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HOUSTON HEALTH DEPARTMENT 
 

Bureau of HIV/STD and Viral Hepatitis Prevention 

BUDGET PREPARATION PACKAGE 
 

 

A. INTRODUCTION 

This section contains a budget summary and justification forms. Both must be completed 
carefully in accordance with the instructions in this section. The purpose of these budget 
worksheets is: 

 

• To provide justification for the full amount of the subrecipient request. 

• To allow HHD to verify that you have not included expenses deemed 
unallowable by the Centers for Disease Control and Prevention (CDC), the 
HHS Grants Policy Statement, Code of Federal Regulations 45 Part 75, and the 
Office of Management and Budget (OMB) Uniform Grant Guidance.  See 
Section D below for Summary of Unallowable Costs. 

• To allow HHD to verify that your administrative expenses adhere to the 15% 
administrative cap. 

• To demonstrate that the subrecipient has a reasonable methodology for 
allocating shared costs among the organization’s programs. 

 
Please be aware that you must provide justification for all proposed costs at the level of 
detail requested in the instructions below. 

 
Also included in this section are Guidelines for Determining Types of Costs (C) and a 
Summary of Unallowable Costs (D) which you must read and follow carefully. 

 
 

B. GENERAL PROVISIONS 
 

The following are general guidelines for completing your budget: 
 

1. The budget is comprised of both Budget Categories and Budget Line Items. 
 

Budget Categories are the major classifications of expense shown on the Budget 
Summary page: Personnel, Fringe Benefits, Travel, Equipment, Supplies, Other, 
Consultant/Contractual and Indirect Costs. 

 
Budget Line Items are the individual cost items within each budget category. For 
the Personnel category, for example, budget line items are the individual positions 
to be funded. The “Other” category includes such items as office or facility rent, 
postage and telephone. 
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2. The proposed budget is subject to an administrative cap of 15% of your total 

budget. The subrecipient must certify compliance with this requirement. Further 
guidance is provided in the Guidelines for Determining Types of Costs (C). The 
budget Summary Page has been pre-formatted with a budget line item called 
“Indirect Costs/Program Administration” that must be used when budgeting for 
administrative costs, both direct and indirect. 

 

3. No revenue-generating program activities may be included in the budget. 
 

4. A summary of unallowable costs is included in Section D of these instructions. 
 

5. Sections highlighted yellow must be completed. Information in cells 
highlighted blue is not to be changed. These cells have been pre-formatted 
with column header information that must not be changed or contain 
formulas that must not be altered. These formulas either perform various 
calculations or populate cells with entries from other areas of the budget 
form. 

 
 

C. GUIDELINES FOR DETERMINING TYPES OF COSTS 
 

There are two types of costs: program costs and administrative costs. Administrative costs 
can be direct or indirect, while all program costs are direct. 

 

1. Program costs are defined as the costs incurred for direct service delivery. These 
costs are normally only incurred as a direct result of providing a specific service to 
a client or his or her family members. 

 
Examples of program costs are: 

• salaries and related fringe benefits for staff who provide direct services to 
clients, their clinical supervisors, and other staff who directly support these 
individuals; 

• salaries and related fringe benefits of staff that enter client level data that 
documents all data needed for the provision of services, client follow-up 
and health status monitoring; 

• consultants who provide direct services to clients, supervise program staff, 
develop program materials, or perform other program functions; 

• program supplies such as educational materials, medical supplies, and other 
supplies that are used specifically for this program; 

• office supplies that directly support program activities such as folders for 
client charts; 

• travel costs for program clients and program staff; 

• printing and photocopying of medical forms, program materials, and other 
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materials used by or for program participants; 

• the portion of space and utilities expenses that are primarily utilized to 
provide medical and support services (e.g. counseling rooms, classrooms, 
pharmacy);   

• equipment used for direct service delivery; and 

• professional liability insurance associated with program staff. 
 

2. Administrative costs are defined as the costs incurred for usual and recognized 
overhead, including established indirect rates for agencies; management and 
oversight of specific programs funded under this title; and other types of program 
support such as quality assurance, quality control, and related activities. 
Administrative costs must not exceed 15% of your total budget. 

 
Examples of administrative costs are: 

• salaries and related fringe benefits for accounting, secretarial, and 
management staff, including those individuals who produce, review and 
sign monthly program and fiscal reports; 

• consultants who perform administrative, non-service delivery functions; 

• general office supplies; 

• travel costs for administrative and management staff; 

• general office printing and photocopying; 

• the portion of space and utilities used by administrative staff, space for 
general use, and shared spaces; 

• general liability insurance; and 

• audit fees. 
 

