65E-14.017 Cost Principles.

(1) Applicability. 

(a) For cost reimbursement contracts, these principles shall be used in determining the costs of work performed, identifying the appropriate use of state funds and local matching funds, and accounting for the expenditure of such funds.

(b) Application to Unit Cost Performance Contracts.

1. Subsections 65E-14.017(2) and (3), F.A.C., shall be used to account for the expenditure of funds.

2. Where rates are negotiated pursuant to paragraph 65E-14.021(9)(a), F.A.C., subsection 65E-14.017(4), F.A.C., shall be used in identifying costs that are to be deducted from the total cost of a cost center when negotiating rates and in determining whether allowable expenditures of state funds and local matching funds by the contractor were sufficient to meet the matching requirements of Rule 65E-14.005, F.A.C., and Section 394.76, F.S., as calculated on the schedule prescribed in subparagraph 65E-14.003(3)(a)1., F.A.C.

3. Where rates are established pursuant to paragraph 65E-14.021(9)(b), F.A.C., the provisions of subsection 65E-14.017(4), F.A.C., shall only apply to the determination of whether allowable expenditures of state funds and local matching funds by the contractor were sufficient to meet the matching requirements of Rule 65E-14.005, F.A.C., and Section 394.76, F.S., as calculated on the schedule prescribed in subparagraph 65E-14.003(3)(a)1., F.A.C.

4. The requirement for prior approval by the department of specified cost items in subsection 65E-14.017(4), F.A.C., shall not apply to unit cost performance contracts.

(2) General Principles – Basic Considerations.

(a) Composition of total costs. The total cost of a contract is the sum of the allowable costs less any applicable credits.

(b) Factors affecting allowability of costs. To be allowable, costs must meet the following general criteria:

1. Be reasonable for the performance of the contract and be allocable thereto under these principles;

2. Conform to any limitations or exclusions set forth in these principles or in the contract as to types or amount of cost items;

3. Be consistent with policies and procedures that apply uniformly to both State and federally financed and other activities of the organization;

4. Be accorded consistent treatment;

5. Be determined in accordance with generally accepted accounting principles unless specifically excepted by this rule;

6. Not be included as a cost or used to meet matching requirements of any other State financed program in either the current or a prior period; and

7. Be adequately documented.

(c) Reasonable costs. A cost is reasonable if, in its nature or amount, it does not exceed that which would be incurred by a prudent person under the circumstances prevailing at the time the decision was made to incur the costs. In determining the reasonableness of a given cost, consideration shall be given to:

1. Whether the cost is of a type generally recognized as ordinary and necessary for the operation of the organization or the performance of the contract;

2. The restraints or requirements imposed by such factors as generally accepted sound business practices, arm’s length bargaining, Federal and State laws and regulations, and terms and conditions of the contract;

3. Whether the individuals concerned acted with prudence in the circumstances, considering their responsibilities to the organization, its members, employees, clients, and the public at large; and

4. Significant deviations from the established practices of the organization which may unjustifiably increase the contract costs.

(d) Allocable costs. For unit cost performance contracts, each contractor shall develop a written plan for allocating direct and indirect costs to each cost center.

1. A cost is allocable to a particular activity, in accordance with relative benefits received.

2. Any cost allocable to a particular activity may not be shifted to other State or Federal contracts or grants to overcome funding deficiencies, or to avoid restrictions imposed by law or by the terms of the contract.

3. A direct cost is any cost that can be identified specifically to a particular activity. Direct costs are readily identified on a transaction by transaction basis as necessary, reasonable, and benefiting or supporting one or more activities and can be directly assigned to such activities. A direct cost assigned to a cost center should be directly related to the activities within that cost center and be reasonable in both amount and nature.

