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DECISION
The American Association of Suicidology (AAS), through the
Kristin Brooks Hope Center (KBHC), appealed a decision by the
Substance Abuse and Mental Health Services Administration
(SAMHSA) disallowing claims for reimbursement filed by AAS on
behalf of KBHC. KBHC claimed these funds as a subrecipient under
a cooperative agreement (SAMHSA Grant No. SM54127) awarded by
SAMHSA to AAS pursuant to section 520(a) of the Public Health
Service Act. The total amount in dispute in this appeal is
$190,236.
Based on the evidence and arguments presented in this appeal, we
uphold this disallowance.
Applicable Law
As a non-profit organization and subrecipient of federal funds
under this cooperative agreement, KBHC is subject to the uniform
administrative requirements set forth at 45 C.F.R. Part 74. 45
C.F.R. §§ 74.1(a), 74.5. Additionally, KBHC is subject to the
cost principles set forth in Office of Management and Budget
(OMB) Circular A-122, Cost Principles for Non-Profit
Organizations, located at 2 C.F.R. Part 230 and made applicable
by 45 C.F.R. § 74.27(a). Finally, this agreement, by its own
terms, is subject to the Public Health Service Grants Policy
Statement. SAMHSA Ex. 1, at 1. These authorities require, among
other things, that costs charged to federal awards be reasonable,
necessary, allocable, adequately documented. See e.g. OMB
Circular A-122, Att. A, ¶ A.2. Specifically, 45 C.F.R.
§ 74.21(b)(7) requires that grantees have “accounting records,
including cost accounting records, that are supported by source
documentation.”
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When a cost is disallowed by the grantor agency, the burden is on
the grantee to prove, with appropriate documentation, that the
cost is allowable under the cost principles and other relevant
program requirements. Marie Detty Youth and Family Services
Center, Inc., DAB No. 2024 (2006); Northstar Youth Services, DAB
No. 1884 (2003).
Background
At all times relevant herein, KBHC was a non-profit organization
committed to suicide prevention and the founder and operator of
the Hopeline Network at 1-800-SUICIDE. The Hopeline Network is a
national suicide prevention telephone hotline that links crisis
centers certified in suicide prevention. KBHC Ex. C, at 4, 16.
In 2001, SAMHSA entered into a three-year cooperative agreement
with AAS under section 520(a) of the Public Health Service Act.1
SAMHSA Ex. 1; KBHC Ex. D. The Notice of Grant Award identified
AAS as the grantee and AAS’s executive director as the director
of the project (Project Director). SAMHSA Ex. 1, at 1.
The purposes of the grant were to “increase the number of crisis
centers/hotlines certified in suicide prevention,” to “increase
the number of crisis programs offering hotline services that are
certified in suicide prevention which are networked through a
single, nationally accessible telephone number,” and to
“coordinate, collect and analyze outcome data for a number of

1

Section 74.11(a) of 45 C.F.R. discusses the distinction
between a grant and a cooperative agreement made by the Federal
Grant and Cooperative Agreement Act, 31 U.S.C. §§ 6301-08. It
states –
[t]he statutory criteria for choosing between grants and
cooperative agreement is that for the latter, ‘substantial
involvement is expected between the executive agency and the
. . . recipient when carrying out the activity contemplated
in the agreement.
Because the parties use the term ‘grant’ in referring to this
cooperative agreement and because a cooperative agreement is
treated like a grant for purposes of the applicable requirements,
we use that term. The fact that the award was a cooperative
agreement is relevant, however, since it justifies SAMHSA’s
greater involvement in determining what project activities would
be funded.
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specifically identified crisis programs in order to evaluate
their effectiveness.” KBHC Ex. D, at 9.
In its application to SAMHSA, AAS identified KBHC as a
subcontractor under the grant. KBHC Ex. C, at 16; see also
SAMHSA Ex. 2 (Subcontract Proposal Factsheet).2 The application
set forth tasks to be performed by AAS and by KBHC, and separate
staffing plans and budget justifications for both organizations.
KBHC Ex. C, at 15, 19-20, 25-28.
“Over the course of the grant,” KBHC represents, “the
relationship between and among SAMHSA, AAS, and KBHC became
strained. Disputes over payment responsibilities, proper roles,
and authorized activities became increasingly frequent . . . .”
KBHC Br. at 3. This strain is apparent from the following
evidence in the record, which provides relevant context to the
dispute before us and explains how KBHC came to represent AAS in
this appeal.
•

KBHC was not fulfilling one of its principal tasks under the
grant -- enrolling additional crisis centers in the 1-800
SUICIDE network call system. Under the grant’s goals, KBHC
was to enroll 80 centers in Year 1, 70 in Year 2 and 50 in
Year 3. KBHC C, at 15, as modified in KBHC Ex. E, at 16.
However, it is apparent from AAS’s correspondence with KBHC
that, as of April of Year 2, this goal was far from being
met. See KBHC Ex. F, at 3.

•

Under the terms of the grant, KBHC was authorized to support
only part of its operation with grant funds. See KBHC Ex.
C, at 26-28 ; KBHC Ex. F, at 4 (stating, for each job
position, the percent of salary to be covered by the grant).
In applying for the award, KBHC made representations about
its intention and ability to secure independent funding for
itself and the 1-800-SUICIDE network, both during the award
period and subsequently. See KBHC Ex. C, at 18; Ex. E, at
13-14. It is apparent from the record that, as of April
2003, those intentions had not been realized. See KBHC Ex.

