
INTERNAL REVENUE SERVICE
DISTRICT DIRECTOR
31 HOPKINS PLAZA
BALTIMORE. MO 21201

NATIONAL ASSOCIATION OF VETERANS
RESEARCH AND EDUCATION FOUNDATIONS

311 MASSACHUSETTS AVE NE
WASHINGTON. DC 20002

DeaF Appl icant:

DEPARTMENT OF THE TREASURY

Employer Identification Number'
52-:!.784596

C,)ntact Pers,)n,
MRS. S. PRATT

Cont~ct Telephone Number:
(410) 962-9431

Response Due Date:
10-21-92

SefoFe He
income tax, He
FequiFements.
deternl Inat Ian
UndeF Sectic<n

can det",Fmine HhetheF yOUF organizatic<n is e):empt fFom Federal
must have enough InfoFmatl~n to shaH that you have met al I legal
You did not include the information needed to make that

on your FOFm 1023. Appl icatlon for Recognition of Exemption
5011c) (3) of the InteFnal Revenue Code.

To help us deteFmine ,;hether your organizati<)n Is exenlpt from Federal
income tax. please s~nd us the requested information by the above date. We
can then complete our review of your appl ication~

If He do not hear from you Hlthin that time. He HI I I assume you do not
Hant us to consider the matter further and Hii I close your case. In that
event. as required by Code section 6104(c). He Hi I I notify the appropriate
state officials that, based on the information He have, we cannot recognize
you as an organization of the kind described In Code section 501(c) (31.
As a result. the Internal Revenue Service Hi I I treat yOUF organization as
a taxable entity. If He receive the information after the response due
date. He may ask you to send us a neH Form 1023.

In addition. if you do not provide the requested infoFmation in a timely
manner, we wi I I ~onslder that you have not taken al I reasonable steps to secure
the determinatic<D you request€·d. Under ,Code section 7428(b) (2). your not tak­
ing all reasonable steps in a timely manner to secure the determination may be
considered as fai lure to exhaust administrative remedies avai lable to you Hlth­
in the Service. Therefore. you may I,)s>~ your rights to a declarat<)ry judgment
under Code section 7428.
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NATIONAL ASSOCIATION OF VETERANS

If you have any questions, please contact the person ;Ihose name and
telephone number are shoHn in the heading of this letter.

Thank you for your cooperation.

Sincerely yours,

/;;.~-
EMempt Organizations Special ist
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NATIONAL ASSOCIATION OF VETERANS

Before we can make a final determination of your organization's qual ifications
to be recognized as .tdX exempt under section 501 <cl <31 of the Internal Revenue
Code, we need the fol lowing information over the signature of your principai
c,ff icers:

Submit a detailed description of al I of the activities of the organization
- past, present, and planned showing how you operate or wi II operate to achieve
your purposes. Each activity should be separately described, and the
description should include as a minimum, the fol lowing:

a) Its purpose and nature.
b) Frequency and duration.
c) How, when, where and by whom it was, is, or wi I I be conducted.
dl The requirelllents a .person .,r organization must meet In order to

participate in or receive benefit from the activity.
el The amounts of any charges or fees and the basis for the amount.
f) What the activity has accompl ished or wi I I accompl ish.
gl State \'lhat percentage of the tota I time and effort of the .,rgan izati.,n

is devoted to carrying out each activity.

Please provide a copy of your newsletter. If draft materials are
avai lab Ie, this Hi I I be sufficient to demonstrate the nature of the content
of your proposed publ ication.

Please describe the standards and practices you e):pect to develop fc.r
ta>:-€'):£tnlpt" non-profit organizations.

Provide a list of your class A members or prospective members.

! :)
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National Association of Veterans' Research and Education Foundations

311 Massachusetts Avenue, NE, Washington, DC 20002 Phone: 202·S43~7273 FAX: 202~543~5327

Ronald Flink
Chairman

December 15, 1992

Internal Revenue Service
District Director
Attn: Ms. Pratt
31 Hopkins Plaza
Baltimore, MD 21201

Barbara F. West
Executive Director

Richard Fuller
Washington Representative

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 Mfairs 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 (c) (3Y', 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,

Da'tfas Cross
Vice-Chairman

(,r> ~ ~,,' f' <.:

, \ ll.,(ilLGV; "(,'t ~,,-( it It ,)
Richard Levine, MD ' "
Treasurer

.. €WIWA g, W&\"i
Barbara F. West
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 care
services to the veteran population.



Administration

1. NAVREF National Office

A. Purpose and nature: The purposes of the NAVREF national office include:

.. earrying out all the administrative funetions of the Association, including
administrative and financial management

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

.. coordinating all activities of the Association, which may involve identifying 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
Mfairs, 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 Executive Director works "half-time" for
NAVREF and the Washington Representative devotes about 10% of his timc
to NAVREF affairs. Receptionist and officc manager services are 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.

B. Frequency and duration: The Association has a contract with the Officc 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.

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

D. 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.

E. 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.

F. 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 Office

personnel and Congressional staff

G. Percentage of time and effort devoted to this activity: Approximately 28% of
the A~sociation'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 years.

2. Board of Directors

A. Purpose and nature: The purposes and responsibilities of the Board of
Directors 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

2



B. 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.

C. 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 parties. Notice of each Board meeting is givcn in the
Newsletter and any interested parties are welcome to submit items/reports for
the agenda.

D. 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.

E. 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.

F. What this aetivity has accomplished or will accomplish: To date, individually
or collectively, the accomplishments of the Board of Directors include:
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• 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

intercst
• 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

G. 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.
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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 noh-member foundations, veterans service organizations, federal
agencies (including interested parties in DVA and its medical centers),
biomedical research professionals and the general public of NAVREF's
activities and plans, issues of interest, educational opportunities and to convey
information promoting the highest standards of federal foundation
management.

B. 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.

C. 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.

D. Requirements for participation or benefit: The NAVREF newsletter is
distributed to NAVREF members and other organizations and persons
deemed likely 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.

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

F. 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
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management information that enhances the DVA foundations' efficiency and
public image.

G. 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 agencics and the
Congress and 3) to apprise the general public of the benefits of VA research,
including discoveries made by VA- and foundation-supported rescarch.

Thc nature of these public education efforts will include written articles in the
NAVREF newsletter and other publications, news releases, presentations at
activities 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.

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

C. 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 NAVREF staff and the Board of Directors.
Articles for publication will be prepared by NAVREF 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.

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

F. 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.

G. 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%.
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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

II 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.

B. 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.

C. 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.

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

F. 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. Thc 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.

G. 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.

B. 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.

C. 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
input 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.
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D. Requirements for participation or benefit: Copies 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:

• 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
• assure DVA facility directors and member and nonmember foundation

Boards, DVA, IRS and state governments that the foundations are aware of
necessary knowledge and appropriate practices that meet DVA expectations

• provide samples of appropriate documentation of these practices
• 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.

3. Electronic Bulletin Board

A. Purpose and nature: NAVREF 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:

• 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

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

II 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)

II 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 electronic bulletin board would be a component of
an electronic communications system already used by all DVA research and
development facilities.

B. 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 upcoming activities. Once the database is in place,
member and nonmember foundations will be able to access the information
on an as needed basis.

C. 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.

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

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

F. 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.
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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.
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Advocacy

1. Advocacy for DVA Research Funding and Legislative Affairs

A. Purpose and nature: Although NAVREF is an association of foundations
that are 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 recommcndations made by various coalitions,
rathcr 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
meeting, 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.

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

C. 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.

D. 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 beneficiaries of this activity will be DVA patients. It has been
shown that a strong research program at a DVA facility improves the care
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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.

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

F. 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.

G. 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.

i J I .. '
~(i{(fui lel1ivL AID

Richard Levine, MD I
Treasurer

Ji~W~,WM\
Barbara F. West
Executive Director
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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

ATTACHMENT 1



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 Nelson,
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, Miami; 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 Morrison, and provided a detailed explanation of the
management contractual expenses.

Mr. Flink noted that efforts will soon be underway to begin fund raising 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 clinical 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.

~;~
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 members 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 Donoho, 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 Pone,
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 will 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.

Secretary



National Association of
Veterans' Research and Education Foundations

Board of Directors Meeting
Tuesday, December 15

Chicago, Illinois
Hyatt O'Hare

10:00 am. - 4:00 p.m.

Agenda

1. Approval of Minutes from
September 15 Board Meeting. . . . . . . . . . . . . . . . . . . . . . . . . . .. Page 1

2. Read into the Minutes:
NAVREF endorsement of
the Independent Budget Page 3

3. Treasurer's Report:
Financial Statement Dr. Levine Page 5

4. Committees

III Nominating Committee Report Page S
II Membership/FundraisiIig Committee Report . . . . . . . . . . . . . . . .. Page 9
II Formation of Public Policy Committee Page 10

5. Updates on "Other" Projects

II Development of National
Investment Strategy. . . . . . . . . . . . . . . . . .. Mr.Cross ....Page 11

III Development of Pooled Insurance Separate handout
III Implementation of Bulletin Board Ms. Parks Page 13
II Guidelines Manual Critique . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Page 14
II Development of National

Data Bank Page 62

6. First Annual Conference

III Determine Theme ... . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Page 64
III Discuss Schedule . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. Page 65
III Identify Topics and Speakers Page 69
III Budget Separate handout



7. Public Policy

II Legislative Update Mr. Fuller (by phone)
II Public Policy Updates and Discussion Page 71

Pending Legislation
IG Visits·
R&D Manual Chapter and Directors Checklist

II Discussion of "Information Release" . . . . . . . . . . . . . . . . . . . . . . . Page 72

8. Information Item; Summary of Government
Employees Ethics Regulations Page 75
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yeaes Annual MeetingPlanning ~ommittee,we extend a wann invitation to the-ve'ryspeciaI26th Annual

Meeting of the Society of Research Administrators.
'. '.....

...... :.....

· We'v~ tapped the rich resources of our profession to bring you a varied and comprehensive program to

meet the same ~aried and comprehensive needs of a challenging profession deallngwith some very. . ~..,

challenging times.

To add t~. this extensive program is the .location of the199~ meeting ... Orlando:'It's th~ ideal meeting loca.tion

... for you to br~gyour family. Notorily·is.Orlando rich in tourist attractions, b~tit's also a rapidly growing
. _... . . '. " ... ,

center ofresearch ~nd technolb·~.- .:. :. .
. , . .'. .

~ - -

A~d the~~al "iCing on thecak~" i~-th~ c~lebnition~i SRA's.25th arini~~';~ary;:W~~vepIann~d some very spe~ial
.'. . . . ,. . . - . . "'.' .

. . . \vays to ~8.ke s-~re ~~ ~clude the' p.~west researchadml~istr~tor' and theSRA;~eier~~"Aiui.iversariesa;e not
. -

just trips down memory lane... they 're also a way to.lo~k forward to what the ne'xt 25 y'ears will bring.. . '. - . ,

.' .

It all adds up tc! ~ very spedal occasio~. So don't 'miss it. Use the' enclosed inform'ati'o~and the registration
- ,.

·fomi to'~ign up/or the 1992 ktnuai Meet~ginOrlando'andjoin ~s f~r abigger, better, brigh~er SRA
. '. ,-_. . . . -, -' " '. .-.. '..... '. ..
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S7Di8ney's lnnovatwn inAction
See the Walt Disn~yWorld Resort as

. you've never seen it before! This behind­
the-scenes seminar showcases the

innovative systems and technologies in
. . use across their 43-s,quare-mile prop­

erty, you'll visit locations that most.

guests never get to see for a firsthand
.1ook at t;he role these innovations play in

, the delivery of the Disney "show," The
"semina'r begins w!th'8 presentation

highlighting the major events in Walt

Disney's :career which culminated in th'e
deveJopm.ent of EpeOT.Participants·" ,
visit a variety of locations to see these,
innovatlve'systems andtechnologies,.

in use:,the Tunnel SystemJ"Utllidor"
beneath the Ma'gi~ Kingdom Park,

Magic Kingdom Wardrobe, ProduCtion
'Center-show rehearsal and parade'

, . float storage facility,.Walt Disney World
. . . Nursery and Tree Farin; Community'

.. ,Wa'stewater Treatment Facility, North'

:Service Area-manufacturing, laundry,

, food processing and .ener9ys'ervices
facilities. All participants wHl receive a'~

'. ' '~omplimentary copy of a booklet titled
'. ," Innovation ,;1 Action at the 'conclusion"'

"

of the seminar.'

S5'J'I~~;:Ofit:C~ipo;at~m," :", ','. s·~' 'P~rson~lMan~~~e~l~) .:<:......
'. ;Affiliated:wiih'tiie:Dei}(irtin~nt of···>'Research·Enviionme~. '.' . '"

Veteraris~ Affai~'and Academic .' .,'. '."i' Hu~a~ '':~$'ou;:~e ~an~'ge~e~t!s ~~'"
·-Institutions: AWorkshop' ", 6ften·~overiookedcomp.6ne~tof " " ,

c', :~"1"· nt"1: ' ",,, :"," " . research a~minjstration,This workshop
oncenung mporta ssues .. , '. f' 'd" k'il. ' , . , .' ,.' ',,,' ocuses on provl mg SIS to resolve',

ofCoiport"ftion-Esf:abli8~ent. . perso~nel proble~s, how to handle:the

and S'uccessfurOjJ~r(,,'i;,(m' ,ma'rgiil'ale~ployee,negotiation~es6Iu-
:i-h13 'se~irial' ';"Hl~o~~jde; ad~antages, ··'tion b'etween conflicting parties, conflict

mechan;"sms and reiatiOnships that of interest and general.strategies to help

nonprofitc'orporations have withaffi- maximize human resources.

liated ul1iversities and governments. ,In S p e a:k e.; .
. particular, the consequences of a legal. Kathrine M, Reed, Associate Provost:
spinoff from aparent organization and for Mana.gement, University.ofVirginia

the contin~ingnatur~of t relation­

ships will be explored , a~ to enhanc
t ve ';~ of free-

andi g nonrmfit c rpora ion vis-a-vi
ther ax-exrpt 0 anizations w'

S pea k..e.:.r $ .

Richard F.. Levine, Associate Chief of
~taff for Research 'and Development,
Veterans' Administration Medical ,,: ..

Center, Washington,·D.C.•

J~~nn T~eat, Preside~~, 'Texas A&M' ,

Research Foundation ,

.'~~M/~'~' ..".' '5', .: .'. ',' '.'
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~ vV'v~ .,7 "•
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X16 Evaluating the Research'
.Support Office ..
H~v..: is' your research support office
evaluated? Why do you need to evalu~

ate? Who should evaluate? The cum~'nt
environment for accountability, down-

, '. sizing and competing priorities makes

.formal evaluation of research support

offices a critical area for attention. Par·
ticipants will interactively examine this

topic: from a variet'(of perspeetives.

Dis C U J d Q Ii L e ad'e r
Per19Y S. Lowry, Director, Assistant Vice
Chancellor, Office of Research Services,
University of Illinois at Urbana­
Champaign

lu An;'; SweeJey, Assistant Director,
University Personnel Services;
University of Florida

X13 Contract Negotiation
This session will focus' on current issues
in contract negotiations. Participants are

reque.sted to bring questions!issues to

the session. . ".,

D i $ /u $ d'o' n j; e a i ~ r s··,
Jerry Go Fife, Director, Contracts a'nd
Grants, University of North Carolina at
Chapel Hill

Frederick a Mesier, Manager, Co;'lt~~cts .
. and Grants,Texas A&M Research .'

Foundation '.'

........ .' ~. .

· .~ ':" .
>.c." ..

. '",

• ~~o' '~~~~':U'I~$:~e~'inC:are~/ ,'::,., , ,X11 :Elh~:Hou;Does]t Apply to X1S', NaliortaIAsso~ia'iioti'of VA"

Development: .The SRA Task Force" Research Administra'tion? > .." .:':' > :.·:N~np~ofit CorPorations: ~:
· Th~':SRA'T~~'~ F~rb'~ ~n' C~'reer 6~v~loP'; '.' An in~eractivediscussion ";;';iIl addres's: . ". b;,. Levine wHi I~ad a 'dlscussion on the

ment is pre$en~ty Working. to:enfiance, ;' . va'rious topics in the area of ethics and 'topic of the National Association of VA
r'es~arctudminlstrationas' a pr'ofession researchad·mjriistration. Partlcip'ants a e 'Nonprofit Corporations. Thissession '

, and care~·r.Thj.s,~brk is ~ri~.lcal to all encouragedto 'bring sample cases for "";ilI serVe to inform VAadministrato~~of'
.. SAAmembers arid to our institutions:, discussion , ' the·~erits·of such an organl;tation and
, and em.'ploye.rs~ This session; led by th~' .', .' L" '. . 'wm apeprise them of the process and. Dis,cussiOll' e'aders .

task force. co'-chairs; will s~are views of" Judy A. Emery, Direc-tor, Sponsore'd support to date for the establishment cif

the task force and con!>id~rstra'tegies .: - Progr!3ms, Dartmouth Medical,Center such an organization.
... ". and activities that will'strengthen one's D ,,' .'., C L d .

