-030000 1-R01-AM-60000-01 4/1/66 3/31/67 20,000 8,000 60.00 4,800 3,200 1,600 80 1,520 

(D) 01-031000 1-R01-AM-40000-01 12/1/65 11/30/66 20,000 8,000 20.00 4,000 4,000 -0- -0- -0-

(E) 01-040000 1-R01-AM-50000-01 5/1/66 4/30/67 20,000 8,000 40.00 3,200 4,000 (8001 (40) (760)
~U~ 

NOTES : -
General - Prepare  sepa ra t e  adjustment shee t  f o r  each Agency (Off ice  of Education, N I H ,  SRS, e t c . ) .  Show ambunts t o  neares t  whole d o l l a r .  
(1) Obtain number from award s ta tement ;  arrange i n  numerical o rder  by f i v e d i g i t s  of t ransac t ion  number. 
(2 )  Governing Date - For continuing p ro jec t s  f o r  which the  o r i g i n a l  award w a s  made before March 1, 1966, i nd ica t e  bas i c  award da te .  
(3) Record allowable cos t  base chargeable t o  gran t ;  i f  base d i f f e r e n t  from TDC o r  S&W, s t a t e  the  formula used. 
(4) The allowable I C  amount f o r  g ran t s  subjec t  t o  s t a t u t o r y  o r  adminis t ra t ive  l imi t a t ions  should show only the amount allowable up 

t o  the l i m i t a t i o n .  The allowable amount l n  these ins tances  should be footnoted and explained. 
( 5 )  Record amount of i n d i r e c t  cos t  paid t o  your i n s t i t u t i o n  as shown on the annual repor t  of expenditures.  
(6 )  If  cost  sha r ing  was r e f l ec t ed  i n  previous ind i r ec t  cos t  amount claimed, compute amount t o  en te r  i n  t h i s  column by multiplying 

d o l l a r s  of I C  adjustment x cos t  sharing r a t e .  
(A) Provis iona l  r a t e  of 30% S W  was f ina l i zed  a t  40% S&W ( I C  amount using f i n a l  r a t e  is l e se  than 20% T D C ) .  

(B) Provis iona l  r a t e  of 50% SW was f ina l i zed  a t  30% SW (90/20 pol icy  app l i e s ,  claim l imi ted  t o  90% x f i n a l  r a t e  x SW). 

(C) Provis iona l  r a t e  of 40% S 6 U  was f ina l i zed  a t  60% SW ( cos t  shared through indiv idua l  cos t  eharing agreement - 5% Of t o t a l  p ro jec t  cos t s ) .  

(D) Provis iona l  r a t e  of 60% SW was f ina l i zed  a t  70% S M J  (90/20 pol icy  app l i e s ,  claim l lmi ted  t o  20% TDC). 

(E) Provis iona l  r a t e  of 50% S W  was f ina l i zed  a t  40% SW ( cos t  shared 5% through individual cos t  shar ing  agreement). 


I hereby c e r t i f y  t h a t  the  above informatton is t r u e ,  
complete and accura te  t o  the  b e s t  of my knowledge and 
t h a t  expenditures reported have been made in  accordance 
wl th  appropr ia te  g ran t  p o l i c i e s .  

S igna ture  & T i t l e  Date 


