ESSENTIAL COST PRINCIPLES

Allowable Costs

* Necessary

e Directly beneifical

e Follows Purdue and Sponsor Guidelines
e Treated consistently

Allocable Costs

« Expenses must be assigned based on the
benefit received by each project

« Each project pays its fair share

e Costs must be proportionally and clearly
allocated

Allocation methods
Usage-based - Split by actual use.
Time-based - Divided by time used.
ltem-based - Based on items required.
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Reasonable Costs

» Appropriate

Necessary

Not excessive expenses

Reflects sound decision-making

Justify every cost to meet project needs
without excess

Cost principles ensure every step-from hiring staff to
purchasing supplies-is aligned with your project’s goals,
sponsor requirements, and Purdue’s policies.

By focusing on allowable, allocable, and reasonable costs,
you're not just managing a budget; you're building a foundation
for research excellence.

@ PURDUE

UNIVERSITY.