, John R. Ward, Bursar and Director of ' is c U 8,f ion C e a e r
,. '.. ', pro,tes,siona(standing and, capab, iiities. , . C

Student Financial Aid, UniversitYof:.Richard F. levine, ASSOCIate hief of
" S Psa k e 'r·';f.· ,-, " Colorado Health Sdences Center Staff for Research and Development,
:" 'Regina A: Smith, Assistant to the. Veterans' Affairs Medical Center,

. .' .'. DIrector,. Office of Sponsored Programs, X12 .How Do Yt>u Handle a Washington, D.C.

•U~iversitYOfAra~ama. , '. Difficult EmploYee?
....: David L;'Entin, Assistant Dean for , .'

." . Research, University of Massachusetts The group will discuss the problems,
M'edical School' encountered from both the administra-

'... tor's imd the personnel services prof~s.·

.• ·c1'·t 'itn~:~[ and Human sional's perspective.
, . , ,.... ;'. ',. Di8C'U,f,fion' L:ead'er's
.'::,- Subject Issues'~ '.'
.'. .' , • C ., Everett Emino, Assistant Dean for
'.. ':' ;'i-hi~'~essio'n'~i1i explore curre~t u~e of .Research, Institute of Food and.

. ·:.:',·~nirrials and humans .in biomedical Agricultural Sciences, University 'of
~. :rssearch. A case study format will be Florida

.. used; onecase stUdy concerning ani­
mals and. one dealing with human sub­.,.

'. 'je,cts.will be presented. Dr. McCarthy
'. 'c' . will give an analysis of each case,

, :'.',s'-p ~ ~'1/ e'r" '

.' Charles McCarthy, Director, Office for

:' Protection from Research Risks,

, , :; ~ational.lnstitutes of Health

....

" .
,.'. .' ~..:

, - :.

... :

: ....

,.': .:'

"

. ....
X14 Potel}-liaJfor Growth:
Industry.. U~iversitY.R~laiion.shfps
Participants willexamine the rote of the'
research administrator as a catalyst not
only in establishing, but also in maintain­
ing and improving upon 'suc~essful
collaborations with universities and·
rndustry~ .'

", r·· "." ....

: ~.

D i $ C ~ ! $ i Q n . L 'e'a d e r

lucy G. Henry, Director, Academic
Grants and Contracts, University of
Nortl) Carolina.
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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, Secretar)'
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.

Naney 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 S14.632 $14.661
Care billion billion hill ion billion

Res- $227 $242 $242 $232
earch million million million million

Washington Office Established

Effective July IS, 1992, the Association opened offices at 311 Massachusetts Avenue, NE,
Washington, DC 20002 within The Office of Lynn Morrison. Ms. Morrison maintains a
,,veil-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, including 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 UniOli 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 Subcommittees will appoint Members to serve on a conference
Committee 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 Developmet snafu.
The NAVREF Washingon office is working with the House VA Appropriations Committee
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
Foundations 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 ofNAVREF's primary objectives is to educate its members. The talent, expertise
and experience 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 ourselves, 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 time 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.

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 Research and Education
Foundation, Inc.

Augusta, Georgia
Augusta Biomedical Research Corporation

Chicago, Illinois
Chicago Association for Research
and Education in Science

Knox'Ville, Iowa
Knoxville Association for Research and
Education in Science

Name of Foundation _

Membership Form

Ron Flink, Chairman of the Board

_ Enelosed are my annual dues

Please send more information

Boston, Massachusetts
Boston VA Research Institute, Inc.

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

Kansas City, Missouri
Midwest Biomedical Research 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,(00) _
(minimum: $50.(0)

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
j. Annual dues for 1992 (All memberships are based on NAVREF's fiscal year,

June 1 - May jI.)

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
Institute for Clinical Research, Inc.
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Page 3

There will be aNAVREF 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 XIS
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 ofNAVREF issues in VACO
Future educational seminars
Outlining governance ofNAVREF
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 XIS. 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

Name _

Foundation Name _

_ I am registered for the SRA meeting and will attend Interactive
. Session XIS.

__ I will attend the NAVREF Membership Meeting

_ A representative from my foundation will not attend the
NAVREF Membership Meeting. Please send me all handouts.

Please return form to NAVREF, 311 Massachusetts Ave., NE , Washington,
DC 20002.

Can you answer this question?

Afull-time VA nurse wants to work part­
time for your foundation. Is this permissible
and if so, on what basis should she be paid?

Foundations that have not yet joined
NAVREF were recently sent a "quiz" testing
their knowledge of the ins and outs of
operating, managing and funding a
foundation.

Learning the eorreet answers is just one of
many reasons to join NAVREF -­
today!
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The Senate Subcommittee's report on the bill contained very strong language condemning VA for "reprograming" the Career
Development funds without seeking the approval of the Appropriations Committees. The Senate bill also contains no specific additional
dollars to help the research 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 102-356, 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 DoDNa Cooperative Research Funds
Eyes Set on Senate to Match $30 Million Level

With the backiing of House Committee on Veterans' Affairs Chairman G.V (Sonny) Montgomery, the House has approved $30 million
for DoDNA 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.

Senate appropriators must also 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 Subcommittee On Defense urging that the Subcommittee meet the same higher funding level as the House in
their recommendations. According to Curre'nt best estimates, the Senate Subcommittee 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 20002
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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 to be routine in nature,
attempting to assess how the
foundations are operating and
progressing, not in response to any
particular perceived problem.
NAVREF will be in contact with the IG
as plans and schedules develop, and
will keep the membership informed.

NAVREF Board of Directors

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

Dallas 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.

Naocy 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

Memorandum

VA Nonprofit Foundations
Dennis Smith, MD
Associate Chief Medical Director for R&D, DVA

Subject: NA\'REF

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

When I first became aware that 501 (c) (3) foundations were being set up within the VA; I
applauded even though at the time I was not associated with the VA. When I accepted this
position, my applause and enthusiasm grew as I learned that legislation had legitimized the
foundations, yet kept them independent of the burdensome and restrictive bureaucracy that
pla!,'Ues 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 enjoys a board of directors that is concerned, informed and active,
supported by an impJ:,essive 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

Nominating Committee for Board Elections
A nominating Committee has been formed to prepare the slate for board of directors
clections that will take place at the NAVREF Annual Meeting, tentativcly scheduled
for June 1993. The members of the Nominating Committee arc:

Chairman Richard Straight, PhD Salt Lake City, VT
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 I) 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 latcr than April 1, 1993, A
slate of no more than twelve nominees will be prepared by the Nominating Com.

.,.-------'"
NAVREF'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
foundations as well as those planning to join in the near future.

Mr. Flink opened the meeting by asking a representative from each foundation to
introduce him/herself and to 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
Development, 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 ofNAVREF.

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

Nancy Parks, admini~rative 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 with discussion of the goals ofNAVREF, the role it can play
and the need for increased membership and participation of members. Thank you to
all who attended andlor contributed to the meeting.

NAVREF
Members to Date

Augusta, Gcorgia
Augusta Biomedical Research Corporation

Boston, Massachusetts
Boston VA Research Institute, Inc.
BrocktonlWest Roxbury, Massachusetts
Brockton/West Roxbury VA Research
Corporation

Dccatur, Gcorgia
Atlanta Research and Education
Foundation, Inc.
Hines, Illinois
Chicago Association for Research
and Education in Science

Kansas City, Missouri
Midwest Biomedical Research Foundation

Knoxville, Iowa
Knoxville Association for Research and
Education in Science

*Little Rock, Arkansas
Biomedical Research Foundation

Manchester, Ncw Hampshire
Friends {)f VA Research

*Mcmphis, Tennessee
Research Incorporated

*Miami, Florida
South Florida Veterans Affairs Foundation
for Research and Education, Inc.

Oklahoma City, Oklahoma
Veterans Research Fouudation

Palo Alto, California
Palo Alto Institute for Research
and Education, Inc.

*Salt Lake City, Utah
Western Institute for Biomedical Research

San Dicgo, California
Veterans Medical Research Foundation
of San Diego

San Francisco, California
Northcrn California Institute for
Research & Education, Inc.
Seattle, Washington
Seattle Institute for Biomedical and
Clinical Research

Syracuse, Ncw 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

FY 1993
$14.6 billion
$232 million
$30 million

FY 1992
$13.5 billion
$227 million
$20 million

VA FUNDING
Medical Care'
Research
DoD/VA Research Transfer



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 VNfoundation 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/Fmmdation Employees

The following opinion 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 (I), 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 employees 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
elinics in which they regularly work. However, when
perfonrung 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), all 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. .

Ob:iously, when a person has two different jobs with two
entlfely dIfferent employers, working, for instance, 40 hours
for one and 20 hours for the other in the same week neither
employer owes overtime. '

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
Jomt employership will be found concerning an employee's

work for two separate employers unless both employers are
"completely disassociated" and, conversely, will be found
where the work "simultaneously 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, Seey of Labor v
Radio-TV Com., 16 WH 372 (D.Hi. 1964), where an
employee worked a forty hour work week for a 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); Seey of Labor v. Office Commun. Co., 17
WH 84 (MD NC 1965) -- joint employership created
overtime liability 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 warehouse to perform undercover
surveillance. Joint employership was found because the two
employers were not acting "entirely indepenqerit of each
other II nor were "completely disassociated ll 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 research 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
employee 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
All 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 Washinf,'lon 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 IS, 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
Veteraus' Research and Education Foundations
311 Massachusetts Avenue, NE
Washington, DC 20002

Important Member Information
and Legal Opinion Inside



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

o Promoting the goals of VA research
foundations

o Conducting educational seminars for members
and other interested persons

o Promoting the highest standards of foundation
organizational and financial management

o Advocating legislative 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 Alfairs Central Office.
Professional staff handle administrative and
financial matters, coordinate acti\~ties 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 \11th 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 common interest in ensuring
that all DVA foundations are managed in
accordance with 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 Alfairs' research mission.
These foundations provide a flexible funding and
administrative mechanism for private organizations,
including for-profit corporations, to support research
conducted by the DVA.

In 1991, sixty-two veterans rescarch 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 Alfairs.

In addition to supporting a broad variety ofresearch
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 reduced 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

o Developing a Bank of Legal Opinions on
Foundation management

o Developing a Foundation Management
Handbook

o Exchanging Fundraising Advice among
Foundations
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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

Barbara West
Executive Director

Richard Fuller
Washington Representative

Lynn Morrison
Polic)' Director

Professional Staff

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

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

NAVREF Board of Directors

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

Richard F, LeYine, MD, Treasurer
Institute for Clinical Research,
Washington, DC

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

NAVREF Members
Augusta, Georgia
Augusta Biomedical Research Corporation

Boston, IVIassachusctts
Boston VA Research Institute, Inc.

Brockton/West RoxbuI}', !\bssachusetts
Brockton/\\'est Roxbury VA Research
Corporation
Decator, Georgia
Atlanta Research and Education
Foundation, Inc.

Hines, Illinois
Chicago Association for Research
and Education in Science
Kansas City, Missouri
l\'1idwest Biomedical Research Foundation
Knoxville, Iowa
Kno:.....vilIe Association for Research and
Education in Science

Little Rock, Arkansas
Biomedical Research Foundation

Louisville, Kentucky
Clinical Research Foundation, Inc.

Manchester, New Hampshire
Friends of VA Research

I\'1emphis, Termessee
Research Incorporated

l\1iami, Florida
South Florida Veterans Affairs Foundation
for Research and Education, Inc.
Oklahoma Cit)', Oldahoma
Veterans Research Foundation
Palo Alto, California
Palo Alto Institute for Research
and Education, Inc.

Salt Lake Cit)', Utah
Western Institute for Biomedical Research

San Diego, California
Veterans rvledical Research Foundation
of San Diego
San Francisco, California
Northern California Institute for
Research & Education, Inc.
Seattle, 'Vashington
Seattle Institute for Biomedical and
Clinical Research
Syracuse, New York
Central New York Research Corporation

Tacoma, 'Vashington
.-\merican Lake Research Association

Tucson, Arizona
Biomedical Research Foundation of
Southern ..:\rizona

Washington, DC
Institute for Clinical Research, Inc.
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INDEX

Focming :Il nonprofit ca: poratioo.
Introduction
Public Law 100-322, Section 204
Who decides if one is needed
How to get started
R&D Committee for approval
Legal Assistance

When ccrporation is approved
Notification to ACMD for R&D
Presentation to Clinical Executive Board
Presentation to Administrative Executive Board

Regional Counsel Assistanre
File Corporation with State
Bylaws
Articles of Incorporation
Apply to IRS for Recognition of Nonprofit Status

Nonp['(u: Corporation Status with the IRS

VA Assistanre Available
Space
Utilities
ITS telephone lines
Copier

Put-pose of the Cocp<ratioo.

Sourre of Funds

Board of Directors
Mandated Directors
Oother VA Directors
Non-VA Directors
Compensation for services rendered by aBoard Member
Changes to Board of Directors
Who Appoints the Officers
Duties of the Officers
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Page

Fr!.1; Board of Directors Meeting 6
Approve Bylaws
Approve Directors (other than mandated directors)
Appoint Officers
Determine duties and responsibilities of Officers
Decide whether to use a fiscal year or a calendar year

Make sure decision is in Bylaws
Set overheadlindirect costs or charges for administering
Determine Principal Investigator eligibility guidelines
Determine travel cost guidelines
Standards of Ethical Conduct & Related Responsibilities of Employees

Obtaining Outside Counsel. 7
When needed
Reporting summary of services and charges to District Counsel

Reasons for Hiring. CPA 7
Exemption Application for State Taxes
Exemption Organization Annual Information Statement or RetUrn for State
IRS end of year report (Form 990)
Periodic Report to Attorney General of California

(May not be necessary in your State.)
Industrial Classification Statement for State

Projects 8
Research projects

What approvals are necessary
Education projects that relate to research

What approvals are necessary

More than ooe Medical CenlB' projects being administered 9
When legal "
Who must be added to Board of Directors

Con11iet of Interest 9
Standards of Ethical Conduct ...

Benefits of the Nonprofit CorpocatiOl1 vs. VA FUJ1ding 9

Corprrate Seal 11
How to obtain
When to use

ii



Statement by Domestic Nonpt'ofit Cocpl:lf'ation to State (fee)
How to apply

Directors and Offiars Liability Insurance

General Liability Insurance

Business PerSOllal Propat, Insurance

Commercial Package Policy

Nonprofit Corpcntion Annual Report (fer VACO)
What is required
When is it due

When Principal InvestigatCl" leaves
Leaving the VA system entirely
Moving to another VA
Moving to another nonprofit corporation
Who owns equipment
To whom equipment may be transferred
Who pays for shipment of a:;,uipment
Private ownership

Federal Technolagy Transfer Ad; and Ownership. Etc.
OWnership or control of patents, copyrights, etc.
Previously unpatented inventions
Disclosure, Evaluation and Commercialization of Inventions
FITA rules

Letters of Agreement
Wording
"Generic" Paragraphs
Agreement Signature Blocks

RDIS Reports

Corporation Mailing Address
U.S. Post Office Box
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Doaatioo,
Funding that may be accepted

HOflCll"ariumJI
When legal to accept
What to do if not legal to accept

General Post Funds
How to transfer funds to the corporation
What approvals must be obtained
Official memo format with appropriate VA signatures
When approved, how funds are received

Funds ReceiM
Where to deposit

. When to deposit
When check is in P.L's name

Letter to IRS for P.L

Bank ACO'lJtlt::s

Federal insured bank
Money Market accounts
VA Credit Union - when needed

Supplies

Expenditure Types

Entertainment
Complete justification

Otherfupenditures
Services
Postage
Te1ephone Costs

Subject Pa}'ll1ent:s
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Equ:ipment
Ownership
Tagged and recorded

Persoonel. Employer Services Staff
Salary determination

Illness and Injury Prewntjon Plan - Senate Bil1198 SEC. 10.
(Section 6401.7 is added to the Lsboc Code)

Outlined plan
Safety Inspection Reports
Reports of Unsafe Condition or Hazllrd
Safety Action Reports
Occupation Accident, Injury or Illness Investigation Reports
Training Verification
Supplemental Training Verification
Safety Meetings
Documents that must be at the work site

Cocpa:atiOll Staff
Salary determination
Rules if also a VA employee
Without Compensation
Visas
Benefits

Employee FedeNl1 Taxes
How often paid (biweekly, monthly, quarterly)
Federat Tax Deposit Coupon
Quarterly reports

Annual Tax Fot"1IU

Form W-2s
Form W-3
Form 1099s
Form 1096

Employee State Taxes
How often paid (biweekly, monthly. quarterly)
Scare Tax Deposit Coupon
To whom paid
Quarterly reports .
Annual reports

Form DE-43
Form 596
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EVA Salaried Employees Werking fer the Cocporatioo

Supplementation of Salaries ThrOllgh VA Nonprofit Corporations

Consultants
Hire as Employees?
IRS Form 1099 annual report

Intergovernmental Persannd Act (IPA)

Travel
Rules for corporation employees, both WOC and VA employees
Administrative Leave for paid VA employees
Acceptance of gifts, i.e. travel expenses f=

Suggested Restrictions foe Travel
Restrictions on expenditures
Corporation traVel
Government grant funded travel

Government Grants
What is involved in administering
Monthly estimates for each grant for coming month
Quarterly reports - includes all grants combined

u.s. Dept. of Health and Human Se'vi.ces Grant Requirements
Initial Assurance Regarding Procedures for Dealing with and
Reporting Possible Misconduct in Science
Animal welfare assurance
Human Subjects assurance
Civil rights
Nondiscrimination, etc.
Certification Regarding Drug-Free Workplace

Interest Earned 011 Federal Grants

How to Transfer Government Grants from VA to Cocpocatian
Leuers required
When to begin
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Indirect Costs fer Government Grants
Who determines rate
How rate is determined
How to estimate for the firsctime
How to update
How often needs to be updated

State Grants
Limit to indirect costs
What is involved in aDministering
Quarterly reports

Reimbursement fer Medical Center Assistance
Set up corporation account in Service name

How funds may be used legally

Investment af Funds

Adminstutive Charges
OverheaD

Research projects
Educational projects
Gift money
Activity Charges

VA Circu.bu:'s

OMB A-133 Audits

Appendices Inda

vii
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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 actjvitjes.