2

In its Response Brief, SAMHSA argued that KBHC was a
“subcontractor” under the grant. SAMHSA Response Br. at 5.
Citing the definition of “subaward” at 45 C.F.R. § 74.2, KBHC
responded that the relationship between AAS and KBHC was based on
a subaward. KBHC Reply Br. at 2. From the record before us, it
appears that KBHC received a subaward of this grant from AAS and
was a subrecipient, as that term is defined in 45 C.F.R. § 74.2.
KBHC Exs. C; E.
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F, at 5. AAS determined KBHC had spent restricted funds
(i.e., grant funds) for unrestricted expenses and requested
KBHC to adopt “procedural safeguards . . . to prevent all
possibility of further misappropriation.” Id.
•

To address KBHC’s funding problems, AAS authorized 100%
support from the grant for KBHC from May 1 to July 1, 2003
so that KBHC could “aggressively implement” a development
plan to generate funds to pay for expenses that were not
funded by the grant. Id. Thereafter, AAS again restricted
the share of KBHC expenses that were to be funded by the
grant. Id. at 5-6. Such restriction was consistent with
the terms of the grant, which provided for only partial
support of KBHC’s total activities, whether or not they
could be viewed as furthering the purposes of the grant.
KBHC Ex. C, at 26-27.

•

SAMHSA established a formal process for payment whereby KBHC
submitted invoices to AAS with a request for payment and AAS
would review and approve or deny (with explanation); KBHC
could appeal denied payments to SAMHSA by submitting a
letter to AAS that AAS would forward to SAMHSA. KBHC Ex. I,
at 1. KBHC does not dispute the statement of the Project
Director that “Mr. Butler [KBHC’s Executive Director] has
been informed of this procedure many times, but has rarely
followed it.” Id.

•

On March 24, 2004, SAMHSA issued a Revised Notice of Grant
Award placing the grant on high risk status and stating that
“the funds [are] restricted and may not be used without the
prior approval of [SAMHSA].” SAMHSA Ex. 4, at 2. On April
23, 2004, SAMHSA notified AAS that AAS was not in compliance
with the terms of the grant agreement because KBHC had fired
all of its staff but its Executive Director, Reese Butler,
and both AAS and KBHC had entered into contracts for work
under the grant without seeking SAMHSA prior approval. KBHC
Ex. H. SAMHSA placed additional specific restrictions on
the grant while it “conduct[ed] a complete review of the
activities and expenditures of this grant.” Id. at 2.

•

By July 16, 2004, the communications over this grant had
become so disruptive that SAMHSA informed AAS that future
contact was to be in “writing, allocating at least two weeks
for response.” KBHC Ex. I, at 12.

•

As of March 2005, KBHC had sued AAS in the District of
Columbia Superior Court for $285,205.94. Id. at 1.
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In July 2005, KBHC and AAS settled the litigation by executing a
“Claim and Appeal Agreement” wherein “AAS authorized KBHC to
pursue its claims for reimbursement in AAS’s name and directly to
SAMHSA.” KBHC Br. at 5, citing KBHC Ex. B. On September 15,
2006, AAS, on behalf of KBHC, submitted to SAMHSA a list of
costs, totaling $424,067, for reimbursement. KBHC Ex. A, at 5
10. On September 22, 2006, SAMHSA denied some of these costs but
agreed to review the remainder if KBHC submitted additional
documentation. Id. at 11-14. KBHC did so. On December 13,
SAMHSA issued a final decision in which it disallowed all but
$7,895 of the $424,067 claimed. Id. at 1.
KBHC filed this appeal as to $190,236 of the disallowed costs.3
Discussion
A.

We deny SAMHSA’s request to dismiss this action.

In its Response Brief, SAMHSA for the first time requested the
Board to dismiss KBHC’s appeal on the ground that the appeal does
not meet the requirements of 45 C.F.R. §§ 16.3 and 16.16(a).
SAMHSA Response Br. at 15-16.
These sections address, among other things, who may initiate and
participate in an appeal before the Board. Section 16.3(a)
provides that an appellant must have received a final written
determination involving a program that uses the Board for dispute
resolution. Such a determination was provided to KBHC’s counsel
by SAMHSA (at KBHC Ex. A, at 1-4) in response to reimbursement
requests he submitted to SAMHSA “by [AAS] on behalf of [KBHC]”
(Id. at 5). When KBHC filed the appeal, it stated that “per the
instructions in the Agency’s determination letter” it was
appealing SAMHSA’s disallowance “as a subrecipient of [AAS]” and
that “AAS, as the grantee, has authorized KBHC to pursue this
appeal in its name.” Appeal letter dated January 1, 2007. With
the appeal file, KBHC filed the “Claims and Appeal Agreement”
executed by AAS that authorized KBHC to present KBHC’s claims for
reimbursement directly to SAMHSA and to appeal SAMHSA’s
determination to the Board. KBHC Ex. B. Thus, KBHC’s role here
is as an authorized representative of AAS, the award recipient
with the right to appeal.

