4615.1

APPENDIX 4

ALLOWABLE AND NONALLOWABLE COSTS
1. Advertising Costs:

Allowable Advertising costs incurred in obtaining
competitive bids.

2. Insurance Coverage:

Allowable The cost to the mortgagor of Insurance coverage
during the construction of the project,
including the following:

(1) The cost of the mortgagor®s liability
insurance.

(2) The cost of insurance covering construction
in the event the insurance is carried
by the mortgagor rather than the contractor.

(3) The cost of insurance carried by the
mortgagor to protect equipment purchased by
the mortgagor against loss or damage.

3. Architects Fees:

Allowable The cost of architectural services rendered
in connection with the project as approved,
including the cost of plans and specifications
prepared by State or political subdivisions,
where such agencies are the sponsors of
approved projects. The architect"s fee may
be based on a contract between the architect
and the mortgagor setting forth the services
to be provided and the manner in which the
total fee will be determined. Regardless of
the manner in which the fee is determined,
Federal participation is limited to an amount
which is commensurate with accepted fees
within the area.
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Not Allowable

Consultant Fees:

Allowable
(Non-profit only)

Not Allowable

Not Allowable

Inspection:

Allowable

Equipment:

Allowable

Payments to the architect for work which is
not a part of the approved project, abandoned
work, or work not put under contract and any
payment to the architect which is not provided
for in the architectural contract.

Consultant fees to the extent that they

involve work in connection with plans and
specifications and the selection and purchase of
equipment.

The cost of conducting feasibility studies to
determine need for construction or modernization
of a facility.

Consultant fees on proprietary facilities.

The cost of supervision and inspection

provided by the architect or an employee of the
applicant at the site to ensure that the
completed work conforms with approved plans and
specifications.

The actual coat of all essential initial
equipment purchased for the approved project
after filing the application with the regional
office. Such costs include the cost of
transportation, storage, and placement of
equipment and the cost of reconditioning
equipment which will be used in the project.
Essential initial equipment may include equipment
made necessary by the expansion, remodeling,
alteration, and modernization of an existing
building, even though the equipment may not

be located in expanded, remodeled, altered,

or modernized areas, except that equipment may
not be located in areas that do not comply
with the General Standards in PHS Publication
No. 930-A-7.
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10.

11.

12.

Not Allowable The cost of equipment which is purchased
through a conditional sales contract except
where the applicant can demonstrate that the
contract has been completed and title
transferred to the applicant.

In Reserve.

Bonus Payments to
Contractors:

Not Allowable Bonus payments made by the mortgagor to the
contractor for completing work in advance of
a specified time.

Liquidated Damages:

Allowable Any amounts collected by mortgagors on bid
bonds of defaulting bidders or as liquidated
damages for failure of a contractor to
complete the work on time shall be disregarded
in determining the cost of construction.

Damage Judgments
Against Sponsor:

Not Allowable Expenses incurred as damages arising out of
the construction or equipping of the project,
whether established by judicial determination,
arbitration, negotiation, or otherwise.

Sales Tax:

Allowable The nonrefundable sales tax and Federal excise
tax which a mortgagor pays in connection with
constructing and equipping an approved project.

Space for Private Practice
of Medicine:

Allowable The cost of office space intended for the
conduct of the private practice of medicine
or dentistry, where such space is owned by the
hospital and it is advantageous to both the
hospital and the community when judged on an
individual basis.
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Allowable The cost of construction of office space
specifically for the use of a medical, dental or
optometric group practice plan which qualifies
under the provisions of Title X1 of the
National Housing Act, is an allowable cost
when such space is located in a project
financed in whole or in part under Section 242
of the National Housing Act, "Mortgage Insurance
for Nonprofit Hospitals.”

13. Space to be Leased to
Radiologist or
Pathologist:

Allowable The cost of space to house the radiology and
pathology services of the hospital and the
equipment therein Which is to be leased for
operation to a radiologist or pathologist.

The hospital must retain authority to control
the activities for which the space is utilized
to ensure that services to be provided in such
space are consistent with the needs and
requirements of the hospital.

14. Space for Revenue
Purposes:

Not Allowable Cost for office and other space constructed
solely for revenue purposes or for the
convenience of the occupants as contrasted with
the operation of the facility.

15. Space and Equipment for
Religious Activities:

Allowable The cost of space and equipment for the
provision of spiritual or religious services to
patients and staff in eligible medical facilities
where such services are appropriate to
the type of facility involved and reasonable
in amount.

Not Allowable Costs of any distinctly sectarian or
denominational features of construction or the
cost of equipment characteristic of, or peculiar
to, any sect or denomination.
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16.

17.

18.

19.

20.

Fund Raising Expenses
-- Memorial Plaques:

Not Allowable

Costs incurred by the sponsor in raising the
non-Federal share of the cost of the project.
This includes memorial plaques inscribed with
the names of persons, business firms, or
other organizations, or book or remembrances
used to give recognition to contributors.

Public Health Facilities in
Private Nonprofit Hospitals:

Not Allowable

The cost of constructing and equipping facilities
in a hospital which are intended for the
provision of public health services by State

or local health departments.

Gift Shops, Flower Shops,

and Snack Bars:

Allowable

Unfinished Space:

Not Allowable

Television:

Allowable

The cost of space and equipment providing

gift shop, flower shop, and snhack bar services.
The need for and size of such space is to be
reviewed in the light of patient needs and
operation of the facility.

The cost of unfinished or partially finished
space. No proposal will be approved for a
facility containing unfinished space if the
projected use of the unfinished space will
exceed projected needs.

The cost of purchasing and installing television
systems, including the antenna system.

The cost of a closed circuit television system
where the program of the facility justifies

such a system.
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21.

The cost of television sets for day-rooms for
short-term care facilities and a reasonable
number of sets for patient rooms. In arriving
at the "reasonable number™, the length of
patient stay and occupancy rate as well as
other pertinent factors should be considered.

The cost of television sets for day-rooms for
long-term care facilities and one set for each
patient room.

The cost of television sets for the main
lounge of nurses® dormitories.

Fallout Protection:

Allowable Costs in providing reasonable radiation
fall-out protection including the cost of space
necessary to the establishment of a radiation
monitoring station.

22. Housing Staff for Nursing
Home:

Allowable The cost of limited quarters for a nurse on

call for 24 hours in an approved project.
23. Pictures and Murals:

Allowable The cost of pictures to the extent that the
number and cost are reasonable.

Not Allowable The cost of the painting of murals.

24_. Floor Finish Materials:

Allowable The cost of soft flooring materials such as
carpeting and resilient tile having a flame
spread rating of 75 or less when tested in
accordance with American Society for Testing
and Materials (ASTM) Standard No. E 84-61,
"Method of Test for Surface Burning
Characteristics of Building Materials," subject
to the same limitations for Federal participation
that apply to the entire building; i.e.,
those costs which are reasonable and necessary.
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