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ReasonableReasonableReasonableReasonable

“A“A costcost maymay bebe consideredconsidered reasonablereasonable ifif thethe
naturenature ofof thethe goodsgoods oror servicesservices acquiredacquired ororgg qq
applied,applied, andand thethe amountamount involvedinvolved therefore,therefore,
reflectreflect thethe actionaction thatthat aa prudentprudent personpersonpp pp
wouldwould havehave takentaken underunder thethe circumstancescircumstances
prevailingprevailing atat thethe timetime thethe decisiondecision toto incurincurp gp g
thethe costcost waswas mademade..””

(OMB Circular A(OMB Circular A--21, Section C.3)21, Section C.3)



AllocableAllocableAllocableAllocable

CostsCosts incurredincurred forfor thethe benefitbenefit ofof onlyonly oneone projectproject
oror costscosts thatthat cancan easilyeasily bebe assignedassigned toto multiplemultiple
projectsprojects whichwhich benefitbenefit..

AA costcost isis consideredconsidered allocableallocable ifif thethe goodsgoods oror
servicesservices involvedinvolved areare assignableassignable toto thethe sponsoredsponsored

j tj t ii dd ithith thth l til ti b fitb fitprojectproject inin accordanceaccordance withwith thethe relativerelative benefitsbenefits
receivedreceived byby thethe projectproject..



ConsistentConsistentConsistentConsistent

AA costcost chargedcharged toto aa federallyfederally--sponsoredsponsored
projectproject shouldshould bebe givengiven treatmenttreatment consistentconsistentp jp j gg
withwith thethe treatmenttreatment suchsuch aa chargecharge wouldwould
receivereceive ifif itit waswas chargedcharged toto aa nonnon--federalfederalgg
fundedfunded projectproject..

ItIt doesn’tdoesn’t mattermatter whatwhat itit isis.. WhatWhat mattersmatters
isis howhow itit isis usedusedisis howhow itit isis usedused..



Consistency ExampleConsistency Exampley py p
-- SuppliesSupplies

(i.e. paper, file folders, pencils, diskettes)(i.e. paper, file folders, pencils, diskettes)
 
 Circumstance 1 Circumstance 2 
Item purchased Paper Paper 
Type of Grant Research Research 
Nature of Use Develop and print mass Print final technical andNature of Use Develop and print mass 

number of surveys to collect 
research data 

Print final technical and 
progress reports  

Identification with Routine administrativeIdentification with 
sponsored work Unique to scope of work 

Routine administrative 
work 

Is it OK? Yes – per CAS and VU 
direct charge guidelines

No – per CAS and VU 
direct charge guidelinesdirect charge guidelines direct charge guidelines

 



Consistency ExampleConsistency Exampley py p
-- Administrative SupportAdministrative Support

 Circumstance 1 Circumstance 2 
Item purchased Administrative support Administrative support 
T f G t R h R hType of Grant Research Research
Nature of Use Data entry of research data Typing of correspondence, 

journal articles, progress 
reports, etc.p ,

Identification with 
sponsored work 

 
Unique to scope of work 

Routine administrative 
work 

Is it OK? Yes – per CAS and VU 
di h id li

No – per CAS and VU 
di h id lidirect charge guidelines direct charge guidelines

 



Consistency ExampleConsistency Exampley py p
-- CopyingCopying
Circumstance 1 Circumstance 2

Item purchased Copying Copying
Type of Grant Research ResearchType of Grant Research Research
Nature of Use Copy and disseminate

materials created as part of
the scope of work on the

Copy journal articles of
general interest in your field

grant
Identification with
sponsored work

Unique to scope of work Routine administrative cost

Is it OK? Yes – per CAS and VU No – per CAS and VUO p C S VU
direct charge guidelines

p C S VU
direct charge guidelines



What is an Allo able Cost?What is an Allo able Cost?What is an Allowable Cost?What is an Allowable Cost?

SectionsSections C,C, DD andand JJ ofof OMBOMB CircularCircular AA--2121 dealdeal withwith directdirect
costs,costs, allowability,allowability, andand unallowableunallowable costscosts..

CostCost AccountingAccounting StandardsStandards ((CASCAS)) regulateregulate consistencyconsistency
inin reportingreporting costs,costs, allocatingallocating costscosts incurredincurred forfor thethe samesame
p posep pose inin likelike ci c mstancesci c mstances andand acco ntingacco nting fofopurposepurpose inin likelike circumstances,circumstances, andand accountingaccounting forfor
unallowableunallowable costscosts..

InIn acceptingaccepting aa federallyfederally--sponsoredsponsored grantgrant oror contract,contract,
VanderbiltVanderbilt agreesagrees toto abideabide byby certaincertain federalfederal rulesrules andand
regulationsregulations regardingregarding thethe useuse ofof thethe fundsfunds..regulationsregulations regardingregarding thethe useuse ofof thethe fundsfunds..



