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PART 200—UNIFORM ADMINISTRA-
TIVE REQUIREMENTS, COST PRIN-
CIPLES, AND AUDIT REQUIRE-
MENTS FOR FEDERAL AWARDS 

Subpart A—Acronyms and 
Definitions 

ACRONYMS 

Sec. 
200.0 Acronyms. 
200.1 Definitions. 
200.2 Acquisition cost. 
200.3 Advance payment. 
200.4 Allocation. 

200.5 Audit finding. 

200.6 Auditee. 

200.7 Auditor. 

200.8 Budget. 

200.9 Central service cost allocation plan. 

200.10 Catalog of Federal Domestic Assist-

ance (CFDA) number. 

200.11 CFDA program title. 

200.12 Capital assets. 

200.13 Capital expenditures. 

200.14 Claim. 

200.15 Class of Federal awards. 

200.16 Closeout. 

200.17 Cluster of programs. 

200.18 Cognizant agency for audit. 

200.19 Cognizant agency for indirect costs. 

200.20 Computing devices. 

200.21 Compliance supplement. 

200.22 Contract. 

200.23 Contractor. 

200.24 Cooperative agreement. 

200.25 Cooperative audit resolution. 

200.26 Corrective action. 

200.27 Cost allocation plan. 

200.28 Cost objective. 

200.29 Cost sharing or matching. 

200.30 Cross-cutting audit finding. 

200.31 [Reserved] 

200.32 Data Universal Numbering System 

(DUNS) number. 

200.33 Equipment. 

200.34 Expenditures. 

200.35 Federal agency. 

200.36 Federal Audit Clearinghouse (FAC). 

200.37 Federal awarding agency. 

200.38 Federal award. 

200.39 Federal award date. 

200.40 Federal financial assistance. 

200.41 Federal interest. 

200.42 Federal program. 

200.43 Federal share. 

200.44 Final cost objective. 

200.45 Fixed amount awards. 

200.46 Foreign public entity. 

200.47 Foreign organization. 

200.48 General purpose equipment. 

200.49 Generally Accepted Accounting Prin-

ciples (GAAP). 
200.50 Generally Accepted Government Au-

diting Standards (GAGAS). 
200.51 Grant agreement. 
200.52 Hospital. 
200.53 Improper payment. 
200.54 Indian tribe (or ‘‘federally recognized 

Indian tribe’’). 
200.55 Institutions of Higher Education 

(IHEs). 
200.56 Indirect (facilities & administrative 

(F&A)) costs. 
200.57 Indirect cost rate proposal. 
200.58 Information technology systems. 
200.59 Intangible property. 
200.60 Intermediate cost objective. 
200.61 Internal controls. 
200.62 Internal control over compliance re-

quirements for Federal awards. 
200.63 Loan. 
200.64 Local government. 
200.65 Major program. 
200.66 Management decision. 
200.67 Micro-purchase. 
200.68 Modified Total Direct Cost (MTDC). 
200.69 Non-Federal entity. 
200.70 Nonprofit organization. 
200.71 Obligations. 
200.72 Office of Management and Budget 

(OMB). 
200.73 Oversight agency for audit. 
200.74 Pass-through entity. 
200.75 Participant support costs. 
200.76 Performance goal. 
200.77 Period of performance. 
200.78 Personal property. 
200.79 Personally Identifiable Information 

(PII). 
200.80 Program income. 
200.81 Property. 
200.82 Protected Personally Identifiable In-

formation (Protected PII). 
200.83 Project cost. 
200.84 Questioned cost. 
200.85 Real property. 
200.86 Recipient. 
200.87 Research and Development (R&D). 

200.88 Simplified acquisition threshold. 

200.89 Special purpose equipment. 

200.90 State. 

200.91 Student Financial Aid (SFA). 

200.92 Subaward. 

200.93 Subrecipient. 

200.94 Supplies. 

200.95 Termination. 

200.96 Third-party in-kind contributions. 

200.97 Unliquidated obligations. 

200.98 Unobligated balance. 

200.99 Voluntary committed cost sharing. 

Subpart B—General Provisions 

200.100 Purpose. 
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200.101 Applicability. 

200.102 Exceptions. 

200.103 Authorities. 

200.104 Supersession. 

200.105 Effect on other issuances. 

200.106 Agency implementation. 

200.107 OMB responsibilities. 

200.108 Inquiries. 

200.109 Review date. 

200.110 Effective/applicability date. 

200.111 English language. 

200.112 Conflict of interest. 

200.113 Mandatory disclosures. 

Subpart C—Pre-Federal Award Require-
ments and Contents of Federal Awards 

200.200 Purpose. 

200.201 Use of grant agreements (including 

fixed amount awards), cooperative agree-

ments, and contracts. 

200.202 Requirement to provide public no-

tice of Federal financial assistance pro-

grams. 

200.203 Notices of funding opportunities. 

200.204 Federal awarding agency review of 

merit of proposals. 

200.205 Federal awarding agency review of 

risk posed by applicants. 

200.206 Standard application requirements. 

200.207 Specific conditions. 

200.208 Certifications and representations. 

200.209 Pre-award costs. 

200.210 Information contained in a Federal 

award. 

200.211 Public access to Federal award infor-

mation. 

200.212 Reporting a determination that a 

non-Federal entity is not qualified for a 

Federal award. 

