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Ea h item in Section I of this Memo remains in effect until subsequently 
inc°{porated into the Contract and Grant Manual, or until specifically 
cance-lled. 

\ 
I-1. Highway Research Master Agreement with California Division of 

Highways - SA 13945 
~ 

~' 
The cited mas~er agreement, originally negotiated in 1966, covers research 
performed by ~he University for the Division of Highways of the State 
of California. Under the terms of the Highway Research Master Agreement 
(HRMA), studies ar e performed at campuses in accordance with a Research 
Technical AgreemeAt (RTA) entered into for each individual study; each 
RTA is considered t9 be a part of the HRMA. 

The Division of High~ys recently profferred a Supplement to RTA 13945-14717 
at the Berkeley campus ; primarily providing for a routine extension of 
the project performance period and additional project funds. However that 
RTA Supplement also pres~nted certain changes in terms and conditions, 
including the addition of h ew provisions on allowable costs, and a revis­
ion of the publication provi sions. Responding to a Berkeley campus 
inquiry concerning these une~ lained revisions, the Division of Highways 

\ 

stated that individual RTAs, and ultimately the HRMA, were to be changed 
to conform to new regulations o~ the Federal Highway Administration, since 
the State finances portions of this highway research with Federal-aid 
funds. Attachment 1, our letter 0£ June 7, 1973 to the Division of High­
ways, summarized the results of lengthy negotiations. The following 
changes in terms and conditions have been agreed upon by the Divisiun of 
Highways and by this office. 

Publications. Attachment 2 is a copy of the new publication provision 
negotiated with the Division of Highways, dated May 21, 1973. This new 
provision is acceptable for inclusion in new and continuing RTAs, pend­
ing its incorporation into the HRMA. Agreement on this provision could 
be reached only after the Federal Highway Administration was persuaded 
to amend its Policy and Procedure Memorandum, Sf nce the State Division 
of Highways must conform to PPM guidelines in eSf ablishing provisions 
for its contracts, such as the HRMA, funded under 23 USC 307 (c). 
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Indi ect Costs. Attachment 3 is a copy of a newly added paragraph 11, 
conce ing allowable costs, as shown within RTA 13945-14648 UCB Third 
Supplem t, as executed. This paragraph is approved for acceptance 
by campus s in RTAs under the HRMA, and constitutes a clarification 
of the cur nt provision of the HRMA which reads: "State will also 
reimburse Co tractor for proper overhead expenses directly attributable 
to the indivi al study initiated under the RTA." You will note that 
paragraph 11 o ttachment 3 provides that indirect costs shall be 
computed using t ' e appropriate standard non-Federal rate. This usage 
is acceptable beca . se accurate determination of the portion of Federal 
funding and the par 'on of State funding for each RTA under the HRMA 
is not feasible; thu the computation of the indirect costs, and the 
disposition of the amou~t recovered, may be treated as if the funds 
were totally from the St~te of California. This is in accordance with 
C&G Memo 8-71 and the memorandum of December 3, 1971 from the Director 
of Contracts and Grants to Contract and Grant Officers and Accounting 
Officers. 

In the event that the Division of Highways presents new or amended RTAs 
which include changes of HR.MA term& and conditions, other than the above 
approved indirect cost or publication provisions, the matter should be 
referred to this office for resolutio~. 

Refer: Peggy Klenz 2-2591 Index: 
California, State 
Cost Allowability 
Indirect Costs 

of 

Publications Rights 
Rights to Results 
Rights in Technical 

Data 
Terms and Conditions 

I-2. Completion of Forms NIH-1995 and NIH-1997 

Refer to item I-3 of C&G Memo 21-73, which is cancelled 

NIH has advised that campuses are not required to complete thes forms. 
See attached NIH May 15 letter from Alex Smallberg to N. H. Gross 

Refer: Peggy Klenz 2-2591 Index: NIH Basic 
Reports 

I-3. Environmental Protection Agency - Contracts 

Within recent weeks the Riverside and Santa Cruz campuses have each 
referred to this office a set of proposed contract documents for which 
the Environmental Protection Agency (EPA) required University acceptance 
at the time of proposal submission. The related requests for proposals 
came from two different EPA offices; the contents of the two were similar 
but not identical. Included in each set of contract documents were: 
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(1) A version of HEW-315, General Provisions {Negotiated Cost 
Reimbursement Contracts) with alterations; 

(2) Financial and Organizational Information (a questionnaire 
concerning the contractor to be completed and returned with 
the proposal); 

(3) Representations, Certifications, and Acknowledgments (a form 
to be executed by an authorized official of the contractor 
and returned as part of the proposal); 

(4) EPA's Guide for Preparation of Contractor's Claims for Reim­
bursement of Costs, to be incorporated into the contract; 

(5) EPA's Final Report Specifications for Grant, Contract and In­
house Projects, to be incorporated into the contract. 

It was necessary to negotiate changes in certain of the proposed General 
Provisions in order to bring them into consonance with University policy. 
Following negotiations, modifications were made in the provisions, includ­
ing: 

No. 12 Rights in Data (Publication) 
No. 20 Patent Rights 
No. 25 Insurance 
No. 27 Negotiated Overhead Rates 
No. 29 Government Property 

Changes or deletions were also made in the Representations, Certifica­
tions, and Acknowledgments before execution on behalf of The Regents. 
These changes were necessary to remove obsolete items or to bring con­
sistency with the proposed contract provisions, and were generally 
accepted without question by EPA. 