As mentioned above, administrative costs can be direct or indirect. Direct and 
indirect administrative costs combined must not exceed 15% of the budget. The 
budget Summary Page has been pre-formatted with a budget line item called 
“Indirect Costs/Program Administration” that must be used when budgeting for 
administrative costs, both direct and indirect. 

 

Both program and administrative costs, as defined above, can be direct costs if they 
are directly attributable to the program. 

 
3. Direct costs are costs that can be directly charged to the program and which are 

incurred in the provision of direct services. 
 

Examples of direct costs are: 
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• salaries and related fringe benefits for staff who charge their time directly, 
based on actual time worked, to the program or project for which they work; 

• expenses related to staff that are charged directly, including recruitment costs 
and travel expense; 

• telephone expenses related to a unique telephone number or an extension for 
which expenses can be determined and substantiated on an actual or allocated 
basis; 

• space costs and related expenses for facility space that is used only for funded 
activities, for which expenses can be determined and substantiated on an actual 
or allocated basis; 

• all program supplies, as defined above; and 

• other expenses that are both directly attributable to the program and consistently 
treated, on an agency-wide basis, as direct costs. 

 
4. Indirect costs are defined as the administrative costs that are incurred for common 

or joint activities that cannot be identified specifically with a project or program. 
 

Examples of indirect costs are: 

• salaries and related fringe benefits for staff who do not charge their time directly 
to specific individual programs and/or projects, either because of the nature of 
the position or because it is not realistic to allocate their salaries, on the basis 
of actual time worked, to numerous programs or projects funded by multiple 
sources; 

• expenses related to staff who are indirectly charged, including recruitment costs 
and travel expense; 

• telephone costs and space usage that is not designated solely to the program, for 
which actual expense cannot be determined and/or substantiated; and 

• other administrative expenses that are not specifically identified with the 
program. 

 
All indirect costs are normally pooled to create an indirect cost rate which is then 
applied to individual grant and contract-supported projects. The budget Summary 
Page has been pre-formatted with a budget line item called “Indirect Costs/Program 
Administration” that must be used when budgeting for administrative costs, both 
direct and indirect.  The inclusion of indirect cost will be permitted if your 
agency has a Negotiated Indirect Cost Rate Agreement (NICRA) approved 
by the US Department of Health and Human Services (DHHS). 
 
Indirect costs are calculated in several standard ways.  In some cases, an agency’s 
rate is determined without consideration of the costs of equipment and capital 
improvements.  If your indirect rate has been determined using this method, it 
must be applied in a consistent manner, that is, by applying it to your proposed 
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program costs less equipment and capital improvements.  Other methodologies 
are also used, but in all cases, you must apply your indirect cost rate to your 
program costs in a manner that is consistent with the way it was calculated on 
your NICRA. 

 
D. SUMMARY OF UNALLOWABLE COSTS 

 
Below is a summary of unallowable costs; it is not intended to be a complete or 
definitive listing.  Agencies are responsible for referring to the documents 
referenced below for complete guidelines. 

• payment for any item or service to the extent that payment has been made, or can 
reasonably be expected to be made, with respect to that item or service (a) under any 
state compensation program, under an insurance policy, or under any federal or state 
health benefits program;  or (b) by an entity that provides health services on a 
prepaid basis [section 2605(a)(4)], consequently, program activities that are revenue 
generating may not be included in the budget; 

• funds may not be used to pay an individual’s base salary in excess of Federal 
Executive Level II or $197,300; 

• administrative costs that exceed 15% of your total budget [section 2604(e)]; 

• purchase and/or improvement of land [section 2604(h)]; 

• purchase, construction or permanent improvement of any building or other facility 
[section 2604(h)]; 

• clinical trials;   

• syringe exchange [section 2678]; 

• the use of client incentives is not allowable unless pre-approved by HHD; incentives 
may not be in the form of cash and gift cards may not be in the form of a pre-paid 
credit card or redeemable for cash; recipients must not use gift card incentives to 
purchase alcohol, tobacco, illegal drugs or firearms; 
Note:  The use of gift cards as incentive for clients may be allowable with advance 
HHD approval.  

• costs associated with obtaining professional licensure or meeting program licensure 
requirements (e.g. Attorney Registration Fee, Notary Public License Fees, etc.); 

• legal services for criminal defense, or class action suits unrelated to access to 
services eligible for funding;  

• maintenance expense (tires, repairs, etc.) of a privately-owned vehicle or other costs 
associated with the vehicle, such as lease, or loan payment, insurance or license and 
registration fees; 

 
The following costs are not permitted under the HHS Grants Policy Statement, Code of 
Federal Regulations 45 Part 75, and the Office of Management and Budget (OMB): 

• local or state personal property taxes (residential property, private automobile, or any 
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other personal property against which taxes may be levied); 

• cash payments to clients;  

• funeral, burial, cremation and related expenses; 