Allo ableAllo ableAllowableAllowable

AA costcost isis consideredconsidered allowableallowable ifif thethe costcost meetsmeets thethe
threethree teststests aboveabove andand isis consideredconsidered allowableallowable
accordingaccording toto thethe awardaward agreement,agreement, GenerallyGenerally
AcceptedAccepted AccountingAccounting PrinciplesPrinciples (GAAP)(GAAP) andand otherother
applicableapplicable regulationsregulationsapplicableapplicable regulationsregulations..

(See pages 12(See pages 12--14 of VU Guidelines for Budgeting and Charging 14 of VU Guidelines for Budgeting and Charging 
Direct Costs for additional information.)Direct Costs for additional information.)))



A ti f U ll bl C tA ti f U ll bl C tAccounting for Unallowable CostsAccounting for Unallowable Costs

ManyMany costscosts whichwhich areare specificallyspecifically identifiedidentified
asas unallowableunallowable forfor federallyfederally--sponsoredsponsoredyy pp
grantsgrants oror contractscontracts maymay bebe allowableallowable ifif paidpaid
forfor fromfrom institutionalinstitutional oror nonnon--federalfederal fundsfunds..

FederalFederal regulationsregulations specificallyspecifically prohibitprohibitgg p yp y pp
manymany costscosts fromfrom beingbeing chargedcharged toto federallyfederally--
sponsoredsponsored grantsgrants oror contractscontracts..pp gg



S ifi ll P hibit d C tS ifi ll P hibit d C tSpecifically Prohibited CostsSpecifically Prohibited Costs

Advertising for Advertising for 
general promotion of general promotion of 

Commencement Commencement 
expensesexpenses

UniversityUniversity
Alcoholic beveragesAlcoholic beverages

Decorative ObjectsDecorative Objects
EntertainmentEntertainment

FundraisingFundraising
AntiquesAntiques

Fine/original ArtFine/original Art
Fines and penaltiesFines and penalties

Bad debt writeoffsBad debt writeoffs
Charitable Charitable 

pp
FirstFirst-- class/business class/business 
class travel class travel 

contributionscontributions differentialsdifferentials



S ifi ll P hibit d C tS ifi ll P hibit d C tSpecifically Prohibited CostsSpecifically Prohibited Costs

FlowersFlowers
Gifts and AwardsGifts and Awards

Selling or marketing Selling or marketing 
products or services products or services 
of the Universityof the UniversityGoods or services for Goods or services for 

personal usepersonal use
L bb iL bb i

of the Universityof the University
Social eventsSocial events
Membership in civicMembership in civicLobbyingLobbying

Membership in airline Membership in airline 
travel clubstravel clubs

Membership in civic, Membership in civic, 
social or country clubssocial or country clubs

travel clubstravel clubs



Useful LinksUseful Links
OMB Circular AOMB Circular A--2121
http://www.whitehouse.gov/omb/circulars/a021/a021.htmlhttp://www.whitehouse.gov/omb/circulars/a021/a021.html

OMB Ci l AOMB Ci l A 110110OMB Circular AOMB Circular A--110110
http://www.whitehouse.gov/omb/circulars/a110/a110.htmlhttp://www.whitehouse.gov/omb/circulars/a110/a110.html

OMB Circular AOMB Circular A--133133
http://www whitehouse gov/omb/circulars/a133/a133 htmlhttp://www whitehouse gov/omb/circulars/a133/a133 htmlhttp://www.whitehouse.gov/omb/circulars/a133/a133.htmlhttp://www.whitehouse.gov/omb/circulars/a133/a133.html

VUMC Effort Reporting PolicyVUMC Effort Reporting Policy
http://finweb.mc.vanderbilt.edu/AcadRes/GiftsGrantsCont/Policy.asphttp://finweb.mc.vanderbilt.edu/AcadRes/GiftsGrantsCont/Policy.asp

VU Faculty and Staff Online Effort Training VU Faculty and Staff Online Effort Training 
http://www.webinservice.com/vanderbilt/http://www.webinservice.com/vanderbilt/

VU Salary Cap GuidelinesVU Salary Cap GuidelinesVU Salary Cap GuidelinesVU Salary Cap Guidelines
http://finweb.mc.vanderbilt.edu/AcadRes/GiftsGrantsCont/Policy.asphttp://finweb.mc.vanderbilt.edu/AcadRes/GiftsGrantsCont/Policy.asp

Direct Charge GuidelinesDirect Charge Guidelines
http://http://www.vanderbilt.edu/ocga/vupolicies/directcost/directcost.htmwww.vanderbilt.edu/ocga/vupolicies/directcost/directcost.htmpp g pg p

NIH Grants Policy Statement NIH Grants Policy Statement –– Selected Items of Cost SectionSelected Items of Cost Section
http://grants.nih.gov/grants/policy/nihgps_2003/NIHGPS_Part6.htmhttp://grants.nih.gov/grants/policy/nihgps_2003/NIHGPS_Part6.htm


