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Procedures for Federal Fund Management and Uniform Guidance Compliance 

 

For any transaction dealing with grant or federal fund usage all AFC employees must adhere to 
the following procedures unless the award stipulates any specific requirements of its own.  In 
order maintain effective internal control over federal awards and to comply with 2 CFR 200 we 
have established the following guidelines related to Uniform Administrative Requirements, Cost 
Principles, and Audit Requirements for Federal Awards. 

 

Advance Payments and Reimbursements 

When possible AFC shall pay for allowable costs and seek reimbursement on a quarterly basis.  
For awards that consists primarily of equipment or tangible goods we will seek reimbursement 
or advance only after the invoice for the item is received, thus minimizing the time between 
draws and actual disbursements. It is not our practice to request and advance to hold as cash 
on hand. Please see 2 CFR 200.302(b)(6) for additional guidance. 

 

Allowable Costs 

All costs shall be evaluated to make certain they are allowable in accordance with 2 CFR 200 
Subpart E. Those employees involved in purchasing and in the approval and monitoring of 
purchases agree to comply with the standards set for in Subpart E which can be found in its 
entirety here: https://www.ecfr.gov/cgi-bin/text-
idx?SID=60623b20e6213558b4aa6ab7eb76b619&node=2:1.1.2.2.1.5&rgn=div6#se2.1.200_140
0    Below are some key areas of interest: 

General Provisions 

§200.400   Policy guide. 

The application of these cost principles is based on the fundamental premises that: 

(a) The non-Federal entity is responsible for the efficient and effective administration of the Federal 
award through the application of sound management practices. 

(b) The non-Federal entity assumes responsibility for administering Federal funds in a manner 
consistent with underlying agreements, program objectives, and the terms and conditions of the Federal 
award. 

https://www.ecfr.gov/cgi-bin/text-idx?SID=60623b20e6213558b4aa6ab7eb76b619&node=2:1.1.2.2.1.5&rgn=div6#se2.1.200_1400
https://www.ecfr.gov/cgi-bin/text-idx?SID=60623b20e6213558b4aa6ab7eb76b619&node=2:1.1.2.2.1.5&rgn=div6#se2.1.200_1400
https://www.ecfr.gov/cgi-bin/text-idx?SID=60623b20e6213558b4aa6ab7eb76b619&node=2:1.1.2.2.1.5&rgn=div6#se2.1.200_1400


(c) The non-Federal entity, in recognition of its own unique combination of staff, facilities, and 
experience, has the primary responsibility for employing whatever form of sound organization and 
management techniques may be necessary in order to assure proper and efficient administration of the 
Federal award. 

(d) The application of these cost principles should require no significant changes in the internal 
accounting policies and practices of the non-Federal entity. However, the accounting practices of the non-
Federal entity must be consistent with these cost principles and support the accumulation of costs as 
required by the principles, and must provide for adequate documentation to support costs charged to the 
Federal award. 

(e) In reviewing, negotiating and approving cost allocation plans or indirect cost proposals, the 
cognizant agency for indirect costs should generally assure that the non-Federal entity is applying these 
cost accounting principles on a consistent basis during their review and negotiation of indirect cost 
proposals. Where wide variations exist in the treatment of a given cost item by the non-Federal entity, the 
reasonableness and equity of such treatments should be fully considered. See §200.56 Indirect (facilities 
& administrative (F&A)) costs. 

(f) For non-Federal entities that educate and engage students in research, the dual role of students 
as both trainees and employees (including pre- and post-doctoral staff) contributing to the completion of 
Federal awards for research must be recognized in the application of these principles. 

(g) The non-Federal entity may not earn or keep any profit resulting from Federal financial 
assistance, unless explicitly authorized by the terms and conditions of the Federal award. See also 
§200.307 Program income. 

[78 FR 78608, Dec. 26, 2013, as amended at 79 FR 75885, Dec. 19, 2014] 

 

§200.401   Application. 

(a) General. These principles must be used in determining the allowable costs of work performed by 
the non-Federal entity under Federal awards. These principles also must be used by the non-Federal 
entity as a guide in the pricing of fixed-price contracts and subcontracts where costs are used in 
determining the appropriate price. The principles do not apply to: 

(1) Arrangements under which Federal financing is in the form of loans, scholarships, fellowships, 
traineeships, or other fixed amounts based on such items as education allowance or published tuition 
rates and fees. 

(2) For IHEs, capitation awards, which are awards based on case counts or number of beneficiaries 
according to the terms and conditions of the Federal award. 

(3) Fixed amount awards. See also Subpart A—Acronyms and Definitions, §§200.45 Fixed amount 
awards and 200.201 Use of grant agreements (including fixed amount awards), cooperative agreements, 
and contracts. 

(4) Federal awards to hospitals (see Appendix IX to Part 200—Hospital Cost Principles). 

(5) Other awards under which the non-Federal entity is not required to account to the Federal 
Government for actual costs incurred. 



(b) Federal Contract. Where a Federal contract awarded to a non-Federal entity is subject to the 
Cost Accounting Standards (CAS), it incorporates the applicable CAS clauses, Standards, and CAS 
administration requirements per the 48 CFR Chapter 99 and 48 CFR part 30 (FAR Part 30). CAS applies 
directly to the CAS-covered contract and the Cost Accounting Standards at 48 CFR parts 9904 or 9905 
takes precedence over the cost principles in this Subpart E—Cost Principles of this part with respect to 
the allocation of costs. When a contract with a non-Federal entity is subject to full CAS coverage, the 
allowability of certain costs under the cost principles will be affected by the allocation provisions of the 
Cost Accounting Standards (e.g., CAS 414—48 CFR 9904.414, Cost of Money as an Element of the Cost 
of Facilities Capital, and CAS 417—48 CFR 9904.417, Cost of Money as an Element of the Cost of 
Capital Assets Under Construction), apply rather the allowability provisions of §200.449 Interest. In 
complying with those requirements, the non-Federal entity's application of cost accounting practices for 
estimating, accumulating, and reporting costs for other Federal awards and other cost objectives under 
the CAS-covered contract still must be consistent with its cost accounting practices for the CAS-covered 
contracts. In all cases, only one set of accounting records needs to be maintained for the allocation of 
costs by the non-Federal entity. 

(c) Exemptions. Some nonprofit organizations, because of their size and nature of operations, can 
be considered to be similar to for-profit entities for purpose of applicability of cost principles. Such 
nonprofit organizations must operate under Federal cost principles applicable to for-profit entities located 
at 48 CFR 31.2. A listing of these organizations is contained in Appendix VIII to Part 200—Nonprofit 
Organizations Exempted From Subpart E—Cost Principles of this part. Other organizations, as approved 
by the cognizant agency for indirect costs, may be added from time to time. 

 

§200.402   Composition of costs. 

Total cost. The total cost of a Federal award is the sum of the allowable direct and allocable indirect 
costs less any applicable credits. 

 

§200.403   Factors affecting allowability of costs. 

Except where otherwise authorized by statute, costs must meet the following general criteria in 
order to be allowable under Federal awards: 

(a) Be necessary and reasonable for the performance of the Federal award and be allocable thereto 
under these principles. 

(b) Conform to any limitations or exclusions set forth in these principles or in the Federal award as to 
types or amount of cost items. 

(c) Be consistent with policies and procedures that apply uniformly to both federally-financed and 
other activities of the non-Federal entity. 

(d) Be accorded consistent treatment. A cost may not be assigned to a Federal award as a direct 
cost if any other cost incurred for the same purpose in like circumstances has been allocated to the 
Federal award as an indirect cost. 

(e) Be determined in accordance with generally accepted accounting principles (GAAP), except, for 
state and local governments and Indian tribes only, as otherwise provided for in this part. 



(f) Not be included as a cost or used to meet cost sharing or matching requirements of any other 
federally-financed program in either the current or a prior period. See also §200.306 Cost sharing or 
matching paragraph (b). 

(g) Be adequately documented. See also §§200.300 Statutory and national policy requirements 
through 200.309 Period of performance of this part. 

 

§200.404   Reasonable costs. 

A cost is reasonable if, in its nature and amount, it does not exceed that which would be incurred by 
a prudent person under the circumstances prevailing at the time the decision was made to incur the cost. 
The question of reasonableness is particularly important when the non-Federal entity is predominantly 
federally-funded. In determining reasonableness of a given cost, consideration must be given to: 

(a) Whether the cost is of a type generally recognized as ordinary and necessary for the operation of 
the non-Federal entity or the proper and efficient performance of the Federal award. 

(b) The restraints or requirements imposed by such factors as: sound business practices; arm's-
length bargaining; Federal, state, local, tribal, and other laws and regulations; and terms and conditions of 
the Federal award. 

