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POLICY 
1. PURPOSE T h i s  issuance s ta tes  the policy and describes the procedures and 
g u i d m u n d e r  which ins t i tu t ions  may rebudget the funds provided  by specified 
types of research and training grants from the NIH. I t  supersedes NIH Extramural 
Programs Circular No. 12, "Modified Procedures fo r  Those Inst i tut ions Participating
i n  the ' Inst i tut ional  Prior Approval' Program," August 1968, and a l l  other refer­
ences inconsistent w i t h  this issuance and serves t o  b r i n g  NIH policy in to  compli­
ance w i t h  the Office of Management and Budget 's  Circulars A-21 and A-101, and 
applicable DHEW policy. 

2. APPLICABILITY T h i s  policy covers NIH grants which bear the following grant
number prefixes: 

Research Projects RO1 t h r u  R24 Excluding R05, RO9, 
W R10, and R13. 

Program Projects and Centers 	 Mol 
PO1 t h r u  P17 Excluding PO9 and P16. 

Research Tra i  n i  ng TO1 t h r u  T15 	 Excluding T09, T10, 
and T14. 

Training Program Projects DO2 t h r u  D12. 

I t  i s  not applicable t o  g r a n t s  made t o  individuals because they are not permitted 
to  rebudget funds without  prior approval of the NIH. 

3. BACKGROUND Grant budgets are reviewed and receive the approval of the NIH 
awarding u n i t  for  specific categories of expenditures such as personnel , equipment,
supplies, and travel. In certain instances, NIH policy has permitted the grantee
ins t i tu t ion  t o  depart from the approved budget and use grant funds for other direct  
cost items required fo r  the project. In other cases, prior approval by the NIH 
awarding u n i t  has been required. A t  one time a l l  grantees were required t o  o b t a i n  
p r i o r  approval i n  w r i t i n g  from the NIH awarding u n i t  f o r  rebudgeting of essent ia l ly  
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a l l  g r a n t  funds p r io r  t o  the performance of the ac t  which required the expenditure
of funds. 

In 1964, the NIH on behalf of the PHS in i t ia ted  a p i lo t  study on increasing the 
role of the grantee i n s t i t u t i o n  i n  the management of projects funded through
research g r a n t s .  Selected inst i tut ions were assigned the responsibility to  review 
and approve requests from principal investigators and program directors w i  t h i n  
the i r  own ins t i tu t ions  for  changes i n  certain categories of expenditures. Based 
on resul ts  of the p i lo t  study, the rebudgeting authority was broadened to  cover 
certai n trai n i  ng  programs and was gradual ly extended t o  other i ns t i  t u t i  ons. Such 
rebudgeting authority now resides i n  v i r tual ly  a l l  major grantee institutions of 
the NIH. 

4. POLICY The NIH expects the grantee inst i tut ion t o  anticipate the fu l l  extent 
of i t s a n c i a 1  requirements when applying fo r  a g r a n t ,  t o  jus t i fy  them i n  terms 
of essent ia l i ty  to  the project o r  program, and t o  budget f o r  those costs i n  each 
grant application. Approval of a grant budget by the NIH constitutes prior
approval for expenditure of  funds fo r  costs included i n  the approved budget. 

NIH permits grantee in s t i t u t ions  t o  depart from the grant budget agreed upon a t  the 
time of award t o  meet certain unanticipated requirements i n  research and training
projects, provided tha t  g r a n t  f u n d s  are  used in compliance w i t h  NIH pol ic ies  and 
the Federal Regulations governing the respective grant program. Such departures 
must enhance and not impede progress of the project toward i t s  stated objective
and be in conformance w i t h  the rebudgeting guidelines o f  t h i s  policy statement and 
the policies and procedures o f  the grantee ins t i tu t ion .  They may fur ther  be 
conditioned by res t r ic t ions  imposed by the NIH awarding u n i t  as a condition of the 
individual award. 

5. DEFINITIONS 

a. 	 Prior Approval: For purposes of t h i s  issuance "prior approval" i s  defined 
as the written documentation of permission t o  use grant funds for  certain 
purposes n o t  included i n  the approved budget as shown on the award docu­
ment. The request fo r  such action i s  usually in i t ia ted  by the principal
investigator or  the program director and must be approved by the NIH 
awarding u n i t  or the designated grantee ins t i tu t ion  off ic ia l  , as  provided
for  i n  t h i s  policy, pr ior  t o  the performance of the ac t  which requires the 
expenditure o f  funds. 

b. 	 Equipment: An item of equipment i s  an a r t i c l e  of property, which i s  com­
plete  i n  i t s e l f ,  i s  of a durable nature, and has an expected service l i f e  
of one year o r  more. 

