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Overview

This guide explains the criteria, budgeting steps, and cost-allowability rules for fabricated equipment on
sponsored projects. It provides a framework for identifying capitalizable components versus non-allowable
expenses to ensure compliance with indirect cost requirements and university property standards.

Important

Departments must be prepared to justify the capitalization of fabricated equipment if audited.

What is Fabricated Equipment?

Fabricated equipment is scientific or other complex
equipment built from multiple individual components
into a single functional unit. It is capitalized as one
asset when it meets all the following criteria:

e Total Cost: The combined cost of all components
exceeds $5,000.

e |ntegrated Unit: All components function
together as a singular unit and will be disposed
of collectively. Individual parts cannot be used
independently from the main unit.

e Physical Nature: The final productis a complete,
free-standing asset that does not lose its identity
when attached to other property.

e Useful Life: The equipment has an expected
useful life of more than one year.

The need to fabricate equipment typically arises
when suitable equipment cannot be purchased
commercially or when existing equipment needs
additional, new functionality.

What is NOT Fabricated Equipment?

The following do not qualify as fabricated equipment:

e Standard items that are simply altered or
customized for a project.

e Systems created by connecting individual
components that can function independently,
such as networking computers and servers.

e Components costing over $5,000 that are not
physically attached or can function on their own;
these should be treated as stand-alone capital
equipment. Components under $5,000 should be
categorized as “supplies and materials”.

e Experimental equipment built as the primary
purpose of a sponsored project.

e Acomputer, unless itis purchased specifically to
run the fabricated equipment, is used strictly for
that purpose, and the equipment cannot function
without it.

Costing Fabricated Equipment: Includable vs. Excludable Costs

When budgeting for fabricated equipment, it’s crucial to distinguish between costs that can be capitalized as
part of the equipment’s value (and are exempt from indirect costs) and those that cannot be.
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Proposal and Award Procedures

1. The Principal Investigator (Pl), with their department administrator, identifies the need for fabricated
equipment during proposal preparation.

2. The Pl must complete and submit the Fabricated Equipment Questionnaire to their assigned Research and
Sponsored Programs Grants/Contracts Specialist.

3. Ensure all costs associated with the fabricated equipment are listed in the budget category excluded from
the Modified Total Direct Cost (MTDC) base to prevent indirect costs from being applied.

4. Once the award is funded, follow the specific instructions provided by Research Financial Services for
managing the project finances.

Costs That MAY Be Included in Fabricated Costs That MAY NOT Be Included in
Equipment Fabricated Equipment
Materials, Supplies, and Services: Costs for parts, Labor: Salaries for the Pl, graduate student
materials, and services from outside vendors researchers, or other university personnel who work
or internal recharge centers used directly in the on the fabrication process. These costs ARE subject to
fabrication. indirect costs.

Software: If the software's sole use is for the
equipment and the equipment would not function
without it.

Repairs and Maintenance: Costs for general repairs,
maintenance, replacement parts, and spare parts.

Initial Maintenance Contract: A maintenance
contract for a sub-component is allowable, but only
for the first year and only if it is in place when the
assetis first used.

Testing for Research: Costs for testing to see if the
item produces intended results or to gather data for
research purposes.

Modification Costs: Costs to modify existing
equipment if it adds substantial new functionality Post-Use Modifications: Modification costs incurred
(not just expanding existing functionality). after the equipment has been used or deployed for
Modifications to the fabricated equipment itself are | research are not allowed.

only allowable before its initial use for research.

Installation Costs: Costs directly related to installing
the equipment to ensure it functions properly before
its initial use.

Cannibalized Parts: Parts taken from an existing, fully
depreciated university asset.

Testing for Assembly: Costs for testing that is done

sl EEnm e CeuTpnee ies Eeem sssamisles Travel for Research/Design: Travel costs to support

research or to discuss design issues.

properly.

Prorated Travel: If a trip supports both testing for Ancillary Supplies: Supplies that do not become a
proper assembly and research, the travel costs must | permanent part of the equipment, such as tools,
be prorated between the two activities. books, or test equipment.
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