200.213 Suspension and debarment. 

Subpart D—Post Federal Award 
Requirements 

STANDARDS FOR FINANCIAL AND PROGRAM 

MANAGEMENT 

200.300 Statutory and national policy re-

quirements. 

200.301 Performance measurement. 

200.302 Financial management. 

200.303 Internal controls. 

200.304 Bonds. 

200.305 Payment. 

200.306 Cost sharing or matching. 

200.307 Program income. 

200.308 Revision of budget and program 

plans. 

200.309 Period of performance. 

PROPERTY STANDARDS 

200.310 Insurance coverage. 

200.311 Real property. 

200.312 Federally-owned and exempt prop-

erty. 

200.313 Equipment. 

200.314 Supplies. 

200.315 Intangible property. 

200.316 Property trust relationship. 

PROCUREMENT STANDARDS 

200.317 Procurements by states. 

200.318 General procurement standards. 

200.319 Competition. 

200.320 Methods of procurement to be fol-

lowed. 

200.321 Contracting with small and minority 

businesses, women’s business enterprises, 

and labor surplus area firms. 

200.322 Procurement of recovered materials. 

200.323 Contract cost and price. 

200.324 Federal awarding agency or pass- 

through entity review. 

200.325 Bonding requirements. 

200.326 Contract provisions. 

PERFORMANCE AND FINANCIAL MONITORING 

AND REPORTING 

200.327 Financial reporting. 

200.328 Monitoring and reporting program 

performance. 

200.329 Reporting on real property. 

SUBRECIPIENT MONITORING AND MANAGEMENT 

200.330 Subrecipient and contractor deter-

minations. 

200.331 Requirements for pass-through enti-

ties. 

200.332 Fixed amount subawards. 

RECORD RETENTION AND ACCESS 

200.333 Retention requirements for records. 

200.334 Requests for transfer of records. 

200.335 Methods for collection, transmission 

and storage of information. 

200.336 Access to records. 

200.337 Restrictions on public access to 

records. 

REMEDIES FOR NONCOMPLIANCE 

200.338 Remedies for noncompliance. 

200.339 Termination. 

200.340 Notification of termination require-

ment. 

200.341 Opportunities to object, hearings 

and appeals. 

200.342 Effects of suspension and termi-

nation. 

CLOSEOUT 

200.343 Closeout. 

POST-CLOSEOUT ADJUSTMENTS AND 

CONTINUING RESPONSIBILITIES 

200.344 Post-closeout adjustments and con-

tinuing responsibilities. 

COLLECTION OF AMOUNTS DUE 

200.345 Collection of amounts due. 
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Subpart E—Cost Principles 

GENERAL PROVISIONS 

200.400 Policy guide. 

200.401 Application. 

BASIC CONSIDERATIONS 

200.402 Composition of costs. 

200.403 Factors affecting allowability of 

costs. 

200.404 Reasonable costs. 

200.405 Allocable costs. 

200.406 Applicable credits. 

200.407 Prior written approval (prior ap-

proval). 

200.408 Limitation on allowance of costs. 

200.409 Special considerations. 

200.410 Collection of unallowable costs. 

200.411 Adjustment of previously negotiated 

indirect (F&A) cost rates containing un-

allowable costs. 

DIRECT AND INDIRECT (F&A) COSTS 

200.412 Classification of costs. 

200.413 Direct costs. 

200.414 Indirect (F&A) costs. 

200.415 Required certifications. 

SPECIAL CONSIDERATIONS FOR STATES, LOCAL 

GOVERNMENTS AND INDIAN TRIBES 

200.416 Cost allocation plans and indirect 

cost proposals. 

200.417 Interagency service. 

SPECIAL CONSIDERATIONS FOR INSTITUTIONS OF 

HIGHER EDUCATION 

200.418 Costs incurred by states and local 

governments. 

200.419 Cost accounting standards and dis-

closure statement. 

GENERAL PROVISIONS FOR SELECTED ITEMS OF 

COST 

200.420 Considerations for selected items of 

cost. 

200.421 Advertising and public relations. 

200.422 Advisory councils. 

200.423 Alcoholic beverages. 

200.424 Alumni/ae activities. 

200.425 Audit services. 

200.426 Bad debts. 

200.427 Bonding costs. 

200.428 Collections of improper payments. 

200.429 Commencement and convocation 

costs. 

200.430 Compensation—personal services. 

200.431 Compensation—fringe benefits. 

200.432 Conferences. 

200.433 Contingency provisions. 

200.434 Contributions and donations. 

200.435 Defense and prosecution of criminal 

and civil proceedings, claims, appeals 

and patent infringements. 

200.436 Depreciation. 

200.437 Employee health and welfare costs. 

200.438 Entertainment costs. 

200.439 Equipment and other capital expend-

itures. 

200.440 Exchange rates. 

200.441 Fines, penalties, damages and other 

settlements. 

200.442 Fund raising and investment man-

agement costs. 

200.443 Gains and losses on disposition of de-

preciable assets. 

200.444 General costs of government. 

200.445 Goods or services for personal use. 

200.446 Idle facilities and idle capacity. 

200.447 Insurance and indemnification. 

200.448 Intellectual property. 

200.449 Interest. 

200.450 Lobbying. 

200.451 Losses on other awards or contracts. 

200.452 Maintenance and repair costs. 

200.453 Materials and supplies costs, includ-

ing costs of computing devices. 

