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PURPOSE: 
 
To establish cost principles and/or policies and procedures for the review and approval of expenditures 
submitted to the Office of Grants & Contracts (OGC) on sponsored awards.  These cost principles are 
consistent with established university policies, sponsor guidelines and OMB Circular A-21, Cost 
Principles for Educational Institutions, 2 C.F.R. Part 220. 
 
The OMB Circular A-21, Appendix A, Section J provides a listing of expenditures with guidance on 
determining whether the expenditure is allowable, allocable to the sponsored agreement, reasonable, or 
unallowable by most awarding agencies.   
 
DEFINITIONS: 
 
Direct Costs:  Costs that can be readily and specifically identified with a particular sponsored project, an 
instructional activity, or any institutional activity or that can be directly assigned to such activities 
relatively easily with a high degree of accuracy. 
 
Facilities and Administration Costs: OMB Circular A-21 defines facilities and administration (F&A) 
costs as those that are incurred for common or joint objectives and therefore cannot be identified readily 
and specifically with a sponsored project.  F&A costs include such things as general administration, 
sponsored projects administration, library expenses, salaries of administrative and clerical staff, office 
supplies, postage, local telephone, photocopying, memberships, general office equipment, and building 
maintenance and operation.  F&A rates are sometimes referred to as indirect costs or overhead. NSU’s 
F&A rates are calculated on a salary and wage base to determine the cost recoverable under grants and 
contracts.  NSU’s F&A rate is negotiated every three years with the cognizant federal agency, the 
Department of Health and Human Services.  There may be restrictions placed upon the F&A cost 
reimbursement by some sponsors and for certain types of awards. 
 
Reasonable Cost:  A cost may be considered reasonable if the nature of the goods or services acquired or 
used, and the amount involved reflects the action that a prudent person would have taken under the 
circumstances.  The cost is of a type recognized as necessary for the performance of the sponsored 
agreement. 
 
Allocable Cost:  A cost is allocable to a particular sponsored agreement, if it is incurred solely to advance 
the work under the sponsored agreement and is assigned at least in part to the sponsored project 
regardless of the use that may subsequently be made of the equipment or other capital items. 
 
POLICY: 
 
Expenditures to be charged directly to a sponsored project must directly support the purpose and activity 
of the award.  Appropriate documentation is required to ensure the expenditures can be identified with the 
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purpose and activity as stated in the awarded proposal and subsequent amendments.  Expenditures can 
only be charged to a sponsored project if they are reasonable; a prudent person would agree that the 
expenditure is necessary to complete the scope of work; allowable by OMB Circular A-21 and other 
federal rules and regulations, by the sponsor, and by the institution; allocable; one can easily and with a 
high degree of accuracy assign the cost fully or proportionally based on its use on the sponsored project; 
and consistently treated.  If an expense meets the definition of a direct cost under OMB Circular A-21 and 
OMB Circular A-133, then one should consistently treat the cost as direct in order to directly charge the 
expenditure to the sponsored project.  Costs allocable to a particular sponsored agreement may not be 
shifted to other sponsored agreements in order to meet deficiencies caused by overruns or other fund 
considerations. 
 
REFERENCES: 
 
• OMB Circular A-21, 2 C.F.R. Part 220, Cost Principles for Educational Institutions. 
• OMB Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations, 

http://www.whitehouse.gov/omb/circulars/a133/a133.html. 
• HHS Grants Policy Statement, Part II-27, January 1, 2007, 

http://www.hhs.gov/grantsnet/adminis/gpd/index.htm. 
 
PROCEDURES: 
 
1. The principal investigator (PI), with the assistance of the department, will submit the check requests, 

purchase orders, and travel expense reports, either electronically or by paper, to the Office of Grants 
and Contracts (OGC) to charge an expense to the sponsored account. 

 
2. OGC will review and evaluate all expenditures consistent with the award guidelines.  These costs 

would need to meet the general criteria for direct charging, and the special circumstances requiring 
direct charging would need to be justified to the satisfaction of the awarding agency.  The PI and 
department are responsible for including the necessary and appropriate documentation to support the 
expenditure. 

 
3. According to OMB Circular A-21, administrative and general purpose costs (administrative salaries, 

clerical salaries, office supplies, postage, copying, telephone lines, computer lines, general office 
equipment, etc.) are unallowable as direct costs.  Specifically, these expenses are of a general purpose 
nature.  The PI, department and institution cannot easily identify what portion of these expenses 
pertains to academia, general university business, teaching and/or research.  Therefore, they should be 
supported through Facilities & Administrative Costs and are unallowable as a direct cost. 

 
4. OMB Circular A-21 does recognize that in specific situations, administrative and general purpose 

costs may be required to accomplish the scope of work.  In those instances, the specific situation and 
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the need for administrative and general purpose costs above and beyond what is supported through 
F&A costs can be documented.  And, this documentation can justify the exceptional need and 
circumstances which would allow those administrative and general purpose costs needed to complete 
the scope of work as a direct cost to the project. 

