Real Property Expenditures under the State Vocational Rehabilitation (VR) Services Program				 		(4/21/2026)	

This document is for technical assistance purposes only. It does not address every Federal requirement related to the cost categories below. It is the recipient’s responsibility to ensure that any funds expended for such purposes meet all State and Federal requirements.
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	Subject
	Rearrangement and Reconversion Costs
	Maintenance and Repair Costs (M&R)
	Minor Remodeling
	Capital Improvements (Construction and Establishment Authority)

	Definition
	· Costs incurred for ordinary and normal rearrangement and alteration of facilities are allowable as indirect costs.
· Costs for Special arrangements and alterations incurred specifically for a Federal award are allowable as a direct cost with the prior approval of the Federal awarding agency.
· Costs incurred in the restoration or rehabilitation of the non-Federal entity's facilities to approximately the same condition existing immediately prior to commencement of Federal awards, less costs related to normal wear and tear, are allowable.
	· Costs incurred for… security, necessary maintenance… repair, or upkeep of buildings and equipment (including Federal property unless otherwise provided for) which neither add to the permanent value of the property nor appreciably prolong its intended life but keep it in an efficient operating condition.

	· Minor alterations in a previously completed facilities project. The term also includes the extension of utility lines, such as water and electricity, from points beyond the confines of the space in which the minor remodeling is undertaken but within the confines of the previously completed facility. 
· Does not include construction or renovation, structural alterations to buildings, facilities maintenance, repairs, or the purchase of equipment.
	· Expenditures to acquire capital assets or expenditures to make additions, improvements, modifications, replacements, rearrangements, reinstallations, renovations, or alterations to capital assets that materially increase their value or useful life.
· Capital assets are tangible or intangible assets used in operations having a useful life of more than one year which are capitalized in accordance with Generally Accepted Accounting Principles (GAAP).
· Rehabilitation Act only allows for capital expenditures under the establishment and construction authorities.

	Considerations
	· Does not include rearrangement or reconversion costs that materially increase the capital asset’s value or useful life.
· Rearrangement usually moves existing items to a new layout within the confined space, without necessarily changing the nature of the asset itself.
	Ordinary repairs and maintenance are not capital expenditures.

	Limited to non-structural modifications that adapt existing space for grant-related use without adding capacity, extending useful life or increasing value materially. Can include extension of utilities from within the building to the space occupied by the recipient.
	· Includes land and buildings (facilities), whether acquired by purchase, construction, manufacture, lease-purchase, exchange, or through capital leases.


	Accounting Treatment
	Ordinary and normal rearrangement treated as indirect costs. Special rearrangement only treated as direct costs with Prior Approval of the Federal awarding agency. 
	· Both maintenance and repair costs are considered operating expenses as their incurrence does not extend the life of the underlying asset.
· Costs are allowable only to the extent not paid through rental or other agreements (2 C.F.R. § 200.452).
· Costs are not changing the underlying long-term value of the asset; therefore, maintenance costs are almost always expensed immediately.
	· Must be charged to the period in which the expenditure is incurred.
· Charges must be allocated among the applicable entities based on the proportional benefit.
· Costs are allowable only to the extent not paid through rental or other agreements (2 C.F.R. § 200.452).

	· Charges must be allocated among the applicable entities based on the proportional benefit.
· Capital expenditures are unallowable as indirect costs (2 C.F.R. § 200.439(b)(7)).
· Non-Federal entities must use their own documented procurement procedures which reflect applicable State and local laws and regulations, provided that the procurements conform to applicable Federal law (2 C.F.R. §§ 200.317 & 318(a)).

	Dollar Threshold
	None
	None
	None
	None

	Prior Approval
	Required to charge directly to award. Must be approved before work begins.
	Not required
	Not required 
	Required to charge directly to award. Must be approved before work begins. Establishment Authority requirements must be met if facility provides one or more VR services. 

	SF-429
	No
	No
	No
	Yes – Cover page & A

	Davis-Bacon Act
	Applicable to contracts for more than $2,000 for construction, alteration, or repair. 
	Applicable to contracts for more than $2,000 for construction, alteration, or repair (including painting and decorating). 
	Applicable to contracts for more than $2,000 for construction, alteration, or repair (including painting and decorating). 
	Applicable to contracts for more than $2,000 for construction, alteration, or repair (including painting and decorating). 