4. Indirect Cost. 

a. Indirect costs are those incurred for the accomplishment of common or joint purposes that benefit more than one activity and are not readily assignable only to the activity benefited without efforts which are disproportionate to the result achieved. These costs shall be accumulated and allocated so that each activity bears its fair share of the accumulated total indirect costs.

b. Indirect costs are accumulated by logical cost groupings which consider the reasons for incurring the costs and the need to distribute each grouping’s costs on the basis of relative benefits accruing to activities.

c. Indirect costs shall be further categorized as support costs related to client services or administrative costs necessary for operating the organization.

d. Administration is to be treated as a cost center that will be allocated to all other cost centers in accordance with the written cost allocation plan developed pursuant to paragraph 65E-14.017(2)(d), F.A.C., and reviewed by the independent auditor pursuant to paragraph 65E-14.003(3)(c), F.A.C. 

e. To facilitate equitable distribution of indirect costs to the activities served, a contractor may establish a number of pools of indirect cost. In general, the cost pools established shall constitute an aggregation of those items of expense that are considered to be of like nature in terms of their relative contribution to (or degree of remoteness from) the particular activity to which distribution is appropriate. Each such pool shall then be distributed individually to the related activities using the distribution basis or method most appropriate in the light of the guides set forth in the contractor’s written cost allocation plan.

f. Where the contractor elects to treat fringe benefits as indirect costs, such costs shall be set aside as a separate cost pool for distribution to related activities.

(e) Applicable credits. The term applicable credits refers to those receipts, or reduction of expenditures which operate to offset or reduce expense items that are allocable as direct or indirect costs. Typical examples of such transactions are: purchase discounts,                                                                  rebates or allowances, recoveries or indemnities on losses, insurance refunds, and adjustments of overpayments or erroneous charges. 

(3) Accounting Standards.

(a) Accounting Systems and Internal Control. The contractor shall develop and maintain accounting systems and internal controls to provide reasonable assurance that assets are safeguarded against loss from unauthorized use or disposition, and that transactions are executed in accordance with management’s authorization and properly recorded to permit the preparation of financial statements in accordance with generally accepted accounting principles.

(b) Accounting Principles. Generally Accepted Accounting Principles (GAAP), as adopted by the Financial Accounting Standards Board, shall be used in the preparation of all financial statements and reports unless otherwise specifically provided in these rules. As contemplated by GAAP, expenditures shall be reported on the accrual basis, which consists of liabilities incurred for goods and services received, other assets acquired and performance accepted, and other liabilities incurred not involving the furnishing of goods and services, whether or not payment has been made and whether or not invoices have been received. The cost or consumption of accrued expenditures is recognized when an operation, function, or activity makes use of the asset or expense.

(c) The Base Period. The base accounting period for the allocation of indirect costs is the period during which such costs are incurred and accumulated for distribution to work performed in that period. Normally, the base period is the contractor’s fiscal year; however, a shorter period may be appropriate for a particular activity whose performance involves only a portion of the fiscal year.

(4) Selected Items of Cost. The following paragraphs provide principles to be applied in establishing the allowability of certain items of cost. Note: Failure to mention a particular item of cost is not intended to imply that it is unallowable; rather, determination as to allowability in each case should be based on the treatment or principles provided for similar or related items of cost.

(a) Advertising.

1. Advertising cost means the cost of media services and associated costs. Media advertising includes magazines, newspapers, radio and television programs, direct mail, exhibits, and the like.

2. The only advertising costs allowable are those which are solely for:

a. The recruitment of personnel when considered in conjunction with all other recruitment costs, as set forth in conjunction with all other recruitment costs, as set forth in paragraph 65E-14.017(4)(ii), F.A.C.;

b. The procurement of goods and services;

c. The disposal of surplus materials acquired in the performance of the contract;

d. Advertising the service availability; and

e. Legal notices.

(b) Bad debts. Bad debts, including losses, whether actual or estimated, arising from uncollectible accounts and other claims, related collection costs, and related legal costs, are unallowable.

(c) Bargain purchases or services. For the purpose of this rule, third-party in-kind contributions will be accepted for matching only when the donor has certified that no payment has been or will be received for the donation. The only exception will be where an agreement must be executed between the donor and the contractor to satisfy legal requirements and only then when no material amount of consideration passes between the parties.

(d) Bonding costs.

1. Bonding costs arise when the department requires assurance against financial loss to itself or others by reason of the act or default of the organization. They arise also in instances where the organization requires similar assurance. Included are such bonds as bid, performance, payment, advance payment, infringement, and fidelity bonds.