General ur ose equipment i s  defined as items which are usable fo r  activ­
i t i e s  off;e-t e ins t i tu t ion  other than research or training, such as off ice  
equipment and furnishings, a i r  conditioning, reproduction equipment,
automatic data processing equipment, e tc .  

c. 	 Travel: Domestic travel i s  travel performed w i t h i n  the grantee's own 
country and travel between the U.S. and Canada fo r  grants made to  insti­
tutions w i t h i n  the U.S. or Canada. The U.S. includes Guam, American Samoa, 
Puerto Rico , the Virgin Islands , the Canal Zone, and the Trust Territory
of the Pacific Islands. 
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Fore ign t r a v e l  i s  t r a v e l  ou ts ide  the  U.S. o r  Canada, o r  n o t  w i t h i n  t h e  
g ran tee ' s  own country.  Travel  w i t h i n  the  U.S. o r  Canada enroute t o  o r  
r e t u r n i n g  from a f o r e i g n  d e s t i n a t i o n  i s  considered f o r e i g n  t r a v e l .  

d. 	 P a t i e n t  costs i nc lude  h o s p i t a l i z a t i o n ,  i n p a t i e n t ,  o u t p a t i e n t ,  donor and 
s u b j e c t  costs.  

e. 	 Trainee costs  i nc lude  s t ipend,  t u i t i o n ,  t r a i n e e  t r a v e l ,  and dependency
a11owance. 

6. DPLNENl'ING GUIDELINES 

a. Awarding U n i t  

Awarding u n i t s  w i l l  n o t  apply  r e s t r i c t i o n s  on rebudget ing o f  funds t o  
any c lass  o f  app l i cab le  grants  o r  g ran t  programs o r  t o  any cos t  
category covered by t h i s  p o l i c y  on an across-the-board bas is  w i t h o u t  
t h e  express w r i t t e n  p r i o r  approval o f  t h e  Associate D i r e c t o r  f o r  
Extramural Research and T ra in ing ,  NIH. R e s t r i c t i o n  on the  use o f  
funds f o r  a s p e c i f i c  purpose may be p laced on an i n d i v i d u a l  g r a n t  as 
a c o n d i t i o n  o f  t he  award a t  t he  t ime o f  award when a p a r t i c u l a r  circum­
stance m e r i t s  such a c t i o n  by the  awarding u n i t .  (See Sect ion 8 -
Referral  o f  Problems t o  the  NIH.) 

b. Grantee I n s t i t u t i o n  

Grantee i n s t i t u t i o n s  may rebudget g r a n t  funds a v a i l a b l e  w i t h i n  t h e  
amount awarded f o r  d i r e c t  costs  t o  meet unan t i c ipa ted  needs (except 

U f o r  c o s t  categor ies l i s t e d  i n  Sect ion 7a .  below) under the  f o l l o w i n g  
general  cond i t i ons  : 

(1) 	 The i n s t i t u t i o n  w i l l  designate an appropr ia te grantee i n s t i ­
t u t i o n  o f f i c i a l  ( s )  t o  rev iew and approve rebudget ing requests. 

(2) 	 The rebudget ing request must be reviewed by the  designated
o f f i c i a l  f o r  s c i e n t i f i c  o r  program p r o p r i e t y  i n  r e l a t i o n  t o  the  
o b j e c t i v e s  o f  t h e  s p e c i f i c  p r o j e c t  supported by the  g r a n t  t o  
which t h e  charges w i l l  be made. 

(3)  	 The rebudget ing request must be reviewed by approp r ia te  admin­
i s t r a t i v e  o f f i c i a l  ( s )  o f  t h e  grantee i n s t i t u t i o n  t o  determine 
t h a t  t h e  change i s  pe rm iss ib le  w i t h i n  the  p o l i c i e s  and 
procedures o f  both t h e  grantee i n s t i t u t i o n  and t h e  N I H  govern­
i n g  t h e  cos t  category o r  categor ies concerned. 