200.454 Memberships, subscriptions, and pro-

fessional activity costs. 

200.455 Organization costs. 

200.456 Participant support costs. 

200.457 Plant and security costs. 

200.458 Pre-award costs. 

200.459 Professional service costs. 

200.460 Proposal costs. 

200.461 Publication and printing costs. 

200.462 Rearrangement and reconversion 

costs. 

200.463 Recruiting costs. 

200.464 Relocation costs of employees. 

200.465 Rental costs of real property and 

equipment. 

200.466 Scholarships and student aid costs. 

200.467 Selling and marketing costs. 

200.468 Specialized service facilities. 

200.469 Student activity costs. 

200.470 Taxes (including Value Added Tax). 

200.471 Termination costs. 

200.472 Training and education costs. 

200.473 Transportation costs. 

200.474 Travel costs. 

200.475 Trustees. 

Subpart F—Audit Requirements 

GENERAL 

200.500 Purpose. 

AUDITS 

200.501 Audit requirements. 

200.502 Basis for determining Federal 

awards expended. 

200.503 Relation to other audit require-

ments. 

200.504 Frequency of audits. 

200.505 Sanctions. 

200.506 Audit costs. 

200.507 Program-specific audits. 

AUDITEES 

200.508 Auditee responsibilities. 

200.509 Auditor selection. 
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200.510 Financial statements. 

200.511 Audit findings follow-up. 

200.512 Report submission. 

FEDERAL AGENCIES 

200.513 Responsibilities. 

AUDITORS 

200.514 Scope of audit. 

200.515 Audit reporting. 

200.516 Audit findings. 

200.517 Audit documentation. 

200.518 Major program determination. 

200.519 Criteria for Federal program risk. 

200.520 Criteria for a low-risk auditee. 

MANAGEMENT DECISIONS 

200.521 Management decision. 

APPENDIX I TO PART 200—FULL TEXT OF NO-

TICE OF FUNDING OPPORTUNITY 

APPENDIX II TO PART 200—CONTRACT PROVI-

SIONS FOR NON-FEDERAL ENTITY CON-

TRACTS UNDER FEDERAL AWARDS 

APPENDIX III TO PART 200—INDIRECT (F&A) 

COSTS IDENTIFICATION AND ASSIGNMENT, 

AND RATE DETERMINATION FOR INSTITU-

TIONS OF HIGHER EDUCATION (IHES) 

APPENDIX IV TO PART 200—INDIRECT (F&A) 

COSTS IDENTIFICATION AND ASSIGNMENT, 

AND RATE DETERMINATION FOR NONPROFIT 

ORGANIZATIONS 

APPENDIX V TO PART 200— STATE/LOCAL GOV-

ERNMENTWIDE CENTRAL SERVICE COST AL-

LOCATION PLANS 

APPENDIX VI TO PART 200—PUBLIC ASSIST-

ANCE COST ALLOCATION PLANS 

APPENDIX VII TO PART 220—STATES AND 

LOCAL GOVERNMENT AND INDIAN TRIBE IN-

DIRECT COST PROPOSALS 

APPENDIX VIII TO PART 200—NONPROFIT OR-

GANIZATIONS EXEMPTED FROM SUBPART 

E—COST PRINCIPLES OF PART 200 

APPENDIX IX TO PART 200—HOSPITAL COST 

PRINCIPLES 

APPENDIX X TO PART 200—DATA COLLECTION 

FORM (FORM SF–SAC) 

APPENDIX XI TO PART 200—COMPLIANCE SUP-

PLEMENT 

APPENDIX XII TO PART 200—AWARD TERM AND 

CONDITION FOR RECIPIENT INTEGRITY AND 

PERFORMANCE MATTERS 

AUTHORITY: 31 U.S.C. 503 

SOURCE: 78 FR 78608, Dec. 26, 2013, unless 

otherwise noted. 

Subpart A—Acronyms and 
Definitions 
ACRONYMS 

§ 200.0 Acronyms. 

ACRONYM TERM 

CAS Cost Accounting Standards 
CFDA Catalog of Federal Domestic 

Assistance 
CFR Code of Federal Regulations 
CMIA Cash Management Improve-

ment Act 
COG Councils Of Governments 
COSO Committee of Sponsoring Orga-

nizations of the Treadway Commis-

sion 

EPA Environmental Protection Agen 

cy 
ERISA Employee Retirement Income 

Security Act of 1974 (29 U.S.C. 1301– 

1461) 
EUI Energy Usage Index 
F&A Facilities and Administration 
FAC Federal Audit Clearinghouse 
FAIN Federal Award Identification 

Number 
FAPIIS Federal Awardee Perform-

ance and Integrity Information Sys-

tem 
FAR Federal Acquisition Regulation 
FFATA Federal Funding Account-

ability and Transparency Act of 2006 

or Transparency Act—Public Law 

109–282, as amended by section 6202(a) 

of Public Law 110–252 (31 U.S.C. 6101) 

FICA Federal Insurance Contribu-

tions Act 

FOIA Freedom of Information Act 

FR Federal Register 

FTE Full-time equivalent 

GAAP Generally Accepted Account-

ing Principles 

GAGAS Generally Accepted Govern-

ment Auditing Standards 

GAO Government Accountability Of-

fice 

GOCO Government owned, contractor 

operated 

GSA General Services Administration 

IBS Institutional Base Salary 

IHE Institutions of Higher Education 

IRC Internal Revenue Code 

ISDEAA Indian Self-Determination 

and Education and Assistance Act 

MTC Modified Total Cost 
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(2) Occupy space, and 
(3) Benefit from the non-Federal enti-

ty’s indirect (F&A) costs. 
(f) For nonprofit organizations, the 

costs of activities performed by the 
non-Federal entity primarily as a serv-
ice 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 activi-
ties include: 

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

(2) Providing services and informa-
tion to members, legislative or admin-
istrative 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 rela-

tions 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 in-

vestment of special funds not used in 

operation of the non-Federal entity. 