Further details, including copies of the contracts as executed, are 
available upon request from this office. Campuses receiving EPA requests 
for proposals in the format described above should base their responses 
upon the above two completed negotiations. 

Refer: Peggy Klenz 2-2591 I ndex : Terms & Conditions 
Property Management 
Publication Rights 
Indirect Costs 
Insurance 
Environmental Protection 

Agency 
I-4. NIH Instructions for Special Provisions to Cost-Reimbursement 

Research Contracts with Educational Institutions- 6000-3-7.405 

Provided for your general background information is a copy of the 
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reference document which was issued in 1972 by NIH for their internal 
use. 

Refer: Peggy Klenz 2-2591 Index: Cost Reimbursement 
Contracts 

I-5. Indirect Cost Rates for the Period July 1, 1974 through 
June 30, 1975 

A Negotiation Agreement dated May 22, 1973, has been executed by the 
University and DREW extending the University's negotiated indirect cost 
rates for an additional year, July 1, 1974 through June 30, 1975, and 
converting the rate expression base to a modified total direct cost 
basis for that year. 

Attached hereto is a summary table of the research rates which should 
be used in proposals for awards which will be in effect on and after 
July 1, 1974. 

Although these rates are indicated as provisional, it is expected that 
they will be confirmed by DREW as fixed rates upon completion of a 
DREW audit and they can be considered as fixed for proposal purposes. 

The letter of December 3, 1971, currently incorporated into Appendix A of the 
Policy and Procedure Manual for Contract and Grand Administration, deline­
ated indirect cost rates in effect through June 30, 1974 and instructions 
for their application. All matters discussed in that letter remain in 
full force and effect through June 30, 1974. 

A similar letter for information and guidance on the modified total direct 
cost rates is being prepared and will be forwarded in the near future. 
Attached to that letter will be tables setting forth all the rates for 
the major functional areas in which Federally sponsored projects are 
conducted. 

Refer: Max Connelly 2-2591 Index: Indirect Costs 

EXTRAMURAL SUPPORT INFORMATION 

II-1. Fellowshi s 

Two one-year $7,500 Training ~~~lgwships are being offered by the National 
Portrait Gallery for a program design9"'d"""£Q acquaint students, who will 
complete Master's Degrees in History by Augus Ji, 1973, with the uses 
of objects as historical documents and with procedure and techniques 
required in museum-related careers. The program will be ~onducted at 
the Gallery in Washington D.C. from September 4, 1973 to August 31, 1974. 
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sonian 
tion write: The Director, National Portrait Gallery, Smith­
• tution, Washington D.C. 20560. Deadline: July 16, 1973 

Refer: 

II-2. Foundation - Institutional Grants for Science 1973 

In past years the ~tional Science Foundation has distributed announce­
ments of its Institu"tional Grants for Science Program in May, establish­
ing June 30 as the clGsing date for letters of application from qualify­
ing institutions. 

The NSF Grants and Contr cts Office states that the announcement of 1973 
Institutional Grants for Science has not yet been issued, but is scheduled 
for distribution in the first week of July. The closing date for mailing 
applications will be July 31\ 1973. Campuses may submit letters of 
application prior to receipt Qf the announcement if they wish, since the 
application instructions will be unchanged from those of last year. 

Refer: Peggy Klenz 2-2591 

III. GENERAL INFORMATION 

III-1. Material Furnished by Separate Memo 

1. Memo dated 5/18/73 from N. H. Gross to Contract and Grant Officers 
only, distributing USAF Basic Orderin~ Agreement F 18600-73-A-0155. 

2. Memo dated 5/23/73 from N •. H. Gross to Contract and Grant Officers 
only requesting review and connnent of Change 6 to SECTION VI to the 
Policy and Procedure Manual. 

Att. (6) 

Director qt Contracts 
and Gran t:s 
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Mr. R. J. Datel 
State Highway Engineer 
Department of Public Works 
Division of Highways 
1120 N St. 
Sacramento, California 95814 

Dear Mr. Datel: 

OFFICE OF TIIE 1·m:-;1u1::0.T 

llEllKELE\', CA l.IFOll:-\IA 9·17.20 

June 7, 1973 

This responds to your May 21, 1973 letter to Mr. Richard Wolfe of my office 
requesting the University 1 s review and position regarding an enclosed draft 
copy of a new publication provision dated May 21, 1973. 

We are glad to respond that the new clause, which is based on a revision to 
Paragraph Su of PPM 50-1.2, would be an acceptable substitution for the 
present ''Publication11 article of Highway Research Master Agreement No. 13945. 
In this regard, we \·7ill notify our can1!1uqe.c-; that the new rrovi.Ri0n ~~ ~ci::cp­

table for inclusion in individual Research Technical Agreements issue<l by 
your office, pending incorporation o[ such clause in the Master Agreement. 

As a separate but pertinent matter, we·also plan to notify our respective 
campuses of the acceptability of your new clause pertaining to overhead 
and allc~vable costs, as revised pursuant to Parrrgraph 11 uEder RTA 139l~S-
146l}8 UCB Third Supp lernent, issued to the Berkeley campus. It is requested 
that you incorporate the revised language, agreed upon with the Berkeley 
campus, in all future Research Technical Agreements issued to University 
campuses, pending incorporation of the revised language into the Master 
Agreement. 

