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OMB Regulations related to Timekeeping
2 CFR 220 Cost Principles [formerly OMB Circular A‐21]
Cost Principles for Educational Institutions, Appendix A to Part 220—Principles for
Determining Costs Applicable to Grants, Contracts, and Other Agreements With Educational
Institutions, General Provisions for Selected Items of Cost
10. Compensation for personal services.
b. Payroll distribution.
(1) General Principles.
(a) The distribution of salaries and wages, whether treated as direct or F&A costs, will be based
on payrolls documented in accordance with the generally accepted practices of colleges and
universities. Institutions may include in a residual category all activities that are not directly
charged to sponsored agreements, and that need not be distributed to more than one activity
for purposes of identifying F&A costs and the functions to which they are allocable. The
components of the residual category are not required to be separately documented.
(b) The apportionment of employees’ salaries and wages which are chargeable to more than
one sponsored agreement or other cost objective will be accomplished by methods which
will—
(1) Be in accordance with Sections A.2 and C of this Appendix;
(2) Produce an equitable distribution of charges for employee’s activities; and
(3) Distinguish the employees’ direct activities from their F&A activities.
(c) In the use of any methods for apportioning salaries, it is recognized that, in an academic
setting, teaching, research, service, and administration are often inextricably intermingled. A
precise assessment of factors that contribute to costs is not always feasible, nor is it expected.
Reliance, therefore, is placed on estimates in which a degree of tolerance is appropriate.
(d) There is no single best method for documenting the distribution of charges for personal
services. Methods for apportioning salaries and wages, however, must meet the criteria
specified in subsection J.10.b.(2) of this Appendix. Examples of acceptable methods are
contained in subsection c. Other methods that meet the criteria specified in subsection
J.10.b.(2) of this Appendix also shall be deemed acceptable, if a mutually satisfactory
alternative agreement is reached.
(2) Criteria for Acceptable Methods.
(a) The payroll distribution system will be incorporated into the official records of the
institution; reasonably reflect the activity for which the employee is compensated by the
institution; and encompass both sponsored and all other activities on an integrated basis, but
may include the use of subsidiary records. (Compensation for incidental work described in
subsection a need not be included.)
(b) The method must recognize the principle of after‐the‐fact confirmation or determination so
that costs distributed represent actual costs, unless a mutually satisfactory alternative
agreement is reached. Direct cost activities and F&A cost activities may be confirmed by
responsible persons with suitable means of verification that the work was performed.
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Confirmation by the employee is not a requirement for either direct or F&A cost activities if
other responsible persons make appropriate confirmations.
2 CFR 220
(c) The payroll distribution system will allow confirmation of activity allocable to each
sponsored agreement and each of the categories of activity needed to identify F&A costs and
the functions to which they are allocable. The activities chargeable to F&A cost categories or
the major functions of the institution for employees whose salaries must be apportioned (see
subsection J.10.b.(1)(b) of this Appendix), if not initially identified as separate categories, may
be subsequently distributed by any reasonable method mutually agreed to, including, but not
limited to, suitably conducted surveys, statistical sampling procedures, or the application of
negotiated fixed rates.
(d) Practices vary among institutions and within institutions as to the activity constituting a full
workload. Therefore, the payroll distribution system may reflect categories of activities
expressed as a percentage distribution of total activities.
(e) Direct and F&A charges may be made initially to sponsored agreements on the basis of
estimates made before services are performed. When such estimates are used, significant
changes in the corresponding work activity must be identified and entered into the payroll
distribution system. Short‐term (such as one or two months) fluctuation between workload
categories need not be considered as long as the distribution of salaries and wages is
reasonable over the longer term, such as an academic period.
(f) The system will provide for independent internal evaluations to ensure the system’s
effectiveness and compliance with the above standards.
(g) For systems which meet these standards, the institution will not be required to provide
additional support or documentation for the effort actually performed.
c. Examples of Acceptable Methods for Payroll Distribution:
(1) Plan‐Confirmation: Under this method, the distribution of salaries and wages of professorial and
professional staff applicable to sponsored agreements is based on budgeted, planned, or assigned
work activity, updated to reflect any significant changes in work distribution. A plan‐confirmation
system used for salaries and wages charged directly or indirectly to sponsored agreements will
meet the following standards:
(a) A system of budgeted, planned, or assigned work activity will be incorporated into the
official records of the institution and encompass both sponsored and all other activities on an
integrated basis. The system may include the use of subsidiary records.
