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New Jersey 
Workforce Innovation Notice  12-15 

 
 
TO:                Workforce Development Board Directors 
                       One-Stop Operators 
                       Employment Service Managers 
 
FROM:         John Bicica, Chief,  
                      Office of WIOA Technical Assistance and Capacity Building 
 
SUBJECT:    Uniform Administrative Requirements- Cost Sharing Provisions 

 
DATE:           January 18, 2016 

 

Purpose 
To provide local areas with cost-sharing related provisions of the federal Uniform Administrative 
Requirements, Cost Principles and Audit Requirements for Federal Awards. Future guidance will 
provide sections related to procurement contracting and other topics.  

 

Background 
The Office of Management and Budget issued the Uniform Administrative Requirements through 
2 CFR 200. The Notice of Proposed Rulemaking at 20 CFR 683.410(b) requires the Governor’s 
monitoring system to include an annual review of each area’s compliance with 2 CFR 200.  The 
sections related to cost sharing are provided below: 
 
2 CFR 200.306  Cost sharing or matching. 
(b) For all Federal awards, any shared costs or matching funds and all contributions, including 
cash and third party in-kind contributions, must be accepted as part of the non-Federal entity's cost 
sharing or matching when such contributions meet all of the following criteria: 

(1) Are verifiable from the non-Federal entity's records; 
(2) Are not included as contributions for any other Federal award; 
(3) Are necessary and reasonable for accomplishment of project or program objectives; 
(4) Are allowable under Subpart E—Cost Principles of this part; 
(5) Are not paid by the Federal Government under another Federal award, except where the 

Federal statute authorizing a program specifically provides that Federal funds made available for 
such program can be applied to matching or cost sharing requirements of other Federal programs; 

(6) Are provided for in the approved budget when required by the Federal awarding agency; 
and 
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(7) Conform to other provisions of this part, as applicable. 

(c) Unrecovered indirect costs, including indirect costs on cost sharing or matching may be 
included as part of cost sharing or matching only with the prior approval of the Federal awarding 
agency. Unrecovered indirect cost means the difference between the amount charged to the Federal 
award and the amount which could have been charged to the Federal award under the non-Federal 
entity's approved negotiated indirect cost rate. 

(d) Values for non-Federal entity contributions of services and property must be established 
in accordance with the cost principles in Subpart E—Cost Principles. If a Federal awarding agency 
authorizes the non-Federal entity to donate buildings or land for construction/facilities acquisition 
projects or long-term use, the value of the donated property for cost sharing or matching must be 
the lesser of paragraphs (d)(1) or (2) of this section. 

(1) The value of the remaining life of the property recorded in the non-Federal entity's 
accounting records at the time of donation. 

(2) The current fair market value. However, when there is sufficient justification, the Federal 
awarding agency may approve the use of the current fair market value of the donated property, 
even if it exceeds the value described in (1) above at the time of donation. 

(e) Volunteer services furnished by third-party professional and technical personnel, 
consultants, and other skilled and unskilled labor may be counted as cost sharing or matching if 
the service is an integral and necessary part of an approved project or program. Rates for third-
party volunteer services must be consistent with those paid for similar work by the non-Federal 
entity. In those instances in which the required skills are not found in the non-Federal entity, rates 
must be consistent with those paid for similar work in the labor market in which the non-Federal 
entity competes for the kind of services involved. In either case, paid fringe benefits that are 
reasonable, necessary, allocable, and otherwise allowable may be included in the valuation. 

(f) When a third-party organization furnishes the services of an employee, these services must 
be valued at the employee's regular rate of pay plus an amount of fringe benefits that is reasonable, 
necessary, allocable, and otherwise allowable, and indirect costs at either the third-party 
organization's approved federally negotiated indirect cost rate or, a rate in accordance with 200.414 
Indirect (F&A) costs, paragraph (d), provided these services employ the same skill(s) for which 
the employee is normally paid. Where donated services are treated as indirect costs, indirect cost 
rates will separate the value of the donated services so that reimbursement for the donated services 
will not be made. 

(g) Donated property from third parties may include such items as equipment, office supplies, 
laboratory supplies, or workshop and classroom supplies. Value assessed to donated property 
included in the cost sharing or matching share must not exceed the fair market value of the property 
at the time of the donation. 
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(h) The method used for determining cost sharing or matching for third-party-donated 
equipment, buildings and land for which title passes to the non-Federal entity may differ according 
to the purpose of the Federal award, if paragraph (h)(1) or (2) of this section applies. 

(1) If the purpose of the Federal award is to assist the non-Federal entity in the acquisition of 
equipment, buildings or land, the aggregate value of the donated property may be claimed as cost 
sharing or matching. 

(2) If the purpose of the Federal award is to support activities that require the use of 
equipment, buildings or land, normally only depreciation charges for equipment and buildings may 
be made. However, the fair market value of equipment or other capital assets and fair rental charges 
for land may be allowed, provided that the Federal awarding agency has approved the charges. See 
also 200.420 Considerations for selected items of cost. 