(c) Market prices for comparable goods or services for the geographic area. 

(d) Whether the individuals concerned acted with prudence in the circumstances considering their 
responsibilities to the non-Federal entity, its employees, where applicable its students or membership, the 
public at large, and the Federal Government. 

(e) Whether the non-Federal entity significantly deviates from its established practices and policies 
regarding the incurrence of costs, which may unjustifiably increase the Federal award's cost. 

[78 FR 78608, Dec. 26, 2013, as amended at 79 FR 75885, Dec. 19, 2014] 

 

§200.405   Allocable costs. 

(a) A cost is allocable to a particular Federal award or other cost objective if the goods or services 
involved are chargeable or assignable to that Federal award or cost objective in accordance with relative 
benefits received. This standard is met if the cost: 

(1) Is incurred specifically for the Federal award; 

(2) Benefits both the Federal award and other work of the non-Federal entity and can be distributed 
in proportions that may be approximated using reasonable methods; and 

(3) Is necessary to the overall operation of the non-Federal entity and is assignable in part to the 
Federal award in accordance with the principles in this subpart. 



(b) All activities which benefit from the non-Federal entity's indirect (F&A) cost, including unallowable 
activities and donated services by the non-Federal entity or third parties, will receive an appropriate 
allocation of indirect costs. 

(c) Any cost allocable to a particular Federal award under the principles provided for in this part may 
not be charged to other Federal awards to overcome fund deficiencies, to avoid restrictions imposed by 
Federal statutes, regulations, or terms and conditions of the Federal awards, or for other reasons. 
However, this prohibition would not preclude the non-Federal entity from shifting costs that are allowable 
under two or more Federal awards in accordance with existing Federal statutes, regulations, or the terms 
and conditions of the Federal awards. 

(d) Direct cost allocation principles. If a cost benefits two or more projects or activities in proportions 
that can be determined without undue effort or cost, the cost must be allocated to the projects based on 
the proportional benefit. If a cost benefits two or more projects or activities in proportions that cannot be 
determined because of the interrelationship of the work involved, then, notwithstanding paragraph (c) of 
this section, the costs may be allocated or transferred to benefitted projects on any reasonable 
documented basis. Where the purchase of equipment or other capital asset is specifically authorized 
under a Federal award, the costs are assignable to the Federal award regardless of the use that may be 
made of the equipment or other capital asset involved when no longer needed for the purpose for which it 
was originally required. See also §§200.310 Insurance coverage through 200.316 Property trust 
relationship and 200.439 Equipment and other capital expenditures. 

(e) If the contract is subject to CAS, costs must be allocated to the contract pursuant to the Cost 
Accounting Standards. To the extent that CAS is applicable, the allocation of costs in accordance with 
CAS takes precedence over the allocation provisions in this part. 

[78 FR 78608, Dec. 26, 2013, as amended at 79 FR 75885, Dec. 19, 2014] 

 

§200.406   Applicable credits. 

(a) Applicable credits refer to those receipts or reduction-of-expenditure-type transactions that offset 
or reduce expense items allocable to the Federal award as direct or indirect (F&A) costs. Examples of 
such transactions are: purchase discounts, rebates or allowances, recoveries or indemnities on losses, 
insurance refunds or rebates, and adjustments of overpayments or erroneous charges. To the extent that 
such credits accruing to or received by the non-Federal entity relate to allowable costs, they must be 
credited to the Federal award either as a cost reduction or cash refund, as appropriate. 

(b) In some instances, the amounts received from the Federal Government to finance activities or 
service operations of the non-Federal entity should be treated as applicable credits. Specifically, the 
concept of netting such credit items (including any amounts used to meet cost sharing or matching 
requirements) must be recognized in determining the rates or amounts to be charged to the Federal 
award. (See §§200.436 Depreciation and 200.468 Specialized service facilities, for areas of potential 
application in the matter of Federal financing of activities.) 

[78 FR 78608, Dec. 26, 2013, as amended at 79 FR 75885, Dec. 19, 2014] 

 

§200.407   Prior written approval (prior approval). 



Under any given Federal award, the reasonableness and allocability of certain items of costs may 
be difficult to determine. In order to avoid subsequent disallowance or dispute based on 
unreasonableness or nonallocability, the non-Federal entity may seek the prior written approval of the 
cognizant agency for indirect costs or the Federal awarding agency in advance of the incurrence of 
special or unusual costs. Prior written approval should include the timeframe or scope of the agreement. 
The absence of prior written approval on any element of cost will not, in itself, affect the reasonableness 
or allocability of that element, unless prior approval is specifically required for allowability as described 
under certain circumstances in the following sections of this part: 

(a) §200.201 Use of grant agreements (including fixed amount awards), cooperative agreements, 
and contracts, paragraph (b)(5); 

(b) §200.306 Cost sharing or matching; 

(c) §200.307 Program income; 

(d) §200.308 Revision of budget and program plans; 

(e) §200.311 Real property; 

(f) §200.313 Equipment; 

(g) §200.332 Fixed amount subawards; 

(h) §200.413 Direct costs, paragraph (c); 

(i) §200.430 Compensation—personal services, paragraph (h); 

(j) §200.431 Compensation—fringe benefits; 

(k) §200.438 Entertainment costs; 

(l) §200.439 Equipment and other capital expenditures; 

(m) §200.440 Exchange rates; 

(n) §200.441 Fines, penalties, damages and other settlements; 

(o) §200.442 Fund raising and investment management costs; 

(p) §200.445 Goods or services for personal use; 

(q) §200.447 Insurance and indemnification; 

(r) §200.454 Memberships, subscriptions, and professional activity costs, paragraph (c); 

(s) §200.455 Organization costs; 

(t) §200.456 Participant support costs; 

(u) §200.458 Pre-award costs; 



(v) §200.462 Rearrangement and reconversion costs; 

(w) §200.467 Selling and marketing costs; 

(x) §200.470 Taxes (including Value Added Tax); and 

(y) §200.474 Travel costs. 

[78 FR 78608, Dec. 26, 2013, as amended at 79 FR 75885, Dec. 19, 2014] 

 

§200.412   Classification of costs. 

There is no universal rule for classifying certain costs as either direct or indirect (F&A) under every 
accounting system. A cost may be direct with respect to some specific service or function, but indirect 
with respect to the Federal award or other final cost objective. Therefore, it is essential that each item of 
cost incurred for the same purpose be treated consistently in like circumstances either as a direct or an 
indirect (F&A) cost in order to avoid possible double-charging of Federal awards. Guidelines for 
determining direct and indirect (F&A) costs charged to Federal awards are provided in this subpart. 

 

§200.413   Direct costs. 

(a) General. Direct costs are those costs that can be identified specifically with a particular final cost 
objective, such as a Federal award, or other internally or externally funded activity, or that can be directly 
assigned to such activities relatively easily with a high degree of accuracy. Costs incurred for the same 
purpose in like circumstances must be treated consistently as either direct or indirect (F&A) costs. See 
also §200.405 Allocable costs. 

(b) Application to Federal awards. Identification with the Federal award rather than the nature of the 
goods and services involved is the determining factor in distinguishing direct from indirect (F&A) costs of 
Federal awards. Typical costs charged directly to a Federal award are the compensation of employees 
who work on that award, their related fringe benefit costs, the costs of materials and other items of 
expense incurred for the Federal award. If directly related to a specific award, certain costs that otherwise 
would be treated as indirect costs may also include extraordinary utility consumption, the cost of materials 
supplied from stock or services rendered by specialized facilities or other institutional service operations. 

(c) The salaries of administrative and clerical staff should normally be treated as indirect (F&A) 
costs. Direct charging of these costs may be appropriate only if all of the following conditions are met: 

(1) Administrative or clerical services are integral to a project or activity; 

(2) Individuals involved can be specifically identified with the project or activity; 

(3) Such costs are explicitly included in the budget or have the prior written approval of the Federal 
awarding agency; and 

(4) The costs are not also recovered as indirect costs. 



(d) Minor items. Any direct cost of minor amount may be treated as an indirect (F&A) cost for 
reasons of practicality where such accounting treatment for that item of cost is consistently applied to all 
Federal and non-Federal cost objectives. 

(e) The costs of certain activities are not allowable as charges to Federal awards. However, even 
though these costs are unallowable for purposes of computing charges to Federal awards, they 
nonetheless must be treated as direct costs for purposes of determining indirect (F&A) cost rates and be 
allocated their equitable share of the non-Federal entity's indirect costs if they represent activities which: 

(1) Include the salaries of personnel, 

(2) Occupy space, and 

(3) Benefit from the non-Federal entity's indirect (F&A) costs. 