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
corporation and determines the specific duties and responsibilities of the
office.

The Medical Center Director. or designee notifies ACMD's for R&D
(15C) and Clinical Affairs (110) that a nonprofit research corporation has
been estab1ished.

The offi ceres) app1ies to the U.S. Interna I Revenue Servi ce for
recognition of nonprofit status of the corporation.

When the corporation is approved, notification should be made to
both the Clinical Executive Board and the Administrative Executive Board.

Each corporation should seek recognition from the U.S. IRS as a
tax-exempt corporation under section 50lCc)(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
Counselor retain private counsel on any legal issues confronting the
corporation, including those relating to employees, such as conflict of
interest, labor 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, Regional
Counsel may, on request, act as its legal counsel and provide legal
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 legal 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 D.Q1 be on the Board or serve
as an officer, but can be an invited guest at your board meetings for
guidance.

In general, your Regional Counsel will assist you in the following:

File corporation (fee)
Assist in preparation of the Bylaws
Assist in preparation of the Articles of Incorporation

(Remember to state who is allowed to be a "member.")
Apply for nonprofit corporation status with the Internal

Revenue Service (Form 1023, App1icat ion for Recognit ion of
Exemption Under Section 501(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 IRS for additional
information by return mail before they can determine that the corporation
meets all legal requirements. Th'e additional information requested will
include:
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A detai led list of currently funded research projects adm ini stered
by the corporation, ,
An explanation of the research, etc,

A list of the Board or-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
app 1icab1e support test during the advance rul ing peri od," Thi s provi si onal
fuling will become Final and the following year will become the
Provisional ruling period, You must establish that has been a publicly
supported organization, If so, the corporation will be classified as a
section 509(a)( l) or 509(a)(2) organization as long as the corporation
continues to meet the requirements of the applicable support test.

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 copier may be compensated by purchasing either
copier paper (for the replacement of that portion used by the corporation)
or like 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 Corporation

The purpose of a nonprofit research c"i:wporation 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
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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

At least two individuals who are notempJoyees or officers of the
Federal government must be appointed at non-VA Directors. Additional
non-VA Directors may be appointed, if desired. It is a requirement that
these non-VA Directors be familiar With biomedical research.
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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 shall be limited to $100 for each full meeting of the board of
directors, held outsjde regular duty tours. If the Bylaws so state,
directors and officers attending the meetings shall be compensated for
trave1 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 SOl(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 shall appoint a president and/or an Executive Director
for the general operations of the corporation and shall 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:

1. 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 I, 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 VAand the Comptroller General of
the U.S,)
4. Submits an annual report to the Chief Medical Director, through
the ACMD's for R&D (lSC) 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 report prepared by an
independent CPA) the annual receipts and expenditures, and it
IRS Form 990 (tax-exempt corporate return), when
applicable; and

(d) includes copies of the signed and dated annual
acknowledgements of "Standards of Ethical Conduct and
Related Responsibilities 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
List the duties- and responsibilities of the Officers
Decide whether to use a fiscal year (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 OF 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
corporat ion; thus, Regi ona1 Counse1 woul d 1ean towards agree ing 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 questionable 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
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6. Prepare year end financial statements and aUdits, when
necessary. While aUdits are only required biannually, an annual
report is actually more efficient for the following reasons:

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

b. For office efficiency reasons.

c. For Board relations. Outside Board members will feel a
level of security and satisfaction knowing someone is
audi t ing the books annua lly. .

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 Bylaws.

Projects

All research projects mustreceive 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.

All research related educational projects must be approved by the
appropriate Service Chief, the Chairman of the Education Committee, the
ACOS for Education and President oT the corporation. (See Appendix B for
samp le approva I memo.)

The responsi bi 1ity of the sci ence for a11 research projects are the
same as VA projects.

Your affiliated university may impose other restrictions. In
Palo Alto, California, Stanford University will not allow the corporation
to administer any federal grants whose prinicipal investigators or
university affiliated. Additionally, they will not allow 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.
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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 one medical
center. If 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 corporation 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 I,
Chapter 00).

Confl I ct of Interest

Each 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, Eadl
board member and each VA employee so involved with the corporation
shall submit to the 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 regUlations. (,See Appendix C,) A good time to do this
is at the same time as the annual meeting of the Board of Directors. It
wi 11 be necessary to cross of parts of the statement that does not apply to
non-VA Directors. signing of this form in mandatorv,

BenefIts of the Nonprofit Corporatlon VS. the VA FundIng

The nonprofit corporations have made doing research easier by
improving the quality of assistance for its' investigatqrs. 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 duties
performed, without the hassle of writing and rewriting position
descriptions that never seem to meet the quality of skill necessary
to attain the grade equal to the salary such duties the superviso
feels the employee should earn.

b. Employees 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 to receive the equivalent of a step
increase, but could certainly fall into a less negative evaluation as
is needed ttl prevent a step increase in the VA.

d. Investigators are allowed to purchase .us..e..d. equipment, as
long as the warrantee is the same as for new equipment, thus
saving thousands of dollars in purchasing power.

e. There is no de lay 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 bi lls When they are received from the P.1. or vendor (after
confirming goods have been received,) This creates a positive
relationship between the co'rporation and the vendors.

f. 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 aricles 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 WOC
(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 Federal 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
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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 researche~

An individual holding a 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 policy may be obtained for coverage of damage to
corporate property/equipment. 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 excepti on of the D&O Insurance.

Nonprofit Corporation Annual Report (for VACO)

An annual report is to be prepared providing a detailed 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.
encouraged, 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 990 for the previous year

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

When Principal Investigator Leaves

The nonprofi t corporat i on owns a11 the corporate property.
Corporate property can only be transferred to another tax-exempt entity.
If the principal investigator leaves the VA, the equipment and funds
remain with the corporation, unless another nonorofit 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 A"ct and Ownership of Patents,
Copyrights, Royal ties, 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 to
the IRS that:

"Ownership or control of any patents, copyri ghts, processes, or
formulas resulting from the research being generated by research funded
through the (nonprofit corporation name) will remain with the United

. States as to any inventions that are created on government time, using
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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 501 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
laboratori es to execute such agreements. 15 USc. 371 Oa (a) (1). Through
regulation, the Secretary has delegated this authority to individual VA
Medical Center Directors. 38 C.F,R. 2.83.

VA nonprofit corporations may enter into commercialization and
and licensing agreements; however, all proposed agreements must first be
submitted to the Office of General Counsel, Attn. Neal Lawson (024),
Department 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 1icensing. License agreements may be exclusive or partially exclusive.
37 C.F.R. 404.7. VA patent rights to an invention may be waived in favor of
a private 1icensee pursuant to an agreement; however, the FTTA requires
that the Government retain a nonexclusive 1icense to practice the
invention for governmental purposes. 37 C.F.R. 404.7(a) (2) (D,

The FTTA was created specifically to legitimize the
direct sharing Of invention profits With inventors. VA applies the
provisions of 15 USc. 371 Oc in considering distribution of royalties,
permitting payment by the Government of at least 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 adm'inistered 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.
O.G.C. Adv. 27-90.

Wording of your Letters of Agreement

A nonprofit organization whose majority of research is composed
of testing drugs for pharmaceuticals as required by FDA or research done
to test drugs prior to marketing does not meet 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." In other words, it is not what
you 00, but about what you S-a't 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, Proposals 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.

CONFI DENTI ALiTY

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 (DONOR) 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 right of the
investigator to publish the study results in the scientific literature,
These results, their underlying data and conclusions drawn from the study
will not be publiCly disclosed orally or by submission of a manuscript
until (DONOR) 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
concluded 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 employee 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."
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The signature blocks for these proposals should read as follows:

AGREED TO AND ACCEPTED:

Donor Repcesentative

Signatnre of. ACOS, R&D

"SigmRture of Exec.. Directod President

RD IS Reports

Title

Title

ACOS,R &; D

Exec.. DirectorlPresident_
Title

Date

Date

Date

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 RDt S Project Report annua ny.

Corporat j on Mall jog Address

It is preferable for the corporation to have its own mailing
address. For a small fee, a P.O. Box located in the VAMC's Post Office
would be more convenient. This separate address prevents corporation
mail being m1srouted through the ry1edical 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 sessi ons or other 1egit imate academ ic functions. All checks
must be made payable to the corporation. Funds donated in support of a
particular activity can be accepted only if the responsible investigator
holds an appointment at the VA Medical Center or Clinic.
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Som'e 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, ;,e, if the funds may be used for salary, supplies, travel,
or at the discretion of the investigator, (See Appendix, OJ

Honorariums

The honorarium ban contained in 5 c'F,R Part 2636 became
effect ive January 1, 1991, 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 one year later, an
amendment to the honorarium ban became effective as an Interim
Regulation. (5 c'F,R. 2636,203(a)( 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 related
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"

Interpretat i on of thi s exception re1ies on an informa1 advisory
opinion from the Office of Government Ethics, (85-18) On page 596 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 operations
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
:-esponsibilities, policies, and programs...

In iieu of accepting honorariums, investigators (who are not sure if
they meet these excepts) may request that a donation be made to the
nonprofit corporation in support of his/her rese~rch.
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General Post Funds - How to Transfer to the Corporation

38 U.S. 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.)

If the General Post Fund consists and multiple donors, you need
only check the ba1ance in the fund and go back to the 1ast 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 senti

Funds Received

Any check that is received should 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

C;,Otige in the fund total in their account. (See Appendix H,)

A record should be kept of all deposits made. This is called a,
"Cash ;~eceipts Journal." This journal will be needed for your annual IRS
990 report, and the annual report you make to VACO.
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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 Union should also be opened.
This account would be used primarily for donations 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 taxes!)

Suppl ies

Supplies 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 I.)
The Executive Director will insure that sufficient funds are available to
cover even a higher than anticipated cost. The President and Executive
Director are the only persons authorjzed to make commitments of the
:xporat i on 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
gover;';ment discount if they are informed that your corporation is a VA
nonpro:'it corporation. Some vendors will request a letter advising them
about your corporation. (See Appendix J.J .

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



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

Expenditure Types

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

AD ADP EQUIPMENT
AN ANIMALS
BO BOARDING ANIMALS
CI CIT CONTRACTS
CP CPA CHARGES
CS CONSULTANTS
CT CONTRACTS MISc.
DU DUES
EN ENTERTAINMENT
EQ NON-ADP EQUI PMENT
IP IPA CONTRACT
LE LEGAL FEES
HI MISe.
MM MEDICAL MEDIA
OH OVERHEAD
PO POSTAGE AND MAl LING
PR PRINTING & PUBLICATIONS
RE REGISTRATION FEES OR DUES
SA SALARY
SE SERVICES
SF SUBJECT FEE
SO SOFTWARE
SU SUPPLIES
TA TAXES
TE TELEPHONE CHARGES
TV TRA VEL EXPENSES
TY TYPING CHARGES
WC WORKMENS COMPENSATION
XX COPY CHARGES

All expenditures, such as the purchase of suppl ies, 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). Additionally, it 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), What (a speech, a meeting),
Where (location), When (date and time) and Why (purpose)." These
answers will cover the questions 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,)

Sub j ect 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
~ecessary for IRS reporting in case they receive $600 or more in a year.

E. . !ipment

Equipment may be purchased by corporation from the vendors
recomi~cended by the investigators. If 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 with the corporation label
and recorded separately.

Personnel Employer Services Staff

I strongly urge all corporations, no matter how small, to hire a
personne1 servi ce to handle your payro 11, payro 11 reports and month ly 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-} for the Social Security Administration. This
is a tremendously time consuming job and it will be well worth the small
administration fees.

If you have hired a Personnel Service 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
have the legal work documents. An application package is supplied by the
Personnel Service.

All corporation or Personnel Service employees must be recorded
:ith the VANe as WOCs. This is for their own protection in case of

Jry, etc.

Salary determination

The salary of Personnel Service employees is determined by the
supervisor. If the employee is also a full time salaried VA employee, the
salary will depend on the work done for the corporation. If it is basically
the same work done while a VA salaried employ..a.e., 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 djfferent than the VA salaried dutjes, 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 last 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 small percentage
of time that inevitable will be used on corporation business, i.e.
answering phone or office inquires. This is acceptable. 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
i\ppendix M,)

loess and Injury Prevention Plan

Senate Bill 198 SEC. 10. (Section 6401.7 added to the Labor Code)
requir'es that an Illness and Injury Prevention Plan must be established.
This should inclUde:

Outlined plan
Safety Inspect i on Reports
Reports of Unsafe Condition or Hazard"
Safety Action Reports
Occupation Accident, Injury or Illness 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 1-9 (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
injury, etc.

A timecard for each employee must be submitted at the end of each
pay period. (See Appendix R)

Benefits

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.

(mployee Federal Taxes

If you do not use a personnel service, you must pay the Federal
;'es in a timely manner. If you estimate you will have more than $500

to Jay 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 quarter 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 requi red quarterly report. Thisis 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 $600 or more, and a Form 1096 as a cover page. Each
employee will need to receive a W-2 set for their individual taxes. Each
consultant or person who did service will need a set of Form 1099,

Employee State Taxes

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

If you estimate you will have more than $500 t<? pay in one quarter,
you should be making periodic deposits to the State each pay period, or
monthly, 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
3re Form DE-43 and Form 596.) .

VI', Salaried Employees Working for the Corporation

VA employees who are qualified to provide needed services while
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 9fficial is usually the the
medical center director.
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Supp1ementati on of Salaries through VA Nonprofit Corporati ons

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
emp1oyees may work for and be compensated by a VA Nonprofi t
corporation during off-duty hours, irrespective of the "TNS," subject to
the legal strictures on outside employment. Those strictures generally
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 dollar limit on
lawful outside employment.

Can VA physicians obtain a portion of their total 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 performed
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 be listed asa 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,
qual ifications 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
be provided for consultants.
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If your consultants are not employees, you will.need for submit a·
Form 1099 Misc. for all consultants, 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 employees. 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 js pajd $600 or more annually
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 people handle the IRS reports.

As stated above, you must fi le and IRS Form 1099 at the end of the
year for each person who is pajd $600 or more annually. This not only
includes people paid for services (whether a consultant or a person typing
reports on their own time), but also any person who received $600 or more
for being a research sUbject!

Intergovernmental Personne 1 Act CI PA)

Your corporation meets IPA mobility assignment program
eligibility requirements and is eligible to participate in the IPA program.
IPA mobility program regulations provide for the certification of a
nonprofit organization which has as one of its principal functions the
offeri ng of professi ona1 advi sory, research, education, or deve1opment
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 travel must be limited to a
purpose related 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 corporation must be
approved in accordance with the appropriate Federal Travel RegUlations
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and the policies of Veterans Health Services. This means preparing a
memo requesting approval (See Appendix 5) and submitting VA Forml0­
0101 B, "Approval for Acceptance of Gifts, etc.... This approval allows the
VA salaried employee to travel on Authorized Leave status; thereby being
paid 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 SUbmitted. (See Appendix 1.)