(i) The value of donated property must be determined in accordance with the usual accounting 
policies of the non-Federal entity, with the following qualifications: 

(1) The value of donated land and buildings must not exceed its fair market value at the time 
of donation to the non-Federal entity as established by an independent appraiser (e.g., certified real 
property appraiser or General Services Administration representative) and certified by a 
responsible official of the non-Federal entity as required by the Uniform Relocation Assistance 
and Real Property Acquisition Policies Act of 1970, as amended, (42 U.S.C. 4601-4655) (Uniform 
Act) except as provided in the implementing regulations at 49 CFR part 24. 

(2) The value of donated equipment must not exceed the fair market value of equipment of 
the same age and condition at the time of donation. 

(3) The value of donated space must not exceed the fair rental value of comparable space as 
established by an independent appraisal of comparable space and facilities in a privately-owned 
building in the same locality. 

(4) The value of loaned equipment must not exceed its fair rental value. 

(j) For third-party in-kind contributions, the fair market value of goods and services must be 
documented and to the extent feasible supported by the same methods used internally by the non-
Federal entity. 

(k) For IHEs, see also OMB memorandum M-01-06, dated January 5, 2001, Clarification of OMB 
A-21 Treatment of Voluntary Uncommitted Cost Sharing and Tuition Remission Costs. 

 

GENERAL PROVISIONS 

2 CFR 200.400 Policy guide. 
The application of these cost principles is based on the fundamental premises that: 
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(a) The non-Federal entity is responsible for the efficient and effective administration of the 
Federal award through the application of sound management practices. 

(b) The non-Federal entity assumes responsibility for administering Federal funds in a manner 
consistent with underlying agreements, program objectives, and the terms and conditions of the 
Federal award. 

(c) The non-Federal entity, in recognition of its own unique combination of staff, facilities, 
and experience, has the primary responsibility for employing whatever form of sound organization 
and management techniques may be necessary in order to assure proper and efficient 
administration of the Federal award. 

(d) The application of these cost principles should require no significant changes in the 
internal accounting policies and practices of the non-Federal entity. However, the accounting 
practices of the non-Federal entity must be consistent with these cost principles and support the 
accumulation of costs as required by the principles, and must provide for adequate documentation 
to support costs charged to the Federal award. 

(e) In reviewing, negotiating and approving cost allocation plans or indirect cost proposals, 
the cognizant agency for indirect costs should generally assure that the non-Federal entity is 
applying these cost accounting principles on a consistent basis during their review and negotiation 
of indirect cost proposals. Where wide variations exist in the treatment of a given cost item by the 
non-Federal entity, the reasonableness and equity of such treatments should be fully considered. 
See 200.56 Indirect (facilities & administrative (F&A)) costs. 

(f) For non-Federal entities that educate and engage students in research, the dual role of 
students as both trainees and employees (including pre- and post-doctoral staff) contributing to the 
completion of Federal awards for research must be recognized in the application of these 
principles. 

(g) The non-Federal entity may not earn or keep any profit resulting from Federal financial 
assistance, unless explicitly authorized by the terms and conditions of the Federal award. See also 
200.307 Program income. 

2 CFR 200.401 Application. 
(a) General. These principles must be used in determining the allowable costs of work 

performed by the non-Federal entity under Federal awards. These principles also must be used by 
the non-Federal entity as a guide in the pricing of fixed-price contracts and subcontracts where 
costs are used in determining the appropriate price. The principles do not apply to: 

(1) Arrangements under which Federal financing is in the form of loans, scholarships, 
fellowships, traineeships, or other fixed amounts based on such items as education allowance or 
published tuition rates and fees. 

(2) For IHEs, capitation awards, which are awards based on case counts or number of 
beneficiaries according to the terms and conditions of the Federal award. 
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(3) Fixed amount awards. See also Subpart A—Acronyms and Definitions, 200.45 Fixed 
amount awards and 200.201 Use of grant agreements (including fixed amount awards), 
cooperative agreements, and contracts. 

(4) Federal awards to hospitals (see Appendix IX to Part 200—Hospital Cost Principles). 

(5) Other awards under which the non-Federal entity is not required to account to the Federal 
Government for actual costs incurred. 

(b) Federal Contract. Where a Federal contract awarded to a non-Federal entity is subject to 
the Cost Accounting Standards (CAS), it incorporates the applicable CAS clauses, Standards, and 
CAS administration requirements per the 48 CFR Chapter 99 and 48 CFR part 30 (FAR Part 30). 
CAS applies directly to the CAS-covered contract and the Cost Accounting Standards at 48 CFR 
parts 9904 or 9905 takes precedence over the cost principles in this Subpart E—Cost Principles of 
this part with respect to the allocation of costs. When a contract with a non-Federal entity is subject 
to full CAS coverage, the allowability of certain costs under the cost principles will be affected by 
the allocation provisions of the Cost Accounting Standards (e.g., CAS 414—48 CFR 9904.414, 
Cost of Money as an Element of the Cost of Facilities Capital, and CAS 417—48 CFR 9904.417, 
Cost of Money as an Element of the Cost of Capital Assets Under Construction), apply rather the 
allowability provisions of 200.449 Interest. In complying with those requirements, the non-Federal 
entity's application of cost accounting practices for estimating, accumulating, and reporting costs 
for other Federal awards and other cost objectives under the CAS-covered contract still must be 
consistent with its cost accounting practices for the CAS-covered contracts. In all cases, only one 
set of accounting records needs to be maintained for the allocation of costs by the non-Federal 
entity. 

