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Uniform Guidance

2 CFR 2009 Uniform Administrative Requirements,

Cost Principles, and Audit Requirements for Federal
Awards

Replaces:

Administrative Requirements (Common Rule),
Circulars A-102, A-110, and A-89

Audit Requirements, Circulars A -133 and A-50
Cost Principles, Circulars A-21, A-87, and A-122



Uniform Guidance

Subpart A d Acronyms and Definitions
Subpart B 0 General Provisions

Subpart C o Pre-Federal Award Requirements and
Contents of Federal Awards

Subpart D d Post Federal Award Requirements
Subpart E d Cost Principles
Subpart F 0 Audit Requirements



Uniform Guidance

Subparts AOE

Requirements that grantees andsubgranteesmust
follow

Criteria used to determine compliance with
requirements during an audit



Uniform Guidance

Subparts A E

Effective for new Federal Awards made on or after
December 26, 2014

NOTE: Can implement for awards made BEFORE 12/26/14
but ONLY if system -wide software change is necessary to
implement Uniform Guidance

For agencies that consider incremental funding actions on
previously made awards to be opportunities to change
award terms and conditions, the new requirements are
effective for the first funding increment issued after
December 26, 2014



Uniform Guidance

Subparts AOE

The effective date of the Uniform Guidance for
subawards is the same as the effective date of the
Federal award from which the subaward is made. The
requirements for a subaward, no matter when made,
flow from the requirements of the original Federal
award from the Federal awarding agency.



Uniform Guidance

Subparts AOE

State agencies that pass Federal money through to
subrecipients must notify the subrecipients of the
effective date of the Federal award and which
requirements apply.

The grant agreements should contain this information.



Federal
Compliance
Requirements

Pre-Uniform Guidance Implementation (A -133)

Post Uniform Guidance Implementation (2 CFR 200)



Pre-UG { Activities
Allowed orrUnallowed

A Unigue to each Federal program

A Found in the laws, regulations, and the provisions of
contracts or grant agreements pertaining to the
program

A ARRA Unallowable Activities, if applicable:

Casino or other gambling establishments
Aquarium

Z00

Golf Course

Swimming Pool

O O O o o



UG ¢ Activities Allowed
or Unallowed

A Unigue to each Federal program

A Found in the Federal statutes, regulations, and the
terms and conditions of the Federal award
pertaining to the program

A ARRA Funding & Unallowed Activities



Pre-UG ¢ Allowable Cost /
Cost Principles

A Cost Circulars outline the conditions for allowability
and the specific requirements that must be met with
regard to Indirect Cost Rate Proposals and Cost
Allocation Plans.

A Three Cost Principles Circulars

o OMBCircularA -21 o0Cost Principles for Educat.

o OMBCircularA-87 o0Cost Principles for State,
Government so

o OMBCircularA -122 o0Cost Pri nRriopfliets QroganNoznat i c



To T T I

To o o To o o I

Pre-UG ¢+ Allowable Cost/Cost
Principles + Basic Considerations

Necessary and reasonable
Allocable
Authorized or not prohibited

Conform to any limitations or exclusions set forth in the cost
principles, Federal laws, terms and conditions of the award or
other governing regulations as to types or amounts of cost
items

Be consistent with policies, regulations, and procedures
Consistent treatment
In accordance with GAAP (Unless otherwise stated)

Not be included as a cost or used to meet cost sharing or
matching requirements

Net of all applicable credits
Adequately documented
Prior Written Approval 0 If required



Pre-UG ¢ Allowable Cost/Cost
Principles: Indirect Costs

Definition:
0 Incurred for a common or joint purpose benefiting more than one
cost objective, and

o Not readily assignable to the cost objectives specifically benefitted,
without effort disproportionate to the results achieved

Each Circular outlines the specific requirements that must be met
If you are going to be charging indirect costs to your federal
grants.

Ways to Recover Indirect Costs
o Rate
o Allocated or Billed

Must have documentation to show how indirect costs will be
applied

o Indirect Cost Rate Proposal (Rate)

o0 Cost Allocation Plan (Allocated or Billed)



Indirect Cost Rates

A Based on a fraction in which
A Numerator = Total Allowable Indirect Costs
A Denominator = a Odase

o Examples may include but are not limited to:
A Direct Salaries and Wages including (or excluding) all fringe benefits
A Total Direct Costs excluding certain items
A Modified Total Direct Costs

A Resulting % will be applied to the base to determine
Indirect costs which may be charged to awards

Total Allowable Indirect Costs
Direct Cost Base

— Cost Rate %



Cost Allocation Plans

A Central Service Cost Allocation Plan

o

Documentation identifying, accumulating, and allocating or developing billing rates
based on the allowable costs of services provided on a centralized basis to
departments and agencies. Costs of these services may be allocated or billed to
users.