(f) For nonprofit organizations, the costs of activities performed by the non-Federal entity primarily 
as a service to members, clients, or the general public when significant and necessary to the non-Federal 
entity's mission must be treated as direct costs whether or not allowable, and be allocated an equitable 
share of indirect (F&A) costs. Some examples of these types of activities include: 

(1) Maintenance of membership rolls, subscriptions, publications, and related functions. See also 
§200.454 Memberships, subscriptions, and professional activity costs. 

(2) Providing services and information to members, legislative or administrative bodies, or the 
public. See also §§200.454 Memberships, subscriptions, and professional activity costs and 200.450 
Lobbying. 

(3) Promotion, lobbying, and other forms of public relations. See also §§200.421 Advertising and 
public relations and 200.450 Lobbying. 

(4) Conferences except those held to conduct the general administration of the non-Federal entity. 
See also §200.432 Conferences. 

(5) Maintenance, protection, and investment of special funds not used in operation of the non-
Federal entity. See also §200.442 Fund raising and investment management costs. 

(6) Administration of group benefits on behalf of members or clients, including life and hospital 
insurance, annuity or retirement plans, and financial aid. See also §200.431 Compensation—fringe 
benefits. 

[78 FR 78608, Dec. 26, 2013, as amended at 79 FR 75885, Dec. 19, 2014] 

 

§200.414   Indirect (F&A) costs. 

(a) Facilities and Administration Classification. For major IHEs and major nonprofit organizations, 
indirect (F&A) costs must be classified within two broad categories: “Facilities” and “Administration.” 
“Facilities” is defined as depreciation on buildings, equipment and capital improvement, interest on debt 
associated with certain buildings, equipment and capital improvements, and operations and maintenance 
expenses. “Administration” is defined as general administration and general expenses such as the 
director's office, accounting, personnel and all other types of expenditures not listed specifically under one 
of the subcategories of “Facilities” (including cross allocations from other pools, where applicable). For 



nonprofit organizations, library expenses are included in the “Administration” category; for institutions of 
higher education, they are included in the “Facilities” category. Major IHEs are defined as those required 
to use the Standard Format for Submission as noted in Appendix III to Part 200—Indirect (F&A) Costs 
Identification and Assignment, and Rate Determination for Institutions of Higher Education (IHEs) 
paragraph C. 11. Major nonprofit organizations are those which receive more than $10 million dollars in 
direct Federal funding. 

(b) Diversity of nonprofit organizations. Because of the diverse characteristics and accounting 
practices of nonprofit organizations, it is not possible to specify the types of cost which may be classified 
as indirect (F&A) cost in all situations. Identification with a Federal award rather than the nature of the 
goods and services involved is the determining factor in distinguishing direct from indirect (F&A) costs of 
Federal awards. However, typical examples of indirect (F&A) cost for many nonprofit organizations may 
include depreciation on buildings and equipment, the costs of operating and maintaining facilities, and 
general administration and general expenses, such as the salaries and expenses of executive officers, 
personnel administration, and accounting. 

(c) Federal Agency Acceptance of Negotiated Indirect Cost Rates. (See also §200.306 Cost sharing 
or matching.) 

(1) The negotiated rates must be accepted by all Federal awarding agencies. A Federal awarding 
agency may use a rate different from the negotiated rate for a class of Federal awards or a single Federal 
award only when required by Federal statute or regulation, or when approved by a Federal awarding 
agency head or delegate based on documented justification as described in paragraph (c)(3) of this 
section. 

(2) The Federal awarding agency head or delegate must notify OMB of any approved deviations. 

(3) The Federal awarding agency must implement, and make publicly available, the policies, 
procedures and general decision making criteria that their programs will follow to seek and justify 
deviations from negotiated rates. 

(4) As required under §200.203 Notices of funding opportunities, the Federal awarding agency must 
include in the notice of funding opportunity the policies relating to indirect cost rate reimbursement, 
matching, or cost share as approved under paragraph (e)(1) of this section. As appropriate, the Federal 
agency should incorporate discussion of these policies into Federal awarding agency outreach activities 
with non-Federal entities prior to the posting of a notice of funding opportunity. 

(d) Pass-through entities are subject to the requirements in §200.331 Requirements for pass-
through entities, paragraph (a)(4). 

(e) Requirements for development and submission of indirect (F&A) cost rate proposals and cost 
allocation plans are contained in Appendices III-VII and Appendix IX as follows: 

(1) Appendix III to Part 200—Indirect (F&A) Costs Identification and Assignment, and Rate 
Determination for Institutions of Higher Education (IHEs); 

(2) Appendix IV to Part 200—Indirect (F&A) Costs Identification and Assignment, and Rate 
Determination for Nonprofit Organizations; 

(3) Appendix V to Part 200—State/Local Governmentwide Central Service Cost Allocation Plans; 

(4) Appendix VI to Part 200—Public Assistance Cost Allocation Plans; 



(5) Appendix VII to Part 200—States and Local Government and Indian Tribe Indirect Cost 
Proposals; and 

(6) Appendix IX to Part 200—Hospital Cost Principles. 

(f) In addition to the procedures outlined in the appendices in paragraph (e) of this section, any non-
Federal entity that has never received a negotiated indirect cost rate, except for those non-Federal 
entities described in Appendix VII to Part 200—States and Local Government and Indian Tribe Indirect 
Cost Proposals, paragraph D.1.b, may elect to charge a de minimis rate of 10% of modified total direct 
costs (MTDC) which may be used indefinitely. As described in §200.403 Factors affecting allowability of 
costs, costs must be consistently charged as either indirect or direct costs, but may not be double 
charged or inconsistently charged as both. If chosen, this methodology once elected must be used 
consistently for all Federal awards until such time as a non-Federal entity chooses to negotiate for a rate, 
which the non-Federal entity may apply to do at any time. 

(g) Any non-Federal entity that has a current federally negotiated indirect cost rate may apply for a 
one-time extension of the rates in that agreement for a period of up to four years. This extension will be 
subject to the review and approval of the cognizant agency for indirect costs. If an extension is granted 
the non-Federal entity may not request a rate review until the extension period ends. At the end of the 4-
year extension, the non-Federal entity must re-apply to negotiate a rate. Subsequent one-time extensions 
(up to four years) are permitted if a renegotiation is completed between each extension request. 

[78 FR 78608, Dec. 26, 2013, as amended at 79 FR 75886, Dec. 19, 2014] 

 

§200.415   Required certifications. 

Required certifications include: 

(a) To assure that expenditures are proper and in accordance with the terms and conditions of the 
Federal award and approved project budgets, the annual and final fiscal reports or vouchers requesting 
payment under the agreements must include a certification, signed by an official who is authorized to 
legally bind the non-Federal entity, which reads as follows: “By signing this report, I certify to the best of 
my knowledge and belief that the report is true, complete, and accurate, and the expenditures, 
disbursements and cash receipts are for the purposes and objectives set forth in the terms and conditions 
of the Federal award. I am aware that any false, fictitious, or fraudulent information, or the omission of 
any material fact, may subject me to criminal, civil or administrative penalties for fraud, false statements, 
false claims or otherwise. (U.S. Code Title 18, Section 1001 and Title 31, Sections 3729-3730 and 3801-
3812).” 

(b) Certification of cost allocation plan or indirect (F&A) cost rate proposal. Each cost allocation plan 
or indirect (F&A) cost rate proposal must comply with the following: 

(1) A proposal to establish a cost allocation plan or an indirect (F&A) cost rate, whether submitted to 
a Federal cognizant agency for indirect costs or maintained on file by the non-Federal entity, must be 
certified by the non-Federal entity using the Certificate of Cost Allocation Plan or Certificate of Indirect 
Costs as set forth in Appendices III through VII, and Appendix IX. The certificate must be signed on 
behalf of the non-Federal entity by an individual at a level no lower than vice president or chief financial 
officer of the non-Federal entity that submits the proposal. 

(2) Unless the non-Federal entity has elected the option under §200.414 Indirect (F&A) costs, 
paragraph (f), the Federal Government may either disallow all indirect (F&A) costs or unilaterally establish 



such a plan or rate when the non-Federal entity fails to submit a certified proposal for establishing such a 
plan or rate in accordance with the requirements. Such a plan or rate may be based upon audited 
historical data or such other data that have been furnished to the cognizant agency for indirect costs and 
for which it can be demonstrated that all unallowable costs have been excluded. When a cost allocation 
plan or indirect cost rate is unilaterally established by the Federal Government because the non-Federal 
entity failed to submit a certified proposal, the plan or rate established will be set to ensure that potentially 
unallowable costs will not be reimbursed. 

(c) Certifications by non-profit organizations as appropriate that they did not meet the definition of a 
major nonprofit organization as defined in §200.414 Indirect (F&A) costs, paragraph (a). 