2. Costs of bonding required pursuant to the terms of the contract or statute are allowable.

3. Costs of bonding required by the organization in the general conduct of its operations are allowable to the extent that such bonding is in accordance with sound business practice and the rates and premiums are reasonable under the circumstances.

(e) Communication costs. Costs incurred for telephone services, local and long distance telephone calls, telegrams, radiograms, postage and the like, are allowable.

(f) Compensation for personal services.

1. Definition. Compensation for personal services includes all compensation paid currently or accrued by the organization for services of employees rendered during the period of the contract, except as otherwise provided below. It includes, salaries, wages, incentive awards, fringe benefits, pension plan costs, and competitive area differentials.

2. Allowability. Except as otherwise specifically provided in this paragraph, the costs of such compensation are allowable to the extent that:

a. Total compensation to individual employees is reasonable for the services rendered and conforms to the established policy of the organization consistently applied to both State supported programs, and other program activities; and

b. Charges to contracts, whether treated as direct or indirect costs, are determined and supported as required in this paragraph.

3. Unallowable costs. Costs which are unallowable under other paragraphs of this rule shall not be allowable under this paragraph solely on the basis that they constitute personal compensation.

4. Fringe benefits.

a. Fringe benefits in the form of regular compensation paid to employees during periods of authorized absences from the job, such as vacation leave, sick leave, military leave, and the like, are allowable provided such costs are absorbed by all organization activities in proportion to the relative amount of time or effort actually devoted to each.

b. Fringe benefits in the form of employer contributions or expenses for social security, employee insurance, pension plan costs, and the like, are allowable. Such benefits shall be distributed to particular activities in a manner consistent with the pattern of benefits accruing to the individuals or group of employees whose salaries and wages are chargeable to those activities.

c. Where an organization follows a consistent policy of expending actual payments to, or on behalf of, employees or former employees for unemployment compensation or workers’ compensation, such payments are allowable in the year of payment provided they are allocated to all activities of the organization.

5. Pension plan costs. Costs of the organization’s pension plan which are incurred in accordance with the contractor’s established policies are allowable, provided:

a. Such policies meet the test of reasonableness;

b. The methods of cost allocation are not discriminatory;

c. The cost assigned to each fiscal year is determined in accordance with generally accepted accounting principles as prescribed in Accounting Principles Board Opinion No. 8 issued by the American Institute of Certified Public Accountants, which is incorporated by reference and may be obtained from American Institute of Certified Public Accountants, Harborside Financial Center, 201 Plaza Three, Jersey City, New Jersey 07311-3881;

d. The costs assigned to a given fiscal year are funded for all plan participants within six months after the end of that year. However, increases to normal and past service pension costs caused by a delay in funding the actuarial liability beyond 30 days after each quarter of the year to which such costs are assignable are unallowable;

e. Pension plan termination insurance premiums paid pursuant to the Employee Retirement Income Security Act of 1974, P. L. 93406, are allowable. Late payment charges on such premiums are unallowable;

f. Excise taxes on accumulated funding deficiencies and other penalties imposed under the Employee Retirement Income Security Act are unallowable; and

g. Incentive compensation to employees based on cost reduction, or efficient performance, suggestion awards, safety awards, etcetera, are allowable to the extent that the overall compensation is reasonable and such costs are paid or accrued pursuant to an agreement entered into in good faith between the organization and the employees before the services were rendered, or pursuant to a written plan established by the organization to make such payments.

(I) Overtime premiums. See paragraph 65E-14.017(4)(z), F.A.C.

(II) Severance pay is not an allowable cost.

(III) Training and education costs. See paragraph 65E-14.017(4)(oo), F.A.C.

(IV) Support of salaries and wages.

(V) A contractor may record compensation for personnel services to the applicable cost center based upon the approved budget. Further, non-salary costs may also be allocated to the applicable cost centers based upon the approved budget. For this to be applicable, it must be included in the contractor’s written cost allocation plan.

(VI) Reports reflecting the distribution of activity of each employee must be maintained for all staff members, professionals and nonprofessionals, whose compensation is charged, in whole or in part, directly to the cost center. In addition, charges for the salaries and wages of each employee must also be supported by reports indicating the total number of hours worked each day.