3

The record of this case consists of: KBHC’s initial
brief (KBHC Br.) and an appeal file containing exhibits labeled A
through O; SAMHSA’s response brief (SAMHSA Response Br.) and an
appeal file containing numbered exhibits 1 through 23; and KBHC’s
reply brief (KBHC Reply Br.) and one additional exhibit (P).
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We also note that section 16.16(a) provides that, “if the Board
determines that a third person is the real party in interest
. . . the Board may allow the third person to present the case on
appeal for the appellant.” KBHC has demonstrated that it is a
real party in interest because it is undisputed that the appeal
involves funds allegedly expended or obligations allegedly
incurred by KBHC, not AAS, under this grant. Therefore, this
appeal is properly before the Board because it meets the
requirements of 45 C.F.R. §§ 16.3 and 16.16(a).
B.

We uphold SAMHSA’s disallowance of the costs at issue.

The categories of costs at issue on appeal are (1) $73,760 for
space and support services provided to KBHC by the National
Mental Health Association (NMHA), (2) $982 for forwarding KBHC’s
Verizon telephone and fax line to the NMHA location, (3) $53,625
for hotel expenses associated with a conference, (4) $1,121 for
shipping an exhibit to a conference, (5) $4,408 for unemployment
compensation for terminated KBHC employees, (6) $2,340 for
expenses for telephone conference calls, and (7) $54,000 for
services provided by an independent contractor. Below we discuss
why we uphold the disallowance of each of these costs.
1. Costs for office space and administrative support
services provided by the NMHA
SAMHSA disallowed $73,760 claimed by KBHC as owed to the NMHA.
KBHC Ex. A, at 11. According to KBHC, these costs were incurred
for “three months of administrative and general support services
contracted for the period April 2004-December 2004 to maintain
the essential administrative and support operations.” KBHC Ex.
A, at 6; see also SAMHSA Ex. 12.
These costs resulted from KBHC’s decision to restructure its
operation, effective April 1, 2004, by terminating all employees
except its executive director and moving to office space
belonging to NMHA. KBHC Br. at 7. Thereafter, KBHC contracted
with “NMHA personnel to carry out the day-to-day bookkeeping and
administrative tasks.” Id. KBHC represents that this action was
intended to reduce its costs. Id.; see also KBHC Ex. A, at 10.
In its initial appeal file, KBHC submitted no agreement with
NMHA, no bills/invoices from NMHA, and no records of payment to
NMHA to support its assertion that it incurred $73,760 in costs
to NMHA for “three months of administrative and general support
services.”
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In its response brief, SAMHSA argues, among other things, that
“KBHC failed to show how expenses reached the amount of $73,760"
and that there was a “lack of documentation supporting the amount
of the expenditure.” SAMHSA Response Br. at 19. In its
exhibits, SAMHSA includes an unsigned “Memorandum of Agreement”
between KBHC and NMHA. SAMHSA Ex. 12. At the top of the
agreement, the typed words “March 1, 2004 (Amended April 1,
2004)” appear along with a date stamp of “April 13, 2004.” The
agreement states that, from April 1, 2004 through September 30,
2004, KBHC will pay NMHA $15,000 a month for “administrative
support,” “financial compilation and reporting,” “meetings and
travel support,” and “office space.” Additionally, the agreement
provides that KBHC will reimburse NMHA for KBHC’s actual copying
costs, long distance charges, and postage and delivery charges.
With its Reply Brief, KBHC submits a cover letter from NMHA dated
March 2005 with eight attached invoices for bookkeeping services
and an undated document titled “National Mental Health
Association KBHC Contract for Administrative Support Addendum A
Budget Justification” (addendum). KBHC Ex. P. KBHC cites these
invoices as proof that SAMHSA was aware that KBHC “continued to
occupy space at and receive services provided by NMHA throughout
the relevant period.” KBHC Reply Br. at 5. KBHC never explains
the role of the addendum or how it related to its agreement with
NMHA.
Both the recipient and subrecipient of a federal award bear the
burden of adequately documenting the allowability of costs
charged to the award. 45 C.F.R. §§ 74.21(b)(7), 74.27(a); Delta
Foundation, Inc., DAB No. 1710, at 29 (1999), aff’d 303 F.3d 551,
568-570 (5th Cir. 2002); Action for Youth Christian Council,
Inc., DAB No. 1651, at 8 (1998) and cases cited therein; Mexican
American Unity Council, DAB No. 1341, at 13 (1992), aff’d United
States v. Mexican American Unity Council, No. 5A-95-CA0320 (W.D.
Tex. June 25, 1996).
For the following reasons, we agree with SAMHSA that KBHC failed
to document the costs claimed here. First, KBHC does not point
to any evidence to support its assertion that it owes or paid
$73,760 to NMHA, such as invoices from NMHA totaling this amount
or any record of payments to NMHA. Moreover, KBHC characterizes
the unsigned copy of the agreement with NMHA submitted by SAMHSA
as a “draft agreement” but submitted no copy of the final
agreement.4
KBHC Reply Br. at 4, citing SAMHSA Ex. 12.

4

KBHC represents –
(continued...)
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Second, KBHC’s assertion that $73,760 is owed for three months of
services and space is inconsistent with both the draft agreement
and the addendum.
•

The draft agreement states that KBHC would pay NMHA a
monthly fee of $15,000 plus charges for actual long distance
calls, copying and postage. SAMHSA Ex. 12. We cannot
reasonably infer that KBHC incurred $28,760 ($73,760 minus
three months at $15,000) for copying, telephone, and postage
over three months. This is particularly true since KBHC
charged the grant separately for conference calls and KBHC
did not identify any grant-funded activity that would result
in extraordinary copying or mailing costs.5

•

The addendum appears to include KBHC’s copying, telephone,
and postage in the $15,000 monthly charge and estimates
those costs to be $1,395 per month. KBHC Ex. P, at 10.