(4) 	 The rebudget ing a c t i o n  must n e i t h e r  impa i r  t h e  i n s t i t u t i o n ' s  
a b i l i t y  t o  complete the  p r o j e c t  o r  a c t i v i t y  as approved, nor  
increase the t o t a l  cost  t o  the grant.  

(5) 	 The funds may n o t  be used f o r  any purpose d i sa l l owed  as a 
cond i t i on  o f  t he  award. 

(6) 	Decisions a f f e c t i n g  rebudget ing must be w e l l  documented and 
r e t a i n e d  i n  the i n s t i t u t i o n ' s  records a v a i l a b l e  f o r  i nspec t i on  
o r  a u d i t  f o r  a pe r iod  cons is ten t  w i t h  the  records r e t e n t i o n  
requirements o f  t he  NIH. 

W 
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**i-7.  S P E C I F I C  L M T A T I O N S  AND CONDITIONS I N  REBUDGETING The NIH requires tha t  
rebudqetins of certain items of cost m u s t  have p r i o r  approval by the NIH awarding-
u n i t  Snd for  other items p r io r  approval by a designated' grantee- ins t i tu t ion  
off ic ia l  ( s ) .  Grantee insti tutions may be more, b u t  no t  l ess ,  res t r ic t ive  concern­
i n g  rebudgeting on the specified items. I n  addition, they may establish pr ior
approval requirements w i t h i n  t he i r  own ins t i tu t ion  f o r  cost categories other than 
those specified under 7 a., b., and c. below. Approval for  rebudgeting i n  these 
"other" categories may be a t  any level s e t  by the grantee inst i tut ion.  Approval
authority, however, for rebudgeting of funds from NIH grants f o r  the categories
l i s ted  i n  7 b. below may n o t  be delegated below the level of the specif ical ly
designated grantee i n s t i t u t i o n  of f ic ia l  ( s ) .  Requests t o  the NIH awarding u n i t  m u s t  
be in w r i t i n g  and signed or countersigned by the appropriate grantee ins t i tu t ion  
of f ic ia l .  

a.  Prior Approval by the NIH Awarding U n i t  

The NIH requires p r io r  approval by the appropriate awarding u n i t  for 
rebudgeti ng for  the fo l l  owing purposes : 

(1) 	 Any purpose disapproved o r  res t r ic ted as a condition of the 
award. 

( 2 )  Each foreign t r i p  and attendant travel expenditure. 

( 3 )  	 Purchase by foreign grantees of non-Uni ted States manufactured 
single item of equipment costing $2,000 o r  more. 

(4 )  	 Any item of general purpose equipment costing $200 o r  more, e .g . ,
off ice  equipment; a i r  conditioning, reproduction, data processing
equipment, e tc .  n­

(5) 	 Increase or decrease i n  the total  amount budget fo r  training 
s ti pends . 

b. Pr ior  Approval by the Grantee Inst i tut ion 

The NIH requires p r io r  approval by the designated grantee ins t i tu t ion  
of f ic ia l  for  rebudgeting for  the following purposes and must be under 
the conditions se t  o u t  below: 

(1) 	 Domestic travel i n  any budget period in excess of $500 o r  125% 
of the amount f o r  domestic travel i n  the NIH approved budget,
whichever i s greater. 

Conditions: ( a )  	 For employees, the t r ip  must provide d i rec t  
benefit t o  the prosecution of the project or 
program funded by the grant to  which the 
expenditure w i  11 be charged. 

( b )  	 For trainees, i n  a d d i t i o n  t o  the above, the 
t r i p  must provide pertinent experience i n  
the furtherance of the i r  training on the 
grant t o  which the expenditure will be 
charged. 

( 2 )  Equipment 

Individual items of equipment w i t h  acquisition costs of $1,000 
or more, AND 



NIH Guide f o r  Grants and Contracts,  No. 19, May 15, 1972 Page Five 

To ta l  expendi ture f o r  equipment i n  any budget p e r i o d  i n  
excess o f  $1,000 o r  125% o f  t he  amount f o r  equipment i n  
the  NIH approved budget, whichever i s  greater .  

Condi t ions:  (a)  	 The equipment i s  requ i red  f o r  t h e  conduct 
and p r o d u c t i v i t y  o f  t he  p r o j e c t  funded by 
the g r a n t  t o  which t h e  expendi ture w i l l  be 
charged. 

(b) 	 Sui tab le,  s i m i l a r  equipment i s  n o t  a v a i l a b l e  
t o  the  p r o j e c t  from the  sponsoring i n s t i t u ­
t i o n  o r  o t h e r  sources. 