(VII) The reports must be signed by the individual employee, and by a responsible supervisory official having firsthand knowledge of activities performed by the employee. Time sheets signed by individual employees are not required to document the provision of service units under unit cost performance contracts.

(g) Contingency provisions. Contributions to a contingency reserve or any similar provision made for events, the occurrence of which cannot be foretold with certainty as to time, intensity, or with an assurance of their happening, are unallowable. The term “contingency reserve” excludes self-insurance reserves and pension funds.

(h) Contributions. Contributions and donations by the organization to others are unallowable.

(i) Depreciation.

1. Compensation for the use of buildings, other capital improvements, and equipment on hand may be made through depreciation.

2. The computation of depreciation shall be based on the acquisition cost of the assets involved. The acquisition cost of an asset donated to the organization by a third party shall be its fair market value at the time of the donation.

3. The computation of depreciation will exclude:

a. The cost of land;

b. Any portion of the cost of buildings and equipment borne by or donated by the State or Federal Government, irrespective of where title was originally vested or where it presently resides; and

c. Any portion of the cost of buildings and equipment contributed by or in satisfaction of a statutory matching requirement.

4. Where depreciation method is followed, the period of useful service, useful life established in accordance with guidelines as published by the American Hospital Association, 1973 Edition of the Chart of Accounts for Hospitals, “Estimated Useful Life of Land Improvements, Buildings and Fixed Equipment.” The method of depreciation used to assign the cost of an asset, or group of assets, to accounting periods shall reflect the pattern of consumption of the asset during its useful life. In the absence of clear evidence indicating that the expected consumption of the asset will be significantly greater or lesser in the early portions of its useful life than in the later portions, the straight-line method shall be presumed to be the appropriate method. Depreciation methods once used shall not be changed unless approved in advance by the department. When the depreciation method is introduced for application to assets previously subject to a use allowance, the combination of use allowances and depreciation applicable to such assets must not exceed the total acquisition cost of the assets. When the depreciation method is used for buildings, a building’s shell may be segregated from each building component, for example, plumbing system, heating, and air conditioning system, etcetera, and each item depreciated over its estimated useful life; or the entire building, that is, the shell and all components, may be treated as a single asset and depreciated over a single useful life.

5. When the depreciation method is used for a particular class of assets, no depreciation may be allowed on any such assets that would be viewed as fully depreciated.

6. Charges for depreciation must be supported by adequate property records and physical inventories must be taken at least once every two years to ensure that assets exist and are usable and needed. When the depreciation method is followed, adequate depreciation records indicating the amount of depreciation taken each period must also be determined.

(j) Donations.

1. Services received. Donated or volunteer services may be furnished to an organization by professional and technical personnel, consultants, and other skilled and unskilled labor. The value of these services are allowable up to 10 percent of the total budget. Fair market value of donated services shall be computed as follows:

a. Rates for volunteer services. Rates for volunteers shall be consistent with those regular rates paid for similar work in other activities of the organization. In cases where the kinds of skills involved are not found in the other activities of the organization, the rates used shall be consistent with those paid for similar work in the labor market in which the organization competes for such skills.

b. Services donated by other organizations. When an employer donates the services of an employee, these services shall be valued at the employee’s regular rate of pay provided the services are in the same skill for which the employee is normally paid. If the services are not in the same skill for which the employee is normally paid, fair market value shall be computed in accordance with sub-subparagraph 65E-14.017(4)(f)2.a., F.A.C.

2. Goods and space.

a. Donated goods; i.e., expendable personal property and supplies, and donated use of space may be furnished to an organization. The value of the goods and space is an allowable cost.

b. The value of the donations may be used to meet matching requirements.

(k) Employee morale, health, and welfare costs and credits. The costs of house publications, health or first-aid clinics or infirmaries, employees’ counseling services, and other expenses incurred in accordance with the organization’s established practice or custom for the improvement of working conditions, employer-employee relations, employee morale, and employee performance are allowable. Such costs will be equitably apportioned to all activities of the organization. Income generated from any of these activities will be credited to the cost thereof unless such income has been irrevocably set over to employee welfare organizations.