(c) Exemptions. Some nonprofit organizations, because of their size and nature of operations, can 
be considered to be similar to for-profit entities for purpose of applicability of cost principles. Such 
nonprofit organizations must operate under Federal cost principles applicable to for-profit entities 
located at 48 CFR 31.2. A listing of these organizations is contained in Appendix VIII to Part 
200—Nonprofit Organizations Exempted From Subpart E—Cost Principles of this part. Other 
organizations, as approved by the cognizant agency for indirect costs, may be added from time to 
time. 

 

BASIC CONSIDERATIONS 

2 CFR 200.402 Composition of costs. 
Total cost. The total cost of a Federal award is the sum of the allowable direct and allocable 

indirect costs less any applicable credits. 
 

2 CFR 200.403 Factors affecting allowability of costs. 
Except where otherwise authorized by statute, costs must meet the following general criteria 

in order to be allowable under Federal awards: 
(a) Be necessary and reasonable for the performance of the Federal award and be allocable 

thereto under these principles. 
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(b) Conform to any limitations or exclusions set forth in these principles or in the Federal 
award as to types or amount of cost items. 

(c) Be consistent with policies and procedures that apply uniformly to both federally-financed 
and other activities of the non-Federal entity. 

(d) Be accorded consistent treatment. A cost may not be assigned to a Federal award as a 
direct cost if any other cost incurred for the same purpose in like circumstances has been allocated 
to the Federal award as an indirect cost. 

(e) Be determined in accordance with generally accepted accounting principles (GAAP), 
except, for state and local governments and Indian tribes only, as otherwise provided for in this 
part. 

(f) Not be included as a cost or used to meet cost sharing or matching requirements of any 
other federally-financed program in either the current or a prior period. See also 200.306 Cost 
sharing or matching paragraph (b). 

(g) Be adequately documented. See also 200.300 Statutory and national policy requirements 
through 200.309 Period of performance of this part. 

 
2 CFR 200.404 Reasonable costs. 

A cost is reasonable if, in its nature and amount, it does not exceed that which would be 
incurred by a prudent person under the circumstances prevailing at the time the decision was made 
to incur the cost. The question of reasonableness is particularly important when the non-Federal 
entity is predominantly federally-funded. In determining reasonableness of a given cost, 
consideration must be given to: 

(a) Whether the cost is of a type generally recognized as ordinary and necessary for the 
operation of the non-Federal entity or the proper and efficient performance of the Federal award. 

(b) The restraints or requirements imposed by such factors as: sound business practices; arm's-
length bargaining; Federal, state, local, tribal, and other laws and regulations; and terms and 
conditions of the Federal award. 

(c) Market prices for comparable goods or services for the geographic area. 

(d) Whether the individuals concerned acted with prudence in the circumstances considering 
their responsibilities to the non-Federal entity, its employees, where applicable its students or 
membership, the public at large, and the Federal Government. 

(e) Whether the non-Federal entity significantly deviates from its established practices and 
policies regarding the incurrence of costs, which may unjustifiably increase the Federal award's 
cost. 

2 CFR 200.405 Allocable costs. 
(a) A cost is allocable to a particular Federal award or other cost objective if the goods or 

services involved are chargeable or assignable to that Federal award or cost objective in accordance 
with relative benefits received. This standard is met if the cost: 

(1) Is incurred specifically for the Federal award; 
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(2) Benefits both the Federal award and other work of the non-Federal entity and can be 
distributed in proportions that may be approximated using reasonable methods; and 

(3) Is necessary to the overall operation of the non-Federal entity and is assignable in part to 
the Federal award in accordance with the principles in this subpart. 

(b) All activities which benefit from the non-Federal entity's indirect (F&A) cost, including 
unallowable activities and donated services by the non-Federal entity or third parties, will receive 
an appropriate allocation of indirect costs. 

(c) Any cost allocable to a particular Federal award under the principles provided for in this 
part may not be charged to other Federal awards to overcome fund deficiencies, to avoid 
restrictions imposed by Federal statutes, regulations, or terms and conditions of the Federal 
awards, or for other reasons. However, this prohibition would not preclude the non-Federal entity 
from shifting costs that are allowable under two or more Federal awards in accordance with 
existing Federal statutes, regulations, or the terms and conditions of the Federal awards. 

(d) Direct cost allocation principles. If a cost benefits two or more projects or activities in 
proportions that can be determined without undue effort or cost, the cost must be allocated to the 
projects based on the proportional benefit. If a cost benefits two or more projects or activities in 
proportions that cannot be determined because of the interrelationship of the work involved, then, 
notwithstanding paragraph (c) of this section, the costs may be allocated or transferred to benefitted 
projects on any reasonable documented basis. Where the purchase of equipment or other capital 
asset is specifically authorized under a Federal award, the costs are assignable to the Federal award 
regardless of the use that may be made of the equipment or other capital asset involved when no 
longer needed for the purpose for which it was originally required. See also 200.310 Insurance 
coverage through 200.316 Property trust relationship and 200.439 Equipment and other capital 
expenditures. 