(d) See also §200.450 Lobbying for another required certification. 

[78 FR 78608, Dec. 26, 2013, as amended at 79 FR 75886, Dec. 19, 2014] 

 

SPECIAL CONSIDERATIONS FOR INSTITUTIONS OF HIGHER EDUCATION 
§200.418   Costs incurred by states and local governments. 

Costs incurred or paid by a state or local government on behalf of its IHEs for fringe benefit 
programs, such as pension costs and FICA and any other costs specifically incurred on behalf of, and in 
direct benefit to, the IHEs, are allowable costs of such IHEs whether or not these costs are recorded in 
the accounting records of the institutions, subject to the following: 

(a) The costs meet the requirements of §§200.402 Composition of costs through 200.411 
Adjustment of previously negotiated indirect (F&A) cost rates containing unallowable costs, of this 
subpart; 

(b) The costs are properly supported by approved cost allocation plans in accordance with 
applicable Federal cost accounting principles in this part; and 

(c) The costs are not otherwise borne directly or indirectly by the Federal Government. 

 

 

§200.422   Advisory councils. 

Costs incurred by advisory councils or committees are unallowable unless authorized by statute, the 
Federal awarding agency or as an indirect cost where allocable to Federal awards. See §200.444 
General costs of government, applicable to states, local governments and Indian tribes. 

§200.423   Alcoholic beverages. 

Costs of alcoholic beverages are unallowable. 

§200.424   Alumni/ae activities. 

Costs incurred by IHEs for, or in support of, alumni/ae activities are unallowable. 



§200.425   Audit services. 

(a) A reasonably proportionate share of the costs of audits required by, and performed in 
accordance with, the Single Audit Act Amendments of 1996 (31 U.S.C. 7501-7507), as implemented by 
requirements of this part, are allowable. However, the following audit costs are unallowable: 

(1) Any costs when audits required by the Single Audit Act and Subpart F—Audit Requirements of 
this part have not been conducted or have been conducted but not in accordance therewith; and 

(2) Any costs of auditing a non-Federal entity that is exempted from having an audit conducted 
under the Single Audit Act and Subpart F—Audit Requirements of this part because its expenditures 
under Federal awards are less than $750,000 during the non-Federal entity's fiscal year. 

(b) The costs of a financial statement audit of a non-Federal entity that does not currently have a 
Federal award may be included in the indirect cost pool for a cost allocation plan or indirect cost proposal. 

(c) Pass-through entities may charge Federal awards for the cost of agreed-upon-procedures 
engagements to monitor subrecipients (in accordance with Subpart D—Post Federal Award 
Requirements of this part, §§200.330 Subrecipient and contractor determinations through 200.332 Fixed 
Amount Subawards) who are exempted from the requirements of the Single Audit Act and Subpart F—
Audit Requirements of this part. This cost is allowable only if the agreed-upon-procedures engagements 
are: 

(1) Conducted in accordance with GAGAS attestation standards; 

(2) Paid for and arranged by the pass-through entity; and 

(3) Limited in scope to one or more of the following types of compliance requirements: activities 
allowed or unallowed; allowable costs/cost principles; eligibility; and reporting 

 

§200.430   Compensation—personal services. 

(a) General. Compensation for personal services includes all remuneration, paid currently or 
accrued, for services of employees rendered during the period of performance under the Federal award, 
including but not necessarily limited to wages and salaries. Compensation for personal services may also 
include fringe benefits which are addressed in §200.431 Compensation—fringe benefits. Costs of 
compensation are allowable to the extent that they satisfy the specific requirements of this part, and that 
the total compensation for individual employees: 

(1) Is reasonable for the services rendered and conforms to the established written policy of the 
non-Federal entity consistently applied to both Federal and non-Federal activities; 

(2) Follows an appointment made in accordance with a non-Federal entity's laws and/or rules or 
written policies and meets the requirements of Federal statute, where applicable; and 

(3) Is determined and supported as provided in paragraph (i) of this section, Standards for 
Documentation of Personnel Expenses, when applicable. 

(b) Reasonableness. Compensation for employees engaged in work on Federal awards will be 
considered reasonable to the extent that it is consistent with that paid for similar work in other activities of 



the non-Federal entity. In cases where the kinds of employees required for Federal awards are not found 
in the other activities of the non-Federal entity, compensation will be considered reasonable to the extent 
that it is comparable to that paid for similar work in the labor market in which the non-Federal entity 
competes for the kind of employees involved. 

(c) Professional activities outside the non-Federal entity. Unless an arrangement is specifically 
authorized by a Federal awarding agency, a non-Federal entity must follow its written non-Federal entity-
wide policies and practices concerning the permissible extent of professional services that can be 
provided outside the non-Federal entity for non-organizational compensation. Where such non-Federal 
entity-wide written policies do not exist or do not adequately define the permissible extent of consulting or 
other non-organizational activities undertaken for extra outside pay, the Federal Government may require 
that the effort of professional staff working on Federal awards be allocated between: 

(1) Non-Federal entity activities, and 

(2) Non-organizational professional activities. If the Federal awarding agency considers the extent of 
non-organizational professional effort excessive or inconsistent with the conflicts-of-interest terms and 
conditions of the Federal award, appropriate arrangements governing compensation will be negotiated on 
a case-by-case basis. 

(d) Unallowable costs. (1) Costs which are unallowable under other sections of these principles 
must not be allowable under this section solely on the basis that they constitute personnel compensation. 

(2) The allowable compensation for certain employees is subject to a ceiling in accordance with 
statute. For the amount of the ceiling for cost-reimbursement contracts, the covered compensation 
subject to the ceiling, the covered employees, and other relevant provisions, see 10 U.S.C. 2324(e)(1)(P), 
and 41 U.S.C. 1127 and 4304(a)(16). For other types of Federal awards, other statutory ceilings may 
apply. 

(e) Special considerations. Special considerations in determining allowability of compensation will 
be given to any change in a non-Federal entity's compensation policy resulting in a substantial increase in 
its employees' level of compensation (particularly when the change was concurrent with an increase in 
the ratio of Federal awards to other activities) or any change in the treatment of allowability of specific 
types of compensation due to changes in Federal policy. 

(f) Incentive compensation. Incentive compensation to employees based on cost reduction, or 
efficient performance, suggestion awards, safety awards, etc., is allowable to the extent that the overall 
compensation is determined to be reasonable and such costs are paid or accrued pursuant to an 
agreement entered into in good faith between the non-Federal entity and the employees before the 
services were rendered, or pursuant to an established plan followed by the non-Federal entity so 
consistently as to imply, in effect, an agreement to make such payment. 

(g) Nonprofit organizations. For compensation to members of nonprofit organizations, trustees, 
directors, associates, officers, or the immediate families thereof, determination must be made that such 
compensation is reasonable for the actual personal services rendered rather than a distribution of 
earnings in excess of costs. This may include director's and executive committee member's fees, 
incentive awards, allowances for off-site pay, incentive pay, location allowances, hardship pay, and cost-
of-living differentials. 

(h) Institutions of higher education (IHEs). (1) Certain conditions require special consideration and 
possible limitations in determining allowable personnel compensation costs under Federal awards. 
Among such conditions are the following: 



(i) Allowable activities. Charges to Federal awards may include reasonable amounts for activities 
contributing and directly related to work under an agreement, such as delivering special lectures about 
specific aspects of the ongoing activity, writing reports and articles, developing and maintaining protocols 
(human, animals, etc.), managing substances/chemicals, managing and securing project-specific data, 
coordinating research subjects, participating in appropriate seminars, consulting with colleagues and 
graduate students, and attending meetings and conferences. 

(ii) Incidental activities. Incidental activities for which supplemental compensation is allowable under 
written institutional policy (at a rate not to exceed institutional base salary) need not be included in the 
records described in paragraph (i) of this section to directly charge payments of incidental activities, such 
activities must either be specifically provided for in the Federal award budget or receive prior written 
approval by the Federal awarding agency. 

(2) Salary basis. Charges for work performed on Federal awards by faculty members during the 
academic year are allowable at the IBS rate. Except as noted in paragraph (h)(1)(ii) of this section, in no 
event will charges to Federal awards, irrespective of the basis of computation, exceed the proportionate 
share of the IBS for that period. This principle applies to all members of faculty at an institution. IBS is 
defined as the annual compensation paid by an IHE for an individual's appointment, whether that 
individual's time is spent on research, instruction, administration, or other activities. IBS excludes any 
income that an individual earns outside of duties performed for the IHE. Unless there is prior approval by 
the Federal awarding agency, charges of a faculty member's salary to a Federal award must not exceed 
the proportionate share of the IBS for the period during which the faculty member worked on the award. 