(l) Entertainment costs. Costs of amusement, diversion, social activities, ceremonials, and costs relating thereto, such as meals, lodging, rentals, transportation, and gratuities are unallowable.

(m) Equipment and other capital expenditures.

1. As used in this paragraph, the following terms have the meanings set forth below:

a. “Equipment” means an article of nonexpendable tangible personal property having a useful life of more than two years and an acquisition cost of $500 or more per unit. An organization may use its own definition provided that it, at least, includes all nonexpendable tangible personal property as defined herein.

b. Ancillary charges, such as taxes, duty, protective intransit insurance, freight, and installation shall be included in or excluded from acquisition cost in accordance with the organization’s regular written accounting practices.

c. “General purpose equipment” means equipment which is usable for other than research, medical, scientific, or technical activities, whether or not special modifications are needed to make them suitable for a particular purpose. Examples of general purpose equipment include office equipment and furnishings, air conditioning equipment, reproduction and printing equipment, motor vehicles, and automatic data processing equipment.

2. Capital expenditures for general purpose equipment are unallowable, except with the prior approval of the department.

3. Capital expenditures for land or buildings are unallowable, except with the prior approval of the department.

4. Capital expenditures for improvements to land, buildings, or equipment which materially increase their value or useful life are unallowable, except with the prior approval of the department.

5. Equipment and other capital expenditures are unallowable as indirect costs. However, see paragraph 65E-14.017(4)(m), F.A.C., for allowability of use allowances or depreciation on buildings, capital improvements, and equipment.

(n) Fines and penalties. Costs of fines and penalties resulting from violations of, or failure of the organization to comply with Federal, State, and local laws and regulations are unallowable, except when incurred as a result of compliance with specific provisions of a contract or instructions in writing from the department.

(o) Fringe benefits. See subparagraph 65E-14.017(4)(f)5., F.A.C.

(p) Idle facilities and idle capacity.

1. The costs of idle facilities are unallowable except to the extent that:

a. They are necessary to meet fluctuations in workload; or

b. Although not necessary to meet fluctuations in workload, they were necessary when acquired and are now idle because of changes in program requirements, efforts to achieve more economical operations, reorganization, termination, or other causes which could not have been reasonably foreseen. Under the exception stated in this subparagraph, costs of idle facilities are allowable for a reasonable period of time, ordinarily not to exceed one year, depending upon the initiative taken to use, lease, or dispose of such facilities.

2. The costs of idle capacity are normal costs of doing business and are a factor in the normal fluctuations of usage or cost from period to period. Such costs are allowable, provided the capacity is reasonably anticipated to be necessary or was originally reasonable and is not subject to reduction or elimination by subletting, renting, or sale, in accordance with sound business, economics, or security practices. Widespread idle capacity throughout an entire facility, or among a group of assets having substantially the same function, may be idle facilities.

(q) Insurance and indemnification. Insurance includes insurance which the organization is required to carry, and any other insurance which the organization maintains in connection with the general conduct of its operations. This paragraph does not apply to insurance which represents fringe benefits for employees, see subparagraphs 65E-14.017(4)(f)4. and 5., F.A.C.

1. Costs of insurance required or approved, and maintained, pursuant to the contract are allowable.

2. Costs of other insurance maintained by the organization in connection with the general conduct of its operations are allowable subject to the following limitations:

a. Types and extent of coverage shall be in accordance with sound business practice and the rates and premiums shall be reasonable under the circumstances.

b. Costs allowed for business interruption or other similar insurance shall be limited to exclude coverage of management fees.

c. Provisions for a reserve under a self-insurance program are allowable to the extent that types of coverage, extent of coverage, rates, and premiums would have been allowed had insurance been purchased to cover the risks. However, provision for known or reasonably estimated self-insured liabilities, which do not become payable for more than one year after the provision is made, shall not exceed the present value of the liability.

3. Actual losses which could have been covered by permissible insurance, through the purchase of insurance or a self-insurance program, are unallowable unless expressly provided for in the contract, except:

a. Costs incurred because of losses not covered under nominal deductible insurance coverage provided in keeping with sound business practice are allowable.

b. Minor losses not covered by insurance, such as spoilage, breakage, and disappearance of supplies, which occur in the ordinary course of operations, are allowable.