We greatly appreciate the cooperation and understanding offered by your 
office in our recent negotiations and look forward to a mutually-beneficial, 
continuing relationship with the State Division of Highways. 

Sincerely, 

cc: Mr. W. Archie 

'---·l-~-~~ 47 .. ~ N. H. Gross 

1~ 
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PUBLICATION PROVISIONS 

(A) General - These Publication Provision~ are to 

provide for adequate documentation of the completed contract 

obligations, to encourage publication and distribution of 
• 

research infornation, and to protect the State and·the Federal 

Highway Administration from unwarranted implications of policy 

or concurrence with the conclusions of the contractor. 

(B) Review of reports - The process of the State's 

and the Federal Highway Administration's review of the drafts 

of interim antl final research reports to ensure ndcquatc 
' 

compliance with provisions of this agreement will include: 

1 A general technical review to ensure that all 

aspects of the study provided for by this agreement have been 

adequately carried out and documented. Correctio11 of deficiences 

found-in this review is a requirement fo~ the State's and the 

Federal H~ghway Administration's acceptance of a report as evi­

dence of partial or final fulfillment of the agreement objectives. 

2 Consideration as to whether or not the organization, 

language and content of the report are presented in a manner which 

will be intelligible to its intended audience. Reports on studies 

.which produce an ir:iplcmcntablc product in the form of a device, 

procedure or the like must be written in a manner unc.lcrstan<lablc 

Mar 21, 1973 
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to the user. Where studies conclude with intermediate researcJ1 . 
results, they may be written in the ~anguage of that research 

field but must contain a technical summary in terms intelligible 

to the user of the ultinate system to which the research is 

expected to contribute. Correction of defi~icncies found in 

this review is also a requirement for the Sta.tc 1s and the Fe<lcro.l 

Highway Administration's acceptance of a·report as satisfactory 

documentation of the agreement requirements. 

3 An analysis of the recommendations and conclusions 

of the report in relationship to the data and theories developed 

therein to determine whether or not the State and the Federal 

Highway Adudnistration concur that the contractor's recor.rn1cndations 

and conclusions are supported by the data. Recognizing that 

· ·profess ionn 1 differences of opinion do arise, the concurrence of 

the contractor \vi th revie\\' comments of this type is ~ a 

requirement for. acceptance, but may affect decisions regarding 

State and Federal Highway Adr:iinistration distribution of the 

report • 

. . 
4 General comncnts on the technical content and 

presentation may be furnished for the optional use of the author 

in preparing the ~anuscript for public~tion. 

May 21. 1973 

... .. 
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(C) Acknowledgment an<l disclaimer statements - All 

reports published by the StatC' and/or: the contractor under 

provisions of this agreement shall contain the following: 

1 A credit reference: "Prepared in cooperation 

with the State of California, Business an.d Transportation 

Ager1cy, Department of Transportation and th.e U.S. Department 

of Transportation, Federal Highway Administration." 

2 A disclai1acr statement: "The contents of this 

report reflect the views of the author who is responsible for 

the facts and the accuracy of the data presented herein. The 

contents do not necessarily reflect the official views or 

policies of the State of California or the Federal Highway 

Administration. This report docs not constitute a standard, 

specification, or regulation." 

(D) · Publication rights Repo~ts prepared by the 

contractor under provision~ of this agreenent may be published 

under the following cpnditions: 

1 Any material contained in interim or final 

reports which have received final acceptance by the State and 

the Federal Highway Administration may be published in any form 

and through any media the contractor may desire without furt~cr 

May 21, 1973 
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written permission by the State or the Federal Highway Adminis-

tration, subject only to the inclusion of credit and disclaimer 

statements of Sectiort C-1&2 of these Publication Provisions. 

2 In the event that the contra~tor cannot agree 

with the comments of the State or the Fed.era! Highway Adminis­

tration, the contractor may publish the mat.erial contained in 

the report 40 days after it has been resubmitted in final form 

to the State subject to the inclusion of credit and .disclaimer 

statements of Section C-1&2 of these Publication Provisions. In 

the e~ent of said lack of agreement, the contractor shall include 

the State's and the Federal Highway Administration's technical 

comments in the report in a clearly identified section such as 

"reviewer's comments," identifying the reviewer by name and 

title. 

3 Federal Highway Administration reviews of draft 

reports will n6rmally be completed withi~ 90 days of submission 

by the State. In the event that the State £ails to provide the 

contractor with any comments on the draft report· within 100 days 

of its submission by the contractor, the contractor may proceed 

to the preparation of the final manuscript and its submission 

for formal acceptance in documentation of completion of contract 

objectives. The State will authorize the contractor to publish 

the material contained in the report 40 days after it has been 

May 21, 1973 



) 

) 

-s-

resubmittcu in final f~rm to the State, subject to· the inclusion 

of (1) a statement that the Federal llighway Administration has not 

completeu its review·of the report and (2) the credit anc.l 

disclaimer statements of Section C-1&2 of these Publication 

Provisions. • 

(E) Dissemination of results - The con~ractor may 

publish the results of the study or any of its particulars in 

separate reports or by subnission of technical papers to pro­

fessional organizations subject to these Publication Provisions. 