See also § 200.442 Fund raising and in-

vestment management costs. 
(6) Administration of group benefits 

on behalf of members or clients, in-

cluding life and hospital insurance, an-

nuity or retirement plans, and finan-

cial aid. See also § 200.431 Compensa-

tion—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 Classi-

fication. For major IHEs and major 

nonprofit organizations, indirect (F&A) 

costs must be classified within two 

broad categories: ‘‘Facilities’’ and 

‘‘Administration.’’ ‘‘Facilities’’ is de-

fined as depreciation on buildings, 

equipment and capital improvement, 

interest on debt associated with cer-

tain buildings, equipment and capital 

improvements, and operations and 

maintenance expenses. ‘‘Administra-

tion’’ is defined as general administra-

tion and general expenses such as the 

director’s office, accounting, personnel 

and all other types of expenditures not 

listed specifically under one of the sub-

categories of ‘‘Facilities’’ (including 

cross allocations from other pools, 

where applicable). For nonprofit orga-

nizations, library expenses are included 

in the ‘‘Administration’’ category; for 

institutions of higher education, they 

are included in the ‘‘Facilities’’ cat-

egory. 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 Iden-

tification and Assignment, and Rate 

Determination for Institutions of High-

er Education (IHEs) paragraph C. 11. 

Major nonprofit organizations are 

those which receive more than $10 mil-

lion 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 Fed-

eral 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 ex-

amples of indirect (F&A) cost for many 

nonprofit organizations may include 

depreciation on buildings and equip-

ment, the costs of operating and main-

taining facilities, and general adminis-

tration and general expenses, such as 

the salaries and expenses of executive 

officers, personnel administration, and 

accounting. 

(c) Federal Agency Acceptance of Nego-
tiated Indirect Cost Rates. (See also 

§ 200.306 Cost sharing or matching.) 

(1) The negotiated rates must be ac-

cepted by all Federal awarding agen-

cies. 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 re-

quired by Federal statute or regula-

tion, or when approved by a Federal 

awarding agency head or delegate 

based on documented justification as 

described in paragraph (c)(3) of this 

section. 
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(2) The Federal awarding agency head 

or delegate must notify OMB of any ap-

proved 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 poli-

cies relating to indirect cost rate reim-

bursement, 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 Re-

quirements 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 Assign-

ment, and Rate Determination for In-

stitutions of Higher Education (IHEs); 

(2) Appendix IV to Part 200—Indirect 

(F&A) Costs Identification and Assign-

ment, and Rate Determination for Non-

profit 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 out-

lined 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 Gov-

ernment 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 de-
scribed in § 200.403 Factors affecting al-
lowability of costs, costs must be con-
sistently 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 nego-
tiate 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 ex-
tension 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 ex-
tension period ends. At the end of the 
4-year extension, the non-Federal enti-
ty must re-apply to negotiate a rate. 
Subsequent one-time extensions (up to 
four years) are permitted if a renegoti-
ation is completed between each exten-
sion 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 certifi-

cation, signed by an official who is au-

thorized to legally bind the non-Fed-

eral entity, which reads as follows: ‘‘By 

signing this report, I certify to the best 

of my knowledge and belief that the re-

port 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 omis-

sion of any material fact, may subject 

me to criminal, civil or administrative 

penalties for fraud, false statements, 

false claims or otherwise. (U.S. Code 
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agencies, will, as necessary, conduct negotia-

tions with the state public assistance agency 

and will inform the state agency of the ac-

tion taken on the plan or plan amendment. 

E. REVIEW OF IMPLEMENTATION OF APPROVED 

PLANS 

1. Since public assistance cost allocation 

plans are of a narrative nature, the review 

during the plan approval process consists of 

evaluating the appropriateness of the pro-

posed groupings of costs (cost centers) and 

the related allocation bases. As such, the 

Federal Government needs some assurance 

that the cost allocation plan has been imple-

mented as approved. This is accomplished by 

reviews by the Federal awarding agencies, 

single audits, or audits conducted by the 

cognizant agency for indirect costs. 

2. Where inappropriate charges affecting 

more than one Federal awarding agency are 

identified, the cognizant HHS cost negotia-

tion office will be advised and will take the 

lead in resolving the issue(s) as provided for 

in Subpart E of 45 CFR Part 95. 

3. If a dispute arises in the negotiation of 

a plan or from a disallowance involving two 

or more Federal awarding agencies, the dis-

pute must be resolved in accordance with the 

appeals procedures set out in 45 CFR Part 16. 

Disputes involving only one Federal award-

ing agency will be resolved in accordance 

with the Federal awarding agency’s appeal 

process. 

4. To the extent that problems are encoun-

tered among the Federal awarding agencies 

or governmental units in connection with 

the negotiation and approval process, the Of-

fice of Management and Budget will lend as-

sistance, as required, to resolve such prob-

lems in a timely manner. 

