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1. Any cost charged to the Agreement must be reasonable, appropriate, lawful and allocable to the contract. 
2. To the maximum extent practicable, the suggested terminology should be used consistently in all phases of budgeting, accounting, and reporting. 
3. This list represents selected cost items and is not an all inclusive list of costs which may be prescribed by federal and or State laws or regulations. 
4. Although a cost may be allowable under federal guidelines, the state purchasing agency has the discretion to limit or disallow the cost due the unavailability of funds, 

and or funding restrictions, or its inappropriateness to the contract. 
5. In cases where certain items, definitions, explanations or requirements are difficult to understand, the applicant/provider should seek written clarification from 
 the state purchasing agency. 

6. Required cost documentation shall be in place shall be kept by the provider and only submitted at the request of the purchasing agency. 
 

COST ITEM DESCRIPTION ALLOWABLE/UNALLOWABLE REMARKS 
 
CATEGORY A: 
PERSONNEL COSTS 
 
Compensation for Personal 
Services 

Salaries and 
 Wages 
Vacation Leave 
Sick Leave 
Overtime 
Bonuses 
Severance Pay 

 
 

 
Compensation for personal 
services currently paid or 
accrued. 
 
 

 
Allowable:  
 Base salaries and wages to the extent that the 
  range is reasonable for the services 
  rendered. 
  
 
Allowable with prior approvals: 
 Overtime. 
 Salary increases. 

  
 
Unallowable: 
 Bonuses. 
 Severance pay. 

Accrued leave payout for terminating 
employees 

 Excessive compensation. 
 Payment for vacation and sick leave in lieu of 

leave not taken while staff are active 
employees. 

 

 
Required Documentation: 
 Schedule detailing total annual salary for each  
  position, computation of each positions’ FTE  
  and service site. 
 

Reports reflecting the distribution of activity of 
each employee must be maintained for all 
staff members whose compensation is 
charged, in whole or in part, directly to the 
contract(s). The reports must reflect an after-
the-fact determination of the total actual 
activity of each employee.  The reports must 
be signed by the individual employee, or by a 
responsible supervisory official having first 
hand knowledge of the activities performed 
by the employee, that the distribution of 
activity represents a reasonable estimate of 
the actual work performed by the employee 
during the periods covered by the reports.  
(Note:  The State is requesting that adequate 
records supporting the allocation of salaries 
be maintained and not necessarily detailed 
timesheets, e.g., accounting for each quarter 
hour for each employee.) 

 
 Personnel policies and procedures governing  
  vacation leave, sick leave, and overtime pay. 
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COST ITEM DESCRIPTION ALLOWABLE/UNALLOWABLE REMARKS 
 
CATEGORY A: 
PERSONNEL COSTS 
 
Payroll Taxes and Assessments 

 
All Federal and State 
requirements. 

 
Allowable: 

Employer’s portion of FICA, workers 
compensation, unemployment insurance, 
and temporary disability insurance. 

 
Unallowable: 

 Fines and penalties due to late filing and/or  
    payment. 

 
Required Documentation: 
 Schedule detailing applicable percentages of 

statutory ceilings for each payroll tax, 
insurance and other costs. 

 
CATEGORY A: 
PERSONNEL COSTS 
 
Fringe Benefits  
 
 
 

 
Employers’ portion of health 
care and retirement benefits. 

 
Allowable: 
 Health care insurance. 
 
Allowable with prior approval: 
 Retirement plans. 
 
Unallowable:  
 All costs considered as perquisites. 

 
Required Documentation: 
 Each benefit should be clearly detailed in the  

     personnel policies and procedures. 

 
CATEGORY B: 
OPERATING COSTS 
 
Airfare (Inter-Island) 

 
Costs for airline tickets or 
coupons. 

 
Allowable with prior approval. 
 
Unallowable: 
 First class travel. 

 
Required Documentation: 

Schedule of inter-island travel detailing staff, 
destination, purpose, fare costs, per 
diem/subsistence and dates of travel. 

Personnel policies and procedures governing 
travel. 

 
Cost of unused coupons cancelled travel shall not be 

charged to the contract. 
 
