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Grants Administration Policy and Procedure Manual


19.0
PROGRAM INCOME

Description:

Federal Description (National Institutes of Health [NIH]  Guidelines):  Program income is gross income earned by a grantee, a consortium participant, or a contractor under a grant that was directly generated by the grant-supported activity or earned as a result of the award. Program income includes, but is not limited to, income from fees for services performed, the use or rental of real or personal property acquired under the grant, the sale of commodities or items fabricated under an award, and license fees and royalties on patents and copyrights. Unless otherwise specified in the terms and conditions of the award, NIH grantees are not accountable for program income accrued after the period of grant support.

Program income earned during the period of grant support (other than income earned as a result of copyrights, patents, or inventions or as a result of the sale of real property, equipment, or supplies) shall be retained by the grantee and may be used in one or a combination of the alternatives indicated below in Table II-3 as specified by NIH. This includes income earned from charges to third parties for use of equipment or supplies acquired with NIH grant funds as well as charges for research resources.

NIH may require a different use of program income than that indicated in Table II-3 if a grantee has deficient systems or the Principal Investigator has a history of frequent, large annual unobligated balances on previous grants or has requested multiple extensions of the budget/project period. Regardless of the alternative applied, program income may be used only for allowable costs, in accordance with the applicable cost principles and the terms and conditions of the award.

TABLE II-3
REQUIREMENTS FOR PROGRAM INCOME ACCOUNTABILITY

	PRIVATE
Program Income 
Alternative
	Use of Program Income
	Applicability

	Additive Alternative
	Added to funds committed to the project or program and used to further eligible project or program objectives.
	Applies to NIH awards subject to expanded authorities and to awards under the SBIR/STTR programs, unless the terms and conditions of the award specify the use of another alternative. 

	Deductive Alternative
	Deducted from total allowable costs of the project or program to determine the net allowable costs on which the Federal share of costs will be based.
	Applies to NIH awards issued to non-SBIR/STTR for-profit organizations and to other awards if specified in the terms and conditions of award.

	Combination Alternative
	Uses all program income up to (and including) $25,000 as specified under the additive alternative and any amount of program income exceeding $25,000 under the deductive alternative.
	Applies to all other awards, unless the terms and conditions of the award indicate otherwise.

	Matching Alternative
	Used to satisfy all or part of the non-Federal share of a project or program.
	Available for use by NIH programs that require matching.


1.
Reporting of Program Income:  If a grantee is accountable for the use of program income during the period of grant support (other than income resulting from royalties or licensing fees, for which there may be no accountability or which will be reported separately), the amount earned and the amount expended must be reported on the Financial Status Report (FSR) (SF-269—Long Form). The costs associated with the generation of the "gross" amount of program income, if they are not costs charged to the grant, should be deducted from the "gross" program income earned, and the "net" program income should be the amount reported. Program income subject to the additive alternative must be reported on lines 10r and 10s, as appropriate, of the FSR (SF-269); program income subject to the deductive alternative must be reported on lines 10c and 10q of the FSR (SF-269); and program income subject to the matching alternative must be reported on lines 10g and 10q of the FSR (SF-269).  

For awards under Streamlined Non-Competing Award Process (SNAP), the amount of program income earned must be reported in the non-competing continuation request and the amount expended reported on line 11g of the FCTR (SF-272). The FSR for the competitive segment must include the aggregate amounts earned and spent.

Where the terms of the Notice of Grant Award (NOGA), including this policy statement, do not specify any accountability requirement for income earned, no reporting of income is required. Reporting requirements for accountable income accrued after grant support ends will be specified in the NOGA.

2.
Royalties and Licensing Fees from Copyrights, Inventions, and Patents:  Unless specific terms and conditions of the award provide otherwise, NIH grantees are not required to account for income earned from copyrighted material. However, grantees must account for royalties and licensing fees that result from NIH-funded inventions and patents. Income of this nature must be reported on the annual utilization report, which is required if the grantee decides to elect title to the invention or when licensing fees are generated for inventions that are not patented (i.e., some biological materials and unique research resources) If commercialization of an invention is an anticipated outcome of a research project, the NOGA may include additional terms and conditions regarding the disposition of program income.