(r) Interest, fund raising and investment management costs.

1. Necessary and proper interest on both current and capital indebtedness is an allowable cost, if the interest is:

a. Supported by evidence of an agreement that funds were borrowed and that payment of interest and repayment of the funds are required;

b. Identifiable in the agency’s accounting records;

c. Related to the reporting period in which the costs are incurred; and

d. Necessary and proper for the operation, maintenance, or acquisition of the agency’s facilities.

2. Costs of contracted professionally organized fund raising, including financial campaigns, endowment drives, solicitation of gifts and bequests, and similar expenses incurred solely to raise capital or obtain contributions are unallowable.

3. Costs of investment counsel and staff and similar expenses incurred solely to enhance income from investments are unallowable.

(s) Labor relations costs. Costs incurred in maintaining satisfactory relations between the organization and its employees, including costs of labor management committees, employee publications, and other related activities are allowable.

(t) Losses on other awards. Any excess of costs over income on any contract is unallowable as a cost of any other contract. This includes, but is not limited to, the organization’s contributed portion by reason of cost sharing agreements or any underrecoveries through negotiation of lump sums for, or ceilings on, indirect costs.

(u) Maintenance and repair costs. Costs incurred for necessary maintenance, repair, or upkeep of buildings and equipment which neither add to the permanent value of the property nor appreciably prolong its intended life, but keep it in an efficient operating condition, are allowable. Costs incurred for improvements which add to the permanent value of the buildings and equipment, or appreciably prolong their intended life, shall be treated as capital expenditures.

(v) Materials and supplies. The costs of materials and supplies necessary to carry out a contract are allowable. Such costs should be charged at their actual prices after deducting all cash discounts, trade discounts, rebates, and allowances received by the organization. Withdrawals from general stores or stockrooms should be charged at cost under any recognized method of pricing consistently applied. Incoming transportation charges may be a proper part of material cost. Materials and supplies charged as a cost should include only the materials and supplies actually used for the performance of the contract, and due credit should be given for any excess materials or supplies retained, or returned to vendors.

(w) Meetings, conferences.

1. Costs associated with the conduct of meetings and conferences include the cost of renting facilities, meals, speakers’ fees, and the like.

2. To the extent that these costs are identifiable with a particular cost objective, they should be charged to that objective. These costs are allowable, provided that they meet the general tests of allowability, in accordance with this rule.

3. Costs of meetings and conferences held to conduct the general administration of the organization are allowable.

(x) Memberships, subscriptions, and professional activity costs.

1. Costs of the organization’s membership in certain civic, business, technical and professional organizations are allowable. The costs of individual dues and memberships are unallowable.

2. Costs of the organization’s subscriptions to civic, business, professional, and technical periodicals are allowable, if delivered to a contractor’s business address.

3. Subject to the appropriate provisions of this rule, costs of attendance at meetings and conferences sponsored by others, when the primary purpose is the dissemination of technical information, are allowable. This includes costs of meals, transportation, and other items incidental to such attendance.

(y) Organization costs. Expenditures, such as incorporation fees, brokers’ fees, fees to promoters, organizers or management consultants, attorneys, accountants, or investment counselors, whether or not employees of the organization, in connection with establishment or reorganization of an organization, are unallowable, except with prior approval of the department.

(z) Overtime premiums are allowable when the following conditions exist:

1. When it is required that services be available on a 24-hour 7 days a week basis, and paid to those 24-hour services; or

2. When paid to non-exempt employees consistent with Federal wage and hour requirements.

(aa) Participant support costs. Participant support costs are allowable. Items such as stipends or subsistence allowances, travel allowances, and registration fees paid to or on behalf of participants or trainees, but not employees, in connection with meetings, conferences, symposia, or training projects. These costs are allowable with the prior approval of the department.

(bb) Plant security costs. Necessary expenses incurred to comply with State security requirements or for facilities protection, including wages, uniforms, and equipment of personnel are allowable.

(cc) Professional service costs.

1. Costs of professional and consultant services rendered by persons who are members of a particular professional or possess a special skill, and who are not officers or employees of the organization, are allowable when reasonable in relation to the services rendered and when not contingent upon recovery of the costs from the State.

