INTERNAL REVENUE SERVICE - DEPARTHMENT OF THE TREASURY

RISTRICT DIRECTOR
31 HOPKING PLAZA
BALTIMOREs MD 21201

Bata: "G - Employer Identification Number:s
quiﬂ—— 52-17845946

Contact Persong
MRS. B. PRATT
NATIONAL ASSOCIATION DF VETERANS Contact Telephone Number:
RESEARCH AND EDUCATION FOUNDATIONS {410) 952-9431
311 MASSACHUBETTS AVE NE

WABHINGTON: DE 20002
Response Due Date:

10-21-92

Dear Applicant:

Before we can determine whether your arganization is exempt from Federat
income tax» we must have enough information to show that you have met ali legaf
requirements. You did not include the infoarmation needed to make that
deterpination on your Form 1023, Application for Recognition o»f Exemption
Under Bection T01(c){3) of the Internal Revenue Ccde.

T helg us determine whether your organization is exempt from Federal
income taxs please send us the requested infarmation by the above date. He

can then complete cur review of your application.

If we do not hear from you within that €imey we will asseme you do not
want us Yo censider the matter further and wmill close vour case. In that
avanty as reguired by Code gection &104{c)y we will notify the appropriate

state «fficials thats based on the informaticen we haves we cannot recegnize
you as an organizatinn of the kind described in Code section 501 (c) (3).

As a results the Internal Revenue Service will treat your arganization as

a taxable antity. If we raceive the information &fter the response dus
dates we may ask you Eo send ds a newn Form 1023,

In additians if you deo nobh provide the requested infarmation in a timely
mannery Wwe Will consider that vou have not faken al!l reasonable steps to securs
the determination you requested. Under Cede section 7422(b) (225 your not tak-
ing all reasonable steps in a Cimely manner €0 secure the determination may be
censidered as failure to exhaust administrative remedies available to veu with-
in the Service. Therefores you may lose your rights tn a declaratory judgmentg
under Lode section 7428,

Latter 1312(DO/CE)



NATIONAL ASSOCIATION OF VETERANS

If you have any guestionsy please contact the person sthase name and
telephone aumber are shown in the teading of this letier.

Thank you for your cooperation.

Sincerely yoursy

B R

Exempt Organizations Specialist

Letter 1312:{00/06)



NATIONAL ASSCCIATION OF VETERANS

Befare we can make a final determination of your crganization's gualifications
to be recognized as tax exempt under section 500{(ck (3} of the Internal Rewvenue
Codes we need the following infarmation over the signature of your principal

afficers:
SERRAIAN:

Submit a detailed description of atl of the activities of the organization
- pasts presents and planned shosing how you operate or nill cperate to achieve

YOUr PUrposes.

Fach activity should be separately describedy and the

description should include as a minimums the folloning:

al
by
c)
d

el
f)

g}

Its purpose and nature.
Frequency and duration.
Howias whens where and by whom it wass iss or will be conducted.

The reguirements a person or organization must meet in arder to

participate in or receive benefit frem the activity.
The amounts of any charges or fees and the basis for the amount.

What the activity has accomplished «r will accomplish.
State what percentage of the ftotal time and effort of the organization

is devotad to carrving out sach activity,

Flease provide a copy of your newslebter. If draft materials are
availabies this will be sufficisnt to demonstrate the nature of the confent

ot your proposed publication.

Please describe the standards and practices you expect to develop for
tay-exempts non-profit crganizations.

Frovide a list of your class A membhers o prospective members.

Letter 1312<(00/C6)



National Association of Veterans’ Research and Education Foundations

311 Massachusetts Avenue, NE, Washington, DC 20002 Phone: 202-543-7273 FAX: 202-543-5327

Ronald Flink Barbara F, West Richard Fuller
Chairman Executive Director Washington Representative

December 15, 1992

Internal Revenue Service
District Director

Attn: Ms, Pratt

31 Hopkins Plaza
Baltimore, MD 21201

Reference: National Association of
Veterans’ Research and Education Foundations
Application for 501 (c) (3) status
Employer ID Number 52-1784596

Dear Ms. Pratt;

Enclosed is the response of the National Association of Veterans’ Research and Education
Foundations (NAVREF) to your request for additional information about past, present and
planned activities. All of these activities support the Association’s primary purpose: to
promote Department of Veterans Affairs medical research and development.

NAVREF’s response to your request groups activities under four headings: Administration;
Public Education and Communication; Development of Standards and Information
Exchange; and Advocacy. This information is provided as a supplement to the Association’s
"Application for Recognition of Exemption Under Section 501 (¢) (3)" sent to you on

August 6, 1992,

Because the foundations that are the majority of NAVREF’s members are unique, I would
like to draw your attention to Attachment A which is a brief description of the purpose and
nature of the Department of Veterans Affairs nonprofit foundations.

Sincerely,
e
. ///?{//%%/ ~<lé({fl{,¢( T ik [/‘Ht)
RonFlink Richard Levine, MD ~ ~
Chairﬁu Treasurer
A ﬂ/éw@é@m@ gww % \DQA\\
Dallas Cross Barbara F, West

Vice-Chairman Executive Director



Attachment A

Department of Veterans Affairs Nonprofit Foundations

Department of Veterans Affairs (DVA) nonprofit foundations were authorized by Congress
in 1988 to support and enhance the Department of Veterans Affairs’ (DVA) research
mission. These foundations provide a flexible funding and administrative mechanism for
non-VA organizations to support research conducted by the DVA.

In 1991, sixty-two veterans research foundations received and administered over $25 million
in private funds on behalf of their medical centers -- a major boost to shrinking federal
appropriations for veterans’ medical care and research budgets. The foundations act as
independent entities under the laws governing nonprofits in each state; however, by act of
Congress, each foundation is fully accountable to the oversight of the DVA Chief Medical
Director and the Secretary of Veterans Affairs.

In addition to supporting a broad variety of research projects, funds given to VA
foundations are also used to purchase new medical and office equipment to be used within
the DVA facility; to provide additional medical research supplies; and to support salaries for
nurses, technicians and others -- all for the benefit of the country’s veterans. The research
opportunities offered by the foundations give DVA an important tool to help recruit and
retain quality health care professionals who in turn improve the quality of health carg
services to the veteran population.



Administration

1. NAVREF National Office

A,

Purpose and nature: The purposes of the NAVREEF national office include:

carrying out all the administrative functions of the Association, including
administrative and financial management

administering all aspects of membership, including solicitation of new
members, processing of membership applications, maintaining computerlzed
and hard copy membership information, etc.

coordinating all activitics of the Association, which may involve 1dent1fylng and
contracting outside services such as printing, accounting, legal advice, etc.
conducting outreach to appropriate public and federal organizations

acting as the conduit for exchanges of information and advice between the VA
nonprofit foundations, appropriate persons in the Department of Veterans
Affairs, DVA facilities and VA Central Office, Congressional staff, and
interested members of the general public

identifying and contacting other organizations with related interests, including
other federal nonprofit foundations

coordinating the activities of the Board of Directors

providing staff and office equipment in support of all the Association’s
activities

ensuring that the Association is in compliance with all local, state and federal
requirements '
coordinating membership and board of directors meetings

gathering resources to fulfill the Association’s mission

The nature of the Association’s national office is to provide permanent, full-
time coverage during normal business hours although individual staff members
are on a part-time basis. The Exccutive Director works “half-time" for
NAVREF and the Washington Representative devotes about 10% of his time
to NAVREEF affairs. Receptionist and office manager services arc shared with
other organizations located in the same office. The Association’s accountant
and development/management consultant are available on an as needed basis
and are compensated on an hourly or "per-project” basis.

Frequency and duration: The Association has a contract with the Office of
Lynn Morrison for office space, equipment and services through February 28,
1993. At that time, the contract will be reviewed by the Board of Directors
and renewed, or other arrangements for a permanent office will be made.

How, when, where and by whom this activity is conducted: After investigating
several firms interested in management of the Association, the Board of



Dircctors determined that the Office of Lynn Morrison best suited the
requirements of the Association. The Executive Director and Washington
Representative are permanent members of Ms. Morrison’s staff and were
appointed to their positions after discussion with representatives of the Board
of Directors.

Requirements for participation or benefit: The resources of the Association’s
office are available to any member foundation and other organizations,
agencies or persons with common interests. The Association promotes an
open exchange of information.

Charges or fees: The resources of the Association’s office are freely available
to members and non-member VA foundations and to other organizations,
agencies or persons with common interests.

What this activity has accomplished or will accomplish: To date, specific
accomplishments of the Association’s office include:

development and distribution of membership solicitation materials
enrollment of 25 DVA nonprofit foundations as members

publication of two newsletters (a third newsletter in is progress)
coordination of one membership meeting (Attachment 1)

coordination of two Board of Directors’ meetings (Attachment 2)
coordination of one educational seminar open to members and non-members
(Attachment 3)

establishment of a working relationship with appropriate VA Central Ofﬂce
personnel and Congressional staff

Percentage of time and effort devoted to this activity: Approximately 28% of
the Association’s activities are related to administration of the Association,
This is expected to decrease significantly after the Association has been in
existence for one or two ycars.

-

Board of Directors

A.

Purpose and nature: The purposes and responsibilities of the Board of
Direéctors include:

developing policies and plans for the Association

providing guidance and oversight of the Association staff
authorizing contracts and other expenditures

representing the Association in relations with other organizations
budget development and approval



Frequency and duration: The Association’s by-laws state that the Board of
Directors will meet four times per year, two times in person and two
additional times that may be held by conference call. The first Board meeting
was held on September 15, 1992. A second Board meeting is scheduled for
December 15, 1992.

How, when, where and by whom this activity is conducted; The Association’s
national office coordinates the Board meetings. An agenda for each meeting
is developed after consultation with the Association’s officers and directors
based on input from the officers and directors, members, nonmembers, and
other interested partics. Notice of each Board meeting is given in the
Newsletter and any interested parties are welcome to submit items/reports for
. the agenda.

Requirements for participation or benefit: The structure of the Board of
Directors is detailed in the Association’s by-laws (Section 5.2.1):

There shall be five different Class A Member organizations
represented on the Board, such that no two Directors are from the
same Departmental facility. In addition, there shall be two Directors
not affiliated with any Departmental nonprofit corporation and
representing the interested public, such as persons affiliated with
veterans’ service organizations, medical or public health organizations,
etc. At least one shall be a Class B member of the Corporation.

Section 5.2.2 Directors’ Backgrounds. There shall be one Board
Member who is a Medical Center Director at a Department facility,
one Director who is either a Chief of Staff or an Associate Chief of
Staff at a Department facility, and three (3) Board Members who are
Executive Directors (but not also a Medical Center Director, Chief of
Staff or Associate Chief of Staff} of Member organizations.

Election of a new Board of Directors will take place at the Annual
. Conference, tentatively scheduled for June 1993.

Charges or fees: Members of the Board serve on a volunteer basis and
receive no remuneration for their services, To save travel expenses for
meetings held in person, when possible, Board meetings are held in
conjunction with other meetings the Directors are likely to attend, or by
conference call.

What this activity has accomplished or will accomplish: To date, individually
or collectively, the accomplishments of the Board of Directors include:



signing of a contract for establishment of a national office

supervising the national office staff

coordinating the Association’s application for 501 (c) (3) status

coordinating incorporation of the Association under the District of Columbia
requirements

meeting with representatives of the VA Central Office on issues of mutual
interest

initiating investigation of activities that have a potential benefit for member
and non-member foundations (such as use of E-mail for communicating
information to member and non-member foundations)

representation of the Association in relations with other organizations

Percentage of time and effort devoted to this activity: Approximately 10% of
the Association’s activities are devoted to Board of Directors’ functions, but
Board members are involved in all aspects of the Association.



Public Education and Communication

1. NAVREF Newsletter (Copies of the two newsletters that have been printed to date
are provided as Attachment 4)

A.

Purpose and nature: The purpose of the NAVREF newsletter is to inform
member and non-member foundations, veterans service organizations, federal
agencies (including interested parties in DVA and its medical centers),
biomedical research professionals and the general public of NAVREFs
activities and plans, issucs of interest, educational opportunities and to convey
information promoting the highest standards of federal foundation
management.

Frequency and duration: At this time, the NAVREF newsletter is distributed
on a bimonthly basis. As the Association grows, it is anticipated that the
newsletter will be distributed monthly.

How, when, where and by whom this activity is conducted: The NAVREF
newsletter is compiled by the Association’s office at 311 Massachusetts
Avenue, NE, Washington, DC 20002, Articles are written primarily by the
Association’s Executive Director and Washington Representative, but
contributions have been and/or will be solicited from the Board of Directors,
the Department of Veterans Affairs (DVA), and other interested persons

cognizant of information that is of benefit to the members, nonmember

foundations and general public.

Requirements for participation or benefit: The NAVREF newsletter is
distributed to NAVREF members and other organizations and persons
deemed bikely to be interested in the content. The newsletter Is also available
to any other interested persons or groups on request. In the past, issues have
been mailed to member and nonmember foundations (who generally make
photocopies for distribution to their own directors), Veterans Affairs
Administration personnel, Congressional committees, veterans service
organizations (VSOs), and Directors of VA medical centers.

Charges or fees: The NAVREF newsletter is sent to members, all of the
above and the general public free of charge.

What this activity has accomplished or will accomplish: The NAVREF
newsletter assists in accomplishing the Association’s mission (see statement of
the Association’s mission in Attachment 5) by providing information about
activities of the Association, issues of interest, educational opportunities that
promote high standards of federal foundation management, and foundation



management information that enhances the DVA foundations’ efficiency and

_public image.

Percentage of time and effort devoted to this activity: Approximately 10% of
the total time and effort of the Association is devoted to production of the

NAVREF newsletter.

2. Public Education

A,

Purpose and nature: The purpose of the Association’s public education effort
is to promote 1) a positive image for the DVA and DVA research, 2) good
relations with the general public, the nation’s veterans and veterans service
organizations, medical academia, DVA and other federal agencies and the
Congress and 3) to apprise the general public of the benefits of VA research,
including discoverics made by VA- and foundation-supported research.

The nature of these public education efforts will include written articles in the
NAVREEF newsletter and other publications, news releases, presentations at
activitics where NAVREF members might come in contact with the media,
and informal contacts with the media, Members of Congress, DVA personnel,
veterans service organizations and the general public.

Frequency and duration: The frequency of public education efforts cannot
be predicted at this time. These are likely to be ongoing efforts dependant on
the activities of NAVREF members, staff and Board.

How, when, where and by whom this activity is conducted: Public education
activities will be ongoing as determined by NAVREF staff and Board of
Directors, While such opportunities are likely to be identified by NAVREF
members, staff and/or Board members, the exact purpose and mechanism for
specific contacts will be guided by NAVRETF staff and the Board of Directors.
Articles for publication will be prepared by NAVRETF staff, the Board and/or
persons with expertise on a given topic. Informal contacts will largely be
carried out by NAVREF staff, but members of the Board, representatives
from member and nonmember foundations and other interested persons may
be asked to participate. Informal and formal presentations may be set up by
invitation or at NAVREF’s request.

Requirements for participation or benefit: Any person, publication or
organization with a (current or potential) general or specific interest in the
DVA foundations may provide an opportunity for these public education
activities.



Charges or fees: No fees will be charged or honorariums accepted in
conjunction with any public education efforts.

What this activity has accomplished or will accomplish: NAVREF public
education activities are intended to inform a broad spectrum of persons and
organizations (as discussed in paragraph A above) about the research mission
and accomplishments of DVA.

Percentage of time and effort devoted to this activity: Initially, about 10% of
the Association’s activities will be related to public education. After one or
- two years, it is expected that this may increase to as much as 30%.



Development of Standards and Information Exchange

1. Annual Conference

A.

Purpose and nature: The purpose of the Association’s Annual Conference
is to bring together representatives of member and non-member VA
foundations, other federal foundations and the interested public, using this

opportunity to:

provide educational seminars, workshops and lectures in support of efficient
administrative and financial management of the foundations

explore and resolve the administrative quandaries presented by federal
foundation management

review relations with the Department of Veterans Affairs Central Office
review the Association’s policies and activities of the previous year

conduct the biennial election of the Board of Directors and other Association
business

meet with DVA and VACO personnel and with Members of Congress and
their staffs

provide updates on issues of common interest

The meeting is expected to take place in a downtown Washington, DC hotel.

Frequency and duration: NAVREF’s Annual Conference will take place once
each year. At least one day will be devoted to informational seminars,
workshops and lectures on subjects related to efficient administrative and
financial management of member and nonmember foundations. A second day
will be available for attendees to meet with Members of Congress and their
staffs on issues of common interest regarding the DVA foundations.

How, when, where and by whom this activity is conducted: The subjects and
speakers at the Annual Conference will be identified by the Board of
Directors and the NAVREF office staff in consultation with member
foundations. Coordination of the logistics of the conference will be handled
by staff in the Washington office. The 1993 conference will be held in June
in Washington, DC. Speakers may include members of the Board of
Directors, DVA officials, Congressional staff, lawyers, accountants, scientists,
representatives of veterans service organizations and representatives from
other research or government agencies.

Requirements for participation or benefit: The Annual Conference is open
to any interested persons or representatives from any interested organizations.



Charges or fees: Fees for the conference have not yet been determined. It
is expected that representatives from member foundations will be able to
attend for a reduced fee. To keep expenses reasonable, the majority of the
speakers will be from the Washington, DC area and/or persons already
involved with NAVREF.

What this activity has accomplished or will accomplish: In support of
NAVREF's mission of promoting the highest standards of fiscal and
administrative management of the DVA foundations, the focus of the
conference will be on issues unique to the hybrid, quasi-federal nature of
these foundations. The specifics of managing these foundations require
special knowledge of appropriate managerial, ethical, legal, accounting and
other information not readily available or directly transferable from the
private sector.

Percentage of time and effort devoted to this activity: Approximately 10% of
the total time and effort of the organization will be devoted to running of the
Annual Conference,

2. Development of Common Standards for Management Practices

A.

Purpose and nature: The purpose of developing a set of common foundation
management standards and practices is to provide member and nonmember
foundations with a consolidated source of experience on appropriate and/or
necessary information and strategies for operating federal nonprofit
foundations. A copy of a first draft of such guidelines is provided as
Attachment 6. ~

In nature, the guidelines will be a comprehensive manual. NAVREF also
expects to identify a cadre of experienced DVA foundation managers who will
be available for consultations by telephone.

Frequency and duration: The guidelines will be under continuous review to
synthesize, develop, critique and improve the concepts and practical
information it contains. It is expected that there will be a formal review once
each year.

How, when, where and by whom this activity is conducted: Initial editing of
the draft guidelines will be done by NAVREF’s executive director with major
mput by the Board of Directors. Subsequently, a "policy committee”
composed of representatives from member foundations may be formed to
review and update the guidelines. Input would be welcome from members
and other interested parties.



D. Requirements for participation or benefit: Copics of the guidelines will be
provided to any interested persons or organizations. These may include
member and nonmember DVA foundations, comparable nonmember
organizations affiliated with other governmental agencies, federal officials, and
veteran service organizations.

E. Charges or fees: No fees will be charged for development or distribution of
the guidelines,

F. What this activity has accomplished or will accomplish: The guidelines would
accomplish the following:

n teach new or prospective nonprofit foundations how to become established

and how to operate in compliance with the various regulations that apply to

the DVA nonprofit foundations

promote the efficiency of member and nonmember DVA foundations

B assure DVA facility directors and member and nonmember foundation
Boards, DVA, IRS and state governments that the foundations are aware of

7 necessary knowledge and appropriate practices that meet DVA expectations

= provide samples of appropriate documentation of these practices

B provide continuously updated guidance and support for managers and
scientists having both federal and private roles

G. Percentage of time and effort devoted to this activity: Approximately 15% of
the Association’s time and effort would be devoted to the guidelines.

Electronic Bulletin Board

A, Purpose and nature: NAVREEF is implementing an electronic bulletin board
service that would be accessible by member and nonmember VA foundations.
The purpose of such a service would be:

o rapid dissemination of new and/or timely information pertinent to the
DVA nonprofit foundations, particularly when publication of such
information should not be delayed until the next bimonthly newsletter

B  to disseminate information that is not the "general interest" type of
information that is typically included in the newsletter

= to provide advance notice of information that will appear in more

detail in the next newsletter or, conversely, to expand upon information
already given in the newsletter

10



| to accumulate a database of information about managing a nonprofit
VA foundation that could be "scarched" by a member or other
interested party for items of interest

H to provide a means for easily revising the guidelines manual discussed
above (rather than distributing hard copies of the manual, it could be
maintained on the electronic bulletin board so members could access
new information as it is updated)

m to provide a means for a VA nonprofit foundation to broadcast a
question to all other foundations and to exchange information among
several foundations

In nature, the NAVREF clectronic bulletin board would be a component of
an electronic communications system already used by all DVA resecarch and

development facilities.

Frequency and duration: It is expected that all foundations will be asked to
access the NAVREF bulletin board once each week to check for information
updates and/or notices of upconiing activities, Once the database is in place,
member and nonmember foundations will be able to access the information
on an as needed basis.

How, when, where and by whom this activity is conducted: The Executive
Director of NAVREF will be the primary coordinator of the nonprofit
foundation component of the electronic bulletin board, with responsibility for
writing, editing or otherwise preparing information to be put on the bulletin
board. VA personnel responsible for management of the DVA system will
input the information provided by the Executive Director.

Requirements for participation or benefit: All VA nonprofit foundations will
have access to the electronic bulletin board regardless of whether they are
NAVREF members.

Charges or fees: No fees will be charged for access to the NAVREF bulletin
board system,

What this activity has accomplished or will accomplish: It is expected that the
electronic bulletin board will be a cost-effective way to enhance NAVREF
communications with member and nonmember foundations. In addition to all
the purposes listed in "A" above, the NAVREF electronic bulletin board
would be a positive demonstration of the collaboration between DVA and the
VA nonprofit foundations in support of VA research,

11



G. Percentage of time and effort devoted to this activity: It is anticipated that

approximately 10% of the total time and effort of NAVREF will be devoted
to the NAVREF electronic bulletin,

12



Advocacy

1. Advocacy for DVA Research Funding and Legislative Affairs

A.

Purpose and nature: Although NAVREF is an association of foundations
that arc not dependent on federal funds, the DVA foundations have a sincere
interest in a well-funded VA research program. Research conducted by the
foundations complements, but in no way replaces federally funded research.
The purpose of NAVREF’s advocacy efforts is to support the DVA’s goal of
a strong, well-funded research program.,

It has been shown that a strong research program at a DVA facility improves
the care given to VA patients by attracting physicians conversant with the
latest in medical care techniques, treatments and drugs. Improved funding for
DVA research allows DVA medical facilities to conduct more research which
ultimately directly benefits DVA patients and indirectly all persons.

It is anticipated that the nature of NAVREF’s advocacy activities will take the
form of endorsing funding recommendations made by various coalitions,
rather than undertaking a major campaign on its own. Also, NAVREF may
organize meetings between Members of Congress and representatives from
member foundations, particularly in conjunction with NAVREF’s annual
mecting, to provide an opportunity for NAVREF members to educate
Members of Congress about VA research, Such activities will be undertaken
to support the research mission of DVA.

Frequency and duration: Advocacy activities conducted by NAVREF will
occur at appropriate times during the legislative year.

How, when, where and by whom this activity is conducted: NAVREF’s
advocacy activities will be conducted by NAVREF’s Washington
Representative, in consultation with the Executive Director and Board of
Directors. Representatives from NAVREF member foundations may also be
invited to join such activities, particularly in conjunction with the Annual
Conference.

Requirements for participation or benefit: NAVREF’s advocacy activities will
be conducted by NAVREF’s Washington Representative, in consultation with
the Executive Director and Board of Directors. Through NAVREF, all
member and nonmember DVA foundations will be represented and may be
invited to participate.

The primary beneficiarics of this activity will be DVA patients, It has been
shown that a strong research program at a DVA facility improves the care

13



given to VA patients by attracting physicians conversant with the latest in
medical care techniques, treatments and drugs. Improved funding for DVA
research allows DVA medical facilities to conduct more research which
ultimately directly benefits DVA patients and indirectly all persons.

Charges or fees: No fees will be charged to provide this service,

What this activity has accomplished or will accomplish: This activity will
support the DVA and its patients. NAVREF and its member foundations
feel that VA research deserves the foundations’ support. It is hoped that
NAVREF’s advocacy activities will help to accomplish the DVA’s goal of a
strong, well-funded research program.

Percentage of time and effort devoted to this activity: It is estimated that 2-
3% of the total time and effort of the Association will be devoted to advocacy

activities,
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ATTACHMENT 1

National Association of _
Veterans’ Research and Education Foundations

Membership Meeting
Tuesday, September 15, 1992

5:00 p.m.

Salon 7, Disney World Hilton Hotel

Agenda

Welcome

Secretary’s Report

Treasurer’s Report

Executive Director’s Report
Legislative Report

Tips on Potential Problem Areas
in Form 990s '

"At Will Contracts" and
Foundation Employees

Liability Insurance
for Foundations and & Overtime
for VA/Foundation Employees

Closing

Ron Flink

Chatrman of the Board
Admin Officer for Research
Hines VA Hospital, Chicago

Jeanette Hamilton
Secret

R&D Admin Officer
Kansas City VAMC

Richard Levine, MD
Treasurer

ACOS for R&D
Washington, DC VAMC

Barbara West .
NAVREF Washington Office

Richard Fuller
NAVREF Washington Office

Nancy Parks
Admin Officer for Research
Augusta VAMC

Melvin Buck
Admin Officer for Research
Atlanta VAMC

Richard Levine, MD
Treasurer

ACOS for R&D
Washington, DC VAMC

"Ron Flink

Chairman of the Board
Admin Officer for Research
VA Hospital, Chicago



NATIONAL ASSOCIATION OF VETERANS' RESEARCH AND EDUCATION FOUNDATIONS

Minutes
Meeting of the Members

September 15, 1992

The regular meeting of the members of the National Association of Veterans’
Research and Education Foundations was called to order by the Chairman of the Board
at the Disney World Hilton Hotel at 3:30 p.m.