Both \.fri tten and oral re leases arc considered to be within the 

context of publication. However, there is\no intention to 

limit disucssions of the study with small t~chnical groups or 

lectures to employees or students. Lectures to other groups 

which describe the plans but disclose neither data nor results 

are permissible without advance review by the State and the 

Federal Highway· Adrninis tra ti on. 

(F) Presentatio~ of papers and articles - In unusual 

cases when the scheduled time for the prcparatioh of a technical 

paper, . containing previously undisclosed findings, for pre~entation 

at professional meetings or submission to professional organi:a­

tions does not permit tirne for formal review and acceptance, an 

abstract and notification of intent to present the paper should 

be submi ttc<l through normal channels for State arid Federal lfighh·ay 

May 21, 1973 
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Administration concurrence. Such concurrence will norm3lly be 

given unless there is indication of ~cw and controversial 

findings and conclusions based on data which the State and the 

Federal Highway Administration have not been given adequate 

opportunity to review. To protect the intc;est of the sponsoring 

agencies, such prcsent~tion should contain (1) a statement that 

the sponsoring agencies have not reviewed tl~c paper and (2) the 

credit and disclaimer stateCTents of Section C-1&2 of these 

Publication Provisions. Draft copies of these papers should be 

submitted through normal channels for State and Federal Highway 

Administration review as soon as co~pleted. 

\ 

May 21, 1973 
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The following paragraphs shall be added: 

HPR-PR-1(10) 00453 
RTA 13945-14648 UCB 
Third Supplement 

9. The attached Porm H-IC-51 (7/72) titled ".Z\ppendix A" shall 
apply in lieu of Fenn H-IC-51 (1/71) of the Hiahwav Research 
Master Aaree~ent. 

10. The contractor shall comply with the Presidential Executive 
Order · ~o. 11627, dated October 15, 1971, and all guidelines, 
rules, and ::::-egulatior.s of the Cost of Living Com:1cil, Pay 
Board and Price CoTu.:ission iLlple~entinq it. The contractor 
warrants that no wages, prices or salaiies to ~e paid under 
this contract will be in excess of the maxi~um legally 
allowable pursuant to the foregoing order, rules and regulations. 

---

I 
(___ 

11. The items included in direct costs are those ' ... ~hich are identified 
specifically with this research project as detailed in the 
~esearch proposal. The contractor certifies that items of · 
equipment included as direct costs have been excluded from 
the indirect costs. 

The basi.s for determining overhead or ir.direct. costs and the 
major items included the!""ein shall be in accordance with the 
indirect cost -rates applicable January l, 1972, through 
June 30, 1974, to nor-1-federal sponsored programs established g.;:c·-;.-. 
·f~: of:~~ 1-1::::_,.~·~::-::i.::-,- o:: :~2...:=c..~11.:.L. ~-~- 1.~6 (.J'--iili Z0!1l:. £.::<lcra.:i. 1Y ,r·'.::"~'/ ;.~ .. 
department which is the Depa!:"tment . of He~} ~h, 01Ec7~ ,-:>,?1t.i.or::., •. J5·'1~ 'v\l" ' 

1£ h · '1 • /lJa-5eCid l I ~-~~ Cf 1, l c.. '•"- . We are. T ese 1na1rect cost rates are c1~e in ~ego~ia~1on, I 
-Agrec::;-;:ent dated November 22, 1971, have been accepi:eq by the' · ..J 
Regents of the University of California and are hereby mace ...,.__..'"" 
a part of this agreement. 

The cost principles for use in 'the determination of the allm·1ability of 
individual ite:;-i_s of the cost shall be the late,st revision in effect of · ~:·~-
Office of Management & Budget Circular No. A-21 entitled, 11 Prin:::iples for- /' C\~ 
Determining Costs Applicable to Research and Deve1cpment under Grants and f 
Contracts \·Jith ·Educational Institutions", Article II - Al1m·1able Costs and\ 
Payment of the !ij_grn·iay Research· i-'.aster .ll.cree::1ent ~ and other di rec ti ves and ., ~ 
contract cost principles and Jlrocedures as set forth iri Part 1-15.3 of the ,... _ _...... 
Federal Procurement Regulations. 

All other terms and conditions shall remain in full force and effect . 

.. 



Provision:::lJ~;;'gotiated Ort,c.r. i_:z,.!d Ec>search Indj rect Cost Ra~ 
[:;"J'Ob.coble Julir l. 19'/!i th:rc~:h Juri e ;.:J, 1971. 
To Feder·al f\C:ise~ff.-.:h Contr~:ct~ nnd Grants 

Rate Expression Basis !ElL-i..f:i ed Total Direct Costs * · 

Components On Off :Marine Paci]j ties Slichter Hall Gen. Clinical Radio Primate 
Campus Campus ~fan Diego t-. Naval 

Bio. l':ed. Re~ • 
Lab., Oak] anC.. -

I·2intenance & Operc:.tion 5.20% 
Use Allowancc-Buildines. 1.80 
Use f,1J.m·:3.nce- Equipment 2.18 -
Gsneral Adninistration 6.50 6.50% 6.5~ 
Lib::-aries 2.18 
Departmental hd~inistration 11;.. 75 14.75 J.69 
St~dent Services 1.61 

-
Round(;d Totals 34.2 % 21.2 % 10.2 % 

-l<- Total direct costs mdifi.ad by eli:ninating -
(1) E):pendi tures for equipment. 

