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SELECTED AREAS OF COST 

Chapter 74 – Administrative Leave Due to Weather Related 
Closures 

Authoritative Sources 
FAR 31.205-6(m) Fringe Benefits 

 

General Audit Considerations 

When contractor personnel receive paid administrative leave due to inclement weather, 
the allowability and accounting treatment of such payments should be evaluated on a 
case-by-case basis in accordance with FAR 31.205-6. Paid absences are fringe 
benefits that, per FAR 31.205-6(m)(1), are allowable to the extent that they are 
reasonable in nature and amount and are required by law, employer-employee 
agreement, or an established policy of the contractor. 

The reasonableness of the amount paid is generally not an issue. The issue is 
whether or not the circumstances warranted the payment of administrative leave. 
Some factors to consider in determining reasonableness include the severity of the 
weather conditions and whether other businesses and organizations in the same 
geographical location were closed. The fact that the Federal Government suspended 
similar operations in the area due to the weather generally would support that it was 
reasonable for the contractor to incur the administrative leave costs. If the costs are 
determined to be allowable, they should be charged in accordance with the 
contractor’s disclosed or established cost accounting practice for charging paid 
absences. 

http://www.ecfr.gov/cgi-bin/text-idx?SID=9f6dd7aa3e3147d524270fb6897cb863&node=se48.1.31_1205_66&rgn=div8

	SELECTED AREAS OF COST
	Chapter 74 – Administrative Leave Due to Weather Related Closures
	Authoritative Sources
	General Audit Considerations


Chapter 74

SELECTED AREAS OF COST

Chapter 74 – Administrative Leave Due to Weather Related Closures

		Authoritative Sources

FAR 31.205-6(m) Fringe Benefits

		





General Audit Considerations

When contractor personnel receive paid administrative leave due to inclement weather, the allowability and accounting treatment of such payments should be evaluated on a case-by-case basis in accordance with FAR 31.205-6. Paid absences are fringe benefits that, per FAR 31.205-6(m)(1), are allowable to the extent that they are reasonable in nature and amount and are required by law, employer-employee agreement, or an established policy of the contractor.

The reasonableness of the amount paid is generally not an issue. The issue is whether or not the circumstances warranted the payment of administrative leave. Some factors to consider in determining reasonableness include the severity of the weather conditions and whether other businesses and organizations in the same geographical location were closed. The fact that the Federal Government suspended similar operations in the area due to the weather generally would support that it was reasonable for the contractor to incur the administrative leave costs. If the costs are determined to be allowable, they should be charged in accordance with the contractor’s disclosed or established cost accounting practice for charging paid absences.

Last Updated 11/24/2014			Page 74-1