A Public Assistance Cost Allocation Plan

0)
0)

State agencies that administer public assistance programs

Narrative description of the procedures that will be used in identifying,
measuring and allocating all administrative costs to all of the programs
administered or supervised by State public assistance agencies

Federal programs typically administered by State public assistance agencies
and that are included in the PACAP are:

A Temporary Assistance for Needy Families
A Medicaid

A Supplemental Nutrition Assistance Program
A Child Support Enforcement

A Foster Care

A Adoption Assistance

A Social Services Block Grant



Consistent Treatment

A Rule: If costs are charged directly to a federal grant,
the same type of costs cannot be included in the
Indirect cost pool, as this will result in double -
charging to federal grants.

o CircularA-87 states in part: OA cost ma)
Federal award as an indirect cost if any other cost incurred for
the same purpose, in like circumstances, has been assigned to a
Federal award as adirectcost . 0



Consistent Treatment

A Example : Assume a unit has an accounting office
with 5 accountants and 1 of the accountants works
exclusively on a federal program. The unit has two
options on charging accounting costs to the
federal program:

1. The unit could include the entire accounting office in the
iIndirect cost pool (all 5 accountants d all charged to
nonfederal funds), and recover the proportional
accounting costs through the indirect cost rate;

2. The unit could direct charge the single accountant to the
federal program and exclude all accounting costs from
the indirect cost pool



Consistent Treatment

A However, the unit could not classify 4 accountants
as indirect and include them in the indirect cost
pool and classify 1 accountant as direct and direct
charge that accountant to the federal program.

AThis violates the oOconsiste
results in double -charging the federal program for
accounting services because the federal program
IS not receiving a benefit from the 4 accountants in

the indirect cost pool.



Pre-UG ¢ Allowable Cost/Cost Principles
A-87 (Special Procedures: Indirect Costs)

A Special Procedures: Indirect Costs
o Department or Agency Costs
*Normally charged to Federal awards by use of an indirect cost rate**
A Required Documentation
A Testing of Cost Pools and Allocation  methods (Prior Years Data)
A Testing of Charges
o Central Service Costs
*Normally allocated or billed to Federal awards**
A Required Documentation
A Special Test of Allocated Section | Costs
A Special Test of Billed Section Il Costs
o State Public Assistance Agency Costs
*Normally charged to Federal awards by a Public Assistance Cost Allocation Plan**
A Submission Requirements
A Required Documentation
A Test Allocation Methods
A Test of Charges



Pre-UG ¢ Allowable: Cost/Cost
Principles + Selected/ltems of(Cost

Selected Items of Cost

Time and
Effort

Reporting

Exhibit 1 (amended 6/04)

OME Circular A-87,

OMB Circular A-122,

Attachment B OME Circular A-21, Artachment B
State, Local, & Indian Section J Non-Profit
Selected Cost Item Tribal Gov'ts Educational Institutions Organizations
Compensation for (8)-Umque criteria for (10)-Unique critenia for (8)-Unique criteria for
personal services support support support
Compensation for | Not specifically addressed | (10.g)- Unallowable for (8.g)- Unallowable for
personal services - that portion of costs that portion of costs
organization- attributed to personal use | attributed to personal use
furmshed
automobile

Compensation for
personal services -
sabbatical leave
costs

Not specifically addressed

(10.f(4))- Allowable with
restrictions

Not specifically
addressed

Compensation for
personal services -

(8)-Allowable with
restrictions

(10 h)-Allowable with

(8 k)-Allowable with

restrictions restrictions
severance pay
Contingency (9)-Unallowable with (11)-Unallowable with (9)-Unallowable with
provisions exceptions exceptions exceptions
Deans of faculty Not addressed (12)-Allowable Not addressed
and graduate
schools




A A- 21 (Cost Principles for G_@
A A-87 (Cost Principles for State,
A A-122 (Cost Principles for Non -

New Uniform Guidance:
Consolidates:

Educational Institutions

(Universities)) @

Local, and Indian Tribal

Governments

Profit Organizations) l

Uniform

Guidance
o Subpart E
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APPLIES TO FEDERAL AWARDS MADE PRIOR TO DECEMBER 26, 201¢ After December 26, 2014

2 CFR Part 225 2 CFR Part 220 2 CFR Part 230

(OMB Circular A -87) (OMB Circular A -21) (OMB Circular A -122 2 CFR Part 200

State/Local Universities Non -Profit (Uniform Guidance: Subpart E)
A. General Principles | A. Purpose and Scope |A. Basic Considerations |Genera| Provisions
- Purpose and Scope | B. Definitions | B. Direct Costs [Basic Considerations
- Definitions | c. Basic Considerations | C. Indirect Costs | - Special Considerations
- Basic Guidelines D. Allocation of Indirect Direct and Indirect (F&A) Costs
- Composition of Cost | D. Direct Costs Costs and Determination of - Appendix Il
Indirect Cost Rates Indirect (F&A) Costs Identification

and Assignment, and Rate
Determination for IHE's

- Direct Costs E. Facilities and E. Negotiation and Approval - Appendix IV
Administration Costs of Indirect Cost Rates Indirect (F&A) Costs Identification
(F&A) and Assignment and Rate