Third, the inconsistencies between the NMHA bookkeeping invoices,
KBHC’s assertions, and KBHC’s draft agreement with NMHA
underscore the inadequacy of KBHC’s evidence in support of this
claim.6 KBHC Exhibit P contains eight NMHA invoices for

4

(...continued)
While the draft agreement attached as Exhibit 12 to SAMHSA’s
brief indicates an amendment effective as of April 1, 2004,
the original agreement was executed prior to March 24, 2004
and had an effective date of March 1, 2004. No amendment
was ever entered into by the parties.
KBHC Reply Br. at 4.
5

AAS had been specifically instructed by SAMHSA in April
2004 that KBHC should stop all work on the publication “Suicide
Prevention: The National Journal.” KBHC Ex. H, at 2. SAMHSA
concluded that its production “exceeds the scope of approved
activities and is not essential to the operation of the hotline
network.” SAMHSA Ex. 6, at 1.
6

In addition to being inconsistent with KBHC’s assertions,
the invoices have other evidentiary shortcomings. For example,
they are all dated March 22, 2005 and are, therefore, not
contemporaneous with KBHC’s incurring these costs. See North
Dakota Children’s Services Coordinating Committee, DAB No. 1399,
at 8 (1993) (Board generally reluctant to find noncontemporaneous documentation meets applicable record keeping
(continued...)
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bookkeeping services for the months May 2004 through December
2004.7 The invoices total $53,126.05, not $73,760. The charge
method set out on the invoices is not consistent with the draft
agreement at SAMHSA Exhibit 12 or the addendum on the last page
of KBHC Exhibit P, both of which call for a fixed monthly charge.
The draft agreement calls for a monthly charge of $15,000 for all
support services and space. The addendum calls for a monthly
charge of $15,000 but identifies the bookkeeping component of the
$15,000 as $8,000. However, the invoices billed bookkeeping
costs at $45 per hour, and the monthly charges on the invoices
for five of the eight months are either more or less than $8,000.
Finally, for the following reasons, the record does not support
an award of a lesser amount to KBHC, such as three months of the
$15,000 monthly payment.
•

The record does not contain the actual agreement so we are
uninformed as to its actual terms.

6

(...continued)
requirements, holding that such documentation must be closely
scrutinized, citing Second Street Youth Center Foundation, Inc.,
DAB No. 1270, at 5 (1991)). Additionally, the invoices all
contain a typed section stating “Approved for billing” with a
signature line for “Catherine M. Stewart, NMHA CFO,” but they are
unsigned.
KBHC should have been able to produce contemporaneous
documentation for these charges. 45 C.F.R. § 74.21(b). This is
particularly true here because SAMHSA put this grant on high risk
status on March 24, 2004. SAMHSA Ex. 4. As a condition of that
status, SAMHSA required that “[a]ll requests to draw down funds
awarded under this grant must be submitted to [SAMHSA] for prior
approval before funds can be released.” SAMHSA Ex. 4, at 2. If
KBHC had been complying with this special condition on a timely
basis, contemporaneous documentation of the costs comprising the
$73,760 allegedly owing to NMHA should have been readily
available for presentation to the Board.
7

KBHC does not rely on the NMHA invoices to prove that it
was never reimbursed and/or continues to owe NMHC $73,760 for
three months of services/space costs. Rather, KBHC states only
that the invoices show that “SAMHSA is fully aware that KBHC
continued to occupy space and receive services provided by NMHA
throughout the relevant period, and that NMHA continued to bill
pursuant to the agreement. See KBHC Exh. P.” KBHC Reply Br. at
4-5.
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•

The record supports a reasonable inference that SAMHSA
previously reimbursed KBHC for some costs that were included
in the $15,000 monthly payment set forth in the draft
agreement. The combination of the fact that KBHC does not
rely on the NMHA bookkeeping services invoices (KBHC Exhibit
P) and the statement in a September 2004 SAMHSA letter that
“the bookkeeper requested for KBHC is approved” (SAMHSA
Exhibit 23) raise the question of whether SAMHSA previously
approved and reimbursed AAS for some bookkeeping costs
reflected in the NMHA invoices.8 Alternatively, if SAMHSA
was approving some other bookkeeping arrangement, then we
question whether it would reasonable to also pay NMHA for
bookkeeping costs under the agreement during this time
period. See OMB Circular A-122, Att. A, ¶¶ A.2.a; A.3.

•

Even if KBHC had proved that it incurred the unreimbursed
amounts under the NMHA agreement, it has failed to prove how
those amounts should be allocated between its work that was
funded by this grant and its other work that was not funded
by the grant. See KBHC Ex. F, at 4 (AAS correspondence
stating that in 2004 KBHC would be funded at “80% level of
effort for year 3 of the grant.”) To be allowable under a
grant, cost must be allocable to it. OMB Circular A-122,
Att. A, ¶ A.2.a.

