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Title slide

Welcome audience; introduce self and any other speakers



Indicate that all participants should have a hand out titled, “ Cost Principles & Selected Items of Cost”





Workshop Objectives

Review applicability of Code of Federal 
Regulations (CFR) & OMB Circulars
●

 
Uniform Administrative Requirements

●
 

Audit Requirements
●

 
Cost Principles

Take a detailed look at the Cost Principles 
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Give brief overview of workshop objectives

Since we’re not doing a separate workshop exclusively on the different CFR’s at this Forum, I thought we would start with a very brief overview of the CFR’s which generally apply to ETA grants.  Then we’ll take a more focused look at the CFR’s for Cost Principles



Workshop Objectives
 (continued)

Review criteria for allowability

Highlight certain ‘Selected Items of Cost’
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We’ll review the criteria for allowability of costs to Federal grants and take a more detailed look at some individual Items of Selected Cost and how they are treated in the various Circulars.



OMB CIRCULARS and FEDERAL 
REGULATIONS APPLICABILITY

State, Local 
Government 
s & Indian 
Tribes

Education 
al 
Institution 
s

Non-Profit 
Organizatio 
ns

Hospitals Commercial 
Organizations

Cost Principles 2 CFR 225
(OMB A-87)

2 CFR 220
(OMB A-21)

2 CFR 230
(OMB A-122)

45 CFR 74 48 CFR 31

Uniform 
Administrative 
Requirements

29 CFR 97
(OMB A-102)

29 CFR 95
(OMB A-110)

29 CFR 95
(OMB A-110)

29 CFR 95
(OMB A-

 

110)

29 CFR 95
(OMB A-110)

Audit 
Requirements 

OMB A-133 OMB A-133 OMB A-133 OMB A-133 Per program or 
grant agreement



The Four Main Cost Principles

2 CFR 225 State/Local Governments 
and Indian Tribes
2 CFR 230 Non-profit Organizations
48 CFR 31 Contract Cost Principles and 
Procedures dealing with Commercial 
Organizations
2 CFR 220 Educational Institutions
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These are the four main cost principles (read through them and the organizations to which they apply).  The OMB Circulars were changed to CFR’s recently  The various Circulars had been developed at different times, using different phraseologies. Most of the revisions made in May 2004 were to standardize the language and the groupings of cots, e.g. in A-87 personnel costs were treated all together where as in A-122, things like salary, health benefits and pension were all treated as separate items of cost.  There was one significant change in the way the capital expenditures can be charged, but we’ll get to that later.



The cost principles apply at the level of the transaction, that is, if a state passes funds through to a non-profit, the state uses A-87 as its guidance for cost allowability and the non-profit uses A-122 for its guidance for cost allowability.  If the non-profit then makes a subaward to an educational institution, the educational institution uses A-21 to determine cost allowability for the educational institution.



Subawards

All subawards are subject to those Federal 
cost principles applicable to the particular 
organization concerned. 

2 CFR 225, Attachment A, Section A.3.b

2 CFR 230, Section 3.b
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If a state passes funds through to a non-profit, the state uses A-87 as its guidance for cost allowability and the non-profit uses A-122 for its guidance for cost allowability.  If the non-profit then makes a subaward to an educational institution, the educational institution uses A-21 to determine cost allowability for the educational institution.





Structure

2 CFR 225
Attachment A: General Principles for Determining 

Allowable Costs
Attachment B: Selected Items of Cost
Attachment C: State/Local-Wide Central Service 
Cost Allocation Plan
Attachment D: Public Assistance Cost Allocation 

Plans
Attachment E: State and Local Indirect Cost Rate 

Proposals
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Refer to page 5 in the hand out.  This shows the structure of each of the circulars.

Each of the Circulars is structured slightly differently. Although A-87 and A-122 are fairly similar.



Structure

2 CFR 230
Attachment A: General Principles

Attachment B: Selected Items of Cost

Attachment C: Non-Profit 
Organizations Not Subject to This 
Circular
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Note that there is an attachment to this Circular which indicates certain organizations which are not subject to these cost principles most of these are large research institutes and National Laboratory type organizations which are not typically recipients of ETA grants.



