


Unallowable Cost Policy 
Computing devices that cost less than $5,000 and are essential and allocable to the performance of an award may 
be charged directly either as a purchase or a lease. For computing devices costing greater than $5,000, please 
see the Capital Equipment Policy. Computing devices are generally expected to be purchased with school and/or 
departmental accounts and considered a general office item. 
 
Examples of computing devices that can be charged as direct expenses include: 
 

• A laptop specifically needed to record data in field research 
• A computer physically attached to another piece of scientific equipment and/or required for 

collection and analysis of information/data 
• A computer used primarily on the designated sponsored award 
• A computer that will remain property of the University (and not the personal property of an 

individual) Computing devices may be allocated to multiple sponsored awards if the project’s portion 
of the use can be reasonably estimated and is directed by the PI. The expense should be properly 
allocated to all benefitting activities. 

• If a device will be used only in part for an award’s activities, the award may only be charged a 
portion of the device expense 

• University funded activities such as instruction and administration are expected to bear a fair 
share of acquisition expense 

• De minimus use of the device for other activities is allowed as long as the device is used 
primarily on the sponsored project(s). 

 
As a reminder, fiscal prudence and common sense should be used if purchasing computing devices on a grant. 
Devices with costs that exceed industry averages should have adequate justification as to the reason for the 
expense. 

 
Copier charges and copy cards: Routine copying charges that cannot be identified with specific projects and 
fall under general administrative support of a project should not be charged as a direct expense. Copying 
charges may only be an appropriate direct charge in cases when both of the following criteria are met: 
 

• The awarding agency has approved the direct charge in the awarded budget or there is subsequent 
agency approval. The copy expenses associated with the project are extraordinary and meet the 
“unlike purpose and circumstance” criteria, and 

• The copy expenses are an integral part of the specific tasks associated with the sponsored award 
and can be separately tracked. 

 
Clerical/administrative salaries (including secretarial): Administrative and clerical personnel provide non-
technical support services that benefit departmental, institute, center, or school activities. The services of 
these individuals could include: clerical support, financial management, procurement of materials and 
services, budget and planning, and personnel management. 
 
The salaries of administrative and clerical personnel are normally treated as an indirect cost unless they meet 
the definition of “unlike purpose and circumstance” and are integral to the project. As stipulated in the Uniform 
Guidance, direct charging of administrative salaries is allowable when all of the following 4 conditions are met: 
 

1. Administrative or clerical services are integral to a project or activity; 
2. Individuals involved can be specifically identified with the project or activity; 



Unallowable Cost Policy 
3. Such expenses are explicitly included in the budget or have the prior written approval of the federal 

awarding agency; and 
4. The costs are also not recovered as indirect costs. 

Identification of the individual, clear justification about the nature of the duties and their direct 
relationship to the sponsored work, and a reasonable level of effort commensurate with the scope of the 
project are very important. Agency approval will be assumed if the salary of administrative or clerical staff 
is budgeted and not specifically denied in the notice of grant award or in related correspondence from the 
agency to the University. 

 
Entertainment: Costs of activities where the primary purpose is amusement, diversion or social activities, and 
any costs directly associated with such costs, such as tickets to shows 
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• Shipping 
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1. An unlike circumstance exists in which a sponsored project requires resources beyond those normally 
expected for a typical research project; 

2. The cost can be associated with the specific sponsored project with a high degree of accuracy; and 
3. The awarding agency has approved the cost, if significant, as a direct expense in the awarded budget. 

If the expense was not included in the awarded budget, sponsor approval should be obtained prior to 
expenditure for any significant expense. 

 
 

Key Cost Principles for Federal Awards 

In general, the Uniform Guidance requires that for a cost to be allowable it must be real, reasonable, and 
allocable: 

 
A cost should be real in the sense that it is an actual cost; that is, it is for goods actually delivered or 
services actually rendered. 

A cost is considered reasonable if both the nature of the goods or services acquired or applied and the 
amount of the cost reflect the action that a prudent person would have taken under the circumstances prevailing 
at the time of the decision to incur the cost. 

 
A cost is allocable to a particular cost objective (i.e. a specific function, project, sponsored agreement, 
department, etc.) if the goods or services involved are chargeable or assignable to such cost objective in 
accordance with relative benefits received or other equitable relationship. 

Other unallowable costs specifically related to indirect cost proposal preparation can be found within the 
University’s Chart of Accounts at and are as follows: Other unallowable costs specifically related to indirect 
cost proposal preparation can be found within the University’s Chart of Accounts at 
http://www.luc.edu/finance/chartofaccounts.shtml and are listed in the following table. 
 

Unallowable Expense Accounts on Federal Grants/Contracts 
Account Account Description Account Definitions 
5932 Institution-Furnished 

Automobile 
Represents the portion of the costs of inception-furnished automobiles that 
relates to 
personal use by employees (including transportation to and from work). 

6203 Advertising Costs associated with advertising that are incurred either internally and 
allocated to departments or paid to external vendors by the University in 
an effort to promote 
University operations 

6250 Legal Fees Costs incurred for legal professional or consulting services provided by 
groups or individuals who are not University employees, and are 
compensated in the form of fees based on a contracted or otherwise 
predetermined amount or rate. These charges 
include legal fees, retainers and travel expenses related to the contractual 
services. 

6251 Accounting Fees Costs incurred for accounting professional or consulting services provided 
by groups or 
individuals who are not University employees, and are compensated in the 
form of fees based on a contracted or otherwise predetermined amount or 

http://www.luc.edu/finance/chartofaccounts.shtml
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rate. 

6320 Entertainment Any costs directly associated with entertainment, including amusement, 
diversion, and other social activities. These expenditures are disallowed for 
federally sponsored Grants 
& Contracts. 

6330 Recruiting Expenses - 
Students 

 

6420 Vehicle - Maintenance & 
Supplies 

Costs of maintenance of University vehicles, including supplies purchased in 
connection 
with vehicle maintenance. 

6421 Vehicle - Fuel Costs Cost of Fuel related to University Vehicles 
Note: purchasing gasoline for a rental car while traveling or for a personal 
vehicle while traveling should not be charged to this code. 
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