(3) Intra-Institution of Higher Education (IHE) consulting. Intra-IHE consulting by faculty is assumed 
to be undertaken as an IHE obligation requiring no compensation in addition to IBS. However, in unusual 
cases where consultation is across departmental lines or involves a separate or remote operation, and 
the work performed by the faculty member is in addition to his or her regular responsibilities, any charges 
for such work representing additional compensation above IBS are allowable provided that such 
consulting arrangements are specifically provided for in the Federal award or approved in writing by the 
Federal awarding agency. 

(4) Extra Service Pay normally represents overload compensation, subject to institutional 
compensation policies for services above and beyond IBS. Where extra service pay is a result of Intra-
IHE consulting, it is subject to the same requirements of paragraph (b) above. It is allowable if all of the 
following conditions are met: 

(i) The non-Federal entity establishes consistent written policies which apply uniformly to all faculty 
members, not just those working on Federal awards. 

(ii) The non-Federal entity establishes a consistent written definition of work covered by IBS which is 
specific enough to determine conclusively when work beyond that level has occurred. This may be 
described in appointment letters or other documentations. 

(iii) The supplementation amount paid is commensurate with the IBS rate of pay and the amount of 
additional work performed. See paragraph (h)(2) of this section. 

(iv) The salaries, as supplemented, fall within the salary structure and pay ranges established by 
and documented in writing or otherwise applicable to the non-Federal entity. 

(v) The total salaries charged to Federal awards including extra service pay are subject to the 
Standards of Documentation as described in paragraph (i) of this section. 



(5) Periods outside the academic year. (i) Except as specified for teaching activity in paragraph 
(h)(5)(ii) of this section, charges for work performed by faculty members on Federal awards during 
periods not included in the base salary period will be at a rate not in excess of the IBS. 

(ii) Charges for teaching activities performed by faculty members on Federal awards during periods 
not included in IBS period will be based on the normal written policy of the IHE governing compensation 
to faculty members for teaching assignments during such periods. 

(6) Part-time faculty. Charges for work performed on Federal awards by faculty members having 
only part-time appointments will be determined at a rate not in excess of that regularly paid for part-time 
assignments. 

(7) Sabbatical leave costs. Rules for sabbatical leave are as follow: 

(i) Costs of leaves of absence by employees for performance of graduate work or sabbatical study, 
travel, or research are allowable provided the IHE has a uniform written policy on sabbatical leave for 
persons engaged in instruction and persons engaged in research. Such costs will be allocated on an 
equitable basis among all related activities of the IHE. 

(ii) Where sabbatical leave is included in fringe benefits for which a cost is determined for 
assessment as a direct charge, the aggregate amount of such assessments applicable to all work of the 
institution during the base period must be reasonable in relation to the IHE's actual experience under its 
sabbatical leave policy. 

(8) Salary rates for non-faculty members. Non-faculty full-time professional personnel may also earn 
“extra service pay” in accordance with the non-Federal entity's written policy and consistent with 
paragraph (h)(1)(i) of this section. 

(i) Standards for Documentation of Personnel Expenses (1) Charges to Federal awards for salaries 
and wages must be based on records that accurately reflect the work performed. These records must: 

(i) Be supported by a system of internal control which provides reasonable assurance that the 
charges are accurate, allowable, and properly allocated; 

(ii) Be incorporated into the official records of the non-Federal entity; 

(iii) Reasonably reflect the total activity for which the employee is compensated by the non-Federal 
entity, not exceeding 100% of compensated activities (for IHE, this per the IHE's definition of IBS); 

(iv) Encompass both federally assisted and all other activities compensated by the non-Federal 
entity on an integrated basis, but may include the use of subsidiary records as defined in the non-Federal 
entity's written policy; 

(v) Comply with the established accounting policies and practices of the non-Federal entity (See 
paragraph (h)(1)(ii) above for treatment of incidental work for IHEs.); and 

(vi) [Reserved] 

(vii) 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; a Federal award and non-Federal 
award; an indirect cost activity and a direct cost activity; two or more indirect activities which are allocated 
using different allocation bases; or an unallowable activity and a direct or indirect cost activity. 



(viii) Budget estimates (i.e., estimates determined before the services are performed) alone do not 
qualify as support for charges to Federal awards, but may be used for interim accounting purposes, 
provided that: 

(A) The system for establishing the estimates produces reasonable approximations of the activity 
actually performed; 

(B) Significant changes in the corresponding work activity (as defined by the non-Federal entity's 
written policies) are identified and entered into the records in a timely manner. Short term (such as one or 
two months) fluctuation between workload categories need not be considered as long as the distribution 
of salaries and wages is reasonable over the longer term; and 

(C) The non-Federal entity's system of internal controls includes processes to review after-the-fact 
interim charges made to a Federal awards based on budget estimates. All necessary adjustment must be 
made such that the final amount charged to the Federal award is accurate, allowable, and properly 
allocated. 

(ix) Because practices vary as to the activity constituting a full workload (for IHEs, IBS), records may 
reflect categories of activities expressed as a percentage distribution of total activities. 

(x) It is recognized that teaching, research, service, and administration are often inextricably 
intermingled in an academic setting. When recording salaries and wages charged to Federal awards for 
IHEs, a precise assessment of factors that contribute to costs is therefore not always feasible, nor is it 
expected. 

(2) For records which meet the standards required in paragraph (i)(1) of this section, the non-
Federal entity will not be required to provide additional support or documentation for the work performed, 
other than that referenced in paragraph (i)(3) of this section. 

(3) In accordance with Department of Labor regulations implementing the Fair Labor Standards Act 
(FLSA) (29 CFR part 516), charges for the salaries and wages of nonexempt employees, in addition to 
the supporting documentation described in this section, must also be supported by records indicating the 
total number of hours worked each day. 

(4) Salaries and wages of employees used in meeting cost sharing or matching requirements on 
Federal awards must be supported in the same manner as salaries and wages claimed for 
reimbursement from Federal awards. 

(5) For states, local governments and Indian tribes, substitute processes or systems for allocating 
salaries and wages to Federal awards may be used in place of or in addition to the records described in 
paragraph (1) if approved by the cognizant agency for indirect cost. Such systems may include, but are 
not limited to, random moment sampling, “rolling” time studies, case counts, or other quantifiable 
measures of work performed. 

(i) Substitute systems which use sampling methods (primarily for Temporary Assistance for Needy 
Families (TANF), the Supplemental Nutrition Assistance Program (SNAP), Medicaid, and other public 
assistance programs) must meet acceptable statistical sampling standards including: 

(A) The sampling universe must include all of the employees whose salaries and wages are to be 
allocated based on sample results except as provided in paragraph (i)(5)(iii) of this section; 

(B) The entire time period involved must be covered by the sample; and 



(C) The results must be statistically valid and applied to the period being sampled. 

(ii) Allocating charges for the sampled employees' supervisors, clerical and support staffs, based on 
the results of the sampled employees, will be acceptable. 

(iii) Less than full compliance with the statistical sampling standards noted in subsection (5)(i) may 
be accepted by the cognizant agency for indirect costs if it concludes that the amounts to be allocated to 
Federal awards will be minimal, or if it concludes that the system proposed by the non-Federal entity will 
result in lower costs to Federal awards than a system which complies with the standards. 

(6) Cognizant agencies for indirect costs are encouraged to approve alternative proposals based on 
outcomes and milestones for program performance where these are clearly documented. Where 
approved by the Federal cognizant agency for indirect costs, these plans are acceptable as an alternative 
to the requirements of paragraph (i)(1) of this section. 

(7) For Federal awards of similar purpose activity or instances of approved blended funding, a non-
Federal entity may submit performance plans that incorporate funds from multiple Federal awards and 
account for their combined use based on performance-oriented metrics, provided that such plans are 
approved in advance by all involved Federal awarding agencies. In these instances, the non-Federal 
entity must submit a request for waiver of the requirements based on documentation that describes the 
method of charging costs, relates the charging of costs to the specific activity that is applicable to all fund 
sources, and is based on quantifiable measures of the activity in relation to time charged. 

(8) For a non-Federal entity where the records do not meet the standards described in this section, 
the Federal Government may require personnel activity reports, including prescribed certifications, or 
equivalent documentation that support the records as required in this section. 

[78 FR 78608, Dec. 26, 2013, as amended at 79 FR 75886, Dec. 19, 2014] 

 

§200.431   Compensation—fringe benefits. 

(a) Fringe benefits are allowances and services provided by employers to their employees as 
compensation in addition to regular salaries and wages. Fringe benefits include, but are not limited to, the 
costs of leave (vacation, family-related, sick or military), employee insurance, pensions, and 
unemployment benefit plans. Except as provided elsewhere in these principles, the costs of fringe 
benefits are allowable provided that the benefits are reasonable and are required by law, non-Federal 
entity-employee agreement, or an established policy of the non-Federal entity. 