An ACMD for R&D who once said, "The general consensus is 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 wac 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,unless they
are traveling on federal funds. [n 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 purposes of the donation.

Suggested Restri ctions for Corporat ion Travel

On trips, VA and non-VA employee meal expenses may not exceed
the per day amount set up by the corporation's Board, plus a "reasonable"
amount for hotel (determined by the city involved). Maximum
transportation reimbursement shall be limited to the equivalent direct
coach fare by airplane, plUS reasonable local ground transportation costs.
First class airline fare will be appro'Ved only if justified based on
physical disability. Travelers who purchase their own 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 salari ed employees who are traveling on corporation expense, must
have an approval on fi 1e or the acceptance of gifts/money from the
corporation before a ticket may be purchased or· reimbursement for per
diem and expenses can be paid.

Corporat ion personnel traveling 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, "CASHLlNE," can be used by any
recipient organization that has a "Touch-Tone" telephone system.
This method allows you to dial directly into th~ Voice Response
computer located in Rockvi lle, 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 SF 1199A
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.S. Dept. of Health and Human Services Grant Requirements

Listed below is a list of the types of assurances your corporation
must have on file to administer a federal grant. With the exception of the
first three, I would not bother filing any of these other assurances until
notified that they are needed.

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

Animal Welfare Assurance, if appropriate
Human Subjects (IRB) Assurance, if appropriate
Certification Regarding Anti-Lobbying Activities for Contracts and

Grants, Loan, and Cooperative Agreements
Civil rights
Nandiscrim inati on, 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 m~ney, belongs to the
Government. The last payment on a grant will be reduced at the interest
it has eacned.· It is not necessary to keep accurate records of wh ich
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 Transfer Government Grants from VA to Corporation

If the VA is currently administering a Government grant, you will
have to send two letters to the granting agency. One letter from the VA
stating 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 ten 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 diffitult. 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
portion 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 (M.!. 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 (Le. Pharmacy, Laboratory, Nuclear Medicine, etc,)

3. SUbtract from this total all the expenditures for equipment or
major subcontracts.

4. From this new total, subtract any overhead costs paid to the
office/adm ini strat ion.

Divi de the grand tota1 for offi ce/adm in istrat i on by the research
projects grand total. You will have the Indirect Cost Rate percentage.

Example of Calculatjon:
Administration Costs
Less portion that wasequipment

Grand Total

$90,000
-10000
$80,000

Research Expenditures $615,000
Transferred to Pharmacy, Lab" etc. 15,000
Equipment expenditures -50,000
Sub-contracts -:::.-.<.3°~0~0:J.IO

Grand Total $550,000

Divide the grand total for administration by the research projects
grand total, you 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 estimated Indirect Cost Rate
Proposa 1. You will receive not i ficat ipn of your Provi si ona1 Indirect Cost
Rate. After that fiscal/calendar year is over, you wil 1 need to do an
actual 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 period. 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 throughout 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. !n California, it is 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 expendi tures for thei r projects until a bill is
submitted quarterly. If you are taking on a State grant, I 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 $5,000
for part-time employee B. Find out if they will 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 headache!)

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 ljsted in your Direct Coste:
when you are calculating your Indirect Costs. These expenditures are
considered funds from your current Indirect Costs. However, such
expenditures could be considered Direct Costs, jf the expenditures. travel
or interyjews were part of research or an educatjonal research project.
Another way to repay the medical center would be to lease a copier that
research, the corporation and hqspital staff could use. This expense would
be considered in your Direct Costs everyone is also using the copier.
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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. Such
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 loss 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 not ordinarily
constitute an "investment" as they are backed by the Federal Government
and "are direct obligations of, 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. These
are only described as suggestio'!s 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 accounts: .

Overhead

Donatjons
-,

Any funding (drug money, grants; etc.) should include negotiations
for 15% overhead for the Administration account. If 15% is not
acceptable by 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.

Educational Projects

Administrative overhead of 15% of the net income will be charged
to Educational Research funding. 30% of the net income after all
expenses. including administcoiUye overhead wjll be transferred into an
educatjonal account of ACOS for Educatjon with the balance (70%) going
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.

Gift 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.

Actjyity Charges:

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 $500.

Projects/Accounts Of $500 or more

For projects without overhead as a directly bUdg~ted item
(funds transferred in from a General Post Fund or gifts/honorariums
donat ions), the adm in istrat ive expenses will be di rect ly costed on Iy to
accounts of $500 or greater, as follows:

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

b)., Fee for each check deposit made to the account wi 11 be $10;
or $30 per "batch" of 6 or more checks.

c). Fee per check written for each reimbursements wi]) be $10.



d). Fee for processing each order for equipment or supplies
(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. i.e.
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 wi 11 have, it may
be beneficial for the investigator to elect to pay the overhead in lieu 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 of each of the Appendices in this manual.

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

Once funded, your investigators should receive a monthly
statement of their account, which should include 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. I
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 eRC I 0-0024)
dated September 21, 1989

Circular 10-90-115 "Investment of Funds by Nonprofit
Corporations

dated September 6, 1990
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,OMBA-133 Audit

OMS 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: (I) 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 to be
corrected.

Some of the questions asked by the auditors may include:

1. How often is the computer system backed up?

2. Where are the backup tapes kept?

3. Is there a Disaster Plan?

4. Are there accounting ties to the genera1 1edger?

5. Is there a system of checks and balances?

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

7. Is there documentation on bids being requested for equipment
purchases?

8, Is there a procedure for minimizing errors, i.e. does P,1. 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 equipme'nt at least biannually?

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

:';7



12. Does the P.1. 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,1. 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 I.G. will be looking for is sensibility and
accountability, They will look at the corporation's performance and
compliance to the rules. Additionally, the I.G. will ask to review:

1. Art ic1es of Incorporat i on

2. Corporation bylaws

3. Tax reports

4. General Council correspondence

5. 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 Learning and Other Non-Profit Institutions." In particular of
interest is pages 502-509 and 546-548. (These pages are shown in
Appendix U,)
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APPENDICES

A IRS Response Letter

B Educational Request Memo
C Standards of Ethical Conduct and Related

Responsibilities of Employees

D Donor Letter to the Corporation Sample

E General Post Funds Approval of Transfer Letter

F Memo to Fiscal for General Post Funds Transfer

G First Check Acknowledgement Letter Sample

H Memo to PI Regarding New Account Total
I Purchase Order Form

J Letter Introducing Corporation

K Supplies Reimbursement Form

L Entertainment Reimbursement Form

M Services Reimbursement Form

N Postage Reimbursement Form

o Telephone Bill Reimbursement Form
P SUbject Payment Request

Q Employee Timecard

R Request for Travel Funds to be Set Aside

S Request for Approval of Travel Memo

T Travel Reimbursement Memo

U Compliance Supplement for Audits of Institutions of

Hi gher Learni ng and Other Non-Profi t Inst itut ions



Appendix A

A California Nonprofit Public Benefit Corporation

Franklin G. Ebaugh, Jr., M.D., President
Barbara M. Gleason, Exec. Director

Board of Directors:

James C. DeNiro, Chairman
Franklin G. Ebaugh, Jr., M.D.
Margueri te T. Hays , M.D.
Shoichi Kohatsu, M.D.
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

Attn: E.O.G.:4:AHA

Dear Sir:

P,0. Box V-3B
3801 Miranda Avenue
Palo Alto, CA 94304

August 17, 1989

In response to your inquiry dated July 31, 1989, for additional information to 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
grants have been awarded; however, such grallts 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. All 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 data supporting an application for approval. Such
research benefits the VA, the veteran patients and the general public in at least three ways:

(a) It produces new knowledge, techniques or products which lead to the improved
prevention, diagnosis, treatment and control 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 intellectual
enviro=ent required for education program in the VA Medical Center.

~blic Law 100-322 dated May 20, 1988 amended ~8 USC, Chaper 73 ~d :',?-uthorizes. the
establishment of a nonprofit corporation at each VA medlcal center at which Slgniflcant medlcal
research is carried out to provide a funding mechanism for monies received from other than VA
appropriations to 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 contrtaets 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 organization'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
Franklin G. Ebaugh, Jr., M.D., President
Marguerite T. Hays , M.D.

Medical Center Director
Chief of Staff
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 Gover=ent, 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 selected 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 human
subjects are envolved.
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All 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 to 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 f1rst access is
required, the donor receives only a copy of the research to look at fust, but the publication must
immediately follow. The Palo Alto Institute for Research and Education, Inc. is aware of no
agreement which permits a 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.

Ownership or control of any patents, copyrights, processes, or formulas resulting from the
research being generated by research funded through the Palo Alto Institute for Resenrch and .
Education, Inc. will 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.)

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 defurition 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

PaloAltoInst.ituteforRt: scarehaodEducatioa.Inc.
.P.O. BOX 1-38 3801 Mil"llndll AveB~~, PBle Alte, CA 904304

EDUCATIONAL ACTIVITY REQUEST

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

Suggested Title: - _

Suggested Location for ActilTity: _

Suggested Registration Cost (When setting this cost, remember that

Administrative overhead of 15% of the net income will be chalged to Educational Research funding.

30% of the net income after all eXp'enses, inclwling administrative overhead will be transferred into

an educational account of ACOS for Education with the balance (70%) going into an account for the

Chie f ofSer\7ice sponsoring the educational eve nt The Chief of Se r\7ice must negotiate any

arrangement he/she wishes with the individual who actually directs the event. Review the Rules and

Policies statement)

C:beck:lto be made pIl.J'8,bJe to P AIRE

Signature Name Title Mail Code

RECOMMEND APPRO VALIDISAPPROV AL

C. REESE GALLIMORE
Chairman, Education Committee
VAMC Palo Alto, CA

APPROVEDIDISAPPROVED

MARGUERITE T. HAYS, M.D.
ACO S, Rese arch &. DevelopmentO

RECOMMEND APPRO VAL/DISAPPROV AL

LAWRENCE SIMON, M.D.
ACOS, Education
VAMC Palo Alto, CA



Appendix C

STANDARDS OF ETHICAL CONDUCT AND RELATED RESPONSIBILITIES OF EMPLOYEES

2.73'5-1 a Gc.1I:f"'81 r-rq.irenc:.t.s.

(21' ~ Department. af Velel"ZlnS Affain I:mployee shill be nper:led m ~1!f'Ve dili;enlly, loyally,:n:l r:%)Qpenri:iv~ly; iD e:a!rci!le- CQurt~

m tlit}'lily; Ind la ccoiur:t.ITi~lf,bDfh mllnd aff dJty, in a lI"lSTIer nri1~ng c:r~a upon himsl!'lf ~nd th~ Department. of Ve-t~ns A;fhri~

(b} An I:mploye-e shan a'((lid~ ad:.iJ:n ""hkh mighl:. ~1t. in, a-c:n:ete- th~ ~pe.rzn:e 01:

(1 J Usin9 public: affic:e far F'iVII:.e !;f!liRi

(2) Givin; ~renli.l treltment by Iny penJ:n, group, or argani:mtian;

(3) Impedin9 G<:I~fTTI1 ent efficienty orect'tlCflT'l)';

(~J Lasing CQlf1Jlele irxlepr:ndence- or irrplrtiZlUYi

(51 H9cing I Governmenl dedsian <:lubside official chlnne-l,; cr'

(6) Affeclin9 :td'>"!!r:sely the- confidl!l'1a! of the- public: in the inlelJ"ity .of the Government..

(c' ~ployr-e.shall mt. di=imimtL" .on U'II!~ af~ cola-. 'n, religien, or nll:.icr'l!ll.r:tig·in in prt'Viding bene1ibs under ;sny [mil

i'dmini:tered by khe Depcrirn~ of VMl!!"lln!lAffzri~ They !:Rill mt. di!:laimin.le en thcee lJ"'I:Ulis or Iny ather irrproper ground in any e~Ja1Tflent

mllt~. £rnploye.es Ire responsible la col:f:lmll:.e in mlking eq,2ll:f:lpcriJrrily fa- 111 in " ~1ity in the- Deplrtment. af Vel:.el"ZlnS Atflin

(d AI! eft1ploy~ shan nO'l: ~Ueft1pi: la actompli::it indireclly-throuJj1 m!l irrrnrdilrle- fzrnjly or ather'Jlli~-·lny~ivity ""hid-! he is pl"Qhihitrd

from doing dired:.1y.

(~J Oeplrtmen!:. of Vel:.em1!l Athin IT'lIS'Ie9~ent ~I!d :l.pervl!t:r!I 1I1l1il ef1CXIu~eo lheo 9Dad condd of e!rT'laye~ by ~l:.ting khe 91!rT'1~, by

dealing wrilh th~ cet"l!riderlrle-ly lI'ld imfS-l:.illlly,~ by shDWi~ sjl'lO!:!re ~M:em 'feIr thl!'l"ll n individuIls

0.735-11 ~fb6ed.erbinntr:rrt" mid f._r.L

(a) tJec!!pi:. M p-ovided in pI~~h, (b' Ind (1) 01 lrris ~ctiJ:n, l:I'1 errploye-e shIll ml:. ~Iicit a- accepl:. direcUy ar indireJ:i:.ly Tar him!lelf cr

!:'l"IY memef" of hi! ramily, Iny gift, ~WilYI fll'((lr, enlerhirrnent:, lOin, or anything of m:;oet.::ry ...ah.ole, from Zl penon (individ.RIl, cz::rparlrlian,

o:IlflJany, =or:ime-, firm ~mp, 5Ociely, joint slock. co!rT'lny, or~ Dthe1" ~ZlliDn or inlll:.iwtl!" ""he:

(:2) Ccn:lud.: operzrtian, l:r acl:.ivilie-!5!"r'9ullrle-d by thL" Cep.rtmenl:. af Vel:.e~ Attain;

(3) Hn intt:r=t, u--at rn!I)' be ,ul:~bnl:.illly affecl:.ed by the- perfarmlnc:eo or mn~riarmlnc~af tlis offiolll dul:.y; or

(~, I! Il:.tr:rnp-ting !.a influen::: !.he I:mploye-e''lI official IId.itnS.

(bJ 1he- ~Cl:.iCM5 ~t. 'feIrth ill F"lpP'l (21] of this :!lIecl:.ia'l dele- mt. ~ply '1IInm

0) It. is clelr that. the- !T"IOli'flrling flc~r is the familya- per:lQnll re-llIl:.'icn5'Tip (5Jr::h 2l!!l U'T:ri: bel~e-en employe-e and Mis ~lIt

children, l:r !Spouse-' rwl:.her thin !.he l:usin~ rellrlionship ~ the- penCM5 contmT~;

(:2) F'ood .nd ~~ent, of normn~1 ....t~ Ire infre.quenl:ly IIcr:epled'llohen offered in the a-dinlry c~e- af I coffe~ brelk, lunch!'Cln

or dime:r mll'elin;; or ol:.her me-el:.inq" lflhile a'I ofAcil1 bU!line!ls l:c'" J:n l:I'1 i~ed:iol! laur ""hen is'! ernploye.e rrwt ~~y be in lrlt.endln:::l!!,

(3) loin, fl':lm hlllies ar akher finllndal imtitul:.;Cf'l")l 2n' :IOuq,t r:n o.mcrnlry I:.erm~ la firznce ;:t'J:'P~ lind ~l ~r:l:.ivil:.i~ at

elrlJloye~,~ M I'xlme- mort.qlQ!! lOins;

("1] Adv~;!ling l:r pn:rnDtianll mllenll ill unsDliol:.ed zn::l of nominal ;ntril::lt.e Vlllue (~ zrS pm:s, pmc:il~, r'lOt.e p::Id'1 a- talen~J;

(5J Ccmrrx-m carlellY gifb such III flo'll'e~ roe indi<:lrle-d r:n :op;::o:prille =icr=.

(c, An employe-e ::h:lll ml ~l;cit 1lI canlribul:.iD"l Trt:rn :n::lU1er e!rT'!ayee far a 9ift. io In offichsl !Sup=ria-, m~k.e Ii i±Jnlllien I' I gifll.o In

official :Lflmal",ar Itt!!pt. Zl 9ift fram ~n ernploye-e rec:1'ving leo=;~ Uw1 rnrmelf (S US.CO 7351). HC'l'Ie' e"Vl:f", &lis pz:rllg-aFh dec, ml Frailibit s

volunlzry gift of nomin,1 ....lwe rr dr;nrl:ion in ZI nomi'nll 1S11CU'l't rr=f~ all I !Spe!tiO!ll o=it1'l5 !Such I!I l11l!fTfa~1 ilIne"l l:r rel:.irel1"ient..

