Round Robin: Allowable Costs: Allowability Factors and OMB Guidance
Handout 1

Office of Management and Budget (OMB)
Allocable Cost Guidance: Allowable and Reasonable

N
Allowable - Whatdoes it Mean?

To be allowable under a grant, costs must:

O Be consistent with your approved budget in eGrants
Be reasonable and allocable for the performance of the award
Conform to grant award limitations and OMB cost principles
Be consistent with policies and procedures that apply to both
federally-financed anla other activities of your organization
Be given consistent treatment within the entire organization

Be in accordance with Generally Accepted Accounting
Principles (GAAP)

O Not be included as a cost or used to meet cost sharing or
matching requirements of any other federally-financed” program

O Be adequately documented
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Reasonable — What Does it Mean?

A costis reasonableif:

O it does not exceed what a prudent person would do
under the circumstances at the time the decision was
made to incur the cost

O Consideration should be given to:

B Whether the costis ordinary and necessaryforthe operations ofthe
organization

® The restraints or requirements imposed by generally accepted sound
business practices

® Whether the individuals concerned acted with prudence

®m Significantdeviations from established practices which may
unjustifiablyincrease the grantaward costs
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