Structure

2 CFR 220 (structured differently)
Section A – General principles
Section B – Definitions
Section C – Basic Considerations
Section D – Direct Costs
Section E/F – F&A/Indirect Costs
Section G – Determination and Application of 
F&A/Indirect Cost Rates
Section H – Simplified Method for Small Institutions
Section J – General Provisions for Selected Items 
of Cost
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As you’ll note Selected Items of Cost are at Attachment B in A-87 and A-122 and attachment J in A-21.  



Federal Cost Principles

Purpose – provides that the Federal government 
bears its fair share of costs except where 
restricted or prohibited by law

Reasonable & Necessary
“Prudent Person Rule”

Consistent with the Federal Rules & Cost Principles 
Authorized or not prohibited

Conform to limitations/exclusions contained in the cost 
principles
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The purpose of the cost principles is to ensure that Federal grants bear an appropriate share of the costs so that our grants pay only their fair share of the costs of the organization.



Regardless of where the principles may be found or how they are described in the various Circulars and regulations, they are the same for all Federal programs.  There are 10 basic standards or principles covered in the cost principles that must be met before a cost may be considered allowable and charged to the grant, either as a direct or an indirect cost.  Each circular displays or names these standards in a slightly different manner, but all 10 are found within each set of requirements.  I’m sure you are familiar with these these standards, but let’s review them:

The first general rule is that the costs be reasonable and necessary to the operation of the grant.  The “necessary” part is usually fairly obvious; it’s the reasonable part that is often more contentious.



Necessary and Reasonable.  For a cost to be allowable, it must first be determined as necessary to carry out the goals of the grant. “Necessary” means the cost is required in order to carry out the requirements of the grant or is needed for the “proper & efficient” operation of the grant. After the decision of necessity, reasonableness must be evaluated.  Often “reasonable” is described as an amount that a prudent person would pay in like circumstances.

  

Consistent with the rules.  This means that costs must be incurred to support the grant, consistent with governing statutes, regulations, and official awarding agency policies.



Authorized or not prohibited. Costs may not be charged to a grant if the costs or the activities they are associated with are not authorized by or if they are specifically prohibited by the grant legislation, regulations, or State or local laws and regulations, whichever is more restrictive.



Conform to limitations/exclusions contained in the cost principles. This means that costs must not be charged to a federal grant if the costs must be excluded from allocation or charging because they are unallowable, prohibited, exceed cost limitations or are otherwise unallowable.  An example would be costs (direct and/or indirect) that exceed the administrative cost limitations specified in WIA.





Federal Cost Principles

Consistent treatment
Across time & program lines
Direct & indirect costs

Consistent with GAAP
Accounting standards & treatment

Not used as match
Unless specifically authorized
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Consistent with the rules.  This means that costs must be incurred to support the grant, consistent with governing statutes, regulations, and official awarding agency policies.



Consistent treatment.  This means that costs must receive the same accounting treatment as similar costs of the organization incurred in like circumstances.  It also means that a cost booked to one cost objective may not be booked to a different cost objective in a later period when the incurrence of the costs was for similar purposes in both instances.



Not used as match. If expenditures are used to satisfy cost-sharing or match requirements of a grant then they may not also be charged as a grant cost.  The only exception to this rule is if the use of Federal funds for matching purposes is specifically authorized in statute or regulation.  However, these exceptions are rare.







Federal Cost Principles

Documented
Traceable to source documentation

Net of applicable credits

Allocable
Clearly benefit program
Both direct & indirect costs
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Documented.  All costs charged to Federal grants must be sufficiently documented.  This means that costs must be supported by source documents such as invoices, personnel activity reports, etc.  All costs reported on Federal financial reports must be traceable to original source documentation.



Net of applicable credits.  This means that any credits such as rebates or refunds must be deducted from the grant costs and only the net costs charged to the Federal grant.



Allocable.  A grant may only be charged for its fair share of costs.  This means that costs may not be charged to a grant if they don’t benefit the grant activity. The requirements apply to both direct and indirect costs.



Selected Items of Cost

4 types of costs
Allowable
Unallowable
Allowable with conditions
Allowable with prior approval

If cost not treated -
Principles of necessary and reasonable apply
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Each of the Circulars lists numerous “Selected Items of Cost” and indicates whether the costs are: allowable; unallowable; allowable with conditions or allowable with prior approval.



Although in the last revision of the Cost Principles Circulars there was an effort to standardize terms, costs are not always called the same thing in each Circular and the names of things might not always be obvious, e.g. personnel costs are listed under C as Compensation for Personnel Costs and leases are listed as Rental costs of buildings and equipment.