• staff training - service-specific capacity development dollars in excess of 5% of the 
dollars contracted to provide the service; 

• vocational, employment or employment-readiness services; 

• clothing; 

• pet foods or other non-essential products; 

• household appliances;  

• pre-exposure prophylaxis; 

• post-exposure prophylaxis; 

• basic household items such as sheets, towels, blankets and kitchen utensils;  

• off-premises recreational and social activities or payment for a client’s gym; 

• non-targeted marketing promotions or advertising about HIV services that target the 
general public; 

• development of materials to promote or encourage injection drug use or sexual 
activity  

• bad debts; 

• capital improvements; 

• contingency provisions; 

• contributions and/or donations to others; 

• depreciation expenses as a direct cost and as related to federally-funded equipment; 

• entertainment costs; 

• Alcoholic beverages; 

• Selling and Marketing Costs; 

• fines, penalties, damages and other settlements; 

• interest expense; 

• lobbying costs; 

• refreshments; 

• stipends; and  

• taxes for which exemptions are available to the organization. 
 
Health and Human Services (HHS) expressly prohibits client meals. 
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HHS permits reasonable food costs associated with advisory board meetings as an 
administrative cost as follows:  

o A modest meal or lunch costing no more than $13.50 per person; or  
o Light refreshments consisting of breakfast or snack foods costing no more than 

$8.50 per person may be provided.  
 
In all other instances, nutritious snacks (e.g. granola bars, fruit, etc.) of negligible value (no 
more than $3.50 per client) may be considered program supplies.  
 

E. BUDGET JUSTIFICATION SECTION 
 

In the budget justification section, provide a clear and complete description that explains: 

• the purpose of each budget line item and how it is directly connected to the 
provision of a given service; and 

• the dollar amount requested for the item and the methodology* used to calculate 
the amount. 

 
*Acceptable allocation methodologies are as follows: 

• Full-time Equivalents (FTEs) of the contract as a percentage of total agency FTEs; 

• Contract budget as a percentage of total agency budget; 

• Total budgeted salaries on the contract as a percentage of total agency salaries; and 

• Total services on the contract as a percentage of total similar services provided by 
the agency. 

 
The above allocation methodologies may only be applicable to certain budget lines. The 
allocation methodology used for the contract must be consistent with your organization’s 
internal accounting practices and acceptable to your auditors. 

 
Several forms have been provided in this package that includes sections for a short 
descriptive justification for each budget category. Your justification must include all the 
proposed budget line items within that budget category. For example, the justification for 
“Personnel” must include a description of each position to be funded under the contract. 
 
The justification for “Other” should include individual line items such as office rent, 
postage, telephone, etc. Use the same budget categories from the budget page in writing 
the narrative: Personnel, Fringe Benefits, Travel, Equipment, Supplies, Other and 
Consultant/Contractual. 

 
Specific instructions for each budget category are as follows: 

 
1. Personnel: 

 

A form for the personnel budget category is included in the budget preparation 
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package. 
 

On the form, describe each position. The following must also be included on the 
budget form for each position: 

• the exact title of each position; 

• the last name of the individual filling the position; 
NOTE: If the position is vacant, label it as such and include the date you 
expect it to be filled. 

• the annual salary of the individual; 
NOTE: If a salary increase is scheduled to go into effect during the period 
covered by the budget, indicate both salary levels and the number of months 
for each; for example, $25,000 (9 months) / $25,750 (3 months). 

• the full-time equivalent (FTE) of the position (the amount of time the 
individual will devote to the program); 

NOTE: This value should be in decimals. Example: if a 40-hour workweek 
constitutes full-time employment in your agency, then a full-time employee 
who works all 40 hours on this program would be 1.00 FTE. An employee 
who works a total of 20 hours per week on the program would be .50 FTE. 

• number of months the employee is expected to work on the program; and 

• amount of funding requested. 
 

2. Fringe Benefits: 
 

A form for your fringe benefits calculations appears in the budget preparation 
package. 

 
On the form, itemize all components of the fringe benefit rate. Applicable 
components must be detailed by percent of salary expense, not by dollars expended. 
 
The fringe benefits form must also include a sentence that states that the rate is 
applied equally to all personnel line items or, if this is not the case, how the rate 
applies (i.e. “… applies equally to all personnel line items except...”). 

 
3. Travel: 

 

A form for the travel budget category appears in the budget preparation package. 
Client travel should be shown on the form separately from staff travel with the 
mode of transportation (public transport, taxi/car service, etc.) itemized within 
each. Each line item justification should include purpose of travel, and the 
methodology used to calculate each cost. All travel must be directly related to 
accomplishing the objectives of the program. There should be a direct correlation 
between client travel costs and the proposed number of service encounters. 

