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Dear Tribal Leader:

I am writing to inform you of the results of Tribal Consultation on Indian Health Service (IHS)
Indian Health Manual (IHM), Part 6 — Services to Tribal Governments and Organizations, Chapter
3 — Contract Support Costs (CSC) (“CSC policy”), section 6-3.2E(3) — Alternative Methods for
Calculating Indirect Costs Associated with Recurring Service Unit Shares (also known as the “97/3
Method” or “97/3 Split”™).

Today, I signed an updated IHM CSC Chapter. The CSC policy serves as a guide for the IHS and
Tribes in the preparation, negotiation, determination, payment, and reconciliation of CSC funding
used to support new, expanded, and ongoing services provided through contracts and compacts
pursuant to the Indian Self-Determination and Education Assistance Act (ISDEAA).

In April 2018, the IHS engaged in Tribal Consultation on section 6-3.2(E) of the CSC policy as a
result of the decision in December 2017 to temporarily rescind the section of the policy to evaluate
its conformance with the statutory authority of the ISDEAA at 25 U.S.C. § 5325(a). Given the
technical nature of the section, the IHS sought advice and recommendations from the IHS CSC
Workgroup. This led to formal initiation of Tribal Consultation with a 30-day comment period to
gather input on replacing existing language within section 6-3.2E(3) of the policy. From the initial
comment period, the IHS received 37 comments from Tribes and Tribal Organizations. Please refer
to the Tribal Consultation Summary Report enclosed with this letter.

The significance and importance of the CSC policy provision attracted attention from the highest
levels of government. The input helped to inform internal deliberations. I would like to point out
key updates in section 6-3.2E(3), as well as, technical edits made to the guiding principles found in
section 6-3.1(B). For your reference, I have enclosed a copy of the updated section 6-3.2E(3).

Clarification to Applicability Date of the Provisions of Section 6-3.2E(3) by Reference to
Fiscal Year (FY) (Section 6-3.2E(3)): The updated section replaces “in or after FY 2016 with
“for ISDEAA agreements entered into in or after FY 2017.”

Explanation: When the IHS initiated activities to update the CSC policy in 2016, the IHS
intended for the new CSC policy to apply to ISDEAA agreements with performance periods
of FY 2016 or later, in order to align with implementation of the updated CSC policy.
Tribes and Tribal Organizations expressed concern that applying changes of an updated
policy could negatively impact CSC already awarded under agreements from prior years.
The IHS conducted Tribal Consultation on the draft CSC policy in FY 2016 with the goal to
have the published policy completed in FY 2016. However, publication of the CSC policy
occurred in FY 2017. The failure to change 2016 to 2017 was an oversight. The revision to
this section makes the technical correction, consistent with its original intent and comments
from Tribes and Tribal Organizations.
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Clarification to Alternative A to Underscore Mutual Agreement on Method Used for
Calculating Indirect Costs (IDC) for Service Unit Shares (Section 6-3.2E(3)(a)): The updated
section clarifies that the awardee and the Area Director or his or her designee shall jointly
determine, on a case-by-case basis, the appropriate method for calculating IDC associated with
recurring Service Unit shares and the remaining IDC that may be eligible for CSC funding.

Explanation. The IHS clarified the section to ensure consistency with the ISDEAA when
choosing an option for calculating IDC associated with recurring Service Unit shares and
the remaining IDC that may be eligible for CSC funding (Alternative A or Alternative B).
The prior version of section 6-3.2E(3) stated that “the awardee shall elect the method” to
determine the amount of IDC associated with the Service Unit shares. The policy
clarification removes barriers to ensure consistency with the ISDEAA.

Technical Edits to Guiding Principles (Section 6-3.1(B)(4) and (18)): The revised section of the
guiding principles removes guiding principle 4 in its entirety, “The chapter is designed to assure
that the perfect does not become the enemy of the good.” The revised section updates guiding
principle 18 to read, “The chapter will be reassessed on a regular basis and updated as needed.”
The guiding principles have been renumbered accordingly 1-17.

Explanation: The IHS removed guiding principle 4 in its entirety. Additional revisions
were made for clarity. The update to guiding principle 18 (now renumbered 17) to add,
“... and update as needed,” reflects the IHS commitment to review and update the CSC
policy on an ongoing basis. The updates to this section support the strategic goals of the
IHS to strengthen IHS management and operations through continuous quality
improvement.

The IHS publishes its policies in the [HM. The updated CSC policy will be mailed to you soon.
You may access the policy on the IHS Web site at: https://www.ihs.gov/ihm/pc/part-6/p6c3/.

If you have any questions, please contact the IHS Office of Direct Service and Contracting
Tribes by telephone at (301) 443-1104.

Sincerely,

/Michael D. Weahkee/

RADM Michael D. Weahkee, MBA, MHSA
Assistant Surgeon General, U.S. Public Health Service
Principal Deputy Director

Enclosures: Updated Contract Support Cost Section 6-3.2E(3)
Tribal Consultation Summary Report
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