American Recovery & Reinvestment Act — NIH’s Role
February 20, 2009

AAMC President and CEO Darrell Kirch, M.D., convened a February 20 conference call with
Acting NIH Director Raynard Kington, M.D., Ph.D., to discuss early plans for spending the
$10.4 billion in funding allocated for NIH in the American Recovery and Reinvestment Act
(ARRA, P.L. 111-5). President Obama signed ARRA into law on February 17. Representatives
from approximately 200 AAMC institutions participated on the call. A summary of the
discussion follows.

Dr. Kington described the legislative allocation of the funding:

$8.2 billion to the Office of the Director for research priorities, of which $7.4 billion will
be transferred to the individual Institutes and Centers (ICs) and the Common Fund, in the
same proportion as the FY 2009 appropriation;

$1 billion to the National Center for Research Resources (NCRR) for renovation,
improvement and new construction of extramural research facilities;

$300 million to NCRR for shared instrumentation;
$500 million to NIH’s buildings and facilities account for intramural facilities; and

$400 million transferred from the Agency for Healthcare Research and Quality (AHRQ)
for comparative effectiveness research.

Dr. Kington outlined key principles that NIH will use to award the funding. He emphasized
that the money must be obligated by September 30, 2010. At this time, none of the funds
have been added to the NIH funding base. NIH is committed to demonstrating that the funding
will have an economic impact in local communities and is a prudent investment in the long
run. All spending decisions will be made recognizing that the funds must be obligated by
September 30, 2010.

He said that most of the funding will be allocated to three "buckets™ that will all be subject to
peer review:

1) The RO1 and related mechanisms: after the FY 2008 funding cycle about 14,000 applications
were approved for funding by councils but unfunded. These applications, as well as some from
early FY 2009, will be reviewed to see if there is any reasonable expectation that two year
funding of these awards would be productive. This will not be done in a formulaic manner, but
will be based on the programmatic priorities identified by the IC and NIH leadership. Though he
expects that funding will be awarded primarily for RO1s, there may be opportunity for funding
the R21 and other mechanisms that lend themselves well to the 2-year timeframe.

2) Supplements to existing grants and contracts: some supplements may be competitive, some
administrative, and some theme oriented. He specifically mentioned training and equipment as



possible themes. The supplements must be related to the core activity of the proposal and
consistent with the goals and priorities identified by the ICs.

3) NIH Challenge Grants: two year awards in areas ICs identify as priority areas, are in
important research and public health areas, or that are viewed as cross cutting. They will be
funded at $500K /year for two years. There will be a new RFA, probably a short application
form, and expedited peer review. He said it was expected that the total amount of funding for
this mechanism would be $100-200 million, but would be based on the quality of the responses.

In general comments, Dr. Kington emphasized that NIH will rely on peer review to determine
scientific merit and will be guided by scientific opportunities and public health needs in
identifying priorities for funding.

He emphasized that NIH was starting from today and there would be no look-backs and
restorations of any previous cuts or underfunding. He also noted that the stimulus bill
required recipients and NIH to provide an unprecedented level of reporting (including
quarterly reports on the number of jobs created and preserved). NIH will work with HHS
and OMB to develop guidance for this reporting.

The NIH is currently reviewing provisions of the law to determine if institutions can forego
providing matching funds for extramural construction, renovation, and shared instrumentation.
Dr. Kington noted that NIH must obligate funding for construction and renovation by September
30, 2010; however, he expects that institutions may spend funds for construction, and possibly
renovations, over five years, as authorized in current statute.

Dr. Kington said that concern for new investigations and young faculty would be integrated into
everything the NIH does and suggested that supplements were possible. If a new investigator
receives a Challenge Grant, that will count as a first award. He does not expect an expansion of
NRSA slots, but noted that many additional trainees likely will be funded under research
mechanisms.

Dr. Kington was very firm that if a researcher or institution could not spend the funds within the
two-year window they should not apply. The purpose of the legislation is to stimulate the
economy and NIH was committed to that goal and to do otherwise would be an embarrassment
to the community.



The following was sent out by NIH on February 20, 2009:
From the Acting NIH Director—

On Tuesday, February 17, 2009, President Barack Obama signed the American Recovery &
Reinvestment Act of 2009 (ARRA), the economic stimulus, into law. This is an extraordinarily
challenging time for our entire country, and NIH is extremely grateful to President Obama and
Congress for recognizing both the economic and health impacts of biomedical and behavioral
research. The $10.4 billion of investment will have an impact beyond the funding horizon of this
Act, as it also supports the economic stimulus.