(b) The system will reasonably reflect only the activity for which the employee is compensated
by the institution (compensation for incidental work described in subsection a need not be
included). Practices vary among institutions and within institutions as to the activity
constituting a full workload. Hence, the system will reflect categories of activities expressed as
a percentage distribution of total activities. (See Section H of this Appendix for treatment of
F&A costs under the simplified method for small institutions.)
(c) The system will reflect activity applicable to each sponsored agreement and to each
category needed to identify F&A costs and the functions to which they are allocable. The
system may treat F&A cost activities initially within a residual category and subsequently
determine them by alternate methods as discussed in subsection J.10.c.(2)(c) of this Appendix.
(d) The system will provide for modification of an individual’s salary or salary distribution
commensurate with a significant change in the employee’s work activity. Short‐term (such as
2012 Financial and Grants Management Institute

Page 2 of 8

Staff Timesheets: Requirements and Issues
Handout 2
one or two months) fluctuation between workload categories need not be considered as long
as the distribution of salaries and wages is reasonable over the longer term, such as an
2 CFR 220
academic period. Whenever it is apparent that a significant change in work activity that is
directly or indirectly charged to sponsored agreements will occur or has occurred, the change
will be documented over the signature of a responsible official and entered into the system.
(e) At least annually a statement will be signed by the employee, principal investigator, or
responsible official(s) using suitable means of verification that the work was performed, stating
that salaries and wages charged to sponsored agreements as direct charges, and to residual,
F&A cost or other categories are reasonable in relation to work performed.
(f) The system will provide for independent internal evaluation to ensure the system’s integrity
and compliance with the above standards.
(g) In the use of this method, an institution shall not be required to provide additional support
or documentation for the effort actually performed.
(2) After‐the‐fact Activity Records: Under this system the distribution of salaries and wages by the
institution will be supported by activity reports as prescribed below.
(a) Activity reports will reflect the distribution of activity expended by employees covered by
the system (compensation for incidental work as described in subsection a need not be
included).
(b) These reports will reflect an after‐the‐fact reporting of the percentage distribution of
activity of employees. Charges may be made initially on the basis of estimates made before the
services are performed, provided that such charges are promptly adjusted if significant
differences are indicated by activity records.
(c) Reports will reasonably reflect the activities for which employees are compensated by the
institution. To confirm that the distribution of activity represents a reasonable estimate of the
work performed by the employee during the period, the reports will be signed by the
employee, principal investigator, or responsible official(s) using suitable means of verification
that the work was performed.
(d) The system will reflect activity applicable to each sponsored agreement and to each
category needed to identify F&A costs and the functions to which they are allocable. The
system may treat F&A cost activities initially within a residual category and subsequently
determine them by alternate methods as discussed in subsection J.10.b.(2)(c) of this Appendix.
(e) For professorial and professional staff, the reports will be prepared each academic term, but
no less frequently than every six months. For other employees, unless alternate arrangements
are agreed to, the reports will be prepared no less frequently than monthly and will coincide
with one or more pay periods.
(f) Where the institution uses time cards or other forms of after‐the‐fact payroll documents as
original documentation for payroll and payroll charges, such documents shall qualify as records
for this purpose, provided that they meet the requirements in subsections J.10.c.(2)(a) through
(e) of this Appendix.
(3) Multiple Confirmation Records: Under this system, the distribution of salaries and wages of
professorial and professional staff will be supported by records which certify separately for direct
and F&A cost activities as prescribed below.
(a) For employees covered by the system, there will be direct cost records to reflect the
distribution of that activity expended which is to be allocable as direct cost to each sponsored
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agreement. There will also be F&A cost records to reflect the distribution of that activity
to 220
F&A
2 CFR
costs. These records may be kept jointly or separately (but are to be certified separately, see
below).
(b) Salary and wage charges may be made initially on the basis of estimates made before the
services are performed, provided that such charges are promptly adjusted if significant
differences occur.
(c) Institutional records will reasonably reflect only the activity for which employees are
compensated by the institution (compensation for incidental work as described in subsection a
need not be included).
(d) The system will reflect activity applicable to each sponsored agreement and to each
category needed to identify F&A costs and the functions to which they are allocable.
(e) To confirm that distribution of activity represents a reasonable estimate of the work
performed by the employee during the period, the record for each employee will include:
(1) The signature of the employee or of a person having direct knowledge of the work,
confirming that the record of activities allocable as direct costs of each sponsored
agreement is appropriate; and,
(2) The record of F&A costs will include the signature of responsible person(s) who use
suitable means of verification that the work was performed and is consistent with the
overall distribution of the employee’s compensated activities. These signatures may all be
on the same document.
(f) The reports will be prepared each academic term, but no less frequently than every six
months.