Representatives of the following member foundations were present: Jedd Nelsor,
Tucson; Melvin Buck, Atlanta; Shirley Shetula and Darleen Whorley, San Diego; Ken
Valk, San Francisco; Barbara Gleason, Palo Alto; Richard Straight, Ph.D., Salt Lake
City; Francis Achee, Brockton; Clyde Cosaro, Stephen Landaw, M.D. and Liz Applebee,
Syracuse; Dallas Cross, Seattle; Jeanette Evans-Hamilton, Kansas City; Ron Flink, Hines;
Richard Levine, M.D. and Gudrun Swassing, Washington, D.C., Carol Huff, Memphis;
and Nancy Parks, Augusta. Also present were Barbara West, Executive Director and
Richard Fuller, Washington Representative from NAVREF Office, Dennis Smith, M.D.
from VA Central Office, and the following guests: Gus Godoy, Miarmi; John Kozyra,
East Orange; Bernard Soloff, Ph.D., Little Rock; Jeannette Landis, Lexington; Gary
Soule, Nashville; Mike Huck, Indianapolis; and Blanca Lebron, San Juan. '

Ron Flink, Chairman of the Board, presided over the meeting. Members and
guests introduced themselves and gave an example of one positive benefit resulting from
the non-profit foundation affiliated with their local medical center.

Dr. Dennis Smith recognized the contribution of the foundations in supporting
research activities at local VA medical centers and encouraged all foundations to join

the Association.

The Secretary reported on the activities to date, including the selection of The
Office of Lynn Morrison as the management firm. The Executive Director had solicited
input from a development consultant for nonprofit organizations which resulted in
modifications to the drafted Bylaws that were reviewed in detail by the Secretary prior to
review and consideration by the members. Following a discussion of the modifications, it
- was moved, seconded and passed unanimously to accept the Bylaws,

The Treasurer reported the income from dues and expenditures to date, discussed
the contract extension with Lynn Morzison, and prowded a detailed explanation of the
management contractual expenses.

Mr. Flink noted that efforts will soon be underway to begin fundraising activities
for the Association in order to accrue adequate funds to support activities such as
obtaining legal opinions on various issues important to the membership. Another



- venture being explored is a national data bank of VA-clinical investigators from member
foundations which could serve as a referral center for national pharmaceutical firms.

A legal opinion on the new rules regarding the amount of resources that can be
spent on lobbying and still maintain 501(c)(3) status was distributed and discussed.

Ms. Barbara West, Executive Director, gave a report on administrative activities
to date, reviewed the Newsletter and its importance in distributing changing
requirements and information, and noted it was distributed to congress and interested
parties who may lend support to the Association. She solicited participants to the
Membership Committee and the Nominating Committee which will establish procedures
for nominations to the Board of Directors and develop a slate of candidates.

Ms. West solicited input from the Members on the time and place for the annual
members meeting in 1993, The annual meeting will include educational workshops by
experts in the field. It may be held in Washington, D.C. in the spring so that
Congressional staff would be available for interactive sessions. She also reported on the
hiring of a CPA and the organizational activities to date.

Ideas for fund raising for the Association were discussed. The possibilities of
joining the national CFC and initiating a registry for clinicai trials for all members will
be passed on to the Fundraising Committee for consideration.

Dr. Levine discussed the issue of paying overtime when full-time VA employees
work after hours for the local Foundation. He has obtained a legal opinion from an
established labor attorney which will be disseminated to all Association members who
may want to discuss this issue at the local level. Based on this expert opinion, the Board
of Directors of local foundations should decide the risks involved with this pay issue.

There being no further business, the meeting was adjourned at 4:30 p.m.

% 2ette Evm-Hnggﬁ

Secretary



National Association of Veterans' Research and Education

Board of Director’s Meeting
Tuesday, September 15, 1992

6:30 p.m.
Jasmine Room, Disney World Hilton Hotel

Agenda

Secretary’s Report
Treasurer’s Report

Old Business
Advisory Committees

Membership Committee
Nominating Committee

New Business
Sharing of NAVREF Information with Nonmembers
Fundraising for NAVREF
Annual Members’ Meeting
Renewal of Lynn Morrison’s Contract

Prioritizing Issues

ATTACHMENT 2



" NATIONAL ASSOCIATION OF VETERANS’ RESEARCH AND EDUCATION FOUNDATIONS

Minutes
Meeting of the Board of Directors

September 15, 1992

The regular meeting of the Board of Directors of the National Association of
Veterans” Research and Education Foundations was called to order by the Chairman at
the Disney World Hilton Hotel at 6:30 p.m.

The following directors were present: Clyde Cosaro, Dallas Cross, Jeanette
Evans-Hamilton, Ron Flink, Nancy Parks, Richard Levine, M.D., Shirley Shetula and
Dennis Smith, M.D. George McAdams was absent. Also present were Barbara West,
Executive Director and Richard Fuller, Washington representative.

The minutes of the Board meeting of May 27, 1992 were reviewed and
unanimously approved. The Secretary reported on meetings with a development
consultant for nonprofit organizations resulting in modifications to the drafted Bylaws
prior to review and acceptance by the members, and the outcome of the mail ballot
resulting in the selection of The Office of Lynn Morrison as the management firm. The
Treasurer reported the income and expenses to date. It was moved, seconded and
unanimously passed to accept the reports from the Secretary and Treasurer.

Based on the recommendation of the development consultant, it was agreed to
reconstitute the Nominating Committee to exclude current Board Members and
Association memtbers who plan to seek nomination for membership on the Board. The
following Association members were recommended to serve on the Nominating
Committee: Richard Straight, Ph.D., Salt Lake City (Chairman); Melvin Buck, Decatur;
James Donocho, Oklahoma City; and Anthony Schifano, Syracuse.

Considering the developing needs of the Association, it was agreed to cancel the
previous assignments to the Advisory Committees and form them with members
interested in their functions at the time a need becomes evident. The following
members were recommended to serve on the Membership and Fundraising Committee:
George McAdams, San Francisco; Jeanette Evans-Hamilton, Kansas City; Daniel Porte,
Jr.,, M.D,, Seattle; Richard Wedeen, M.D., East Orange; and Stephen Landaw, M.D.,
Syracuse. George McAdams and Jeanette Evans-Hamilton will be calling all potential
Association members to encourage membership for the current year. It was agreed that
public policy will be coordinated by and through the Chairman, precluding the need for a
Public Policy Committee.

The question of the sharing of information with non-members of the Association
was discussed at length. There was concern that the free flow of information to all
foundations might hinder the recruitment of members while limiting the distribution of



certain information could jeopardize non-members in terms of meeting legal
requirements or certain management practices. It was moved, seconded and passed
unanimously to continue to share all requested information about foundation
management practices with everyone until the next Board meeting when further
clarification will be addressed. Information which will not be distributed to non-
members includes the data bank, proposals on collective insurance, fringe benefits or any
collective ventures.

Ideas for fund raising for the Association were discussed. The possibilities of
joining the national CFC and initiating a registry for clinical trials for all members will
be passed on to the Fundraising Committee for consideration,

- Plans for the annual members meeting were discussed. It was agreed it might be
best to have a meeting separate from SRA next year, possibly in late June. It was the
consensus that the meeting be held in Washington, D.C. in order to bring in attorneys.

. and accountants knowledgeable of Association issues, as well as congressional
representatives to interact with members. The Chairman will coordinate the time and

place and begin the planning phase for the annual meeting,

Following the departure of Barbara West and Richard Fuller, the Board discussed
renewal of the contract with The Office of Lynn Morrison as the management firm.
There was unanimous support for renewing the contract through February, 1993.

The next regular meeting of the Board Of Directors wili be in December by
conference call. The following meeting will be held during the week of May 2, 1992 in

Monterey, CA. :

There being no further business, the meeting was adjourned at 9:30 p.m.

é;%nette Fvans-H

Secretary
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National Association of
Veterans’ Research and Education Foundations

Board of Directors Meeting
Tuesday, December 15
Chicago, Illinois
Hyatt O’'Hare
10:00 a.m. - 4:00 p.m.

Agenda
Approval of Minutes from
September 1S Board Meeting . . ... v vv i Page 1

Read into the Minutes:
NAVREF endorsement of

the Independent Budget ........... .. . . . i i Page 3
Treasurer’s Report:

Financial Statement ......... ... i ivnn.. Dr. Levine . .. Page 5
Committees
B Nominating Committee Report .. ... . v.uener .. Page S
L] Membership/Fundraisirig Committee Report ................. Page ©
| Formation of Public Policy Committee . ............ovvvn... Page 10
Updates on "Other" Projects
= Development of National -

Investment Strategy .. ........cove... Mr.Cross . .. .Page 11
® Development of Pooled Insurance ................. Separate handout
B Implementation of Bulletin Board ............. Ms. Parks . . . Page 13
L Guidelines Manual Critique ......... ... .. . oL, Page 14
L] Development of National

DataBank ... i e Page 62
First Annual Conference
E Determine Theme .............. . .................. Page 64
a Discuss Schedule ... ..o i e Page 65
Identify Topics and Speakers  ......ov ey Page 69
| Budget ..o, e Separate handout



7. Public Policy

E Legislative Update ......... P Mr, Fuller (by phone)
| Public Policy Updates and Discussion ...... ..o, Page 71
- Pending Legislation -
- IG Visits : '
- R&D Manual Chapter and Directors Checklist
L Discussion of "Information Release” .. ... ... ..ot Page 72
8. Information Item: Summary of Government

Employees Ethics Regulations ............. ... .. vy Page 75
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pear Coll eague’

‘ n behalf of the?30 members of this oo

year 8 Annual Meetmg Plannlng Cormmttee, we extend a warm mv1tat10n to the very spemal 26th Annual
Meetmg of the Socxety of Research Admuusrrators. :

-

" We've tapped the rich resources of our profession to bring you a varied and cdmprehensive program to
meet the same vamed and comprehensxve needs of a challengmg professmn deahng w1th some very
challengmg tmes. L L R
To add to this extenswe program is the locatlon of the 1992 meetmg. . Orlando It s the 1deal meetmg location

for you to brmg your famlly Not only is Orlando rxch in tourist attractmns, but 1t 5 also a rapldly growmfr - .

center of research and technology

And the rea] “mmg on the cake is the celebratmn of SRA’S ZSth anmversary We ve planned some very specxal

ways to make sure we mclude the newest research admmlstrator and the SRA veteran Anmversames are not

| . just trlps down memory lane... they re also away to. look fonvard to what the next 25 years wdl brmg

o~ - . -

It all adds up to a very spemal occasion. So don t miss it. Use the enclosed 1nformat10n and the reglstratlon

form to sign up; for the 1992 Annual ’\’Ieetmg in Orlando and Jom us for a blgger, better, brlghter SRA -

| . An_nual Meetmg i. . I }..'.-': .5‘1 =

Paui. G‘Waugaman © william F. Schweri
" ‘Co- Chalr _ " Co-Chair

‘ . . P ¢



" Satu rd a y

e ss Nonpmf‘ t Corporatwns A s6 Personnel Management ina
' Aff liated 1oith the Department of Research Enmmnment
%teram’Affatrs and Academlc 7 Human’ resource management is an
'-'Imtztutwm. A Workshop A - often-overlaoked compdnent of -
Concenu Im rtantI s" research admnmstratzon This workshop
ng PO ssue } focuses on provsdmg skills to resolve -

of CorporatwrrEszablwhment - !personnel problems, how to handle’the
~and Successful Operatwn

L margmal employee, negotuat;on resolu-
: The semmar wﬂi consader advantages ~tion between confhctmg pames, conflict
mechanisms and reiatlonshups that

: of interest and general strateg:es to help
nonprofut corporatl_ons have with affi- - --.

maxtmlze human resources

liated universities and governments. In’ o Sp eaker . :
' partlcular. the consequences of alegal.. = Kathrine M. Reed, ASSOClate F’rovost
spinoff from a parent organlzatnon and ° for Management, Unrversnty.of Virginia

the cont:nuung nature of relation-
ships will be explored /Nayy to enhanc
re of g/ free-
andifg nonprofit cphrporation vis-a-vi
ther/ ax-ex?z'-:pt orfanizations wj

s7 Disney’s Innovation in Action

See the Walt Disney World Resort as
“you've never seen it beforel This behind-

the-scenes seminar shawcases the

a8 . L . innovative systems and technologies in
Spea kers . - - use across their 4 3-square-mile prop-
Richard F.Levine, Assocuate Ch|ef of . - erty. You’ll visit locations that most .
Staff for Research and Development . guests never get 1o see for a firsthand
Veterans' Admmistranon Medlcal © . .look atthe role these innovations play m '
Center, Washmgton D C.. " .| the delivery of the Disney “show.” The =

“seminar begins with a presentation

-.JoAnn Treat, Presxdent Texas A&M
~highlighting tha_ major events in Walt

Research Foundation

(}"V U TR Disney’s career which culminated in'the
3“7"/ hes aa' Ww’m/ﬁ development of EPCOT, Pamcrpants
e R . visit a variety of locations to see these -
" iAnovative systems and technologies

PM%WN Lo R  inuse: theTunneISystem/"Utfﬂdor"_
- e . beneath the Magic Kingdom Park,

W IPWW Magic Kingdom Wardrobe, Produc‘mon

Center—show rehearsal and parade
.- float storage facrhty,,Walt Disney World
. . _ o 'fNursery and Tree Farm, Commumty
T .. * -+ Wastewater Treatment Facility, North -
C '  Service Area- manufactur:ng, Iaundry,
. food processing and energy services
facilities. Al participants will receive a’.
. 'comphmentary copy of a bookiet titled
" Innovation in Action at the conclusaon
of the semlnar )

: Thls workshop w:l! Ieave the Halton
) Hotel at 1:30 snd retur_n ke -




0 c1o Current Issues m Career : .
Developmenz. The SRA Task Force

- The SRA 'T'ask Force on Career Develop~

ment is presently WOrklng to enhancs

K researchadmnnistrat:on asa professron

and career. Th:s work is critical to all
.. SRA members and to our mstn‘.ut:ons
. ;‘-'and emp!oyers.- Th:s session, led by the

 task force co-chairs, will share views of -

the task force, and consnder strategies

" and actwmes that will strengthen one’s :

professnonai standmg and capab:htresr
Speakers ' .
“’.. ‘Regina A. Smith, Assistant to the -

. Director, Office of Sponsored Programé,

- Unrversmy of- Alabama,

- David L Entin, Assistant Dean for
-Research, University of Massachusetts
= Meducal Schooi .

_:' I c11 Amma[and Human
o Subject Issues

. fThlS session. will explore current use of

I animals and humans in biomedical

- ‘rasearch. A case'study format will be
‘.'.'used; onecase study concerning ani-
-_mals and ona dealing with human sub-

- jects will be presented. Dr. McCarthy

e will give ar{ analysis of each case.

L"_Speaker .
" Charles McCarthy, Darector, Offsce for
.~ Protection from Research Risks,

- I\{atlonal,lnstftutas of Heaith

; various tomcs inthe area of ethics and |
research’ admanustratlon Partlcrpants ate

X111 L'Lhws How Does It Apply to

Research Admmwtmuon. .
An mteractwe dlscuss:on w:!l address

encouraged to bnng samp|e cases for

" discussion. .

D:scus.non Leaders -
Judy A, Eriery, Director, Sponsored

' Programs, Bartmouth Medical Cénter

Jobn R. Ward, Bursar and ‘Dire;:tor of - -
Student Financial Aid, University of
Coiorado Hea!th Sciencea Center )

X12- How Do Ybu Handle a

- Difficult Employee9

The group will dlscuss the problems
encountered from both the admlmstra—

tor's and the personnel serwces profes-

sional’s perspectwe.

Discussion Leaders
Everett Ernmo, Assistant Dean for

_Research fnstitute of Food and-

Agriculturai Sciences, Unrverszty of
Florida

Lu Ann Sweeley, Assistant Drrector,
University Personnel Services,
University of Florida

'x13 Contract Negotiation

This session will focus on current issuas
in contract negotiations. Participants are
requested to bring quesnons/xssues 10
the session. .

Ducuss;on Leaders

Jerry G Fife, Director, Contracts and
Grants, University of North Carohna at

Chapel Hilt

 Frederick B, Mesler, Manager, Contracts

and Grants,. Texas A&M Research

) Foundatron

' x14 Potenual for Growth

Industry- Unwermty Relaaonslups .
Pa»rtsc:pan‘ts will examine the role of the -

- research administrator as a catalyst not

only in estabhshmg, but also in maintain-
ing and improving upon successfui
collaborations with umversmes and
mdustry :

Dlscuaazon Leader

‘Lucy G. Henry, Director, Academic

Grants and Contracts, Umvers:ty of '
North Carolina. ' :

N x15 Nauonal Assoczatmn of m
' ‘_"Nonprof‘ ¢ Corporatzons _
»_.':"-Dr. Levine wili lead & drscuss:on onthe .
' toprc of the National Association of VA
’ Nonprof:t Corporations. This session_
" will serve toinform VA’ admimstrators of
. the ments of such an orgamzatlon and
"~ wiil apprisé them of the process and .
' support to date for the establishment of
- such an organization. .

D:scuauon Leader

- Richard F. Levine, Associate Chief of
. Staff for Research and Development,

Veterans’ Affairs Medical Center,
Washington, D.C.

X16 Evaluating the Research’

"Suppbrt Office

How is your research support office
evaiuated? Why do you need.to evalu-
ate? Who should evaluate? The currént

. * environment for accountability, down-
o sizing and competing priorities makes
“formal evaluation of research support

offices a critical area for attention. Par-
ticipants wiil interactively examine this
topic froma variety'of perspectives.
Discussion Leader

Peggy S. Lowry, Director, Assistant Vice
Chancellor, Office of Research Services,

' University of litinois at Urbana-

Champaign
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NAVREF
Board of Directors

Ron Flink, Chairman
Chicago Association for Research
and Education in Science

Dallas G. Cross, Vice-Chairman
Seattle Institute for Biomedical and
Clinical Research

Richard F, Levine, MD, Treasurer
Institute for Clincal Research,
Washington, DC

Jeanette Evans-Hamilton, Secretary
Midwest Biomedical Research
Foundation, Kansas City, MO

Clyde H, Corsaro
Central New York Research
Corporation, Syracuse, NY

George McAdams
Northern California Institute
for Research & Education, Inc.

Nancy M. Parks
Augusta Biomedical Research
Corporation, GA

Shirley A. Shetula
Veterans Medical Research
Foundation of San Diego, CA

FY 93 VA Medical Care & Research
Appropriations
Comparison Chart

Bush Admin

FY 1992 Request  House Senate

Med $13.513 $14.632 $14.632 $14.661

Care billion  billion  hiliion  hillion
Res- $227 $242 $242 $232
earch miflion million million muliion

Washington Office Established

Effective July 15, 1992, the Association opened offices at 311 Massachusetts Avenue, NE,
Washington, DC 20002 within The Office of Lynn Morrison. Ms. Morrison naintains a
well-respected firm that provides lobbying and other services to health-oriented
organizations. Her office is known for its particular focus on VA research funding and
policy.

Barbara West has been appointed executive director of the Association. Mrs. West has
two years management and administration experience in working with nonprofit
organizations and will guide the Association through its earliest stages of development.
Priorities include membership and program development, fund raising, and IRS recognition
of the associaiton as a tax exempt nonprofit organization with 501 (c) (3} status.

Richard Fuller directs the public policy activities of the Association. Past experience
serving on the professional staff of several Congressional VA Committees, inciuding the
Subcommittee on Hospitals and Health Care, and as legislative director of a national
veterans service organization, have given Mr. Fuller a strong background in VA health
policy and research. He also has extensive contacts with Members of Congress,
Congressional Staff, VA Central Office and veterans service organizations.

Please feel free to contact the Washington office at the address above, by phone (202-543-
7273) or by fax (202-543-5327). The office is conveniently located on Capitol Hill, three
blocks east of Union Station and two blocks from the US Capitol.

Senate Committee Cuts VA Research Funding

On August 3, the Senate Appropriations Committee approved its version of the Fiscal Year
1993 appropriation for VA,

The Committee approved research funding at $232 million; $10 million below the House-
approved level and the Administration's request (see chart at left). The House and Senate
VA Appropriations Subcominittees will appoint Members to serve on a conference
Commitiee after the August Congressional Recess to reconcile the differences between the
two versions of the legislation. The Senate funding level, if allowed to prevail in the final
conference report, would set FY 1993 funding at only $5 million above the '92 level, further
aggravating an already intolerable funding crisis caused by the Career Deveiopmet snafu.
The NAVREF Washingon office is working with the House VA Appropriations Committce
to urge rejection of the lower Senate research recommendation in conference.

Career Development

The Senate FY 93 VA appropriations bill contains language similar to the version passed by
the House in July that would require VA to return the obligation for Carreer Development

salaries to the "Research Appropriation Account.”
( continued on page 4)
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Dear Colleague:

It is with a sense of honor and responsibility that I address you in the first issue of the
NAVREF Newsletter. I am delighted to have been elected Chairman of the Board, but
there are many others, expecially Richard Levine, who have worked diligently to make
NAVREF a reality.

In just over a year, the National Association of Veterans' Research and Education
TFoundations has progressed from a vague idea to an operational organization,
NAVREF has established an office, employed an outstanding staff, and most
importantly, developed a very exciting agenda for the future.

The next and most pressing order of business is membership recruitment. About half of
all the foundations have either already joined or plan to do so in the very near future.
The current membership of 17 foundations represents more than 50% of the total $25
million received by all the foundations last year.

One of NAVREF's primary objectives i3 to educate its members. The talent, expertise
and expertence found among our membership will be of inestimable value to all our
foundations.

There is a genuine concern that the deluge of regulations facing the foundations will
threaten the flexibility and efficiency that encourages productive and meaningful
research. By voluntarily joining together to constructively and cooperatively develop
non-mandatory guidelines for oursetves, we can hope that the level of outside
intervention and regulation will diminish.

NAVREF intends to represent the interests and concerns of all the foundations. To do
that we need 100% participation. Each of us has a great deal to offer to NAVREF and
all of us will benefit,

This is not the fime to sit on the sidelines. Thanks to all of you who have already joined
NAVREF. To our valued colleagues who have not yet joined, we look forward to

receiving your membership form soon.
Ron Flink, Chairman of the Board

-

Mem bership Form __ Enclosed are my annual dues

___ Please send more information

Name of Foundation

Address Phone

Fax

Association Rep. {Name & Title)

Year Incorporated Gross Recipts for Last Fiscal Year

1992 Dues (0.5% of gross receipts to a maximum of $5,000)
(minirnum; $50.00) .
Please include the following documents with your application for membership:
1. A resolution from your Board of Directors supporting membership in NAVREF
2. A copy of IRS Form 990 for 1991 '
3. Annual dues for 1992 (All memberships are based on NAVREF's fiscal year,
June I -May 31.)

NAVREF
Members to Date

Tucson, Arizona
Biomedical Research Foundation of

Southern Arizona

Palo Alto, California
Palo Alto Institute for Research

and Education, Inc.

San Francisco, California
Northern California Institute for
Research & Education, Inc,

San Diego, California
Veterans Medical Research Foundation
of San Diego

Atlanta, Georgia
Atlanta Rescarch and Education
Foundation, Inc.

Augusta, Georgia
Augusta Biomedical Research Corporation

Chicago, Illincis
Chicago Association for Research
and Education in Science

Knoxville, Towa
Knoxville Association for Research and
Education in Science

Boston, Massachusetts
Boston VA Research Institute, Inc.

Brockton/West Roxbury, Massachusetts
Brockton/West Roxbury VA Research
Corporation

Kansas City, Missouri
Midwest Biomedical Research Foundation

Manchester, New Hampshire
Friends of VA Research

Syracuse, New York
Central New York Research Corporation

Oklahoma City, Oklahoma
Veterans Research Foundation

Seattle, Washington
Seattle Institute for Biomedical and
Clincal Reseach

Tacoma, Washington
American Lake Research Association

Washington, DC
Instituie for Clinical Research, Ingc,



Septcmber Membership Meetmg

There will be a NAVREF membership meeting on Tuesday, September 15 at 5:00 p.m. This meeting will be held
in conjunction with the Society of Research Administrators' (SRA) annual meeting in Orlando, Florida. The

tentative schedule is:
Tuesday, September 15 - Salon 7, Disney World Hilton Hotel

3:30 - 4:45  Interactive Session X15
Title: Developing an Agenda for NAVREF
Panelists:
Ron Flink, AO Chicago VAMC
Executive Director, Chicago Association for
Research and Education in Science
Chairman of the Board, NAVREF
Richard Levine, MD, ACOS for R&D, Washington, DC VAMC
Chairman of the Board, Institute for Clinical Research, Inc.
Treasurer, NAVREF
Tentative Topics:
"State of the Union" & Plans for 1992-93
Current status of NAVREF issues in VACO
Future educational seminars
Outlining governance of NAVREF
Open discussion

5:00 - 6:00 NAVREF Membership Meeting

8:00 NAVREF Board of Directors Meeting

Only those registering for the SRA meeting may attend SRA Interactive Session X15. NAVREF members not
attending the SRA meeting are welcome to come to the membership meeting that will follow the Interactive
Session. Please use the form below to indicate that a representative from your foundation will be coming to the
NAVREF membership meeting. Call Barbara West at 202-543-7273 if you have any questions or need
additional information.