F. UNALLOWABLE COSTS 

Claims developed under approved cost allo-

cation plans will be based on allowable costs 

as identified in this Part. Where unallowable 

costs have been claimed and reimbursed, 

they will be refunded to the program that re-

imbursed the unallowable cost using one of 

the following methods: (a) a cash refund, (b) 

offset to a subsequent claim, or (c) credits to 

the amounts charged to individual Federal 

awards. Cash refunds, offsets, and credits 

may include at the option of the cognizant 

agency for indirect cost, earned or imputed 

interest from the date of expenditure and de-

linquent debt interest, if applicable, charge-

able in accordance with applicable cognizant 

agency for indirect cost claims collection 

regulations. 

APPENDIX VII TO PART 200—STATES AND 

LOCAL GOVERNMENT AND INDIAN 

TRIBE INDIRECT COST PROPOSALS 

A. GENERAL 

1. Indirect costs are those that have been 

incurred for common or joint purposes. 

These costs benefit more than one cost ob-

jective and cannot be readily identified with 

a particular final cost objective without ef-

fort disproportionate to the results achieved. 

After direct costs have been determined and 

assigned directly to Federal awards and 

other activities as appropriate, indirect costs 

are those remaining to be allocated to bene-

fitted cost objectives. A cost may not be al-

located to a Federal award as an indirect 

cost if any other cost incurred for the same 

purpose, in like circumstances, has been as-

signed to a Federal award as a direct cost. 

2. Indirect costs include (a) the indirect 

costs originating in each department or 

agency of the governmental unit carrying 

out Federal awards and (b) the costs of cen-

tral governmental services distributed 

through the central service cost allocation 

plan (as described in Appendix V to Part 

200—State/Local Government and Indian 

Tribe-Wide Central Service Cost Allocation 

Plans) and not otherwise treated as direct 

costs. 

3. Indirect costs are normally charged to 

Federal awards by the use of an indirect cost 

rate. A separate indirect cost rate(s) is usu-

ally necessary for each department or agen-

cy of the governmental unit claiming indi-

rect costs under Federal awards. Guidelines 

and illustrations of indirect cost proposals 

are provided in a brochure published by the 

Department of Health and Human Services 

entitled ‘‘A Guide for States and Local Govern-
ment Agencies: Cost Principles and Procedures 
for Establishing Cost Allocation Plans and Indi-
rect Cost Rates for Grants and Contracts with 
the Federal Government.’’ A copy of this bro-

chure may be obtained from HHS Cost Allo-

cation Services or at their Web site at https:// 
rates.psc.gov. 

4. Because of the diverse characteristics 

and accounting practices of governmental 

units, the types of costs which may be classi-

fied as indirect costs cannot be specified in 

all situations. However, typical examples of 

indirect costs may include certain state/ 

local-wide central service costs, general ad-

ministration of the non-Federal entity ac-

counting and personnel services performed 

within the non-Federal entity, depreciation 

on buildings and equipment, the costs of op-

erating and maintaining facilities. 

5. This Appendix does not apply to state 

public assistance agencies. These agencies 

should refer instead to Appendix VI to Part 

200—Public Assistance Cost Allocation 

Plans. 
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B. DEFINITIONS 

1. Base means the accumulated direct costs 

(normally either total direct salaries and 

wages or total direct costs exclusive of any 

extraordinary or distorting expenditures) 

used to distribute indirect costs to indi-

vidual Federal awards. The direct cost base 

selected should result in each Federal award 

bearing a fair share of the indirect costs in 

reasonable relation to the benefits received 

from the costs. 

2. Base period for the allocation of indirect 

costs is the period in which such costs are in-

curred and accumulated for allocation to ac-

tivities performed in that period. The base 

period normally should coincide with the 

governmental unit’s fiscal year, but in any 

event, must be so selected as to avoid inequi-

ties in the allocation of costs. 

3. Cognizant agency for indirect costs means 

the Federal agency responsible for reviewing 

and approving the governmental unit’s indi-

rect cost rate(s) on the behalf of the Federal 

Government. The cognizant agency for indi-

rect costs assignment is described in Appen-

dix V, section F, Negotiation and Approval 

of Central Service Plans. 

4. Final rate means an indirect cost rate ap-

plicable to a specified past period which is 

based on the actual allowable costs of the pe-

riod. A final audited rate is not subject to 

adjustment. 

5. Fixed rate means an indirect cost rate 

which has the same characteristics as a pre-

determined rate, except that the difference 

between the estimated costs and the actual, 

allowable costs of the period covered by the 

rate is carried forward as an adjustment to 

the rate computation of a subsequent period. 

6. Indirect cost pool is the accumulated 

costs that jointly benefit two or more pro-

grams or other cost objectives. 

7. Indirect cost rate is a device for deter-

mining in a reasonable manner the propor-

tion of indirect costs each program should 

bear. It is the ratio (expressed as a percent-

age) of the indirect costs to a direct cost 

base. 

8. Indirect cost rate proposal means the doc-

umentation prepared by a governmental unit 

or subdivision thereof to substantiate its re-

quest for the establishment of an indirect 

cost rate. 

9. Predetermined rate means an indirect cost 

rate, applicable to a specified current or fu-

ture period, usually the governmental unit’s 

fiscal year. This rate is based on an estimate 

of the costs to be incurred during the period. 