	BABAA
	Applicable
	Applicable
	Applicable
	Applicable 

	Reference
	2 C.F.R. § 200.462
	2 C.F.R. § 200.452
	34 C.F.R. § 77.1
	2 C.F.R. § 200.439
34 C.F.R. §§ 361.5(c)(10), (c)(16), and (c)(17) 




	EXAMPLES
	
	
	
	

	Subject
	Rearrangement and Reconversion Costs
	Maintenance and Repair Costs (M&R)
	Minor Remodeling
	Capital Improvements (Construction and Establishment Authority)

	Roofing
	N/A
	Repairs to an existing roof (i.e., replacing shingles, fixing leak).
	N/A
	Replacing existing roof or adding new roofing area.

	Windows
	N/A
	Resealing around windows, repairing a broken window.
	N/A
	Replacing or upgrading windows.

	HVAC
	N/A
	Replacement of damaged or worn HVAC parts with comparable and commercially available replacement parts.
	Extending an HVAC duct within a structure, enlarging a duct to increase air flow.
	Replacing or adding air conditioning, furnace, or insulation.

	Exterior
	N/A
	Repairing or painting siding.
	N/A
	Adding or replacing existing siding.

	Plumbing
	N/A
	Repair leaking pipe, faucet, toilet, or hot water heater.
	Extending plumbing line within a structure to install a drinking fountain.
	Renovating bathrooms to meet ADA standards, replacing existing or installing a new plumbing system, replacing, or upgrading hot water heater.

	Security System
	Placement of plastic shield in front of program receptionist.
	Repairing an existing security system, replacing a broken security camera.
	Adding additional security cameras to existing system.
	Installing, replacing or upgrading a security system.

	Flooring
	N/A
	Repairing or replacing torn carpet in a single room or replacing a few floor tiles.
	N/A
	Adding or replacing wall-to-wall flooring, changing flooring from carpet to hardwood.

	Parking Lot
	N/A
	Repaving parking lots or repairing potholes, repairing existing lighting.
	N/A
	Expanding parking lot, adding, or upgrading existing lighting.

	Painting
	N/A
	· Interior or exterior when not part of a capital improvement project, minor drywall repairs
· Repainting existing office walls every 5-7 years as part of a facilities maintenance schedule. No change in space configuration or use.
	Painting or drywall repair as part of the minor remodeling to fix any affected walls.
	Interior or exterior when part of a capital improvement project.

	Electrical
	Installing or moving existing data/telecommunication lines within existing structure (does not include replacing or upgrading existing infrastructure).
	Repairing electrical, data or telecommunication outlets, replacing existing data cables (does not include altering, replacing, or upgrading existing infrastructure). 
	· Installing new outlets or data/telecommunication lines within existing structure (does not include replacing or upgrading existing infrastructure).
· Adding dedicated electrical circuits and outlets in an existing room to support power-intensive assistive technology equipment. No structural changes; work is to existing building systems.
	Installing, replacing, or upgrading existing electrical, data or telecommunication system in building or as part of a capital project.

	Additions-Expansions
	N/A
	N/A
	N/A
	Building an addition, physical enlargement, or expansion

	Disaster Restoration
	N/A
	Repairs resulting from a minor roof or plumbing leak, stove fire, etc. Insurance payments for damages must be used before program funds.
	N/A
	If property was severely damaged in a fire, flood or other disaster, everything done to restore the building to the way it was before the devastation is a capital improvement. Insurance payments for damages must be used before program funds.

	Misc. Workspace 
	· Installation or rearrangement of modular workstations. Assumes modular workstations are owned by VR program.
· Returning leased office space to condition it was in upon initiation of lease pursuant to lease agreement.
· A substantial, one-time rearrangement of an entire VR district office floor to redesign consumer traffic flow, waiting areas, and counselor pods to support an enhanced service delivery model.
	Maintain or repair elements of existing workspace (e.g., replacing/repairing doors, locks, handles or existing components of broken modular office systems).

	· Adding a short entry ramp to an existing door threshold to provide wheelchair access. The doorway already exists; the ramp is an alteration to improve accessibility for VR clients.

Note: If the project also requires widening the doorway and/or adding exterior structure, costs may need to be split between categories.
	Renovation of workspace to remove and/or install permanent walls, doors, lighting, etc., to rearrange existing workspace.