L.A. & Space Res. Ctrs. 
Sci. Lab., SF, LA, SD 
Berkeley 

5.20% 

6.50 6.50% 
2.18 2.18 

14.75 14.75 
1.61 

.30.2 % 23.4 % 

(2) Expenditures over Z50,000 on single si..:.b-contracts \d th parties outside 
the University (only nine or ten insta?'"lces in University systc;m). 

(.3) Expendi.tl.!res over ;J;.50, 000 on single purchases from third parties (outside 
the Univerdty), such as county hospitals, of hospitali:iation and other 
services related to patient care (only two or three instances in system). 

(4) Expenditures for alterations and renovations (object code 9700). 

~--~ 
n 

Bio.Lab. Center 
Davis Davis 

5.20% 5.20J.; 

6.50 6.50 
2.18 
6.83 .73 
1.61 1.61 

22.J % 14.0 % 

\., 
~ 
~ 
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A. 

6000-3-7.405 

Special Provisions for Cost-Reimbursement Research 
Contracts with Educational Institutions 

Page 1 

Purpose The purpose of this release is to .suggest the format 
of clauses to be employed in the Special Provisions of cost­
reimbursement research contracts with educational institutions. 

B. Background and References OMB Circular No. A-101 provides pol­
icies and procedures for establishing consistency in the admin­
istration of grants, contracts or other agreements with educa­
tional institutions. The cornerstone of consistent government­
wide policies is reflected in OMB Circular No. A-21, which 
establishes principles for determination of costs applicable to 
the support of research and development under grants and con­
tracts with educational institutions. The March 30, 1971, · 
revision to Circular No. A-21 provides a definition of "perma­
nent equipment" and imposes certain approval requirements per­
taining to the acquisition of such equipment. Procurement 
Circular HEW-71.3 prescribes policies and procedures pertaining 
to the acquisition of property by contractors, which are 
applicable to educational institutions. 

This release attempts to reconcile the policies reflected in 
the foregoing issuances as they pertain to items currently 
covered by the Article entitled "Compensation" heretofore 
employed in the Special Provisions of cost-type contracts with 
educational institutions. A copy of a sample "Compensation'' 
article is attached hereto (Attachment 3) for reference. It 
is anticipated that this release will be supplemented from 
time to time to prescribe additional Special Provisions clauses 
and that it will be superseded eventually by the issuance of 
a standardized format for Special Provisions applicable to 
cost-type contracts with educational institutions. 

C. Policy In keeping with the spirit of pertinent OMB Circulars, 
it is the policy of NIH to facilitate the negotiation and 
administration of research contracts with educational insti­
tutions. It is the further policy of NIH to strive for the 
maximum practical understanding between the parties to a con­
tract at the time of award -- thus avoiding unnecessary 
administrative action during the performance of the contract 
and obviating the postponement of necessary determinations; 
both of which reduce the effectiveness of contract performance 
and to eliminate redundancies in drafting special provisions 
with regard to items adequately covered in the General Provisions 
to HEW contracts. 

NIH MANUAL 
RELEASE 
l;/3/72 
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6000-3-7.405 

Page 2 
Special P:r:oviblons for Cost-Reimbursement Resea~ch 

Contracts with Educational Institutions 

It is also NIH policy to honor the standard established in 
Circular No. A-21 (FPR ~1-15.-303-3) making !'ConsistenLc£ with 
established inst.ltutional policies and practices applicable to 
the work of the institution generally~ including gover:!".ment 
research," a major consitlr::J:cation in the determination of the 
reasonableness of costs incurred under research contracts with 
educa.tional ins ti tutiona; a:r .. d to honor the policy esta"nlished 
by Paragraph J.13 of Circular No. A-21, regarding prior approYaJ. 
requirements in connection with the acquisition of permar!ent 
equipment. 

In furthera"'lce of the objective of achievtng maximum understand­
ing of the respective rights a..~d obligations of the partiGs at 
the time of award, and in coni'ormance with the procu.rement 
policies of th<~ Department, it is NIH policy to identify cer­
tain categories of direct costs the allowability of which must 
be e:>.."Pressly provided for ia the cont1.'ac-:;, rather than by less 
formal means, and to encourage the use of advance unders ta..'11.dings. 

D. Procedure The employment of the Special Provisions article 
entitled "Compensation" (Attac~l.IIlent 3) in cost-re.imbuxsement 
contracts with educational institutions, and modifi~ations 
thereto, will be discor.tinued. In lieu thereof, 8ontracting 
Officers will insert the articles and the alteration set forth 
in Attacrurrents 1 and 2 hereto, a!ld discussed in parag-£aphs E 
and F below, in the b"peoial Provisions of cost-reimbursement 
contracts with ed11cational institutions. 

