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§ 225.50 Policy review date. 
This part will have a policy review 

three years from the date of issuance. 

§ 225.55 Information contact. 
Further information concerning this 

part may be obtained by contacting the 
Office of Federal Financial Manage-
ment, Financial Standards and Report-
ing Branch, Office of Management and 
Budget, Washington, DC 20503, tele-
phone 202–395–3993. 

APPENDIX A TO PART 225—GENERAL 
PRINCIPLES FOR DETERMINING AL-
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A. Purpose and Scope 
1. Objectives. This Appendix establishes 

principles for determining the allowable 
costs incurred by State, local, and federally- 
recognized Indian tribal governments (gov-
ernmental units) under grants, cost reim-
bursement contracts, and other agreements 
with the Federal Government (collectively 
referred to in this appendix and other appen-
dices to 2 CFR part 225 as ‘‘Federal awards’’). 
The principles are for the purpose of cost de-
termination and are not intended to identify 
the circumstances or dictate the extent of 
Federal or governmental unit participation 
in the financing of a particular program or 
project. The principles are designed to pro-
vide that Federal awards bear their fair 
share of cost recognized under these prin-
ciples except where restricted or prohibited 
by law. Provision for profit or other incre-
ment above cost is outside the scope of 2 
CFR part 225. 

2. Policy guides. 
a. The application of these principles is 

based on the fundamental premises that: 
(1) Governmental units are responsible for 

the efficient and effective administration of 
Federal awards through the application of 
sound management practices. 

(2) Governmental units assume responsi-
bility for administering Federal funds in a 
manner consistent with underlying agree-
ments, program objectives, and the terms 
and conditions of the Federal award. 

(3) Each governmental unit, in recognition 
of its own unique combination of staff, facili-
ties, and experience, will have the primary 
responsibility for employing whatever form 
of organization and management techniques 
may be necessary to assure proper and effi-
cient administration of Federal awards. 

b. Federal agencies should work with 
States or localities which wish to test alter-
native mechanisms for paying costs for ad-
ministering Federal programs. The Office of 
Management and Budget (OMB) encourages 
Federal agencies to test fee-for-service alter-
natives as a replacement for current cost-re-
imbursement payment methods in response 
to the National Performance Review’s (NPR) 
recommendation. The NPR recommended 
the fee-for-service approach to reduce the 
burden associated with maintaining systems 
for charging administrative costs to Federal 
programs and preparing and approving cost 
allocation plans. This approach should also 
increase incentives for administrative effi-
ciencies and improve outcomes. 

3. Application. 
a. These principles will be applied by all 

Federal agencies in determining costs in-
curred by governmental units under Federal 
awards (including subawards) except those 
with (1) publicly-financed educational insti-
tutions subject to, 2 CFR part 220, Cost Prin-
ciples for Educational Institutions (OMB Cir-
cular A–21), and (2) programs administered 
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