State Description:   The state defines Program Income as “Not-for-Profit Contractor Surplus Revenue”.  If, through cost savings initiatives implemented consistent with programmatic and contractual obligations, a non-profit Contractor (such as BMC) accrues an annual net surplus from the revenues and expenses associated with services provided to Departments which are subject to 808 CMR 1.00, the Contractor may retain, for future use, a portion of that surplus not to exceed 5% of said revenues.  The cumulative amount of a Contractor’s surplus may not exceed 20% of the prior year’s revenues from Departments.  Surpluses may be used by the Contractor for any of its established charitable purposes, provided that no portion of the surplus may be used for any non-reimbursable cost set forth in 808 CMR 1.05, the free care prohibition excepted. Division of Purchased Services (DPS) shall be responsible for determining the amount of surplus that may be retained by each Contractor in any given year and may determine whether any excess surplus shall be used to reduce future prices or be recouped.

1. Disclosing Not-for-Profit Contractor Surplus Revenue Retention Fund Pool:  The contractor must either make an entry in a segregated unrestricted fund balance account of the financial statements or an entry in its notes to the financial statements for the following fund pool activity:

· Beginning accumulated surplus revenue retention fund pool balance or deficit;

· The amount of surplus attributable to the Commonwealth in excess of 5% of the revenues furnished by the Commonwealth purchasing agencies in the year;

· The amount and type of financial transactions that occurred in the surplus revenue retention fund pool during the year;

· The ending accumulated surplus revenue retention fund pool balance or deficit;

· The amount of any ending accumulated surplus revenue retention fund pool balance that is in excess of 20% of the contractor’s prior year’s revenues received from Commonwealth purchasing agencies.

The surplus revenue retention fund pool may increase or decrease over time.  The fund pool ending balance should be less than the previous year if the contractor incurred a total deficit attributable to Commonwealth contracting.

Guiding Regulations 

Federal:   Federal Regulation 45CFR74.24 is used as a guideline for how Program Income should be handled for federal grants and contracts. 

State:  The Commonwealth of Massachusetts regulation 808 CMR 1.03(7) and the “Not-for-Profit Surplus Revenue Retention Policy” are used as a guidelines for how “Not-for-Profit Contractor Surplus Revenue” should be handled for state contracts.
Policy:
Federal:  The Grant Accountants are responsible for reporting all federal program income on the “Long-Form” of the FSR.  Recipients of Public Health Service (PHS) research grants that fall under Expanded Authority Regulations can use the “Additional Cost Alternative” approach in handling program income.   

· Additional Cost Alternative: This approach is used for costs that are in additional to the allowable costs of a project for any purpose that furthers the objectives of the legislation under which the grant was made.

For research grants not included under Expanded Authority, the following “Combination Alternative” will be used to handle general program income, unless specified otherwise by the awarding office.

· The first $25,000 of program income will be used in accordance with the “Additional Cost Alternative” (see above).

· Amounts in excess of $25,000 are to be used in accordance with the “Deduction Alternative” (see below), unless otherwise indicated on the Notice of Grant Award.

· Deduction Alternative: Excess amounts are deducted from the total allowable costs and third party in-kind contributions (cost sharing) for the purpose of determining the net costs on which the Federal share will be based.  When this alternative applies, the deduction must be made from current costs unless the terms of the award authorize deferral to a later period.  In effect, under the Deduction Alternative, if you have a grant for $300,000 and program income of $50,000, the sponsor would pay for $250,000 and the other $50,000 would be used in support of the award.

State:  The Grant Accountants are responsible for reporting all state Not-for Profit Contractor Surplus Revenue Retention Fund Pool information. All State Contract Fee for Service surplus revenue will be reported annually to the Massachusetts Operational Services Division on Boston Medical Center's Uniform Financial Report.
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