CATEGORY B: 
OPERATING COSTS  
 
Airfare (Out-of-State) 

 
Costs for airline tickets or 
coupons. 

 
Allowable with prior approval. 
 
Unallowable: 
     First class travel. 
 

 
Required Documentation: 

Schedule of out-of-state travel detailing staff, 
destination, purpose, fare costs, per 
diem/subsistence and dates of travel. 

Personnel policies and procedures governing 
travel. 

 
Cost of unused coupons cancelled travel shall not 

be charged to the contract. 
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COST ITEM DESCRIPTION ALLOWABLE/UNALLOWABLE REMARKS 
 
CATEGORY B: 
OPERATING COSTS  
 
Audit Services 

 
Cost of an audit by an 
independent certified public 
accountant. 

 
1.  Allowable under contracts with federal 

funds: 
a.   Audits completed in accordance with 

OMB Circular A-133, required for 
providers expending $300,000 or more in 
federal funds during the fiscal year. 
 

b.  Limited scope audits arranged and paid 
for by pass through entities to monitor  

 subrecipients.  
 
2.  Allowable under contracts with only State 

funds: 
 a.  Financial audits of the organization. 
 b.  Special audits required by the State. 
 

 
Required Documentation: 

1.a. Financial statements and schedule of 
expenditures of Federal awards, summary 
schedule of prior audit findings, auditor’s 
reports, and corrective action plans.  If the 
audit does not contain questioned costs or 
audit findings related to the pass through 
federal funds, a notification letter may be 
sent to the pass through entity (see OMB 
Circular A-133, Subpart C.) 

1.b.  Copy of limited scope audit report. 
 
2.a. & b.  Copies of the audit report and 

management letter issued by the 
auditor. 

 
 

 
CATEGORY B: 
OPERATING COSTS  
 
Contractual Services - 
Administrative 

 
Costs of administrative 
professional and consultant 
services, which cannot be 
performed by the 
applicant/provider's staff. 

 
Allowable: 

e.g., accounting, bookkeeping, payroll, and 
secretarial services. 

  
Unallowable:   

Legal fees for defense and prosecution of 
criminal and civil proceedings. 

Retainer payments to attorneys. 
 

 
Required Documentation: 

Schedule detailing business or individual’s 
name, description of the service, and contract 
amount or fee. 

 
CATEGORY B: 
OPERATING COSTS  
 
Contractual Services - 
Subcontracts 

 
Costs of professional and 
consultant services necessary 
for the delivery of the primary 
contracted services, which 
cannot be performed by the 
applicant/provider's staff. 

 
Allowable with prior approval: 
 Professional fees for services used by the 
 program. 
 

 
Required Documentation: 

Justification for contractual services proposed. 
Schedule detailing subcontracted organization or 

individual's name, description of the service, 
and contract amount or fee. 

Executed agreements between the contracting 
parties. 
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COST ITEM DESCRIPTION ALLOWABLE/UNALLOWABLE REMARKS 
 
CATEGORY B: 
OPERATING COSTS  
 
Depreciation 

 
Depreciation expense is the 
method of allocating the cost 
of a capital asset over the 
estimated useful life of the 
asset as it relates to the 
contract. 

 
Allowable: 

Depreciation of equipment, motor vehicles, 
and buildings and capital improvements, 
required for the program, e.g., renovations 
in connection with the program for office 
and program requirements. 

 
Unallowable: 

Idle facilities. 
Assets acquired through the State or Federal 

government. 
 

 
Required Documentation: 

Depreciation schedule, cost allocation bases, 
previous depreciation taken, and budgeted 
depreciation expense. 

 

 
CATEGORY B: 
OPERATING COSTS  
 
Food 

 
Provisions for meals and 
snacks.  Food provided as part 
of the contract services for 
clients. 

 
Allowable with prior approval: 

Food costs required as part of the contract  
 services for clients in residential or group 

homes, and Women, Infant and Children 
(WIC) program. 

 
Unallowable: 

Food costs covered by SSI or other funds. 
 

 
Required Documentation: 

Schedule detailing description and cost. 
 