(3) 	 P a t i e n t  cos ts  i n  excess o f  those o r i g i n a l l y  approved by t h e  NIH 
awarding u n i t .  

Condi t ions : (a )  

(b) 

( c )  

S c i e n t i f i c  need f o r  p a t i e n t s  and p a t i e n t  
costs  i n  t h e  p r o j e c t  must have had the  
approval o f  t h e  NIH f o r  t h e  budget p e r i o d
involved.  

There i s  a need o r  unforeseen o p p o r t u n i t y  t o  
add more experimental cases t o  t h e  study t o  
expedi te  s c i e n t i f i c  progress o f  t h e  p r o j e c t  
supported by the g ran t  t o  which t h e  expendi ture
w i l l  be charged. 

Charges are consis tent ,  where appl icable,  w i t h  
r a t e s  es tab l i shed  by the  O f f i c e  o f  Grants 
Admin i s t ra t i on  Pol i c y  , DHEW. 

(4 )  	 A l t e r a t i o n  and renovat ion costs  9t o  the l e s s e r  o f  $75,000 o r  25% 
of t h e  t o t a l  d i r e c t  costs  ( l e s s  e x c E i o n s )  reasonably expected 
t o  be awarded f o r  t h e  e n t i r e  p r o j e c t  per iod.  

Condi t ions : (a) 

(b)  

The t o t a l  d i r e c t  cos ts  aga ins t  which t h e  compu­
t a t i o n  i s  made must exclude amounts f o r  p a t i e n t  
costs  and t r a i n e e  costs. (See D e f i n i t i o n s ,  
Sect ion 5.) 

Rebudgeting by t h e  i n s t i t u t i o n  i n t o  t h e  a l t e r ­
a t i o n s  and renovat ions category must n o t  increase 
t h e  t o t a l  o f  t h a t  category beyond t h e  maximum 
a l l owab le  o f  $75,000 o r  25% o f  d i r e c t  costs ,  l e s s  
exc lus ions.  
The a l t e r a t i o n s  and renovat ions must be f o r  space
occupied o r  t o t a l l y  used by t h e  p r o j e c t  funded 
by t h e  g ran t  t o  which t h e  expendi ture w i l l  be 
charged. 

The space t o  be renovated must be s t r u c t u r a l l y
complete, have a usable remaining l i f e  
c o n s i s t e n t  w i t h  program purposes, and be 
a r c h i t e c t u r a l l y  s u i  t a b l e  f o r  conversion. 
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(e )  	 The rebudgeting must not  impair the grantee's -e­


ab i l i t y  t o  accomplish the objectives of the 

project i n  the a l lot ted time, o r  adversely

affect  the conduct of the project. 


( f )  	Any rebudgeting i n t o  a l terat ions and renova­

t ions must n o t  contribute t o  an increase i n  

the cost t o  NIH for  support of the project. 


c. General Limitations Concerning Indirect Costs i n  Rebudgetinq 


Funds awarded and ident i f ied f o r  indirect  costs may n o t  be re-

budgeted into direct  costs du r ing  the budget period for  which 

the funds were awarded. 


When the d i rec t  cost base upon which indirect  costs are calcu­

la ted i s  increased by any rebudgeting of d i rec t  cost funds, no 

additional funds f o r  indirect  cost resulting from such action 

will be provided by the NIH. The ins t i tu t ion  m u s t x e m  

appropriate reduction i n  the d i rec t  costs of the grant t o  pro-

vide fo r  any additional indirect  cost tha t  may be due as  a 

resul t  of the rebudget ing,  based on the ra te  currently i n  effect .  


8. 	 REFERRAL OF PROBLEMS TO T H E  N I H  AWARDING U N I T  I t  i s  n o t  mandatory t h a t  
decisions regarding rebudgeting o f  funds be made w i t h o u t  recourse t o  the NIH award­
i n g  u n i t .  I f ,  i n  the opinion o f  the responsible grantee i n s t i t u t i o n  of f ic ia l  , no 
procedure, policy, or  precedent clearly applies t o  the rebudgeting question, he 

should seek advice from the awarding u n i t .  If a request fo r  a budget change may

lead to  a s ignif icant  change i n  the direction o r  t o  a departure from the project 
as approved, the question should be referred t o  the NIH awarding u n i t  f o r  determi- ­n a t i o n .  T h i s  does no t  constitute a mechanism fo r  appeal by the principal investi­ 

gator  or  program director direct ly  to  the awarding u n i t .  Issues may be referred 

by the responsible of f ic ia l  of the grantee ins t i tu t ion  i f  they cannot be decided 

internally i n  the grantee inst i tut ion.  


