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§200.443 Gains and losses on the dis-
position of depreciable assets.

(a) The recipient or subrecipient
must include gains and losses on the
sale, retirement, or other disposition of
depreciable property in the year they
occur as credits or charges to the asset
cost grouping(s) of the property. The
amount of the gain or loss is the dif-
ference between the amount realized on
the property and the undepreciated
basis of the property.

(b) Gains and losses from the disposi-
tion of depreciable property must not
be recognized as a separate credit or
charge under the following conditions:

(1) The gain or loss is processed
through a depreciation account and is
reflected in the depreciation allowable
under §§200.436 and 200.439.

(2) The property is given in exchange
as part of the purchase price of a simi-
lar item, and the gain or loss is taken
into account in determining the depre-
ciation cost basis of the new item.

(3) A loss results from failing to
maintain proper insurance, except as
provided in §200.447.

(4) Compensation for the use of the
property was provided through use al-
lowances instead of depreciation.

(5) Gains and losses arising from ex-
traordinary or bulk sales, retirements,
or other dispositions must be consid-
ered on a case-by-case basis.

(c) Gains or losses of any nature aris-
ing from the sale or exchange of prop-
erty other than the property covered in
paragraph (a) of this section must be
excluded in computing Federal award
costs.

(d) When assets acquired with Fed-
eral funds, in part or wholly, are dis-
posed of, the distribution of the pro-
ceeds must be made in accordance with
§§200.310 through 200.316.

§200.444 General costs of government.

(a) For states, local governments,
and Indian Tribes, the general costs of
government are unallowable except as
provided in §200.475. Unallowable costs
include:

(1) Salaries and expenses of the Office
of the Governor of a State or the chief
executive of a local government or the
chief executive of an Indian Tribe;

(2) Salaries and other expenses of a
State legislature, tribal council, or

2 CFR Ch. Il (1-1-25 Edition)

similar local governmental body, such
as a county supervisor, city council, or
school board, whether incurred for pur-
poses of legislation or executive direc-
tion;

(3) Costs of the judicial branch of a
government;

(4) Costs of prosecutorial activities
unless treated as a direct cost to a spe-
cific program if authorized by statute
or regulation. However, this does not
preclude the allowability of other legal
activities of the Attorney General as
described in §200.435; and

(5) Costs of other general types of
government services normally provided
to the general public, such as fire and
police, unless provided as a direct cost
under a program statute or regulation.

(b) Indian Tribes and Councils of
Governments (COGs) (see definition for
Local government in §200.1) may include
up to 50 percent of salaries and ex-
penses directly attributable to man-
aging and operating Federal programs
by the chief executive and their staff in
the indirect cost calculation without
documentation.

§200.445 Goods or services for per-
sonal use.

(a) Costs of goods or services for the
personal use of the recipient’s or sub-
recipient’s employees are unallowable
regardless of whether the cost is re-
ported as taxable income to the em-
ployees.

(b) Housing costs (for example, depre-
ciation, maintenance, utilities, fur-
nishings, rent), housing allowances,
and personal living expenses for the re-
cipient’s or subrecipient’s employees
are only allowable as direct costs and
must be approved in advance by the
Federal agency.

§200.446 Idle facilities and idle capac-
ity.

(a) Definitions for the purpose of this
section:

(1) Facilities means land and build-
ings or any portion thereof, equipment
individually or collectively, or any
other tangible capital asset, wherever
located, and whether owned or leased
by the recipient or subrecipient.

(2) Idle facilities mean completely
unused facilities that exceed the recipi-
ent’s or subrecipient’s current needs.

170



OMB Guidance

(3) Idle capacity means the unused
capacity of partially used facilities. It
is the difference between:

(i) That which a facility could
achieve under 100 percent operating
time on a one-shift basis less operating
interruptions resulting from time lost
for repairs, setups, unsatisfactory ma-
terials, and other normal delays; and

(ii) The extent to which the facility
was actually used to meet demands
during the accounting period. A multi-
shift basis should be used if it can be
shown that this amount of usage would
normally be expected for the type of fa-
cility involved.

(4) Cost of idle facilities or idle ca-
pacity means maintenance, repair,
housing, rent, and other related costs
(for example, insurance, interest, and
depreciation). These costs could in-
clude the costs of idle public safety
emergency facilities, telecommuni-
cations, or information technology sys-
tem capacity that is built to withstand
major fluctuations in load (for exam-
ple, consolidated data centers).

(b) The costs of idle facilities are un-
allowable except to the extent that:

(1) They are necessary to meet work-
load requirements which may fluc-
tuate, and are allocated appropriately
to all benefiting programs; or

(2) Although not necessary to meet
fluctuations in workload, they were
necessary when acquired and are now
idle because of changes in program re-
quirements, efforts to achieve more ec-
onomical operations, reorganization,
termination, or other causes which
could not have been reasonably fore-
seen. Under this exception, costs of idle
facilities are allowable for a reasonable
period, ordinarily not to exceed one
year, depending on the initiative taken
to use, lease, or dispose of such facili-
ties.

(c) The costs of idle capacity are nor-
mal costs of doing business and are a
factor in the normal fluctuations of
usage or indirect cost rates from period
to period. These costs are allowable,
provided that the capacity is reason-
ably anticipated to be necessary to
carry out the purpose of the Federal
award or was originally reasonable and
is not subject to reduction or elimi-
nation by use on other Federal awards,
subletting, renting, or sale, in accord-

§200.447

ance with sound business, economic, or
security practices. Widespread idle ca-
pacity throughout an entire facility or
among a group of assets having sub-
stantially the same function may be
considered idle facilities.

§200.447 Insurance and
tion.

indemnifica-

(a) Costs of insurance required or ap-
proved and maintained by the terms
and conditions of the Federal award
are allowable.

(b) Costs of other insurance in con-
nection with the general conduct of ac-
tivities are allowable subject to the
following limitations:

(1) The types, extent, and cost of cov-
erage are in accordance with the re-
cipient’s or subrecipient’s established
written policy and sound business prac-
tices.

(2) Costs of insurance or contribu-
tions to any reserve covering the risk
of loss of, or damage to, Federal Gov-
ernment property are unallowable ex-
cept to the extent that the Federal
agency has approved the costs.

(3) Costs allowed for business inter-
ruption or other similar insurance
must exclude coverage of management
fees.

(4) Insurance costs on the lives of
trustees, officers, or other employees
holding positions of similar respon-
sibilities are allowable only when the
insurance represents additional com-
pensation (see §200.431). This insurance
is unallowable when the recipient or
subrecipient is identified as the bene-
ficiary.

(5) Insurance costs to correct defects
in the recipient’s or subrecipient’s ma-
terials or workmanship are unallow-
able.

(6) Medical liability (malpractice) in-
surance is an allowable cost of a Fed-
eral research program only when the
program involves human subjects or
training of participants in research
techniques. Medical liability insurance
costs must be treated as a direct cost
and assigned to individual projects
based on how the insurer allocates the
risk to the population covered by the
insurance.

(c) Actual losses which could have
been covered by permissible insurance
(through a self-insurance program or
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