Except under very unusual circumstances, a 

predetermined rate is not subject to adjust-

ment. (Because of legal constraints, pre-

determined rates are not permitted for Fed-

eral contracts; they may, however, be used 

for grants or cooperative agreements.) Pre-

determined rates may not be used by govern-

mental units that have not submitted and 

negotiated the rate with the cognizant agen-

cy for indirect costs. In view of the potential 

advantages offered by this procedure, nego-

tiation of predetermined rates for indirect 

costs for a period of two to four years should 

be the norm in those situations where the 

cost experience and other pertinent facts 

available are deemed sufficient to enable the 

parties involved to reach an informed judg-

ment as to the probable level of indirect 

costs during the ensuing accounting periods. 
10. Provisional rate means a temporary indi-

rect cost rate applicable to a specified period 

which is used for funding, interim reimburse-

ment, and reporting indirect costs on Fed-

eral awards pending the establishment of a 

‘‘final’’ rate for that period. 

C. ALLOCATION OF INDIRECT COSTS AND 

DETERMINATION OF INDIRECT COST RATES 

1. General 

a. Where a governmental unit’s depart-

ment or agency has only one major function, 

or where all its major functions benefit from 

the indirect costs to approximately the same 

degree, the allocation of indirect costs and 

the computation of an indirect cost rate may 

be accomplished through simplified alloca-

tion procedures as described in subsection 2. 
b. Where a governmental unit’s depart-

ment or agency has several major functions 

which benefit from its indirect costs in vary-

ing degrees, the allocation of indirect costs 

may require the accumulation of such costs 

into separate cost groupings which then are 

allocated individually to benefitted func-

tions by means of a base which best meas-

ures the relative degree of benefit. The indi-

rect costs allocated to each function are 

then distributed to individual Federal 

awards and other activities included in that 

function by means of an indirect cost rate(s). 
c. Specific methods for allocating indirect 

costs and computing indirect cost rates 

along with the conditions under which each 

method should be used are described in sub-

sections 2, 3 and 4. 

2. Simplified Method 

a. Where a non-Federal entity’s major 

functions benefit from its indirect costs to 

approximately the same degree, the alloca-

tion of indirect costs may be accomplished 

by (1) classifying the non-Federal entity’s 

total costs for the base period as either di-

rect or indirect, and (2) dividing the total al-

lowable indirect costs (net of applicable 

credits) by an equitable distribution base. 

The result of this process is an indirect cost 

rate which is used to distribute indirect 

costs to individual Federal awards. The rate 

should be expressed as the percentage which 

the total amount of allowable indirect costs 

bears to the base selected. This method 

should also be used where a governmental 

unit’s department or agency has only one 
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major function encompassing a number of in-

dividual projects or activities, and may be 

used where the level of Federal awards to 

that department or agency is relatively 

small. 
b. Both the direct costs and the indirect 

costs must exclude capital expenditures and 

unallowable costs. However, unallowable 

costs must be included in the direct costs if 

they represent activities to which indirect 

costs are properly allocable. 
c. The distribution base may be (1) total di-

rect costs (excluding capital expenditures 

and other distorting items, such as pass- 

through funds, subcontracts in excess of 

$25,000, participant support costs, etc.), (2) 

direct salaries and wages, or (3) another base 

which results in an equitable distribution. 

3. Multiple Allocation Base Method 

a. Where a non-Federal entity’s indirect 

costs benefit its major functions in varying 

degrees, such costs must be accumulated 

into separate cost groupings. Each grouping 

must then be allocated individually to bene-

fitted functions by means of a base which 

best measures the relative benefits. 
b. The cost groupings should be established 

so as to permit the allocation of each group-

ing on the basis of benefits provided to the 

major functions. Each grouping should con-

stitute a pool of expenses that are of like 

character in terms of the functions they ben-

efit and in terms of the allocation base 

which best measures the relative benefits 

provided to each function. The number of 

separate groupings should be held within 

practical limits, taking into consideration 

the materiality of the amounts involved and 

the degree of precision needed. 
c. Actual conditions must be taken into ac-

count in selecting the base to be used in allo-

cating the expenses in each grouping to ben-

efitted functions. When an allocation can be 

made by assignment of a cost grouping di-

rectly to the function benefitted, the alloca-

tion must be made in that manner. When the 

expenses in a grouping are more general in 

nature, the allocation should be made 

through the use of a selected base which pro-

duces results that are equitable to both the 

Federal Government and the governmental 

unit. In general, any cost element or related 

factor associated with the governmental 

unit’s activities is potentially adaptable for 

use as an allocation base provided that: (1) it 

can readily be expressed in terms of dollars 

or other quantitative measures (total direct 

costs, direct salaries and wages, staff hours 

applied, square feet used, hours of usage, 

number of documents processed, population 

served, and the like), and (2) it is common to 

the benefitted functions during the base pe-

riod. 
d. Except where a special indirect cost 

rate(s) is required in accordance with para-

graph (C)(4) of this Appendix, the separate 

groupings of indirect costs allocated to each 

major function must be aggregated and 

treated as a common pool for that function. 

The costs in the common pool must then be 

distributed to individual Federal awards in-

cluded in that function by use of a single in-

direct cost rate. 

e. The distribution base used in computing 

the indirect cost rate for each function may 

be (1) total direct costs (excluding capital ex-

penditures and other distorting items such 

as pass-through funds, subawards in excess of 

$25,000, participant support costs, etc.), (2) 

direct salaries and wages, or (3) another base 

which results in an equitable distribution. 