September Membership Meeting Attendance Form . )
Can you answer this question?

Name

A full-time VA nurse wants to work part-
time for your foundation. Is this permissible

Foundation Name
and if so, on what basis should she be paid?

___Tamregistered for the SRA meeting and will attend Interactive , "
Foundations that have not yet joined

Session X15. . NAVREF were recently senf a “quiz" testing
their knowledge of the ins and outs of
___Twill attend the NAVREF Membership Meeting operating, managing and funding a
foundation.

A representative from my foundation will not attend the , -
NAVREF Membership Meeting. Please send me alf handouts. Learning the correct answers is just one of
many reasons to join NAVREF --
Please return form to NAVREF, 311 Massachusetts Ave., NE , Washington, today!
DC 20002,
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Career Development (continued from front page)

The Senate Subcommittee's report on the bill contained very strong language condemning VA for "reprograming” the Carcer
Development funds without secking the approval of the Appropriations Committees. The Senate bil also contains no specific additional
dollars to help the rescarch account re-asorb the impact of the Career Development Program, However, unlike the House bill, the
Senate version would allow VA to (Senate Conference Report 102-336, page 26);

transfer $25 million from the Medical Adminstration and Miscellaneous Operating Expenses (MAMOE) account
to the research account for the Career Development program should the Chief Medical Director determine it to be a priority.

A choice between funding MAMOE or Career Develoment would present an interesting political quandary to any Chief Medical
Director. Career Development would consume more that half of the $44 million for MAMOE contained in the Senate bill.

House Increases DoD/Va Cooperative Research Funds
Eyes Set on Senate fo Match $30 Million Level

With the backiing of House Commitiee on Veterans' Affairs Chairman G.V (Sonny) Montgomery, the House has approved $30 million
for DoD/V A cooperative research in its FY 1993 appropriation for the Department of Defense. The $20 million increase over FY 1992
levels could be one of the only means to help offset, if only in part, the impact of the Career Development switch contained in the VA

appropriations bills. o
Senate appropriators must aiso make a commitment to the $30 million level if the increase is going to survive in the final FY 1993 bill,
On August 5, 1992 NAVREF joined 16 national medical associations and helath advocacy groups in a letter to the members of the

Senate Appropriations Subcommiittee on Defense urging that the Subcommittee meet the same higher funding level as the House in
their recommendations, According to current best estimates, the Senate Subcommitiee will not meet to make its recommendations until

September.

For further information on the status of the DoD appropriation or other legislative matters, contact Richard Fuller at the NAVREF
Washington office (202-543-7273).

National Association of

Veterans' Research and Education Foundations

311 Massachusetts Avenue, NE

Washington, DC 20602 :



IG to Survey NPCs

NAVREF's Washington office has been
informed that the Office of the
Inspector General has been asked to
review the operations of a substantial
number of representative foundations.
The reviews are o be routine in nature,
attempting to assess how the
foundations are operating and
progressing, not in response to any
particular perceived problem,
INAVREF will be in contact with the IG
as plans and schedules develop, and
will keep the membership informed.

NAVREF Board of Directors

Ren Flink, Chairman
Chicago Association for Research
and Education in Science

Dalias G. Cross, Vice-Chairman
Seattle Institute for Biomedical and
Clinical Research

Jeanette Evans-Hamilton, Secretary
Midwest Biomedical Research
Foundation, Kansas City, MO

Richard F. Levine, MD, Treasurer
Institute for Clinical Research,
Washington, DC

Clyde H. Corsaro
Central New York Research
Corporation, Syracuse, NY

George McAdams
Northern California Institute
for Research & Education, Inc.

Nancy M. Parks
Augusta Biomedical Research
Corporation, GA

Shirley A. Shetula
Veterans Medical Research
Foundation of San Diego, CA

Dennis Smith, MD, ex officio
Assoc. Chief Medical Dir, for R&D
Department of Veterans Affairs

Newsletter October 1992

Memorandum

To: VA Nonprofit Foundations
Erom:  Dennis Smith, MD

Associate Chief Medical Director for R&D, BVA
Subject: NAVREF

As [ know occurs with many of you, the timing of the NAVREF meeting in Orlando was in
direct conflict with two other obligations. [ feel fortunate that [ chose to attend the
NAVREF meeting.

When I first became aware that 501 (¢) (3) foundations were being set up within the VA; T
applauded even though at the time I was not associated with the VA, When I accepted this
position, my applause and enthusiasm grew as [ learned that legislation had legitimized the
foundations, yet kept them independent of the burdensome and restrictive bureaucracy that
plagues the post funds. My enthusiasm was soon tempered by the ominous warnings of our
General Counsel about the liabilities that these independent foundations threatened, and by
the expressed paranoia of some directors and regional directors, It became clear to me
rather quickly that the foundations were the best thing that had happened to VA research in
some time, but that many people in positions of considerable influence and power were leery
of them and considered them to be a highly vulnerable activity and a visible target of the IG.

Others were aware of the storm clouds gathering and took an appropriate and, I think,
brilliant protective measure: they formed NAVREF. NAVREF has flourished, becoming
the single most important factor in protecting the corporations from bureaucratic
strangulation. NAVREF cnjoys a board of directors that is concerned, informed and active,
supported by an impressive management team that has proven to be one of the most
effective advocates for the VA on the Hill,

NAVREF is critical to the success of the VA foundations. NAVREF is not only a resource
for legislative and organizational information for the foundations, but is also a powerful and
effective voice in representing the corporations in relations with our General Counsel and
the VA Administration. I feel strongly that all foundations should support NAVREF.

There are sufficient forces adverse to the concept of the foundations that we need a strong
and united front to counter them. NAVREF is such a force, but to be maximally effective, it
needs the support of all of us,

NAVREF Looks Ahead to FY 1994 VA Funding

Shortly before the final FY 1993 VA medical care and research budgets were passed,
NAVREF met with the Friends of VA Medical and Research to plan strategies for FY 1994,
Each year this coalition of over seventy national medical and health advocacy organizations
develops and promotes a briefing document designed to convey to Members of Congress the
urgent need for increased VA medical care and research funding.

NAVREF Washington Representative Richard Fuller said, "Last year the Friends of VA
worked closely with key Members of Congress and their staffs in the earliest stages of the
development of the FY 93 budget. This year we will start even earlier in the budget process
by presenting the Office of Management and Budget (OMB) with a strong case for higher
FY 94 VA medical care and research funding. (See next page for FY 92/93 funding levels.)



NAVREF Members Meet in Orlando

L
INAVREF's first membership meeting was held in Orlando, Florida, on September
15. Approximately 50 people representing 26 foundations attended the meeting,
Chairman of the Board Ron Flink welcomed representatives from current member

Mr. Flink opened the meeting by asking a representative from each foundation to
introduce hinvherself and 1o describe one way in which their foundation has directly
benefitted their VA medical center or hospital. The purchase of numerous
computers, specialized clinical research equipment, and the extraordinarily positive
effect of these on morale highlighted the importance of the foundations,

Dennis Smith, MD, Associate Chief Medical Director for Research and
Developiment, Department of Veterans Affairs, expressed the Department's
appreciation for the contributions the foundations are making to VA research, and
emphasized the DVA's support for and interest in the success of NAVREF.

During the membership meeting, changes in the NAVREF's bylaws werc approved,
Treasurer Richard Levine reported on NAVREF's financial standing, Excc. Director
Barbara West reported on the status.of the 501 (¢} (3) application and various
projects, and Washington Representative Richard Fuller reported on legislative
activities. .

Nancy Parks, adminigtrativé officer for research at the Augusta, GA, VAMC,
presented statistics about the foundations and highlighted items required in IRS and
DVA reports.

The meeting concluded Wwith discussion of the goals of NAVREF, the role it can play
and the need for increased membership and participation of members. Thank you to
all who attended and/or contributed to the meeting.

Nominating Committee for Board Elections

A nominating Commiitee has been formed to prepare the slate for board of directors
elections that will take place at the NAVREF Annual Meeting, tentatively scheduled
for June 1993, The members of the Nominating Committee are:

Chairman Richard Straight, PhDD  Salt Lake City, UT
Tony Schifano Syracuse, NY
Jim Donoho Oklahoma City, OK
Melvin Buck Decatur, GA

In accordance with NAVREF's by laws, the board of directors will consist of
representatives from five different Class A members (foundations), two persons not
affiliated with any foundation, representing the interested public, one representative
from a Class B member, and the Associate Chief Medical Director for R&D of DVA,
or his or her designee, as ex officio member without vote.

Of these directors, one will be a Medical Center Director at a DVA. facility, one will
be either COS or ACOS for research of a DVA facility, and three will be executive
directors (but not also MCD, COS or ACOS) of member foundations.

NAVREF members' boards may nominate individuals for the NAVREF board of
directors. Such nominations must 1) be in writing, 2) include a biography (one half
page or less) of the nominee, and 3) be signed by the nominee authorizing that his/her
name be submitted for election. Send all nominations to NAVREF, 311
Massachusetts Ave., NE, Washington, DC 20002, no later than April 1, 19%3. A
slate of no more than twelve nominees will be prepared by the Nominating Com.

VA FUNDING FY 1992 FY 1993
Medical Care’ $13.5 billion $14.6 billion
Research $227 million $232 million
DoD/VA Research Transfer $20 million $30 million

NAVREF
Members to Date

Augusta, Georgia
Augusta Biomedical Research Corporation
Boston, Massachusetis
Boston VA Research Institute, Inc.
Brockton/West Roxbury, Massachusetts
Brockton/West Roxbury VA Research
Corporation
Decatur, Georgia
Atlanta Research and Education
Foundation, Inc.
Hines, Hlinois
Chicago Association for Research
and Education in Science
Kansas City, Missouri
Midwest Biomedical Research Foundation
Knoxville, Towa
Knoxville Association for Résearch and
Education in Science
*Little Rock, Arkansas
Biomedical Research Foundation
Manchester, New Hampshire
Friends-of VA Resecarch
*Memphis, Tennessce
Research Incorporated
*Miami, Florida
South Florida Veterans Affairs Foundation
for Research and Education, Inc.
Oklahoma City, Oklahoma
Veterans Research Foundation
Pale Alto, California
Palo Alto Institute for Research
and Education, Inc.
*Salt Lake City, Utah
Western Institute for Biomedical Research
San Diego, California
Veterans Medical Research Foundation
of San Diego
San Francisco, California
Northern California Institute for
Research & Education, Inc.
Seattie, Washington
Seattle Institute for Biomedical and
Clinical Research
Syracuse, New York
Central New York Research Corporation
Tacoma, Washington
American Lake Research Association
Tucson, Arizona
Biomedical Research Foundation of
Southern Arizona
Washington, DC
Institute for Clinical Research, Inc.

*New member



Part of NAVREF's mission is to provide information of importance to the operation of all foundations. The opinion below
answers the question of whether it is appropriate to pay VA/foundation emplyees at their regular rate or time and one half
when work performed for the VA and foundation exceeds forty hours in one week.

Legal Opinion Regarding Overtime Payment for VA/Foundation Employees

The following opinior was provided in response
to a request from a NAVREF member, and paid
for by NAVREF:

You have asked my opinion whether Veterans Administration
laboratory research employees who are not exempt for the

- federal overtime payment statute (1), are required to be paid
time and one half overtime for similar work they perform for
nonprofit corporations in VA laboratories when combined
hours from both jobs exceed forty in a week. My opinion is
that overtime is required to be paid in these circumstances.

Factual Background

The Veterans Administration employs laboratory technicians
to work in its medical research laboratories. These persons
are cmployees of the federal government,

Nonprofit research corporations have been established by VA
professional staff to receive private grants to perform research
on specified projects which are different from, but related to
VA research work. This research is performed by the same
laboratory technicians and nurses in the same VA labs and
clinics in which they regularly work. However, when
performing such work they are employees of and are paid by
the nonprofit corporation. These research projects are at all
times considered to be VA projects and are conducted for the
benefit of the VA,

Discussion

Under the FLSA (Fair Labor Standards Act), afl hours of
‘work of a non-exempt employee over forty in a week are
required to be paid at time and one half the employee's
regular rate of pay,

Obviously, when a person has two different jobs with two
entirely different employers, working, for instance, 40 hours
for one and 20 hours for the other in the same week, neither
employer owes evertime.

Where however, the two employers have some degree of
interrelationship, they may be deemed by the U.S.
Department of Labor (USDOL) as "joint employers" for
FLSA purposes. The effect of such a finding is to treat both
separate employers as one, such that the forty hour trigger for
overtime purposes is tripped by the cumulative number of
hours worked for both employers in the work week. The
USDOL's joint employer regulations, 29 CFR 791, state that
joint employership will be found concerninig an employee's

work for two separate employers unless both employers are
“completely disassociated" and, conversely, will be found
where the work "simultancously benefits" both employers.

The courts have applied this regulation to find joint
employership where the employee worked for employers who
were formally separate. See, for instance, Secy of Labot v
Radio-TV Corp., 16 WH 372 (D.Hi. 1964), where an
employee worked a forty hour work week fora TV
distributor and held a second different job with a separate but
commonly owned manufacturing company which made parts
sold to the distributor. The court found joint employership,
and consequently overtime liability, noting that "there was a
direct and mutually beneficial connection or relationship
between the businesses of both corporations ... (R)regardless
of the innocent intent of the defendants (the evidence)
establishes a situation intended to be covered by the statute."
(id at 375, 376); Secy of Labor v. Office Commun, Co., 17
WH 84 (MD NC 1965) - joint employership created
overtime Hability where clerk of corporation also did work
for job site; Karr v. Strong Detective Agency, 26 WH 1670
(ED Wi. 1984) -- employee of detective agency assigned to
work as employee of warchouse to perform undercover
surveillance. Joint employership was found becausc the two
employers were not acting "entirely mdcpendém of each
other" nor were "completely disassociated” with respect to
the employment,

Here, the arrangement is decidedly for the mutual benefit of
the VA and the nonprofit corporation since the VA uses the
corporation as an indirect vehicle for obtaining private
funding of VA research projects performed in the same VA
labs and clinics, using VA staff and equipment, under
supervision of VA investigators who also are members of the
nonprofit corporation. At bottom, what we have here is a
mechanism of private funding of VA rescarch projects
performed in VA facilities by VA staff for the benefit of the
VA and the nonprofit corporation.

For these reasons, it is believed overtime payment would be
required under DOL regulations to any nonexempt VA
ermployee who worked over 40 combined hours in a week for
both the VA and the nonprofit corporation. Employees have
a statutory private right of action and can collect double
damages for a willful violation, and attorney's fees, The
Secretary of Labor independently has enforcement authority
as well.

Steven R. Semler
Semler & Pritzker



Attention All NAVREF Members

Al NAVREF members are asked to submit to the NAVREF office a description of the ways in which their
foundation has benefitted their VA facility and veteran patients. This list may include equipment purchased for
the facility, new drugs made available for the care of patients, additional staff hired, research performed, staff
and patient morale boosters, etc. Please include the name and location of the foundation, the cost of project,

and the benefit accrued by the VA facility, veteran patients or the general public.

The NAVREF Washington office will incorporate these lists in handouts to be used in fundraising activities and
in laying the groundwork for expansion of the NPC authorizing legislation to include management of funds for
educational activities.

Please send your list to the NAVREF office no later than October 31. Call 202-543-7273 if you have any
questions.

Please Note:

Board of Director's Meeting: Wednesday, December 16, 1992, This meeting will be conducted by
conference call. Members are welcome to submit items for the agenda. Send all submissions in writing to
Barbara West at the NAVREF office no later than November 15, 1992,

NAVREF Annual Meeting: NAVREF's first Annual Meeting is tentatively scheduled to take place in
Washington, DC in June 1993, Current plans include informational seminars and "a day on the Hill."
Representatives from NAVREF member foundations may attend for a reduced fee. Representatives from
nonmember foundations will be welcome at the nonmember rate.

National Association of

Veterans' Research and Education Foundations
311 Massachusetts Avenue, NE

Washington, DC 20002

Emportant Member Information
and Legal Opinicn Inside




Established in 1992, NAVREF is the national
association of Department of Veterans Affairs
{DVA) nonprofit research foundations.
NAVREF's mission includes:

o Promoting the goals of VA resecarch
foundations

o Conducting educational seminars for members
and other interested persons

o Promoting the highest standards of foundation
organizational and financial management

o Advocating legistative changes on behalf of the
foundations

o Representing the interests of the foundations
to the DVA Central Office and Congress

o Developing and distributing organizational
materials to the foundations

o Informing the public of the benefits of VA
research

NAVREF maintains an office in Washington, DC
a few blocks from the US Capitol and the
Department of Veterans Affairs Central Office.
Professional staff handle administrative and
financial matters, coordinate activities among the
foundations and provide liaison with Congress
and the DVA,

The NAVREF Board of Directors consists of the
Associate Chief Medical Director for Research &
Development of the DVA, representatives from
five different member foundations, two persons
not affiliated with any foundations who represent
the general public, and one representative from a
membership organization not affiliated with a
foundation.

The NAVREF Board, NAVREF members and
the DVA share a comumon inierest in ensuring
that all DVA foundations are managed in
accordance svith the highest professional
standards, while maximizing the excellence of
the foundations' research.

Veterans nonprofit foundations were authorized by
Congress in 1989 to support and enhance the
Department of Veterans Affairs’ research mission.
These foundations provide a flexible funding and
administrative mecharism for private organizations,
including for-profit corporations, to support research
conducted by the DVA.

In 1991, sixty-two veterans research foundations
received and administered over $25 million in
private funds on behalf of their medical centers —~ a
major boost to shrinking federal appropriations for
veterans' medical care and research budgets. The
foundations act as independent entities under the
laws governing nonprofits in each state; however, by
act of Congress, each foundation is fully accountable
to the oversight of the DVA Chief Medical Director
and the Secretary of Veterans Affairs.

In addition to supporting a broad variety of research
projects, funds given to VA foundations are also used
to purchase new medical and office equipment; to
provide additional medical and office supplies; and to
support salaries for nurses and technicians -- all for
the benefit of the country's veterans. The research
opportunities offered by the foundations give DVA an
important tool to recruit and retain quality health
care professionals who in turn improve the quality of
health care services to the veteran population.

When your foundation joins NAVREF, you and
your colleagues will belong to the only national
association concerned about the welfare of the
DVA research foundations. Through opportunities
to serve as a member of the Board of Directors or
as a member of Board advisory committees, you
are assured that the interests and concerns of your
foundation are represented and addressed.

Other special benefits include a bi-monthly
newsletter offering the latest policy developments,
financial, organizational and management advice;
and recduced registration fees for the Annual
Meeting.

o NAVREF Annual Meeting -- tentatively
scheduled for June, 1993 in Washington, DC
-- Educational Seminars on Foundation
Management
--"A Day on Capitol Hill"

o Exploring Pooled Liability, Life and
Disability Insurance for foundation
directors and employees

o Investigating Investment Strategies for
foundation funds

o Holding Educational Seminars in conjunction
with other meetings attended by NAVREF
members

0 Developing a Bank of Legal Opinions on
Foundation management

o Developing a Foundation Management
Handbook

o Exchanging Fundraising Advice among
Foundations



NAVREF Members

Augusta, Georgia
Augusta Biomedical Research Corporation
Baoston, Massachusetts
Boston VA Research Institute, Inc.
Brockton/West Roxbury, Massachusetts
BrocktonWest Roxbury VA Research
Corporation
Decator, Georgia
Atlanta Research and Education
Foundation, Inc.
Hines, Itlinois
Chicago Association for Research
ard Education in Science
Kansas City, Missouri
Midwest Biomedical Research Foundation
Knoxville, lowa
Knexville Association for Research and
Education in Science
Little Rock, Arkansas
Biomedicat Research Foundation
Louisville, Kentucky
Clinical Research Foundation, Inc.
Manchester, New Hampshire
Friends of VA Research
Memphis, Tennessee
Research Incorporated
Miami, Florida
South Florida Veterans Affairs Foundation
for Research and Education, Inc.
Oldahoma City, Oldahoma
Veterans Research Foundation
Palo Alto, California
Palo Alto Institute for Research
and Education, Inc,
Salt Lake City, Litah
Western Institute for Biomedical Research
San Diego, California
Veterans Medical Research Foundation
of San Dicgo
San Francisco, California
Northern California Institute for
Research & Education, Inc.
Seattle, Washington
Seattle Institute for Biomedical and
Clinical Research
Syracuse, New York
Central New York Research Corporation
Tacoma, Washington
American Lake Reszarch Association
Tucson, Arizona
Biomedical Research Foundation of
Scuthern Arizona
Washington, DC
[nstitute for Climical Research, Inc.

NAVREF Board of Directors

Ron Flink, Chairman
Chicago Association for Research
and Education in Science, Hines, IL

Dallas G. Cross, Vice-Chairman
Seattle Institute for Biomedical and
Clinical Research, WA

Jeanette Evans-Hamilion, Secretary

Midwest Biomedical Research
Foundation, Kansas City, MO

Richard F. Levine, MD, Treasurer
Institute for Clinical Reszarch,
Washington, DC

Clyde H. Corsaro
Central New York Research
Corporation,; Syracuse, NY

George McAdams
Northern California Institute
for Research & Education, Inc.
San Francisco, CA

Nancy M, Parks
Augusta Biomedical Research
Corporation, GA

Shirley A. Shetula
Veterans Medical Research
Foundation of San Biego, CA

Dennis Smith, MD, ex officio
Assoc. Chief Medical Dir. for R&D
Department of Veterans Affairs

Professional Staff

Barbara West

Executive Director
Richard Fuller

Washington Representative
Lynn Morrison

Policy Director

National Association of
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Foundations
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SETTING UP A NONPROFIT CORPORATION

Public Law 100-322, Section 204, authorizes and describes a
mechanism whereby funds not appropriated to the Department of Veterans
Affairs may be received and administered by a nonprofit corporation at
any VA medical center where a nonprofit corporation has been established.
The sources of these funds may be grants, contracts or gifts from for-
profit companies, charitable foundations, the Public Health Service or .
other Federal agencies, professional societies or other nonprofit entities,
and individuals. Because the only statutory purpose of the corporation is

to facilitate VA research, all funds received or administered must be

related to VA research activities.

The Medical Center Director or designee (Chief of Staff or
ACOS,R&D or AO/ACOS, R&D) consults with the R&D Committee for the
approval to set up a corporation. Legal assistance in preparing the
articles of incorporation and registering the corporation with the state is
requested from Regional Counsel. The mandated directors for the board of
directors are the Medical Center Director, the Chief of Staff and the
Associate Chief of Staff for R&D.

The board of directors, appoints a preSident and/or Executive
Director and/or Secretary/Treasurer for the general operations of the
corporatlon andg determmes the specific duties and responsibilities of the

office.

The Medical Center Director. or designee notifies ACMD's for R&D
(13C} and Clinical Affairs (110) that a nonprofit research corporation has

been established.

The officer(s) applies to the U.S, Internal Revenue Service for
recognition of nonprofit status of the corporation.

when the corpbrétion s approved, notification should be made to
both the Clinical Executive Board and the Administraiive Executive Board.

Each corperation should seek recognition from the U.S, IRS as a
tax-exempt corporation under section S01(c)(3) of the Internal Revenue
Code. Regional Counsel will usually assist with this application.



Regional Counsel

Prior to taking any action to establish a corporation, the Medical
Center Director should consult with, and may seek the assistance of,
Regional Counsel. The board or Executive Director may consult Regional
Counsel or retain private counsel on any legal issues ¢onfronting the
corporation, including those relating to emplioyees, such as conflict of
interest, iabor relations, and employee rights and benefits, prior to taking
any employment action. Because the corporation is specifically
authorized as a means of carrying out VA's research mission, Regionai
Counsel may, on request, act as its legal counsel and provide Tegal
services to the Medical Center Director or designee in establishing and
carrying out functions of the corporation to the same extent as providing
any other iegal assistance to the medical center. As part of official VA
duties, Regional Counsel may serve as agent for service of-process and an
incorporator, but should not be asked to assume any other operational role.
Your Regional Counsel representative should pof be on the Board or serve
as an officer, but can be an invited guest at your board meetings for

guidance. '

In general, your Reglonal Counsel will assist you in the following

File corporation {fee)

Assist in preparation of the Bylaws

Assist in preparation of the Articies of incorporation
(Remember to state who is allowed to be a "member.”)

Apply for nonprofit corporation status with the Internal
Revenue Service (Form 1023, Application for Recognition of
Exemption Under Section S01(c)(3) of the Internal Revenue

Code)

Nonprofit Corporation Status with the IRS

After Regional Counsel assists in applying for nonprofit
corporation status with the IRS, you will receive a notice that the
corporation has been assigned a case number. After reviewing the
application, you will next receive a request by the (RS for additional
information by return mail before they can determine that the corporation
meets all legal requirements. The additional information requested will

include:



A detailed list of currently funded research projects administered

by the corporation, S
An explanation of the research, etc

A list of the Board of Directors
Ownership or control of patents, copyrights, etc.
{See Appendix A for copy of such an IRS response.)

The IRS will probably give an Provisional Ruling rather than a Final
Determination because the corporation is new. Within 90 days after the
end of the Provisional Ruling Period, information must be submited to
determine that the corporation has met the requirements of "the
applicable support test during the advance ruling period.” This provisional
fuiing will become Final and the following year will become the
Provisional ruling period. You must establish that has been a publicly
supporied organization. |f so, the corporation will be ¢lassified as a
section 508(a)(1) or 508(aX2) organization as long as the corporation
continues to meet the requirements of the appticable support fest.