 

 
CATEGORY B: 
OPERATING COSTS  
 
Indirect Costs (Negotiated 
Federal Rate) 

 
Costs incurred for common or 
joint objectives that cannot be 
readily identified with a 
particular final cost objective, 
e.g., general administration 
and general expenses, such as 
the salaries and expenses of 
executive officers, personnel 
administration, and 
accounting. 
 
 
 
 
 

 
Allowable: 

General operating costs equitably distributed 
to benefiting objectives by using a current 
rate negotiated with the federal 
government. 

 
Unallowable: 

Indirect costs based on a rate that has not 
been negotiated with the federal 
government. 

 
 

 
Required Documentation: 

A valid copy of the written agreement with the 
federal agency for the negotiated rate. 

 
Attach to Proposal Budget if used. 
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COST ITEM DESCRIPTION ALLOWABLE/UNALLOWABLE REMARKS 
 
CATEGORY B: 
OPERATING COSTS  
 
Insurance 

 
Cost of insurance required or 
approved pursuant to the 
contract. 

 
Allowable: 
 Indemnification coverage. 
 General liability. 
 Bonding. 
 Applicant/provider's automobiles. 
 Fire. 
 Hurricane. 
 Flood. 
 
Unallowable: 

Life insurance premiums of officers, 
employees, or Board members where the 
applicant/provider is the beneficiary. 

 
 
 

 
Required Documentation: 

A valid Certificate of Insurance which shows the 
following: 

1. Policy in effect during the contract period. 
2. Liability coverage(s) as specified in the 

agreement. 
3. The contracted services or type of services. 
4. The State of Hawaii and the state purchasing 

agency as the certificate holder. 
5. Address of the state purchasing agency. 
6. The State of Hawaii named as additionally 

insured. 
7. Statement that the insurance policy shall not 

be canceled unless the insurance company has 
first given the State purchasing agency 30 
calendar days written notice of the intended 
cancellation. 

  
 
CATEGORY B: 
OPERATING COSTS  
 
Interest 

 
Costs incurred for interest on 
borrowed capital. 

 
Allowable with prior approval: 

Interest on debt incurred after May 14, 1997 
to acquire or replace capital assets 
(including renovations, alterations, 
equipment, land, and capital assets 
acquired through capital leases), acquired 
after May 14, 1997 and used in support of 
the State contracts. 

 
Unallowable: 

All other interest costs. 
 
 
 
 
 

 
Required Documentation for prior approval: 

A statement of purpose and justification for 
facility acquisition or replacement. 

A statement as to why current facilities are not 
adequate. 

A statement of planned future use of the facility. 
A description of the financing agreement to be 

arranged for the facility. 
A summary of the building contract with 

estimated cost information and statement of 
source and use of funds. 

A lease/purchase analysis which shows that a 
financed purchase or capital lease is less 
costly to the organization than other leasing 
alternatives (See OMB Circular A-122.) 

 
Reimbursements will be limited to the least 

costly alternative. 
 



STATE OF HAWAII 
STATE PROCUREMENT OFFICE 

CHAPTER 103F, HRS – COST PRINCIPLES 
PURCHASES OF HEALTH AND HUMAN SERVICES 

 

SPO-H-201 (Revised 4/10)  6 
 

COST ITEM DESCRIPTION ALLOWABLE/UNALLOWABLE REMARKS 
 
CATEGORY B: 
OPERATING COSTS  
 
Lease/Rental of Equipment 

 
Lease rent of program 
equipment used for contractual 
services. 

 
Allowable with prior approval: 

Rental or lease cost in connection with the 
 program for office and program 

requirements. 
 
Unallowable: 

Security deposits. 
Loan payments made in connection with 
 purchase of equipment.  
 
 
 

 
Required Documentation: 

Schedule detailing item, purpose, cost and usage. 
Lease/rental agreement. 

 
CATEGORY B: 
OPERATING COSTS  
 
Lease/Rental of Motor Vehicles 

 
Motor vehicle lease costs 
related to contracted services. 

 
Allowable with prior approval: 
 Leasing costs of vehicles used directly in 
 connection with the program. 
 