 
The following examples (“Major Projects”) are illustrative of circumstances in which direct charging of 
administrative or general purpose expenditures (i.e., salaries of administrative and clerical staff, office 
supplies, postage, local telephone, photocopying, memberships, general office equipment, and the like) 
may be appropriate: 
 

 Large, complex programs that entail assembling and managing teams of investigators from a 
number of institutions; 

 Projects that involve extensive data accumulations, analysis and entry, surveying, tabulations, 
cataloging, searching literature, and reporting, such as epidemiological studies, clinical trials, 
and retrospective clinical records studies; 

 Projects that require making travel and meeting arrangements for large numbers of 
participants, such as conferences and seminars; 

 Projects whose principal focus is the preparation and production of manuals and large reports, 
books and monographs (excluding routine progress and technical reports); 

 Projects that are geographically inaccessible to normal departmental administrative services, 
such as seagoing research vessels, radio astronomy projects, and other research field sites that 
are remote from the campus. 

 
Therefore, these costs would be easily identified and necessary for the completion of the scope of work.  
If appropriately warranted, justified and documented, these exceptional circumstances would make these 
expenses allowable.  These situations are assessed on a case by case basis; therefore, OGC should be 
contacted for additional guidance and requirements on allowableness of charges. 
 
Questions on the allowableness of any cost items should be directed to OGC. 

 
Documentation of Support for a Major Project 
 
OMB Circular A-21 specifies that administrative and clerical salaries and other general-purpose costs 
(such as office supplies, postage, and local telephone) should normally be treated as Facilities and 
Administrative costs. However, in exceptional circumstances, A-21 does provide for exception that does 
allow for the direct charging of these expenses for major projects and activities, as well as projects that 
require an inordinate amount of administrative and clerical support.  
 
OMB A-21, Exhibit C provides examples of “major projects” where direct charging of administrative and 
clerical salaries and other general purpose costs may be appropriate.  The following examples are not an 
exhaustive list of potential projects in which these charges may occur: 
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• Large, complex programs such as General Clinical Research Centers, Primate Centers, Program 
Projects, environmental research centers, engineering research centers, and other grants and 
contracts that entail assembling and managing teams of investigators from a number of 
institutions.  

• Projects which involve extensive data accumulation, analysis and entry, surveying, tabulation, 
cataloging, searching literature, and reporting (such as epidemiological studies, clinical trials, and 
retrospective clinical records studies). 

• Projects that require making travel and meeting arrangements for large numbers of participants, 
such as conferences and seminars. 

• Projects whose principal focus is the preparation and production of manuals and large reports, 
books and monographs (excluding routine progress and technical reports).  

• Projects which are geographically inaccessible to normal departmental administrative services, 
such as research vessels, radio astronomy projects, and other research field sites that are remote 
from campus.  

• Individual projects requiring project-specific database management; individualized graphics or 
manuscript preparation; human or animal protocols; and multiple project-related investigator 
coordination and communications.  

 
To ensure that there is adequate substantiation that the PI has complied with the above requirement, it is 
necessary that the proposal include a detailed budget explicitly identifying the administrative and clerical 
salaries and other general purpose costs necessary for the completion of the scope of work and include a 
detailed budget justification describing why each of these general-purpose costs are necessary for the 
performance of the project. This detailed budget justification must also include a brief description of why 
this proposal qualifies as a major project.  Example:  This project qualifies as a major project because it 
includes obtaining, tabulating and evaluating extensive confidential data from four remote locations thus 
requiring the following general-purpose costs. 
 
By specifically identifying and justifying these costs and the rationale behind defining this as a major 
project, 1) the institution establishes a causal relationship between the costs being charged directly to the 
project and its category of major project; 2) enables the agency to review and approve these charges, and 
3) the institution develops an audit trail supporting its exceptional treatment of these costs. Additionally, 
the PI/PD, will be responsible for completing the following form and including it in the grant/contract 
official file, and the Office of Grants and Contracts must approve the form.    
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Office of Grants and Contracts 
Documentation of Support for a Major Project Form 

 
In order to establish a causal relationship between the costs being charged directly to the below-
referenced project and its category of major project, the following information must be completed. 

 
Date: _____________________________ 
 
Sponsoring Agency_______________________________________________________ 
 
Principal Investigator/Project Director: 
_____________________________________________________________________________________
___________________________________________________________ 
 
Title of Project: 
_____________________________________________________________________________________
___________________________________________________________ 
 
This is a major project because: 
_____________________________________________________________________________________
_____________________________________________________________________________________
_____________________________________________________________________________________
_____________________________________________________________________________________
_____________________________________________________________________________________
_______________________________________________________________________________ 
 
Therefore, the following general purpose costs (i.e. office supplies-including computers or other 
office equipment costing less than $999.99; postage; and local telephone, etc.) are needed to: 
_____________________________________________________________________________________
_____________________________________________________________________________________
_____________________________________________________________________________________
_____________________________________________________________________________________
_____________________________________________________________________________________
_____________________________________________________________________________________
__________________________________________________________________ 
 
Completed by (PI Name) ______________________________________ 
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(Signature) ________________________________________  
Title__________________________________________________________ 
 
Reviewed and Approved by (OGC Representative Name) 


