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Purpose:
To provide guidance with respect to established cost principles that regula proper
distribution of funds for programs funded in whole or in part under Title I of \MOA.

Background:
The Office of Management and Budget (OMB) has streamlined the Federal government's
guidance on administrative requirements, cost principles, and audit requirements for Federal
awards. These modifications are a key component of a larger Federal effort to more effectively
focus Federal resources on improving performance and outcomes while ensuring the financial
integrity of programs funded under Title I of the Workforce Innovation and Opportunity Act
0,\IIOA). The reform of OMB guidance is set to improve the integrþ of the fìnancial
management and operation of Federal programs and strengthen accountability for Federal
dollars by improving policies that protect against waste, fraud, and abuse.
Recipients and sub-recipients must establish and maintain effective internal controls, in relation
to WorKorce Connections awards, that provide reasonable assurance that awards are being
managed in compliance with Federal statutes, regulations, State and local policies procedures,
and the terms and conditions of the award.

Policy:
Pursuant to requirements set forth at Title z of the Code of Federal Regulations (CFR) for
financial management systems, Workforce Connections (WC) and its sub-recipients must
develop a cost distribution process for distributing all direct shared costs incurred in the
operation of their programs. All cost distribution methodologies for direct shared costs must
cõnform to Federal cost principles under 2 CFR Part zoo and zgoo respectiveþ. Generaþ
accepted accounting principles should serve as the basis for the Cost Distribution Plan (CDP).

Reference:
Public Law (P.L.) 1$-128 \4IIOA Sec. r84; 2 CFR Part zoo; zgoo Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for Federal awards; TEGL r5-r4; State
Compliance Policies SCP 9.6 and 9.7; One-Stop Comprehensive Financial Management
Technical Assistance Guide Part II

WC Cost Distribution Requirements
A CDP shall be required to support the distribution of any shared direct award expenditures that
benefit more than one program or cost category, and that the CDP must be submitted to the
Department of Employment Training and Rehabilitation (DETR) for compliance review and
approval by the end ofthe third quarter ofeach program year, or as required. All costs included
in the plan shall be supported by accounting records that substantiate the propriety of charges.
WC shall retain on file all documentation supporting the methodology utilized to determine cost
distribution, and the methodology must reflect some measure of actual activity. Budget
allocations or other estimates are not adequate documentation.
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WC Sub-recipient Cost Distribution Requirements
A CDP shall be required to support the distribution of any shared direct award expenditures that
benefit more than one program or cost category, and that the CDP must be submitted to WC for
compliance review and approval by the end of the first quarter of the award. All costs included in
the plan shall be supported by accounting records that substantiate the propriety ofcharges.
Sub-recipients shall retain on file all documentation supporting the methodology utilized to
determine cost distribution, and the methodology must reflect some measure of actual activity.
Budget allocations or other estimates are not adequate documentation.

I. Cost Distribution
.d In General, allocability is one of the basic cost principles used in determining whether

costs are allowable to Federal funded awards. Allocability is a measure of the extent to
which a cost benefìts the Federal grant in general and its cost objectives in particular.

B. There is no universal rule for classifying certain costs as either direct or indirect 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 is treated
consistently in like circumstances either as a direct or an indirect cost in order to avoid
possible double-charging of Federal awards.

C. Costs must be treated uniformly across program elements or from year to year. Costs
that are indirect for some awards cannot be considered direct costs for another award.
This means that a cost may not be charged to the award as direct cost if any other cost
incurred for the same purpose, in like circumstances, has been charged to another award
as an indirect cost. Any allowable cost allocable to a WIOA Title I formula award may not
be charged to any other Federal award to overcome fund deficiencies, to avoid
restrictions imposed by law or terms of the Federal award, or for other reasons.

D. Applicable Distribution Terms:
t. The CDP is the documentation which describes how allowable shared direct costs are

identified, accumulated and distributed to the appropriate cost objectives. It can only
be used to distribute shared direct costs. The CDP also identifies the allocation
methods used for distributing the costs. A CDP must be developed and submitted to
WC for review and approval by the end of the first quarter of the award, and must be
supported by formal accounting records to substantiate the propriety of eventual
charges.

z. Direct Cost
Direct costs maybe specifically identified with and assigned to a final cost objective,
such as an ETA cost category. Direct costs are charged directþ to a final cost
objective such as a cost category or the ETA-funded award and do not require any
further allocation or breakdown by funding source or cost category.

[e.g., the salary cost of a staff person performing case management duties only for
\AIIOATitle I adult participants is directly assignable to the award cost category
under the adult formula award. It is fuþ chargeable to the WIOA Title I adult
program because the case manager is serving adult participants on$.
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