(e) If the contract is subject to CAS, costs must be allocated to the contract pursuant to the 
Cost Accounting Standards. To the extent that CAS is applicable, the allocation of costs in 
accordance with CAS takes precedence over the allocation provisions in this part. 

2 CFR 200.406 Applicable credits. 
(a) Applicable credits refer to those receipts or reduction-of-expenditure-type transactions 

that offset or reduce expense items allocable to the Federal award as direct or indirect (F&A) costs. 
Examples of such transactions are: purchase discounts, rebates or allowances, recoveries or 
indemnities on losses, insurance refunds or rebates, and adjustments of overpayments or erroneous 
charges. To the extent that such credits accruing to or received by the non-Federal entity relate to 
allowable costs, they must be credited to the Federal award either as a cost reduction or cash 
refund, as appropriate. 

(b) In some instances, the amounts received from the Federal Government to finance activities 
or service operations of the non-Federal entity should be treated as applicable credits. Specifically, 
the concept of netting such credit items (including any amounts used to meet cost sharing or 
matching requirements) must be recognized in determining the rates or amounts to be charged to 



8 
 

the Federal award. (See 200.436 Depreciation and 200.468 Specialized service facilities, for areas 
of potential application in the matter of Federal financing of activities.) 

2 CFR 200.407 Prior written approval (prior approval). 
Under any given Federal award, the reasonableness and allocability of certain items of costs 

may be difficult to determine. In order to avoid subsequent disallowance or dispute based on 
unreasonableness or non-allocability, the non-Federal entity may seek the prior written approval 
of the cognizant agency for indirect costs or the Federal awarding agency in advance of the 
incurrence of special or unusual costs. Prior written approval should include the timeframe or 
scope of the agreement. The absence of prior written approval on any element of cost will not, in 
itself, affect the reasonableness or allocability of that element, unless prior approval is specifically 
required for allowability as described under certain circumstances in the following sections of this 
part: 

(a) 200.201 Use of grant agreements (including fixed amount awards), cooperative 
agreements, and contracts, paragraph (b)(5); 

(b) 200.306 Cost sharing or matching; 
(c) 200.307 Program income; 
(d) 200.308 Revision of budget and program plans; 
(e) 200.311 Real property; 
(f) 200.313 Equipment; 
(g) 200.332 Fixed amount subawards; 
(h) 200.413 Direct costs, paragraph (c); 
(i) 200.430 Compensation—personal services, paragraph (h); 
(j) 200.431 Compensation—fringe benefits; 
(k) 200.438 Entertainment costs; 
(l) 200.439 Equipment and other capital expenditures; 
(m) 200.440 Exchange rates; 
(n) 200.441 Fines, penalties, damages and other settlements; 
(o) 200.442 Fund raising and investment management costs; 
(p) 200.445 Goods or services for personal use; 
(q) 200.447 Insurance and indemnification; 
(r) 200.454 Memberships, subscriptions, and professional activity costs, paragraph (c); 
(s) 200.455 Organization costs; 
(t) 200.456 Participant support costs; 
(u) 200.458 Pre-award costs; 
(v) 200.462 Rearrangement and reconversion costs; 
(w) 200.467 Selling and marketing costs; 
(x) 200.470 Taxes (including Value Added Tax); and 
(y) 200.474 Travel costs. 
 

2 CFR 200.408 Limitation on allowance of costs. 
The Federal award may be subject to statutory requirements that limit the allowability of 

costs. When the maximum amount allowable under a limitation is less than the total amount 
determined in accordance with the principles in this part, the amount not recoverable under the 
Federal award may not be charged to the Federal award. 
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2 CFR 200.409 Special considerations. 
In addition to the basic considerations regarding the allowability of costs highlighted in this 

subtitle, other subtitles in this part describe special considerations and requirements applicable to 
states, local governments, Indian tribes, and IHEs. In addition, certain provisions among the items 
of cost in this subpart, are only applicable to certain types of non-Federal entities, as specified in 
the following sections: 

(a) Direct and Indirect (F&A) Costs (200.412 Classification of costs through 200.415 
Required certifications) of this subpart; 

(b) Special Considerations for States, Local Governments and Indian Tribes (200.416 Cost 
allocation plans and indirect cost proposals and 200.417 Interagency service) of this subpart; and 

(c) Special Considerations for Institutions of Higher Education (200.418 Costs incurred by 
states and local governments and 200.419 Cost accounting standards and disclosure statement) of 
this subpart. 

 

2 CFR 200.410 Collection of unallowable costs. 
Payments made for costs determined to be unallowable by either the Federal awarding 

agency, cognizant agency for indirect costs, or pass-through entity, either as direct or indirect costs, 
must be refunded (including interest) to the Federal Government in accordance with instructions 
from the Federal agency that determined the costs are unallowable unless Federal statute or 
regulation directs otherwise. See also Subpart D—Post Federal Award Requirements of this part, 
200.300 Statutory and national policy requirements through 200.309 Period of performance. 