E. Discussion of New Clauses Prescribed by Attachment No. 1 

1 • Pa.rag.caph A. , j\faximum Actual Cost, of the 11 Compensation" 
article will be replaced in its entirety by a separate 
article entitled "Estimated Cost. 11 Clause 22, Limltation 
of Cost, of the General Provisions (Form IIB;w-315 (Rev. 8/64)) 
provides that "the total cos-;:; to the Government for the 
performance of this contract will not exceed the estimatec'l 
cost set forth in this coT' .. tract. :• Cle.use 22 also establishes 
procedures for increasing the "estimateJ. cost." All that 
is required in the Special Provisions is a statement of 
the amount of "estimated cost" in the ma..nner prescribed in 
Attachment No. 1 hereto. 
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2. P2..rag.caph B., Indirect 0osts, of the "Compensation" article 
will be eliminated il: i b GnUrety. All cost-reimburse­
ment contract£ with educati.cnal institutions are required 
to contain ths following- paragraph (g) as an addition to 
General Provisions Clause 27, Negotiated Overhead Rates: 

11 (g·) Submission of proposed provisional,· prede­
termined and/or fin.:.,,1 cverheacl rates together with 
supporting data to the Secretary, and agreements on 
provisior..al, predetermined and/or final overhead 
rates entered into td th the Department of Heal th, 
Education, and Welfare as evidenced by a Negotiated 
Overhead Rate Agreement signed by both parties, shall 
be deemed to fulfill the requirements of paxagraphs 
(b), (d), and (e) above. 11 

• 

The inco::.'.'porati.on of the required paragraph (g) is accomp-
" lished by inserting the foregoing la."1guage in the article 

entitled "Modifications of General ProYisions." Further 
reference, elsewhere in the Special Provisions, to the 
incorporation by reference of Negotiated Overhead Rate 
A~eeme:nts is redundant. (FPR §1-1;>.307-3 permits ne~­
t1ation of a fixed amount in lieu of overhead in particular 
contracts. Where such a lump si.Lrn ha::i been negotiated, HEW 
}Tego tiated Overhead Rate AgTeements are inapplicable and 
the.contract must provide for the negotiated fixed amount 
in a separate Special Provisions article.) 

3. Paragraph D., Cost Detepnination, of the "Compensation" 
article will be eliminated in its entirety. The only 
principles applicable to the determination of costs, under 
research c-.nd development contracts with educational insti tu­
tions, are those prescribed by OMB Circular No. A-21 as 
embodied. in }'.PR Subpari; 1-15.3, which are, in turn, incorpo­
rated by reference in Clause 23, Allowable Cost and Payment, 
of the General Provisions. 

4. Paragraphs C., Direct Coats, aJ~d E., Prior Authorization 
of Certain Direct Cost~, of the "Compensation" article 
will be replaced by a separate article entitled "Prov-isions 
Applicable to Direct Costs, 11 as prescribed in Atta.chment 
No. 1 hereto. · 

NIH N:ANTJAL 
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a. Paxagraph A of the prescribed clause addresses the 
allowability of certain items which, because of their 
special nature, should be resolved at the ti.me of 
negotiation and should not be reserved for some sub­
sequent informal agreement. In the event that the 
incur:::ence of costs relating to any of these items 
is unforeseen at the ti.me of award, ·the allowabili ty 
of such costs will be covered in a formal amendment 
to the contract. The use of Standaxd Form 30 (see 
FPR ~1-16.901-30) to effectuate such amendments is 
encouraged. 

(1) The impropriety of directly chaxging to Govern­
ment contracts the cost of acquiring interests 
in real property is obvious; and the unallowa­
bility of such costs is consistent with estab­
lished Government policy, although not expressly 
specified in pertinent cost principles. 

(2) Pursuant to FPR 1§11-15.309-30, "Special 5i/axrange-
ment and alteration costs incurred specifically ) 
for the project" axe unallowable unless "such . 
work has been approved in advance." 

(3) Restrictions on the acquisition of items of 
11general purpose office furniture or office 
equipment" conform to the policy expressed 
in Procurement Circulax HEW"':" 71 • 3, which im­
poses vaxious administrative requirements 
designed to discourage such acquisitions under 
ordinary circumstances. 

(4) "Printing" is included in the category of expressly 
unallowable items because of the importance attached 
to the policies established by the Joint Committee 
on Printing of the Congress. 

b. The prescribed "Provisions Applicable to Direct Costs" 
article makes no mention of other items heretofore 
requiring uprior authorization" pursuant to paxagraph E. 
of the "Compensation" article, since these and other 
prior approval requirements axe covered adequately in 
either th~ applicable cost principles or ih other specific 
General Provisions clauses or Special Provisions axticles; 
e.g., the "Subcontracting" clause and the prescribed 
"Consultant Services" article. 

NIH MANUAL 
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Paragraph B of the prescribed "Provisions Applicable to 
Direct Costs" article addresses the matter of "travel 
c,osts," an item which has traditionally proven sensitive 
and has aroused particular concern among .university con­
tractors. The basic principles governing the allowa­
bili ty of travel costs a.re set forth in ~R §1-15-309-44 
and, except for emphasizing the restrictions prescribed 
by the latest revision to Circular No. A-21 concerning 
"foreign travel" and total expenditures for domestic 
travel, do not require reiteration in the Special 
Provisions. 

The restriction on foreign travel is straightforward 
and self-explanatory. The restriction on total expendi­
tures for domestic travel means .that individual trips 
will not require prior approval unless the prescribed 
cumulative limits of $500 or 125% of the amount allotted 
for such travel have been or will be exceeded. If 
applicable, the amount allotted for domestic travel 
should be specified in a separate article in the Special 
Provisions. 

In furtherance of the policy expressed in this release, 
NIH will accept established institutional travel policies 
as consistently applied. The approval of such policies, 
and revisions thereto, is reserved to cognizant audit 
agencies and not to individual contracting officers. 
There is no requirement that mileage and per diem rates 
be specified in the contract; and such rates will be 
specified only in cases where the institution has not 
established a generally applicable travel policy. 
Revisions to an institution's established travel policy 
approved by the cognizant audit agency, occuring during 
the contract, will become effective automatically. 