Although many items are listed, many are not.  Failure to mention a particular item of cost is not intended to imply that the cost is unallowable; rather, the determination as to the allowability in each case should be based on the treatment or principles provided for similar or related items of cost and of course the principles of reasonable and necessary apply.



Exclusive Treatment

2 CFR 225 (A-87)
General Government Expense

2 CFR 230 (A-122)
Participant Support Costs
Relocation Costs
Page Charges in Professional Journals
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Some costs are treated in all the Circulars and some receive exclusive treatment in only one Circular.



These are examples of costs that are specific to certain types of organizations and are only treated in the Circulars that apply to those organizations.



Exclusive Treatment

2 CFR 220 (A-21)
Deans of Faculty and Graduate Schools
Scholarships and Student Aid
Student Activities
Commencement and Convocation
Alumni/ae Activities
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Exclusive Treatment

48 CFR 31.205
Asset valuations resulting from business 
combinations
Manufacturing and repair costs
Service and warranty costs
Manufacturing and product engineering 
costs
Special tooling and special test equipment 
costs
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Allowable Costs 
Examples

Personal services costs
Salary & bonus limitations 

ETA funded programs per TEGL5-06 per Public Law 
109-234 (http://www.opm.gov/oca/10tables/index.asp)

Includes salaries, benefits, etc.
Requires documentation supporting time distribution
Personnel Activity Reports (PAR)

Leave, severance & other pay
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Although it is rare, there are individuals whose salary plus their bonus exceeds the Executive Level II limitation.  We need to ensure that in situations where this occurs, the grant recipients are aware of the salary cap limitations and are only charging the grant for an allowable portion of the salary.  For more information on this subject look up TEGL #05-06, August 15, 2006, titled “Implementing the Salary and Bonus Limitations in Public Law 109-234.”

Here are the most recent Executive Level II salaries:

Calendar 

Year           Salary

2007 		$168,000

2008 		$172,200

2009 		$177,000

2010 		$179,700

You can also get the salary information for other years at the following OPM web site: http://www.opm.gov/oca/10tables/index.asp 



As was stated earlier in this presentation, some costs allowable under one Circular may be unallowable under another.  In addition, sometimes costs will be allowable under the Circular and unallowable according to regulations or vice versa.  We are going to go over just a few of the costs that may prove to be problematical for you when determining if they are allowable for reimbursement under the grant.

Compensation for personal services is allowable under all the Circulars.   The recent limitation on salaries & bonuses paid from ETA appropriated funds, also known as the “Harkins Amendment” will be considered in a separate workshop (Title & when?)

 

All Circulars require the costs of personnel to be charged to appropriate activities and programs, and based on a time distribution system.  Where employees are expected to work solely on a single Federal award or cost objective, charges for their salaries & wages will be supported by periodic certifications that the employee worked solely on that program for the period covered by the certification.  These certifications will be prepared at least semi-annually and will be signed by the employee or supervisory official having first hand knowledge of the work performed.

Where employees work on multiple activities or cost objectives, a distribution of their salaries or wages will be supported by personnel activity reports or equivalent documentation unless a statistical sampling system or other substitute system has been approved by the cognizant Federal agency.  This subject is being addressed in more detail at this Forum in the “Cost Allocation, Cost Pooling & Time Distribution Workshop” which is being conducted (when?)



Personnel Activity Reports require: 1) after the fact distribution – not estimate and not based on budget; 2) account for individual’s total activity, not just time spent on our grant; 3) prepared at least monthly to coincide with one or more pay periods, & 4) must be signed by the employee

http://www.opm.gov/oca/10tables/index.asp


Allowable Costs
 EXAMPLES

Audit costs and related services

Meeting costs

Subscriptions & periodicals
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The costs or pro rata costs of audits required by audit performed in accordance with the Single Audit Act are allowable. Costs of memberships in business, technical & professional organizations are allowable.

Costs of meetings and conferences, the primary purpose of which is the dissemination of technical information, are allowable.  This includes costs of meals, transportation, rental of facilities, speakers’ costs and other items incidental to such meetings or conferences.  However entertainment costs are not allowable costs.



Costs of subscriptions to business, professional & technical periodicals are allowable.