If du r ing  the budget period i t  becomes apparent t o  the grantee ins t i tu t ion  o r  the 

principal investigator tha t  a res t r ic t ion  made by the awarding u n i t  a t  the time of 

award i s  working to  the disadvantage of the project, the responsible grantee in s t i ­ 

t u t i o n  of f ic ia l  may request in w r i t i n g  t h a t  the awarding u n i t  rescind the res t r ic ­ 

t i o n  i n  question. If the awarding u n i t  approves the request i n  w r i t i n g ,  subsequent

budget changes permitted by the removal of the res t r ic t ion  may be authorized by the 

grantee o f f i c i a l .  


9. EFFECTIVE DAm This policy is  effective July 1 ,  1972. 

References 

(1) 	 Office of Management and Budget Circular A-21, September 2 ,  1970, as modified 

by OM3 Transmittal Memorandum No. 1 ,  March 30, 1971. 
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DHEU Grants Administration Manual, Chapter 2-65, Research Cost Principles for  
Educational Inst i tut ions.  
DHEY Grants Administration Manual , Chapter 3-60, Training Cost Principles for  
Educational Inst i tut ions.  
DHEW Grants Administration Manual , Chapter 1-44, Alterations and Renovations 
of Fac i l i t i es  w i t h  DHEW Grant Funds--. 
NIH Guide for  Grants and Contracts, No. 5, February 5,  1971. 



.-


NIH Guide f o r  Grants and Contracts, No, 19, May 15, 1972 Page Seven 


W 

T Stww IN RESEAFUM GRANTS (NIH 4709 POLICY 
1. PURPOSE T h i s  issuance s ta tes  the NIH policy concerning cost  sharing require­
m i i t s c a b l e  t o  research project grants. I t  i s  based on Office of Management
and Budget (OMB) Circular A-100, December 18, 1970, and implements DHEW Grants 
Administration Manual Chapter 2-140 (Revised), July 22, 1971. I t  supersedes
PPO #135 and NIH implementation of cost-sharing policy published i n  Bureau of 
Budget Circular A-74, DHEW Grants Administration Manual Chapter 2-150, March 6,  
1969, and other instructions inconsistent w i t h  the present policy and instructions. 

2.  APPLICABILITY T h i s  policy i s  applicable t o  a l l  research projects supported by
NIH grants. 

3. BACKGROUND Beginning w i t h  the 1966 DHEW Appropriation Act (August 31, 1965)
and continuing each year since, cost sharing has been required by s t a t u t e  on a l l  
research projects supported by DHEW grants. The Act s t a t e s  "None of the f u n d s  
provided herein shall  be used t o  pay any recipient of a grant f o r  the conduct of 
a research project an amount equal t o  as much as the entire cost  of the project."
Implementation of the cost  sharing section of the 1966 DHEW Appropriation Act was 
as follows: For projects in i t ia ted  between October 18, 1965 and February 28, 1966, 
cost  sharing was accomplished by limiting the indirect  cost  to  20%of total  direct  
costs (TDC) or 90%of actual indirect  costs,  whichever was lesser. For new and 
renewal projects w i t h  beginning dates on o r  a f t e r  March 1 ,  1966, cost  sharing has 
been accomplished e i ther  through individual grant o r  inst i tut ional  cost-sharing 
agreements with the DHEW and under guidelines of BOB Circular No. A-74. In par t ,
because of changes i n  s ta tutory cost-sharing provisions affecting other Federal 
agencies, the OMB issued new guidelines December 18, 1970, i n  Circular No. A-100,
superseding Circular No. A-74. 

4. 	 DEFINITION - COST SHARING In general, cost  sharing represents the portion of 
project costs  which i s  not borne by the Federal Government. Cost sharing i s  a 
contribution by the grantee which may be i n  cash, i n  kind, o r  both, derived from 
e i ther  the grantee inst i tut ion o r  from t h i r d  party inst i tut ions,  organizations, o r  
individuals. 