(b) Leave. The cost of fringe benefits in the form of regular compensation paid to employees during 
periods of authorized absences from the job, such as for annual leave, family-related leave, sick leave, 
holidays, court leave, military leave, administrative leave, and other similar benefits, are allowable if all of 
the following criteria are met: 

(1) They are provided under established written leave policies; 

(2) The costs are equitably allocated to all related activities, including Federal awards; and, 

(3) The accounting basis (cash or accrual) selected for costing each type of leave is consistently 
followed by the non-Federal entity or specified grouping of employees. 



(i) When a non-Federal entity uses the cash basis of accounting, the cost of leave is recognized in 
the period that the leave is taken and paid for. Payments for unused leave when an employee retires or 
terminates employment are allowable in the year of payment. 

(ii) The accrual basis may be only used for those types of leave for which a liability as defined by 
GAAP exists when the leave is earned. When a non-Federal entity uses the accrual basis of accounting, 
allowable leave costs are the lesser of the amount accrued or funded. 

(c) The cost of fringe benefits in the form of employer contributions or expenses for social security; 
employee life, health, unemployment, and worker's compensation insurance (except as indicated in 
§200.447 Insurance and indemnification); pension plan costs (see paragraph (i) of this section); and other 
similar benefits are allowable, provided such benefits are granted under established written policies. Such 
benefits, must be allocated to Federal awards and all other activities in a manner consistent with the 
pattern of benefits attributable to the individuals or group(s) of employees whose salaries and wages are 
chargeable to such Federal awards and other activities, and charged as direct or indirect costs in 
accordance with the non-Federal entity's accounting practices. 

(d) Fringe benefits may be assigned to cost objectives by identifying specific benefits to specific 
individual employees or by allocating on the basis of entity-wide salaries and wages of the employees 
receiving the benefits. When the allocation method is used, separate allocations must be made to 
selective groupings of employees, unless the non-Federal entity demonstrates that costs in relationship to 
salaries and wages do not differ significantly for different groups of employees. 

(e) Insurance. See also §200.447 Insurance and indemnification, paragraphs (d)(1) and (2). 

(1) Provisions for a reserve under a self-insurance program for unemployment compensation or 
workers' compensation are allowable to the extent that the provisions represent reasonable estimates of 
the liabilities for such compensation, and the types of coverage, extent of coverage, and rates and 
premiums would have been allowable had insurance been purchased to cover the risks. However, 
provisions for self-insured liabilities which do not become payable for more than one year after the 
provision is made must not exceed the present value of the liability. 

(2) Costs of insurance on the lives of trustees, officers, or other employees holding positions of 
similar responsibility are allowable only to the extent that the insurance represents additional 
compensation. The costs of such insurance when the non-Federal entity is named as beneficiary are 
unallowable. 

(3) Actual claims paid to or on behalf of employees or former employees for workers' compensation, 
unemployment compensation, severance pay, and similar employee benefits (e.g., post-retirement health 
benefits), are allowable in the year of payment provided that the non-Federal entity follows a consistent 
costing policy. 

(f) Automobiles. That portion of automobile costs furnished by the entity that relates to personal use 
by employees (including transportation to and from work) is unallowable as fringe benefit or indirect (F&A) 
costs regardless of whether the cost is reported as taxable income to the employees. 

(g) Pension Plan Costs. Pension plan costs which are incurred in accordance with the established 
policies of the non-Federal entity are allowable, provided that: 

(1) Such policies meet the test of reasonableness. 

(2) The methods of cost allocation are not discriminatory. 



(3) For entities using accrual based accounting, the cost assigned to each fiscal year is determined 
in accordance with GAAP. 

(4) The costs assigned to a given fiscal year are funded for all plan participants within six months 
after the end of that year. However, increases to normal and past service pension costs caused by a 
delay in funding the actuarial liability beyond 30 calendar days after each quarter of the year to which 
such costs are assignable are unallowable. Non-Federal entity may elect to follow the “Cost Accounting 
Standard for Composition and Measurement of Pension Costs” (48 CFR 9904.412). 

(5) Pension plan termination insurance premiums paid pursuant to the Employee Retirement Income 
Security Act (ERISA) of 1974 (29 U.S.C. 1301-1461) are allowable. Late payment charges on such 
premiums are unallowable. Excise taxes on accumulated funding deficiencies and other penalties 
imposed under ERISA are unallowable. 

(6) Pension plan costs may be computed using a pay-as-you-go method or an acceptable actuarial 
cost method in accordance with established written policies of the non-Federal entity. 

(i) For pension plans financed on a pay-as-you-go method, allowable costs will be limited to those 
representing actual payments to retirees or their beneficiaries. 

(ii) Pension costs calculated using an actuarial cost-based method recognized by GAAP are 
allowable for a given fiscal year if they are funded for that year within six months after the end of that 
year. Costs funded after the six month period (or a later period agreed to by the cognizant agency for 
indirect costs) are allowable in the year funded. The cognizant agency for indirect costs may agree to an 
extension of the six month period if an appropriate adjustment is made to compensate for the timing of 
the charges to the Federal Government and related Federal reimbursement and the non-Federal entity's 
contribution to the pension fund. Adjustments may be made by cash refund or other equitable procedures 
to compensate the Federal Government for the time value of Federal reimbursements in excess of 
contributions to the pension fund. 

(iii) Amounts funded by the non-Federal entity in excess of the actuarially determined amount for a 
fiscal year may be used as the non-Federal entity's contribution in future periods. 

(iv) When a non-Federal entity converts to an acceptable actuarial cost method, as defined by 
GAAP, and funds pension costs in accordance with this method, the unfunded liability at the time of 
conversion is allowable if amortized over a period of years in accordance with GAAP. 

(v) The Federal Government must receive an equitable share of any previously allowed pension 
costs (including earnings thereon) which revert or inure to the non-Federal entity in the form of a refund, 
withdrawal, or other credit. 

(h) Post-Retirement Health. Post-retirement health plans (PRHP) refers to costs of health insurance 
or health services not included in a pension plan covered by paragraph (g) of this section for retirees and 
their spouses, dependents, and survivors. PRHP costs may be computed using a pay-as-you-go method 
or an acceptable actuarial cost method in accordance with established written policies of the non-Federal 
entity. 

(1) For PRHP financed on a pay-as-you-go method, allowable costs will be limited to those 
representing actual payments to retirees or their beneficiaries. 

(2) PRHP costs calculated using an actuarial cost method recognized by GAAP are allowable if they 
are funded for that year within six months after the end of that year. Costs funded after the six month 
period (or a later period agreed to by the cognizant agency) are allowable in the year funded. The Federal 



cognizant agency for indirect costs may agree to an extension of the six month period if an appropriate 
adjustment is made to compensate for the timing of the charges to the Federal Government and related 
Federal reimbursements and the non-Federal entity's contributions to the PRHP fund. Adjustments may 
be made by cash refund, reduction in current year's PRHP costs, or other equitable procedures to 
compensate the Federal Government for the time value of Federal reimbursements in excess of 
contributions to the PRHP fund. 

(3) Amounts funded in excess of the actuarially determined amount for a fiscal year may be used as 
the non-Federal entity contribution in a future period. 

(4) When a non-Federal entity converts to an acceptable actuarial cost method and funds PRHP 
costs in accordance with this method, the initial unfunded liability attributable to prior years is allowable if 
amortized over a period of years in accordance with GAAP, or, if no such GAAP period exists, over a 
period negotiated with the cognizant agency for indirect costs. 

(5) To be allowable in the current year, the PRHP costs must be paid either to: 

(i) An insurer or other benefit provider as current year costs or premiums, or 

(ii) An insurer or trustee to maintain a trust fund or reserve for the sole purpose of providing post-
retirement benefits to retirees and other beneficiaries. 

(6) The Federal Government must receive an equitable share of any amounts of previously allowed 
post-retirement benefit costs (including earnings thereon) which revert or inure to the non-Federal entity 
in the form of a refund, withdrawal, or other credit. 

(i) Severance Pay. (1) Severance pay, also commonly referred to as dismissal wages, is a payment 
in addition to regular salaries and wages, by non-Federal entities to workers whose employment is being 
terminated. Costs of severance pay are allowable only to the extent that in each case, it is required by (a) 
law, (b) employer-employee agreement, (c) established policy that constitutes, in effect, an implied 
agreement on the non-Federal entity's part, or (d) circumstances of the particular employment. 