Therefore, we conclude that KBHC failed to adequately document
that it incurred $73,760 or any other amount for “administrative
and general support services” that have not been reimbursed by
SAMHSA and that are properly allocated to this grant.
SAMHSA also asserted that KBHC was required to obtain prior
approval of its agreement with NMHA. SAMHSA Response Br. at 16.
KBHC disagrees and argues additionally that SAMHSA retroactively
approved the agreement, and that, if SAMHSA did not retroactively

8

We note that KBHC states in its brief that “SAMHSA
refused to cover any costs related to the KBHC/NMHA contract.”
KBHC Br. at 6. However, this statement is not consistent with
the fact that KBHC is claiming only three months of costs for
support services and space provided by NMHA while also
representing that it received such benefits from NMHA from April
through December. KBHC Reply Br. at 5, citing KBHC Ex. P.
Further, KBHC does not deny SAMHSA’s assertion that “SAMHSA
already provided AAS with approximately $14,000 for services
performed by NMHA for KBHC during April 2004.” KBHC Ex. A, at
11.
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approve the agreement, its refusal to do so was arbitrary and
capricious. KBHC Br. at 8; KBHC Reply Br. at 4-6. We conclude
that under 45 C.F.R. §§ 74.25(b)(1), (2), and (7), KBHC was
required to obtain SAMHSA’s prior approval for its arrangement
with NMHA. The NMHA agreement was a central component of the
KBHC’s plan to completely restructure its capacity to implement
the grant. The plan involved KBHC’s terminating all staff
(except for its Executive Director) -- including staff that it
had represented in the grant application as necessary for grant
implementation. KBHC Ex. C, at 26-27. In light of KBHC’s
failure to document these costs before the Board, however, it is
not necessary for us to address whether (as KBHC asserts) SAMHSA
retroactively approved the NMHA agreement, or whether (as SAMHSA
asserts) SAMHSA reasonably denied retroactive approval of these
expenses.
2.

Forwarded Telephone and Fax Line

KBHC claims $982 for -
expense reimbursement for payment to Verizon in order to
forward the existing phone and fax line to the [NMHA office]
and ensure local crisis centers could contact the new office
location. KBHC felt that given the nature of the crisis
hotline, it was important to provide the crisis centers with
this service in case they did not receive notice of the
move. The amount requested for reimbursement represents 6
months of service from Verizon.
KBHC Ex. A, at 7.
In its brief, SAMHSA disputes this claim on the ground, among
others, that “KBHC never provided an itemized, chronological
breakdown of the expenses that would have allowed SAMHSA to
review which portion of this amount, if any, was appropriately
incurred prior to the March 24, 2004 notice.” SAMHSA Br. at 20.
We uphold SAMHSA’s disallowance of these costs because KBHC
failed to adequately document the costs before the Board. KBHC
cites no exhibit containing bills from Verizon or other
documentation of payment, nor do we see any documentation.
Further, KBHC has failed to show why it was reasonable to pay
such costs for six months after relocating.
3.

Hotel expenses associated with a conference

SAMHSA denied KBHC’s claim for $53,625 in hotel expenses
associated with an April 2003 Crisis Center Conference in Santa
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Fe, New Mexico. KBHC Ex. A, at 11.
KBHC stated to SAMHSA that –

In claiming these expenses,

[the conference] was held in collaboration and partnership
with the Grants Project Officer and AAS to recruit new
crisis centers into the network and educate existing crisis
centers. The hotel was contracted to hold this conference,
however the bill was only partially paid by the grant. To
date, this amount remains due to the El Dorado Hotel.
KBHC Ex. A, at 6.
In the letter disallowing these costs, SAMHSA stated that its
determination was based on “written correspondence dated August
5, 2005 [wherein] AAS’ executive director [the Project Director]
indicated that KBHC’s El Dorado Hotel expenses in question
related to a 2003 Crisis Center Conference that was not grant
related.” Id.
KBHC argues on appeal that the conference was grant related,
pointing to promotional materials that stated the conference was
“geared to crisis center workers . . . in conjunction with the
36th AAS Conference.” KBHC Br. at 9, citing Ex. J, at 3. KBHC
argues that “[t]his activity clearly falls within the grant
purpose of dissemination of information and training of crisis
center workers.” KBHC Br. at 9.
The events leading up to this dispute with AAS were described in
a July 2004 memo by the Project Director, the contents of which
KBHC does not dispute. See KBHC Ex. I, at 13-18. The memo
stated as follows:
•

In May 2002, Mr. Butler of KBHC told AAS that KBHC proposed
to sponsor a “shadow conference” for crisis centers in New
Mexico in April 2003 to coincide with AAS’s annual
conference. KBHC Ex. I, at 13. AAS objected that further
discussions about this proposal were needed. Id.

•

In July 2002, Mr. Butler signed a contract on behalf of KBHC
with the El Dorado Hotel in Santa Fe to hold a conference
there in April 2003. Id.

