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Agenda

• The CHC Program Income Exception

• How can CHC’s spend Program Income?

• Excess Program Income

• HRSA Site Visit Considerations

• Procurement / Cost Principles / Property 
Standards
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PROGRAM INCOME
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Program Income

• What is CHC program income?

• Is this different that excess program income?

• What are responsibilities for program income?

• Does CHC grant treat program income 
differently from other grants?

• Program Income Exception:  330 grantees only 
follow Uniform Grants Guidance (Procurement, 
Cost Principles, and Property Standards) when 
using grant dollars
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What is CHC Program Income?

• Definition per Notice of Grant Award:
• The non-Federal share of the project budget includes all 

anticipated program income sources such as fees, 
premiums, third party reimbursements, and payments 
that are generated from the delivery of services, and 
from “other revenue sources” such as state, local, or 
other federal grants or contracts, private support or 
income generated from fundraising or contributions. In 
accordance with Section 330(e)(5)(D) of the PHS Act, 
health centers may use their non-grant funds, either “as 
permitted” under section 330 or “for such other purposes 
… not specifically prohibited” under section 330 if such 
use "furthers the objectives of the project.
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Program Income – 330 Statute

• Authorizing 330e(5)(4)(D) 
• Use of nongrant funds.  Nongrant funds described 

in clauses (i) & (ii) of subparagraph (A), including 
any such funds in excess of those originally 
expected, shall be used as permitted under this 
section & may be used for such other purposes as 
are not specifically prohibited under this section if 
such use furthers objectives of project
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Program Income

• “The P&Ps must:
• Limit the use of program income relating to projects financed 

with federal funds to one or more of the following:

• Furthering the eligible project or program objectives;

• Financing the non-federal share of the project or program; or

• Deducting it from the total federal share of project or program 
allowable costs.

• Detail how the program income is calculated and under what 
conditions the program income is to be used.”
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How can you use program income?

• Construction projects?
• Davis Bacon Applicable?

• Lobbying / Advocacy?

• Promotional Items?

• Alcohol?

• Reserves?

• Other expenses???
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Other Lines of Business (Out of Scope 
Activities)

• What out of scope activities do health centers 
participate in?

• Jails, food pantries, others…

• Do these activities need to be self supporting?
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EXCESS PROGRAM 
INCOME
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Excess Program Income

• Excess program income

• Program income generated in excess of amount 
budgeted & reflected on NGA as non-federal share 
is considered “excess program income” (EPI)
o Retained earnings?

• Similar to program income, EPI can be used for 
any purpose that furthers grant-funded objectives 
& is not specifically prohibited by Section 330, 
including establishment of reasonable reserve 
funds
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Compliance Manual

• Chapter 15:  Financial Management

• Requirements - The health center must use any 
non-grant funds as permitted under section 330, 
and may use such funds for such other purposes as 
are not specifically prohibited under section 330, if 
such use furthers the objectives of the health center 
project.

• What does this mean exactly…..
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Compliance Manual

• Chapter 15:  Financial Management
• Demonstrating Compliance - The health center can 

document that any non-grant funds generated from 
Health Center Program project activities, in excess 
of what is necessary to support the HRSA-approved 
total Health Center Program project budget, were 
utilized to further the objectives of the project by 
benefiting the current or proposed patient 
population and were not utilized for purposes that 
are specifically prohibited by the Health Center 
Program. 
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Compliance Manual – HRSA Comments

• Chapter 15:  Financial Management
• Issue:  Excess Income

• Comments:  Two commenters requested clarification of the 
last Demonstrating Compliance bullet of this chapter that 
requires documentation of “any non-grant funds generated 
from health center activities in excess of what is necessary to 
support the HRSA-approved total health center project 
budget.” Specifically, the commenters ask whether such 
excess income: 1) is defined differently than how it has been 
defined on the Notices of Award, which currently identify such 
excess income as an Unobligated Balance (UOB); 2) may be 
used for capital expansions; and 3) may be used for programs 
outside of scope, if such programs benefit the patient 
population.
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Compliance Manual – HRSA Comments

• Chapter 15:  Financial Management
• Issue:  Excess Income

• HRSA Response:   Direction regarding how to report excess grant 
income on a grantee’s Federal Financial Report and requesting 
carryover of heath centers’ UOB is beyond the scope of the 
Compliance Manual. Grantees should consult with their Grants 
Management Specialist regarding such requests. As outlined in the 
Compliance Manual, health centers have flexibility with regard to 
use of non-grant funds as long as such uses further the objectives 
of the Health Center Program project and are not specifically 
prohibited. Non-grant funds in excess of what is necessary to 
support the HRSA-approved total Health Center Program project 
budget may be utilized to fund out-of-scope programs, as long as 
the use furthers the objective of the Health Center Program project 
by benefitting the current or proposed patient population and is not 
specifically prohibited. 
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Compliance Manual – HRSA Comments