PoLrcy5. - Cost sha r ing  shall  be required on every N I H  grant-supported research 
project. Grantee institutions may share i n  the costs of grant-supported research 
e i ther  through an inst i tut ional  agreement negotiated f o r  a l l  such DHEW grants o r  
on a project-by-project basis. Cost-sharing requirements on foreign grants and 

grants t o  individuals a re  met through nonpayment of indirect  costs. Authorized 

Federal agencies receiving NIH research grants share costs through provision of 

f a c i l i t i e s  and services by tha t  agency. 


6. 	 RESPONSIBILITY DHEW has assigned the responsibil i ty f o r  cost  sharing adminis­
t ra t ion as  follows: 

a .  	 The Health Service and Mental Health Administration (HSMHA) i s  
respnsible for  negotiating and administering inst i tut ional  cost-
sharing agreements on behalf of a l l  DHEW agencies. The HSMHA shal l  
provide the operating agencies w i t h  current listings of a l l  insti­
tutions having a cost-sharing agreement, indicating the types of 
grant proarams covered by those agreements and the effective dates. 
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Grantee ins t i tu t ions  submitting inst i tut ional  cost-sharing proposals

should d i rec t  them t o :  


Chief , Grants Operations Branch 
Office of Grants Management, HSMHA 

5600 Fishers Lane 

Rockvi 1l e ,  Mary1a n d  20852 

Telephone: 

301 - 443-1874 

NIH awarding u n i t s  needing information concerning inst i tut ional  cost-

sharing agreements should contact the NIH l ia ison representative: 


Chlef of Grants Management Branch 
Office of Contracts and Grants, NIH 
Bldg. 31, b. 1B 23, Extension 66431 

b. The NIH awarding units are  responsible fo r :  


(1) 	 ascertaining prior t o  an award whether the proposed grant

i s  covered by an inst i tut ional  cost-sharing agreement, as  

shown on the l i s t  provided by the HSMHA: 


(2 )  	 i n  the absence of an i n s t i t u t i o n a l  agreement, the negotiation
and administration of a cost-sharing agreement fo r  t h a t  
project; and 

( 3 )  notifying the NIH l ia ison representative (see 6 a. above)
about new types of NIH grant programs which will be subject 
t o  cost sharing, and new grantee in s t i t u t ions  who may be 
given timely advice concerning the cost-sharing options
available t o  them. 

7. IMPLEMENTATION 

a. Institutional cost-sharing aqreements 


An inst i tut ional  cost-sharing agreement covering the aggregate of a l l  

research projects supported by the DHEW a t  the i n s t i t u t i o n  will be 

negotiated and administered by the HSMHA. T h i s  agreement establishes 

the average level of cost sharing for  a l l  grants covered on the basis 

of the grantee's f iscal  year and provides a basis fo r  assessing the 

over-all extent t o  which non-Federal sources contribute t o  the cost of 

research a t  a given ins t i tu t ion .  


b. Project-by-project cost-shari ng agreements 


In the absence of an inst i tut ional  cost-sharing agreement,. project-by-
project agreements will be negotiated and administered by the NIH 
awardi ng u n i  t wi t h i n  the fol 1owi ng  g u i del i nes : 

(1) 	 The awarding u n i t  shall request the research grant applicant 

t o  s u b m i t  an individual cost-sharing proposal fo r  the en t i re  

project period a t  the time i t  i s  notified tha t  a project will 

be funded. HEW Form 490, Grant Cost Sharing Proposal, w i t h  

covering memorandum, shall be provided the applicant for  t h i s  

purpose. (See I l lus t ra t ion  No. 1 . )  
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The proposal will cover the en t i re  project period and will 
s t a t e  the percentage of total  allowable project costs ( i . e . ,
the combined Federal and grantee shares) which the applicant 
proposes to  contribute t o  the planned research. A proposal
of less  t h a n  5% of non-Federal contribution fo r  the project
period requires special jus t i f ica t ion  prior t o  acceptance.
The g r a n t  will not  be awarded until the applicant and the 
awarding u n i t  have agreed t o  a cost-sharing percentage. T h i s  
percentage shall be specified on the grant award statement 
t o  signify the awarding uni t ' s  acceptance of the applicant's
proposal. 

(3 )  	 There may be no contribution, or only a token contribution,
i n  some years of the project period provided tha t  the agreed
over-all percentage for  the project as a whole is met. 
Separate cost-sharing proposals will n o t  be required for  non-
competing continuations and supplements. I f  there i s  an early
termination of the project period, the negotiated cost-sharing 
percentage will apply to  the actual period of Federal support. 

