
2 C.F.R. § 200.449
Interest.

(a) General. Costs incurred for interest on borrowed capital, temporary use of endowment funds, or the use of
the non-Federal entity's own funds, however represented, are unallowable. Financing costs (including
interest) to acquire, construct, or replace capital assets are allowable, subject to the conditions in this
section.

(b) Capital assets. (1) Capital assets is defined as noted in § 200.1 of this part. An asset cost includes (as
applicable) acquisition costs, construction costs, and other costs capitalized in accordance with GAAP.

(2) For non-Federal entity fiscal years beginning on or after January 1, 2016, intangible assets include patents
and computer software. For software development projects, only interest attributable to the portion of the
project costs capitalized in accordance with GAAP is allowable.

(c) Conditions for all non-Federal entities. (1) The non-Federal entity uses the capital assets in support of
Federal awards;

(2) The allowable asset costs to acquire facilities and equipment are limited to a fair market value available to
the non-Federal entity from an unrelated (arm's length) third party.

(3) The non-Federal entity obtains the financing via an arm's-length transaction (that is, a transaction with an
unrelated third party); or claims reimbursement of actual interest cost at a rate available via such a transaction.
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