•

In November 2002, after a series of discussions, AAS, KBHC,
and Contact USA (CUSA) entered into a Memorandum of
Understanding (MOU) for planning, funding and producing a
crisis center conference in conjunction with the AAS annual
conference. Id. at 14; SAMHSA Ex. 16 (MOU). In the MOU,
KBHC agreed to contribute $50,000, which it represented it
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was raising from outside donors, to support the conference.
Id. at 14. On the basis of this commitment, AAS and KBHC
agreed that KBHC would also contribute an additional $41,000
that would come from the SAMHSA grant. Id.; SAMHSA Ex. 16,
at 2.9 AAS explained that the $41,000 was from “KBHC’s
grant-marketing budget . . . [for] support monies in order
to lower registration fees for the conference” to attract
more crisis centers to the conference. KBHC Ex. I, at 13
14. Additionally, in the MOU, KBHC agreed to independently
fulfill all its contractual agreements with the El Dorado
Hotel (and AAS agreed to independently fulfill all its
contractual agreements with two different hotels.) Id.;
SAMHSA Ex. 16, at 2. The MOU set out the conference budget
and the parties’ other responsibilities for production and
funding of the conference.
•

The conference occurred in April 2003, although KBHC never
contributed the $50,000 it promised from non-grant funds.10
KBHC Ex. I at 4, 17-18.

•

In December 2003, AAS received “an invoice from the Eldorado
Hotel with a cover letter stating that KBHC had informed the
hotel that AAS was responsible for payment. The invoice was
for $56,625.14.” Id. AAS informed the El Dorado that it
was not responsible for the bill.

•

The El Dorado bill was reviewed by AAS. AAS sent KBHC
$1,831.51 for “Eldorado Expenses Covered by the MOU” and
$1,000 for the “KBHC Eldorado Deposit Reimbursement.” Id.
(Per the MOU, KBHC was also paid $3,367.43 as one-third of
the profits realized from the conference even though KBHC
had failed to contribute the $50,000 it was obligated to
contribute under the MOU. Id.)

We uphold this portion of the disallowance for the following
reasons. KBHC acknowledges that, in concluding that the expenses
were not grant-related, SAMHSA relied on AAS’s description of the
course of dealing and resulting MOU among the conference

9

The MOU provides, “KBHC will contribute $41,000 in SAMHSA
grant funds and an additional $50,000 (to a total of $91,000) as
revenue toward Conference support or reduced registration fees.”
SAMHSA Ex. 16, at 2.
10

The conference registration fees and $41,000 contributed
from the grant were adequate to pay for the actual costs of the
conference. KBHC Ex. I, at 17-18.
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organizers. See KBHC Br. at 9, citing KBHC Ex. I. The
undisputed facts described therein and the MOU support AAS’s and
SAMHSA’s conclusion that these expenses were not grant-related
because they were never approved, by AAS or SAMHSA, to be paid
from the grant in support of this conference. The grant’s
contribution of $41,000 to this conference was clearly set forth
in the MOU with AAS, and KBHC agreed that the additional $50,000
was to be paid from non-grant funds. Thus, even assuming, for
the sake of argument, that KBHC was able to engage in grantrelated activities at the conference (by, for example, recruiting
crisis centers to be members of the Hopeline Network), KBHC was
not authorized to spend grant funds to actually sponsor the
conference beyond those authorized by AAS to be contributed from
the grant. In other words, the fact that the conference provided
KBHC with an opportunity to market the Hopeline Network (as did
other conferences KBHC personnel attended) is not a basis for
concluding that the grant should fund this conference beyond the
amount that had been previously approved.
4.

Shipping costs

KBHC claims $1,121 incurred for shipping a trade show display
booth to the conference of the Employee Assistance Society of
North America in Ottawa, Canada. KBHC Ex. A, at 7. SAMHSA
disallowed this cost because the conference occurred May 13-15,
2004, which was after SAMHSA’s April 23, 2004 notice to AAS that,
as a high risk grantee, “marketing activities for the 1-800
Suicide [line] including use of . . . the exhibit booth and
travel to conferences” should “cease immediately.” KBHC Ex. H,
at 2. KBHC argues that the shipment invoice shows that KBHC
“incurred the obligation underlying the $1,121.00 expense prior
to SAMHSA’s imposition of the high risk designation on April 23,
2004.” KBHC Br. at 9, citing KBHC Ex. K, at 5.
We uphold SAMHSA’s disallowance of this cost. The order form for
this shipment shows KBHC placed this order on April 13. KBHC Ex.
K, at 5. While this action was prior to the express ban on
travel imposed by SAMHSA on April 23, 2004, the exhibit was not
shipped until May 3, 2004. Id. at 8. Thus KBHC had sufficient
time after the April 23 letter to have avoided or, at a minimum,
mitigated this expense by canceling the shipment order. Instead,
KBHC chose to have the display booth shipped to Canada to its
“Rep At The Event: Reece Butler.” KBHC Ex. K, at 5.
5. Unemployment compensation paid to terminated KBHC
employees
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KBHC claimed $4,408.12 for “unemployment costs related to grant
staff.” KBHC Ex. A, at 6.
In response to KBHC’s request for reimbursement, SAMHSA wrote –
SAMHSA will consider these costs for reimbursement if
invoices, bills, and/or documentation of payment (bank
statements and cancelled checks) are provided to support the
unemployment costs paid. Please note that KBHC chose to
administer self insurance, rather than pay unemployment
insurance premiums to the State and have it cover
unemployment compensation payments. This practice is
uncommon, but not prohibited. According to Attachment B
Section 8.g.(b) of OMB Circular A-122, Cost Principles for
Non-profit Organizations, payments made for unemployment
compensation under a self-insured program are allowable in
the year paid with the prior approval of the awarding
agency. SAMHSA already reimbursed AAS for unemployment
costs incurred by KBHC totaling $19,373 for the period April
through September 2004.
KBHC Ex. A, at 12.
In a letter dated December 13, 2006, SAMHSA stated that KBHC did
not provide SAMHSA with “invoices, bills, and/or documentation of
payment” and, as a result, SAMHSA denied these costs. KBHC Ex.
A, at 1.
In this proceeding, KBHC submitted bills from the Virginia
Employment Commission and the Connecticut Department of Labor for
unemployment compensation paid to individuals who SAMHSA does not
dispute were previously employed by KBHC.11 KBHC Ex. L.
KBHC cites OMB Circular A-122, Att. B, ¶ 8.g.(3)(b) as the basis
for these charges to the grant. KBHC Reply Br. at 8. That
section provides -
Where an organization follows a consistent policy of
expensing actual payments to, or on behalf of, employees or
former employees for unemployment compensation or workers'
compensation, such payments are allowable in the year of
payment with the prior approval of the awarding agency,
provided they are allocated to all activities of the
organization.
11

