
149 

OMB Guidance § 200.419 

rate. A separate indirect cost rate(s) 
proposal for each operating agency is 
usually necessary to claim indirect 
costs under Federal awards. Indirect 
costs include: 

(1) The indirect costs originating in 
each department or agency of the gov-
ernmental unit carrying out Federal 
awards and 

(2) The costs of central governmental 
services distributed through the cen-
tral service cost allocation plan and 
not otherwise treated as direct costs. 

(c) The requirements for development 
and submission of cost allocation plans 
(for central service costs and public as-
sistance programs) and indirect cost 
rate proposals are contained in appen-
dices V, VI and VII to this part. 

[78 FR 78608, Dec. 26, 2013, as amended at 86 
FR 10440, Feb. 22, 2021] 

§ 200.417 Interagency service. 
The cost of services provided by one 

agency to another within the govern-
mental unit may include allowable di-
rect costs of the service plus a pro- 
rated share of indirect costs. A stand-
ard indirect cost allowance equal to 
ten percent of the direct salary and 
wage cost of providing the service (ex-
cluding overtime, shift premiums, and 
fringe benefits) may be used in lieu of 
determining the actual indirect costs 
of the service. These services do not in-
clude centralized services included in 
central service cost allocation plans as 
described in Appendix V to Part 200. 

[85 FR 49564, Aug. 13, 2020] 

SPECIAL CONSIDERATIONS FOR 
INSTITUTIONS OF HIGHER EDUCATION 

§ 200.418 Costs incurred by states and 
local governments. 

Costs incurred or paid by a state or 
local government on behalf of its IHEs 
for fringe benefit programs, such as 
pension costs and FICA and any other 
costs specifically incurred on behalf of, 
and in direct benefit to, the IHEs, are 
allowable costs of such IHEs whether 
or not these costs are recorded in the 
accounting records of the institutions, 
subject to the following: 

(a) The costs meet the requirements 
of § 200.402–411 of this subpart; 

(b) The costs are properly supported 
by approved cost allocation plans in ac-

cordance with applicable Federal cost 
accounting principles in this part; and 

(c) The costs are not otherwise borne 
directly or indirectly by the Federal 
Government. 

[78 FR 78608, Dec. 26, 2013, as amended at 85 
FR 49564, Aug. 13, 2020] 

§ 200.419 Cost accounting standards 
and disclosure statement. 

(a) An IHE that receive an aggregate 
total $50 million or more in Federal 
awards and instruments subject to this 
subpart (as specified in § 200.101) in its 
most recently completed fiscal year 
must comply with the Cost Accounting 
Standards Board’s cost accounting 
standards located at 48 CFR 9905.501, 
9905.502, 9905.505, and 9905.506. CAS-cov-
ered contracts and subcontracts award-
ed to the IHEs are subject to the broad-
er range of CAS requirements at 48 
CFR 9900 through 9999 and 48 CFR part 
30 (FAR Part 30). 

(b) Disclosure statement. An IHE that 
receives an aggregate total $50 million 
or more in Federal awards and instru-
ments subject to this subpart (as speci-
fied in § 200.101) during its most re-
cently completed fiscal year must dis-
close their cost accounting practices 
by filing a Disclosure Statement (DS– 
2), which is reproduced in Appendix III 
to Part 200. With the approval of the 
cognizant agency for indirect costs, an 
IHE may meet the DS–2 submission by 
submitting the DS–2 for each business 
unit that received $50 million or more 
in Federal awards and instruments. 

(1) The DS–2 must be submitted to 
the cognizant agency for indirect costs 
with a copy to the IHE’s cognizant 
agency for audit. The initial DS–2 and 
revisions to the DS–2 must be sub-
mitted in coordination with the IHE’s 
indirect (F&A) rate proposal, unless an 
earlier submission is requested by the 
cognizant agency for indirect costs. 
IHEs with CAS-covered contracts or 
subcontracts meeting the dollar 
threshold in 48 CFR 9903.202–1(f) must 
submit their initial DS–2 or revisions 
no later than prior to the award of a 
CAS-covered contract or subcontract. 