• Chapter 15:  Financial Management

• Issue:  Reporting Program Income

• Comments:  One commenter asked whether a 
health center’s failure to report all of its program 
income relating to the health center grant would 
impact future HRSA funding decisions. 
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Compliance Manual – HRSA Comments

• Chapter 15:  Financial Management
• Issue:  Reporting Program Income

• HRSA Response:  The bases of HRSA funding 
decisions and any relation to reporting of program 
income are governed by 45 CFR Part 75 and 
provisions of the HHS Grants Policy Statement, as 
well as the applicable Notices of Funding 
Opportunity and terms and conditions of award. 
Therefore, determinations of the kind sought by this 
commenter are beyond the scope of this 
Compliance Manual. 

18



2019 Annual Conference
Financial Resilience Track

HRSA Site Visit Considerations

• Chapter 15:  Financial Management
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HRSA Site Visit Considerations

• Chapter 15:  Financial Management
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Grant vs. Non Grant funds

• Do health centers have discretion when proposing to 
allocate the total budget between the Section 330 
funding & non-grant funds?

• YES!!!

• Know the rules!!!

• What are the rules again???
• Different requirements for grant expenditures vs. non‐grant 
expenditures

• OMB Circulars, CFRs, etc. generally do not apply to non‐grant 
expenditures
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PROCUREMENT

22



2019 Annual Conference
Financial Resilience Track

Procurement

• What is your procurement process?

• Do you have two different policies? Grant vs. program 
income expenditures?

• Procurement & Uniform Grants Guidance
• Effective fiscal year ends December 31, 2017, & later

• Which procurements are subject to these standards?

• How do you address federal procurement standards?  

• Practically vs. in your policies

23
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Procurement Methods
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Approval Thresholds (Example)

Procurement Policies & Procedures

• Develop a procurement policy modeled after 
Federal standards that can be followed when 
using federal & nonfederal funds

• Put processes in place to facilitate 
documentation

• Establish who is responsible for what

• Documentation continues to be key
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Example Procurement Checklist 
Components

Purchase Type Competition Documentation Threshold 

Supplies or equipment Item unit cost > $$$$$
or
Purchase of multiple units of an item > $$$$$

Services Contract cost > $$$$$
or
Cost reasonably expected to be paid over one year of service > $$$$$

Check reason for justification of supplier/service provider selected:
 Supplier was the low bidder/provider.

 Supplier provided the best evaluated responsible offer (other than low bidder) – provide 
evaluation criteria



 An unusual & compelling urgency precludes full & open competition – provide rationale 

 Compatibility with other components of a system already in operation – identify existing items 

 Only supplier that meets pre-established performance characteristics – provide listing 

 Supplier/consultant is the only manufacturer/provider of this good or service 

 Other 

 Explain circumstances below (attach relevant documentation):
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Example Procurement Checklist 
Components

Price/Cost Analysis Basis

* Requires explanation (attach supporting documentation > $$$$$)

 Adequate price competition 
(bids/quotes)

 Historical pricing* (provide previous 
PO/invoice)

 Catalog/Market pricing*  Comparison to similar items*

 Comparison to in-house estimate*  Cost analysis*

 Lease / Purchase Evaluation* 

Summarize analysis & explain circumstances below:
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Disbursements/Procurement

• “The P&Ps must require:
• Documentation must be maintained to support all 

disbursements and describe how;

• Disbursements must be pre-approved and indicate by whom 
for both small and large dollars purchases;

• Expenditures be reasonable and explain how this should be 
accomplished (bids, quotes, etc.);”

29

Disbursements/Procurement

• “The P&Ps must also require:

• Blank checks be safeguarded and define how;

• Segregation of duties over creation of vendor accounts/making 
payments via Electronic Fund Transfer methods and define how; and

• The dollar threshold for determining signatures on checks and 
designated organization officials authorized to sign checks.”

• Example of segregation of duties related to 
disbursements/procurement are as follows:

• Access…to check stock

• Should be separated from the Recording (printing)…of checks

• Which should be separated from the Monitoring (reconciliation)…of 
bank statement checks are disbursed from
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COST PRINCIPLES
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Items of Cost Must Be…

• Necessary & reasonable 
for performance of 
award

• Allocable – Subpart E

• No limitations or 
exclusions

• In accordance with 
policies & procedures

• Reasonable

32

• Treated consistently

• GAAP

• Not double counted –
cost sharing, etc.