An indirect cost rate should be developed for 

each separate indirect cost pool developed. 

The rate in each case should be stated as the 

percentage relationship between the par-

ticular indirect cost pool and the distribu-

tion base identified with that pool. 

4. Special Indirect Cost Rates 

a. In some instances, a single indirect cost 

rate for all activities of a non-Federal entity 

or for each major function of the agency may 

not be appropriate. It may not take into ac-

count those different factors which may sub-

stantially affect the indirect costs applicable 

to a particular program or group of pro-

grams. The factors may include the physical 

location of the work, the level of administra-

tive support required, the nature of the fa-

cilities or other resources employed, the or-

ganizational arrangements used, or any com-

bination thereof. When a particular Federal 

award is carried out in an environment 

which appears to generate a significantly 

different level of indirect costs, provisions 

should be made for a separate indirect cost 

pool applicable to that Federal award. The 

separate indirect cost pool should be devel-

oped during the course of the regular alloca-

tion process, and the separate indirect cost 

rate resulting therefrom should be used, pro-

vided that: (1) The rate differs significantly 

from the rate which would have been devel-

oped under paragraphs (C)(2) and (C)(3) of 

this Appendix, and (2) the Federal award to 

which the rate would apply is material in 

amount. 

b. Where Federal statutes restrict the re-

imbursement of certain indirect costs, it 

may be necessary to develop a special rate 

for the affected Federal award. Where a ‘‘re-

stricted rate’’ is required, the same proce-

dure for developing a non-restricted rate will 

be used except for the additional step of the 

elimination from the indirect cost pool those 

costs for which the law prohibits reimburse-

ment. 
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D. SUBMISSION AND DOCUMENTATION OF 

PROPOSALS 

1. Submission of Indirect Cost Rate Proposals 

a. All departments or agencies of the gov-

ernmental unit desiring to claim indirect 

costs under Federal awards must prepare an 

indirect cost rate proposal and related docu-

mentation to support those costs. The pro-

posal and related documentation must be re-

tained for audit in accordance with the 

records retention requirements contained in 

§ 200.333 Retention Requirements for Records. 

b. A governmental department or agency 

unit that receives more than $35 million in 

direct Federal funding must submit its indi-

rect cost rate proposal to its cognizant agen-

cy for indirect costs. Other governmental de-

partment or agency must develop an indirect 

cost proposal in accordance with the require-

ments of this Part and maintain the proposal 

and related supporting documentation for 

audit. These governmental departments or 

agencies are not required to submit their 

proposals unless they are specifically re-

quested to do so by the cognizant agency for 

indirect costs. Where a non-Federal entity 

only receives funds as a subrecipient, the 

pass-through entity will be responsible for 

negotiating and/or monitoring the subrecipi-

ent’s indirect costs. 

c. Each Indian tribal government desiring 

reimbursement of indirect costs must submit 

its indirect cost proposal to the Department 

of the Interior (its cognizant agency for indi-

rect costs). 

d. Indirect cost proposals must be devel-

oped (and, when required, submitted) within 

six months after the close of the govern-

mental unit’s fiscal year, unless an exception 

is approved by the cognizant agency for indi-

rect costs. If the proposed central service 

cost allocation plan for the same period has 

not been approved by that time, the indirect 

cost proposal may be prepared including an 

amount for central services that is based on 

the latest federally-approved central service 

cost allocation plan. The difference between 

these central service amounts and the 

amounts ultimately approved will be com-

pensated for by an adjustment in a subse-

quent period. 

2. Documentation of Proposals 

The following must be included with each 

indirect cost proposal: 

a. The rates proposed, including subsidiary 

work sheets and other relevant data, cross 

referenced and reconciled to the financial 

data noted in subsection b. Allocated central 

service costs will be supported by the sum-

mary table included in the approved central 

service cost allocation plan. This summary 

table is not required to be submitted with 

the indirect cost proposal if the central serv-

ice cost allocation plan for the same fiscal 

year has been approved by the cognizant 

agency for indirect costs and is available to 

the funding agency. 

b. A copy of the financial data (financial 

statements, comprehensive annual financial 

report, executive budgets, accounting re-

ports, etc.) upon which the rate is based. Ad-

justments resulting from the use of 

unaudited data will be recognized, where ap-

propriate, by the Federal cognizant agency 

for indirect costs in a subsequent proposal. 

c. The approximate amount of direct base 

costs incurred under Federal awards. These 

costs should be broken out between salaries 

and wages and other direct costs. 

d. A chart showing the organizational 

structure of the agency during the period for 

which the proposal applies, along with a 

functional statement(s) noting the duties 

and/or responsibilities of all units that com-

prise the agency. (Once this is submitted, 

only revisions need be submitted with subse-

quent proposals.) 