KBHC states that “SAMHSA had received the invoices on
numerous occasions” and that KBHC “believes it submitted it again
in response to SAMHSA’s September 22 letter.” KBHC Br. at 10.
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OMB Circular A-122, Att. B, ¶ 8.g.(3)(b) (emphasis added).
We uphold SAMHSA’s disallowance of these costs because KBHC
failed to demonstrate that these expenses satisfy the
requirements of OMB Circular A-122. Attachment B, paragraph
8.g.(3)(b) of the Circular provides that “actual payments . . .
on behalf of . . . former employees for unemployment
compensation” are “allowable in the year of payment . . .
provided they are allocated to all activities of the
organization.”12 While KBHC Exhibit L contains bills from the
Virginia Employment Commission and the Connecticut Department of
Labor, there is no indication in the Virginia documents that the
amounts billed were paid by KBHC, much less what year they were
paid. KBHC Ex. L, at 3-4. There is some indication of partial
payment of the Connecticut bills, but we cannot tell when the
payment was made or whether the payment was for amounts SAMHSA
had previously reimbursed KBHC. Id. at 6-12. Further, KBHC
fails to show that the amounts billed by Virginia and Connecticut
were “allocated to all activities of the organization” as
required by OMB Circular A-122, Att. B, ¶ 8.g.(3)(b), and Att. A,
¶ A.4.
6.

Telephone expenses for conference calls

KBHC claimed $2,340 for “AccessLine” costs for “weekly conference
calls with the technology team to discuss current activity,
implementation goals and barriers, and next steps.” KBHC Ex. A,
at 8. SAMHSA denied this claim on the ground that KBHC “never
provided purposes or minutes for the conference calls to

12

We do not discuss the requirement of prior approval by
the awarding agency imposed by this section. KBHC argues that
SAMHSA’s letter of September 29, 2004 (SAMHSA Ex. 22) stating
“Request to reimburse unemployment costs for terminated KBHC
employees is approved” constituted sufficient approval. KBHC
Reply Br. at 8, citing SAMHSA Ex. 23, at 1.
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substantiate that they related to the grant.”13
13.

KBHC Ex. A, at

We uphold SAMHSA’s disallowance of these costs because KBHC has
failed to provide documentation adequate to show that all (or
part) of these expenses were incurred for grant-funded work. In
its brief, KBHC relies on KBHC Exhibit M, stating that “as is
evident from a sampling of the minutes prepared for these
conference calls over the course of the grant, such conference
calls were, in fact, related to funded purposes.” KBHC Br. at
10.14 However, KBHC Exhibit M does not appear to be a “sampling
of minutes prepared for these conference calls.” Rather, Exhibit
M contains two sets of charts of “open issues” and “closed
issues” with columns for “open,” “close,” “issue,” “originator,”
“assigned,” and “current status/resolution.” One set is dated
January 20, 2004 (pages 1-11), and one set is dated February 2004
(12-16). KBHC filed no statement from a participant in these
calls explaining the link between the charts and the calls and
how the charts establish that all (or even some part) of the
charges for these calls were for work funded by the grant.

13

As KBHC points out (KHBC Br. at 10), SAMHSA relied on
AAS’s explanation for why it had not paid these costs. AAS
stated that –
these bills allegedly were for monthly conference calls.
This was never denied; rather simply returned for
clarification as to who was on the call and what was the
purpose of the call, e.g., minutes of the conference call
would suffice, as SAMHSA would not allow me to pay such an
invoice as submitted without such documentation. There
simply is/was no way for me to know that these calls were
grant-related without such verifiable back-up; and since
Butler has consistently put in requests for payments for
items not grant-related, he knows that this is required.
KBHC Ex. I, at 3.
14

KBHC failed to include any bills from AccessLine, or any
other documentation of the amount of the AccessLine bills, in its
exhibits. SAMHSA did include a set of AccessLine bills under the
name of “Henry Butler.” SAMHSA Ex. 19. KBHC represented that
the AccessLine bills were on a personal credit card because
“payment had to be made as you go with a credit card. Therefore,
since KBHC did not have a business credit card all of these calls
were placed on Reese Butler’s personal credit card.” KBHC Ex. A,
at 8.
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7.