Allowable Costs
 EXAMPLES

Training costs

Travel

Depreciation and Use Allowance

Presenter
Presentation Notes
Slide 19 – Allowable Costs

The cost of Training provided for employee development is allowable for employees of governments and educational institutions, but there are specific limitations of the training costs for employees of non-profit organizations and commercial organizations.



Travel costs are the expenses for transportation, lodging, subsistence and related items incurred by employees who are in travel status are are generally allowable.  Lodging and subsistence costs shall be considered reasonable and allowable to the extent that they do not exceed the organization’s written travel policy.  In the absence of a written travel policy, rates and amount established by the U.S. government, e.g. GSA, shall apply to travel under Federal awards. The costs of Foreign travel are allowable only when the travel has received approval of the awarding agency.  Under the WIA legislation, [WIA: Section 181 (e)], the cost of foreign travel is not an allowable cost to WIA funds.



Depreciation and use allowances are a means of allocating the costs of fixed assets to periods benefiting the assets use. Depreciation and use allowances are allowable costs only when the asset was not purchased with federal funds. The computation of depreciation or use allowance shall be based on the acquisition  cost of the asset involved or fair market value at the time of donation. 







Costs Allowable With 
Conditions

 Examples
Advertising/Public Relations

Solely for public relations of organization – unallowable 
RFP & promotion of program/grant – allowable

Capital Assets
Purchase of land or buildings – unallowable
Equipment – allowable (w/ prior approval)

Maintenance and Repairs  
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Relatively few of the items of cost listed are “black and white” costs, either entirely allowable or entirely unallowable.  Most of the costs have conditions, prior approvals, or “strings” attached to them.

Advertising and public relations costs are items that often cause confusion within the employment and training community.  Advertising costs are narrowly defined (as the cost of media) and are only allowable for hiring of staff or procurement.  Public relations costs are the costs of maintaining or promoting understanding and favorable relations pertaining to specific activities or accomplishments related to Federal awards are also allowable, but the costs associated with lobbying activities are not.  There are also some minor differences in language between the rules.  In addition, A-87 and A-122 contain some specific costs of advertising or public relations that are prohibited, e.g. costs of promotional items.  The rules regarding these costs should be carefully reviewed before charging them to the grant.  The costs associated with outreach activities are not treated in the Circulars and are specifically authorized activities under WIA grants for such activities as providing program information to the potential customer and employer.  However, you are again cautioned to carefully review what types of costs are charged to outreach to ensure compliance with the Circulars.

The next item of cost is capital expenditures or capital assets.  These are addressed in all the cost principle circulars and regulations.  They are defined as costs associated with the acquisition of equipment, real property, which includes land and buildings, and other assets including renovation costs that increase the value or useful life of an item.  Most of these costs are described as unallowable as direct charges, except where approved in advance by the awarding agency.  However,  the WIA regulations specifically prohibit the use of grant funds for the acquisition of real property. 

The purchase of “capital equipment” is usually allowable with prior approval.  Remember “capital equipment” – for Federal purposes - is an article of non-expendable, tangible personal property having a useful life of more than one year and an acquisition cost which equals or exceeds the lesser of the capitalization level established by the organization or $5,000.  In the case of WIA, that approval authority has been delegated to the Governor, but for direct recipients, it remains the awarding agency

 As you will recall, I mentioned that the was one substantive change when the cost principles were revised. When the Cost Principles Circulars were last revised in May 2004, a condition was added to specify that when approved as a direct charge by the awarding agency, capital expenditures will be charged in the period in which the expenditure is incurred. This precludes the amortization of capital purchases over a long period.

Equipment and other capital expenditures are unallowable as indirect costs.  However Depreciation and Use Allowances may be allowed.



Costs Allowable With 
Conditions

 Examples
Leasing
Lease-purchase arrangements for real 
property –

 
unallowable

Operating leases for real property – allowable

Memberships
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Since direct capital expenditures must be recorded in the period in which they are made, lease purchase arrangements for real property, and other capital items such as a copier or server, are unallowable.



Costs of memberships in civic or community  organizations are allowable with prior approval.  Memberships in a country club, social or dining club are unallowable.