(g) Where the institution uses time cards or other forms of after‐the‐fact payroll documents as
original documentation for payroll and payroll charges, such documents shall qualify as records
for this purpose, provided they meet the requirements in subsections J.10.c.(3)(a) through (f) of
this Appendix.
d. Salary rates for faculty members.
(1) Salary rates for academic year. Charges for work performed on sponsored agreements by
faculty members during the academic year will be based on the individual faculty member’s regular
compensation for the continuous period which, under the policy of the institution concerned,
constitutes the basis of his salary. Charges for work performed on sponsored agreements during all
or any portion of such period are allowable at the base salary rate. In no event will charges to
sponsored agreements, irrespective of the basis of computation, exceed the proportionate share of
the base salary for that period. This principle applies to all members of the faculty at an institution.
Since intra‐university consulting is assumed to be undertaken as a university obligation requiring no
compensation in addition to full‐time base salary, the principle also applies to faculty members
who function as consultants or otherwise contribute to a sponsored agreement conducted by
another faculty member of the same institution. However, in unusual cases where consultation is
across departmental lines or involves a separate or remote operation, and the work performed by
the consultant is in addition to his regular departmental load, any charges for such work
representing extra compensation above the base salary are allowable provided that such consulting
arrangements are specifically provided for in the agreement or approved in writing by the
sponsoring agency.
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(2) Periods outside the academic year.
2 CFR 220
(a) Except as otherwise specified for teaching activity in subsection J.10.d.(2)(b) of this
Appendix, charges for work performed by faculty members on sponsored agreements during
the summer months or other period not included in the base salary period will be determined
for each faculty member at a rate not in excess of the base salary divided by the period to
which the base salary relates, and will be limited to charges made in accordance with other
parts of this section. The base salary period used in computing charges for work performed
during the summer months will be the number of months covered by the faculty member’s
official academic year appointment.
(b) Charges for teaching activities performed by faculty members on sponsored agreements
during the summer months or other periods not included in the base salary period will be based
on the normal policy of the institution governing compensation to faculty members for teaching
assignments during such periods.
(3) Part‐time faculty. Charges for work performed on sponsored agreements by faculty members
having only part‐time appointments will be determined at a rate not in excess of that regularly paid
for the part‐time assignments. For example, an institution pays $5000 to a faculty member for half‐
time teaching during the academic year. He devoted one‐half of his remaining time to a sponsored
agreement. Thus, his additional compensation, chargeable by the institution to the agreement,
would be one‐half of $5000, or $2500.

2012 Financial and Grants Management Institute

Page 5 of 8

Staff Timesheets: Requirements and Issues
Handout 2

2 CFR 225 Cost Principles [formerly A‐87]
Cost Principles for State, Local, and Indian Tribal Governments, Appendix B, Selected Items of
Cost
8. Compensation for personal services.
h. Support of salaries and wages. These standards regarding time distribution are in addition to the
standards for payroll documentation.
(1) Charges to Federal awards for salaries and wages, whether treated as direct or indirect costs,
will be based on payrolls documented in accordance with generally accepted practice of the
governmental unit and approved by a responsible official(s) of the governmental unit.
(2) No further documentation is required for the salaries and wages of employees who work in a
single indirect cost activity.
(3) Where employees are expected to work solely on a single Federal award or cost objective,
charges for their salaries and wages will be supported by periodic certifications that the employees
worked solely on that program for the period covered by the certification. These certifications will
be prepared at least semi‐annually and will be signed by the employee or supervisory official
having first hand knowledge of the work performed by the employee.
(4) Where employees work on multiple activities or cost objectives, a distribution of their salaries
or wages will be supported by personnel activity reports or equivalent documentation which meets
the standards in subsection 8.h.(5) of this appendix unless a statistical sampling system (see
subsection 8.h.(6) of this appendix) or other substitute system has been approved by the cognizant
Federal agency. Such documentary support will be required where employees work on:
(a) More than one Federal award,
(b) A Federal award and a non‐Federal award,
(c) An indirect cost activity and a direct cost activity,
(d) Two or more indirect activities which are allocated using different allocation bases, or
(e) An unallowable activity and a direct or indirect cost activity.
(5) Personnel activity reports or equivalent documentation must meet the following standards:
(a) They must reflect an after‐the‐fact distribution of the actual activity of each employee,
(b) They must account for the total activity for which each employee is compensated,
(c) They must be prepared at least monthly and must coincide with one or more pay periods,
and
(d) They must be signed by the employee.