VA Assistance Available

In order to assist the nonprofit corporations, the VA will usually
give assistance in the form of space, utilities, computers, desk, phone and
some supplies. The VA telephone lines may be used as long as no '
additional costs are involved. The use of the copier in the Research
Administration Office is also available. Basically, any assistance the VA
will give in dependent upon no additional costs being incurred. An
example, the use of the cepier may be compensated by -purchasing either
copier paper {for the replacement of that portion used by the corporation)
or 1ike supplies. (For example: The "White Out" purchased by the GSA
‘contract for the office is an inferior product that smears. The corporation
could purchase a better quality "White Out" to be used by the entire

research office.)

Purpose of the Corporétion

The purpose of a nonprofit research corporation shall be to advance
medical knowledge through the support of research-related activities at
the VA medical centers where they are established, as will be specified in
detail in the by-laws of each corporation. These corporations provide a

3



flexible mechanism for the receipt and administration of research funds
other than VA appropriations.

Source of Funds

Source of funds may be grants, contracts or gifts from for-profit
companies, charitable foundation, the Public Health Service or other
Federal or state agencies, professional societies or other nonprofit
entities, and individuals

The general purposes and powers of this corporation are to have
and to exercise all rights and powers conferred on nonprofit public benefit
corporations under the laws of the State, including the power to contract
and to rent, buy and sell personal or real property. No policy of the
corporation shall be knowingly carried out at variance to Federal, State,
or Local authority, or to the.common ethical principles of academic

medicine.

These are private corporations, but subject to certain forms of
federal oversight.

Mandated Directors

The board of directors must include the Medical Center Director,
the Chief of Staff, the Associate Chief of Staff for R&D.

Other VA Directors

Additional VA Directors may be appointed, if desired. It is
suggested that their terms of office be staggered in order to facilitate
their replacement. If your corporation includes Research Educational
projects, the ACOS for Education would normally be one of these
additional VA Directors,

Non—-VA Directors

least two individuals ﬂD.Q_aLe_DQL_QmDJ_O_MEE_S_QL_OIIiQQLS_QMDQ
EQQQE&J_QQL&CQDJ&DL must be appointed at non-VA Directors. Additional

nen-VA Directors may be appointed, if desired. it is a reguirement that
these non-VA Directors be familiar with biomedical research.



Make sure no Director works for a donor (drug company) or is
involved in any other conflict of interest,

Compensation for services rendered by a Board member

Compensation for corporate directors who are also employed by the
VA shali be limited to $100 for each full meeting of the board of

directors, held outside regular duty tours. If the Bylaws so state,

directors and officers attending the meetings shall be compensated for
travel expenses. ,

: None of the directors may be employed by, affiliated with, or have
a financial interest in a source of research funding for the VA unless it is

a governmental entity or an entity the income of which is exempt from

taxation under section S01(c) (3) of the Internal Revenue Code of 1986,

Changes to the Board of Directors

The Medical Center Director has authority to approve the members
of the board of directors or the corporation and all changes to the

membership of the board.

Who Appoints the Officers

The Board shail appoint a president and/or an Executive Director
for the general operations of the corporation and shatl determine specific
duties and responsibilities of each officer, These duties and
responsibilities will be outlined in the bylaws.

The duties of the officer(s) shall include:

I, Enters into contracts, agreements or collaborations with
individuals, and public and private entities to support VA research.

2. Secures approval of R&D committee and the appropriate
subcommittees, as defined in M-3, Part |, before receiving funds or
committing material support for any specific research project;
reviews appropriateness of project budgets.



3. With professional accounting oversight, meticulously
maintains fiscal and personnel records of the corporation and
makes these documents available, upon reasonable notification, to
Federal officials (staff from the office of the Administrator of the
VA, the Inspector General of the VA and the Comptroller General of

the U.S.)
4, Submits an annual report to the Chief Medical Director, through

the ACMD's for R&D (15C) and Clinical Affairs (110). This report,
to be submitted by June 1 each year, which

{a) describes the activities and accomplishments;

(b)  includes a list of its officers, directors and employees
during the report period;

(¢c) ‘reports on the basis of a repoft prepared by an
independent CPA) the annual receipts and expenditures, and it
IRS Form 990 (tax-exempt corporate return), when

applicable; and

(d)  inciudes copies of the signed and dated annual
acknowledgements of "Standards of Ethical Conduct and
Related Respongibilities of Employees” (38 CFR, Chap.1,
subpart B) from each employee, officer and director of the
corporation, whether not also employed by the VA, that
employee is aware of and has ensured compliance with the
Federal laws and regulations pertaining to performance of

official functions,

Since the Board oversees the officers of the
corporation, a director cannot also be an officer. Thus, the
officer(s) of the corporation cannot be a Medical Center
Director, a Chief of Staff or and Associate Chief of Staff or
R&D as these are mandated directors., However, this ruling is
expected to be reversed since those individuals holding these
positions work for the corporation on a WOC basis.

First Board of Directors Meeting

The first BOD meeting should include on the agenda the
following:



Approve the Bylaws
Approve Directors (other than mandated directors)

Appoint Officers o
List the duties and responsibiiities of the Officers

Decide whether to use a fiscal yvear (ending Sept. 30th) or a

calendar year (Make sure the decision is in your Bylaws)
Set overhead/indirect costs or charges for administering

projects _ _
Determine Principal Investigator eligibility guidelines

Determine travel cost limitations guidelines
Obtain signatures on the "STANDARDS CF ETHICAL

CONDUCT AND RELATED RESPONSIBILITIES OF EMPLOYEES" form

Obtaining Outside Counsel

There are times you will need a non—-government perspective,
Usually there are "grey areas" between the VA and the nonprofit
corporation; thus, Regional Counsei would lean towards agreeing with the
VA, In differences of opinion, General Council opinion prevails.

Reasons for Hiring a CPA

Hiring a CPA is a must. Aside from having someone to give
guidance on the legality of some types of questionabie expenditures, there
are numerous reports that need to be prepared annually. A CPA will:

1. Prepare the Exemption Application for State Taxes.

2. Prepare the Exemption Organization Annual Information
Statement or Return for State

3. Prepare the IRS end of year report (Form 990)

4. Prepare the Periodic Report to Attorney General of California.
This report is for the Department of Charitable Trusts Registry in
California. This report may not be required in your state, but most
states require an equivalent report.

5. Prepare the Industrial Classification Statement for State



6. Prepare year end financial statements and audits, when
necessary. Wwhile audits are only required biannuatly, an annual
report is actually more efficient for the following reasons:

a. For donor relations. Most donors will ask for the last
financial audit,

D. For office efficiency reasons.

c. For Board relations. Outside Board members will feel a
level of security and satisfaction knowing someocne 1s

auditing the books annually,

Each of these application requirements are complex. AS an
example, the application for Exemption Application for State Taxes
includes: the completed application form; an application fee; financial
statements; copy of the Articles of Incorporation; and copy of the Byiaws.

Projects

All research projects must receive a.formal review and be
approved by the appropriate committees and subcommittees that normally
approved VA projects, i.e. the internal Review Board for human subjects,
the Subcommittee on Animal Activities, the R&D Committee,

Alt research related educational projects must be approved by the
appropriate Service Chief, the Chairman of the Education Committee, the
ACOS for Education and President of the corporation. (See Appendix B for
sample approval memo.)

The responsibility of the science for all research projects are the
same as VA projects.

Your affiliated university may impose other restrictions. In
Paio Alto, California, Stanford University will not aliow the corporation
to administer any federal grants whose prinicipal investigators or
university affiliated. Additionally, they will not aliow any projects to be
funded by such affiliated investigators unless the entire work in done on-
VA property, using VA personnel and VA space. Your university will have
its own set of rules and regulations. :



More Than One Medical Center’s Projects?

If your medical center is affiliated with another VA medical
center, you may administer their projects. If there are divisions in a
medical center, separate research corporations may be established to
serve each division. A corporation may serve more than cne medical
center. [f the medical centers are located in adjoining states, the
corporation must file as a foreign corporation in the adjoining state.
When more than one medical center are served, the Director, Chief of Staff
and ACOS, R&D for each medical center served by the corpoeration must be
members of the board of directors of the corporation. To reduce costs and
promote efficiency, a corporation at a medical center may be wholly
owned by a similar corporation based at another medical center or
university in the same or adjoining State, as long as the purposes of all
subsidiary corporations are to facilitate VA Research. (M-=3, Part |,

Chapter 00).

Conflict of Interest

Fach member of the board of directors of the corporation and each

VA employee who is involved in the corporation's functions shall be
- subject to Federal laws and regulations applicable to Federal employees
on conflicts of interest in the performance of official functions. fach
board member_and each YA emplovee so involved with the corporation
shall submit to ihe Administrator an annual statement, "STANDARDS OF
ETHICAL CONDUCT AND RELATED RESPONSIBILITIES OF EMPLOYEES," signed
by the board member or employee certifying awareness and compliance
with these laws and reguiations, (See Appendix C.) A good time o do this
1‘8 at the same time as the annual meeting of the Board of Directors. It

I be necessary to cross of parts of the statement that does not apply to

non VA Directors. 3igning of this IQE[I] in mandatory

Benefits of the Nonprofit Corporation vs. the VA Funding

The nonprofit corperations have made doing research easier by
improving the quality of assistance for its' investigators. Some of these

advantages are:
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a. An investigator is able to set the salaries of his/her
employees at the scale that is commensurate to the dulies
performed, without the hassle of writing and rewriting position
descriptions that never seem to meet the guality of skill necessary
to attain the grade equal to the salary such duties the superviso

feels the employee should earn.

D. Emplloyeesi may receive a pay raise when the investigator
feels that an increase is due, without waiting for the VA one-year

rule.

C. Additionally, .if an employee is not performing well enough to
receive a raise, the investigator does not have to hassle with the
forms necessary to prevent an automatic raise, such with the VA
“step” process. An employee may not have increased enough in
performance or experience {o receive the equivalent of a step
increase, but could certainly fall into a less negative evaluation as
is needed tb prevent a step increase in the VA,

d. Investigators are allowed to purcha'se used eqguipment, as
long as the warrantee is the same as for new equipment, thus
saving thousands of dollars in purchasing power.

e. There is no delay in payment for goods or services. The
nonprofit's bills are paid either in advance or in a timely manner. in
some corporations pay when the equipment or supplies are
delivered. (The vendor brings the signed receipt to the nonprofit
office and receive payment immediately.) Other corporations pay
the bills when they are received from the P.1. or vendor (after
confirming goods have been received.) This creates a positive
relationship between the corporation and the vendors. '

T Investigators are allowed to find the "best deal” and are not

locked into GSA contracts or manufacturers. GSA contracts for
the government are good when a price can be reached at is below
the average cost; however, some products can be purchased at even
lower costs from local vendors (who are aware of being paid

~promptly) than those set by GSA contracts,



Corporate Seal

A corporate seal for the Corporation should be purchased. This seal
will be impressed or affixed over signatures on such documents as
contracts and the Minutes to the Board of Directors Meetings.

Statement by Domestic Nonprofit Corporation

Most states require an annual filing with the Secretary of State of
a Statement by Domestic Nonprofit Corporation. All nonprofit
corporations must file within 90 days after filing the aricies of
incorporation. Thereafer, corporations must file annually by the end of
the calendar month of the anniversary date of its incorporation .There is a

small fee.

Directors and Officers Insurance & Liability Insurance

Because work on an approved VA research project is in furtherance
of a government mission, actions of VA employees, including those on wWOC
(without compensation) appointments, who are working on a full time or
part-time basis on a VA-approved project carried out under the auspices
of the corporation, will normally be protected from personal liability
under the #ederal Tort Claims Act. This coverage is subject to
certification by the Attorney General that the individual was performing
services within the scope of Government employment. Because some
corporation employees and activities unrelated to VA-approved projects
will likely not be protected by the Federal Tort Claims Act, the board or
Executive Director should purchase sufficient liability insurance for
employees, directors and officers.

This insurance may be obtained by contacting an insurance broker
who will send for bids for the coverage you desire. The directors and
officers insurance is referred to as "errors and omissions" insurance.

General Liability Insurance

The General Liability Insurance is a separate policy. Consideration
should be given to purchasing commercial general liability protection and-
business contents insurance. Some insurers will not offer Director and



Officers Insurance unless a General Liability Insurance is already in
effect or has been applied for in advance. |

The corporation's liability for injuries to research subjects

involving grants administered by the corporation depends on the
employment status of the researcher. If the research investigator is
performing the research as part of his/her duties as a VA employee, then
the provisions of Title 28 USC, sections 1346 and 2675, the Federal Tort

Claims Act, would apply. In such a case, any negligence action would be -
solely against the United States and not the individual researcher.

An individual holding 2 WOC appointment with the VA is a VA
employee and would therefore, be eligible to use the services of the
corporation, whether such use should be allowed is a question of policy,
not a legal one. The only real requirement is that the research furthers

the mission of the agency.

Business Personal Property Insurance

An additional pelicy may be obtained for coverage of damage to
corporate property/ecuipment. This is usually a very inexpensive
coverage. '

Commercial Package Policy

A Commercial Package Policy can be obtained that will include all
of the above with the exception of the D&O Insurance.

-

Nonprofit Corporation Annual Report (for VACO)

- An annual report is to be prepared providing a detaited statement
of its operations, activities and accomplishments during the year. The
documents must include:

a. Activities and accomplishments for the period covered

b.  List of officers, directors and employees



C. Independent financial report from a CPA (A full audit is.
éncouraged, but not legally required.) The financial report must

include:
1. revenues
2. expenditures
3. equipment additions
4, changes in fund balance
d. IRS Tax Form 890 for the previous year

e, Current signed copies of the agreement to comply with the
conflict of interest guidelines (to be signed annually by al
employees, directors and officers)

when Principal Investigator Leaves

The nonprofit corporation owns all the corporate property.
Corporate property can only be transferred to another tax-exempt entity.
If the principat investigator leaves the VA, the equipment and funds
remain with the corporation, uniess ancother nopprofit corporation is
willing to administer the project. If the principal investigator leaves the
area and wishes to move the corporation equipment and funds to another
nonprofit tax-exempt entity, a letter must be received from the new
corporation advising that they will accept the research project, the funds
and the equipment. In such case, the principal investigator is responsible
for the shipment of any equipment to the new corporation.

Federal Technology Transfer Att and Ownership of Patents,
- Copyrights, Royalties, etc.

when a corporation receives recognition of exemption from Federal
income tax under section 501(a) of the Internal Revenue Code as an
organization described in section 501(c}(3), it is based on a statement %o
the IRS that:

"Ownership or control of any patents, copyrights, processes, or
formulas resulting from the research being denerated by research funded
through the (nonprofit corporation name) wiill remain with the United
States as to any inventions that are created on government time, using



government resources. (Pursuant to Executive Orders 10096 and 10930,
and 38CFR 1.652-.666.)" '

in the event a previously unpatented invention or new use develops
in the course of-said research, the VA General Counsel.is vested with the
authority to determine the respective rights of the agency and private
‘parties. The determination of rights to said invention as between the
Government and the employee should be made by the VA General Counsel in
accordance with 37 CFR S01 et seq.

The following paragraphs respond to the subject as the whether the
VA Medical Center may enter into a "Disclosure, Evaluation and
Commercialization of Inventions™ agreement, and corresponding

individual licensing agreements.

The Federal Technology Transfer Act (FTTA) permits federal
departments to enter into licensing agreements in-order to promote the
patenting and marketing of inventions arising from federally supported
research. The law authorizes directors of Government-operated
laboratories to execute such agreements. 15 US.C. 3710a (a) (1). Through
regutation, the Secretary has delegated this authority to individual VA
Medical Center Directors. 38 C.FR. 2.83.

VA nonprofit corporations may enter into commercialization and
and licensing agreements; however, all proposed agreements must first pbe
submitted to the Office of General Counsel, Attn. Neal Lawson (024),
Departmeni of Veterans Affairs, 810 Vermont Avenue., N.W., Washington,
D. C, 20420, for approval. You must submit your proposals to
General Counsel before executing them.

In all cases, a patent right determination must be made by VA
General Counsel before VA may offer an invention for commercialization
and licensing. License agreements may be exclusive or partially exclusive,
37 CF.R 4047. VA patent rights to an invention may be waived in favor of
a private licensee pursuant to an agreement; however, the FTTA requires
that the Government retain a nonexclusive license to practice the
invention for governmental purposes. 37 CF.R. 404.7(a) (2) (i)

The FTTA was created specifically to legitimize the
direct sharing of invention profits with inventors. VA applies the
provisions of 15 U.S.C. 3710¢ in considering distribution of royalties,
permitting payment by the Government of at teast 15% .of Government
royalties to the inventor, Informally, General Counsel advises us that
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arrangements permitting up to 50% of Government royalties to be paid to
an inventor have been approved.

Government royalties which result from a license agreement may
not be transferred to, or admiinistered by, a VA nonprofit research
corporation. General Counsel Advisory Opinion 27-90, dated 04-24-90,
holds that royalties and other income from licensing or
assignment of inventions may not be transferred to or
administered by a VA nonprofit research corporation.

0.G.C. Adv. 27-90.

wording of your Letters of Agreement

A nonprofit organization whose majority of EW
of testing drugs for pharmaceuticals_as required by FDA or research done

to fest drugs prior to marketing does not meel tax exempt ruling.
Therefore, the wording should be "...a search for new and approved
methods of treating human affliction.” Any research that is labeled
as such is considered "scientific research.” {n other words, it is not what
you do, but about what you say you are doing. The nonprofit organization
will not lose its IRS tax exempt status for doing some drug studies, only
if it is a substantial part of the studies. Proposais for clinical studies or
trial agreements should contain a contract that includes the following
‘generic" paragraphs that are acceptable to the VA and the corporation:

INVENTIONS AND PATENTS

In the event a previously unpatented invention or new use develops
in the course of said research, the.VA General Counsel is vested with the
authority to determine the respective rights of the agency and private
parties. The determination of rights to said invention as between the
Government and the employee should be made by the VA General Counsel
in accordance with 37 CFR 501 et seq.

CONFIDENTIALITY

All reasonable effort will be given to insure the confidentially of
data generated during the course of the study except as to those elements
within the Department of Veterans Affairs’ with a need to know. In
addition, this Contract cannot abrogate the legal responsibility of the
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Department of Veterans Affairs for handling information under Federal
Law. The Department of Veterans Affairs’ will do everything legally
required to protect commercially sensitive information. Specifically, if a
Freedom of Information Act (FOIA) request is received, the Department of
Veterans Affairs will consult with (DONOR) to determine if commercially
sensitive information has been requested and if disclosure is required. If
the Department of Veterans Affairs' determines that disclosure is
required, (DONOR) will be given notice so that (DONOR) can take action
necessary to protect their interest. If a FOIA suit is filed, the Department

of Veterans Affairs’ will notify (DONCR) of such,

PUBLICATIONS AND RIGHTS IN DATA

The (DONOR) property right to the data generated during the study
is subject to Federal Law and is further balanced against the rignt of the
investigator to publish the study results in the scientific literature,
These results, their underlying data and conclusfons drawn from the study
will not be pubticly disclosed orally or by submission of a manuscript
until (DONCR) has had thirty days in which to review the intended
disclosure and make recommendations or comments.

INDEMNIFICATION

The General Counsel and the San Francisco District Counsel
conctuded that the Department of Veterans Affairs’ should not enter into
Indemnification Agreements without some compelling reason. The
Agreement is unnecessary because Department of Veterans Affairs'
employees would be protected from personal liability under the provision
of Section 4116 of Title 38. Coverage would be subject to Certification
by the Department of Justice that -an empioyee was performing services
within the scope of the Department of Veterans Affairs’ employment. 38
USC Section 4116; 38 CFR Section 14.600 et. al.’

(see over)

If there is a disagreement as to the wording of an agreement or
~contract, it is recommended that the following sentence be inserted
before the signature blocks, "This approval is subject to controlling
Federal statutes.”



The signature blocks for these proposals should read as follows:

AGREED TO AND ACCEPTED:

Donor Representative Title Date
Investigator Tile Date
ACOS R&D
Signature of ACOS, R&D ' Date
'Signature of Exec. Dicector/ President Title Date

RDIS Reports

All funds received for research must be'reported on the VA's
Annual Report as Extra-VA Funding under an approved research
project. Thus, money deposited in the nonprofit corporation for research
must be deposited under an approved research project title and as such
must be reported under the RDIS Project Report annually.

Corporation Mailing Address

It is preferable for the corporation to have its own mailing
address. For a small fee, 2 P.0. Box located in the VAMC's Post Office
would be more convenient. This separate address prevents corporation
mail being misrouted through the medical center.Donations

Money may be accepted by the corporation from such sources as
Federal or private nonprofit agencies engaged in the support of research
and/or education in medicine, from commercial organizations involved in
the development of new drugs and devices or in the support of medical
research and/or education, from honoraria or consultant's fees obtained
elsewhere or from personal contributions by members of the corporation,
or from groups or individuals to defray the costs of scientific meetings,
teaching sessions or other legitimate academic functions. All checks
must be made payable to the corporation. Funds donated in support of a
particuiar activity can be accepied only if the responsible investigator
holds an appointment at the VA Medical Center or Clinic.



Some investigators request a sample of a donor letter for guidance.
This sample is necessary for the corporation to know what limitations are
on the donation, i.e. if the funds may be used for salary, supplies, travel,
or at the discretion of the investigator. (See Appendix D.)

"Honorariums

The honorarium ban contained in 5 C.F.R Part 2636 became
effective January 1, 1981, An honorarium means a payment of money or
anything of value for an appearance, speech (an address, lecture, oration
or other form of presentation), or article. Exactly cne year later, an
amendment to the honorarium ban became effective as an Interim
Regulation. (5 CF.R 2636.203(2)(13)) It is an exception to the
honorarium ban whereby the term does not include:

Payment for a series of three or more different but retated
appearances, speeches or articles, provided that the subject
matter is not directly related to the employee's official duties and
that the payment is not made because of the employee's status

with the Government.”

Interpretation of this exception relies on an informal advisory
opinion from the Office of Government Ethics. (85-18) On page 2596 of this
opinion, it states:

when the seminar, conference, or briefing in which the employee
wishes to participate does not involve non-public information, but
the subject matter thereof relates to the programs or operaticns
of the employee’'s agency, the permissibility of the activity
depends upon how closely the subject matter relates to the
agency's responsibilities. Generally, an employee ... may lecture on
a subject within the employee's inherent expertise based on his or
her educational background or experience, even though the subject
matter is related to the activities of the employing agency. The
employee will be prohibited from receiving compensation only
when the activity focuses specifically on the agency's
responsibilities, policies, and programs..,

\

: [n iieu of accepling honorariums, investigators {who are nct sure if
they meet these excepls) may request that a donation be made to the
nonprofit corporation in support of his/her research.



General Post Funds - How to Transfer to the Corporation

38 US. C. Section 4162: allows funds donated to the VA medical
center's General Post Fund for VA research purposes to be transferred to
the corporation. Other funds donated to the General Post Funds for a
specific research project may be transferred to the corporation only if the

donor provides consent.

Fiscal Service will want a letter from the donor stating their
approval for the funds to be transferred to the nonprofit corporation. You
can prepare this statement for the donor. (See Appendix E.)

IT the Generat Post Fund consists and multiple donors, you need
only check the balance in the fund and go back to the last donors that
would be made up the balance left. When this approval is received, a cover
memo needs to attached to it and sent to Fiscal Service. {(See Appendix F.)

when this has been approved, the funds will be withdrawn from
your medical center. Approximately six weeks later, a check will be
received by your corporation with this balance. It is good practice to
make a note of the exact amount of the balance that will be received as
the VA does not send any notification or correspondence with the check to

identify why the check is sent!

Funds Received

Any check that is received shouid be deposited promptly. An
acknowledgement letter should be send to first time donors,
(See Appendix G.)  All deposits made should be credited to either a
‘esearch, educational or administrative account immediately. A memo
~ould be send to the principal investigator advising him/her of the
cange in the fund total in their account. (See Appendix H.)

A record should be kept of all deposits made. This is called 3,
“Cash =eceipts Journal.” This journal will be needed for your annual IRS
990 repert, and the annual report you make to VACO.



Bank Accounts

Make sure your bank in federally insured. You may want to bank
where you can received more -interest such as a money market account,
such as Merrill Lynch, Schwab, etc. (Money market accounts are federal
insured up to $2,500,000 as the funds are invested in federally insured
banks.) You may also want to consider investing in Certificates of
Deposit.  Unless your policies dictate otherwise, the interest earned
becomes the property of your office (Administration) account,

An account with your local VA Credit Unicn should also be opened.
This account would be used primarily for donatiens written in the
principal investigator's name. The VACU will honor these "second party”
checks only because they know the principal investigators. The principal
investigator may request a letter from the corporation to the IRS stating
that these funds were not used by him/her, but transferred to the
corporation. (This request is usually made when they are doing their
income taxesh

Supplies

Suppiies and scientific accouterments such as scientific books,
society memberships, etc. may be purchased for members by submitting
the appropriate paperwork to the Executive Director. All dues and
subscriptions must list the address of the VA. All purchase requests
must be submitted on corporation purchase order forms. (See Appendix 1)
The Executive Director will insure that sufficient funds are available o
cover even a higher than anticipated cost. The President and Executive
Director are the only persens authorized to make commitments of the

orporation funds.

S.:olies should be paid for shortly after they arrive. This sets up a good
crecit history with the vendors. Some GSA vendors will give the same
government discount if they are informed that your corporation is a VA
nonprotit corporation, Some vendors will request a letter advising them

about your corporation. (See Appendix J.)

