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and the significance of each situation. 
Accordingly, it is neither appropriate 
nor practical to prescribe a single set 
of accounting practices which would be 
consistent in all situations with the 
practices of estimating costs. There-
fore, the amount of accounting and sta-
tistical detail to be required and main-
tained in accounting for estimated 
costs has been and continues to be a 
matter to be decided by Government 
procurement authorities on the basis of 
the individual facts and circumstances. 

9905.501–60 Illustration. [Reserved] 

9905.501–61 Interpretation. [Reserved] 

9905.501–62 Exemption. 

None for this Standard. 

9905.501–63 Effective date. 

This Standard is effective as of Janu-
ary 9, 1995. 

9905.502 Cost accounting standard— 
consistency in allocating costs in-
curred for the same purpose by 
educational institutions. 

9905.502–10 [Reserved] 

9905.502–20 Purpose. 

The purpose of this Standard is to re-
quire that each type of cost is allo-
cated only once and on only one basis 
to any contract or other cost objective. 
The criteria for determining the allo-
cation of costs to a contract or other 
cost objective should be the same for 
all similar objectives. Adherence to 
these cost accounting concepts is nec-
essary to guard against the over-
charging of some cost objectives and to 
prevent double counting. Double count-
ing occurs most commonly when cost 
items are allocated directly to a cost 
objective without eliminating like cost 
items from indirect cost pools which 
are allocated to that cost objective. 

9905.502–30 Definitions. 

(a) The following are definitions of 
terms which are prominent in this 
Standard. Other terms defined else-
where in this chapter 99 shall have the 
meanings ascribed to them in those 
definitions unless paragraph (b) of this 
subsection requires otherwise. 

(1) Allocate means to assign an item 
of cost, or a group of items of cost, to 
one or more cost objectives. This term 
includes both direct assignment of cost 
and the reassignment of a share from 
an indirect cost pool. 

(2) Cost objective means a function, or-
ganizational subdivision, contract, or 
other work unit for which cost data are 
desired and for which provision is made 
to accumulate and measure the cost of 
processes, products, jobs, capitalized 
projects, etc. 

(3) Direct cost means any cost which 
is identified specifically with a par-
ticular final cost objective. Direct 
costs are not limited to items which 
are incorporated in the end product as 
material or labor. Costs identified spe-
cifically with a contract are direct 
costs of that contract. All costs identi-
fied specifically with other final cost 
objectives of the educational institu-
tion are direct costs of those cost ob-
jectives. 

(4) Final cost objective means a cost 
objective which has allocated to it both 
direct and indirect costs, and in the 
educational institution’s accumulation 
system, is one of the final accumula-
tion points. 

(5) Indirect cost means any cost not 
directly identified with a single final 
cost objective, but identified with two 
or more final cost objectives or with at 
least one intermediate cost objective. 

(6) Indirect cost pool means a grouping 
of incurred costs identified with two or 
more cost objectives but not identified 
with any final cost objective. 

(7) Intermediate cost objective means a 
cost objective that is used to accumu-
late indirect costs or service center 
costs that are subsequently allocated 
to one or more indirect cost pools and/ 
or final cost objectives. 

(b) The following modifications of 
terms defined elsewhere in this Chapter 
99 are applicable to this Standard: 
None. 

9905.502–40 Fundamental require-
ment. 

All costs incurred for the same pur-
pose, in like circumstances, are either 
direct costs only or indirect costs only 
with respect to final cost objectives. 
No final cost objective shall have allo-
cated to it as an indirect cost any cost, 
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if other costs incurred for the same 
purpose, in like circumstances, have 
been included as a direct cost of that or 
any other final cost objective. Further, 
no final cost objective shall have allo-
cated to it as a direct cost any cost, if 
other costs incurred for the same pur-
pose, in like circumstances, have been 
included in any indirect cost pool to be 
allocated to that or any other final 
cost objective. 

9905.502–50 Techniques for applica-
tion. 

(a) The Fundamental Requirement is 
stated in terms of cost incurred and is 
equally applicable to estimates of costs 
to be incurred as used in contract pro-
posals. 

(b) The Disclosure Statement to be 
submitted by the educational institu-
tion will require that the institution 
set forth its cost accounting practices 
with regard to the distinction between 
direct and indirect costs. In addition, 
for those types of cost which are some-
times accounted for as direct and 
sometimes accounted for as indirect, 
the educational institution will set 
forth in its Disclosure Statement the 
specific criteria and circumstances for 
making such distinctions. In essence, 
the Disclosure Statement submitted by 
the educational institution, by distin-
guishing between direct and indirect 
costs, and by describing the criteria 
and circumstances for allocating those 
items which are sometimes direct and 
sometimes indirect, will be determina-
tive as to whether or not costs are in-
curred for the same purpose. Disclosure 
Statement as used herein refers to the 
statement required to be submitted by 
educational institutions as a condition 
of contracting as set forth in subpart 
9903.2. 

(c) In the event that an educational 
institution has not submitted a Disclo-
sure Statement, the determination of 
whether specific costs are directly allo-
cable to contracts shall be based upon 
the educational institution’s cost ac-
counting practices used at the time of 
contract proposal. 

(d) Whenever costs which serve the 
same purpose cannot equitably be indi-
rectly allocated to one or more final 
cost objectives in accordance with the 
educational institution’s disclosed ac-

counting practices, the educational in-
stitution may either use a method for 
reassigning all such costs which would 
provide an equitable distribution to all 
final cost objectives, or directly assign 
all such costs to final cost objectives 
with which they are specifically identi-
fied. In the event the educational insti-
tution decides to make a change for ei-
ther purpose, the Disclosure Statement 
shall be amended to reflect the revised 
accounting practices involved. 

(e) Any direct cost of minor dollar 
amount may be treated as an indirect 
cost for reasons of practicality where 
the accounting treatment for such cost 
is consistently applied to all final cost 
objectives, provided that such treat-
ment produces results which are sub-
stantially the same as the results 
which would have been obtained if such 
cost had been treated as a direct cost. 

9905.502–60 Illustrations. 
(a) Illustrations of costs which are 

incurred for the same purpose: 
(1) An educational institution nor-

mally allocates all travel as an indi-
rect cost and previously disclosed this 
accounting practice to the Govern-
ment. For purposes of a new proposal, 
the educational institution intends to 
allocate the travel costs of personnel 
whose time is accounted for as direct 
labor directly to the contract. Since 
travel costs of personnel whose time is 
accounted for as direct labor working 
on other contracts are costs which are 
incurred for the same purpose, these 
costs may no longer be included within 
indirect cost pools for purposes of allo-
cation to any covered Government con-
tract. The educational institution’s 
Disclosure Statement must be amended 
for the proposed changes in accounting 
practices. 

(2) An educational institution nor-
mally allocates purchasing activity 
costs indirectly and allocates this cost 
to instruction and research on the 
basis of modified total costs. A pro-
posal for a new contract requires a dis-
proportionate amount of subcontract 
administration to be performed by the 
purchasing activity. The educational 
institution prefers to continue to allo-
cate purchasing activity costs indi-
rectly. In order to equitably allocate 
the total purchasing activity costs, the 
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