              A-21 Cost Principles in a nutshell

Factors Affecting Allowability of Costs
	Reasonable
· Cost is necessary for the operation of the institution or the performance of the sponsored agreement.

· The individuals concerned acted with due prudence (Prudent Person test).

· The actions taken with respect to the incurrence of the cost are consistent with established institutional policies and practices applicable to the work of the institution generally, including sponsored agreements.


	Allocable
· The goods or services involved are chargeable or assignable to such cost objective in accordance with relative benefits received.
· Cost incurred solely to advance the work under the sponsored agreement.
· Cost benefits the sponsored agreement.
· Costs allocable to a particular sponsored project may not be shifted to other sponsored agreements in order to meet deficiencies caused by overruns or for other reasons of convenience.
	Consistently Treated
· Like costs must be treated the same in like circumstances, as either direct or pooled (F&A) costs.




Section D addresses treatment of Direct Costs

Direct Costs- costs that can be identified specifically with a particular sponsored project….Costs incurred for the same purpose in  like circumstances must be treated consistently as either Direct or F&A costs.

Section E addresses Facilities and Administrative (F&A) Costs

F&A Costs- costs that are incurred for common or joint objectives and therefore cannot be identified readily and specifically with a particular sponsored project.  Chart on next page addresses costs normally treated as F&A costs.

Section G addresses the Determination and Application of F&A rates

Modified Total Direct Cost Base (MTDC) - F&A costs shall be distributed to applicable sponsored agreements on the basis of modified total direct costs, consisting of all salaries and wages, fringe benefits, materials and supplies, services, travel, and subcontracts up to the first $25,000 of each subcontract. Equipment, capital expenditures, charges for patient care and tuition remission, rental costs, scholarships, and fellowships as well as the portion of each subcontract in excess of $25,000 shall be excluded from modified total direct costs.
Section J addresses allowability of Specific Costs including:

	1.   Advertising and public relations costs

2.   Advisory councils

3.   Alcoholic beverages

4.   Alumni/ae activities

5.  Audit costs and related services

6.   Bad debts

7.   Bonding costs
8   Commencement and convocation costs

9.   Communication costs

10. Compensation for personal services

11. Contingency provisions

12. Deans of faculty and graduate schools

13. Defense and prosecution of criminal and civil proceedings, claims, appeals and patent infringement

14. Depreciation and use allowances

15. Donations and contributions

16. Employee morale, health, and welfare costs and credits

17. Entertainment costs

18. Equipment and other capital expenditures

19. Fines and penalties

20. Fund raising and investment costs

21. Gains and losses on depreciable assets

22. Goods or services for personal use

23. Housing and personal living expenses

24. Idle facilities and idle capacity

25..Insurance and indemnification

26. Interest

       27. Labor relations costs
	28..Lobbying

29. Losses on other sponsored agreements or contracts

30. Maintenance and repair costs

31. Material and supplies costs

32. Meetings and conferences

33. Memberships, subscriptions and professional activity costs

34. Patent costs

35. Plant and homeland security costs

36. Preagreement costs

37. Professional services costs

38. Proposal costs

39. Publication and printing costs

40. Rearrangement and alteration costs

41. Reconversion costs

42. Recruiting costs

43. Rental cost of buildings and equipment

44. Royalties and other costs for use of patents

45. Scholarships and student aid costs 

46. Selling and marketing

47. Specialized service facilities

48. Student activity costs

49. Taxes

50. Termination costs applicable to sponsored agreements

51. Training costs

52. Transportation costs

53. Travel costs

54. Trustees


Cost Accounting Standards for Educational Institutions

501
Consistency in estimating, accumulating and reporting costs.

502
Consistency in allocating costs incurred for the same purpose.

       505
Accounting for unallowable costs.

       506 Cost accounting period.

   A-21 Cost Principles (Continued)

   Consistent Treatment of Costs 

Direct Cost




   Indirect (F&A)Cost

Salaries of Technical Staff
Salaries of Admin. or Clerical Staff*

Laboratory Supplies
Office Supplies

Long Distance Telephone Chgs
Local Telephone Chgs

Federal Express Chgs
Postage(Stamps)

Animals and Care Costs
Library Support

Travel, Equipment, Computer, etc.
Routine Maintenance of Plant/Equip

Service/ Recharge Centers
Insurance (normally F&A with exceptions)

                       Unallowable 


    Entertainment and Alcoholic Beverages


    Bad Debts


    Fines and Penalties 

                                    Honoraria (not a speaker's fee though)

                                    Lobbying or Fundraising Costs

                                    Contingency Costs


**Salaries of Admin. and Clerical Staff -  should normally be treated as F&A costs.


Direct charging of these costs may be appropriate where a major project or activity explicitly budgets for admin. or clerical services and individuals involved can be specifically identified  with the project or activity.  "Major Projects" are defined in Exhibit C and include large Program Projects, collaborative efforts, and projects requiring:

 
extensive data accumulation; making travel and meeting arrangements for large numbers of participants (such as conferences and seminars); preparation and production of manuals and large reports, books and monographs (excluding routine progress and technical reports); research fields sites that are remote from campus; project-specific database management; individualized graphics or manuscript preparation; human or animal protocols; and multiple project-related investigator coordination and communications.

