                                                                                             
Cost Principles and Documentation

I. OMB Circular A-110 - Uniform Administrative Requirements for Grants and Other Agreements with Institutions of Higher Education, Hospitals and Other Non-Profit Organizations (11/19/1993) (further amended 09/30/1999, Relocated to 2 CFR, Part 215 (32 pages, 243 kb))

1. Allowable Costs: In order to be allowable as federal share or matching the following criteria must be met:
a. There must be verifiable records.
b. Should not be included as a contribution for any other federally-assisted program.
c. Cost must be necessary and reasonable.
d. Must be allowable (some examples are listed below)
· Depreciation – allowable
· Salaries, wages - allowable
· Fines and penalties - unallowable.
· Maintenance and repair costs – allowable
· Materials and supplies – allowable
· Meeting, conferences - allowable provided they do not involve entertainment costs
· Membership, subscriptions and professional activity costs- allowable
· Organization costs (incorporation fees, attorneys, accountants etc. in connection with
· establishment or reorganization of organization) – allowable
· Overtime, premium pay - allowable as direct costs with prior approval.
· Recruiting costs - allowable.
· Rental costs - (unexpired leases) – allowable
· Training and education costs – allowable
· Travel costs allowable except first-class.

e. Costs are provided for in the approved budget.

     2. Valuation of in-kind contributions should be based on following cost principles

a. Value of services should be consistent with those paid for similar work.
b. Value of property must be at fair market value.
c. Volunteer services must be documented.
d. Basis for determining the value of personal services, material, equipment, land and building must be documented.

3. Indirect Costs must be allocated to the grant in accordance with benefits received: Indirect costs are costs that have been incurred for common objectives but cannot be readily identified with a particular grant and therefore, there must be written cost allocation procedures in place to distribute the indirect costs among various programs in proportion to the benefits received.














4. Compensation for personal services: are allowable provided they are reasonable.
· Fringe benefits in the form of vacation, sick pay, and holidays are allowable provided they are absorbed by all organization activities in proportion to relative time or effort devoted to each.
· Charges to award for salaries and wages must be adequately supported:
a. Distribution of time must be supported by personnel activity reports (time sheets).
b. Time sheets must be maintained by all personnel whose compensation in whole, or in part, is charged to government awards.
c. Each time sheet must account for employee’s total time.
d. Time sheets must indicate total number of hours worked each day.
e. Time sheets must be signed by employee and approved by supervisor.
f. Time sheets must be prepared at least monthly.

II. Financial Management Standards

General
· The Grantee must maintain financial management systems that include standard accounting practices, sufficient internal controls, and a clear audit trail, and written cost allocation procedures, as necessary.
· A separate cost center must be set up for this grant.
· Financial management systems must be capable of distinguishing expenditures attributable to this Grant from expenditures not attributable to this Grant.
· Agency’s financial management system must provide for control and accountability for all funds including safeguards to assure they are used only for authorized purpose.
· Accounting records must be supported by source documents such as bank statements, vendor invoices, travel claims, receipts etc.

Program Income
1. Agencies are required to account for program income.
2. Program income is gross income earned by the agency from federally supported activities, and includes, but is not limited to, rental fees, and service fees 
3. Program income can be retained by the agency, with approval, and:
a. Added to the project to be used to further the program objectives,
b. Used to finance the non-federal share of the project (requires approval), and
c. Deducted from the total project costs when determining the federal share of the
    project.

Audits Grantee organizations that expend $500,000 or more in a year in
Federal awards shall have a single or program-specific audit (external audit) conducted for that year. (required by OMB Circular A-133)

[bookmark: _GoBack]III. Other important OMB Circular A-110 requirements:

· Award recipients are accountable to sponsoring agencies and must demonstrate that appropriate financial management systems are in place
· A-110 requires institutions receiving federal assistance to maintain effective control over and accountability for all funds, property and other assets, and assure they are used solely for authorized purposes.
· Award recipients are responsible for managing and monitoring each project, program, function and activity supported by the award
· Award recipients must notify the awarding agency whenever events occur that have a significant impact on the project or program, or when problems, delays or adverse conditions materially impair the ability to attain program objectives. Financial records, supporting documents, statistical records and all other records must be retained for three years from the date of final report, except when:
· Litigation requires retention until matters have been resolved
· Records are transferred to the agency, in which case retention requirements end
· Other record retention requirements apply
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