(4) 	 The grantee contribution must be project related and may be 

from any non-Federal source. Grantees will no t  be required

t o  o b t a i n  pr ior  awarding u n i t  approval of the budget categories

i n  which costs are to  be contributed. The contribution may be 

i n  any allowable budget category or combination of  categories

such as sa la r ies ,  equipment, supplies, t rave l ,  or indirect  costs. 


W (5) 	Expenditure of the Federal share of grant-related income will 
not be allowed to  meet cost-sharing agreements except for grants
under those programs where i t  is  clear  tha t  legis la t ive intent  
was to  permit such income t o  be used for  tha t  purpose. 

(6) 	 A t  the termination of the project period, the awarding u n i t  will 
verify the amount of cost sharing reported against the percentage
agreed t o  a t  the in i t i a t ion  of the project period. If the cost-
sharing percentage i s  l e s s  t h a n  t h a t  agreed t o  b u t  s t i l l  5% o r  
greater ,  the awarding u n i t  shall review the contributing factors 
and make the determination as  t o  i t s  acceptability. If the 
cost-sharing percentage i s  less  than tha t  agreed t o  and i s  less 
than 5%, the problem shall be referred t o  the Director, Office 
of Contracts and Grants, ODA, NIH, fo r  resolution. 

c. Reporting requirements 


Grantees are required t o  report cost sha r ing  fo r  each budget period on 
HEW Form 489, Report of Research Grant Expenditures, as fol lows : 

( 1 )  	 For inst i tut ional  agreements, show the word " inst i tut ional"  i n  

item 8.a. and the effect ive date of the agreement i n  item 8.b. 

No other information i s  required. 


(2) 	 For project-by-project agreements, show the amount of the 
grantee's cost sharing for the period covered by the Report of 
Expenditures. If there was no cost sha r ing  du r ing  the reported
period, the grantee should write "no c.s." i n  item 8.a. on the 
form. 
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(3) 	 If a grantee wishes t o  provide cost sharing i n  the indirect  cost 
category, he shou ld  reduce his claim for  indirect  costs to  which 
he would otherwise be en t i t l ed  and include an  explanation i n  the 
"Remarks" section of the Report of Expenditures showing tha t  the 
reduced indirect  cos t  claim i s  intentional and fo r  the purpose o f  
cost shari ng . 

d. Application review process 


The extent of cost sharing proposed by applicants shall n o t  be a factor 
i n  the competititon for  research grant funds. Application forms will 
not request information on cost sharing, and cost sharing levels will 
not be made available t o  consultants engaged by the N I H  t o  evaluate 
the merit of research grant applications. 

8. EFFECTWE Dmzr This policy i s  effective for  a l l  research grants w i t h  budget
period beginning  dates on o r  a f t e r  July 1 ,  1972. For non-competing continuation 
grants (Type 5) w i t h  individual cost-shari ng agreements, a single agreement w i  11 be 
obtained by the awarding u n i t  which covers a l l  the remaining budget periods w i t h i n  
the project period. 

References 
-Grants Administration Manual , Chapter 2-140, Cost Sharing i n  Research 

Grants. 
( 2 )  DHEW Publication No. (HSM) 72-10, A Guide t o  Inst i tut ional  Cost Sharing. .  

Agreements fo r  Research Grants Supported by the DHEW. 
(3) OMB Circular No. A-100, December 18, 1970, Cost Shar ing  on Research Supported

by Federal Agencies.
(4)  DHEW Appropriations Act FY 1966, Section 203. 
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ILLUSTRATION 1 
DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE 

Page 1 

PUBLIC HEALTH SERVICE 

N A T I O N A L  INSTITUTES OF HEALTH 
BETHESDA. MARYLAND 20014 

Date -

Grant N o .  