Approval Conditions

If prior approval requirement exists
Needed BEFORE incurring cost

Must be requested in writing
Must be approved

May exist in grant agreement

Seek approval from state or, if a direct grant 
recipient, from the Federal agency
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Often, one of the conditions in determining allowability is the requirement to obtain prior approval before an organization incurs a cost.  For example, the purchase of “equipment” requires prior approval be obtained before the purchase is allowable.  If prior approval is required for a cost to be allowable, then the grantee or subgrantee must obtain this from the appropriate ETA or awarding agency authority.   In order to streamline the approval process, this authority has been delegated to the Governor for the formula grants.  All LWIA grantees must obtain their approval from the Governor.  Subgrantees must also receive approval from the Governor, through a request to their awarding agency.  For direct grantees, prior approval authority remains with the DOL grant officer.  



It is important to remember that the definition of “prior” is BEFORE.  This means that in order for the cost to be allowable, the request for approval must be made AND approved in writing before incurring the cost.  



Unallowable Costs
 EXAMPLES

Entertainment 
Allowable for certain WIA Youth recreation 
activities

Losses, fines & penalties

Contingency reserves

Donations and contributions
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The selected items of cost also address costs that are unallowable under the Circulars.



The first cost here is entertainment.  Entertainment costs are specifically prohibited by all the Circulars.  This also includes entertainment costs incurred for “employee morale” purposes.  Under WIA, the costs of recreation activities for youth are allowable as are participation inducements such as ball game tickets for attaining certain educational or training goals.



Also unallowable are losses on other awards.  Any excess of costs over income on any award is unallowable as a cost of any other award.



Any fines or penalties incurred as a result of violating Federal, state, or local laws are normally unallowable.



Finally, creation of or contributions to a contingency reserve or “rainy-day” fund are normally unallowable. A self-insurance fund, if properly administered, is allowable.

Donations or contributions, including cash, property and services made by the organization, regardless of the recipient, are unallowable.



Unallowable
 EXAMPLES

Good or services for personal use.

Public service employment programs

Legal expenses for prosecution of 
claims, ALJ audit appeals or civil 
actions
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Good or services for personal use are unallowable regardless of the whether the cost is reported as taxable income to the employee. 



Unallowable
 EXAMPLES

Alcoholic beverages

Goodwill

Lobbying
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I mentioned that there were not many “Black or white’ sorts of items listed in the items of selected cost, but here are a few…

Alcoholic beverages are never an allowable cost to Federal grant.

It’s been said that “You can’t buy goodwill.”  That may or may not be true, but you certainly can’t buy it with Federal funds. Goodwill is not treated in A-87, A-122 or A-21 and it is not an allowable cost in 48 CFR 31.

Lobbying is never an allowable cost to Federal grants.











RESOURCES

Where to find the OMB Circulars and Code of Federal 
Regulations

OMB Circulars: 

www.whitehouse./gov/omb/circulars/index.html

29 & 48 CFR:

www.access.gpo.gov
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http://www.whitehouse./gov/omb/circulars/index.html
http://www.access.gpo.gov/


The grant is charged with $396.80 for 
food and non-alcoholic beverages.  In 
response to request for documentation, 
an email message was produced 
providing justification for the costs.  The 
program director met with six members 
from the program council to discuss the 
agenda for a planned training session.

Exercise 1-
 

Food and Beverages

Presenter
Presentation Notes
Youth program $396.80 food/beverage cost

Email documented Youth Director & Youth Council (six members) meeting to plan a training agenda

Average meal cost per person was $42 plus beverage, tax and tip.





Exercise 1 –
 

Food and Beverages

Code of Federal Regulations and OMB 
Circulars basically state:

Costs of meetings and conferences, the primary 
purpose of which is the dissemination of technical 
information, are allowable. This includes costs of 
meals, transportation, rental of facilities, speakers' 
fees, and other items incidental to such meetings or 
conferences.

2 CFR 230 Attachment B Section 29 
2 CFR 225 Attachment B section 27
2 CFR 220 Attachment J Section 32 

48 CFR Chapter 31.205-14

Presenter
Presentation Notes
Meetings and conferences. Costs of meetings and conferences, the primary purpose of which is the dissemination of technical information, are allowable. This includes costs of meals, transportation, rental of facilities, speakers' fees, and other items incidental to such meetings or conferences. 



Cost principles generally state: “Costs of entertainment, including amusement, diversion, and social activities and any costs directly associated with such costs (such as tickets to shows or sports events, meals, lodging, rentals, transportation, and gratuities) are unallowable.”