We are well positioned to fund the best science in pursuit of improving the length and the quality
of the lives of our citizens, while at the same time stimulating the economy of the 50 states and
territories, through more than 3,000 institutions we currently fund to conduct outstanding
biomedical and behavioral research-- institutions that have a direct impact upon the local
economies in their towns, cities, and states.
The purpose of the ARRA is to:
(1) preserve and create jobs and promote economic recovery.
(2) assist those most impacted by the recession.
(3) provide investments to increase economic efficiency by spurring technological
advances in science and health.
(4) invest in transportation, environmental protection, and other infrastructure that will
provide long-term economic benefits.
(5) stabilize state and local government budgets, in order to minimize and avoid
reductions in essential services and counterproductive state and local tax increases.

As we learned about NIH’s possible inclusion in the national economic recovery effort, we
worked around the clock to prepare to make the most effective use of these extraordinary
resources. NIH grants support jobs and the economy of local communities, and we are preparing
to move the funds quickly as we manage and track the impact on economic recovery, as well as
the progress on improving human health in a way that increases transparency for the public. We
are waiting for guidance from the Department of Health and Human Services and the White
House, and no funding decisions have been made.

NIH Funding

The stimulus bill provides a total of $10.4 billion, all available for two years--through
September 2010. We expect to spend as much as possible in FY 2009 to support the goals
of the ARRA and advance scientific priorities. (Note that none of these resources are added
to the NIH’s future base funding level). Below is a summary:

-$8.2 billion in support of scientific research priorities
o $7.4 billion is transferred to the Institutes and Centers and Common Fund
(CF), based on a percentage-based formula
0 $800 million to the Office of the Director (OD) (not including CF)



(For example, support for Challenge Grants), a program designed to focus
on health and science problems where progress can be expected in two years.
o0 To support additional scientific research-related activities that also align with
the overall purposes of the Act
-$1 billion to support Extramural Construction, Repairs, and Alterations
o0 Allocated to the National Center for Research Resources (NCRR) in support
of all NIH funded research institutions
-$300 million for Shared Instrumentation and other capital equipment
0 Allocated to NCRR to support all NIH activities
-$500 million for NIH buildings and facilities
0 To fund high priority repair, construction and improvement projects on NIH
campuses that also align with the overall purpose of the Act
-$400 million for Comparative Effectiveness Research (CER)

Many types of funding mechanisms will be supported, but, in general, NIH
will focus scientific activities in several areas:

1) We will choose among recently peer reviewed, highly meritorious R01 and similar
mechanisms capable of making significant advances in two years. R01 are projects proposed
directly from scientists across the country.

2) We will also fund new RO1 applications that have a reasonable expectation of making
progress in two years. The adherence to this time frame is in direct response to the spirit of the
law.

3) We will accelerate the tempo of ongoing science through targeted supplements to current
grants. For example, we may competitively expand the scope of current research awards or
supplement an existing award with additional support for infrastructure (e.g., equipment) that
will be used in the two-year availability of these funds.

4) NIH anticipates supporting new types of activities that fit into the structure of the ARRA. For
example, it will support a reasonable number of awards to jump start the new NIH Challenge
Grant program. This program is designed to focus on health and science problems where
progress can be expected in two years. The number of awards and amount of funds will be
determined, based on the scientific merit and the quality of applications. | anticipate—out of the
OD funds in the ARRA--NIH will support at least $100 to $200 million—but the science will
drive the actual level.

5) We will also use other funding mechanisms as appropriate.

The impact of this stimulus to scientists cannot be overstated. The impact extends far beyond the
current economic challenges and immediate scientists who will receive funds, to allied health
workers, technicians, students, trade workers and others who will receive the leveraged benefits.



We understand to accomplish the goals of ARRA, it will take the help of the entire scientific
community. Beyond the immediate economic stimulus, the long-term impact from the science
funded by the ARRA will have a positive impact upon the health of the nation for years to come.

The ARRA is complex, with multi-layered reporting requirements. NIH is working with the
Administration to ensure transparency and accountability. In the near future, NIH will post
information about its role in the recovery and impact on RECOVERY.gov

We are committed, with the outstanding support that has been given by the White House, the
Department, and Congress, to make our decisions based on best scientific opportunity and public
need. We will seek projects with the broadest impact, work that can be accomplished in two
years, that relies heavily on our new streamlined, modernized peer review system. This is not a
time for business as usual nor formulaic solutions; this is a time for true innovation, energy, and
recovery.

Again, NIH is grateful to all of you who will work with us to successfully implement this
important contribution to our national health and economic recovery.

Please, contact me with any comments. NIHKingtonDirect@mail.nih.gov
Raynard S. Kington, M.D., Ph.D., Acting Director, National Institutes of Health
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