 
The justification must include: 
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• the amount requested for each line item; 

• the mode of transportation (i.e. public transportation, taxi/car service, etc.) 
itemized separately; 

• sufficient information to clearly show how the travel costs were determined or 
the methodology used; for example, 300 round trips via public transportation 
@ $4.50 = $1,350.00; 10 trips via car service for clients too ill to travel via 
public transportation @ approximately $5.00 = $50.00; 

• where not obvious, the destination and purpose of the travel; and 

• the total amount requested for this category. 

4. Equipment: 
 

A form for the equipment justification appears in the budget preparation package. 
 

Equipment is defined as any single item with a useful life of more than one year 
and an acquisition cost that equals or exceeds the lesser of (a) the capitalization 
level established by your agency for financial statement purposes, or (b) $5,000. 
The narrative should list each specific item of equipment with purchase price and 
should indicate the purpose of the equipment and who will use it. A brief purchase 
vs. lease analysis must also be included for any item with a unit cost of $5,000 or 
more. 

 
Please note that equipment may only be included in the budget to the extent that it 
is used by the funded program. If, for example, a proposed photocopier will also 
be used by other agency programs, only a prorated share of the total cost of the 
photocopier may be included in the budget. 

 
The equipment form must include: 

• a listing of each item and the purchase price; 

• the proposed use of the equipment, and by whom; 

• the percentage of use in support of the proposed program; and 

• the total amount requested for this category. 
 

Please note the purchase of any equipment valued at $25,000 or more per unit 
(not aggregate purchases) must be submitted to HHD for pre-approval before a 
purchase can be made. This provision applies regardless if the HHD program 
funding will cover the full purchase price or a portion of the cost. In addition, 
all vehicle purchase requests, regardless of cost, will require pre-approval from 
HHD. 

 

5. Supplies: 
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A form for the supplies justification appears in the budget preparation package. 
 

Supplies should be grouped into two main categories: those that relate to the 
number of clients being served, such as educational and medical supplies, and those 
that do not, such as computer software and office supplies. In this budget 
justification you will need to itemize the cost of all supplies. 

 
The justification must include: 

• the amount requested for each budget category; 

• a direct correlation between direct client-related supply costs and the proposed 
number of units of service; 

• sufficient information to clearly show how the supply costs were determined; 
and 

• the total amount requested for this category. 
 

6. Other: 
 

A form for the “other” costs justification appears in the budget preparation package.  
This category should include items such as office/facility rent, space cost, utilities, 
postage, telephone, etc. A description and amount must be included for each line 
item identified in this category. 

 
The justification must include: 

• the total amount requested for each budget line item; 

• sufficient information to clearly show how the costs were determined; and 

• the total amount requested for this budget category. 
 

7. Consultant: 
 

A form for the consultant/contractual justification appears in the budget preparation 
package. 

 
In this budget section, you will need to include brief scopes of work for all 
consultants and state how each consultancy assists the agency in meeting the 
program’s service delivery objectives. The following must also be included for 
each consultancy: 

• the generic type of service to be provided by the consultant (i.e. direct client 
service delivery, staff training, etc.); 

• the name of the individual or organization (if known); 
NOTE: Individuals employed by your agency can not serve as consultants 
to this program. 

• the rate to be paid for the services to be provided; 



Revised 11/20/2020 Bureau of HIV/STD and Viral Hepatitis Prevention 
Page 11 of 11 Budget Preparation Package  

• the time frame for the consultancy; 

• amount requested; and 
NOTE: This should be calculated by multiplying the consultant’s pay rate 
by the time dedicated to the program. If you use some other methodology, 
you must indicate what it is and why you used it. 

• the total amount requested for this budget category. 
 

8. Contractual: 
 

If you are proposing to subcontract with another organization, you must state the 
name of the subcontractor and the purpose of the subcontract on the consultant 
page. In addition, for each subcontracted organization, you must attach a complete 
budget package that includes all budget forms; a certification of maximum 
administrative cost signed by the subcontractor’s Agency Head, Senior 
Administrator or Fiscal Manager. All subcontracts are subject to the Houston 
Health Department approval. 

 
9. Budget Summary: 

 

Once you have completed the individual budget pages, the bottom-line total of each 
budget category (i.e. Personnel Services, Fringe Benefits, Travel, Supplies etc.) will 
automatically be transferred to the Budget Summary page. The only manual entry 
required on the Summary Page is “Indirect Costs/Program Administration”. 

 
The budget Summary Page has been pre-formatted with a budget line item called 
“Indirect Costs/Program Administration” that must be used when budgeting for 
administrative costs, both direct and indirect. 

 

10. Administrative Cost Certification: 
 

Once you have confirmed that your administrative costs do not exceed 15%, the 
Certification of Maximum Administrative Cost must be signed by your Senior 
Administrator or Fiscal Manager. 
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