In some states, nonprofits must pay state tax. In other states,
they don't. Check your State ruies. _ :

~



If supplies are purchased by the investigators or their staff, they
may submit itemized receipts with a reimbursement form. (See Appendix

K.

Expenditure Types

Determine the type each expenditure. This is required for CPA for
the corporation's annual IRS 990 report. The fellowing are suggested
types (and codes if needed): '

AD ADP EQUIPMENT
AN ANIMALS

BO "~ BOARDING ANIMALS

Cl CIT CONTRACTS

Cp CPA CHARGES

CS CONSULTANTS .

CT CONTRACTS MISC.

DU DUES

EN ENTERTAINMENT

EQ NON-ADP EQUIPMENT

Ip IPA CONTRACT

LE LEGAL FEES

Mi MiSC. .

MM MEDICAL MEDIA

OH OVERHEAD

PO POSTAGE AND MAILING

PR PRINTING & PUBLICATIONS
RE REGISTRATION FEES OR DUES
SA SALARY

SE SERVICES

SF SUBJECT FEE

S0 SOFTWARE

SU SUPPLIES

TA TAXES

TE TELEPHONE CHARGES

TV TRAVEL EXPENSES

TY TYPING CHARGES

WC WORKMENS COMPENSATION
XX COPY CHARGES

All expenditures, such as the purchase of supplies, equipment, and
travel for the corporation, must be approved by an appropriate official at
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the medical center. Since all corporation employees are VA WOCs, then
any corporation employee may be designated. One person may be approved
to sign up to a limit set by the corporation officer(s). Additionatly, 1t has
been suggested that two signatures be required for expenditures over a

certain amount.

Entertainment

Make sure any entertainment expense is legal by requiring the
investigator to answer, "Who (attendees), wWhat (a speech, a meeting),
where (location), When (date and time) and Why (purpose).” These
answers will cover the guestions that would be asked in an IRS audit.
These questions are answered in the form of a memo. (See Appendix L)

Other Expenditures

Reimbursement will be requested for Services, Postage or
Telephone Costs will be received. These should be on separate memos as
they must be separate charges for the IRS annual report. (Samples of
these memos are shown in Appendices M, N & 0.}

Subject Payments

You will receive requests for checks to be made out to research
subjects for payment. You will need to insure you receive the social
security number and address of these subjects, This information may be
2cessary for IRS reperting in case they receive $600 or more in a year.

Eoipment

Equipment may be purchased by corporation from the vendors
recommended by the investigators. 1f there is a.question about the
appropriateness of a purchase, we will request a justification from the
Principal Investigator. We expect that the corporation will be able to
obtain the special "government” rates, most of the time. After receiving
the equipment, the corporation office personnel should be advised of the
serial number. Equipment purchased by the corporation becomes the
property of the corporation, which retains the right to dispose of the
equipment (either by transferring to another investigator or another
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nonprofit organization) upon the termination of the investigator from the
VA.

Equipment purchases should be tagged wi‘lth the corporation label
and recorded separately.

Personnel Employer Services Staff

I strongly urge all corporations, no matter how small, to hire a
personnel service to handle your payroll, payroll reports and monthly and
quarterly deposits to the IRS and to your State. They will prepare all
your quarterly reports, , annual reports, including your W-2 copies for
your employees and the W-3 for the Social Security Administration. This
is a tremendousty time consuming job and it will be well worth the small
administration fees,

if you have hired a Personnel 3ervice your employees will actually
be employees of the Personnel Services. However, you may interview,
select and instruct the Personnel Service to employ full and part-time
employees to carry out your research and/or education projects of the
corporation. The hiring, termination, assignment of duties, and the
determination of reasonable salary levels shall be upon the
recommendation of the responsible member of the corporation.

All corporation or Personnel Service employees must be citizens or
nave the legal work documer}ts. An application package is supplied by the

Personnel Service.

i . " | Servi } | ed
_oith the VAMC as WOCs. This is for their own protection in case of

ioary, ete.

Sal o1 nati

The salary of Personnel Service employees is determined by the
supervisor. |f the employee is also a full time salaried VA employee, the
salary will depend on the work done for the corporation. [f it is basically
the same work done while a VA salacied emplovee, then the rate of pay
should be at least equal to the overtime rate for any hours over the
cumulative rate of 8 hours a day or 40 hours a week. In other words, the
employee could receive the same salary if the total hours working for the
VA and the corporation are not more than eight hours a day or forty hours
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a week. If the duties are different than the VA salaried duties, then the
rate of pay may be what is agreed upon by the supervisor,

The benefits are whatever your corporation decides; however, all
employees with be covered by FICA (social security), Medicare, State
Disability Insurance, State Unemployment Insurance, as required by your

State.

A Personnel Service has the advantage of group health plans and
life insurance plans that a corporation with a small employee group may
not be able to offer. Employees hired for more than 50% time should
received health and insurance benefits. Employees hire for less than 50%
time may receive health and insurance benefits under special ‘
circumstances, as requested by the supervisor. Funds needed for annual
leave accrual by the employees will be committed as it is earned.

Employees shall not be hired unless at least six month's salary
costs and fringe benefits are received by the corporation, unless the
entire project will 1ast less than six months. Shorter projects should be
budgeted in full before starting.

Any VA employee, including corporation officers, may not work on
government time. However, it is expected that there is a smail percentage
of time that inevitable will be used on corporation business, i.e.
answering phone or office inquires. This is acceptabie. Any salary earned
as corporation employees must be for hours worked, other than their VA
tour of duty, and doing duties different from their VA work. In other
words, work they would not be doing if there were no corporation. A
~timecard for each employee must be submitted to the Service. (See

Appendix M.)
t 'ness and injury Prevention Plan

Senate Bill 198 SEC. 10. (Section 6401.7 added to the Labor Code)
requirss that an 1liness and Injury Prevention Plan must be established.

This should include:

Outlined plan
Safety Inspection Reporis .
Reports of Unsafe Condition or Hazard-

Safety Action Reports
Occupzation Accident, Injury or {llness Investigation Reports

Training Verification
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Supplemental Training Verification
Safety Meetings
Documents that must be at work site

If you hire a Personnel Service, they will be responsible for the
plan, If you don't, you will be responsible for writing the plan,

Corporation Staff

If you do not use a Personnel Service, the same rules for hiring
apply as above. You will need a memo from the investigator stating the
title, hourly salary, and beginning date of employment. A Form [-9 (See
Appendix Q) must be included to insure the employee is a citizen or has
the legal work documents, All corporation employees must be recorded
with the VAMC as WOCs., This is for their own protection in case of

njury, etc.

A timecard for each emp]oyeé must be submitted at the end of each
pay period. (See Appendix R.) :

Bepefitls

Since the corporation may not be able to offer health or insurance
plans,-a "lump sum” benefit amount could be added to the employees
salary. The down side of this is this "lump sum"™ will be considered as
income by the IRS and thus, will be taxed as such.

Employee Federal Taxes

IT you do not use a personnel service, you must pay the Federal
tives in a timely manner. If you estimate you will have more than §500
tc pay in one quarter, you must make periodic deposits to the IRS each
pay period. This is done via Federal Tax Deposit Coupon made to a bank
with your bank check. Be sure to check the proper guarter on the form. An
error here can cause a nine month delay with the IRS to straighten out the
error. These coupons may be obtained from the IRS. (Request Form 4417-
A from the IRS to receive these deposit coupons.)
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If you have a very small payroll, you can make your deposits
quarterly with the required gquarterly report. This is Form 641 You will
be fined if you are late in your payments.

Annual Tax Forms

In-addition, you will have to prepare an Annual Report for the IRS
which will include a copy of Forms W-2 for each employee, a Form W-3, a
Form 1099s for each consultant, research subject, or person who did
service who receive 3600 or more, and a Form 1096 as a cover page. Each
employee will need to receive a W-2 set for their individual taxes. tach
consuitant or person who did service will need a set of Form 1099,

Emplovee State Taxes

State taxes vary, but if you are in a state that taxes, you will need
to do the following.

[f you estimate you will have more than $500 to pay in one quarter,
you should be making pericdic deposits to the State each pay period, or

monthiy, whichever amount falls into your size deposit. Usually once a
month is sufficient. This is done via State Tax Deposit Coupon made to

the State with your check. Be sure to check the proper quarter on the form
that the funds are for. Again, you will have a Quarterly Report to do and
an Annual Report to do. You will need to call your State to get the proper

form numbers,

The Annual Report for your State will include copies of the w-2s,
copies of the Form 1099s, and your local State forms. (In California, they

are Form DE-43 and Form 586.)

V& Salaried Employees Working for the Corporation

- VA employees who are qualified to provide needed services whﬂe

they are off official duty, may be hired by the corporation. However, such
employment must be approved by an appropriate official at the medical

center if they are Title 38 VA employees. The official is usually the the
medical center director. -
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Supplementation of Salaries through VA Nonprofit Corporations

Can full time VA physicians or other employees work for the
corporation during off-duty hours and receive compensation exceeding
their total negotiated salaries? Full time VA physicians or other
employees may work for and be compensated by a VA Nonprofit
corporation during off-duty hours, irrespective of the "TNS,” subject to
the legal strictures on outside employment. Those strictures generatly
prohibit full time VA physicians from assuming primary responsibility for
non-VA patients’ continuing medical care, prohibit outside activities
conflicting with official duties, and permit only limited outside
professional activities for payment, e.g., clinical teaching. These same
rules would apply to full time physicians working for a VA nonprofit
corporation outside their VA employment. There is no doltar limit on
lawful outside employment.

Can VA physicians obtain a portion of their totai negotiated salary
from NIH or private research grants? {(TNS refers to a physician's VA pay
plus pay from the affiliated university.) Funds from NIH or private
research grants may be used, through a VA nonprofit corporation, to pay
VA physicians the non-VA portion of TNS for work perfermed
fOr . their faculty salaries. NIH and private research grants are both
sources from which research corporations may lawfully accept funds, it
would not be unlawful for the compensation that a VA physician receives
for employment with a VA research corporation to be derived from NIH or

private grants funding.

Consultants

The Internal Revenue Service strongly advises us that no employee
shall De listed as a consultant for the sole purpose of not withholding
taxes. Fees to consultants, including travel and per diem costs, may be
paid. A short written justification including the benefits of the visit,
quaiifications of the consultant, and estimated expenses must be
submitted to the President for approval prior to a commitment being
made. This memo should include the SSN and address of the
consultant. At the end of the calendar year, an IRS Form 1099 is
submitted listing the funds paid to any consultants. No cash advances will
De provided for consuitants.
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If your consultants are not employees, you will need for submit a-
Form 1099 Misc. for all consuitants, research subjects and individuals
doing a service if the total received is $600 or more. You will need to
submit a cover Form 1096 to transmit these Form 1099s to the IRS. A
copy of this packet must also be send to your State Franchise Tax Board,

Hiring consultants require the same information and records as
hiring empioyees. You must insure they are citizens or have the proper
papers to legally work in this country. You must file and IRS Form 1099
at the end of the year for each person who s naid $600 or more annyally
for services (whether a consultant or a person typing reports on their own
time). If possible, it would be easier to hire them as employees and let
your personnel peopie handle the RS reports

As stated above, you must file and IRS Form 1099 at the end of the

year for each person who is paid §600 or more apnuaily . This not only

includes people paid for services (whether a consuitant or a person typing
reports on their own time), but also any person who received $600 or more

for being a research subject!

Intergovernmental Personnel Act (IPA)

Your corporation meets 1PA mobility assignment program
eligibiifty requirements and is eligible to participate in the !PA program.
IPA mobility program regulations provide for the certification of a
nonprofit organization which has as one of its principal functions the
offering of professional advisory, research, education, or development
services, or related services, to governments or universities concerned

with public management.

Travel

Corporation funds may be used for travel; including attendance at
educational conferences and seminars. Such iravel must be i{imited to a
.purpose retated to VA research activities. :

A memo requesting funds to be committed (set aside) for such
travel should be sent in advance of the travel. (See Appendix R.)

All travel by VA employees paid by the cerpcration must be
approved In accordance with the appropriate Federal Travel Reguiations
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and the policies of Veterans Health Services. This means preparing a
memo requesting approval (See Appendix S) and submifting VA Form10-

01018, "Approval for Acceptance of Gifts, etc.”. This approval aliows the

VA sataried employee to travel on Authorized Leave status; thereby being
pald during the tour of duty absences. This form is not necessary for VA
WOC employees.  These forms are available in both the corporate office
and in VA Personnel. When the trip has been completed, a request for
travel reimbursement is submitied. (See Appendix T.)

An ACMD for R&D who once said, “The general consensus {s that the
government employee should live on this side of poverty, travel by
Greyhound bus and lodge at the local "Y."  Corporation funded travel for
VA salaried employees or VA WOC employees may be funded at the

corporation travel rules the Board of Directors have set. It is not
necessary to travel at government per diem rates and rules, uniess they

are traveling on federal funds. In this event, they must comply with the

same rules as employees traveling on government funds.

The corporation may support domestic or foreign travel expenses
of its members to bonafide scientific meetings or for other research or
educational purposes consistent with the purpeses of the donation.

suggested Restrictions for Corporation Travel

On trips, VA and non-VA emplioyee meal expenses may not exceed
the per day amount set up by the corporation’'s Board, plus @ "reasonabie”
amount for hotel (determined by the city involved). Maximum
transportation reimbursement shall be limited to the eguivaient direct
coach fare by airplane, plus reasonabie local ground transportation costs.
First class airline fare wili be approved only if justified based on
physical disability. Travelers who purchase their cwn tickets will be
reimbursed. Assuming that travel is appropriate to the purpose of the
donation, these out of pocket expenses will be reimbursed. Most
corporations request that costs over $25 be backed up by receipts. Cash
advances will be provided for travel only if requested and approved.

VA salaried employees who are traveling on corporation expense, must
have an approval on file or the acceptance of g'fts/money from the
corporation before a ticket may be purchased or reimbursement for per

d1em and expenses can be paid. -

Corporation personnel fraveling on government grant funds are
restricted to the same per diem limits as government employees.
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Government Grants

Grantee institutions with high overhead may price themselves out
of the grant market, according to NIH Director Bernadine Healy. Because
the VA nonprofit corporations have a lower indirect cost rate than the
universities, you may be planning to administer government grants If so,
there are several requirements:

1. A payment method called, "CASHLINE," can be used by any
recipient organization that has a "Touch-Tone" telephone system.
This method aliows you to dial directly into the Voice Response
computer located in Rockville, Maryland to request funds for grants
paid through the Payment Management System (PMS) and have the
funds "Direct Deposited: into the checking or savings account at
your Financial Institute the next business day. (Request a SF11G9A

Direct Deposit/Sign-Up form.)

2. A quarterly report that includes all government grants giving
the quarterly expenditures; the cumulative expenditures; and the
interest earned on the account which holds only the grant deposits.

U.5. Dept. of Health and Human Services Grant Requirements

Listed below is a list of the types of assurances your coerporation
must have on file to administer a federal grant. With the exception of the
first three, | would not bother filing any of these other assurances until

notified that they are needed.

Initial Assurance Regardmg Procedures for Dealing with and
Reporting Possible Misconduct in Science ( Also, the VA Medical
Center needs one on file)

Animal welfare Assurance, if appr‘opmate

Human Subjects (1RB) Assurance, if appropriate

Certification Regarding Anti-Lobbying Activities for Contracts and

Grants, Loan, and Cooperative Agreements

Civil rignts :

Nondiscrimination, etc.

Certification Regarding Drug-Free Workplace
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Interest Earned on Federal Grants

Funds received for Federal grants cannot be commingled with other
donations. These funds require a separate bank account. However, if you
receive several Federal grants, those funds may be In the same account.
The reason is that any interest earned from Federal money, belongs to the
Government. The last payment on a grant will be reduced at the interest
it has earned.- It is not necessary to keep accurate records of which
Federal grant earned what percent of interest. You may estimate the
portion that belongs to each grant as the final account will include the
total interest earned. Recipients are permitted to retain $100 per year
(recipient's fiscal year) of the earned interest to cover administrative

expenses.

How to Tfansfer‘ Government Grants from VA to Corporation

: If the VA is currently administering a Government grant, you will
have to send two letiers to the granting agency. One letter from the VA
staling that they willing will release the grant to the corporation, and
one from the corporation stating that they are agreeable to administering
the transferred grant. Your indirect costs will be {en percent on the
salary portion. This percentage may be adjusted later, when you have
established an indirect cost rate for your corporation.

Proposals for Setting Indirect Cost Rate for Federal Grants

Preparing a proposal for an Indirect Cost Rate with the federal
government agency is really not difficuit . You will need to prepare this
proposal for the federal agency that funds your first federal grant. Until a
rate is established, your corporation will receive 10% of the salary

porticn of your grant.

For the office or administrative part, you will need to total all the
estimated administrative costs then, subtract the amount paid for
equipment. For the research (restricted) projects (not educational

projects), you will then need to:
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1. Total all of the research expenditures.

2. Add to this amount the total all the transfers these projects
made to others (i.e. Pharmacy, Laboratory, Nuclear Medicine, etc.)

3. Subtract from this total ail the expenditures for equipment or

major subcontracts.
4, From this new total, subtract any overhead costs paid to the

office/administration.

Divide the grand total for office/administration by the research
projects grand total. You will have the Indirect Cost Rate percentage.

Example of Calculation: :

Administration Costs $90,000
Less portion that was equipment - _=10.000

Grand Total $80,000
Research Expenditures $615,000
Transferred to Pharmacy, Lab, etc. 15,000
Equipment expenditures ~-2¢,000
Sub-contracts -30.000

Grand Total - $550,000

Divide the grand total for administration by the research projects
grand total, ycu will have the Indirect Cost Rate of 14.5%,
Exp.. $80,000 divided by $550,000 = 14.5% Indirect Cost Percentage

The first time you submit an gstimated Indirect Cost Rate
Proposal. You will receive notification of your Provisional Indirect Cost
Rate. After that fiscal/calendar year is over, you will need to do an
acfual cost lists. The percentage with the actual costs will be you Final
indirect Cost Rate (for that period). and will be the Provisional indirect
Cost Rate for the following fiscal/calendar year. Each year you will need
to redo the Indirect Cost Rate. This may seem confusing, as a three year
grant will fall under three different ICR percentages, but will be funded
under the first year's ICR. These grants will be readjusted to the actual
percentage rates at the end of the funding pericd. At that time there is a
form that will need to be sent to the federal agency that will show
whether they underpaid or overpaid the indirect costs.

You should estimate your ICR througheut the report year to see if
you are increasing your rate. If you are not, you may decide this is the
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report year to do something for the medical center, (such as to lease
several copiers) that will show as expenditures on your administrative
account! Or, send your corporation staff to the SRA meetings, etc.

‘State Grants

Most State grants have a definite indirect cost rate that cannot be
negotiated. In California, it s 8%. Additionally, there are foundations
that have a limit on the indirect cost rate they can offer. An example of
this is the American Heart Association and the American Lung Association

who are limited to 10%,

Unlike federal grants who will advance you funds, most State
grants will not pay the expenditures for their projects unfil a bill is
submitted quarterly. If you are taking on @ State grant, | would make sure
just how specific they are in their categories. For instance, they approved
a budget for salaries for $40,000 with $35,000 for employee A and $3,000
for part-time employee B. Find out if they wiil have a "tizzy” if you
spend $33,000 for employee A and $7,000 for employee B - - even though
the total salaries spent was within the budget? If they will, be have the
investigator submit an amended budget to be approved before you
overspend on one employee and underspend on the other.  (Some state
grants can be a headachel)

Reimbursing the Medical Center

It is virtually impossible, if you wish to reimburse the medical
center for costs you may have incurred. Your medical center cannot accept
"donations® from your corporation to reimburse other services, such as
medical medial, building management, supply, etc. This can be done in
another way, You may set up an amount that the hospital may use for
expenditures, travel or expenses occurred to interviewing applicant

doctors. Remember, these expenses cannot be listed in vour Direct Costs
when vou are calcutating your [ndirect Costs, These expenditures are

considered funds from your current indirect Costs. However, such
expenditures could be considered Direct Costs, if the expenditures, travel

interviews were part of research or_an educational research project
Another way to repay the medical center would be to Tease a copier that
research, the corporation and hospital staff could use. This expense would
be considered in your Direct Costs everyone is also using the copier.




Investment of Funds

VA research corporations may not invest research funds which
would put the funds at risk, even with the prospect of financial gain. 3uch
risk could result in the loss of those monies, thus defeating Congress'
intent that they be available to fund VA research. Funds should be
deposited such funds in interest bearing accounts. Corporate funds must
be deposited in Federally-approved depositaries, such as Federally insured
banks, savings and loans or credit unions where no 1oss would be incurred.
Money market accounts are Federal insured as the funds are invested in
federally insured banks. For instance, Merrill Lynch is insured up to
$2,500,000. Purchase of U.S, Treasury securities would ncet ordinarily
constitute an "investment” as they are backed by the Federal Government
and "are direct obligations ¢f, or obligations guaranteed as to principal or
interest by, the United States.” Corporate funds may be placed in insured
accounts, certificates of deposits or other instruments guaranteed
against risk of loss. Of course, such long term investments should be
made with corporate funds not needed for their immediate needs.

Administrative Charges

The corporation office should estimate the overhead needed for the
corporation to be administered. This estimate should be conveyed to the
Board of Directors would will need to set the administrative/overhead

charges.

The overhead on educational projects will need to be estimated
differently, since the "profits” from such projects is not known in
advance. Listed below are some examples of overhead charges. rhese
are only described as suggestions for your own policies. You may
choose to not charge overhead to smaller accounts, i.e. gift accounts that
may have been donated in lieu or honorariums, etc. In these cases, you
would want some sort of "activity” charge. Below is an example of what
possibly could be charged for smaller accounis: .

Qverhead
Donations
Any funding (drug money, grants,""etc.) should include negotiations

for 15% overhead for the Administration account. If 15% is not
acceptable py the donor, the President/Executive Director of the
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‘corporation may recommend to the Board of Directors that the funding

be accepted with a different negotiated overhead.

e tional Pro
Administrative overhead of 15% of the net income will be charged

to Educational Research funding. 3Q% of the net income affer all
expenses, including administrative overhead will he transferred into an

educational account of ACOS for Education with the balance (70%) geing
into an account for the Chief of Service sponsoring the educational
event. The Chief of Service must negotiate any arrangement he/she -
wishes with the individual who actually directs the event,

Giff money
Activity charges will apply to any gift money. A "gift" is

defined as a donation made for which no services are expected in
return. Drug company monies, AHA, etc. are not defined as gifts.

\ctivity CI :
Projects/Accounts of less than $500
No administrative charges will be made for projects without

overhead as a directly budgeted item (funds transferred in from a
General Post Fund or gifts/honorariums donations) if the donation is

less than $300,
For projects without overhead as a directly budgeted item
(funds transferred in from a General Post Fund or gifts/honorariums

donations), the administrative expenses will be directly costed ¢nly to
accounts of $500 or greater, as follows:

'a). Fee to open and set up a new account 3$50.

b). Fee for each check deposit made to the account will be $10;
or $30 per "batch” of & or more checks.

¢). Fee per check written for each reimbursements witl be  $10.



d). Fee for processing each order for equipment or suppﬁes
(includes check written for payment) will be $30.

e). Fee for each salary check will be $30.

f). Fee for each transfer of funds from one account to another. ie.

to Pharmacy, etc. $10.

g). Fee for each correspondence (such as writing and sending a
thank you letter to a donor) will be $20.

(Depending upon the type of activity the account will have, it may

be beneficial for the investigator to elect to pay the overhead in iieu of

the above "activity” charges.)

Your corporation office should have packets available to hand out
to perspective investigators. The packet should include all the
information, policies and rules of the corporation. It should also include a

sample ¢f each of the Appendices in this manual.

Your corporation office should aisc have the applications necessary
foer research or education research project applicants to submit to the
R&D Committee and respective subcommittees. :

Once funded, your investigators should receive a monthiy
statement of their account, which should inciude a detailed list of their
expenditures and transfers. At this time, they should be given the
opportunity to state whether they agree or disagree with the statement. |
suggest you encourage them to put their disagreement remarks in writing,
rather than phoning. This will give the staff an opportunity to review
their records and prepare a response. '

VA Circulars on Nonprofit Corporations
The current list of VA Circulars on Nonprofit Corporations are:

Circular 10-89-75 "Nonrecurring Report on Nonprofit Corporations
dated 7-24-89 '
Circular 10-89-99 "Nonprofit Research Corporations (RC10-0024)
dated September 21, 1989
Circular 10-90-115 “Investment of Funds by Nonprofit
: Corporations
dated September 6, 1650
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OMB A-133 Audit .

OMB requires nonprofit corporations to be audited biannually. When

you purchase the services of an auditor, make sure the fee includes the
statement that it is on the condition that it is an acceptable audit for the
federal agencies. When the audit schedule is set up, have a complete set
of documents ready for the auditors. '

It is recommended that your corporation consider be audited

annually for two reasons: (1) It is usually less expensive to pay for two
annual audits then for one two-year audit; and (2) If there is a problem In
the audit, it is better to find out a year earlier, in order for it fo be
corrected.
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Some of the questions asked by the auditors may include:
. How often is the computer system backed up?

2. Where are the backup tapes kept? |

3. s there a Disaster Plan?

4, Are there accounting ties to the general Tedger’?

S. Is there a system of checks and balances?

6. 1s there documentation for the expenditures, i.e. bids, receipts
of delivery signed, etc.? |

7. 1s there documentation on bids being requested for equipment

purchases?

8. Is there a procedure for minimizing errors, i.e. does P.I. or

. assignee sign the invoice and is it then stapled to receiving slip?

