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Fair Market Value

Why is a Fair Market Value (FMV) analysis important? 

There are two primary legal requirements for a FMV analysis when selling to external 
parties: 

1. When we use federally funded equipment, because those equipment costs are not 
included in rate calculations, we must price at FMV to avoid the perception of using 
federal grants to undercut industry. 

2. As a matter of general 501(c)(3) law, our tax exemption is conditioned on not giving 
away charitable resources to others. This is measured by FMV.



Fair Market Value

Provost’s Office Guidance Regarding Pricing for External Customers

The University has two expectations for rates charged to external customers (“external 
rates”): 

1. External rates must at least include the full direct cost to provide the service plus 30% 
(the “calculated rate”); and 

2. The external rate should fall within the range of fair market values for similar services.



Fair Market Value

What is FMV?

Federal government regulations do not clearly define fair market value for external sales 
or establish specific requirements for how to conduct a fair market value analysis. 

Yale follows general principles for FMV analysis. Our FMV analysis for a specific service 
will involve gathering comparable rates charged by for-profit companies and then 
determining whether the proposed rates for that service fall within that range.



Fair Market Value

What if I can’t find comparable services? 

We acknowledge that data on comparable services for a FMV analysis is sometimes 
limited— because competitors do not publish rates, because no one else provides the 
services, or because there is not enough information to know whether the services listed 
by competitors are comparable to our services. 

We understand these challenges. The requestor will gather reasonable data using 
reasonable efforts based upon the situation and what is available. The requestor must 
document the data and search efforts so others, including federal auditors, can confirm 
that the data and search efforts are reasonable.



Fair Market Value

• Do I need to call or email for quotes? 
No; reasonable efforts involve searching online for data from competitor 
websites or other online sources (e.g., Science.com or Science Exchange).

• What if there aren’t comparable rates for every Yale service we offer? 
A FMV analysis for a group of similar services may be reasonable.

• What if there are few to no for-profit comparable rates? 
If there are fewer than two comparable for-profit company rates for each service, 
the rates of non-profits and other academic institutions should be provided as 
additional data points.

What does “reasonable data using reasonable efforts” mean?



Fair Market Value

What if the service only has few or no comparables of any kind?

• Provide evidence that the uniqueness of our service is why there are few or no 
competitors. Explanations may include Yale’s novel technology or Yale’s novel 
operational model for delivering service. Include information about the closest 
functional alternatives for comparison. 

• At a minimum, establish that: 

• When there are only a small number of customers, there are no individual or 
institutional conflicts of interest between Yale and the external customers. 

• The prices are above marginal costs, defined as the cost of producing one 
additional unit.



Fair Market Value

Best practices for documenting the FMV analysis:

• Use Form 1410 FR.05 to document at least five comparable for-profit rates.

• Dated screen shots of competitors’ rates with the URL of the website used.

• Narrative to “tell the story” of the FMV analysis performed.
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FMV Template

A template is available to assist with preparing the FMV analysis.  
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Screenshots of Comparable Rates

Include: 1) URL/website, 2) date retrieved/effective date of rates, and 3) identifying which rates 
correlate to Yale’s services. Make sure the amounts agree to the FMV template!

Rates should be “refreshed” every 2 years.
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FMV Narrative

• Explanations of the search method (terms and platforms) used; 
• Explanations of the competitors’ prices and how they do and do not match the 

proposed external rates for each service; 
• Explanations for instances where there are few or no comparable rates; 
• Explanations for instances where rates are not in accordance with the Provost’s Office 

Guidance Regarding Pricing for External Sales; and
• Other explanations as necessary to “tell the story” of why the proposed rates are 

reasonable. 
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Who approves my external customer rates & FMV analysis?

• USPs will submit their FMV analysis with their annual USP registration and rate 
calculation schedule. These should be reviewed internally prior to submission. 

• A review of external customer rates and the FMV analysis will be performed by the 
USP Rate Reviewers, but this does not indicate approval of external customer rates. 

• Approval of external customer rates is done through the External Sales Approval 
Process (ESAP).

• Grand-parented USPs are still responsible for complying with all federal, state, Yale and 
other rules, as stated in Procedure 2100 PR.02.



Fair Market Value

Resources

The following are housed on the External Sales Resources Page:

• FAQs Regarding the Fair Market Value (FMV) Analysis for ESAP

• Provost’s Office Guidance Regarding Pricing for External Customers

Form 2100 FR.05 – FMV Analysis Template

Procedure 2100 PR.02 – External Sales Approval Process (ESAP)

https://your.yale.edu/work-yale/learn-and-grow/training/financial-training/external-sales-resources
https://your.yale.edu/policies-procedures/forms/2100-fr05-external-sales-fair-market-value-fmv-analysis-template
https://your.yale.edu/policies-procedures/procedures/2100-pr02-external-sales-approval-process


Questions?
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