Basically, if the cost of meals is in anyway associated with entertainment, it is unallowable. However, if it is an ancillary cost connected with a meeting or conference where technical information is being disseminated, then it “may” be allowable.  In DOL-ETA we consider such cost may be allowable only if provided for meetings when it is in the best interest of the grant like a working lunch or breaks at a meeting.  However, the meals should be for external events and not for internal staff meetings.



A-122 Attachment B Section 29 

A-87 Attachment B section 27

A-21 Attachment J Section 32 

48 CFR Chapter 31.205-14   



Exercise 1 -
 

Food and Beverages

Is the $ 396.80 cost allowable or 
questioned costs?
It is questioned costs because: 

Reasonableness of costs
Insufficient documentation

What was the necessity for holding the meeting 
at dinner time instead of lunch?
No documentation substantiating that a formal 
meeting took place.
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If you run across such costs with any of your grants or with your subrecipients, make sure they are aware of the following:

How regulations and any issued guidance addresses the subject: 

OMB Circulars (specific to their type of organization) 

TEGL, TEN, Q & As issued by the program office 

The fact that it will raise a “red flag” with any auditor 

The necessity that all such costs must be: 

Directly connected to the costs of an event that is necessary to the purpose of that grant, 

Allocable to that grant, and 

Reasonable 

You should have good, clear documentation supporting how it was allocated, necessary and reasonable. There are no specific requirements for how to document such activities; however, the following information would be helpful:

Date and time of the activity

Purpose of the activity

Minutes from the meeting or a summary of what occurred during the activity

List of participants



Note that the failure to provide supporting documentation will result in those costs being questioned and potentially disallowed.



Exercise 2-
 

Sole Source 
Procurement

A subrecipient issues a request for sole 
source procurement of a Xerox 3600 
Series F copier.  The justification for this 
request is that Andrews Office Supply 
Inc. is the only authorized dealer for that 
copier.

Is this an allowable cost?
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The cost principles do not specifically address this issue, however, 29 CFR  (  95.43 and 97.36 (c) (4)) clearly implies that:



All procurement transactions shall be conducted in a manner to provide, to the maximum extent practical, open and free competition. There needs to be a clear and accurate description of the technical requirements for the material, product or service to be procured. In competitive procurements, such a description shall not contain features which unduly restrict competition.  It is allowable to use specific features of ``brand name or equal'' in the descriptions that bidders are required to meet.



Therefore, in this case the specification of a brand name product does not justify sole source procurement if there are other identical products available.  Just remember that grant and subgrant recipients must follow procurement requirements and any sole source procurement must be appropriately justified and documented. The best guidance on this issue is found in the section on Noncompetitive Proposals found in  Chapter II-10 on Procurement of the One-Stop Comprehensive Financial Management Technical Assistance Guide.



Exercise 2-
 

Sole Source 
Procurement 

No, the use of a brand name is not justification for sole 
source procument.

All procurement transactions should contain a clear and 
accurate description of the technical requirements for 
the material, product or service to be procured. In 
competitive procurements, such a description shall not 
contain features which unduly restrict competition.  It is 
allowable to use specific features of ``brand name or 
equal'' in the descriptions that bidders are required to 
meet.

29 CFR Part 95.43 and 97.36
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Therefore, in this case the specification of a brand name product does not justify sole source procurement if there are other identical products available.  Just remember that grant and subgrant recipients must follow procurement requirements and any sole source procurement must be appropriately justified and documented. The best guidance on this issue is found in the section on Noncompetitive Proposals found in  Chapter II-10 on Procurement of the One-Stop Comprehensive Financial Management Technical Assistance Guide.



Exercise 3-
 

Compensation

The Executive Director has spent a 
significant amount of time on the 
implementation of a new grant program.

It was decided to charge 50% of the 
Director’s wages and benefits directly to 
the new grant and the remaining costs 
would be allocated to the other funding 
sources.
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Exercise 3-
 

Compensation 

Assume the Executive Director can 
document spending 50% of his/her 
time on the new grant program.

Is this allowable?
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In this example, we would disallow it on the basis of inconsistent treatment. 



OMB A-87, A-122 and A-21 plus 48 CFR Chapter 31.202 clearly state that all cost have to be accorded consistent treatment.  In this scenario, they are tracking the CEO’s time for only one funding source and then allocating the rest of the costs.  They need to either develop a reasonable methodology for allocating the CEO’s cost or start keeping a time and effort record. 