9.  Are adequate records kept of all equipment purchases?
10. Is there an inventory of the equiprient at least biannually?

11. is the equipment inventory signed and dated by the person
responsible for the inventory?



12. Does the P.I. receive a statement monthly. Does he/she sign
stating that, "All charges billed on this statement were correct for

this grant.”

13. Does the P.I. or assignee sign for the accuracy of the
timecards? '

14, Does the payroll clerk report the time/hours accurately?

15, Are the correct indirect cost rate being used?

Basically the 1.G. wiil be looking for is sensibility and
accountabiiity. They will look at the corporation's performance and
compliance to the rules. Additionally, the [.G. will ask to review:

1. Articles of incorporation

2. Corporation bylaws

3. Tax reports

4, General Council correspondence

S. List of Directors and Officers

6. Number, names and salaries of employees

7. Timecards

8. Tours of duty -

A formal list of suggested audit procedures are listed in the OMB
publication #1171 "Compliance Supplement for Audits of Institutions of
Higher [earning and Other Non-Profit Institutions.” In particular of

interest is pages 302-509 and 546-548. (These pages are shown in
Appendix U.)
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IRS Response Letter
Educational Request Memo
Standards of Ethical Conduct and Related

Responsibilities of Empioyees
Doner Letter to the Corporation Sample
General Post Funds Approval of Transfer Le_tter
Memo to Fiscal for General Post Funds Transfer
First Check Acknowledgement Letter Sample
Memo to Pl Regarding New Account Total
Purchase Order Form
Letter Introducing Corporation
Supplies Reimbursement Form.
Entertainment Reimbursement Form
Services Reimbursement Form
Postage Reimbursement Form
Telephone 8111 Reimbursement Form
Subject Payment Request
Employee Timecard
Request for Travel Funds to be Set Aside
Request for Approval of Travel Memo
Travel Reimbursement Memo

Compliance Supplement for Audits of institutions of
Higher Learning and Cther Non-Profit Institutions



Appendiﬁ( A

A California Nonprofit Public Benefit Corporaltion

P.C. Box V-38
3801 Miranda Avenue
Palo Alto, CA 94304

Frankiin G. Ebaugh, Jr., M.D., President
Barbara M. Gleason, Exec. Diractor

Board of Directors:

James C. DeNiro, Chairman
Franklin G. Ebaugh, Jr., M.D.

Marguerite T. Hays , M.D.
Shoichi Kohatsy, M.D. August 17, 1989

Lawrence Simon, M.D,
Gary M. Gray, M.D.
David Mendelow

Internal Revenue Service
P.O. Box 2350, Room 5127
Los Angeles, CA 90053-2350

Agn: EO.G4:AHA

Dear Sir:

In response to your inquiry dated July 31, 1989, for additional information o determine
whether the Palo Alto Institute for Research and Education, Inc. is exempt from Federal income

tax, we submit the following:

A detailed list of currently funded research projects engaged in by the Palo Alto Institute
for Research and Education, Inc. is enclosed. (See Attachment A.) As of this date, no Federal
graats have been awarded; however, such gradts are expected to be awarded in the future.

Much of the medical research relates to the development of new intervention therapies and
diagnostic tools for human diseases. Afl such developments must be approved by agencies of the
federal government prior to implementation into medical practice. It is apparent then that any
developmental research carried out (whether it involves laboratory animal or human studies)
which supports the ultimate objective of improved medical care for humans would potentially be

submitted to a federal regulatory agency as dara supporting an application for approval. Such
research benefits the VA, the veteran patients and the general public in at least three ways:

{ay It produces new knowledge, techniques or products which lead to the improved
prevention, diagnosis, treatment and conrol of disease as well as correction of or

compensation for defects.
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(b) The potential to conduct such research is a job characteristic which attracts and retains
highly qualified professional staff in the Department of VeteransAffairs which improves
the care of VA patients, . _

(c) Such research is a key element in the creation of a stimulating and intellectuat
environment required for education program in the VA Medical Center.

Public Law 100-322 dated May 20, 1988 amended 38 USC, Chaper 73 and "Authorizes the
establishment of a nonprofit corporation at each VA medical center at which significant medical
research is carried out to provide a funding mechanism for monies received from other than VA
appropriations w conduct research projects approved at the medical center." Additionally, it
empowers "a corporation established under this Subchapter to (1) accept gifts and grants from
and enter into contrtacts with individuals and public and private entities solely to carry out the
purposes of this Subchapter.” Consequently, the organization plans to accept both contracts and
sponsored research projects as long as the projects are approved by the VA Research and
Development
Committee. It is anticipated that a small percentage of the crganization's revenue will be derived
from honoraria and consulting fees earned by physicians and investigators associated with the
organization. These revenues might stem from a speech or research project, and the receipt of
such fees would provide additional monies to the organization to utilize for other research.

Public Law 100-322 requires that the Board include the Director of the VA Medical Center,
the Chief of Staff of the Medical Center, and the Associate Chief of Staff for Research of the
Medical Center. The names of the Board Members who fill these positions are as follows:

James C. DeNiro, Chairman Medical Center Director
Franklin G. Ebaugh, Jr.,, M.D., President Chief of Staff
Marguerite T. Hays , M.D. Associate Chief of Staff, Research

The law also requires that the Board include at least two members of the Board who are not
employees or officers of the Federal Government, but who are familiar with biomedical research.

These two unrelated Board members are:

Gary M. Gray, M.D.
David Mendelow

Also added as Board members were:

Shoichi Kohatsu, M.D.
Lawrence Simon, M.D.

The Board members will not be compensated as employees or as contract laborers, Further,
there will be no compensation to the non-affiliated Board members.

‘ The research projects are determined and sefected by the Research and Development
Committee of the VA Medical Center where the research will be performed. The process starts
when an investigator presents a research project to the Research and Development Committee,
The project is peer reviewed by the Committee, The project is also peer reviewed for approval
by the members of the Interal Review Board of Stanford University Medical Center, if iuman

subjects are envolved.

Attachment A - Page2



Al results of the research being done by the Palo Alto Institute for Research and Education,
Inc. will be made available to the general public and published in scientific journals widely
distributed to libraries and the scientific community. There will be no preference to any
organization or individual either as ta results or time or release. Subject to any restrictions on the
dissemination of research under the patient confidentiality privilege, once a research project is
completed, the investigator is obligated to put the information into the public domain. In fact,
negative reactions on testing must be immediately reported to the public domain (within twenty-
four hours). Subject to the above, disposition of results of research conducted by the
organization is by previous agreement, In many cases, the sponsor requires that they have first
access to the information, but in other cases, there are no such requirements. If first access is
required, the donor receives only a copy of the research to look at first, but the publication must
immediately follow. The Palo Alto Institute for Research and Education, Inc, is aware of no
agreement which permits 4 sponsor to prohibit publication, and the organization would not enter
into such an agreement. Any research done under the auspices of the corporation will be
available to the public in a timely manner to fully comply with Revenue Ruling 76-296.

Owanership or control of any patents, copyrights, processes, or formulas resulting from the
research being generated by research funded through the Palo Alto Institute for Research and -
Education, [nc. will remain with the United States as to any invemtions that are created on
government time, using government resources. (Pursuant to Executive Orders 10096 and 10930,

and 38CFR 1.652-.666.)

At this time, we cannot submit copies of publications showing reports of the research
activities of the Palo Alto Institute for Research and Education, Inc. as we are a newly formed

organization.

For your additional information, we are enclosing a copy of the VA's Circular 10-88-130 on
the VA's definition of Research Nonprofit Organzations, dated October 21, 1988. (See
Attachment B.)

Sincerely,

Franklin G. Ebaugh, Jr., M.D.
President

Enclosures: 2
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Appendix B

arch and FEducation, Ine.

P.O.BOX¥-38 38D1 Miranda Avenue, Pals Alts, Ch 94304

EDUCATIONAL ACTIVITY REQUEST

It is requested that the following education activity be approved. The objectis to
accomplish education and/or training related to research in the following areas:

Suggested Title:

Suggested Location for Activity:

Suggested Registration Cost

{(When setting thig cost, remember that

Administrative overhead of 159 of the net income will be charged to Educationsl Research funding.
3096 of the net income after all expenses, including sdministrative overhead will be transferred into
an educstional account of ACOS for Fducation with the balance (7098) going into an account for the

Chief of Sexvice sponsoring the educationsl event. The Chief 6f Service must negotiste any
arrangement hefshe wighes with the individual who actuaily directs the event. Review the Rules and

Policies statement.)

Checks t0 be made payable to PAIRE

Signature Name

RECOMMEND APPROYAL/DISAPPROVAL .

¢ REESE GALLIMORE
Chairman, Educaton Committee

YAMC Palo Altn, CA
APPROYED/DISAPPROYED

MARGUERITE T. HAYS, M D.
ACOS, Research & DevelopmentO

T Tite Madl Code

‘RECOMMEND APFRCYALIDISAPPROV AL

LAWRENCE SIMON, M.D.
ACOS, Education ‘
YAMC Palo Alt, CA



Appendix C

STANDARDS OF ETHICAL CONDUCT AHD RELATED RESPONSIBILITIES OF EMPLOYEES

17%5-186  Gesers] requiremests.
(2}  Ench Deperiment of Yeberars Affairs employee shull be experted tb seeve diligently, Tovally, ad eoaperatively; to exerciae courtesy

= dig'ﬁ-ty; and Lo conduck himealt, both on and off duty, in 8 merner reflecting credit upan himaelf and the nepnrirmnt»nf VYetzrans Affairs
th} An employee ahail avaid 2y nckion which might, resuit in, or arete the mpexrance of:

» (1] Using public affice for private gpein

{2) Giving preferentisl trestment by any persen, group, ar arganization

(3} Impeding Gavarrment efficiency ar ecooamy;

(4} Llesing completa a'nd:%::ndeﬂ:: ar frgartially;

(51 Meking 8 Government decision aubside official channels; or

(6] Affecting adyersely the canfidence of the public in the integrity of the Governmant.

{c)  Employee zhall nob discrimirete an the ground of race, color, ex, religice, ar netioral origin in providing bensfits under zrvy fzw
edministered by the L‘-epu-tm?nt of Yeteruna Affring They shall nat. disariminate on those grounda or sny ather rpraper graund in any erplayment
matter, Employees are respanaible ba caoperate in making egel coportumity for =il in & reality in the Depart:nent of ¥etarzre Affsirs

td  An employee shail not atternpt Lo acceenplish indirectly—thraugh His irtnediste family ar al:h:rnisé--lny activity which he is prohibited

from daing directly.
{e] Department of Yaberors Affsirs marmgement and spervi:c&! shail pncaurage the goad conduct of arplayers by setting the exampie, by
denling with thermn coresiderately and impertislly, and by showing sincere concern far therm xa individuals
3.73%5-11 Gifbx, entertainment, and favars,
{a) Exceph zes peovided in peragraphs (b)Y sad (f) of thiz sertion, 2n emplayee shel) not =aiicit or accept directly ar indirectly for himarlf'cr
- oy membier of Hia frrdly, sey gift, grotuity, favar, entertsirment, iasn, o anything of mooekary velue, fram a preton Lindividel, corparstian,
camrpany, mﬁ:iate, Hrmn pertrerstrip, sariety, jaint stack carpany, ar any other coganization ar nsbituis) whe
{11 Hea, or is serking cortractusl ar ather Buainesa o firancis! relatiang with the Depertment of Vetermre Affairy;
(A Ceorducts aperatians or schivities reguistad by the Depariment of Yebarars Affrics; _
(3] Heairteresty Ut moy be substantinily stfected by the perfarmsnce ar nenperfarmance af hi= afficisl duty; or
{4) s skiempting ta imfluence the smployee's official sctions ’
{l}  The restrickiorss met farth it peragraph () of this sechion dae nat aply whert
t13 It 2 clenr thet the mativarting factar ia the famsly o persanel relskiorsitip (much 2 thst bebween ermployee and his pererts,
dhiidren, o spauae) rather than Lhe.bun'um relmtionshig of the persore conceened;
t2)  Faed wnd refreshments of nartined velue sre infrequently sceepted when offersd in the ordinary course of » coffer breek, linchean
ar dirmer meeting, or other meeting, while on officisl husinesa or o 2n irepection Lour whers employee mery propiarly be in sibendarcs,
{3} Lowny fram banks ar ather finsncial irstitubiors are saught ot costemery berma b fineres preper end vt achivitins of
emplayess, mch == hame mertquge lqgny; .
{41  Advertising o promotionst mekerisd ix vnsolicited ad of nominel intri:nbcﬁ value (sxch 2= peees, pencils, nabe pods, o calendary);
(5] Comman tourteay gifts such s !h.:wcrs are indicated on spprepriste oocsices
te}  An eroployee il nat salitit a cankribution from arcther emplayer far 3 gift £0 s pffigisl superior, meke a dansticn g3 2 Gift ta an
afficisi wperiar, ar seeept 1 gi#t from an employes receiving leems pary then hirself (S USL 7251, Howe ever, this parwgEph doen nat prohibit s
voluntzry gift of saminel value or dormstion in a namrinal amourt Tade an a sperial pocsiors such 1a rerrisge, ilinees, or rebirement.

{d}  An employee ix prahihited from scoepting gifts or gratuities such us goads, money, services, purtheses st discount, ertertainment of



agerit, sinos it could be inkerprebed thet the favees are in reburn for afficis! servioes rendered The Admriniztratoe may sutharize exceptians b
this prehibition where such schicrs would mat cantruvene the qwerall inbenk of this gift. _

te] An employee shall not seeeph a gift, present, decaratian, o other thing from s foreign government uniess suthorized by Congresa sa
arovided by the Canskibutian snd in S USE, 7342 .

{f)  Neither this aection nor 0735-12 preciudes m emplayes from receipt of borm fide reimbursement, unless profibibed by law for experoes
af truvel and such cther necesaary subsisbence, ms in competible with this part for which 2o Gavernment paymant ar reimbursement i1 rede.
However, thia persgraph doea net allow an c:rplaye:- to b reimbursed or pryment ta be misde an his behalf, far excansive pmnml lHving expersen,
gifts, pritectarinment, or ather pzracrel benefits, nar doea it ailow sn employes to e reimhursed by a persen {individual, cocparatian, compery,
msaciation, firm, partnecxhip, saciety, jairt skack company, ar @y other crgamzekica aor inatitutian] for bravel an official busingss undee the
Ozpertmeant, of Yelerans Affliﬁ ortizrs when reimbursement is prescribed by Decimicn A= 28527 of the Comptraller General deted

March 7, 1067,

1.735.12 fnbxide eraployment, sckivily of compensation

ta)  An employee shell not saguge in ceduide erplayment or other cutside activity nat cémrpatible with the full and propee discharge of the

duties and rempanaibilities of s Government erplayment, Incoenpetibie schivities inchxde buk are pat Timited ta thase whick

(1] Invalve the acosptence of & fre, compenaakion, gift, payment, of expense ar @ty other thing of manetecy value in circumedances in

which acceptance may resuik in, oe treste the mopenscance of, canflicks af irterest;
{21 Teed La impesic his mental o phyaicsl espocity ta perfarm his Depsriment of Yetersres Affairs doties and resporeibilities in an

accaptable manner; _
{2}  Bring dimsawdit 'upant ere dissdvantageaun Lo, emberrass, ar cuse o ray cause utfaversbie ad rersormbyle criticism of the federal

Gaverrment b the Depertrment, of Yeterses Affairm
(4] Coeflict with the inkerestx af the Department af Yelarsms Affsiry or the Federsl Gaverrment or con pressibly be canstrued by the

public to be afficist acta of the Deperiment of Yaberarm Affaira;
(5] lavalve the use of informetian cobeined 2 a resull of emplayrnet in the VA, to the debriment of the YA or thome served by it;

(8] Take time orattentice during duty hours, o cansist of a private preckice of a recognized peofession ta the extert tet the
emplayen speurs to be privately practicing his professicn during afficisl duty houwrs; .

(77 Vialmte = requiation, Executive order, or # Fedaral, State, or lacni stabute ar ardinence;

(4] Terd bLa creste suspician of prejudice ar faveritism in the stimdnistration of benefits ta eligible vetersny that could be of
emhiprraaament, to the YA

th]  An employee shail not receive @ty salary or anyihing of monebay velve from o privake squrce o cornpensation far b o bar ssrvicss ta
the Gaverrrmertt. This doen not apply ta smployres werking without compensstion [IALISC 2091

{€]  Employees ore ercaursged Lo engoge in teaching, Jecturing, =xd writing mt pmhibiibld by lzw, Exerutive Qrder | 1222, Part 725 of the
Civil Sarvice Requintiona (S CFR Part 7353, the canduct requiztions of this pard or other sgency policy. An smployes sl rat, hawever:

{1]  Engmge, with ar without compensation, in tesching, lecturing or writing, including tesshing, lecturing, or writing for the purpase of
the special preparebion of 2 perucn ar claes ar perases for sn exemvioukicn of e Civil Sarvios Camenisesices ar of the Boerd of Exsminery for the
Fareign Sarvices, thet Sepends an irfarmation abtained 2= a result of his or her Gaverrment employment, except when thert infarmation Fex bren
macke zymilshle La the geoeral publc o will be made availakle on request, oe when the Ad-mrn:bur give written sthorizatian for the use of nenpublic

informrestian o the bessin trst the use js i the public inkeresk

(2] If he or she iz 2 Presidential pppoinker cavered by section 401{z) of Executive Order | 1222, receive camperssstion, en herarsivm, -
or mmything af manetary value far a1y comuitatian, lecire, discusion, writing o speeerence, the mbject manner bf which i3 devolad mbatsetially

" to the respoesnbilities, pragrems, ar aperatians af his agency, o whith draws sbabadisily oo afficisl dets or idess which have nab become part af

LT T A T R (-



(3]  Accept any honararium of more than $2,000 (excluding amoutts scoepted for schual bravel and subsistence expermes for such
persors 2nd his or her =pouse or an zide La such pervon, 2nd excluding smaunts perid ar incurred for &ty sgent’s fees or commriasiana) far any
sppenrance, 1peech, ar article, or honarariums sggregating mare then $25,000 in any calendar year. [Pub. L.04-283 (00 Stat. 475], Federnl Electian
Campsign Act Jm:r:i'nm..bf 1866,

(d] Employees sre not prevented frame

{1] Receiving reimbursements in accardence with 0.735-11(f)

(2] Participating in the activitiea of Matiansl ar State palitical parties not proscribed by law,

(3] Participating in the affairs af or sccepting an awerd for 8 meritarious public cantributbicn ar achievement given by a charitzble,
religius, professionsl, sacizl, fraternal, nanprofit educstional and recrestioral, public service, ar civic orgamzskion

(4] Engmging in cutside employment permitied under this part,

(5] Tsking part 2 ¥ citizen af hiz ar her camrmunity in civie, charitable, religiaus and ather cammunity effort=

te] Employees sre encauraged ta bake part in service orgemizstion activities thak do nat canflict with, or give the appearance of conflicting
with, YA employment. Thus, an employee may hold en office ar position at any level, pravided thak the cambiretion of ¥A pasitian and service
argmnizatian pasition cannot be corstrued == giving sdvantage to thet arganization and if the emplayes agrees to disquulify himself ar herself from
tuking part in any activities directed =t the VA, it= policies, procedures or pragrems, ar claims far benefits sdmimiatered by the YA. An employee
may nat act =3 a service officer prepering 2nd presenting clzims ageinst the Gaverrment. Each employee is resporesible for ===ring thet Hix or her
intended actians are proger, snd when in doubt, shall use the interpretstion and advisory servics established by 0.735-4. As used in this psragragh,
a service oroarmizetion i3 an orgamizebion ummlly compased of ex-servicemen, which presenks cll.irn: fram veterana end their dependerts for
benefits under laws admimstered by the VA

) An'mtp‘lnyee who engeges in ary outside wark while on sick lesve is reguired to report that fact ta his ar her supervisar,

{g] An employee shall not hold member=hip in sny =mbversive orgamzetian or in 2 political party which sdvocates the averthraw of the

Gaverrmert by force ar vialence.

| CERTIFY THAT | AM AND HAVE BEEN AWARE OF AND COMPLIED WITH THE ABOVE REGULATICNS PERTAINING TO CONFLICT OF INTEREST IN THE
PERFORMANCE OF CFFICIAL FUNCTIONS. IN MY CAPACITY, | HAVE ENGURED COMPLIANCE BY OTHERS IN THISVHATTER.

-

SIGNATLRE PRINTED NAME DATE



Appendix D

SAMPLE DONOR LETTER

All initial donations made to the Palo Alto Institute for Research and
Education, Inc. must be accompanied by a letter from the donor. Listed below

is an acceptable letter suggested for use.

Investigator's Name
Palo Allo Institute for Research and Education, inc.

P. 0. Box V38
3801 Miranda Avenus
Palo Altg, CA 84304

Dear (Investigator's name):

Enclosed is our check made out to the Falo Alto institutle for Research

and Education, Inc. in the amount of $ These funds are donated
for your use in conducting the study and (or just)
to support your ongoing . research.

It should be noted that these funds may be used in any manner you, as
principal investigaior, deem necessary.

Sincerely,



Appendix E

{

" SAMPLE DONOR LETTER
AUTHORIZING TRANSFER OF
FUNDS FROM GPF. TO PAIRE

An authorization for the transfer of General Post Funds to FAIRE must
be received from the donor by the Chief, Fiscal Service, VAMC, Palo Alto, CA,
before such transfers may be made. Listed below is a sample letter .

suggested for use.

Chief, Fiscal Service (04)

VYeterans Administration Medical Center
3801 Miranda Avenue

Palo Alto, CA 94304

To whom It May Concern:

We authorize the amount of § (or the balance) of the
donation we made to the Veterans Administration Medical Center, Palo Ailto,
Californis, to be transferred to the Palo Alto Institute for Research and
Education, Inc. (PAIRE). These funds were donated for the study entitled,

"’ " being done by
, the principal investigator.

Sincerely,

(Donor's Name & Company)



Appendix F

th;riﬁssvation M Em ﬂl’an du m

Date :
To : Chief, Fiscal Service (04)

THRU: ACOS, Research & Development {151}
From  : (INVESTIGATOR'S.NAME)

Sebject : Transfer of funds from GPF # to the Palo Alto
Institute for Research and Education, Inc.

1. Please transfer the sum of (or: Please transfer the

palance of) from GPF# to the Palo Alto Institute for Research

and Educatiocn, Inc. (PAIRE).

2. A letter from the doner approving this transfer is attached.

(NCTE: If GPF was from several donors, only letter of autherization

Lrom the last donations that equal the balance in the fund, will be

necessary. )

(Signature of Investigator)

APPROVED:

ACOS, Research & Development



Appendix G

A Calirornia Nonprofit Public 'Benefit Corporation

Barbara M. Gleason, Executive Director P.0. Box V-38
3801 Miranda Avenue

David Thomas, Asst. Executive Director
: Palo Alto, CA 94304
Board of Directors:

Marguerite T. Hays, M.D., Chair
James C. DeNiro ‘
Richard |. Mazze, M.D.

Marion Smith, Ph.D.

Lawrence Simon, M.D.

Marian Knox

Charles Kneil
SAMPLE FIRST CHECK ACKNOWLEDGEMENT LETTER DATE

DONCR
ADDRESS
CITY, STATE ZIp

Subject: TITLE OF PROJECT
Dear DONOR;

We would like to acknowledge receipt and acceptance of your contribution in the amount of
$ in support of TITLE OF PROJECT being conducted by PI as principal investigator.

This research project wilt be conducted at this medical center. The project was approved on
DATE by the Research and Development Committee, VA Medical Center, Palo Alto, California, who

hve the scientific responsibility for this project.

Funding for this proposal will be administered by the Palo Alto Institute for Research and
Education, Inc. (PAIRE). In accordance with our nonprofit status, we should point out that these
funds will be expended within five (5) years of this dopation, We are enclosing a copy of our IRS

approved nonprofit starus letter for your files.

The acceptance of this donation does not imply eadorsement on our part or on the part of the
Veterans Administration. We do, however, want to thank you for your consideration and support.

For you information our IRS ID# is 77-0207331 and our California Nonprofit Corporation
ID# is 1505913 PA2IF.

Sincerely,

Marguerite T. Hays, M:D,
Chair, Board of Directors



Appendix H

Palo Alto Institute for Rescarch and Education, Inc.

P.O.BOX¥-38 3801 Mirsnda Aveane, Palo Alto, LA 94304

TO
DATE
FROM : PAIRE Office (1514}
SUBJECT : Funds deposited into your PAIRE z‘account
On a check was received by PAIRE for your account
as follows:

Budget Code

Previous CT4A Total: . $
New Deposit Credited: $
New Total for FY 92 3

If you have any questions, please call Patty or Rene at Exi. 5285,

BARBARA M. GLEASOHN



Appendix !

o Institute for Research and Education, Inc.

P.0. BOX ¥-38 3801 Miranda Avenue, Palo Alto, CA 34304

Principal Investigator . Date '
P.l. Sighature : Date Required ,
Project No. Order No. PAIRE Acct. No.
. OFFICE
: USE ONLY
Cata]og No, Description of Order - Qty. Unit Total Unit Total

Justification (i.e., how does this order relate to research or research-related
education):

Vendor ' PAIRE Contact Person

Address City, State

Zip Telephone No. { ) Deliver to:
w — o a——— i rvessermn e ittt — ottt

*ALL ITEMS RECEIYED/PAYMENT AUTHORIZED: _
DELIYERY DATE ORDER DATE pg.= . COMMITTED

— OBLIGATED
COMPANY CONTACT FLACED BY DATE PAID AMCGUNT PAID CHECK HO.