Determination for Non -profit
Organizations

- Indirect Costs F. Identification and - Appendix V
Assignment of F&A Costs State/Local Government wide
Central Service Cost Allocation Plans

- Required G. Determination and - Appendix VI
Certifications application of F&A cost Public Assistance Cost Allocation
rate or rates Plans
B. Select Items of Cost H. Simplified method for - Appendix VII
small institutions States and Local Government and

Indian Tribe Indirect Cost Proposals

- Appendix IX

C. Cost Allocation Plans |. Reserved Hospital Cost Principles

D. Public Assistance Cost
Allocation Plans

E. Indirect Cost Rate
Proposals

J. Select Items of Cost Special Considerations for IHE's

K. Certification of Charges General Provisions for Selected Items of Cost




UG ¢ Allowable Cost/Cost Principles:

Too oo oo o

To o o To To o I

Basic Considerations

Necessary and Reasonable
Allocable
Authorized or not Prohibited

Conform to any limitations or exclusions set forth in the cost
principles, Federal laws, terms and conditions of the award or
other governing regulations as to types or amounts of cost
items

Be consistent with policies, regulations, and procedures
Consistent treatment
In accordance with GAAP (Unless otherwise stated)

Not be included as a cost or used to meet cost sharing or
matching requirements

Net of all applicable credits
Adequately documented
Prior Written Approval 0 If required



UG ¢ Allowable  Cost/Cost Principles
Indirect Costs

A Ways to Recover Indirect Costs

0 Rate (Calculated or De Minimis rate of 10% )
o Allocated or Billed

A Must have documentation to show how indirect

costs will be applied

o Indirect Cost Rate Proposal(Negotiated Rate)
o De Minimis Rate (10% x Modified Total Direct Costs Base)
0 Cost Allocation Plan (Allocated or Billed )



UG ¢ Allowable  Cost/Cost Principles
Indirect Cost Rate (Negotiated)

Total Allowable Indirect Costs
Direct Cost Base

— Cost Rate %

A Negotiated rates must be approved by Federal
cognizant agency

A A unit that has a current federally negotiated rate
may apply for a one -time extension of the rates in
that agreement for a period of up to four years.

A At the end of the 4 -year extension, the unit mustre -
apply to negotiate a rate

A Subsequent one -time extensions (up to 4 years) are
permitted



UG ¢ Allowable  Cost/Cost Principles
De Minimis Rate

A Non -federal entities may receive ade  minimis
Indirect cost rate of 10% of Modified Total Direct
Costs (MTDC) if the non -federal entity never had a
negotiated indirect cost  rate AND has not received

over $35 million in direct federal awards

o0 Received without any review of actual costs

o De Minimis rate is allowable for use indefinitely

o MTDC means all direct salaries and wages, applicable fringe benefits,
materials and supplies, services, travel, and up to the first $25,000 of each
subaward (regardless of the period of performance of the subawards
under the award)

o MTDC excludes equipment, capital expenditures, charges for patient
care, rental costs, tuition remission, scholarships and fellowships,
participant support costs and the portion of each subaward in excess of
$25,000.

o Other items may only be excluded when necessary to avoid a serious
inequity in the distribution of indirect costs, and with the approval of the
cognizant agency for indirect costs



UG ¢ Allowable Cost /
Cost Principles

A In General :

o Direct and Indirect Costs will still be tested for allowability
o Special Procedures will still be performed for indirect  costs

A Uniform Guidance outlines the conditions for
allowability and special procedures that must be

performed

0 2 CFR 200.4200200.475 o Allowable 0 Certain Selected Items of Cost
0 2 CFR 200 Appendices Il 0 VII & Indirect Costs



UG ¢ Allowable Cost/Cost Principles
Special Procedures: IndirectCosts

A Special Procedures (Applicable to  all types of units)
o De Minimis Rate (10%)
A Eligibility
A Test of Transactions

A Special Procedures (State/Local Governments)

o Indirect Cost Rate Proposal
A Required Documentation
A Testing of Cost Pools and Allocation  methods (Prior Years Data)
A Testing of Charges
o Government -Wide Central Service Costs (SWCAP)
A Required Documentation
A Special Test of Allocated Section | Costs
A Special Test of Billed Section Il Costs
o State Public Assistance Agency Costs (PACAP)
A Submission Requirements
A Required Documentation
A Test Allocation Methods
A Test of Charges



UG ¢ Allowable  Cost/Cost Principles
Selected ltems of Cost

Time and
Effort

Reporting