 
2 CFR 200.411 Adjustment of previously negotiated indirect (F&A) cost rates containing 
unallowable costs. 

(a) Negotiated indirect (F&A) cost rates based on a proposal later found to have included 
costs that: 

(1) Are unallowable as specified by Federal statutes, regulations or the terms and conditions 
of a Federal award; or 

(2) Are unallowable because they are not allocable to the Federal award(s), must be adjusted, 
or a refund must be made, in accordance with the requirements of this section. These adjustments 
or refunds are designed to correct the proposals used to establish the rates and do not constitute a 
reopening of the rate negotiation. The adjustments or refunds will be made regardless of the type 
of rate negotiated (predetermined, final, fixed, or provisional). 

(b) For rates covering a future fiscal year of the non-Federal entity, the unallowable costs will 
be removed from the indirect (F&A) cost pools and the rates appropriately adjusted. 

(c) For rates covering a past period, the Federal share of the unallowable costs will be 
computed for each year involved and a cash refund (including interest chargeable in accordance 
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with applicable regulations) will be made to the Federal Government. If cash refunds are made for 
past periods covered by provisional or fixed rates, appropriate adjustments will be made when the 
rates are finalized to avoid duplicate recovery of the unallowable costs by the Federal Government. 

(d) For rates covering the current period, either a rate adjustment or a refund, as described in 
paragraphs (b) and (c) of this section, must be required by the cognizant agency for indirect costs. 
The choice of method must be at the discretion of the cognizant agency for indirect costs, based 
on its judgment as to which method would be most practical. 

(e) The amount or proportion of unallowable costs included in each year's rate will be assumed to 
be the same as the amount or proportion of unallowable costs included in the base year proposal 
used to establish the rate 

DIRECT AND INDIRECT (F&A) COSTS 

2 CFR 200.412 Classification of costs. 
There is no universal rule for classifying certain costs as either direct or indirect (F&A) under 

every accounting system. A cost may be direct with respect to some specific service or function, 
but indirect with respect to the Federal award or other final cost objective. Therefore, it is essential 
that each item of cost incurred for the same purpose be treated consistently in like circumstances 
either as a direct or an indirect (F&A) cost in order to avoid possible double-charging of Federal 
awards. Guidelines for determining direct and indirect (F&A) costs charged to Federal awards are 
provided in this subpart. 

 
 

2 CFR 200.413 Direct costs. 
(a) General. Direct costs are those costs that can be identified specifically with a particular 

final cost objective, such as a Federal award, or other internally or externally funded activity, or 
that can be directly assigned to such activities relatively easily with a high degree of accuracy. 
Costs incurred for the same purpose in like circumstances must be treated consistently as either 
direct or indirect (F&A) costs. See also 200.405 Allocable costs. 

(b) Application to Federal awards. Identification with the Federal award rather than the 
nature of the goods and services involved is the determining factor in distinguishing direct from 
indirect (F&A) costs of Federal awards. Typical costs charged directly to a Federal award are the 
compensation of employees who work on that award, their related fringe benefit costs, the costs 
of materials and other items of expense incurred for the Federal award. If directly related to a 
specific award, certain costs that otherwise would be treated as indirect costs may also include 
extraordinary utility consumption, the cost of materials supplied from stock or services rendered 
by specialized facilities or other institutional service operations. 

(c) The salaries of administrative and clerical staff should normally be treated as indirect 
(F&A) costs. Direct charging of these costs may be appropriate only if all of the following 
conditions are met: 

(1) Administrative or clerical services are integral to a project or activity; 
(2) Individuals involved can be specifically identified with the project or activity; 
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(3) Such costs are explicitly included in the budget or have the prior written approval of the      
Federal awarding agency; and 
(4) The costs are not also recovered as indirect costs. 

(d) Minor items. Any direct cost of minor amount may be treated as an indirect (F&A) cost 
for reasons of practicality where such accounting treatment for that item of cost is consistently 
applied to all Federal and non-Federal cost objectives. 

(e) The costs of certain activities are not allowable as charges to Federal awards. However, 
even though these costs are unallowable for purposes of computing charges to Federal awards, 
they nonetheless must be treated as direct costs for purposes of determining indirect (F&A) cost 
rates and be allocated their equitable share of the non-Federal entity's indirect costs if they 
represent activities which: 

(1) Include the salaries of personnel, 
(2) Occupy space, and 
(3) Benefit from the non-Federal entity's indirect (F&A) costs. 

(f) For nonprofit organizations, the costs of activities performed by the non-Federal entity 
primarily as a service to members, clients, or the general public when significant and necessary to 
the non-Federal entity's mission must be treated as direct costs whether or not allowable, and be 
allocated an equitable share of indirect (F&A) costs. Some examples of these types of activities 
include: 

(1) Maintenance of membership rolls, subscriptions, publications, and related functions. See 
also 200.454 Memberships, subscriptions, and professional activity costs. 

(2) Providing services and information to members, legislative or administrative bodies, or 
the public. See also 200.454 Memberships, subscriptions, and professional activity costs and 
200.450 Lobbying. 