Approval of Equipment Purchases "Permanent equi.E,IDent, 11 which 
term is synonomous with "nonexpendable fiersonajj property" as 
heretofore used. throughout NIH, is defined as "an item of 
property which has an acquisition cost of $200 or more and has 
an expected service life of one year .or more." For contracts 
with educational institutions, Paragraph J. 13 of OMB Circular 
No. A-21 requires prior ap,E.roval for the acquisition of "perm­
anent research equipment Li.e., scientific equipmenJi7 costing 
$1 ,ooo or more" and for the a:cquisition of all other equipment 

NIH MANUAL RELEASE 
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(i.e., items of prope:r-ty costing $200 or more), categorized 
therein as 11 general ~l'\I'l)OSe perrua.i;ent equipment: 11 wi ~h exampl:s 
given. Par~.>Taph (b 1 of Clause 2o, Subcontractil.1$', in General 
Provisions Foi"'!n rlli~f-315 requires prior contracting officer 
approval of: 11 (1) purchase .of iteills of property or equipment 
having a unit val1J.e exceeding On2 Sur~d.red Dollars ( 100. 00) , 
or ( Z) pui•0ha.se orders or subcont:ca.cts e:x:ceedij:1g One T'nousa.nd 
Dollars ( $·1 ,000.00) m1~ ~ne9_~ otherwise elsewhei_'.£ 4:£ 
this centre.ct" ( emphasi~ added). The prior approval require­
ment of Clause 26, which is· more rest:rictive than the require-:­
ment of Circula..r No. A-2·1 , may be l!l~dified .by appropriate 
la.nga~ge in the Special Provisions. 

Attachment 2 hereto sets forth an alteration to General Pro­
visions ClauGe 26, Subcontracting, which tdll be incorporated 
into all cost-reimbu.rsement contracts with educational institu­
tions, and moaifications thereto. The alteration substitutes 
the p:t:'lcr ap1;roval requirement of Circular No. A-21 for the 
approval r8qt1irement currently contained in Clause 26. This 
substitution will be accomplished by inserting in the Special 
Provisions article entitled "Modifications of Genera.I Provisions" 
the language of Attacrilllent 2. 

G. Advance Understandi~ The use of advance unaerstandings re­
garding the a9prova.l of particular activities w1d.er the con­
tract, or the allowa:bility of cGrtain items of cost, is 
encouraged.. The employment of advance 8.t:,"Teements should con­
tribute to ma.ximiz:'..ng mu.tual understanding at the time of award 
and minimizing administrative approvals during contract per­
formance. Such advance agreements will be set forth, as 
applicable, in a separate Special Provisions article entitled 
11 Adva.Ylae Unde:rsta.ndings, 11 which will be tailored to the particular 
contracting situation. The article m~ include, among other 
things, agreements concerning the allowability of the cost of 
i terns ma.de tu1allm·iable pursuant to paragraph A of the article 
ent.itled "~revisions .Applicable to Direct Costs," prescribed 
by Attachment No. 1 hereto, the acquisition of pa.rticulaJ..' items 
of equipment o therwi:::w requiring I-'rior approval pursua..'1.t to 
Attachment 2 hereto~ or of other items not clearly allowable 
or unallowable pu:rsuant to the cost prir1ciples. A further 
consideration in drafting the "Advance Understandings" al'ticle 
is to assure that s-..i.fficient flexibility is provided in order 
to avoid tm'lring the article into a straight-jacket which will 
defeat the ver<J purpose of the advance agreement. 

RELEASE 
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H. Implementation The use of the articles and alteration set 
forth in AttacllIIlents 1 and 2 hereto will become mandatory 
after July 1, 1972. However, they ID8J'" be used prior to that 
date at the discretion of the contracting officer, and should 
be used whenever requested by the contractor. 

Nm MANUAL RELEASE 
4/3/72 



) 

lUH MAUUAL 

SPECIAL PROVISIONS FOR COST-REIMBURSEMENT RES~CH 

CONTRACTS WITH EDUCATIONAL INSTITUTIONS 

ARTICLE III 

ESTIMATED COST 

6000-3-7-405 

Attachment l 

The presently estimated cost of the work under this contract is $ ______ _ 

ARTICLE IV 

PROVISIONS APPLICABLE TO DIRECT COSTS 

A. Items Unallowable Unless Otherwise Provided 

Notwithstanding the clause of this contract entitled "Allowable 
Cost and Payment," unless otherwise expressly provided elsewhere 
in this contract or in a:riy amendment thereto, the costs of the 
following items or activities shall be unallowable as direct 
costs under this contract: 

1. acquisition, by purchase or lease, of any interest iti 
real property; 

2. special rearrangement or alteration of facilities; 

3. purchase or lease of ony item of general purpose 
office furniture or office equipment; and 

4. printing, binding, and duplicating as defined by the 
Government Printing and Binding Regulation in effect 
on the effective date of this contract. 

B. Travel Costs 

1. Foreign Travel Foreign travel, herein defined as travel 
outside the United States, its Territories and Possessions, 
and Canada, shall not be performed and the costs thereof 
shall not be allowable without the prior written approval 
of the Contracting Officer. 