Appendix J

A Calirornis Nopprofit Public Benefit Lorporation

P.0. Box Y-38
3801 Miranda Avenue
Palo Alts, C4& 94304

Barbara M. Gleason, Executive Director
David Thomas, Asst. Executive Director

Board of Directors:

James C. DeNiro, Chairman
Richard i. Mazze, M.D,
Marguerite T, Hays, M.D.
Marion Smith, Ph.D.
Lawrence Simon, M.D.
Marian Knox

Charles Knell

TO WHOM IT MAY CONCERN:

The Palo Alto Imstitote for Ressarch and Education, Inc, is a California nonprofit
public bexnefit corporation. The specific purpose of this corporaton is 1o promote medical
research and related education for charitable, scientific, and educational purposes
consistent with Title 38 U.S.C. 4161 thrmough 4168 and iz under the accountability and
lability of the YA Medical Center. Public Law mandates that the YA Medical Center
Director, the Chief of Staff, and the Associate Chief of Staff for Research and Education

all be on the Boarnd of Directors of the corporation.

The general purposes and powers of this corporation are to have and 10 exercise
all rights and powers conferred on nonprofit public benefit corporations under the laws of
the State of California, including the power to contract and w rent, buy and seil personal

‘0r Teal property.

All research and educational projects administered by PAIRE must be approved
by the YA Medical Center's Research and Development Committee and are accountable
to that commitiee.

" Internal Revenue Service IDE  77-020733t
California Nonprofit Corporation ID# 1505913 PA2IF,

Barbara M. Gleason
Executive Director



Appendix K
*alo Atto Institute for Research and Education, Inc.

P.O.BOX ¥-38 3801 Miranda Avenue, Palo Alte, CA 94304

Date:

To : Barbara M. Gleagon, Executive Director
THRU: David Thomas, Asst. Executive Director

SUBJ: Reimbursement for Supplies

1. Reimbursement to for $

is requested for the following supplies:

2. lemized receipts are attached for your records.

PAIRE Investigator Project Number

For Office Use Onli

Order #
Check #
Camitted
Obligated




Appendix L

Palo Altto Institute forR

P.0. BOX ¥-38 3801 Miranda Avenue, Palo Alto, CA 94304

ot B

Date:

To : Barbara M. Gleason, Executive Director
THRU: David Thomas, Asst. Executive Director

SUBJ: Business Meeting Dinner Expenditure Details for IRS Audit

DATE: e TiIME TOTAL EXPENDITURE

LOCATION

THOSE ATTENDING

PURPOSE OF THE MEETING

BRIEF DISCRIPTION OF WHAT WAS DISCUSSED

Far Office Use Onl

ALL RECEIPTS ARE ATTACHED. Order *
Check #

Comitted
Obligated

PAIRE Investigator




: ‘ Appendix M

P.O.BOX Y-38 3801 Miranda Avenue, Palo &lto, CA 94304

Date:

To : Barbara M. Gleasoh, Executive Director -
THRU: David Thomas, Asst. Executive Director

SUBJ: Reimbursement for Services

1.  Reimbursement to for $

is requested for the following services:

PAIRE investigator Project Number

For Office Use Onl

Crder *
Check #
Comitted
Cbligated




Appendix H

P.0. BOX ¥-38 3B01 Miranda Avenue, Palo Alto, CA 94304

Date:

To : Barbsrs M. Gleason, Executive Director
THRU: David Thomas, Asst. Executive Director

SuUBJ: Reimbursement for Postage

1. Reimbursement to for $

is requested for the following Postage

2. Receipts for postage is attached.

PAIRE Investigator Project Number

For Office Use Only

Order #
Check #
Camitted
Obligated




fippendix 0

Palo Alto Institute for Research and Education, Inc.

P.0. BOX ¥-38 3801 Miranda Avenue, Palo Alto, CA 94304

Date:

To : Barbara M Gleason, Executive Director
THRU: David Thomas, Asst. Executive Director

SUBJ: Reimbursement for Telephone Costs

t. Reimbursement to for §
is requested for the following telephone costs:

2. Acopy of the telephone bill is attached.

PAIRE Investigator Project Number

For Office Use Only

Order #
Check *#
Comitted
Obligated




Appendix P

Palo Alto Instituate for Research s Edmaﬁ:im, Ine.

P.0. BOX ¥-38 3801 Miranda Avenue, Palo Alto, CA 94304

Date:

To : Barbara M. Gleason, Executive Director
THRYU: David Thomas, Asst. Executive Director

SUBJ: Subject Payment

1. Please make a check to for $

as payment for being a subject in my research project number

2. Subjects Social Secutity Number is:

PAIRE Investigator Project Number

For Office Use Only

Order *
{ Check *
Comitted
Obligated




istitute for Researell A0

Appendix 0

P.0. BOX ¥-38 3801 Miranda Avenue, Palo Alte, CA 94304
TR AND ATTERDARNCE SHERT

DATES

pPe____

Day

No.

Hours
Work

Tour of Duty

Leave Used

Annual

From TO

From| To

Leave
Hours

Sick
Leave
Hours

Employes
Initials

SUNDAY

REES

MONDAY

TUESDAY

WEDNESDAY

WZS

THURSDAY

FRIDAY

SATURDAY

Day

“No.

Tour of Duty

Leave Used

Ahhual

Hours
Work

From| To

From| To

Leave
Hours

Sick
Leave
Hours

Employee
Initiats

RN g

SUNDAY

MONDAY

- TUESDAY

O~

WEDNESDAY

THURSDAY

FRIDAY

SATURDAY

PAIRE SOPERVISOR

Grrice wiil
Fifl in 2his
Jower -
seclios.

Annual Lesve Record

Balances

Earned

Available

Used

Balanca

Bick Leave Recoxd

- Balance

Eamed

Avgilable

Usad

Balancs
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Appendix R

and Education Inc.

P.0. BOX ¥Y-38 3801 Miranda Avenue, Palo Alte, CA 94304

DATE:

TO : Barbara M. Gleason, Executive Dirsctor
THRU: David Thomas, Asst. Executive Director

SUBJ: Request for Travel Funds

it is requested that § be set aside from funds in my account.

These funds will be used by

to attend

on date(s) — My participstion in this

meeting includes:

CHECK ONE:
[ 1 Traveler is an employee of PAIRE.

[J  Traveler is a VA employee. Paperwork has Deeh submitted to obtain
Acceptance of Gifts and Donations and Authorized Absence or VA

travel.
[] Other
An advance of funds of $ is requested
(PAIRE Investigator Neme and Signature Project Number

APPROVED/DISAPPROVED:

Marguerite T. Hays, M.D., Chair, Bosrd of Dirsctors

For O0ffice Use Only

Order #
Check *
Comitted
Cbligated




Appendix S

A ion Memorandum

Date :
To :  Medical Center Director (00)
THRU: Chief of Staff (11PA)
THRU: Personnel Service (05B)
THRU: Research Administration (151A)
From > Research Service ( 151A) | ‘
Subject :  Request for Approval for Acceptance of Gifts/Donations
1. ' wishes to attend the
to be held in from ' to
2. Approval is requested for Dr. to accept support in kind for travel expenses

from the Palo Alto Institute for Research and Education, Inc., a 501(c)(3) approved nonprofit
organization.

Service Chiefr
Attachment: VA Form 10-0101B

RECOMMEND APPROVAL/DISAPPROVAL RECOMMEND APPROVAL/DISAPPROVAL

-

Richard A. Mazze, M.D.

Administrative Officer : Chief of Staff, PAD
RECOMMEND APPROVAL/DISAPPROVAL RECOMMEND APPROVAL/MDISAPPROVAL
Chief, Personnel Service APPROVED/DISAPPROVED

Medical Center Director
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P.0. BOX ¥-38 3801 Miranda Avenue, Palo Alts, CA 94304

Date:

To : Marguerite T. Hays, M.D., Acting President
THRU: Barbara M. Gleason, Executive Director

SUBJ: Travel Reimbursement

1. Reimbursement of expenses are requested for

who attended

in ah

My participation in this meeting included
2. The following is a breakdown of expenses:

Hotel

Meals
Transportation
Cabs

Parking
Registration

Total

3. . Attached are original receipts for all items of $25.00 or more and all

other approvals required to process this reimbursement.

4. If this is a VA employee, the required forms are attached:

8. The aobroved Acceptance of Gifts and

Donations form ) For Office Use Only
D. The approved Authorized Absence for -
Travel form Order * .
Check *
- Comitted
PAIRE Investigator Project Number Ubligated
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Part 1. INTRODUCTION .

This document sets forth the major compliance requirements
that shouid be considered in an organization-wide audit of uni-
versitics and other nonprofit institutions that receive federal
assistance. [t supplements OMB Circular A-133, "Audits of In-
stitutions of Higher Education and Other Nonyprofit Institutions.”

Foliowing this Inreduction. this compiiance supplement is
divided into Parts 2, 3, and 4, Pant 2 containg the General Require-
ments that shall be cansidered in all {inancial and compliance
audits. Generally, requirements are national policies prescribed
by stamute, executive order, or other authoritative source that apply
to the assistance programs of Two or more agencies. The General
Requirements included here arc the ones that. if not observed,
could have a material effect on the organization’s financial state-
ments including those prepared for federal programs.

Of particular note is the inclusion of the requirement for
periodic federal financial reports, as specified in OMB Circular
A-110, “Uniform Administrative Requirements for Grants and
Cooperative Agreements with Institutions of Higher Education,
Hospitals and Other Nonprofit Organizations,” and agency regu-
lations. The auditor’s 1ests of compliance with this requirement
provide the federal government with assurance that these reports
are complete and reliable. '

Part 2 sets forth Common Major Program Requirements for
research and development programs and student financial aid
programs. These common requirements are used in lieu of pro-
gram specific requirements because Circular A-133, “Audits of
Institutions of Higher Education and other Norprofit Institu-
tions,™ designates these two caiegories as major programs if either
category’s expenditures is greater than three percent of total
expenditures or $100,000, whichever is larger. The Guaranteed
Student Loan Program, which applies 1o guaramiee agencies, has
separate requirements incivded in the supplement.

Part 4 of the docurnent provides requirements that are specific
10 larger Agency Programs. For each program, the following
information is provided: Objectives of the program, z brief de-
seription of how the program operates, and major compliance
requirements, including Code of Federal Regulations (CFR) or
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statutory citations, where applicable, The requirements are orga-
nized into five categories: (1) types of service ailowed or unallowed;
(2) eligibility: (3) matching, level of effort, and/or carmarking
requirements; {4} special reporting requirements: and (5) special
tests and provisions. Federal agencies have determined that. in
general, noncompliance with these requirements might materially
affect the program.

Each requirement is accompanied by suggested audit proce-
dures that can be used 10 test for compliance. These audit proce-
dures are not mandatory. Nor are they the only procedures the
audjsor can apply. Auditors should use professional judgment
when deciding which procedures to apply, and the extent to which
reviews and tests should be performed. Some of the audit proce-
dures require 2 review and evaluation of intemal controls. If the
reviews and evaluations have been performed as apartof areview
of ihe internal conwrols structure, the audit procedures used for
individual programs shouid be altered to avoid duplication of
procedures.

The federal departments and agencies have identified the
compliance requirements and included suggested audit proce-
dures, as of the data of publication for each program thar will meet
the compliance 1esting requirements of Clrcular A-133. However,
the anditor is responsible for ensuring that specific requirements
which are modified because of changes in laws or regulations ars
reflected in the audit procedures.

The compliance requirements and suggesied audit procedures
replace the individual program audit guides issued by the depart-
ments and agencies,

Questions regarding a requirement, including reguests for
information about changes in requirements, should be addressed
to the granting department or agency. Requirements and sug-
gested audit procedures for smailer grant programs not contained
herein can also be obtained from the granting department or
agency. Auditors may refer 10 the statute or the CFR 1o obtain
complete requirements, Also, the auditor should tefer to the
Compliance Suppiement for Single Audits of state and local
governments, This supplement contains programs for which nonprofit
institutions are ¢ligible.

Single Audit Information Service
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Part 2. GENERAL REQUIREMENTS

" Several statutory and regulatory requirements are applicable
to all or most federal assistance programs. The following are those
requirements that involve 2 significant national policy. Failure 10
compiy with these requirements could have & material impact on

an organization's financial statements including those prepared
for federal programs. Accordingly, these compliance require-
ments shall be included as part of every audit that involves federal

financial assistance.

POLITICAL ACTIVITY

Complignce Requirement

Federal funds cannot be used for pantisan political purposes
of any kind by any person or organization involved in the admin-
iswation of federally-assisied programs.

[Hatch Actof 1940(5U.5.C. 1501-1508) and Intergovernmental
Personnel Actof 1970 (45 1.S.C. 4701 }, as amended by Title V1
of Civil Service Reform Act of 1978 (Public Law 95-454 Section

8023 .

Suggested Audit Procedures
+ Test the expenditure and related records for indications of

activities, publications, or other materials intended for influ-
sncing legislation or similar type costs.

* Test the personnel and payroil records, and identify persons
whose responsibilities or activities include partisan political
acdvity.

« Test whether the above costs, if any exist, are charged
directly or indirectly, to federally assisted programs.

DAVIS-BACON ACT

Compliance Requirement

When required by federal grant program legislation, ail labor-
ers and mechanics employed by contractors or subeonmactors Lo
work on constuction projects financed by federal assistance must
be paid wages not less than those established for the locality of
the project by the Secretary of Labor [40 Star 1494, Mar 3,1921,
Chap. 411, 40 U.5.C. 2762-~276a-5].

Suggesied Audit Procedures
« Identify the programs involving construction activities,

* Review selected construction contracts and subconmracts and
determine whether they coneain provisions requiring the
payment of “prevailing” wages.

« Review the recipient's system for monitoring applicable

contraciors and subcontractors with respect to payment of
prevailing wages and evaluate for adequacy.

= Review the monitoring system for contracts for seiecied
programs and determine whether there is adherence 10 the
prescribed procedures,

» Forrecipients which have not developed a system. or whose
system is not operating effectively

—Obrain the “local” Deparmment of Labor (DOL) wags deter-
mination from the auditee, the architect/engineer (AJ/E)
managing the project, or DOL.

—Obtain from the auditee payroll registers of the construction
company and test 1o determine whether wages paid conform
to prevailing wages.

CIVIL RIGHTS

Compliance Requirement

No person shall, on the grounds of race. color, national origin.
age, or handicap. be excluded from participation in or be subjected
w discrimination in any program or acuvity funded, in whole or
in part, by federal funds. Discriminadon on the basis of sex or
religion is also prohibited in some federal programs (Age-.d2
U.S.C. 6101 er seq.; Racew—d2 U.5.C. 2000d: Handicap—29
U.5.C. 794),

Suggested Audit Procedures
« Determine whether the recipient has announced a formal
policy of nondiscrimination.

» For recipients employing 15 or more persons, ascertain
whether a person has been designated to oversee civil rights
compliance. If z person has been designated. interview that
person and get an understanding of how the civil rights
compliance program operates.

+ Ascertain from the grant agreements whether any of the
programs contain prohibitions against discrimination on the
basis of sex or religion,

© Thompson Pubiishing Group, Inc.
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+ Ascertain the number of complaints filed with federal, state
and/or local agencies responsible for ensuring nondiscrimi-
nation in govemnment programs during the fiscal year, the
status of unresolved complaints or investigations. and the
actons 1aken on resojved complaints or completed invest.
gations.

+ Ascenain whether programs contain prohibitions against
discriminadon in employment. For those programs: (1) re-
view the annuai report filed with the Equal Employment
Opportunity Commission (EEQC), if any; (2) ascertain the
number of complaints or completed investigations: and, (3)
review the stams of uaresolved complaints or investigations
and the actions taken on unresolved complaints or completed
investigadons,

Determine whether facilities financed by federal funds that
are required to be jocated ina nondlscnmmatory manner are
50 located. .

+ Obtain representation and/or attorney lettars to determine
if any ¢ivil rights suits have been adjudicated or are pending.
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‘Compliance Requirements

Recipient financial management systems shall include proce-
dures 1o minimize the time clapsed between the mansfer of funds
from the U.S. Department of the Treasury and the disbursement
of funds by the grantee,

Advances made by primary recipients to subrecipients shall
conform substantially 1o the same standards of timing and amount
as apply ‘o advances by federal agencies to primary recipient
organizations,

"« Recipients shall maintain advances of federal funds in
interest bearing accounts. Interest earned on fegeral ad-
vances deposited in such accounts shall be remitted promptly,
but at least quanterly, to the {federal agencies that provided
the funds. Interest amounts up w $100 per year may be
rewzined by the recipient for administrative expense (OMB
Circular A-110, Attachment [, 3(a)). However, some non-
profit institutions may be instrumentalities of a state and
covered by the provisions of the Cash Management Improve-
ment Act of 1990 (Public Law {01-453).

Suggested Audit Procedures

Review the recipient’s cash forecasting process and evalyate
for adequacy. (Note: For purposes of this supplement, adequacy
can be interpreted as providing a reasonable assurance that the

CASH MANAGEMENT

system or procedures, if foltowed, will result in the intended event
or action occurring.)

Review the recipient’s system for requesting federal funds and
evaluate whether it is adequate 1o keep federal cash disbursements
limited to the organization’s immediate needs. .

For selected grant programs. determine dates and amounts for
seected advances. drawdowns and other receipts of federal funds
and compare to the dates the funds were disbursed and/or checks

“were presented to the banks for payment

For the same programs, evaluate the size of the balances in
relation 1o the program's needs.

Review the recipient’s system for monitoring advances and
payment requests by secondary recipients. Evaluate whether the
systert is sufficient 5 limit payments 1o amounts needed to meet
immediate cash requircments.

» Review selected cash reports submined by subrecipients and
determine if the reports show large amounts of excess cash.
__ If they do, ascertain why.

s Review the recipient’s system for maintaining federal funds
in interest bearing accomnts, calculating the interest eamed
on these funds, and remitting the interest prompiy.

FEDERAL FINANCIAL REPORTS

Compliance Requirements

Most federal programs require the periodic submission of
financial reports. The special requirements for each grant program
arc presented in the Reporting Reguirements (HI-D) section for
the program. The suggested audit procedures are provided below
to facilitate the requirement for the auditor to comment on com-
pieteness and accuracy [OMB Circular A-110, and Treasury
Circular 1075, “Withdrawat of Cash from the Treasury for Ad-
vances under Federal Grant and Other Programs™].

1. OMB Circular A-710 lists four required financial reports
that apply to most of the programs described in this supplement,

* Financial Status Reports (SF-269 and SF-269A)—Repont
stazus of funds for afl nonconsguction programs.

* Request for Advance or Reimbursement (SF-270)~Requests
funds for nonconstruction programs when advance leter of
credit or predetermined advance pavments are not used.

+ Quilay Report and Reguest for Reimbursement for Construc-
tion Programs (SF-271}— Requests reimbursements and
repons status of funds for construction programs.

+ Federal Cash Transactons {SF-272 and SF-272A)—Reports
cash transactions and balances for graniees receiving ad-
vances or reimbursement by Treasury checks.

2. Certain federal agencies have received OMB approval io

adapt the above reports or require other financial reports 1o mest
their particular program needs,

Suggested Audit Procedures

« Verify on a test basis that repons on file were actually
submitted to the federai agency.

» Review the procedures for preparing the federal financial
reports and evajuate for adequacy.

» Sample federal financial reports for cach major and/ermaterial
program and review for completeness of submission,

» Trace data 10 the supporting documentation. i.e., worksheets,
ledgers, etc.

* Review adjustments made to the general Jedger amounts
in the report affecting fedsral programs and evajuare for
propriery.

ALLOWABLE COSTS/COST PRINCIPLES'

Compliance Requirement (Direct and Indirect Costs)

The costs of a federally supported program are comprised of
the allowable direct costs of the program plus its allowable
indirect costs, less applicable credits, Federal cost principles are
designed 1o provide that federal programs bear their fair share of
recognized costs as determined by applicable cost principles, No
provisions for profit or other increment above cost is intended.

OMB Circulars No. A-21, “Cost Principles for Educational
Institutions,” and Circular A-122, “Cost Principles for Nonprofit
Organizations,” and other principles issued by federai granting
agencies, such as the Depanment of Health and Human Services
(HHS) 45 CFR 74 Appendix E. “Principles for Determining Cost
Applicabie 10 Research and Development Under Grants and
Contracis with Hospitals.” establish principles and standards for
determining costs applicable to grants. dentracts, and other agree-
ments with colleges and universities, nonprofit organizations, and
hospitals. respectively. A costis allowable for federal reimburse-
ment gnly (o the extent of benefits received by federal programs,
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and costs must meet the basic guidelines of sllowability, reason-
ableness, and allocability and be the net of all applicable credits.

OMB’'s granis management circulars are issued under the
authority of the Budget and Accounting Act of 1921, as amended:
the Budget and Accounting Procedures Act of [950, as amended;
Reorganization Plan No. 7 of 1970; and, Executive Order 11541,
The HHS hospital cost principles are issued under the authority
of 5 US.C. 301,

The auditor is responsible for auditing direct and indirect
costs. The suggestad procedures for auditing direct costs appli-
cable 10 all programs are presented in the foilowing paragraphs.
This avoids having 1o list these audit procedures for each indi-
vidual program. The suggested audit procsdures for auditing
direct costs applicable to each spesific program are included in
parts 3 and 4 of this compliance supplement. The suggested audit
procedures for auditing indireet costs are included as a general
requirement in this part of this compiiance suppiement,

Single Audit Information Service



Suggesied Audit Procedures (Direct and Indireet Costs)

The following suggested audit procedures should be devel-
aped in conjunction with the zudit tests of indirect costs and direct
costs for major and individual programs, .

« For transactions selected by the auditor which involve federal
funds. determine whether the costs mest the criteria gener-
ally contained in the “Basic Considerations” section of the
various applicable cost principles, i.e., that the cost is:

(I} Necessary and reasonable for the performance and admin-
istration of the federal program and aljocable thereto under
the provisions of the cast principles.

(2) Authorized or nat prohibited under state or local laws or
regulations and approved by the awarding agency, if ap-
propriate, Certain cOsts require specific approval by the
grantor sgency while some costs are not allowed as set
forth in the section of the applicable cost principles dealing
with “Selected Items of Costs.”

(3) In confarmance with any limitations or exclusions set forth
in the applicable cost principles, or limitations in the
program agresment or specific requirements in the pro-
gram reguiations.

(4) Given consistent weatment with policies, regulations, and
procedures applied uniformiy to federal and nen-federal
activities of the recipient organization.

{5) Given consistent accounting treatment within and between
accounting periods and not allocable 1o, or included as a
direct cost of, a federal program if the same or similar costs
are aliocated 10 the federal program as an indirect cost.

{§) Determine in accordance with generally accepted account-
ing principles or other comprehensive basis of accounting.

(7} Not inciuded as a cost or used to meet cost éharing reguire-
ments of other federaily supported activity of the current -

or a prior period,

(8) Netof ail applicable credits, .., volume or cash discounts,
refunds, rental income, trade-ins. scrap saies, direct bill-
ings (in the case of indirect cost), etc.

(9) Supported by underlying documentation. e.g.. time and
antendance payroll records. personnel activity reports pr
other time and effort records for emplovess charged to
federal awards or 10 more than one activity, approved
purchase orders. receiving reports, vendor invoices, can-
celed checks. ete., as appropriace, and correctly charged as
to account, amount, and pericd.

Compliance Requirement (Indirect Costs Only)

In order 10 receive reimbursement for indirect costs, recipients
must prepare iadirect cost rate proposals that provide the basis for
allocating indirect costs o federal programs. Each recipient must
submit its proposal 10 the federal government for negotiation of
an iadirect cost rate. Circulars A-88 and A-122 provide for
cognizance sysiems whereby one federal agency is designared as
the cognizant agency to deal with a college, university or non-
profit organization on behalf of the entire federal governmentand
negotiate indirect cost and other rates which are used by all other
federal agencies in dealing with that recipient organization. In
most cases. therefore, proposals are subminted to an appropriate

_cognizant agency,

Proposals are usually prepared on a prospeciive basis using
actual financial data from a prior period or budgeted daia for
the current year, When the actual costs for the year are deter-
mined. the difference between the originally proposed costs and
the actual costs are either carried forward o a subsequent
period’s rate or adjusted with the graniing federal agency on
a retrosactive basis. In cases where predetermined rates are
determined and approved by the cognizant federal agency,
subsequent adjusiments are not made with the exception of
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eliminating any unallowabie costs. Audit procedures must be
wilored according to the type of rate and size and type of orga-
nization being reviewed, If unallowable costs are found. cost
recoveries and adjustments should be made in accordance with

the provisions of the applicable cost principles.

Sugg:emtd' Audit Procedures (General)

« Determine whether indirect costs are charged to federal
awards, If not. the rest of this section docs not apply. If
such costs are charged, the following guidelines should

be followed.

Obtain and read the current negotiation agreement as well
a¢ any agreements, conditions or understandings related
thereto and determine the rypes of rates and procedures
required.

Seject a sample of claims for reimbursement submized to
the federal agency and determine if the amounts charged and
rates used are in accordance with the agreements and if rates
are being properly applied to the appropriate base.

Determine whether the rates used or amounts charged are
final or predetermined or are still open 10 adjustment or
revision, eitherimmediately or as a carry forward adjustment
in a future period. If final, the results of the audit work should
be reflected, if appropriate, in recommendations for future
procedural improvements, However, if the final or predeter-
mined rates include unallowable costs, they shouid be iden-
tified and reported along with the estimated federal share of
the costs.