(3) Promotion, lobbying, and other forms of public relations. See also 200.421 Advertising 
and public relations and 200.450 Lobbying. 

(4) Conferences except those held to conduct the general administration of the non-Federal 
entity. See also 200.432 Conferences. 

(5) Maintenance, protection, and investment of special funds not used in operation of the non-
Federal entity. See also 200.442 Fund raising and investment management costs. 

(6) Administration of group benefits on behalf of members or clients, including life and 
hospital insurance, annuity or retirement plans, and financial aid. See also 200.431 
Compensation—fringe benefits. 
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2 CFR 200.414 Indirect (F&A) costs. 
(a) Facilities and Administration Classification. For major IHEs and major nonprofit 
organizations, indirect (F&A) costs must be classified within two broad categories: “Facilities” 
and “Administration.” “Facilities” is defined as depreciation on buildings, equipment and capital 
improvement, interest on debt associated with certain buildings, equipment and capital 
improvements, and operations and maintenance expenses. “Administration” is defined as general 
administration and general expenses such as the director's office, accounting, personnel and all 
other types of expenditures not listed specifically under one of the subcategories of “Facilities” 
(including cross allocations from other pools, where applicable). For nonprofit organizations, 
library expenses are included in the “Administration” category; for institutions of higher education, 
they are included in the “Facilities” category. Major IHEs are defined as those required to use the 
Standard Format for Submission as noted in Appendix III to Part 200—Indirect (F&A) Costs 
Identification and Assignment, and Rate Determination for Institutions of Higher Education 
(IHEs) paragraph C. 11. Major nonprofit organizations are those which receive more than $10 
million dollars in direct Federal funding. 

(b) Diversity of nonprofit organizations. Because of the diverse characteristics and accounting 
practices of nonprofit organizations, it is not possible to specify the types of cost which may be 
classified as indirect (F&A) cost in all situations. Identification with a Federal award rather than 
the nature of the goods and services involved is the determining factor in distinguishing direct 
from indirect (F&A) costs of Federal awards. However, typical examples of indirect (F&A) cost 
for many nonprofit organizations may include depreciation on buildings and equipment, the costs 
of operating and maintaining facilities, and general administration and general expenses, such as 
the salaries and expenses of executive officers, personnel administration, and accounting. 

(c) Federal Agency Acceptance of Negotiated Indirect Cost Rates. (See also 200.306 Cost 
sharing or matching.) 

(1) The negotiated rates must be accepted by all Federal awarding agencies. A Federal 
awarding agency may use a rate different from the negotiated rate for a class of Federal awards or 
a single Federal award only when required by Federal statute or regulation, or when approved by 
a Federal awarding agency head or delegate based on documented justification as described in 
paragraph (c)(3) of this section. 

(2) The Federal awarding agency head or delegate must notify OMB of any approved 
deviations. 

(3) The Federal awarding agency must implement, and make publicly available, the policies, 
procedures and general decision making criteria that their programs will follow to seek and justify 
deviations from negotiated rates. 

(4) As required under 200.203 Notices of funding opportunities, the Federal awarding agency 
must include in the notice of funding opportunity the policies relating to indirect cost rate 
reimbursement, matching, or cost share as approved under paragraph (e)(1) of this section. As 
appropriate, the Federal agency should incorporate discussion of these policies into Federal 
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awarding agency outreach activities with non-Federal entities prior to the posting of a notice of 
funding opportunity. 

(d) Pass-through entities are subject to the requirements in 200.331 Requirements for pass-
through entities, paragraph (a)(4). 

(e) Requirements for development and submission of indirect (F&A) cost rate proposals and 
cost allocation plans are contained in Appendices III-VII and Appendix IX as follows: 

(1) Appendix III to Part 200—Indirect (F&A) Costs Identification and Assignment, and Rate 
Determination for Institutions of Higher Education (IHEs); 

(2) Appendix IV to Part 200—Indirect (F&A) Costs Identification and Assignment, and Rate 
Determination for Nonprofit Organizations; 

(3) Appendix V to Part 200—State/Local Governmentwide Central Service Cost Allocation 
Plans; 

(4) Appendix VI to Part 200—Public Assistance Cost Allocation Plans; 
(5) Appendix VII to Part 200—States and Local Government and Indian Tribe Indirect Cost 

Proposals; and 
(6) Appendix IX to Part 200—Hospital Cost Principles. 

(f) In addition to the procedures outlined in the appendices in paragraph (e) of this section, 
any non-Federal entity that has never received a negotiated indirect cost rate, except for those non-
Federal entities described in Appendix VII to Part 200—States and Local Government and Indian 
Tribe Indirect Cost Proposals, paragraph D.1.b, may elect to charge a de minimis rate of 10% of 
modified total direct costs (MTDC) which may be used indefinitely. As described in 200.403 
Factors affecting allowability of costs, costs must be consistently charged as either indirect or 
direct costs, but may not be double charged or inconsistently charged as both. If chosen, this 
methodology once elected must be used consistently for all Federal awards until such time as a 
non-Federal entity chooses to negotiate for a rate, which the non-Federal entity may apply to do at 
any time. 