Unallowable: 
 Security deposits. 

Loan payments made in connection with 
 purchase of vehicle. 
 
 

 
Required Documentation: 

Schedule detailing vehicle, purpose, cost and 
usage. 

Lease/rental agreement. 

 
CATEGORY B: 
OPERATING COSTS  
 
Lease/Rental of Space 
 
 
 

 
Lease rental of office and 
program facility space. 

 
Allowable with prior approval: 
 Lease rent paid for office and program 

requirements. 
 Common area charges. 
 
Unallowable: 
 Security deposits. 

Unused space. 
 
 
 
 
 
 

 
Required Documentation: 

Lease/rental agreement. 
 
Payments must be made to a third party and 

comparable to other properties in the area. 
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. 
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COST ITEM DESCRIPTION ALLOWABLE/UNALLOWABLE REMARKS 
 
CATEGORY B: 
OPERATING COSTS  
 
Mileage 

 
Travel allowances based on 
staff’s mileage actually 
incurred. 
 
Reimbursement to staff using 
their private vehicles for 
business related to the contract. 

 
Allowable: 

Mileage reimbursement not to exceed 
federal (IRS) allowances. 

 
Unallowable: 

Monthly auto allowances. 
Relocation costs. 
Reimbursement for personal use or non-

contract related mileage. 
 

 
Required Documentation: 
 

Schedule for mileage detailing position of staff, 
destination, purpose and total miles claimed. 

 
A record of business miles traveled for each trip 

using employees’ personal vehicle. 
 

 
CATEGORY B: 
OPERATING COSTS  
 
Postage, Freight and Delivery 
 

 
Mailing, shipping and delivery 
costs relating to the contract. 

 
Allowable: 

Postage stamps. 
Costs for mailing, e.g., certified mail. 
Delivery charges for goods purchased. 

 

 

 
CATEGORY B: 
OPERATING COSTS  
 
Program Activities 
 
 
 
 

 
All other cost items directly 
related to or required in order 
to deliver services to clients. 

 
Allowable with prior approval: 

e.g., client incentives, client excursions, 
training wages, and client/volunteer 
stipends. 

 

 
Required Documentation: 

A schedule detailing: 
1.  Description of program activity. 
2.  Frequency of activity. 
3.  Number of participants. 
4.  Cost per person. 

 
Restrictions: 

All program activities are limited to contract 
provisions; and costs must be incurred on 
behalf of clients. 

 
 
CATEGORY B: 
OPERATING COSTS  
 
Publication, Printing and 
Advertising 

 
Costs of printing and binding, 
and subscriptions. 
Costs of media services. 
Media advertising includes 
magazines, newspapers, radio 
and television programs, direct 
mail, exhibit, and the like. 
 

 
Allowable: 

Publications used directly in the program. 
Professional books and journals. 
Recruitment of personnel. 
Procurement of goods and services. 
Advertisements specifically required by 

contract.

 
Required Documentation: 

Schedule providing basis for estimating cost of 
postage, printing and copying. 

Schedule for subscriptions and publications 
detailing titles and costs. 
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COST ITEM DESCRIPTION ALLOWABLE/UNALLOWABLE REMARKS 
 
CATEGORY B: 
OPERATING COSTS  
 
Repairs and Maintenance 

 
Necessary maintenance, repair 
and upkeep of facilities, 
buildings and equipment. 

 
Allowable: 

Costs incurred for repair and maintenance of 
facilities and equipment, e.g., janitorial 
services, painting, plumbing and electrical 
repairs 

For leased space, allowed for lessee if 
responsibility by lessor is not specified in 
the rental agreement. 

 
Unallowable: 

Expenditures which will increase the life of 
a capital asset. 

 

 
 

 

 
CATEGORY B: 
OPERATING COSTS  
 
Staff Training 

 
Cost of preparation and 
maintenance of on-the-job, 
classroom and other training to 
increase the employees’ 
vocational effectiveness. 
 
Training for staff who provide 
direct service to recipients. 
Conference and workshops for 
the purpose of dissemination 
of technical information to 
improve the delivery of the 
service. 
 

