
2 C.F.R. § 200.436
Depreciation.

(a) Depreciation is the method for allocating the cost of fixed assets to periods benefitting from asset use. The
non-Federal entity may be compensated for the use of its buildings, capital improvements, equipment,
and software projects capitalized in accordance with GAAP, provided that they are used, needed in the non-
Federal entity's activities, and properly allocated to Federal awards. Such compensation must be made by
computing depreciation.

(b) The allocation for depreciation must be made in accordance with Appendices III through IX.

(c) Depreciation is computed applying the following rules. The computation of depreciation must be based on
the acquisition cost of the assets involved. For an asset donated to the non-Federal entity by a third party,
its fair market value at the time of the donation must be considered as the acquisition cost. Such assets may
be depreciated or claimed as matching but not both. For the computation of depreciation, the acquisition
cost will exclude:
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