(g) Any non-Federal entity that has a current federally negotiated indirect cost rate may apply 
for a one-time extension of the rates in that agreement for a period of up to four years. This 
extension will be subject to the review and approval of the cognizant agency for indirect costs. If 
an extension is granted the non-Federal entity may not request a rate review until the extension 
period ends. At the end of the 4-year extension, the non-Federal entity must re-apply to negotiate 
a rate. Subsequent one-time extensions (up to four years) are permitted if a renegotiation is 
completed between each extension request. 

2 CFR 200.415 Required certifications. 
Required certifications include: 
(a) To assure that expenditures are proper and in accordance with the terms and conditions of the 
Federal award and approved project budgets, the annual and final fiscal reports or vouchers 
requesting payment under the agreements must include a certification, signed by an official who 
is authorized to legally bind the non-Federal entity, which reads as follows: “By signing this report, 
I certify to the best of my knowledge and belief that the report is true, complete, and accurate, and 
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the expenditures, disbursements and cash receipts are for the purposes and objectives set forth in 
the terms and conditions of the Federal award. I am aware that any false, fictitious, or fraudulent 
information, or the omission of any material fact, may subject me to criminal, civil or 
administrative penalties for fraud, false statements, false claims or otherwise. (U.S. Code Title 18, 
Section 1001 and Title 31, Sections 3729-3730 and 3801-3812).” 

(b) Certification of cost allocation plan or indirect (F&A) cost rate proposal. Each cost 
allocation plan or indirect (F&A) cost rate proposal must comply with the following: 

(1) A proposal to establish a cost allocation plan or an indirect (F&A) cost rate, whether 
submitted to a Federal cognizant agency for indirect costs or maintained on file by the non-Federal 
entity, must be certified by the non-Federal entity using the Certificate of Cost Allocation Plan or 
Certificate of Indirect Costs as set forth in Appendices III through VII, and Appendix IX. The 
certificate must be signed on behalf of the non-Federal entity by an individual at a level no lower 
than vice president or chief financial officer of the non-Federal entity that submits the proposal. 

(2) Unless the non-Federal entity has elected the option under 200.414 Indirect (F&A) costs, 
paragraph (f), the Federal Government may either disallow all indirect (F&A) costs or unilaterally 
establish such a plan or rate when the non-Federal entity fails to submit a certified proposal for 
establishing such a plan or rate in accordance with the requirements. Such a plan or rate may be 
based upon audited historical data or such other data that have been furnished to the cognizant 
agency for indirect costs and for which it can be demonstrated that all unallowable costs have been 
excluded. When a cost allocation plan or indirect cost rate is unilaterally established by the Federal 
Government because the non-Federal entity failed to submit a certified proposal, the plan or rate 
established will be set to ensure that potentially unallowable costs will not be reimbursed. 

(c) Certifications by non-profit organizations as appropriate that they did not meet the 
definition of a major nonprofit organization as defined in 200.414 Indirect (F&A) costs, paragraph 
(a). 

(d) See also 200.450 Lobbying for another required certification. 

SPECIAL CONSIDERATIONS FOR STATES, LOCAL GOVERNMENTS AND INDIAN TRIBES 

2 CFR 200.416 Cost allocation plans and indirect cost proposals. 
(a) For states, local governments and Indian tribes, certain services, such as motor pools, 

computer centers, purchasing, accounting, etc., are provided to operating agencies on a centralized 
basis. Since Federal awards are performed within the individual operating agencies, there needs to 
be a process whereby these central service costs can be identified and assigned to benefitted 
activities on a reasonable and consistent basis. The central service cost allocation plan provides 
that process. 

(b) Individual operating agencies (governmental department or agency), normally charge 
Federal awards for indirect costs through an indirect cost rate. A separate indirect cost rate(s) 
proposal for each operating agency is usually necessary to claim indirect costs under Federal 
awards. Indirect costs include: 
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(1) The indirect costs originating in each department or agency of the governmental unit 
carrying out Federal awards and  

(2) The costs of central governmental services distributed through the central service cost 
allocation plan and not otherwise treated as direct costs. 

(c) The requirements for development and submission of cost allocation plans (for central 
service costs and public assistance programs) and indirect cost rate proposals are contained in 
appendices IV, V and VI to this part. 

2 CFR 200.417 Interagency service. 
The cost of services provided by one agency to another within the governmental unit may include 
allowable direct costs of the service plus a pro-rated share of indirect costs. A standard indirect 
cost allowance equal to ten percent of the direct salary and wage cost of providing the service 
(excluding overtime, shift premiums, and fringe benefits) may be used in lieu of determining the 
actual indirect costs of the service. These services do not include centralized services included in 
central service cost allocation plans as described in Appendix V to Part 200—State/Local 
Government and Indian Tribe-Wide Central Service Cost Allocation Plans. 
 