2. Domestic Travel 

a. Total expenditures for domestic travel shall not exceed 
$500, or one hundred twenty-five percent (125%) of the 
amount, if any, specified elsewhere in this contract 
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as being allotted for such travel, whichever is greater, 
without the prior written approval of ·the Contracting 
Officer. 

b. The cost of travel by privately-owned automobile shall 
be rcil:lbursed at the mileage rate prescribed by the 
Contractor's established, generally applicable travel 
policy1 in lieu of actual costs; provided, however, 
that such reimbursement shall not exceed the otherwise 
allowable comparative cost of travel by commor.. carrier. 

o. Reasonable actual costs of lodging and subsistence, or 
per diem in lieu of actual costs, shall be allowable 
to the extent that such actual costs or per diem amounts 
do not exceed the amounts or per diem rates prescribed 
by the Contrac~or 1 s establisheu, generally applicable 
travel policy,<. 

d. Any revision to the Contractor's established, generally 
applicable travel policy approved by the cognizant audit 
agency du:rine the period of performance cf this contract 
shall be effective, without formal modification to this 
contract, upon delivery to the Contracting Officer of a 
copy of such revised policy together '"'i th evidence of 
cognizant audit agency approval thereof. 

1. Substitute a specified mileage rate in those situations 
where the Contractor does not have an established, gene­
rally applicable travel policy. 

2. Substitute ~pecific ceiling amounts on actual costs and/or 
specified per diem rates in those situations where the Con­
tractor does not have an established, generally applicable 
travel policy. 
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SPECIAL PROVISIONS FOR COST-REIMBURSE:·IENT F.ESEARCH 

CONTRAC.TS Wil'H EDUCATIO!TAL INSTITUTIONS 

Alteration to Form HEW-315 (Rev. 8/64) Clause 26, Subcontract­
ing, in Cost-Reimbursement Contracts with Educational Institutions 

Clause 26 (Subcontra.cting) is amended as follows: . 

In paragraph (b) the words "(1) purchase of items 
of property or equipment having a unit value exceed­
ing One Hundred Dollars ($100.00), o~ (2) purchase 
orders or subcontracts exceeding One Thousand Dollars 
($1,000.00)" are deleted and the following is sub­
stituted therefor: 

"(1) purchase or rental of 5..tems of per­
sonal property, other than permanent re­
search equi11ment, havine;- a uni:t acquisition 
cost of $200 or more, (2) purchase or rental 
of a:ny item of permanem; research equipment 
having a unit acquisition cost of $1,000 or 
more, or (3) a:ny other subcontracts exceeding 
$1,000" 
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SPECIAL PROVISIONS 

ARTICLE III 
COMPENSATION 

PAGE OF 

(UH w.Uh A. !·!aximum Actual Cost 
CR ~on.tll.ac.U) 

OGAP CC,1,TRACTORS 

The maximum actual cost to the Government fer all allowable costs, 
accepted by the Contracting Officer, for performance of the work 
called for in Article I shall not exceed $~~~~~~~~~~-'-

(focfude. u:lte1t B. Indirect Costs 
.the. Cor1..tJ1.a.c.tc1t. .iA a.n 

F'AGES 

e.duca.l.ton~ Incorporation of provisional indirect cost rates and/or final 
il'Lll.tltut.i.on Olt. a rates shall be performed in accordance with Clause 27 (Negotiated 
nonpJtooi.t 011.ga.n..l:a- Overhead Rates) paragraph (g) of the General Provisions HEW~~~-
.tion TAJ.i;t.ltout without further action of the Contracting Officer. 
1J11.edU:<!.l1.ru.ned 1ta..t<U) • 

(Ct'ltlt B. !~direct Ccsts 
p!te.de..teJU':lbled 
11.a..teA) 1. Incorporation of new predetermined, provisional, and/or final 

NIE MAllUAL 

indirect cost rates shall be performed in accordance with 
Article-~~ ~~egotiated Overh~ad Rates - Predetermined, 
Paragraph (h) without further action of the Contracting 
Officer. 

C. Direct Costs 

In addition to the provisions of Clause 23 (Allowa~le Cost, (fixed 
fee) and Payment), of the General Provisions the Contractor will 
be reimbursed for all direct costs, within the limitations stated 
below, which are claimed by the Contractor, and accepted by the 
Contracting Officer: 

l. Travel eA-penses incurred by the Contractor exclusively in 
direct performance of this contract, and any other travel 
approved by the Contracting Officer, shall not exceed: 

a. Cost of air travel by most direct route using "air 
coach" or "air .tourist" (less than first clasi:;) u:iless 
it is clearly unreasonable or impracticable (as defined 
in FPR l-15 . 205-46(f)). 

b. Cost of rail travel by most direct route, first class with 
roomette or nearest equivalent; or 

c. Cost of tra~·el by privately O'..ltled automobile sh3ll be 
reimburaed at the rate of $0. er mile in lieu of 
actual costs. Ho~ever, reimburse~~nt for transpo=tation 
by this n::!a!ls s!1all not exceed the cost of a. orb. ;ibove, 
vhicheve= is less. 
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4. Any rental agreement for real or personal property. 

S. Any term contract for maintenance and/or repair of Government-owned 
property. 

6. Any office furniture or office equipment. 

7. All printing, binding, and duplicating which are subject to the 
limitations of Gove~nment Printing and Binding Regulation in effect 
on the date of this contract, incorporated herein by reference. 
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