(2) Costs of severance payments are divided into two categories as follows: 

(i) Actual normal turnover severance payments must be allocated to all activities; or, where the non-
Federal entity provides for a reserve for normal severances, such method will be acceptable if the charge 
to current operations is reasonable in light of payments actually made for normal severances over a 
representative past period, and if amounts charged are allocated to all activities of the non-Federal entity. 

(ii) Measurement of costs of abnormal or mass severance pay by means of an accrual will not 
achieve equity to both parties. Thus, accruals for this purpose are not allowable. However, the Federal 
Government recognizes its obligation to participate, to the extent of its fair share, in any specific payment. 
Prior approval by the Federal awarding agency or cognizant agency for indirect cost, as appropriate, is 
required. 

(3) Costs incurred in certain severance pay packages which are in an amount in excess of the 
normal severance pay paid by the non-Federal entity to an employee upon termination of employment 
and are paid to the employee contingent upon a change in management control over, or ownership of, the 
non-Federal entity's assets, are unallowable. 

(4) Severance payments to foreign nationals employed by the non-Federal entity outside the United 
States, to the extent that the amount exceeds the customary or prevailing practices for the non-Federal 



entity in the United States, are unallowable, unless they are necessary for the performance of Federal 
programs and approved by the Federal awarding agency. 

(5) Severance payments to foreign nationals employed by the non-Federal entity outside the United 
States due to the termination of the foreign national as a result of the closing of, or curtailment of activities 
by, the non-Federal entity in that country, are unallowable, unless they are necessary for the performance 
of Federal programs and approved by the Federal awarding agency. 

(j)(1) For IHEs only. Fringe benefits in the form of undergraduate and graduate tuition or remission 
of tuition for individual employees are allowable, provided such benefits are granted in accordance with 
established non-Federal entity policies, and are distributed to all non-Federal entity activities on an 
equitable basis. Tuition benefits for family members other than the employee are unallowable. 

(2) Fringe benefits in the form of tuition or remission of tuition for individual employees not employed 
by IHEs are limited to the tax-free amount allowed per section 127 of the Internal Revenue Code as 
amended. 

(3) IHEs may offer employees tuition waivers or tuition reductions, provided that the benefit does not 
discriminate in favor of highly compensated employees. Employees can exercise these benefits at other 
institutions according to institutional policy. See §200.466 Scholarships and student aid costs, for 
treatment of tuition remission provided to students. 

(k) For IHEs whose costs are paid by state or local governments, fringe benefit programs (such as 
pension costs and FICA) and any other benefits costs specifically incurred on behalf of, and in direct 
benefit to, the non-Federal entity, are allowable costs of such non-Federal entities whether or not these 
costs are recorded in the accounting records of the non-Federal entities, subject to the following: 

(1) The costs meet the requirements of Basic Considerations in §§200.402 Composition of costs 
through 200.411 Adjustment of previously negotiated indirect (F&A) cost rates containing unallowable 
costs of this subpart; 

(2) The costs are properly supported by approved cost allocation plans in accordance with 
applicable Federal cost accounting principles; and 

(3) The costs are not otherwise borne directly or indirectly by the Federal Government. 

[78 FR 78608, Dec. 26, 2013, as amended at 79 FR 75886, Dec. 19, 2014; 80 FR 54409, Sept. 10, 2015] 

 

§200.439   Equipment and other capital expenditures. 

(a) See §§200.13 Capital expenditures, 200.33 Equipment, 200.89 Special purpose equipment, 
200.48 General purpose equipment, 200.2 Acquisition cost, and 200.12 Capital assets. 

(b) The following rules of allowability must apply to equipment and other capital expenditures: 

(1) Capital expenditures for general purpose equipment, buildings, and land are unallowable as 
direct charges, except with the prior written approval of the Federal awarding agency or pass-through 
entity. 



(2) Capital expenditures for special purpose equipment are allowable as direct costs, provided that 
items with a unit cost of $5,000 or more have the prior written approval of the Federal awarding agency or 
pass-through entity. 

(3) Capital expenditures for improvements to land, buildings, or equipment which materially increase 
their value or useful life are unallowable as a direct cost except with the prior written approval of the 
Federal awarding agency, or pass-through entity. See §200.436 Depreciation, for rules on the allowability 
of depreciation on buildings, capital improvements, and equipment. See also §200.465 Rental costs of 
real property and equipment. 

(4) When approved as a direct charge pursuant to paragraphs (b)(1) through (3) of this section, 
capital expenditures will be charged in the period in which the expenditure is incurred, or as otherwise 
determined appropriate and negotiated with the Federal awarding agency. 

(5) The unamortized portion of any equipment written off as a result of a change in capitalization 
levels may be recovered by continuing to claim the otherwise allowable depreciation on the equipment, or 
by amortizing the amount to be written off over a period of years negotiated with the Federal cognizant 
agency for indirect cost. 

(6) Cost of equipment disposal. If the non-Federal entity is instructed by the Federal awarding 
agency to otherwise dispose of or transfer the equipment the costs of such disposal or transfer are 
allowable. 

(7) Equipment and other capital expenditures are unallowable as indirect costs. See §200.436 
Depreciation. 

[78 FR 78608, Dec. 26, 2013, as amended at 79 FR 75886, Dec. 19, 2014] 

 

§200.445   Goods or services for personal use. 

(a) Costs of goods or services for personal use of the non-Federal entity's employees are 
unallowable regardless of whether the cost is reported as taxable income to the employees. 

(b) Costs of housing (e.g., depreciation, maintenance, utilities, furnishings, rent), housing 
allowances and personal living expenses are only allowable as direct costs regardless of whether 
reported as taxable income to the employees. In addition, to be allowable direct costs must be approved 
in advance by a Federal awarding agency. 

 

§200.452   Maintenance and repair costs. 

Costs incurred for utilities, insurance, security, necessary maintenance, janitorial services, repair, or 
upkeep of buildings and equipment (including Federal property unless otherwise provided for) which 
neither add to the permanent value of the property nor appreciably prolong its intended life, but keep it in 
an efficient operating condition, are allowable. Costs incurred for improvements which add to the 
permanent value of the buildings and equipment or appreciably prolong their intended life must be treated 
as capital expenditures (see §200.439 Equipment and other capital expenditures). These costs are only 
allowable to the extent not paid through rental or other agreements. 

 



§200.453   Materials and supplies costs, including costs of computing devices. 

(a) Costs incurred for materials, supplies, and fabricated parts necessary to carry out a Federal 
award are allowable. 

(b) Purchased materials and supplies must be charged at their actual prices, net of applicable 
credits. Withdrawals from general stores or stockrooms must be charged at their actual net cost under 
any recognized method of pricing inventory withdrawals, consistently applied. Incoming transportation 
charges are a proper part of materials and supplies costs. 

(c) Materials and supplies used for the performance of a Federal award may be charged as direct 
costs. In the specific case of computing devices, charging as direct costs is allowable for devices that are 
essential and allocable, but not solely dedicated, to the performance of a Federal award. 

(d) Where federally-donated or furnished materials are used in performing the Federal award, such 
materials will be used without charge. 
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§200.461   Publication and printing costs. 

(a) Publication costs for electronic and print media, including distribution, promotion, and general 
handling are allowable. If these costs are not identifiable with a particular cost objective, they should be 
allocated as indirect costs to all benefiting activities of the non-Federal entity. 

(b) Page charges for professional journal publications are allowable where: 

(1) The publications report work supported by the Federal Government; and 

(2) The charges are levied impartially on all items published by the journal, whether or not under a 
Federal award. 

(3) The non-Federal entity may charge the Federal award before closeout for the costs of 
publication or sharing of research results if the costs are not incurred during the period of performance of 
the Federal award. 

 

§200.465   Rental costs of real property and equipment. 

(a) Subject to the limitations described in paragraphs (b) through (d) of this section, rental costs are 
allowable to the extent that the rates are reasonable in light of such factors as: rental costs of comparable 
property, if any; market conditions in the area; alternatives available; and the type, life expectancy, 
condition, and value of the property leased. Rental arrangements should be reviewed periodically to 
determine if circumstances have changed and other options are available. 

(b) Rental costs under “sale and lease back” arrangements are allowable only up to the amount that 
would be allowed had the non-Federal entity continued to own the property. This amount would include 
expenses such as depreciation, maintenance, taxes, and insurance. 



(c) Rental costs under “less-than-arm's-length” leases are allowable only up to the amount (as 
explained in paragraph (b) of this section). For this purpose, a less-than-arm's-length lease is one under 
which one party to the lease agreement is able to control or substantially influence the actions of the 
other. Such leases include, but are not limited to those between: 

(1) Divisions of the non-Federal entity; 

(2) The non-Federal entity under common control through common officers, directors, or members; 
and 

(3) The non-Federal entity and a director, trustee, officer, or key employee of the non-Federal entity 
or an immediate family member, either directly or through corporations, trusts, or similar arrangements in 
which they hold a controlling interest. For example, the non-Federal entity may establish a separate 
corporation for the sole purpose of owning property and leasing it back to the non-Federal entity. 