(d] An ernplO}'~ is pl':lhibit~ fl"Qrrt ZlC:l::epting ;jfb: ar 9rlrluitie, such n gootls'/ mcnc:y, ~r.'i<:e', ~hs,~ l:lt di:sca.rn
l
mt~nll"lent. of



'3e"nb, ,ince it could be- inlerprd.ed the!:. the mvt:t"tt Ire in mum for affiosl :service, ren~re:d ~ Admini:rlr",h:r n-cy authorize- e:ccepti<l"' U:I

lhi~ prohibition liIlhe:re ,uch ad,;CC"13 'Nwld nat. c:antnvenl:' the overzsU int.ent. af ans gift..

(e) An "",ploy....han nol act"Pl. gift, F'""""'nt., decarzrlian, cr olh..- !hin; frt:m a fcn>i'7' 9"".""""nl.;,1.... wlhcri".d by Cm;reo. a•

.,""'tided by u.. Can.liWlian and in 5 US.c. 73'l2.

(f) Neilh..- U1i••edian ncr 0.735-12 preclud... '"' etflliaye. frt:m rec,,;pI of btRI fide reimt:u-B"",.m, unle.. pn:tribiled by law fur <:CP"""'"

at u,vd 2nd ,uch othr:r neo!!!lry ,uberi,lence-.. 1!5 in ccmprlible wiU, this pin fer wrhich nD s.averrrnent p!'J'ymenl or re-irrbur5emenl:. is made-.

However, !:his ptr'I;T"1IPt does net Inow ZI1 en"playee- to be n:irrbu~dor plyrnem la be n"I:'de an hi~ behllf.. far ~x:ces!li"e- penl::nll1iving e:cp~!I1

gift" ~~nment.,or aUler pentnll benriibs, mr d~s it .l1ow In ~pla~e to be- re'irrburxd by ZI pencn (individ..el. ctx'lxU'mian, ccmFG"Y1

I!!2SClciation, finn.. p.ri"~hip. !:SOciety, joint ,lacle. OO"l=ltny.. or ZI'1Y other tn}"'Ji.llocn or insliwtianJ fer knvd an offidzrl l:u:rin~ l.I"dE'l'" ll'le

O"Partmenl at Velerzns Allain crtJ<", 'Ohl!11 "";rrCurBl<menl i. J'l"1"I'l'ibl:d by D<ci,,;Ct1 a-12!1SZ1 oIlh. CCt1lpl""n..- Generol dell:d

Hard17, 10:67.

0.735.12 1I.lside enoploy"",.t,..BYit., Df n ..pe...tian

(.) An "",ploy....han nol m;a9< in cubid. <lrI'laym.m cr olh..- M.id. odivily nal c:alrl'alibl. "ilh lh< full ond F"'!'''- di.charg. al lh<

duli~ zn::i re:span5ibilitfe!ll of m!ll Government. errployment. IntlX'l1pmible .clivili~ indude- bul i!n' n:2t. ljmit:~ la thal!l: -.hidt

OJ lnval,,!:' the- a:c:epbncl:' ot • fe-e; tempens.lien.. gift. Ft'Yment. at expense- or 'l!IT'f other" Itring o~ mone1l~ v"lu!:' in cit"'tumanct:'S in

'lfhidl xceptanc1:' mlY re5JU. ;n, cr cred./: lint ~pe:ln·ZI'x:e: C1f.. oontlicbs o~ imz:ret;

t::l) Tmd la impeir hi, IT'lI:nt:l.l tt" FhYl!i<:Zll tJlFG=ily l.o perlarm his Oq:Jlrtmenl:. a~ Vet.enns Affain d.ztie! Ind re;pa"Cribilili~in an

lJC:l:::ephble- mannefj

t3] Brin; di~it ·upan, are di!lItNllni:z,;e-ous la, em~, or~ a"' JnIY clu!le L.rri2Na-able-~ rea,cn~:Jle tril.ic:i~ of the- federnl

Gavemnl!11l cr lh< D<F'F!rn<nl af V<l<nnB Alfain;

('i) Ccnflid wilh ,h. inlere... allh. 0"Partmenl af Vele","" Allain cr lh< FI:d.....1 G<lvemn.m cr "'" p..."jbly b~ c:an.b'1led by lh<

public to be- oftidlll ad, of Hut Oep:lrtmenl 01 Vele:nns: AHlin;

(5) in""lv.lh. UB. at infcnmlian cabrinl:d os. ,..,.,ll of <lrI'laym.m in lh< VA, Ie lh. detrim.m of lh< VA crlh.....erv<dby it;

{til illK.e lime tt"Mt.enlit:t1 dun."; duly hCU"'S, ct"O:Jn,i~ of Z!I prionrle F"dice- at Z!I ~9"riled Ff"OTe"ion to lhe extent: U1!rl: U1e

errployee ;,ppelr.s tD be priVlJtely pmdidng hi~ prof~endurin9' offici,1 duly ha.Mj

en Viah:rte Z!I ~ulMklnl Executive cn:le:r, .Qr a Fed:rol, SbU; c:r loclII si:al:.t.rte- or ordirRn::ej

(lJ] Tem l.a crelte: ,u'pician rtf ~udicl: or fava'iti:rn in the- a:fministmian of b~fib ta e-li9ibl~ ve1E:f'"11n!l ti"2rt: cCtJld be of

emarra'!Itn:!nt. tD the- \jAw.

(b] An employr:-e sh.n ml reeei,,2:' 'tJtTlf ,.Izry or zrryUtin9 pf rntn:!U:ry "lIlue frt:m • pi",le ~urce ct'" canpe:nSlticn far hi, tr her ::X!!Nice, t.a

lh. G<lverrrnr:nl. ihi~ dt><. nol .pply la "",ploy.... 'Ocri<in; 'OilhM cCt1Tpon.alicn (I aliSo!:. ::xIQ~

(CJ ""ploy.... are """,,uroged la m;a9< in l...:hing, leduring, ond orilirq nal p""hibill:d by 1..., ,:«:..ove Ord... 11222, Part 735 af lh<

Civil S<rvico R"9uiolian> (5 o:R Part 735), lh. c:and>:ll""9ulolian. of U1i. port ar olh..- a9<ncy policy. An "",ploy... :hili nal, howeve"

(1) Eh;.~ wil:h ar ..ithcul: taTIpennlia1.. in Leechingl lechring a- writing.. induding Le.chin;. leclLring, a- writing fcc- the fU1XI,e- <If

the- :!'.fled" preF"licn of., Per-:ltn or dZ!elS <lr per.:ltnS for lin e'XlIrrrinll:.itn of the Ci"il ScNi'7 Carrrni=iM or r:tf the- BDl:II"rl at E:xarrrinen ftr the

F'oreig" Service" lhri: depe:nds an inforrnu!:.icn <:Ibbined l!!S zs ~lllJf hi!: <:Ir Mer GovenTTI~ employment., ex:o:pt \\'f'len thrl inform.tiM hi:!:! been

mlrle IIvmlz:ble la the g~l'ZIl JXblit cr will be made IVl!"ilztJle en re-qlJ~ cr when inl:' Ad"nini,~r 9ive- 'tJIrilten arlhai:astian fer the'~ of mnplblic

inf~ian r:n khe !:em, um the- U:le- is in U1e: public inl:.ere~l

(::lJ If he- or ':5he: is ZI Pre,iderI'HZlll1ppo;nl:.e~ covered by ~t:liCl"1 ""101(a] of Execut.ive Ord~ 11222, ,t""e'Ceive- oon"'F~ion, an ht:n:lri5'iLl"l"l, .

or my thin; of roone1:llry ~lue- far :nr ttn:SJ1btion, lech.re'.. dbo:.z:eicn.. "Nril.in9 CC'" IIFPe"U'tInce-.. the- :Lbj~d mllnn~ D'f ..hid1 i:s devoted sb,UrrtiZllly

to the r""e'::pcnsi"hl1ili~.. pro9"'lms.. or <lper~ZI'tian,of his 8gen::')'1 cr -+-rich d-a~ =sb,t.:::ntilllly en <1fficial dill:! or ide., "Nhid1 MINe ml:. beca~ plrl. af

~" ..".. L._-l.• _J _ "-



(3) A~~q:Jlllftl htn:JrzrlU"l'l of men- thin $:2.000 (e:o::luc:ting znn::tm:ll ICcepted fer Icl..L.mllnve:1 zn:I :lIuberi:lllen~e- e'lpet"1:le:ll ler :lIu~h

}:Jff"":lIDl"'IS ZI'ld m:ll Ct" her~CLI:Ie Ct" In zride: la sucll pencnJ zn::I e1Cducling lmounls"p!rid or in~urnd for lJtT'f .genl~ lees cr caTIrrri,,,iClns) for lnJ

Ilppelrzn:e, .pe";', or zrt;"c1o, !It" hen",ri"". '99"'9"!i"9 rnare thon $:25,000 in ""I "Iondor Y""r. (1'I.b. LI>4-2!l3 (QO Sbrt. ~iS)o Fed.,...1 Election

c:..",ign Ad knond-nenb of 1066-
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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 Alto Institute for Research and Education, Inc.
P. O. Box V38
3801 Miranda Avenue
Palo Alto, CA 94304

Dear (I nvest i gator's name):

Enclosed is our check made out to the Palo Alto Institute 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
pri nci pa1 investigator, deem necessary.

Si ncere1y,



Appendix E

SAMPLE DONOR LETTER
AUTHORIZING TRANSFER OF
FUNDS FROM GPF TO PAIRE

An authorization for the transfer of General Post Funds to PAIRE 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)
Veterans Administration Medical Center
3601 Mi randa 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 Alto,

California, to be transferred to the Palo Alto Institute for Research and

Education, Inc. (PAIRE). These funds were donated for the stud!:! entitled,
_____________________" bei ng done b!:!

_______________, the principal investigator.

Si ncerel!:!,

(Donor'S Name & Compan!:!)
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Appendix F·

Memorandum

To

From.

Subjett

..

Chief, Fiscal Service (04)
THRU: ACOS, Research & Development (151)

(INVESTIGATOR'S NAME)

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

1. Please transfer the sum of

palanee of) from GPF# to the

and Education, Inc. (PAIRE).

(or: Please transfer the

Palo Alto Institute for Research

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

(NOTE: If GPF vas fXQID severa1 donors, onJ.y J.etter of author:izat.ion

fram the last donations that equal the ba.lance .in the furJd, r.i.ll be

necessary. )

(Signature of Investigator)

APPROVED:

ACOS, Research & Development



Appendix G

A California Nonprofit Public Benefit Corporation

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

Board of Directors:

Marguerite T. Hays, M.D., Chair
James C. DeNiro
Richard I. Mazze, M.D.
Marion Smith, Ph.D.
Lawrence Simon, M.D.
Marian Knox
Charles KneiJ

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

SAMPLE FIRST CHECK ACKNOWLEDGEMENT LETTER
DATE

DONOR
ADDRESS
CITY. SfATE 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 will 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 donation. We are enclosing a copy of our IRS
approved nonprofit status letter for your files.

The acceptance of this donation does not imply endorsement on our part or on the part of the
Veternns 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 PA21F.

Sincerely,

Marguerite T. Hays, MoD.
Chair, Board of Directors



Appendix H

PaloAltoInstitut:eforRc searchandEducation.Inc.
P.O. BOX 1-38 3801 Mir8nda Itvene, Palo Itlto, CA 94304

TO

DATE

FROM

SUBJECT

PAIRE Office (151A)

Funds deposited into your PA IRE account

On a check was received by PAIRE for your account

as follows:

BUdget Code

Previous CTA Total:

New Deposit Credited:

New Total for FV 92:

$-----

$,-----

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

$-----

If you have any questions, please call Patty or Rene at Ext. 5295.

BARBARA M. GLEASON



Appendix I

PaloAlto Insti:tute:forResearch and..Education, Inc..·
P.O. BOX Y-38 3801 Miranda Avenue, Palo Alto, CA 94304

Date ' _

Date Required _

. rJrincipal Investigator _

P.1. Signature _

OFFICE
USE ONLY

U 't Ttl u·t Ttlqt

Order No. PAIRE AccL No. _

f 0 dDN

PrOject No. _

Cataloq o. escnption 0 r er ~l.l. n1 o a m o a

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

___________ PAIRE Contact Person _Vendor
Address City, State _

Zi 0 Tel eohone No. () De1iver to:
:

:All ITEMS RECEIVED/PAYMENT AUTHORIZED:
DELIVERY DATE ORDER DATE P.O. '8

COHPANV CONTACT I PLACED BV I DATE PAID I

_ COMMITTED

_OBLIGATED

AMOUNT PAID I CHECK NO.



Appendix J

A Colifornio Nonprofit Public Benefit Corporotion

Barbara M. Gleason, Exeoutive Direotor
David Thomas, Asst. Exeoutive Direotor

Board of Directors:

James C. DeNiro, Chairman
Riohard i. Mazze, M.D.
Marguerite T. Hays, M.D.
Marion Smith, Ph.D.
Lawrenoe Simon, M.D.
Marian Knox
Charles Knell

TO WHOM IT MAY CONCERN:

P.O. Box V-38
3801 Miranda Avenue
Palo Alto, Cil 94304

The Palo Alto In.stitute for Rerearch and Education, Inc. is a California nonprofit
public benefit corporation. The specific purpose of this corporation is to promote medical
research and related education for chatitable, scientific, and educational purposes
con.sistent with Title 38 U.S.C. <1161 throUZh <1168 and is under the accountability and
liability of the VA Medical Center. Public Law mandates that the VA Medical Center
Director, the Chief of Staff, and the Associate Chief of Staff for Research and Education
all be on the Board of Directors of the corporation.

The gene ral purposes and powers of this corporation are to have and to exercire
all tights and powe rs conferre d on nonprofit pUblic bene fit corporation.s under the law of
the State of California, including the power to contract and to rent, buy and rell personal
or re al property.

All researc h and educational proje cts a.dministered by PAIRE must be approved
by the VA Medical Center's Research and Development Committee and are accountable
to that committee.

Internal Revenue service IDlI 77-0207331

California Nonprofit Corporation IDlI 1505913 PA21F.

Barbara M. Gleason
Exe cutive Director



_____________ for $ _

,Appendix K

PaI.oAlto Insti:tuteforResearchand.Educaticm., I.nc.
P.O. BOX V-38 3801 Miranda Ilyenue, Palo ,A1to~ ell 94304

Date: _

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

SUBJ: Reimbursement for Suppli es

1. Reimbursement to

is requested for the following supplies:

2. Itemized receipts are attached for your records.

PAIRE Investigator Pro j ect Number

For Office Use On1!

Order# _
Check # _

Comit ted _
Obligated _



Appendix l

PaloAltoInstitute:forResearch8ndEducaticm., IDC_ .
P.O. BOX V-58 3801 Mi randa Avenue, P:slo AltO, Cit 94304

Date: _

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

SUBJ: Business Meeling Dinner Expenditure Details for IRS Audit

DATE: TIME:-' TOTAL EXPENDITURE ----

LOCATION _

THOSE ATTENDING _

PURPOSE OFTHE MEETING _

.
BRIEF DISCRIPTION OF WHAT WAS DISCUSSED _

For Office Use On1

ALL RECEIPTS ARE ATTACHED.

PAIRE Inllestigetor

Order# _
Check # _

Comitted __
Obligeted __



______________ for $, _

hppendix M

PaloAltomsti:tuteforResearchandEducation" Inc.
P.O. BOX Y-38 3801 Miranda hvenue, Palo i\lto~ ell. 94304

Date: _

To Barbera M. Gleason, ExecutiYe Director·
THRU: DaYid Thomas, Asst. ExecutiYe Di rector

SUBJ: Reimbursement for Services

1. Reimbursement to

is requested for the following services :

PAIRE Investigator Project Number

For Office Use On1!