2. In addition to paragraph 65E-14.017(4)(cc), F.A.C., above, retainer fees to be allowable must be supported by evidence of bona fide services rendered.

3. Cost of legal, accounting, and consulting services, and related costs incurred in connection with defense and prosecution of legal action against the contractor or department, are unallowable. Costs of legal, accounting and consulting services, and related costs, incurred in connection with patent infringement litigation, organization and reorganization, are unallowable unless prior approval is otherwise provided by the department.

(dd) Profits and losses on disposition of depreciable property or other capital assets are to be excluded from State participation.

(ee) Public information service costs.

1. Public information service costs include the costs associated with pamphlets, news releases, and other forms of information services. Such costs are normally incurred to:

a. Inform or instruct individuals, groups, or the general public;

b. Interest individuals or groups in participating in a service program of the organization; and

c. Disseminate the results of sponsored and nonsponsored activities.

2. Public information service costs are allowable.

(ff) Publication and printing costs, including the costs of printing, including the processes of composition, plate-making, press work, binding, and the end products produced by such processes, distribution, promotion, mailing, and general handling are allowable.

(gg) Rearrangement and alteration costs. Costs incurred for rearrangement and alteration of facilities are allowable with the prior approval of the department.

(hh) Reconversion costs. Costs incurred in the restoration or rehabilitation of the organization’s facilities to approximately the same condition existing immediately prior to commencement of department’s contract are not allowable.

(ii) Recruiting costs. The following recruiting costs are allowable:

1. Cost of “help wanted” advertising,

2. Operating costs of an employment office,

3. Costs of operating an educational testing program,

4. Travel expenses including food and lodging of employees while engaged in recruiting personnel, and

5. Travel costs of applicants for interviews for prospective employment. Where the organization uses employment agencies, costs not in excess of standard commercial rates for such services are allowable.

(jj) Relocation costs. Relocation costs are costs incident to the permanent change of duty assignment, for an indefinite period or for a stated period of not less than 12 months, of an existing employee or upon recruitment of a new employee. Relocation costs are allowable with prior approval of the department.

(kk) Rental costs.

1. Subject to the limitations described in subparagraphs 65E-14.017(4)(kk)2., 3. and 4., F.A.C., rental costs are allowable to the extent that the rates are reasonable and take into account such factors as:

a. Rental costs of comparable property, if any;

b. Market conditions in the area;

c. Alternatives available;

d. And the type, life expectancy, condition, and value of the property leased.

2. Rental costs under sale and leaseback arrangements are allowable only up to the amount that would be allowed had the organization continued to own the property.

3. Rental costs under less-than-arm’s-length leases are allowable only up to the amount that would be allowed had title to the property vested in the organization. For this purpose, a less-than-arm’s-length lease is one under which one party to the lease agreement is able to control or substantially influence the actions of the other. Such leases include, but are not limited to, those between:

a. Divisions of an organization;

b. Organizations under common control through common officers, directors, or members; and

c. An organization and a director, trustee, officer, or key employee of the organization or his immediate family either directly or through corporations, trusts, or similar arrangements in which they hold a controlling interest.

4. Rental costs under leases which create a material equity in the leased property are allowable only up to the amount that would be allowed had the organization purchased the property on the date the lease agreement was executed; for example, depreciation or use allowances, maintenance, taxes, insurance and interest expense but excluding other unallowable costs. For this purpose, a material equity in the property exists if the lease is noncancelable or is cancelable only upon the occurrence of some remote contingency and has one or more of the following characteristics:

a. The organization has the right to purchase the property for a price which at the beginning of the lease appears to be substantially less than the probably fair market value at the time it is permitted to purchase the property, commonly called a lease with a bargain purchase option.

b. Title to the property passes to the organization at some time during or after the lease period.

c. The term of the lease, initial term plus periods covered by bargain renewal options, if any, is equal to 75 percent or more of the economic life of the leased property; that is, the period the property is expected to be economically usable by one or more users.

(ll) Specialized service facilities.