(2) An IHE must maintain an accu-
rate DS–2 and comply with disclosed 
cost accounting practices. An IHE 
must file amendments to the DS–2 to 
the cognizant agency for indirect costs 
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in advance of a disclosed practice being 
changed to comply with a new or modi-
fied standard, or when a practice is 
changed for other reasons. An IHE may 
proceed with implementing the change 
after it has notified the Federal cog-
nizant agency for indirect costs. If the 
change represents a variation from 2 
CFR part 200, the change may require 
approval by the Federal cognizant 
agency for indirect costs, in accordance 
with § 200.102(b). Amendments of a DS– 
2 may be submitted at any time. Re-
submission of a complete, updated DS– 
2 is discouraged except when there are 
extensive changes to disclosed prac-
tices. 

(3) Cost and funding adjustments. Cost 
adjustments must be made by the cog-
nizant agency for indirect costs if an 
IHE fails to comply with the cost poli-
cies in this part or fails to consistently 
follow its established or disclosed cost 
accounting practices when estimating, 
accumulating or reporting the costs of 
Federal awards, and the aggregate cost 
impact on Federal awards is material. 
The cost adjustment must normally be 
made on an aggregate basis for all af-
fected Federal awards through an ad-
justment of the IHE’s future F&A costs 
rates or other means considered appro-
priate by the cognizant agency for indi-
rect costs. Under the terms of CAS cov-
ered contracts, adjustments in the 
amount of funding provided may also 
be required when the estimated pro-
posal costs were not determined in ac-
cordance with established cost ac-
counting practices. 

(4) Overpayments. Excess amounts 
paid in the aggregate by the Federal 
Government under Federal awards due 
to a noncompliant cost accounting 
practice used to estimate, accumulate, 
or report costs must be credited or re-
funded, as deemed appropriate by the 
cognizant agency for indirect costs. In-
terest applicable to the excess amounts 
paid in the aggregate during the period 
of noncompliance must also be deter-
mined and collected in accordance with 
applicable Federal agency regulations. 

(5) Compliant cost accounting practice 
changes. Changes from one compliant 
cost accounting practice to another 
compliant practice that are approved 
by the cognizant agency for indirect 
costs may require cost adjustments if 

the change has a material effect on 
Federal awards and the changes are 
deemed appropriate by the cognizant 
agency for indirect costs. 

(6) Responsibilities. The cognizant 
agency for indirect cost must: 

(i) Determine cost adjustments for 
all Federal awards in the aggregate on 
behalf of the Federal Government. Ac-
tions of the cognizant agency for indi-
rect cost in making cost adjustment 
determinations must be coordinated 
with all affected Federal awarding 
agencies to the extent necessary. 

(ii) Prescribe guidelines and establish 
internal procedures to promptly deter-
mine on behalf of the Federal Govern-
ment that a DS–2 adequately discloses 
the IHE’s cost accounting practices 
and that the disclosed practices are 
compliant with applicable CAS and the 
requirements of this part. 

(iii) Distribute to all affected Federal 
awarding agencies any DS–2 determina-
tion of adequacy or noncompliance. 

[78 FR 78608, Dec. 26, 2013, as amended at 79 
FR 75886, Dec. 19, 2014; 85 FR 49564, Aug. 13, 
2020] 

GENERAL PROVISIONS FOR SELECTED 
ITEMS OF COST 

§ 200.420 Considerations for selected 
items of cost. 

This section provides principles to be 
applied in establishing the allowability 
of certain items involved in deter-
mining cost, in addition to the require-
ments of Subtitle II of this subpart. 
These principles apply whether or not a 
particular item of cost is properly 
treated as direct cost or indirect (F&A) 
cost. Failure to mention a particular 
item of cost is not intended to imply 
that it is either allowable or unallow-
able; rather, determination as to allow-
ability in each case should be based on 
the treatment provided for similar or 
related items of cost, and based on the 
principles described in §§ 200.402 
through 200.411. In case of a discrep-
ancy between the provisions of a spe-
cific Federal award and the provisions 
below, the Federal award governs. Cri-
teria outlined in § 200.403 must be ap-
plied in determining allowability. See 
also § 200.102. 

[85 FR 49564, Aug. 13, 2020] 
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