Order "' _
Check "' _
Comi t ted _
Obligated _



_____________ for $, _

Appendix III

PaloAlto Insti:tuteforResearch 8 nd.Edueation, Inc.
P.O. BOX Y- 38 3801 Miranda A....enue. Palo A1to~ eA 94304

Date: _

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

SUBJ: Reimbursement for Postage

1. Reimbursement to

is requested for the following Postage

2. Receipts for postage is attached.

PAIRE InYest igator Pro j eet Number

For Office Use On11

Order "" _
Check "" _
Comitted __
Obligated __



_____________ for $ _

Appendix 0

PaloAltoInstitute for ResearchandEducation, Inc.
P.O. BOX V-38 3801 Miranda ilvenue, Palo ilIto, eil 94304

Dete: _

To Barbara M. Gleason, Executive Director
THRU: Davi d Thomes, Asst. Executive Director

SUBJ: Reimbursement for Telephone Costs

1. Reimbursement to

is requested for the following telephone costs:

2. A copy of the telephone bill is attached.

PAIRE Investigator Pro j ect Number

For Office Use Only

Order#' _
Check # _

Comitted _
Obligated __



ilppendix P

PaWAlto Inst.ituteforResearchand Educatim:.t" Inc.
P.O. BOX Y-38 3801 Miranda Avenue, Palo Alto, CA 94304

Dete: _

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

SUBJ: Subject Payment

1. Please make a check·to for $, _

es peyment for being e SUbject in my reseerch project number _

2. SUbjects Sociel Secutity Number is: _

PAIRE Investigator Pro j ect Number

For Office Use Only

Order"" _
Check # _

Comitted _
Obligeted __



Appendix Q

PaloAlto Institute:forResearchand Education.. Inc.
P.O. BOX V-38 3801 Miranda Avenue. Palo Alto. Ch 94304

lIME AND ATIENDANCE SHR&t
EMPJ.,OYEE DA'IES' _

PP""---

W
E
E
K

«)

N
E

W
E
E
K

l'
W
«)

No. Tour of Duty Leave Used Annual Sick Employee
Day Hours Leave Leave Initials

Work From To From To Hours Hours

SUNDAY

MONDAV

TUESDAY
WEDNESDAV
THURSDAV

FRIDAV
SATURDAV

. No. Tour of Duty Leave Used Annual Sick Employee
Day Hours Leave Leave Initials

Work From To From To Hours Hours

SUNDAY

MONDAV

TUESDAY
WEDNESDAV

THURSDAY
.

FRIDAV
SATURDAY

PAIRE SlIP:ERVISOR~ _

Office will
fill in this
lower·
section.

Annual Leave Record

Bs1anc~

Earned

Ava:ilahIe

Used

Bs1ance

Sick Lem Record

.. B'lllance

Earned

/\:vaila'bIe

Used

B'lllance



Appendix R

PaloAltoInsti:tutef'or Researchand.Education, Inc.
P.O. 80:': V-38 3801 Miranda Avenue, Palo Alto, ell 94304

DATE:-----

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

SUBJ: Request for Travel Funds

I t is requested that $, be set aside from funds in my account.

These funds will be used by --'~ _

to attend _-'- _

on date(s) . My participation in this

meetino includes_' _

CHECK ONE:
D Traveler is an employee of PAIRE.

D Traveler is a VA employee. Paperwork has been submitted to obtain
Acceptance of Gifts and Donations end Authorized Absence or VA
travel.

D Other -'-

An advance of funds of $ is requested .,...- ---.,

For Office Use Only

(PAIRE Investigator Name and Signature

AP PROVED /D ISAPPROVED:

Project Number Order #: _

Check# _
Comitted _
Obligated __

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

Appendix s.

Memorandum

To

From

Subject

Medical Center Director (00)
THRU: Chief of Staff (11PA)
THRU: Personnel Service (05B)
THRU: Research Administration (151A)

Research Service ( 151A )

Request for Approval for Acceptance of GiftslDomu:ions

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 Chief

Attachment: VA Form 10-0101B

RECOMMEND APPROVALID ISAPPROVAL

Administrative Officer

RECOMMEND APPROVALID ISAPPROVAL

Chief, Personnel Service

RECOMMEND APPROVALID ISAPPROVAL

Richard A. Mazze, M.D.
Chief of Staff. PAD

RECOMMEND APPROVALID ISAPPROVAL

APPROVEDlDlSAPPROVED

Medical Center Directoc



.. -r ....... ·----- -

Palo.AltoInstitutefor ResearchandEducation, Inc.
P.O. BOX'1-38 3801 Miranda Avenue.. Palo Alto", Cft 94304

Date: _

To Marguerite T. HaySI M.D.~ Acting Presi dent
THRU: Barbara M. Gleasonl Executive Director

SUBJ: Travel Rei mbursement

1. Reimbursement of expenses are requested for _

who attended _

in on __~_( _

My participation in this meeting included. _

2. The following is a breakdown of expenses:

Hotel
Meels
Trensportation _
Cabs
Parki ng
Regi strat ion

Total

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

other epprovels required to process this reimbursement.

Order*' _
Check # _

Comltted _
Obl i~eted _

For Off1 ce Us e On1 y

Pro j ect Number

If this is a VA employes} the required forms ere attached:

e. The Elooroved Acceptance of Gifts and
Donet ions form

b. The approved Authorized Absence for
Tralle1 form

4.

PA IRE Investigator
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Part 1. INTRODUCTION.
This document sets forth the major compliance requirements

that should be considered in an organization-wide audit of uni­
versitie3 and other nonprofit institutions that receive federal
assistance. It supplements OMB Circular A- I33. "Audits of In­
stitutions of Higher Education and Other,Nonprofit Institutions."

Following this Introduction. this compliance supplement is
divided into Pans 2. 3. and 4. Pan 2 contains the General Require­
ments that shall be considered in aU rmanda! and compliance
audits. Generally. requirements are national policies prescribed
by statUte. executive order. or other authoritative source that apply
to the assistance programs of two or more agencies. The General
Requirements included here are 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 panicular note is the inclusion of the requirement for
periodic federal financial reports. as specified in OMB Circular
A-IIO. "Unifonn Administrative Requirements for Grants and
Cooperative Agreements with Institutions of Higher Education.
Hospitals and Other Nonprofit Organiz.arions:' and agency regu­
lations. The auditor'S tests of compliance with this requirement
provide the federal government with assurance that these reports
are complete and reliable.

Part 3 sets forth Common Major Program Requirements for
research and development programs and srudent 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 Nonprofit institu­
tions." designates these two categories as major programs ifeither
category's expenditures is greater than three percent of total
expenditures or SI00.000. whichever is larger. The Guaranteed
Student Loan Program. which applies to guarantee agencies. has
separate requirements included in the supplemenL

Part 4 of the document provides requirements that are specific
to larger Agency Programs. For each program. the following
information is provided: Objectives of the program. a brief de~

scription of how the program operates. and major compliance
requirements. including Code of Federal Regulations (CFR) or

Statutory citations. where applicable. The requirements are orga­
nized into five categories: (1) types ofservice allowed or unallowed:
(2) eligibility; (3) matching. level of effon. andlor eannarking
requirements: (4) special reporting requirements: and (5) special
·tests and provisions. Federal agencies have detennined 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 to test for compliance. These audit proce­
dures are not mandatory. Nor are they the only procedures the
auditor can apply. Auditors should use professional judgment
when deciding which procedures to apply. and the extent to which
reviews and tests should be perfonned. Some of the audit proce­
dures require a review and evaluation of internal controls. If the
reviews and evaluations have been performed as a part of a review
of the internal controls structure. the audit procedures used for
individual programs should be altered to avoid duplicati.on of
procedures.

The federal departments and agem;ies have identified the
compliance requirements and included suggested audit proce­
dures. as of the data of publication for each program that will meet
the compliance testing requirements of Circular A~133. However.
the auditor is responsible for ensuring that specific requirements
which are modified because of changes in laws or regulations are
reflected in the audit procedures.

The compliance requirements and suggested audit procedures
replace the individual program audit guides issued by the depart­
ments and agencies.

Questions regarding a requirement. including requests for
information about changes in requirements. should be addressed
to the granting department or agency. Requirements and sug­
gested audit procedures for smaller grant programs not contained
herein can also be obtained from the granting depanment or
agency. Auditors may refer to the statute or the CFR to obtain
complete requirements. Also. the auditor should refer to the
Compliance Supplement for Single Audits of state and local
governments. This supplementcontains programs for which nonprofit
institutions are eligible.

Page 502 • Tab 1100 November 1991 Single Audit Information Service
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Part 2. GENERAL REQUIREMENTS
· Several statutory and regulatory requirements: are applicable

to all or most federal assisr.anceprograms. The following are those
requuemenu that involve a significant national policy. Failure to
comply wim these requirements could have & material impact on

an organization's financial statements including those prepared
for federal programs. Accordingly. these compliance require·
menu shall be included as pan of every audit that involves federal
financial assistance.

POLITICAL ACTIVITY

Complitut.ct Rtquirtm~1lt

Federal funds cannot be used for panisan political purposes
of any kind by any person or organization involved in the admin.
istration of federally.assisted programs.

[HatCh Actof 1!WJ (5 U.S.C. 1501.1508) and Intergovernmental
Personnel Act of 1970 (45 U.S.C. 4701 ). as amended by Title VI
of Civil Service Reform Act of 1978 (Public Law 95-454 Section
602)] .

Suggested Audit Procedurn
• Test the e"pendirure and related records for indications of

activities. publications. or other materials intended for influ­
encing legislation or similar type costs.

• Test the personnel and payroll records. and identify persons
whose mponsibilities or activities include partisan political
activity.

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

DAVIS.BACON ACT

C"mpliance Rtq'Uinmtlll
When required by federal grant program ie8isiation. all labor·

ers and mechanics employed by contractors or 5ubconD'3etors to
won: on constrUction 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 Stat 1494, Mar. 3.1921,
Chap. 411, 40 U.S.C. 276a-276a·5J.

Suggesud Audit Procedurfs
• Identify the programs involVing construction activities.

• Review St:lected constrUction contracts and subcontraCts and
determine whether they contain provisions requiring the
payment of "prevailing'" wages.

• Review the recipient'S system for monitoring applicable
contractors and subcontractors with respect to payment of
prevailing wages and evaluate for adequacy.

• Review the monitoring system for contracts for selected
programs and determine whether there is adherence to the
prescribed procedures.

• For recipients which have not developed a system. or whose
system is not operating effectively

-Obtain the "local" Depamnent of Labor (DOL) wage deter·
mination from the auditee. the architect/engineer (NE)
managing the project. or DOL.

-Obtain from the auditee payroll registers of the construction
company and test to deteIlIlme whether wages paid conform
to prevailing wages.

CIVIL RIGHTS

Compii4.n.ct RequiremenJ
No person shall. on the grounds of race. color. national origin.

age, or handicap. be excluded from panicipation in or be subjected
to discri.mi.nation in any program or activiry funded. in whole or
in part. by federal funds. Discrimination on the basis of ~x or
religion is also prohibited in some federal programs (Age-..4.2
U.S.C. 6101 " seq.; 1Uce.......42 U.S.c. ZOOOd; Handicap-29
U.S.C. 794).

Suggested Audit Proctdures
• Detennine whether the recipient has announced a formal

policy of nondiscrimination.

• For recipients employing IS or more penons. ascenain
whether a person has been design,ated to oversee civil rights
compliance. If a person has been designated.. interview that
pen<lD and get an understanding of bow the civil rights
compliane: program operateS..

• Ascertain from the grant agreements whether any of the
prognms contain prohibitions against discrimination on the
basis of sex or religion.

• Ascertain the number of comolaints filed with federal. state
and/or local agencies responsible for ensuring nondiscrimi~
narion in government programs during the fiscal year. the
status of unresolved. complaints or investigations. and the
actions taken on resolved. complaints or completed investi·
gariODS.

• Ascertain Whether programs contain pro!;}bitions against
discrimination in employment For those programs: (I) re·
view the annual repon filed with the Equal Employment
OpportUnity Commission (EEOC). if any; (2) ascertain the
number of complaints or completed investigations: and. (3)
review the status of unresolved complaints or investigations
and the actions taken on unresolved complaints or comple~ed
investigations.

• Deterntine whether facilities financed by federal funds that
are required to be located in a nondiscriminatory manner are
50 located.

• Obtain representation and/or anorney letters to detennine
~ any civil rights suits have been adjudicated or are pending.
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CASH MANAGEMENT

CompliaJlu Rlquinm,nts
Recipient fInancial management systems shaH include proce~

duteS to minimize the time elapsed between the transfer of funds
from the U.S. Depanment of the TreasW)' and the disbursement
of funds by .he grantee.

Advances made by primary recipients to subrecipients shall
confonn substantially to the same standards ofdming and amount
as apply 10 advances by federal agencies to primary recipient
organiz.ations.

.• Recipients shall maintain advances of federal funds in
interest bearing accounts. Interest earned on federal ad·
vances deposited in such accounts shall be remitted promptly.
but at least quarterly, to the federal agencies thaI provided
the funds. Interest amounts up to 5100 per year may be
retained by the recipient for administrative expense (OMB
Circular A·I 10, Attachment 1. 8(a». However. some non·
profit institutions may be instrumentalities of a state and
covered by the provisions aCthe Cash ManagemenlImprove~

ment Act of 1990 (Public Law 101-453).

S"gg~!ltd Audit Proctdur~$
Review the recipient's cash forecasting process and evaluate

for adequacy. (Note: For purposes of this supplement, adequacy
can be interpreted as providing a reasonable ilSsurance that the

system or procedures. iffollowed.. will result in the intended event
or action occurring.)

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

For selected gram progr.uM. determine dates and amounts for
selected advances. drawdowos and other Tef..eipts 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. to the program's needs.

Review the recipient's system for monitoring advances and
payment requests by secondary recipients. Evaluate whether the
system is sufficient to limit payments to amounts needed to meet
immediate cash requirements..

• Review selected cash reportS submitted by subrecipients and
determine if the repom show large amounts of excess cash.
If they do. ascertain why.

.' Review the reCipient's system for maintaining federal funds
in interest bearing accoonts. calculating the interest earned
on these funds. and remitting the interest promptly.

\

FEDERAL FINANCIAL REPORTS

Comp/.ia.nct Rtquinmtnls
Most federal programs require the periodic submission of

financial reports. The special requirements for each gram program
are presented in the Reporting Requirements (ill-D) section for
the program. The suggested audit procedures are provided below
(0 facilitate the requirement for the audilOr to comment on com~

pleteness and accuracy rOMB Circular A·ll0. and Treasury
Circular 1075. "WithdrawaJ of Cash from the Treasury for Ad~
vances under Federal Grant and Other Programs"}.

1. OMB Circular A~110 lists four required financial reportS
that apply to most of the programs described in this supplement.

• Financial Status Repons (SF·269 -and SF.269A)-Repon
status of funds for ail nonconsrruction programs.

• Request for Advanceor Reimbu~ment(SF-270)-Requests
funds for noncon:muction programs when advance letter of
credit or predetermined advance paymentS are not used.

• Outlay Repon and Request for Reimbursement for Construe·
tion Programs (SF·271)- Requests reimbursements and
reports statUS of funds for eonsrruc:tion programs.

• Federal Cash Transactioos (SF-272 and SF·272A)-Repons
cash transactions and balances for grantees receiving ad­
vances or reimbursement by Treasury checks.

2. Cenain federal agencies have received OMB approval 10

adapt the above reports or require other financial n:ports to meet
their panicuJar program needs.

Suggtsttd Audit Proctdurn

• Verify on a test basis that reportS on file were actually
submitted to the federal agency.

• Review the procedures for preparing the federal financial
reportS and evaluate for adequacy.

• Sample federal financial reports for each majorand/ormalerial
program and review for completeness of submission.

• Trace data to the supporting documentation. i.e.• worhheets.
ledgers. etc.

• Review adjusunents rm.de to the general ledger amounts
in the report affecting federal programs and evaluate for
propriety.

ALLOWABLE COSTS/COST PRINCIPLES

Campli4nce Rtquir~mtnl (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 10 provide that federal programs bear their fair share of
recognized costs as determined by applicable C:OSt principles. No
provisions for profit or other increment above cost is intended.

OMB Circulars No. A·21. "Cost Principles for Educational
Instirutions." and Circular A·122.. "'Cost Principles for Nonprofit
Organiz.ations,H and other prindples issued by federal granting
agencies, such as the Depanment of Health and Human Services
(HHS) ~5 eFR 74 Appendix E, "Principles for Determining Cost
Applicable to Research and Development Under Grants ;md
COntnC:ls with Hospitals," establish principles and standards for
determining costs applkable 10 grants. conrracts. and olher agree­
ments with colle2es and universities, nonprofit or2anizations. and
hospilals. respeciively. A COSt is alJo\lo·abie for federal reimburse­
ment only 10 the eAtent of benefits received by federal programs.

and COSts must meet the basic guidelines of allowability, reason­
ableness. and aUocabiHry and be the net of all appJicable credits.

OMB's grants mana2ement circulars an: issued under the
authoriry of the Budget a~dAccounting Act of 192 t. as amended.:
the Budget and Ac:countinli! Procedures Ac:t of 1950. as amended.:
Reorganization Plan No.2-of 1970; and. EJ:ecutive Order 11541.
The HHS hospital cost principles are issued under the authoritY
of 5 U.S.C. 30!.