(e) Budget estimates or other distribution percentages determined before the services are
performed do not qualify as support for charges to Federal awards but may be used for interim
accounting purposes, provided that:
(i) The governmental unit’s system for establishing the estimates produces reasonable
approximations of the activity actually performed;
(ii) At least quarterly, comparisons of actual costs to budgeted distributions based on the
monthly activity reports are made. Costs charged to Federal awards to reflect adjustments
made as a result of the activity actually performed may be recorded annually if the
quarterly comparisons show the differences between budgeted and actual costs are less
than ten percent; and
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(iii) The budget estimates or other distribution percentages are revised at least quarterly,
if necessary, to reflect changed circumstances.
(6) Substitute systems for allocating salaries and wages to Federal awards may be used in place of
activity reports. These systems are subject to approval if required by the cognizant agency. Such
systems may include, but are not limited to, random moment sampling, case counts, or other
quantifiable measures of employee effort.
(a) Substitute systems which use sampling methods (primarily for Temporary Assistance to
Needy Families (TANF), Medicaid, and other public assistance programs) must meet acceptable
statistical sampling standards including:
(i) The sampling universe must include all of the employees whose salaries and wages are to
be allocated based on sample results except as provided in subsection 8.h.(6)(c) of this
appendix;
(ii) The entire time period involved must be covered by the sample; and
(iii) The results must be statistically valid and applied to the period being sampled.
(b) Allocating charges for the sampled employees’ supervisors, clerical and support staffs, based
on the results of the sampled employees, will be acceptable.
(c) Less than full compliance with the statistical sampling standards noted in subsection
8.h.(6)(a) of this appendix may be accepted by the cognizant agency if it concludes that the
amounts to be allocated to Federal awards will be minimal, or if it concludes that the system
proposed by the governmental unit will result in lower costs to Federal awards than a system
which complies with the standards.
(7) Salaries and wages of employees used in meeting cost sharing or matching requirements of
Federal awards must be supported in the same manner as those claimed as allowable costs under
Federal awards.
i. Donated services.
(1) Donated or volunteer services may be furnished to a governmental unit by professional and
technical personnel, consultants, and other skilled and unskilled labor. The value of these services
is not reimbursable either as a direct or indirect cost. However, the value of donated services may
be used to meet cost sharing or matching requirements in accordance with the provisions of the
Common Rule.
(2) The value of donated services utilized in the performance of a direct cost activity shall, when
material in amount, be considered in the determination of the governmental unit’s indirect costs or
rate(s) and, accordingly, shall be allocated a proportionate share of applicable indirect costs.
(3) To the extent feasible, donated services will be supported by the same methods used by the
governmental unit to support the allocability of regular personnel services.
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2 CFR 230 Cost Principles [formerly OMB Circular A‐122]
Cost Principles for Non‐Profit Organizations, Appendix B. Selected Items of Cost
8. Compensation for personal services.
m. Support of salaries and wages.
(1) Charges to awards for salaries and wages, whether treated as direct costs or indirect costs, will
be based on documented payrolls approved by a responsible official(s) of the organization. The
distribution of salaries and wages to awards must be supported by personnel activity reports, as
prescribed in subparagraph 8.m.(2) of this appendix, except when a substitute system has been
approved in writing by the cognizant agency. (See subparagraph E.2 of Appendix A to this part.)
(2) 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 awards. In addition, in order to support the allocation of indirect costs, such reports
must also be maintained for other employees whose work involves two or more functions or
activities if a distribution of their compensation between such functions or activities is needed in
the determination of the organization’s indirect cost rate(s) (e.g., an employee engaged part‐time
in indirect cost activities and part‐time in a direct function). Reports maintained by non‐profit
organizations to satisfy these requirements must meet the following standards:
(a) The reports must reflect an after‐the‐fact determination of the actual activity of each
employee. Budget estimates (i.e., estimates determined before the services are performed) do
not qualify as support for charges to awards.
(b) Each report must account for the total activity for which employees are compensated and
which is required in fulfillment of their obligations to the organization.
(c) 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.
(d) The reports must be prepared at least monthly and must coincide with one or more pay
periods.
(3) Charges for the salaries and wages of nonprofessional employees, in addition to the supporting
documentation described in subparagraphs (1) and (2), must also be supported by records
indicating the total number of hours worked each day maintained in conformance with
Department of Labor regulations implementing the Fair Labor Standards Act (FLSA) (29 CFR part
516). For this purpose, the term ‘‘nonprofessional employee’’ shall have the same meaning as
‘‘nonexempt employee,’’ under FLSA.
(4) Salaries and wages of employees used in meeting cost sharing or matching requirements on
awards must be supported in the same manner as salaries and wages claimed for reimbursement
from awarding agencies.
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