Determine whether costs or types of costs, chargeable di-
rectly 10 federat awards or any other direct acrivity (includ-
ing any costs required for marching or cost charging) have
been eliminated from the pool of indirect costs and included
ins the aljocauon or raic base.

Determine whether the esuablished procedures to identify
and ¢iiminate onallowable costs are comprehensive and
applied in a consistent manner. Verify that the results of
these procedures are incorporated into the indirect cost
proposal submilted to the cognizant agency. '

* Review on 2 test basis supporting documentation to deter-
mine whether:

~—The indirect cost pools contain only items that are consistent

with the applicable cost principles and negotiated agree-

ments, This part of the review should be aimed 2t determin-

ing whether the indirect cost pools contain any unallowable

= costs as defined by the cost principles {e.g., entertainment,
lobbying, etc.). :

—The methods of allocating the costs are in accordance with
the provisions of the appropriate cost principles, other
applicable regulations, and negotiated agreementis and pro-
ducz an equitable distibution of cosis.

~—Statistical data (e.g., square footage, population or full-time
equivalents, salaries and wages) in the proposed allocation
bases are current, reasonabje, updated as necessary, and do
not contain any material omissions.

—Personnel activity reports, time and effort reponts, or other
methods used to allocate salary and wage costs are math-
ematically and sutistically accurate, are implemented as
approved, and are hased on the actual effort devoted to the
various functional and programmatic activities to which the
salary and wage costs are charged.

——Special costs analysis swdies (such as library studies or
energy studies) are mathematicaily and statistically accu-
rate, are factually based 1o the extent possible. use reason-
able and supportable asumptions. produce reasonabie re-
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sults, and. if appropriate, agree with any prior agreements
witlt, or conditions placed by, the cognizant agency con-
cerning such studies,

— The dana can be reconciled to the most recently issued
financial stiements. Investigate significant reconciling items.

Additional Suggested Audit Procedures—Other Types of Rates

Organizations frequendly act as self-insurers or provide some
types of services for direct activities from centralized service
departments on a charge for use basis. In addition, they frequently
charge fringe benefits to all activities by means of & fringe beneflt
rate applied to the salary and wage costs incurred in those activi-
ties, The cognizant negotiators, while responsible for such rate
activities, may or may not actuaily negodiate and publish the rates
themselves, but merely negotiate the rate setting methodologies
and/or resolve any problems which arise.

« When such practicss exist determine, whether:

— The rate bases include ail users and all are treated in 2
consistent manner.

-— Billing rates (or charges) have been adjusted to eliminate
profits and unailowable cost.

Compliance Requirements
+ All recipients receiving grants, including cooperative agree-
ments. from any federal agency must certify that they wiil
provide a drug-free workplace, or. in the case of a grantee
who is an individual, certify to the agency that his or her
conduct of grant activity will be drug-free. Making the
required certification has been 2 precondition of receiving
a grant from a federal agency since March 18, 1989. Every
recipient is required to make this certification for each grant.

« The racipient certifies that it will provide 2 drug-free work-
place by:

(a) Publishing 2 policy statement notifying employees that the
unjawful manufacturs, distribution, dispensing, posses-
sion or use of a controlled substance is prohibited in the
grantee's workplace and specifying the acdons that wiil
be taken against empioyess for violation of such prohibi-
tion. L

(b} Establishing an on-going drug-iree awareness program o
inform cmployees about:

(I} The dangers of drug abuse in the workplace.

(2) The grantee's policy of maintaining 2 drug-frec work-
‘piace.

(3) Any available drug counseling, rehabilitation, and
employee assistance programs,

(4) The penalties that may be imposed upon employees for
drug abuse viciations occurring in the workplace.

(c) Making it 3 requirement that each employee to be engaged
in the performance of the grant be given a copy of the
statement required by paragraph {a).

(d) Notifying the employes in the statement reguired by
paragraph (a) that as a condition of employment under the
grant the employee will:

{I) Abide by the terms of the stazment.

(2) Notify the empioyer in writing of any criminal drug
statute conviction for a violation accurring in a
workplace no later than five calendar days after such
convictioa.
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— The methods usad to adjust for accumulated over/under
recoveries distributed them in reasonable proportion to the
same users as were originally billed for the services which
created the accumudation.

— Any retained or unexpeaded earning {including reserves)
are present and, if so, determine: {3) if they have been
computed in accordance with the applicable cost prin-
cipies. (b) if they are excessive in amount. and (¢} whether
a refund has been made to the federal government for its
fair share of any amounts thereof which have been removed
(transferred out) or borrowed from the fund.

- Fringe benefit allocations, charges, or rates deal fairly with
differing levels, if any, of benefits provided to different
classes of employees and whether the pool of fringe benefit
costs has beett reduced for any refunds or rebates received.

- Independent actuarial studies appropriate for self-insor-
ance programs and certain types of fringe benefit programs
are performed, and, if so, are kept current, reflect actual
conditions, and use reasonable actuarial assumptions.

DRUG-FREE WORKPLACE ACT

() Notfying the agency in writing within 1en calendar days
after receiving notice under subparagraph (d) (2) from an
employes or otherwise recziving actual notice of such
conviction.

(f) Taking one of the following actions, within 30 calendar
days of receiving notce under subpargraph (d) (2), with
respect to any employes who is 50 convicted—

(1) Taking appropriate personne} action against such an
empiloyee, up to and including termination; or

{2) Requiring such empioyee to participate satisfactorily
in a drug abuse assistance or rehabilitation program
approved for such purposes by a federal, state, orlocal
health, law enforcement, or other appropriate agency.

[Public Law 100-690 Tide V, Subtitie D, 41 U.S.C. 701 erseq.]
Suggested Audit Procedure

+ Determine through discussions with employess and wrirten
communicadons 10 employees whether the grantee has taken
action to provide a copy of the policy statement 10 each
emnployee engaged in the performance of 1 grant.

» Ascentain whether the statement contains all the necassary
notifications.

+ Determine whether the report made to federal grantor
agencies on convictions of employees is filed and complete.

+ Test 2 sample of files of convicted employess and determine
whether the report made to federal grantor agencies on
convictions was reported within 10 calendar days after the
employer received any notice of 2n employee’s conviction.

» Ascertain whether the grantes took the required personnel
or geamment referral action within 30 calendar days afier
receiving netice of aa employee conviction.

Single Audit Information Searvice



1171

ADMINISTRATIVE REQUIREMENTS

Federal assistance programs are subject to the provisions of
Circular A-} 10, “Uniform Administrative Requirements for Grants
ard Coopenative Agreements with [nstitutions of Higher Educa-
ion. Hospitals and Qther Nonprofit Organizations,”

Thres administratve requirements, financial reporting, cost
principles, and cash management principles. are covered elsewhere
in this part of the Compliance Supplement. The auditor should also
consider those common agency administative requirements listed
below from Circular A-110. The scope of the audit work performed
for these requirements will depend on the amount of testing
performed in connection with individual programs and whether the
requiremest is material to federal programs.

Interest earned on advances

Period of availability of funds!

Program incoms,

Real properry

Eguipment

Supplies

Subawards 10 debarred and suspended parties!

Procurement
Subawards'

Revolving fund repayments

{See procedures under the following compliance requirements.)

Compliance Requirement

Prograsm income consists of earnings from federally supported
activities, i.c.. ucome from service fees, sale of commodities,
usage or rental fees, and royalties on patents and copyrights,
Program income may be used in one of thrae ways; as a general
rule, program income must be used as a deduction from total
project costs. If perminted by the terms of awards, such income
may be used instead to further eligible program cbjectives, or
finance the nonfederal share of the project. The auditor should
referto the agreement 1o determine which option applies. Program
income exciudes interest eamed on advances.

The institution must have procedures 1o ensure proper accoufit-
ability for program income (Circujar A-110, Arachment D).

Suggested Audit Procedures

» Determine whether systems and procadures are in place for
the identification and assignment of program income to
assume appropriate use in accordance with the terms of

Wil be included in the revised circular.
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awards.

o Test selected items 10 determine whether program income
was property accounied for and utilized,

Compliance Requirement

The institution must maintain a property management system
for its federal award programs and related activities that is ad-
equate 1o meet the standards of OMB Circuiar A-110, Attachment
N, and the requirements of OMB Circular A-21 or A-122,

Suggested Audit Procedures

+ Review and evaluate the institution's property management
system.

« Test the system to determine wiethar the institution is:

-— mainining adeguate records of equipment purchased un-
der federal awards.

- properly disposing of equipment no longer necessary to
project and properly accounting for the federal share of
such equipment.

Compliance Requirement
The institution must have 3 procurement system which meets
the requirements of OMB Circular A-110, Attachment O.

Suggested Audit Procedures

+ Review and evaluate the institution’s policies and proce-
dures for ensuring thaw
— procurement practices provide for competition.
-— unnecessary equipment purchases are avoided.
— subcontractor and subgrantee proposal and performance
are adequatiely reviewed.

» Test a sample of procurement wransactions to determine
whether the minimumn requirements of Anachment O are
met. .

Compliance Requirement
Determine if any of the other administrative requirements
listed above are material 10 federal awards.

Suggested Audit Procedures

+ Review and evaluate intermal controls in the adminisrative
areas selected for review,

* Test transactions {or compliance.
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Part 3. COMMON MAJOR PROGRAM REQUIREMENTS

RESEARCH AND DEVELOPMENT PROGRAMS
‘ I. PROGRAM OBJECTIVES

Specific and general research are sponsored by the federzl
government i achieve cbjectives agreed upon berween the spen-
soring agency and the institution. The types of research conducted

under these agreements are widely varied. The objective of the
individual rescarch projects is explained in the grant agreement
or contract.

II. PROGRAM PROCEDURES

Rescarch grants and contracts are awarded 1o colleges and
universities ¢n the basis of research proposals sebmitted to faderal
government agencics. These proposals are sometimes unsolicited.

A gramt or contract agreement is then negotiated in which the
purpose of the project is specified, the amount of the award is
indicated, and terms of administration are delineated.

I, COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDURES

A, Types of Services Allowed or Unailowed

The objectives of individual research projects are gxplained

in the grant agreement or contract; therefore, thers are no specific

- ‘compliznce requirements lisied here, However, the auditor should
ensure funds were used to meet the objectives of the grant.

Suggested Audit Procedures
+ See the suggested audit procedures for direct and indirect
costs in the General Requirements section of this guide.
B. Eligibility
The auditor is not expected to test for eligibiliry.

C Matching, Level of Effort, and/or Earmarking
Requirements

Compliance Requiremens -
nstitutions may be required o share in the cost of research
either on an overall instirutional or individual grant basis {Circu-

lar A-110, Attachment E).
Suggested Audit Procedures

« Obrain an undersianding of the cost sharing arrangements
with the federal awarding agencies. Determine whether cost
sharing is on an institutional or project-by-project basid.

+ Examine the cost-shanng or matching commitment specified
by the sponsoring agency in the award document.

¢ Test whether the organization mert these requirements.

» Determine whether in-kind contributions for cost sharing
were valued in accordance with applicable federal cost
principles (OMB Circular A-21) and with OMB Circular A~
110, Avachment E.

D. Special Reporting Requirements

Compliance Requirement

The grant and conmract agreement will specify the required
reports,
Suggested Audit Procedure

» See procedures for Federal Financial Repors in the “General
Requirements™ section of this supplement,

E. Special Tests and Provisions

Caompliance Requirement

The institution should have an accounting system that pro-
vides accurate and timely financial reports on federal awards and
related activities. Costs claimed should be allowabie and allocable
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in accordance with federal cost principles (OMB Circular A-110,
Attachment F).

Suggested Audit Procedures

+ Review the institution's accounting system to determine
whether it is adeguate to:

—Identify the federally supported activides including the
award. authorizations, obligations, unobligated balances,
assats, liabilities, outlays and revenues,

—Accumulate and record expenditures by cost categories
provided in the approved federaj award.

—Account for the institution's financial participation, if re-
quired.

—Assess the reasonablenass and allowability of costs claimed
in accordance with tite provisions of applicable federal cost
principles and the terms of the agreement.

——Assure that individual items of costs are not claimed against .
more than one project

* Test the accounting system to determine if it is operating
effectively.

Compliance Requirement

The distribution of individual employee compensation to fed-
erally sponsored research projects must follow the guidance as
stated in OMB Circulars A-21 and A-122, HHS Hospital Cost
Principles (45 CFR Part 74 Appendix E), and appiicable award

“documents.

Suggested Audit Procedures

* Review and ¢valuate the institution's system of internal
controls and test time distribution and other records to
determine whether:

~~Personal service costs have been properly recorded and
distnbuted based on a diswibution of activiry,

—Personal servica costs incurred were properly approved,

~—Personal service costs were not materially misstated due to
processing errors,

—A }iabiliq‘was acerued for all costs applicable to the period.
—For personal service costs charged to federal awards:
* Recorded activity is appropriate for the federal award,

* The salary charge is commensurate with the amount of aciual
activiry,

» The record of activity is signed by authorized personael,

Single Audit Information Service
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—Full distribution of personnel costs is reconcited to the
books of woounta #t least annually,

~=For 3 sample of personal tervice compensation charges,
datermine whether the system Is working s intended by
conducting interviews of employees, comparing records or

othar tests, .

Complance Requirements
Employee benefits must be charged to federal awards In
socordance with OMB Circulars A-21 and A-122,

Suppested Andit Procedures

« Review and evalunts the Institutlon's ‘system of internal
coutrols 1nd the scoounting records 1o datermine whether:

-~ The fringe bensfity were authorized by the parsonne! polis
ehes. :

~ The fringe benefiis charged 1o federal awerds were sup-
ported by the accounting records.

Compliance Requiremenss

Direct costs charged 1o federa] awards must be charged in
sccordancs with OMB Clrculars A-21 and A~122 and applicable
swards documents,
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Suggeated Andit Procedures

« Review snd evaluate the institution's rystem of internal
controls and lestthe dcsounting recorde 1o determing whether:

~ The institution has & policy on the use of consultants that
Is in zecordance with federsl requiremsnts.
~Theiastitution has an seocprable travel policy.

+ Select separate samples for teavel couts, consultant costs,
cost transfers between projects and other direct ¢harges and
deiermine if they are properly documented and sre ailow.
sble.

Complignce Requirements .
The grant award may have special terms and conditions which
should be considered dusing the audit,

Suggested Axdit Procedures

s Detsrmine the significant compliance sequirements from the
resoarch grant or award,

» Develop audit procedures io test compliance with these
fequirsments.
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—Foll distributlon of personnel costs is reconciied 1o the
books of accounts at least snoually,

—For & sample of persond] service compensation chargss,
dstermine whether the system it working &5 intended by
conducting interviews of employees, comparlng records or
other tasts, .

Compliance chatumnk

Employes benafits must be charged w0 federal swards in
socordance with OMB Clreulnrs A-2] snd A-122,

Sugpesivd Asdll Procedures

s Review and evaluaws the Institution’s ‘system of internal
sonaols and the sccounting records lo dstermine whether:

~=The fringe benefits were zuthorized by the personnet polis
cies. -

~=The fringe beasfite charged 1o lederal awards were sup-
pored by the accounting records,

Compllance Requiremenn
Direct costs charged 1o feceral awards must be charged in

wccordance with OMB Circulars A+21 and A-122 and applicadle
pwards documents.,
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Suggested Audit Procedures
+ Review and evaluste the institation's sysiem of internal
can{rols and 1est the 3CCoUnting records 10 determing whether:

~ The insditution has 1 policy on the use of consuitants that
is in xecordance with federsi requiremants.

~—The institution has an seecprable unvel palicy.

» Select separate samples for travel costs, coatuliant cost,
cost transfers beiween projects and other direct chargas and
" determing if they are properly documented and are allow-
able,
Compliance Requiremants '
The grant award may have special terms and congditions which
should be considered during the audit

Suggested Audit Procadires

» Deisrmine the significant compliance tequirements from the
research grant or award.

» Develop audit procedures 1o test compliance with these
requirements.

+
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Section J. DEPARTMENT OF HEALTH AND HUMAN SERVICES
FAMILY PLANNING SERVICES
93,217 .
I. PROGRAM OBJECTIVES

Tho objectives of grants for family planning services are to
asist 10 the establishment and operation of voluntary family
planning projects. These prejects shall consist of the planning

projects. Theze projects shall consist of the educational, compre-
hensive medical and social services ne¢essary 1o aid lmdw.;duals
in freely determining the number and spacing of their children.

1. PROGRAM PROCEDURES

Grantees request funds through » grant application which
contains 2 bodget and 2 narrative plan. After review and approval
of the gram application, 1 Notice of Grant award is prepared by
the grants management office. :

The annual Notice of Grant Award specifies funds 10 be
provided for the ycar and indicates the length of time Heaith and

Human Services (HHS) intends 10 support the project without
requiring reapplication for funds. This period, cailed the project
period, will usually be for 3 to 3 years. If during the granz year,
conditions change. the grantee should notify the Administraror
and 1 revised Notice of grant Award may be preprred,

IL COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDURES

A Types of Services Allowed ar Unallowed

« Funds are 10 be used:

— (0 provide for (1) medical services related 10 family plan-
ning including physician's consullation, examindtion, pro-
scription, continuing supervision, laborsiory cxamination,
and contraceptive supplies, and necessury referral to other
medicz] facilities when medically indicated, and (2) the
effective usage of contraceptive devices and practices.

~~ to provide for social services related 10 family planaing
including counseling, referral to and from other social or
medical services agencies, and any ancillary services which
mey be necessary o facilitate clinic attendance.

— 10 provide for information and educational programs de-
signed o (1) achieve community understinding of the project.
{2} inform the community af the availability of services, and
(3} promote ¢ontinued participation in the project by persons
to whom family planning sarvices may benefit. [n addition,
funds may be used 1o provide for coordination and use of
referral artangements with other providers of health care
services including but not limited 1o local health and welfare
departments, hospitals, voluniary agenciss and hezhth ser-
;iccs projects supponted by other federal programs (42 CFR

9'5)!

Funds may not be used:

— 1o provide pregnancy carg (including obstetric ar prenatal
care) (42 CFR 59.2), - _

— 10 pravide counseling concermning the use of abortion 25 2
method of family planning or provide referral for abortion
23 & method of family planning (47 CFR 59.8).

~— for expenditures to encourage, promote or advocase abor-
tion 12 & method of family planning (42 CFR 59.10},

~~ for expenditures thar are contrary to the applicable cost
principles prescribed in Subpart Q of 45 CFR Pant 74,
Suggesied Audis Procedures

« Review and evaluste the internal control systems designed
10 tnsure expendiiures are only made for aljowable services

-

» Test cxpenditures and relatzd records 1o deitrmine whether
ey ~enditures were made only for allowable services.
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B, Bligivility

Compilance Requirement
Any public or noa-profit private entity in 4 state may apply for

1 grant (42 CFR 59.3).
Suggesied Audlt Procedure :

Review the incorporation documents or reluted records and/
or the most recent Internal Revenue Service List of tax-exempt
organizations as defined in Section 30i(cX3) of the nternal
Revenue Code.

C. Matching, Level of Effort, and/or Earmarking
Requiraments

Compliance Reguirement _
There is no matching, level of effort or earmarking require-
ments,
D. Special Reporting Reguirements

There are na special reporting requircments.

E. Special Tests and Provisions

Compliance Requiremenis

* The graatee should maximize non-grunt revenue,

*+ The grantee should secyrs paymemt from clicnts for services
in jccordance with the schodule of discounts based on the
ability to pay (42 CFR 55.5(a)(7).

« If 7 third party is authorized or legaily obligated to pay for
services, the grames should make all reasonzhle effons @

obtain third party payment without spplication of uny dis-
counts (42 CFR 59.5(a)(8).

Suy reseed Audit Procedures

+ Review and evajuate the granize’s policies and procedures
for billing and collection, including use of the 1cheduls of
discqums. -

o Test client charges 1o determine whether they were properly
recorded based on the schedule of discounts,

» Test accounts raceivsble records to determing that collegs
tions are maximized,

Singla Audit Information Service



v Test selected bad debts to determine whether collection
could have besn made on the sccount.

Compiiames Requiremsent
There are three options regarding the use of the grant-related

income liowed by 45 CFR 74 Subpant P. The grant award
document will specify which eption is allowed.

YIbid

Suggerted Audit Procedure

+ Review and evaluate the internal contrals in place 1o account
for program income in sccordance with grant award,

e Test records o determine whether program income is
sccounted [or in accordance with the grant award,

COMMUNITY HEALTH CENTERS (Section 330)
93.224
1. PROGRAM OBJECTIVES

The objective of the Community Health Centers Program is
to support the deveiopment and operation of comununity health
centers which provide primary hezlth services, supplemental

health seyvices and environmental health services 1o medically
undeserved populations,

1. PROGRAM PROCEDURES

Any public or nonprofit privats entity is eligible to apply for these funds.
111, COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDURES

A. Types of Services Allowed or Unallowed

The program recgives funds which may be used for the cost
of planning, development, and operaiion af cammunity health
canters.

Sugyested Audit Procsdures
Revi w and evalvate internai controls designed to ¢nsure that
expend.quims are made only for services of the approved project.

B, Eligibility

Compllence Requirentent
Any public or nonprofit {42 CFR 51¢.102(0) private entity is
<ligible o apply for & grant {42 CFR 51¢.103).

Suﬁc:&cd Audlt Procedurss

+ Determine if the grantee I8 a governmenta! entiry or is
idantified in the most zeent Iatemal Revenue Service Jist
of tax-exempl organizations as defined in Section 501(cX3)
of the IRS Code.

« Examine a cerufied copy of the Cranics's cenificate of
incorporation or simifar document that clearly sstablishes
the nonprofit status of the antity. '

C, Matching, Levei of Effort and/or Earmarking
Requirements ad

Compllance Requirement

The following funds for canters must be accounted foras baing
expanded during the budget peried for the approved project prier
to the use of grant funds: &) ail state, local, and other operational
Tunding received by or sllocated lo the approved project, and b)
4}l fees premiums, and third-party reimbursements accrued after
adjustments for uncoilectible up to and including the amount
expecied for the budget period [42 CFR Part §1¢.303¢0)] . The
“tmount expected”™ it the smount of fees, premiums, and third-
party reimbursements in the nonsfederal share of the final ap-
proved budget for the budgel peried,

Fees, premiums, and third-party reimbursements above the
amount expected for the budger period must be usad as nesded
when the costs of the center’s operation during the budget peried
exceed the total of the amounts ¢ited in 2) and b) in the preceding
parzgraph and the saction 330 grunt.
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Sugpested Audlt Procedures

+ Identify, study and evaluaie the controls designed 10 insure
that all applicable non-grant funds are used before grant
funds,

» Determine whether al] applicable non-grant funds were used
for the approved projecs prior 1o use of the grant funds.

s Determine whether fees, premiums, and third-party reimt-
bursaments sbove the amount expecied for the budget period
. were used for cosu of the center's operation.

D, Speciai Reporting Requirements

Compllance Requirement
The BCHS Commeon Reparring Requirements (BCRR) Report

. will be required annually beginning with reporis for calendar year

1991, Table 6 of the BCRR Report is an accrual basis report of
al} costs associated with the approved project

Suggested Audlt Procadures

+ Recencils accounting records with Table § of the BCRR
Report,

v Verify that the BCRR report is deing accurately prepared,
7 B, Speciat Tests and Provisions

Complianes Reguirement

Audited financial statements are 1o be praparad in accordance
with Generaily Accepiad Accounting Principles [Public Health
Serviee Act Section 330(h )DL

Sugpested Audit Procedure

Determine whether the financial stgiements and results of
financial .operations are reported in accordance with gengrally
acsepted sccounting pringipies and identify any depanures ag &
compliancs violation,

Compliancs Requiremens

The grantee shall secure payments from panents for services
in tccotdines with the schedule of fees and discounts which has-
oeen adjusted on [he of the paiient's ability to pay (42 CFR
51,302 ().
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Sugzerisd Audit Procadires

« Review and svaluate policies and procedures for 1) identi-
fying the patient’s ability 10 pay, 2) using sliding fee sched-
ules (0 adjust rates based on ;bnh:y to pay and I} properly
recording and adjusting patient fees,

+ Review and ¢valuzie policies and procedures for 1) maxi-
mizing revenuts from third parties such as insurance maxi-
mizing revenues from third parties insurance, Medicare and
Medicaid ana 2) maximizing colisction of charges, includ-
g use of collestion agencies, where appropriats,

+ Test fees to determine if they were properly recorded based

on ability 1o pay and adjusted based on the sliding fes
schedule,

» Test selected accounts reqeivable records and bag dedis 1o
determing that collections were meximized. .

Compiancs Requirement -
The center must use excess prograr incoms to: {I) expand and
improve its services; (II} to increase the number of persons
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(eligible to receive services from such a center); (1) construet,
expand, and modemrnize its facilities; (IV) improve the adminis-
rration of its servicy programs; or (V) ¢stxblish the financial
reserve for the fumishing of services on & prepaid bais, Without
the approval of the awarding authority, not more than onre-half of
the ¢xcass program income from a given budget period may b
used for construstion ind moder-,zation {s¢¢ purpose Il in the
preceding statement) of the cenrer's facilinies.

Excess program income is the amount of fees, premiums, and
third-party reimbursements sccrued from center operations due-
ing 1 & budget period, which is aot nceded for the actual costs of
the appraved project and exceeds the cxpected amount of fees,
premiums, and third-party reimbursements for the budget period.

Suggested Audlt Procedures

» Review and evaiuate intemal controis designed to énsuro that
exce3s program income is used nnfy for authorized purposes
and that the grantes obtained prior review and/or approval
of the use as appropriate,

¢ Test expenditures and related records.

Single Audit Informaticn Service
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