The auditor .is resoonsible for auditinli! direc:t and indirect
COSts. The sugg.ested procedures for aUditi~g direct COStS appli~
cable to aU programs are presented in the following paragraphs.
This avoids haVing to list these audit procedures for each indi·
vidual prog.ram. The suggested Judit procedures for auditing
direc:t costs applicable 10 each specific: program are inCluded in
pans 3 and 4 of this compliance supplement. The suggested audit
procedures for auditinl! indirect costs Jre included as a £eneral
requirement in this pan of this compliance supplement. -
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SuCguud Audit Prr>c<druu Winct aM llldinct Com)
The following 3Uggested audit procedure3 should be devcJ.

oped in conjunction with the audit tests of ind.irect costs and direct
costs (or major and individual programs.

• For tnJlS.ICtions selected by the auditor which involve federal
fund!. determine whether the COSts meet the criteria geneT"
ally coowned 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..
istntion afme federal program and allocable thereto under
the provisions of the cost principles.

(2) Authorized or not prohibited under state or local laws or
regulations and approved by the awarding ageney, if ap­
propriate. Certain costs require specific approval by the
grantor agency while some COSI$ are not aJlowed as set
fonh in the section of the applicable COSt principles dealing
with ·Selected Items of Costs."

(3) In confonnancewith any limitations or exclusions set forth
in the appliC3ble cost principles. or limitations in the
program agreement or specific requirements in the pro·
gram regulations.

(4) Given consistent treatment with policies. regulations. and
procedures applied unifonnly to federal and non· federal
activities of the recipient organization.

(5) Given consistent accounting treatment within and between
accounting periods and not alIocable to. or included as a
direct cost of, a federal program if the same or similar costS
are allocated to the federal program as an indirect cost.

(6) Delennine in accordance with generaUy accepted account­
ing principles or other comprehensive basis of accounting.

(7) Not included as a cost or used to meet COSt sharing require­
ments of other federally supponed activity of the current .
or a prior period. .

(8) Net of all applicabJecredirs., e.g., volume or cash discounts,
refunds, rental income, trade-ins. scrap sales. direct bill·
ings (in the case of indirect COSt). etc.

(9) Supponed by underlying documeiltation. e.g.• time and
anendance payroll records. personnel activiry reports pr
other time and effort records for employees charged. to
federal awards or to more than one activiry. approved
purchase orders. receiving reportS. vendor invoices. can­
celed chet:Xs. etc.• as appropriate. and correctly charged as
to account. amount. and period.

Compliance Rtquiremuu (Indirect Costs Onl,)
In order to receive reimbursement for indirect COSts. recipients

must prepare indirect co.st rate proPosals that provide the basis for
allocating indirect COStS to federal programs. Each recipient must
submit its proposal 10 the federal government for negotiation of
an indirect COSt rate. Circulars A·88 and A·lll provide for
cognizance systems whereby one federal agency is designated as
the cognizant agency to deal with a college. University or non­
profit organization on behalf of the entire federal government and
negotiate indirect cost and other fates which are used by all other
federal agencies in dealing with that recipient organization. In
most cases. therefore. proposals are submitted to an appropriate

> cognizant agency.
Propos-als are usually prepared on a prospective basis using

actual financial data from a prior period or budgeted data for
the curren! year. When the actual costs for the year are deter­
mined. the difference belween the originally proposed costs and
the actual CostS are eilher carried forward 10 a subsequent
period's rate or adjusted wilh the granting federal agency on
a retroactive basis. In C:lses where predetermined rates are
determined and approved by the cognizant federal agency,
subsequent adjustments are not made wilh the exception of

'11171

eliminating any unallowable costs. Audit procedures must be
tailored ao:ofding to the type of raLe and size and type of orga­
nization being reviewed. If unallowable costs are found. cost
recoveries and adjusonents should be made in accordance with
the provisions of the applicable cost principles•

SUKguttd Audit proceduns (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
as any agreements.. conditions or understandings related
thereto and detennine the types of rates and procedures
required.

• Select a sample of claims for reimbursement submitted to
the federal agency and detcnnine if the amountS charged and
rates used are in accordance with the agreements and if rates
.,. being properly applied to the appropriate ba.sc.

• Detennine whether the rates used or amounts charged are
final or predetermined or are still opcn to adjustment or
revision. eitherimmediately eras a carry forward adjusunem
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 tinal or predeter­
mined rates include unallowable costs. they should De iden­
tified and reponed along with the estimated federal share of
the ~OSts.

• Detennine whether COSts or types of COSts. chargeable di·
rectJy to federal awards or any other direct activity (includ­
ing any costs required for matching or cost charging) have
been eliminated from the pool of indirect costs and included
in the allocation or rate base.

• Derennine whether the established procedures to identify
and eliminate unallowable costs are comprehensive and
applied in a consistent manner. Verify that the results of
these procedures are incorporated into the indirect cost
proposal submitted to the cognizant agency.

• Review on a [est basis supporting documentation to deter­
mine whether:

-The indirect costpools contain only items that are consistent
with the applicable cost principles and negotiated agree­
ments. This part of the review should be aimed at detennin·
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 CaSts are in accordance with
the provisions of the· appropriate cost principles. other
applicable regulations. and negotiated agreements and pro­
duce an equitable distribution of COSls.

-StatistiC31 data (e.g .• square footage. population or full·time
equivalents. salaries and wages) in the proposed allocation
bases are current. reasonable. updated as necessary. and do
not contain any material omissions.

-Personnel activity reportS, time and dfon reportS. or other
methods used to allocate salary and wage costs are math­
ematically and Statistically accurate. are implemented 3S
approved. and are based on the aCtual effort devoted to the
various functional and programmatic activities to which the
salary and wage costS are charged.

-Special costs analysis studies (such as library studies or
energy studies) are mathematicallY and statisticallv accu­
rate. are factually based 10 the ext~nt possible. use ~eason­
able and supportable asumplions. produc~ reasonable re-
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DRUG-FREE WORKPLACE ACT

suits, wd. if appropri~te. agree with any prior agreements
with. or conditions p~ced by. the cognizant agency con·
ceming such studies.

- The data can be reconciled to the most recently issued
nr.ulcial sWl:menl3.. Investigate signifiC2nt recorn;iling items.

AdditioMl Suggtrud Audit PrtH:tdu.rrs.:.....othtr Typts of Raus
OrganiWions frequently 1C1 as self·insurers or provide some

!)"peS of services for direct activities from =traJized service
deparnnents on acharge for use basis. In addition, they frequently
charge fringe benefits to all activities by means of a fringe benefit
rate applied to the salary and wage COSts inC"U.tTed in those activi·
ties. The cognizant negotiators, while responsible for such rate
acrivitid, mayor may not actually negotiate and publish the rates
themselves. but merely negotiate the rate setting methodologies
andlor resolve any problems which :uise.

• \¥hen such practices exist determine. whether.

- The rate bll$CS include all users and all are treated in a
consistent lIUI1lJlet.

_ Billing I"3tes (or charges) have been adjusted to eliminate
profits and unallowable costs.

CompiUlnct Requirtnun.ts

• All recipients receiving grants. including cooperative agree­
ments. from any federal agency must certify that they will
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 gnDt activity will be drug-free. Making the
required certification has been a precondition of receiving
a grant from a federal agency since March 18. 1989. Every
recipient is required to make this cutification for each grant.

• The recipient certifies that it will provide a drug-free work­
place by:

(a) PIlblishing a policy statement notifying employees that the
unlawful manufacture. distribution, dispensing, posses­
sion or use of a controlled substance is prohibited in the
glUlt~'S workplace and spec;.fy,ing the actions that will
be taken against employees for violation of sucb prohibi.
tion.

(b) Establishing an on·going drug-free awareness program to
infonn employees about:

(l) The dangers of drug abuse in the workplace.

(2) The grantee's policy of maintaining a drug.f~ work­
place.

(3) Any available drug counseling, rehabilitation. and
employee a..s.sistan~ programs.

(4) The pe n!.l ties that maybe imposed upon employees for
drug abuse violations occurring in the workplace.

(c) Making it a requirement~ each employee to be engaged
in the petfonnancc of the grant be given a copy of the
statement required by paragraph (a).

Cd) Notifying the employee in the statement required by
paragraph (a) that as a condition of employment under the
grant the employee will:

(I) Abide by the lerolS of the sutement.

(2) Notify the employer in writing of any criminal drug
statute conviction for a violation occurring in a
workplace nO later than five caJendardays after such
conviction.

- The methods used to adjust for accumulaled over/under
recoveries distributed them in rusonable proportion to the
same users as were originally billed for the savices which
created the accumulation.

- Any retained or une~pendedearning (including reserves)
are present ;wd. if ~. determine: (2.) if they have been
computed in accordance with the applicable cost prin­
c:iples. (b) if they ate ex=sive in amount. and (c) whether
a refund has been made to the feden.! government for its
fair share JJfany 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
c~of employees and whether the pool of frio ge benefit
costs has been reduced for Uly refunds or rebates received.

- Independent aewarial studieS' appropriate for self-insur­
ance programs and ce:ui.n types of fringe benetit programs
are performed. and. if ~. are kept current. reflect acmal
conditions, and use re3SOoable actuarial assumptions.

(e)"Notifying the agency in writing within ten calendar days
after receiving notice under subparagraph (d) (2) from an

.employee or otherwise receiving actual notice of such
conviction.

(f) Taking one of the following actions. within 30 calendar
days of receiving notice under subpatgraph (d) (2), with
respect to any employee who is so convicteQ--

(1) Taking appropriate personnel action against such an
employee. up to and including termination; or

(2) Requiring such employee to participate satisfactorily
in a dru g abuse assistance or, rehabilitation program
approved for such purposes by a feden!. state. or local
health. law enfOrcemCllt. or other appropriate agency.

[Public Law 1OQ.-Q90Tide V,Subtitle D,41 U.S.C. 701 u uq.]

Sug:rst~dAudit Pr(Jutbtn

• Determine through disCussions with employees and written
communications to employees whether the grantee has taken
action to provide a copy of the policy swement to each
employee engaged in the performance of a grant.

• Ascertain whether the sutement contains all the necessary
notifications.

• Determine whether the n:-port made to ferleral grantor
agencies 00 convictions of employees is rued and complete.

• Test a sample of fUes of convicted emplovees and determine
whether the report made 10 federal ~tor agencies on
convictions was reponed within 10 calendar days after the
employer received any notice of an employee's conviction.

• Ascertain whether the grantee lOOk: the required personnel
or treannent referral action within 3D calendar days a.ftcr
receiving notice of au employee conviction.
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ADMlNISTRATlVE REQ UIREMENTS

Federal assistance programs are subject to the provisions of
Ci.rcu1ar A·II O. "Uniform AdministrUive Requirements forGrants
and Coop¢l'2tive Agreements with Institutions of Higher Educa­
tion. Hospitals and Other Nonprofit Orga.ni.utions."

Three administrative requirements. rmanciaJ reponing. cost
principles. and cash management principles. are covered elsewhere
in this pan of the Compliance SupplemenL The auditor should also
consider those common agency administrative requirements listed
below from Circul2t A·IIO. The scope aCthe audit work performed
for these requirements will depend on the amount of testing
perfonned incoMecUon with individual programs and whether the
requirement is material '0 federal programs.

Interest earned on advances

Period of availability of funds'

Program income,

Real property

Equipment

Supplies

Subawards to debarred and suspended panies l

Procurement

Subawards1

Revolving fund repayments

(See procedures under the foHowing compliance requirements.)

CQmpli4nce RequiremenJ
Program income consists of earnings from federally supponed

activities. i.e.• income from service fees. sale of commodities.
usage or rental fees. and royalties 00 patents and copyrights.
Program income may be used in one of three ways: as a general
rule. program income must be used as a deduction from IOtal
project cOSts. If pennitted by the terms of awards., such income
may be used instead to funher eligible program objectives. or
finance tbe nonfederal share of tbe project. The auditor should
refer to the agreement to determine which option applies. Program
income excludes interest earned on advances.

The institution must have procedures to ensure proper accouht~
ability for program income (Circular .0.·110. Att:lchment D).

Suggested Audit Procedures

• Determine whether systems and procedures are in place for
the identification and assignment of program income to
assume appropriate use in accordance with the termS of

'Will be: included in the revis~d circular.

awards.

• Test selected items to determine whether program income
was properly accounted for and utilized.

Compl.Umct Requinmtllt
The institution must maintain a propeny management system

for its federal award programs and related activities that is ad·
equate to meet the standards ofOMB Circular A~ J10. Attachment
~. and the requirements of OMB Circular A-21 or A-J 22.

Suggested Audil ProczdurtJ

• Review and evaluate the institution's property management
system.

• Test the system to determine whether the institution is:

- maintaining adequate 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.

Comp/ianct RequirtmtnJ
The institution must have a procurement system which meets

the requirements of OMB Circular A·IIO, Attachment O.

Su.ggested AudiJ Proceduus

• Review and evaluate the institution' s policies and proce-
dures for ensuring that:

- procurement practices provide for competition.
- unnecessary equipment purchases are avoided.
- subcontractor and sUbgrantee proposal and perfonnance

are adequately reviewed.

Test a sample of procurement transactions to detennine
whether the minimum requirements of Attachment a are
meL

Compliance Requirement
Determine if any of the other administrative requirements

listed above are material to federal awards.

Suggested Audit Proetdures

• Review and evaluate internal controls in the administrative
areas selected for review.

Test transactions for 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 federal

government to achieve objectives agreed upon between the spon4
sering agency and the institution. The types of research conducted

under these agreements are widely varied. The objective of the
individual research projects is explained in the grant agreement
or contraCt.

II. PROGRAM PROCEDURES
Research grants and contracts are awarded to colleges and

universities on the basis ofresearch proposals submitted to federal
government agencies. These proposals are sometirryes unsolicited.

A grant or contract agreement is then negmiated in which the
purpose of the project is specified.. the amount of the award is
indicated. and tenns of administration are delineated.

IIL COMPLIANCE REQUffiEMENTS AND SUGGESTED AUDIT PROCEDURES

A. Types of ServiC<! Allowed or Unallowed

The objectives of individual research projectS a.R ~xplained

in the gram agreement or contract; therefore. there are no specific
- 'compliance: requirements listed here. However. the auditor should

ensure funds were: used to meet lhe objectives of the granL

Suggeslld Audit Proceduu1

• See the suggested audit procedures for direct and indirect
costS in lhe General Requirements section of this gUide.

B. Eligibility

The auditor is not expected to test for eligibility.

C. ~atching, uvel of Effort. and/or Earmarking
Requirements

Compli4nct Rtquiremtnl
Institutions may be required to share in the cost of research

either on an overall institutional or individual gram basis (Circu~

lar A·II O. Anachment E).

Suggesttd Audit Procedures

• Obtain an understanding of the CO,[ sharicg arrangements
with the federal aWarding agencies. Determine wbether COSt
sharing is on an institutional or project-by-project basis.

• Examine the cost-sharing ormatching commitment specified
by the sponsoring ag'ency in the award document.

• Test whether the organization met these requirements.

• Determine whether in-kind contributions for COSt sharing
were valued in accordance with applicable federal cost
principles lOMB Circular A-21 ) and with OMB Circular A·
110. Attachment E.

D. Special Reporting Requirements

CompiU1.nte Requirtment
The grant and contract agreement wilt specify the required

reporu.

Suggested Audit Procedure

• See procedures for FederalFinancial ReportS in the "General
Requirements" section of this supplement.

E. Spedal Tests and Provisions

CompLUmce Rtquirtment
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 allowable and allocable

in accordance with federal cost principles (OMB Circular A·l 10.
Attachment F).

Suggested Audit Procedures

• Review the instirution's accounting system to detennine
whether it is adequate to:

-Identify the federally supponed activities including the
award. authorizations. obligations. unobligated balances,
as~tS. liabilities. outlays and revenues.

~Accumul3.te and record expenditures by cost categories
provided in the approved federal award..

-Account for the institution's financial panicipation. if re­
quired.

-Assess the reasonableness and allowabiIiry ofCOSts claimed
in accordance with the provisions of applicable federal COSt
principles and the tenns of the agreement.

-Assure that individual items ofcosts are not claimed against.
more than one projecL

• Test the accounting system to detennine if it is operating
effectively.

Compliance Requirement
The distribution of individual employee compensation to fed~

erally sponsored research projects must follow the guidance as
Slated in OMB Circulars A~21 and A-Ill.. HHS Hospital Cost
Principles (45 eFR Part 74 Appendix E). and applicable award

~ documents.

SuggtSled Audit Procedures

• Review and evaluate 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
dismbuted based on a distribution of activity.

-Personal service costS incuITed were properly approved.

-Personal service costs were not materially misstated due to
processing errors•

-A liabili?,\vas accrued for aU costs applic:lble 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 actual
activity.