• Adequately 
documented

• Allowable – Selected 
definitions of 
allowable costs
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Reasonable costs…

• Reasonable costs is defined as “it does not exceed 
that which would be incurred by a prudent person 
under the circumstances prevailing at the time…”  
Consider the following

a. Is cost generally recognized as ordinary & 
necessary for operations?
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Items of costs – Unallowable – Grant 
Funds

• See rules for specific exceptions, but typically these 
are unallowable

• .423 alcoholic beverages

• .426 bad debts

• .434 donations & contributions see                                       
cost matching exception

• .438 entertainment costs

• .450 lobbying (long explanation on what is lobbying)
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Items of Cost – Allowable – Grant 
Funds

• See the rules for the specific exceptions, but under 
right circumstances

• .437 employee health & welfare cost

• .463 recruiting costs

• .464 relocation costs

• .472 training

• .474 travel
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Timekeeping – Uniform Grants 
Guidance

• Compensation – Personnel Services –
75.430

• “Charges to federal awards for salaries & 
wages must ….. Be supported by a system 
of internal control which provides 
reasonable assurance that the charges are 
accurate, allowable & properly allocated”

• “Reasonably reflect the total activity for 
which the employee is compensated by the 
non-federal entity; not exceeding 100% of 
compensated activities”

• Comply with established organization 
policies & procedures
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Timekeeping – Uniform Grants 
Guidance

• Compensation – Personnel Services – 75.430
• “Support the distribution of the employee’s salary or wages among 

specific activities or cost objectives if the employee works on more 
than one federal award”

• “Budget estimates alone do not qualify as support for charges to 
federal awards, but may be used for interim accounting purposes “if 
they are a reasonable approximation, significant deviations are 
identified and corrected timely and the internal control process review 
after-the-fact interim charges and make the necessary adjustments 
for accuracy”
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Timekeeping

• “The P&Ps must:
• Describe timekeeping controls and plans to monitor 

compliance with federal statutes, regulations, and the terms 
and condition of the federal award;

• Describe the distribution of salary and wages charged to 
federal awards be based on actual employee activity as 
reflected in personnel activity reports (timesheets), prepared 
after-the-fact, that include the total activity for which 
employees were compensated.”
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Timekeeping

• “State that Timesheets must be certified as accurate by either 
the employee or a supervisor familiar with the employee's 
activities.

• Non-profit organizations cannot charge salary and wages to 
federal awards based on budget estimates. However, States, 
Local or Indian Tribal Governments may allocate salary and 
wages charges to federal awards based on budget estimates, 
other distribution percentages, or use a substitute system if 
certain conditions are met in 45CFR §75.430.”

• Are the statements above completely true & 
accurate? Not exactly…
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PROPERTY STANDARDS
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Property Control

• What Federally funded PP&E do you have?

• Can you identify them?

• Prior to ARRA this was often ignored

• Are your policies compliant?

• Do you know about or understand the rules?

• These standards are only “required” for Federally 
funded property
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Equipment Records – 75.320(d)(1)

• Property management standards for equipment include all of the 
following

i. Description

ii. Serial # or identification #

iii. Source including award #

iv. Whether title vests in recipient or feds

v. Acquisition date

vi. Federal share percentage (cost of item)

vii. Physical location & condition & date of update

viii. Acquisition cost

ix. Ultimate disposition data including date of disposal, sale price or 
method used to determine current FMV where recipient 
compensates HHS for its share
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Equipment – 75.320 (d)

• Physical inventory every two years (2)
• Note & investigate difference in count

• Verify existence, utilization & continued need

• Maintain control system to prevent loss, 
damage or theft (3)

• Adequate maintenance procedures (4)

• Provide fair competition as practical if required 
sale of equipment (5)
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Equipment – 75.320 (e)

• Disposal 
• Current FMV > $5,000

• See rules & get HHS approval in advance

• Federal grantee has 120 days to respond

• Current FMV < $5,000
• No approval, but suggest best interest of CHC

• Ordered transfer – see rules
• Rare in CHC world

• Most likely due to combining CHCs
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Equipment Records – 75.320

• Recommendation
• Include this information in fixed asset subsidiary 

ledger

• Retention
• Three years after disposition date
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Property Control

• “The P&Ps must require:
• Property records be maintained that include a description, 

cost, purchase date, source of funding, location, and condition
of each property item;

• Periodic physical inventories be taken and reconciled to the 
property records no less frequently than every other year;

• Property purchased with Government funds be tagged;

• Property be safeguarded to prevent loss or theft and describe 
how; and

• Disposition requirements for property 
obtained with federal funds.”
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The content contained in this PowerPoint was extracted 
from the following sources:

• Financial Capacity Review Document Entitled: Financial 
Management Requirements for Award Recipients

• HRSA BPHC Website

• DHHS Website

• HHS Grants Policy Statement

• Uniform Grants Guidance

• Division of Financial Integrity – Financial Management 
Requirements
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