1. The costs of services provided by highly complex or specialized facilities operated by the organization, such as electronic computers, are allowable provided the charges for the services meet the conditions of either sub-subparagraphs 64E-14.017(4)(ll)2.a. or b., F.A.C., and, in addition, take into account any items of income or State financing that qualify as applicable credits.

2. The costs of such services, when material, must be charged directly to contracts based on actual usage of the services on the basis of a schedule of rates or established methodology that:

a. Does not discriminate against departmental supported activities of the organization, including usage by the organization for internal purposes; and

b. Is designed to recover only the aggregate costs of the program. 

(mm) Taxes.

1. In general, taxes which the organization is required to pay and which are paid or accrued in accordance with generally accepted accounting principles, and payments made to local governments in lieu of taxes which are commensurate with the local government services received are allowable, except for:

a. Taxes from which exemptions are available to the organization directly or which are available to the organization based on an exemption afforded the State and in the latter case when the department makes available the necessary exemption certificates; and

b. Federal income taxes.

2. Any refund of taxes, and any payment to the organization of interest thereon, which were allowed will be credited either as a cost reduction or cash refund, as appropriate to the department.

(nn) Termination costs are allowable only if required in accordance with union contracts and bargaining agreements with which the contractor must comply.

(oo) Allowable training and education costs.

1. Preparation and maintenance of a program of instruction including, but not limited to:

a. On-the-job, classroom, and apprenticeship training, designed to increase the vocational effectiveness of employees, including training materials, textbooks, and salaries of the director of training and staff when the training program is conducted by the organization; or

b. Tuition and fees when the training is in an institution not operated by the organization.

2. Costs of part-time education, at an undergraduate or postgraduate college level, including that provided at the organization’s own facilities, are allowable only when the course pursued is relative to the field in which the employee is now working, and are limited to:

a. Training materials;

b. Textbooks;

c. Fees charged by the educational institution; and

d. Tuition charged by the educational institution, or in lieu of tuition, instructors’ salaries and the related share of costs of the educational institution to the extent that the sum thereof is not in excess of the tuition which would have been paid to the participating education institution.

3. Contributions or donations to education or training institutions, including the donation of facilities or other properties, and scholarships or fellowships, are unallowable.

4. Training and education costs in excess of those otherwise allowable under subparagraph 65E-14.017(4)(oo)2., F.A.C., may be allowed with prior approval of the department. To be considered for approval, the organization must demonstrate that such costs are consistently incurred pursuant to an established training and education program, and that the course or degree pursued is relative to the field in which the employee is now working or may reasonably be expected to work.

(pp) Transportation costs. Transportation costs include freight, express, cartage, and postage charges relating either to goods purchased, in process, or delivered. The costs are allowable. When such costs can readily be identified with items involved, they may be charged as transportation costs or added to the cost of such items. Where identification with the materials received cannot readily be made, transportation costs may be charged to the appropriate program cost accounts if the organization follows a consistent, equitable procedure in this respect.

(qq) Travel costs.

1. Travel costs are the expenses for transportation, lodging, subsistence, and related items incurred by employees who are in travel status on official business of the organization. Travel costs are allowable subject to subparagraph 65E-14.017(4)(qq)2. through 4., F.A.C., when they are directly attributable to specific work or are incurred in the normal course of administration of the organization.

2. Such costs may be charged on a basis consistent with Section 112.061, F.S.

3. The difference in cost between first-class air accommodations and less than first-class air accommodations is unallowable except when less than first-class accommodations are not reasonably available to meet necessary mission requirements, such as where less than first-class accommodations would:

a. Require circuitous routing;

b. Require travel during unreasonable hours;

c. Greatly increase the duration of the flight;

d. Result in additional costs which would offset the transportation savings; or

e. Offer accommodations which are not reasonably adequate for the medical needs of the traveler.

4. Direct charges for foreign travel costs are allowable only when the travel has received prior written approval of the department. Each separate foreign trip must be approved. For purposes of this provision, foreign travel is defined as any travel outside the United States and its territories and possessions.

(rr) Facility owned vehicle costs. A trip log showing date, driver, destination and purpose and odometer readings shall be maintained for each vehicle used in the operation of the contractor. Personal use of vehicles is unallowable.

(ss) Treatment. Excluded is the cost of electroconvulsive therapy.
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