• The record of activity is signed by authorized personnel.
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- TIlt Il!rIle l>eUfilS <!urSed 10 federal .words ....er. ,up­
poru<l by the ",eounun, record"

COlRpl14... R.~vi'....1Il1 .

Direcl eo'U chilled to federal IW.rdS mUSI be challed in
~ with OMS Circulus ...·21Ind ...·122 and .pplicable
....ltIl.l doc:ufll(nts.

....

'J1l17

SVlf"l.d ,('11411 ProCt/!vm

• Review l~ evalll!le the iMtitution's lyS'e"'.O( internal
controls lnd test the accex,mtint: record' to delermlt')~ whether:

_ The inul",tlo. hn • policy on the use of eo.,ulllnu till'
I, in &«oldl1lc. "ith (.derrJ requirement••

-The'inwlution htl an ace.""ble Illvel polier·

• Select septl'Ite ..",pl.' fot Il2vel COltS, eonsule..1C«U.
eo>! ,"••fClll>elwesn projecl' and olhel di"el ehslle, .nd
d.lemina If lhcy are properlr documented and are .110'11­
able:

Comp/lane. R.~ulr.m ••u
Th. vanl .....ant may h..e ,peclal term. Ind conditlonl whicll

.hould be eensldere4 dUlin, the sudj~

SU""Ud '(ult P~.~".

• Dol.imin. tho ,lenWc••t complllncoloqui,ementJ from the
rc10arch iTine or Iward.

• Develop .udie procedUl't$ 10 rell eomplienoe willi illese
roquilemenu.
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-rull dialribudon of p4rsoTlMI CQ5U i, reconciled I<l Ihe
~~ of K'lOOnu II 16111 Inouilly,

-Per I ,ample of ~SOlljl ..rvice comp<nulion chl'les.
dtlUl!lm. whether lhe Iystem fj workinc IS intendeQ by
cond~tns interviews of employuS. ccmpulna records or
och" 1O<U. .

CfHflPUtutC' R'flUr.IMIU:
Smployu bolltfie. mU'1 be charlt<! 10 fe<Jerd .ward1 10

aocordlllCC wilh OMll Clreulm A·21 .nd A·122.

SOltIS'" AoIUi/lI'T9<.duNJ

• ~lew IIld e'llu.14 I"" Inuiludon', ',y'lOt/l of Jnlernal
eoncr04 IIld Ute IC<;O\lnUni IteOtd> 10 dttennille whether.

- The frin,e benefit...tts .uthcriud by the pononnel poll.
01«.

- The fllllCe bellefil1 e/uraed 10 federal Iwtlds werc ,up­
pomd by the lCeounlin, records.

COIOIplum<f ~'f"ir""1I1J
Dietel oO'ts chilled 10 (edelll aWlrds mu,1 be chllied in
~ willi OMS Circulars A·211nd A·i •• Ind applicable
ltWanU doc1Irwnts.

....

'1'1111

SUlrIJltd 1;""11 Prou'"",
• Revlow 1M evllU3le the iMtitulion's lyStom of inlOtl4l1

controls lnd test the ilccoumint record, 10 oelermiM; whether:

- The insdl<lclon hlU • polley on the use o( cOMuitanu that
i, in IC¢Ordlllce wilh federal rcqulrem.nu,

-The'jollitudon hIS III .ccepllblo tllyel policy.

• S.le<;l tep&tlee sample, fO( cr.vel COIlS. COOIUltlll1 COlli,
COlt IlIos(en belwean proj«l.l .nd other direct chO/iel and

, d.termln. If they lie properly documented and 1/1 .110'11'
jblt:

Compilanc.R.quu.m,.u
The cranelwm! may h..e ,peei.1IIetm' .nd condillons whje~

should be eon<idere<J duelnl the .a.diL .

S~Ulfud ,,"lUit P'Qf.du,tj

• Dol.iminelh••llnlnclne complilnce 'equlrements from ill.
fCJctre:h grant Qr I'lllard.

• Develop ~udjt procedure; 10 lell compliance wjlli thelc
requirements.
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Section J. DEPARTMENT OF HEALTH AND HUMAN SERVICES

FAMILY PLANNING SERVICES

93.217

r. PROGRAM OBJECTIVES

The objectives of :nn'" for fllJIlily pllUlning lervice$ arc to
wi'l in the es14blishmen, 1I1d npenuion of volunury family
plonnin, projw,. The,. projC<:1l ,han con,iSI of the pillming

projects.ThC1e projeClS shall co?sisr of tM educali~l. compr..
hensive medic31 and ,ocial servICe! necesSUj' 10 81d mdIvlduals
in freely determining the number and :ipacing of their children.

U. PROGRAM PROCEDURES
GrllllUS request fund$ through a g..."t appli"'ltlon wbich

cont1in1 abadge! all<! a narrative plan. After reviow and approval
of the gram application. a Notice of A...,,' award is prepared by
tho grants m.tnaa:cment office. .

Th<: aMual Notice of Grant Award specifies fUnds to be
provided far the year and indicatel tho lengrh of time: HeaUh ll\d

Human Services (HHS) intends 10 suppan the projcct without
requiring reapplicalion for fund•• Thi, period, called the project
period. win usually be for 3 to 5 yuts.If during the :ran, y=.
conditionl change, th¢ s-rantee should Douty thG AdmUUSlnl:or
and a rcvil-ed Notice of g~t Award may be preptred.

ilL COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDURES

A. r1~ of Services Allowed or U.IUowed

• Fond$ are t.o be used:

- to provide for (1) medical "",i"". related to family plan­
ning including physici1tl'$ consultation. examination.. pt't)'o

$C1"iptiol"l. ·continuing supervision. liboTilory ~;camin;uiOl\.

and COlur2ccptive supplies, aJ1d neceS1iliU')" referral to other
medical facilitiea when medieaJly indicated. and (2) the
effectiv~ usago of contticcptive devices and practices.

- to provide for >neW S¢tVices relaled to family planning
including counseling. refeml to and from other .lOCial or
medical services agencies. and .ny ancillary set\'icos which
may be necomry to facilitate clinic attendance.

- to provide ror information and educational program.· de·
signed [0 (I) &chieve community underit.inding aflheproject.
(2) inform the community of the availability of service1, ~d
(3) promote continued participation in thc project by persons
to wbom fmily plannin, ,.tvice. may bell<lfiL In addition.
fuAda may be used to provide for coordination and use of
referral arran~emenu with other providers of healrh """
servi"". inclUding but nOllimited to)~ health ltld welfare
depanmem,. hospitals, vOIUllUry agencie. and health =.
vleo; projocu supponed by other federai programs (42 CFR.
S9.:;).

Pond$ may not be used:

-to provide pregnancy =e (inciuding ob!tetric or prensl4l
care) (42 CFR. 59.2). •

- t.o provide eounseling concerning [he use of abomon ....
mtthod o( family planning or provide leferral for abortion
... melhod of family planning (40 CFR. S9.g).

"- for e.xpenditurC$ to encour:ge, promote or advocate abor..
tion u. method of family planning (42 CFR 59.10).

- fot eXpen<litwes thll are contrary to the applicable eon
p1incipJea plescribed in Subpan Q of 45 CFR. P3tl 74.

SuUtsUd,(/ldil I'r."dru't

t Review and evalu.su the :ntemal COntrol ~ystc:ms designe.d
lO ensure expendil1.ues are only made for allowable $¢J"Vices

• TeS( expenditures ~d reined records to delermine wheth¢r
e1 ,,.ndiM'" were mad< only fOI allowable ,.nin...

B. Ellglbllity

COw:lplktlte' Rtqui"m~1ft .
Any public or non-profit ptivilte entity in a stau~ may apply for

• g'411t (42 CFR 59.3).

Sugg,tud.4udU hOCfdur,
Review the incorporation dOC1lrnents or rehued recordl and!

or the most recent Internal Revenue Service List of t.ax~cxempt

orsaniution. as defined in Section 501(c)(3) of Ihe In[emal
Revenue Code.

C. Matching, Ltvel af EJrort••nd/or Earltlllridog
Requirements

Compliance Requi:rtmln/
There is no matching. level of effort or earmarbna req"uire·

ment5.

D. Sped.1 Reportini Requirements

There are no 3peciaJ reponing requircmenu.

Eo Sped<ll rem and Provision,

Cpl1lpiUlnCl R,quJr,mtfUl

• ThG gnltt«: should muimiIc non·gnmt re~ue.

• The ;nt1tu should s-eCart: payment from clients for sen-ices
in 4cco~nce wilh the schedule of dbcoulltil hued on the
ability [0 pay (42 CFR :;9..1(.)(7).

• l{ a third pany ;, authorized or legaily obligated to poy for
",rvlc... Ihe grantee .hould makc all ,.asonable e{forn [0
obtain third pany paymr:m without .1pplicllfion of any dis­
.Cl'unll (42 CFR 59.5(a)(g).

SUl ".ud ,(/ldil Freet'lV.,
• R.eview and evaluate m¢ gnntee's policies and procedures

for billing and collection. including use of the sc.':leeulc of
discoums.·' .

• Test client charges 10 de:ermine whether L':ley w~re properly
recorded based on the schedule of discounll.

• Test accou:m receiv:ble ret:ords to detem.ine thlt coHee­
(jon.s are maximiud.
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... Test se1«1ed bad debt! to determine wh.¢thet coll.ection
could hAve been m&de on 1be .&CCOUnt

Co~. R"Ivlr....z:I
11lere a.r~ three optionli regarding the use of the grMf-rcwed

illc=e allowed by 45 c."R 74 Subpan P. The grant award
doeument will specify which option is lllowed.

1/''''

SUlgUlld Audll Pr(;c,Ju"

• Rcvlew and evalU2te the intern~ conrrols in p!ace fO accoum
(or program income in ;)CC.Ordancc with gfl11t lWud.

• Test records to detenn~ whether program income a
accounfed fQr in 4Ccord.:.ncc with. the grant award.

COMM1JNITY HEALTH CE?IiTERS (~tion 33lJ)

93.224

I. PROGRAM OBJECTIVES

The objective 01 <he Olmmunity HeillLb Cen",,, Program i.
lO'Upport <he development and operation o( community health
Wltell which Pl'ovide primary health $¢<Vices. ,uppl"",ont'l

health. services lU"ld envilOnmenIlI heal:h servicu to medie:a1Jy
undC$Ol'Vl'.d popul.lion..

II. PROGRAM PROCEDURES

AIry puhlic or n<>nprofit priv.'" entity is eligihle to apply (or the.. funds.

III. COMPLIANCE REQUIREMENTS AND SUGGESTED At:DIT PROCEDURES

A. Typ<s of S<:nie.. Allowed or Unallowed

The program r=iv.. (und. which may be u,ed for the co.t
of planning•.developmcnt. and opomion of community health
cent<>/S.

S/lfZtsttd ....udIt l'roudur.:
Revi :W a.nd evaluate incernal controls designed to ~nSure tha.t

..pen" .;um. ate made only for ../Vic.. of the approved project.

B. EligIbility

C0"'l'/J4Ac, R,qvlr,m.lIl
Ally pUhlic or nonprofit (42 CFR 51 c.1 02(()) private entity i.

digible to apply for a grant (42 CFR 5Ic.103).

Svu.ma Audit Proc,dur,:

• Determine if tho gnntee is il governmental entiry or is
idtJuified in the most ;>ecent Internal Revenue Service list
01 ""'-<xempt or&aniution... defined in So<tion 501(cX3l
of the IRS Code.

• E.u.mine a certified copy of the Orantec' oS ~rtificate: of
incorporation or similar document tim cleuly emhlishea
<he nonprofit ItIlU. of <he entity.

C. Matclllog, L<vel of £trort aDd/or urmarkl~
Requlrem'DU ....

Comp/J41u;. lltqllir.m.nt
The followini (und, for center> mu.t Ix; accounted for as being

..pended during the budget period for the approved project prior
10 tile US< of grant fUtld" al ,II ,..ce, local. and other operational
fllllding received by or allocated to the approved proje"'. and h)
all fees premium., and third.p.rty reimoursementt accrued .fter
adj....anent. for uncollcctible up to snd including the amOUnt
expected lor the budict period (42 CFR Pan 51c.3<l3(rl]. The
"&mount expected" j, the .amount of fees. premiums. and third ..
party reimbunemenl$ in Ihe non·federal sharc of the final ap­
proved budget for the budget period.

Fees. premiums. and third·puty reimbursements above tho
iIIlOUJ\t ex~ted for the budgel period must be used as needed
when the ¢.O"$L$ of the center's operadon during the budget pe:!cd
exceed the total of the amounu cited in a) iU1d b) in the preceding
paragraph Ul4 tho =lioe 330 granL

S/Jgztst~d AlUiIl Pnxldu.r,s

• Identify, study and evaluate the controls designed to in!ure
that .11 appliC>lole "on-vant fund. are used Ix;(ore grant
fuod",

• Determine whetlter all appli..ble non-g",nl funds were ~ed
(or the approved projea prior to u« of tile grant fund,.

• Determine whether fees. premiums. and third-party re:im~

bu~mentti above the amount e,;pected for the budget period
were used fot <:OS1$ of the CCl1ter'S operation.

. D. Special Reportln!: R«julrtments

CompU4l1M Requi7~17Ienl

The BCRS Common Reporting Requirements CSCRR) Report
wUl be required annually beginning witil reports for calendar yeu
1991. Table 6 o(:hc BCll.R Repon i, cn accrual bui. report of
ill coats Issociated with the :lJ>proved project

Suggtftld AudU Proc,dM,.,z

• Rectncile accounting recordl with Table 6 of th-e BCRR
Report.

• Verify that the BCRR report is beinll accurately prepared.

Eo Sped" Tem and ProviSiOns

COlllplianc. R.quirolll.1Il
Audited financial ~t.a1e.menU are 10 be prepared in accorda.oee

witil GeneTllly Accepted Accounting Principle. IP1Ihlic !1ealth
Service Act Section 33O(hl<nl.

Suglw,d Audit Proc,duff
Decennine whether the flnallcia.J ~ti~m¢nu :nd results of

financi.I.opeT3tions are reported ie .ccordAnce with generAlly
....pted accounting principles and identify any depUturos u a
eompliince violation.

C"l1'lpJl4lJc. Rlquiumln.:
~ grantee slJ.a-n secure piymen:s from ?arients ror $¢rviees

in l.Ccord;tncc witl11he $Chedule of fees and discounts which w­
been adjuUed on the of ,he plden,', 'bility '0 ;>ay (42 CFR
51c.303 (I).
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... , ,

SOU"," ,tlUlU Prot""",
• Revie.,.. and evalu.tte politi¢:&: and procedures for 1) id¢l"lti ...

tying the puien,>, ability to P'y, 2) using sliding fee ochec!­
ule$ to adju,t ntes bt.s«i on ability to pay and 3) properly
recordin& and adjuning p1tiertt ftes.

• Review and evaluate policies itnd prcx::eduns ror 1) maxi~

mjzjng revenues from third p.tnie.s such &I insuranco mal.i­
mizing revetllJt$ from third parties insurance, Medicare and
Medicaid aM 2) muimizing collection of char&;es. includ­
.Jl& use of collection .gencies. where .ppropriue.

• Telt fees 10 determine jf lhey were properly recorded b.ased
on ability to 'Ply and Adjusted based on the slidini ree
$Chedule.

o Test sele<;ted 4COOlJnts recei'Oblc records and bad deb", '0
determine that coUe:coon1 were maximized.

Compli4nCl R.qwr11Unl .
Tho centetrnuSl uS< excess program illCQmelO: (I) expand and

improve ill serviccs; en) to increase the number of persons

....

(eligihle to receive 3UYices from such. center); (Ill) c,",,,ruc~

expand. ,nc modernize its facilities; (IV) improve the adminis­
tration of iu service program5; or (V) e$ul,bli~h U1e financial
reurve for {he Fumishi"'g of !el"Yice$ on a pr<:p&id baai,. WJthout
the tpprovl1 o( tb~ jlwarding authority. nOl more. than one~half of
the excess proinm int;ome from a given budget period may b¢
used for construction ind moder.zouion (:sec purpose n in the
prtceding statement} of the center's facilitie3.

Excess program income is the amount of ree~. premiums.. and
ttird.. p.arty reimbursements wccrued from center operations dur­
ing' .e budget period, whien is no! neoded for tlle actual com of

. 'he approved project and .xcuds the .XpeCled amounl of fees.
premium•• and third-party reimbursements for thc cudgel period.

SuggW.d AlUlU P_,Jure,

• ,Review and evaluate infernal controls designed to enSuns thac
exe"" program lnco;;'e is used only for authorized purpo....
and th.. the grantee obtained prior r.view and/or approvd
of the use Ill; appropriate.

• Test expenditures and related records.

,,
,/
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