Exercise 3-
 

Compensation 

No because of inconsistent treatment 
of costs.

A-122 Attachment A Section A 2 (d) 
A-87 Attachment A Section A 2 (d) 

A-21 Section C 11 (a), 
48 CFR Chapter 31.202 (b)(1)
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OMB A-87, A-122 and A-21 plus 48 CFR Chapter 31.202 clearly state that all cost have to be accorded consistent treatment.  In this scenario, they are tracking the CEO’s time for only one funding source and then allocating the rest of the costs.  They need to either develop a reasonable methodology for allocating the CEO’s cost or start keeping a time and effort record. 



Exercise 4 -
 

Advertisement -
 Recruiting

A grantee issues a quarter page 
advertisement in the metropolitan new 
paper to recruit a new program director.

Is this allowable?
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Normally recruitment of staff personnel is allowable; however quarter page advertisements for recruiting a single staff person would not be considered as “reasonable” costs!



A-87 Attachment B 1 C (1) 

A-122 Attachment B 1 C (1) 

A-21 J 1 C (1)

48 CFR 31.205-34    



Exercise 4 -
 

Advertisement -
 Recruiting

Recruitment of staff personnel is allowable.
2 CFR 225 Attachment B 1 C (1) 
2 CFR 230 Attachment B 1 C (1) 
2 CFR 220 J 1 C (1)
48 CFR 31.205-34

However, was the cost of a quarter page 
advertisement reasonable and necessary?
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Normally recruitment of staff personnel is allowable; however quarter page advertisements for recruiting a single staff person would not be considered as “reasonable” costs!



A-87 Attachment B 1 C (1) 

A-122 Attachment B 1 C (1) 

A-21 J 1 C (1)

48 CFR 31.205-34    



Exercise 5 -
 

Advertisement -
 Promotional

A grantee buys 1,000 pens with the 
organization’s logo, name and address 
on it at $1.50 each. 
The pens will be used to bring employers 
and participants into the program.
They charged this $1,500 to grant as 
recruitment costs.
Is this allowable?
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No – the advertising does not promote a specific WIA function, program or service.  Also, any such promotional costs should be appropriately allocated to all benefiting programs.



A-87 and A-122 Attachment B 1 (f) 

A-21 Section J 1 (f) 

48 CFR Chapter 31.603 (b) (9)



Unallowable advertising and public relations costs include the following:



Costs of promotional items and memorabilia, including models, gifts, and souvenirs;

Costs of advertising and public relations designed solely to promote the non-profit organization. 











Exercise 5-
 

Advertisement –
 Promotional

Unallowable advertising and public relations 
costs include the following:

Costs of promotional items and memorabilia, 
including models, gifts, and souvenirs;
Costs of advertising and public relations 
designed solely to promote the non-profit 
organization. 

2 CFR 225 and 2 CFR 230 Attachment B 1 (f) 
2 CFR 220 Section J 1 (f) 

48 CFR Chapter 31.603 (b) (9)

Presenter
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No – the advertising does not promote a specific WIA function, program or service.  Also, any such promotional costs should be appropriately allocated to all benefiting programs.



Unallowable advertising and public relations costs include the following:��(1) All advertising and public relations costs other than as specified in subsections 1.c, 1.d and 1.e.��(2) Costs of meetings, conventions, convocations, or other events related to other activities of the institution, including:

(a) Costs of displays, demonstrations, and exhibits;��(b) Costs of meeting rooms, hospitality suites, and other special facilities used in conjunction with shows and other special events; and��(c) Salaries and wages of employees engaged in setting up and displaying exhibits, making demonstrations, and providing briefings;

�(3) Costs of promotional items and memorabilia, including models, gifts, and souvenirs;��(4) Costs of advertising and public relations designed solely to promote the institution. 







Exercise 6 -
 

End of Grant 
Expenditures

Discretionary Grant (NEG, H1B, High 
Growth, etc.) Issue:

A discretionary grant ends on 6/30/09
Grantee has $20,000 of unspent funds
Purchase order was issued on 6/25/09 to 
buy 20 computers at $1,000 each. 
The computers are to be used in the 
program which will continue to operate after 
the grant ends, through support from other 
sources. 
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This example is being used to emphasize the necessity of paying attention not only to the OMB Circulars but to other applicable regulations.  Many of you have and may still be working with discretionary grants and need to pay attention to what allowances and restrictions may apply to that grant.  