3. Required certification. 

Each indirect cost rate proposal must be 

accompanied by a certification in the fol-

lowing form: 

CERTIFICATE OF INDIRECT COSTS 

This is to certify that I have reviewed the 

indirect cost rate proposal submitted here-

with and to the best of my knowledge and 

belief: 

(1) All costs included in this proposal [iden-

tify date] to establish billing or final indi-

rect costs rates for [identify period covered 

by rate] are allowable in accordance with the 

requirements of the Federal award(s) to 

which they apply and the provisions of this 

Part. Unallowable costs have been adjusted 

for in allocating costs as indicated in the in-

direct cost proposal 

(2) All costs included in this proposal are 

properly allocable to Federal awards on the 

basis of a beneficial or causal relationship 

between the expenses incurred and the agree-

ments to which they are allocated in accord-

ance with applicable requirements. Further, 

the same costs that have been treated as in-

direct costs have not been claimed as direct 

costs. Similar types of costs have been ac-

counted for consistently and the Federal 

Government will be notified of any account-

ing changes that would affect the predeter-

mined rate. 

I declare that the foregoing is true and cor-

rect. 

Governmental Unit: lllllllllllll

Signature: llllllllllllllllll

Name of Official: llllllllllllll

Title: llllllllllllllllllll

Date of Execution: lllllllllllll
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E. NEGOTIATION AND APPROVAL OF RATES. 

1. Indirect cost rates will be reviewed, ne-

gotiated, and approved by the cognizant 

agency on a timely basis. Once a rate has 

been agreed upon, it will be accepted and 

used by all Federal agencies unless prohib-

ited or limited by statute. Where a Federal 

awarding agency has reason to believe that 

special operating factors affecting its Fed-

eral awards necessitate special indirect cost 

rates, the funding agency will, prior to the 

time the rates are negotiated, notify the cog-

nizant agency for indirect costs. 

2. The use of predetermined rates, if al-

lowed, is encouraged where the cognizant 

agency for indirect costs has reasonable as-

surance based on past experience and reli-

able projection of the non-Federal entity’s 

costs, that the rate is not likely to exceed a 

rate based on actual costs. Long-term agree-

ments utilizing predetermined rates extend-

ing over two or more years are encouraged, 

where appropriate. 

3. The results of each negotiation must be 

formalized in a written agreement between 

the cognizant agency for indirect costs and 

the governmental unit. This agreement will 

be subject to re-opening if the agreement is 

subsequently found to violate a statute, or 

the information upon which the plan was ne-

gotiated is later found to be materially in-

complete or inaccurate. The agreed upon 

rates must be made available to all Federal 

agencies for their use. 

4. Refunds must be made if proposals are 

later found to have included costs that (a) 

are unallowable (i) as specified by law or reg-

ulation, (ii) as identified in § 200.420 Consider-

ations for selected items of cost, of this Part, 

or (iii) by the terms and conditions of Fed-

eral awards, or (b) are unallowable because 

they are clearly not allocable to Federal 

awards. These adjustments or refunds will be 

made regardless of the type of rate nego-

tiated (predetermined, final, fixed, or provi-

sional). 

F. OTHER POLICIES 

1. Fringe Benefit Rates 

If overall fringe benefit rates are not ap-

proved for the governmental unit as part of 

the central service cost allocation plan, 

these rates will be reviewed, negotiated and 

approved for individual recipient agencies 

during the indirect cost negotiation process. 

In these cases, a proposed fringe benefit rate 

computation should accompany the indirect 

cost proposal. If fringe benefit rates are not 

used at the recipient agency level (i.e., the 

agency specifically identifies fringe benefit 

costs to individual employees), the govern-

mental unit should so advise the cognizant 

agency for indirect costs. 

2. Billed Services Provided by the Recipient 
Agency 

In some cases, governmental departments 

or agencies (components of the govern-

mental unit) provide and bill for services 

similar to those covered by central service 

cost allocation plans (e.g., computer cen-

ters). Where this occurs, the governmental 

departments or agencies (components of the 

governmental unit)should be guided by the 

requirements in Appendix V relating to the 

development of billing rates and documenta-

tion requirements, and should advise the 

cognizant agency for indirect costs of any 

billed services. Reviews of these types of 

services (including reviews of costing/billing 

methodology, profits or losses, etc.) will be 

made on a case-by-case basis as warranted by 

the circumstances involved. 

3. Indirect Cost Allocations Not Using Rates 

In certain situations, governmental de-

partments or agencies (components of the 

governmental unit), because of the nature of 

their Federal awards, may be required to de-

velop a cost allocation plan that distributes 

indirect (and, in some cases, direct) costs to 

the specific funding sources. In these cases, a 

narrative cost allocation methodology 

should be developed, documented, main-

tained for audit, or submitted, as appro-

priate, to the cognizant agency for indirect 

costs for review, negotiation, and approval. 

4. Appeals 

If a dispute arises in a negotiation of an in-

direct cost rate (or other rate) between the 

cognizant agency for indirect costs and the 

governmental unit, the dispute must be re-

solved in accordance with the appeals proce-

dures of the cognizant agency for indirect 

costs. 

5. Collection of Unallowable Costs and 
Erroneous Payments 

Costs specifically identified as unallowable 

and charged to Federal awards either di-

rectly or indirectly will be refunded (includ-

ing interest chargeable in accordance with 

applicable Federal cognizant agency for indi-

rect costs regulations). 

6. OMB Assistance 

To the extent that problems are encoun-

tered among the Federal agencies or govern-

mental units in connection with the negotia-

tion and approval process, OMB will lend as-

sistance, as required, to resolve such prob-

lems in a timely manner. 

[78 FR 78608, Dec. 26, 2013, as amended at 79 

FR 75889, Dec. 19, 2014] 
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