(4) Family members include one party with any of the following relationships to another party: 

(i) Spouse, and parents thereof; 

(ii) Children, and spouses thereof; 

(iii) Parents, and spouses thereof; 

(iv) Siblings, and spouses thereof; 

(v) Grandparents and grandchildren, and spouses thereof; 

(vi) Domestic partner and parents thereof, including domestic partners of any individual in 2 through 
5 of this definition; and 

(vii) Any individual related by blood or affinity whose close association with the employee is the 
equivalent of a family relationship. 

(5) Rental costs under leases which are required to be treated as capital leases under GAAP are 
allowable only up to the amount (as explained in paragraph (b) of this section) that would be allowed had 
the non-Federal entity purchased the property on the date the lease agreement was executed. The 
provisions of GAAP must be used to determine whether a lease is a capital lease. Interest costs related to 
capital leases are allowable to the extent they meet the criteria in §200.449 Interest. Unallowable costs 
include amounts paid for profit, management fees, and taxes that would not have been incurred had the 
non-Federal entity purchased the property. 

(6) The rental of any property owned by any individuals or entities affiliated with the non-Federal 
entity, to include commercial or residential real estate, for purposes such as the home office workspace is 
unallowable. 

 

§200.474   Travel costs. 

(a) General. Travel costs are the expenses for transportation, lodging, subsistence, and related 
items incurred by employees who are in travel status on official business of the non-Federal entity. Such 
costs may be charged on an actual cost basis, on a per diem or mileage basis in lieu of actual costs 



incurred, or on a combination of the two, provided the method used is applied to an entire trip and not to 
selected days of the trip, and results in charges consistent with those normally allowed in like 
circumstances in the non-Federal entity's non-federally-funded activities and in accordance with non-
Federal entity's written travel reimbursement policies. Notwithstanding the provisions of §200.444 General 
costs of government, travel costs of officials covered by that section are allowable with the prior written 
approval of the Federal awarding agency or pass-through entity when they are specifically related to the 
Federal award. 

(b) Lodging and subsistence. Costs incurred by employees and officers for travel, including costs of 
lodging, other subsistence, and incidental expenses, must be considered reasonable and otherwise 
allowable only to the extent such costs do not exceed charges normally allowed by the non-Federal entity 
in its regular operations as the result of the non-Federal entity's written travel policy. In addition, if these 
costs are charged directly to the Federal award documentation must justify that: 

(1) Participation of the individual is necessary to the Federal award; and 

(2) The costs are reasonable and consistent with non-Federal entity's established travel policy. 

(c)(1) Temporary dependent care costs (as dependent is defined in 26 U.S.C. 152) above and 
beyond regular dependent care that directly results from travel to conferences is allowable provided that: 

(i) The costs are a direct result of the individual's travel for the Federal award; 

(ii) The costs are consistent with the non-Federal entity's documented travel policy for all entity 
travel; and 

(iii) Are only temporary during the travel period. 

(2) Travel costs for dependents are unallowable, except for travel of duration of six months or more 
with prior approval of the Federal awarding agency. See also §200.432 Conferences. 

(d) In the absence of an acceptable, written non-Federal entity policy regarding travel costs, the 
rates and amounts established under 5 U.S.C. 5701-11, (“Travel and Subsistence Expenses; Mileage 
Allowances”), or by the Administrator of General Services, or by the President (or his or her designee) 
pursuant to any provisions of such subchapter must apply to travel under Federal awards (48 CFR 
31.205-46(a)). 

(e) Commercial air travel. (1) Airfare costs in excess of the basic least expensive unrestricted 
accommodations class offered by commercial airlines are unallowable except when such 
accommodations would: 

(i) Require circuitous routing; 

(ii) Require travel during unreasonable hours; 

(iii) Excessively prolong travel; 

(iv) Result in additional costs that would offset the transportation savings; or 

(v) Offer accommodations not reasonably adequate for the traveler's medical needs. The non-
Federal entity must justify and document these conditions on a case-by-case basis in order for the use of 
first-class or business-class airfare to be allowable in such cases. 



(2) Unless a pattern of avoidance is detected, the Federal Government will generally not question a 
non-Federal entity's determinations that customary standard airfare or other discount airfare is 
unavailable for specific trips if the non-Federal entity can demonstrate that such airfare was not available 
in the specific case. 

(f) Air travel by other than commercial carrier. Costs of travel by non-Federal entity-owned, -leased, 
or -chartered aircraft include the cost of lease, charter, operation (including personnel costs), 
maintenance, depreciation, insurance, and other related costs. The portion of such costs that exceeds the 
cost of airfare as provided for in paragraph (d) of this section, is unallowable. 
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Conflicts of Interest 

No employee, officer, or agent may participate in the selection, award, or administration of a 
contract supported by a Federal award if he or she has a real or apparent conflict of interest.  
This policy is applicable to everyone and anyone involved in the procurement process and 
extends beyond the individual concerned to include: immediate family members, partners, and 
employers of those family members or partners.   

The same shall apply to AFC as an organization at the entity wide level in dealing with any 
related parties or affiliates.   

Individuals involved in the selection, award, or administration of a Federally supported contract 
may not accept or solicit gratuities, favors, or anything of monetary value from contractors or 
parties to subcontracts. (Per state guidelines gifts of less than $25 may be accepted in 
situations where unsolicited since this amount is of nominal value.) 

 

Procurement 

Compliance with new procurement guidelines has been deferred under the grace period 
allowed by OMB, we are currently still utilizing OMB Circular A-21, State Bid Law, and any award 
specific requirements.  Once we implement the new procurement standards we will update these 
procedures to address the specified areas of Micropurchases, Small Purchases, Sealed Bids, Competitive 
Proposals, and Sole Source Purchases. 

 

 



Internal Controls 

 

Control Environment 

All federal award purchases must still go through the normal, multi level AFC approval process.  
This ensures that no one person may purchase goods or deem a cost as allowable without 
approval/agreement from at least one additional employee. 

 

Risk Assessment 

During the annual audit process all procedures are scrutinized for any areas that might be 
vulnerable and any risks are assessed.  The principals for each award work in conjunction with 
the Finance Officer to minimize risk on an ongoing basis. 

 

Control Activities 

All purchases are processed through Finance and ultimately approved by the Executive 
Director.  Allowable costs and correct account number assignment is reviewed at time of 
request to purchase and verified against final invoice amounts to assure that the totals match. 

 

Information and Communication 

Some Federal awards have training requirements attached and we strictly adhere to those 
requirements.  For those awards that do not hold annual meetings or training sessions we will 
closely follow the updates posted by the awarding agencies as well as utilize any web training 
that may be offered. 

 

Monitoring 

All grant applications are reviewed by the Executive Director prior to submission.  All grant 
reporting is reviewed by the principal on the award and the Finance Officer.  

  

 



 

PII 

AFC strives to protect personally identifiable information.  PII is stored on our secure database 
which requires a unique and secure log in.  Computers are locked when not in use and only the 
last four digits of socials are maintained on paper files that would be accessible to someone not 
needing the information.  We encourage students not to email sensitive material such as social 
security or credit card numbers.  

Mandatory Disclosures 

Any incident involving fraud, bribery, or gratuities that may affect a federal award must be 
disclosed in writing and in a timely fashion.  (as soon as possible but within a maximum of thirty 
(30) days.)  A prompt investigation will be conducted and if any wrongdoing is found the 
employee would be subject to disciplinary action up to and including termination.  AFC has a 
“whistleblower” policy in place to protect and encourage any employee to report any 
suspected wrongdoing. 

Record Keeping  

All grant related documentation shall be retained for the length of time as prescribed by the 
awarding agency and federal guidelines.  This is usually a period of three years but it is our 
practice to retain them for at least five years.  

 

Asset Management 

Equipment (other than consumables) will be tagged in accordance with grant requirements.  
The grant under which the equipment was purchased should be easily identifiable and a 
physical inventory shall be conducted at least every two years.  FEDERALLY FUNDED 
EQUIPMENT IS NOT TO BE STORED ON PRIVATE PROPERTY OR FOR PERSONAL USE.  In the 
event property is in use in the field at the time of an inventory a dated photo shall be sent by 
the instructor to the person conducting the inventory count.  Once the equipment returns it will 
be physically inspected. Any equipment found to be missing or that needs to be disposed of will 
be promptly reported to the funding agency. 
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