A discretionary grant is ending on 6/30/09 and the grantee realizes that they have $20,000 of unspent funds. So, on 6/25/09 they issue a purchase order to buy 10 computers at $2,000 each. The computers are to be used in the program which will continue to operate after the grant ends, through support from other sources. 



Exercise 6 -End of Grant 
Expenditures

Discretionary Grant Issue (continued):
The computers are delivered on 7/6/09 and 
the grantee uses the remaining $20,000 of 
grant funds to pay for it. 
The computers are installed in the 
classroom and are being used by the 
participants who were in the grant program 
when it ended on June 30th.

Is this allowable?
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29 CFR Part 95.28 and Part 97.23 – Period of availability of funds

TEGL 16-99 Change 1

ETA 9130 Report Instructions

Exception: capacity building grants 



In this example, the $20,000 spent for those computers should not be charged against the grant because it became an accrued expenditure after the grant expired. Remember that accrued expenditures are the costs incurred when goods and/or services have been received regardless of whether cash payment was disbursed. The fact that funds were obligated during the grant period for an allowable cost does not mean that it can be charged against the grant if it was accrued after the grant expired. Therefore, in this case, the grantee should use the other funding sources to pay for the computers.



In accordance to Ed Donahue, Chief of the Division of Financial and Grants Management Policy and Review the grant award only authorizes the grantee to charge allowable costs against the grant if it was incurred during the approved grant period. Also, TEGL 16-99 Change 1 clearly states “Grantee has 90 days after all funds have been expended or the period of availability has expired to liquidate the accruals recorded during period of performance.”  In other words, the grantee has 90 days to use grant funds to pay for all allowable expenditures accrued prior to or as of the end date of that grant. That TEGL guidance is applicable to the use of WIA funds and any discretionary grant funded through WIA. If you are not sure that a specific grant was awarded through the WIA program, check the top paragraph of the Grant Award document and look for the statement “Under the authority of the Workforce Investment Act…”



This requirement is also addressed in the ETA 9130 Report Instructions for line 10g which reads as: “NOTE: For DOL/ETA grants, the only liquidation that can occur during closeout is the liquidation of accrued expenditures (NOT obligations) for goods and/or services received during the grant period.”



Exercise 6 -
 

End of Grant 
Expenditures

Not allowable because the actual costs 
were accrued after the grant 
performance period ended.

29 CFR Part 95.28 and Part 97.23 –

 

Period of availability of funds
TEGL 16-99 Change 1

ETA 9130 Report Instructions
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29 CFR Part 95.28 and Part 97.23 – Period of availability of funds

TEGL 16-99 Change 1

ETA 9130 Report Instructions

Exception: capacity building grants 



In this example, the $20,000 spent for those computers should not be charged against the grant because it became an accrued expenditure after the grant expired. Remember that accrued expenditures are the costs incurred when goods and/or services have been received regardless of whether cash payment was disbursed. The fact that funds were obligated during the grant period for an allowable cost does not mean that it can be charged against the grant if it was accrued after the grant expired. Therefore, in this case, the grantee should use the other funding sources to pay for the computers.



In accordance to Ed Donahue, Chief of the Division of Financial and Grants Management Policy and Review the grant award only authorizes the grantee to charge allowable costs against the grant if it was incurred during the approved grant period. Also, TEGL 16-99 Change 1 clearly states “Grantee has 90 days after all funds have been expended or the period of availability has expired to liquidate the accruals recorded during period of performance.”  In other words, the grantee has 90 days to use grant funds to pay for all allowable expenditures accrued prior to or as of the end date of that grant. That TEGL guidance is applicable to the use of WIA funds and any discretionary grant funded through WIA. If you are not sure that a specific grant was awarded through the WIA program, check the top paragraph of the Grant Award document and look for the statement “Under the authority of the Workforce Investment Act…”



This requirement is also addressed in the ETA 9130 Report Instructions for line 10g which reads as: “NOTE: For DOL/ETA grants, the only liquidation that can occur during closeout is the liquidation of accrued expenditures (NOT obligations) for goods and/or services received during the grant period.”



Thank you!
 

QUESTIONS?
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