SPECIAL CONSIDERATIONS FOR INSTITUTIONS OF HIGHER EDUCATION 

20 CFR 200.418 Costs incurred by states and local governments. 
Costs incurred or paid by a state or local government on behalf of its IHEs for fringe benefit 

programs, such as pension costs and FICA and any other costs specifically incurred on behalf of, 
and in direct benefit to, the IHEs, are allowable costs of such IHEs whether or not these costs are 
recorded in the accounting records of the institutions, subject to the following: 

(a) The costs meet the requirements of §§200.402 Composition of costs through 200.411 
Adjustment of previously negotiated indirect (F&A) cost rates containing unallowable costs, of 
this subpart; 

(b) The costs are properly supported by approved cost allocation plans in accordance with 
applicable Federal cost accounting principles in this part; and 

(c) The costs are not otherwise borne directly or indirectly by the Federal Government. 

20 CFR 200.419 Cost accounting standards and disclosure statement. 
(a) An IHE that receives aggregate Federal awards totaling $50 million or more in Federal 

awards subject to this part in its most recently completed fiscal year must comply with the Cost 
Accounting Standards Board's cost accounting standards located at 48 CFR 9905.501, 9905.502, 
9905.505, and 9905.506. CAS-covered contracts awarded to the IHEs are subject to the CAS 
requirements at 48 CFR 9900 through 9999 and 48 CFR part 30 (FAR Part 30). 

(b) Disclosure statement. An IHE that receives aggregate Federal awards totaling $50 million 
or more subject to this part during its most recently completed fiscal year must disclose their cost 
accounting practices by filing a Disclosure Statement (DS-2), which is reproduced in Appendix III 
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to Part 200—Indirect (F&A) Costs Identification and Assignment, and Rate Determination for 
Institutions of Higher Education (IHEs). With the approval of the cognizant agency for indirect 
costs, an IHE may meet the DS-2 submission by submitting the DS-2 for each business unit that 
received $50 million or more in Federal awards. 

(1) The DS-2 must be submitted to the cognizant agency for indirect costs with a copy to the 
IHE's cognizant agency for audit. 

(2) An IHE is responsible for maintaining an accurate DS-2 and complying with disclosed 
cost accounting practices. An IHE must file amendments to the DS-2 to the cognizant agency for 
indirect costs six months in advance of a disclosed practice being changed to comply with a new 
or modified standard, or when a practice is changed for other reasons. An IHE may proceed with 
implementing the change only if it has not been notified by the Federal cognizant agency for 
indirect costs that either a longer period will be needed for review or there are concerns with the 
potential change within the six months period. Amendments of a DS-2 may be submitted at any 
time. Resubmission of a complete, updated DS-2 is discouraged except when there are extensive 
changes to disclosed practices. 

(3) Cost and funding adjustments. Cost adjustments must be made by the cognizant agency 
for indirect costs if an IHE fails to comply with the cost policies in this part or fails to consistently 
follow its established or disclosed cost accounting practices when estimating, accumulating or 
reporting the costs of Federal awards, and the aggregate cost impact on Federal awards is material. 
The cost adjustment must normally be made on an aggregate basis for all affected Federal awards 
through an adjustment of the IHE's future F&A costs rates or other means considered appropriate 
by the cognizant agency for indirect costs. Under the terms of CAS covered contracts, adjustments 
in the amount of funding provided may also be required when the estimated proposal costs were 
not determined in accordance with established cost accounting practices. 

(4) Overpayments. Excess amounts paid in the aggregate by the Federal Government under 
Federal awards due to a noncompliant cost accounting practice used to estimate, accumulate, or 
report costs must be credited or refunded, as deemed appropriate by the cognizant agency for 
indirect costs. Interest applicable to the excess amounts paid in the aggregate during the period of 
noncompliance must also be determined and collected in accordance with applicable Federal 
agency regulations. 

(5) Compliant cost accounting practice changes. Changes from one compliant cost 
accounting practice to another compliant practice that are approved by the cognizant agency for 
indirect costs may require cost adjustments if the change has a material effect on Federal awards 
and the changes are deemed appropriate by the cognizant agency for indirect costs. 

(6) Responsibilities. The cognizant agency for indirect cost must: 

(i) Determine cost adjustments for all Federal awards in the aggregate on behalf of the Federal 
Government. Actions of the cognizant agency for indirect cost in making cost adjustment 
determinations must be coordinated with all affected Federal awarding agencies to the extent 
necessary. 
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(ii) Prescribe guidelines and establish internal procedures to promptly determine on behalf of 
the Federal Government that a DS-2 adequately discloses the IHE's cost accounting practices and 
that the disclosed practices are compliant with applicable CAS and the requirements of this part. 

(iii) Distribute to all affected Federal awarding agencies any DS-2 determination of adequacy 
or noncompliance. 

Action Required:  
This guidance must be shared with all relevant local board staff who are involved in the 
development of resource sharing agreements.  

 
References and Links:  
20 CFR 683.410(b) 
 
2 CFR 200 (Uniform Administrative Requirements, Cost Principia and Audit Requirements):  
http://www.ecfr.gov/cgi-bin/text-idx?tpl=/ecfrbrowse/Title02/2cfr200_main_02.tpl  
 
 
Authority 
New Jersey Department of Labor and Workforce Development X 
State Employment And Training Commission   

 
 
Questions 
For questions regarding this guidance, contact Jerry Calamia, Director, Office of Internal Audit at 
gerald.calamia@dol.nj.gov . 
 