 
Allowable: 

Registration and tuition costs. 
Costs of materials, including books. 
Out of State training, with prior approval. 
Training for administrative personnel with 

prior approval. 
 
Unallowable: 

Entertainment costs, e.g., office parties. 
Training courses taken by an employee to  
 acquire basic skills which should have 

been brought to the job, or to qualify for 
duties other than the position held. 

 

 
Required Documentation: 

Schedule detailing title of training, date, persons 
attending and purpose. 

 
CATEGORY B: 
OPERATING COSTS  
 
Subsistence/Per Diem 

 
Costs for room and board 
while on official travel status. 

 
Allowable: 

Subsistence or per diem rates may be used. 
 
Restriction: 
 Not to exceed State per diem allowances. 
 
Unallowable: 
 All tips and gratuities. 

 
Required Documentation: 

Travel policies and procedures. 
Receipts for subsistence payments. 

 
For overnight accommodations, room rates must 

be reasonable and ordinary in relation to 
accommodations within the surrounding area 
and type of accommodation. 
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COST ITEM DESCRIPTION ALLOWABLE/UNALLOWABLE REMARKS 
 
CATEGORY B: 
OPERATING COSTS  
 
Supplies 

 
Cost of materials and other 
consumable supplies necessary 
for the performance of the 
contract. 

 
Allowable: 
 Office supplies. 
 Motor vehicle supplies. 
 Educational supplies. 
 Medical supplies. 
 Recreational supplies. 
 Janitorial supplies. 
 Program supplies. 
 

 
 
 

 
CATEGORY B: 
OPERATING COSTS  
 
Telecommunication 

 
Cost of telephone service, 
equipment rentals, 
telefacsimile, and long 
distance charges. 
 
For telephone equipment 
purchases, see Equipment 
Purchases.  
 

 
Allowable: 

Normal monthly charges including 
telefacsimile lines. 

Inter-island calls. 
Long-distance mainland calls. 
Installation costs. 

 
Required Documentation: 

Schedule detailing phone installation, monthly 
rates, inter-island calls, number of lines and 
instruments to support budget request. 

 

 
CATEGORY B: 
OPERATING COSTS  
 
Transportation 

 
Cost of ground transportation 
while on official travel status. 

 
Allowable: 
 Taxi fare. 
 Bus fare. 
 Auto rentals. 
 Parking fees. 
 
Unallowable: 
 All tips and gratuities. 
 Parking tickets and fines. 
 

 
Required Documentation: 

Receipts. 

 
CATEGORY B: 
OPERATING COSTS  
 
Utilities 
 

 
Utility services. 

 
Allowable: 

Water/Sewer. 
Electricity. 
Gas. 
Refuse. 
 
 

 
Required Documentation: 

Schedule detailing monthly and annual costs for 
each item. 
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COST ITEM DESCRIPTION ALLOWABLE/UNALLOWABLE REMARKS 
 
CATEGORY C: 
EQUIPMENT 
 
Equipment Purchases 
 

 
Purchase of an item costing 
more than $250 $1,000 and 
having a useful life of more 
than one year 
 

 
Allowable with prior approval: 

Equipment required for the program, as per 
the State Department of Accounting and 
General Services’ accounting principles.

 
Required Documentation: 

Schedule detailing cost, use, and clear 
justification. 

 
Restrictions: 

Purchased equipment must be primarily for 
contracted services and critical to the delivery 
of services to the target population.  
Purchased equipment is the property of the 
State and may be collected upon termination 
of the contract. 

 
 
CATEGORY D: 
MOTOR VEHICLE 
 
Motor Vehicle Purchases 
 
 
 

 
Purchase of autos, vans, trucks 
and buses. 

 
Allowable with prior approval: 

Motor vehicles required for the program. 
 

Allowable with prior approval: 
New vehicle. 

 
Required Documentation: 

Schedule detailing cost, use, and clear 
justification. 

 
Restrictions: 

Purchased vehicle must be for contracted 
services and critical to the delivery of services 
to the target population.   Purchased motor 
vehicles are the property of the State and may 
be collected upon termination of the contract. 

 
 