Costs for independent contractor

On March 31, 2004, KBHC entered into a contract with an
independent contractor, Edward Scofield, a computer programmer.
KBHC Ex. N, at 1-6. KBHC represented to SAMHSA that Mr. Scofield
“was hired to provide technology oversight, program development
and launching and maintenance of the network system.” KBHC Ex.
A, at 7. The contract called for KBHC to pay Mr. Scofield
$12,000 a month. KBHC Ex. N, at 1. SAMHSA approved payment of
$6,000 per month and, pursuant to that approval, AAS “paid $6,000
for each and every month of his work submitted by invoice and
summary of his activities since 1 April.” KBHC Ex. I, at 3.
KBHC claims $54,000 (an additional $6,000 per month) is owed
under this contract “for work directly and solely related to the
grant activities.” KBHC Ex. A, at 7.
SAMHSA stated that it was disallowing the $54,000 because –
KBHC had already been reimbursed for Scofield’s time worked
on the grant at the SAMHSA approved level of effort, 50
percent, for the period in question. Please note that
because AAS’ grant was classified as high risk by SAMHSA in
April 2004 all subsequent expenditures had to be preapproved by SAMHSA. Accordingly, SAMHSA notified both AAS
and KBHC that Scofield’s time on the grant was only approved
at a 50 percent level of effort. In a June 4, 2004 email,
KBHC’s executive director indicated that Scofield had
reduced his time worked to approximately 50 percent since
the April 23, 2004 restrictions.
KBHC Ex. A, at 12-13; see also KBHC Ex. I, at 11, and SAMHSA Ex.
23.
KBHC argues that it was not required to obtain SAMHSA’s prior
approval for this contract because the contract was consummated
prior to SAMHSA’s April 23, 2004 letter instructing KBHC that
such contracts should be pre-approved. KBHC Br. at 11. We do
not reach the question of the impact of SAMHSA’s April 2004
letter (or of the March 24, 2004 notice of Special Terms and
Conditions) on the contract because, as noted in SAMHSA’s April
2004 letter, prior approval of contracts with independent
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contractors is required by 45 C.F.R. § 74.25(c)(7).15
Prior
approval is also required by the PHS Grants Policy Statement.
Section 74.25(c)(7) provides:
(c) For nonconstruction awards, recipients shall obtain
prior approvals from the HHS awarding agency for one or more
of the following program or budget related reasons.
* * *
(7) Unless described in the application and funded in the
approved award, . . . contracting out of any work under an
award.
KBHC does not identify any description in the grant application
or award approval of any of its work that was to be contracted
out under the award, nor do we see any.16 Thus, section
74.25(c)(7) required KBHC to obtain SAMHSA’s prior approval for
this contract.
In addition, the PHS Grants Policy Statement, which also governed
this grant (SAMHSA Ex. 1, at 1), required prior approval of this
contract. The PHS Grants Policy Statement requires prior
approval of “[t]ransferring to a third party, by contracting or
any other means, the actual performance of substantive
programmatic work.” PHS Grants Policy Statement, § 8, “Prior
Approval Authorities.” Scofield contracted to provide “project
management and telecommunications engineering for the National
Hopeline Network 1-800-Suicide Hotline Evaluation Linkage
Project.” KBHC Ex. N, at 1. Such work is substantive
programmatic work, and the grant application stated that it would
be performed by a KBHC employee. KBHC Exs. C, at 26-27; E, at
12-13.

15

In the April 2004 letter, SAMHSA cited the uniform
administrative requirements for grants to state, local and tribal
governments found at 45 C.F.R. Part 92, specifically 45 C.F.R.
§ 92.30(d)(4). KBHC Ex. H, at 1. The applicable uniform
requirement for non-profit grantees is found at 45 C.F.R.
§ 74.25(c)(7).
16

Indeed, it appears that the work Mr. Scofield was
performing was to be performed by KBHC staff identified in the
grant application as the Web Systems Administrator and the Web
Systems Technician. KBHC Ex. E, at 13, 40.
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Finally, KBHC’s assertion that Mr. Scofield’s “work under the
grant is well documented in his payment invoices to KBHC” (KBHC
Br. at 12) is not supported by the record. KBHC cites its
Exhibit N, at 10-11 (task/hour statement for 5/3-5/14); at 14-15
(task/hour statement for 5/17-5/28); at 18 (task/hour statement
for 6/1/-6/15); at 27 (duplicate of statement at 18); at 36-37
(duplicate of statement at 10-11), and at 43-43 (duplicate of
statement at 14-15). Thus, KBHC has submitted statements for
only one and one-half months of an apparent nine-month payment
period. To the extent that the work was undocumented, it was
clearly unallowable. OMB Circular A-122, Att. A, ¶ A.2.g.
Further, some of the task statements describe work on projects
that SAMHSA had told KBHC in April that it would not fund. For
example, KBHC Exhibit N, at 10 lists hours for work on the
Resource Information and Evaluation System (RIES), even though
SAMHSA stated in its letter of April 24, 2004 that grant-funded
work on the RIES was to “cease immediately on receipt of this
letter.” KBHC Ex. I, at 9. Payments for such work were not
allocable to the grant.
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Conclusion
Based on the preceding analysis, we uphold SAMHSA’s disallowance
in full.

/s/
Leslie A. Sussan

/s/
Constance B. Tobias

/s/
Judith A. Ballard
Presiding Board Member