P r i n c i p a l  

I n v e s t i g a t o r  


To 


FROM : 


SUBJECT: Cost s h a r i n g  i n  r e s e a r c h  g r a n t s  


Recommended 

P r o j e c t  Pe r iod  


R ecomended 
Direct Cos ts  $ 

$ 

S 

I n  keeping wi th  t h e  Department of Hea l th ,  Educat ion,  and Welfare  p o l i c y  on c o s t  

w h a r i n g  i n  r e s e a r c h  g r a n t s ,  and t h e  N I H  implementat ion of t h a t  p o l i c y  which w a s  


announced i n  N I H  Guide f o r  Grants and C o n t r a c t s  No. 19, da t ed  May 15, 1972,  i t  

i s  necessa ry  t o  e s t a b l i s h  i n  advance of a n  award t h e  e x t e n t  of c o s t  p a r t i c i p a t i o n  

by t h e  a p p l i c a n t  i n s t i t u t i o n .  S ince  your i n s t i t u t i o n  h a s  n o t  developed an 

i n s t i t u t i o n a l  cos t - sha r ing  agreement w i t h  t h e  DHEW, a s e p a r a t e  p roposa l  w i l l  be  

r e q u i r e d  f o r  each r e s e a r c h  p r o j e c t  t o  be  suppor ted  by an N I H  g r a n t .  


P l e a s e  complete t h e  enc losed  form HEW 490 f o r  t h e  r e s e a r c h  p r o j e c t  i d e n t i f i e d  

above which has  been recommended f o r  approval f o r  the project  p e r i o d  i n d i c a t e d  

and i n  amounts n o t  t o  exceed t h o s e  shown f o r  d i r e c t  c o s t s  t o  which r e l a t e d  

i n d i r e c t  c o s t  a t  a rate n o t  t o  exceed t h a t  accepted  by t h e  DHEW-OGAE' may be 

added. 


I n  complet ing t h e  form, i t  i s  impor t an t  t o  n o t e  (1) t h a t  t h e  cos t - sha r ing  

percent:age proposed a p p l i e s  t o  t h e  t o t a l  p r o j e c t  p e r i o d  r a t h e r  than  t o  annual  

g r a n t s ,  as i n  t h e  p a s t ,  and (2)  t h a t  any proposed c o n t r i b u t i o n  of less than  f i v e  

p e r c e n t  of t h e  t o t a l  p r o j e c t  c o s t  should  be accompanied by an  e x p l a n a t i o n  and 

j u s t i f  f c a t i o n  of t h e  reason  t h e r e f o r .  
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1. ACOlCY 2 - II H G R A M  NUIPER 

National I n s t i t u t e s  of Health 
Bethesda, Maryland 20014 

3.  ADDRESS OF APPLICANT ORGANIZATION 6. PROJECT P E R I O D ? _ /  

I To 

Fro* 

5. T I T L E  OF PROJECT 

6.  	 PROPOSES T O  SHARE I N  T H E  COSTS OF T H I S  
(Name o f  applicant organization) 

P R d J E C T  D U R I N G  T H E  P R O J E C T  P E R I O D  S P E C I F I E D  ABOVE ( O R  ANY SUBSEQUENT R E V I S I O N  OF T H A T  PROJECT 

PERIOD) TO THE MINIMUM EXTENT or PERCENT OF T H E  TOTAL ALLOWABLE COSTS OF T H E  P R 0 J E C T . U  

I T  IS UNDERSTOOD T H A T  I F  T H E  P R O J E C T  P E R I O D  C O N S I S T S  OF MORE T H A N  ONE BUDGET P E R I O D ,  T H I S  

M I N I M U M  PERCENTAGE W I L L  A P P L Y  TO T H E  P R O J E C T  P E R I O D  A S  A WHOLE, B U T  NOT N E C E S S A R I L Y  T O  

E A C H  BUDGET P E R I O D .  

7. S I W A T U R E  AND T I T L E  OF AUTHORIZED GRANTEE O F F I C I A L  D 4 T E  

JTHE PROJECT P E R I O D  I N C L U O E S  T H E  I N I T I A L  BUOGET P E R I O D  A N 0  T H E  BUOGET P E R l o o ( S )  

OF ANY NON-COMPETING C O N T I N U A T I O N  G R A N T ( S ) .  

2 / T O T A L  ALLOWABLE COSTS OF T H E  PROJECT I N C L U D E  B O T H  COSTS CHARGED TO T H E  FEDERAL 
GRANT FUNDS AND COSTS C O N T R l e u T E O  B Y  T H E  GRANTEE O R G A N I Z A T I O N .  AND W I L L  B E  

D E T T R H I N E D  I N  ACCORDANCE W I T H  T H E  COST P R I N C I P L E S  D E S I G N 4 T E D  8 1  T H E  G R A N T I N G  

AGENCY. 

HEW 490 (Rev. 7 /71)  O f f i c e  o f  Management and Bud;et tdo. e5-QOOl9 
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