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(3) Costs of goods and services used 
for administrative functions of the pro-
gram, including goods and services 
such as rental or purchase of equip-
ment, utilities, office supplies, postage, 
and rental and maintenance of office 
space; 

(4) Travel costs incurred for official 
business in carrying out administrative 
activities or the overall management 
of the program; and 

(5) Costs of information systems re-
lated to administrative functions (for 
example, personnel, procurement, pur-
chasing, property management, ac-
counting, and payroll systems) includ-
ing the purchase, systems develop-
ment, and operating costs of such sys-
tems. (OAA sec. 502(c)(4)). 

(c) First-tier subrecipients are those 
subrecipients that receive SCSEP funds 
directly from an SCSEP recipient and 
perform the following activities for all 
participants: 

(1) Eligibility determination; 
(2) Participant assessment; 
(3) Development of and placement 

into community service opportunities. 

§ 641.859 What other special rules gov-
ern the classification of costs as ad-
ministrative costs or program 
costs? 

(a) Recipients and subrecipients must 
comply with the special rules for 
classifying costs as administrative 
costs or program costs set forth in 
paragraphs (b) through (e) of this sec-
tion. 

(b)(1) Costs of awards by recipients 
and first-tier subrecipients that are 
solely for the performance of their own 
administrative functions are classified 
as administrative costs. 

(2) Costs incurred by recipients and 
first tier subrecipients for administra-
tive functions listed in § 641.856(b) are 
classified as administrative costs. 

(3) Costs incurred by vendors per-
forming administrative functions for 
recipients and first tier subrecipients 
are classified as administrative costs. 

(4) Except as provided in paragraph 
(b)(1), all costs incurred by subrecipi-
ents other than first-tier subrecipients 
are classified as program costs. 

(5) Except as provided in paragraph 
(b)(3) of this section (i.e., costs that are 
incurred to perform administrative 
functions for recipients and first tier 

subrecipients), all costs incurred by 
vendors are program costs. (See 29 CFR 
99.210 for a discussion of factors dif-
ferentiating subrecipients from ven-
dors.) 

(c) Personnel and related non-per-
sonnel costs of staff who perform both 
administrative functions specified in 
§ 641.856(b) and programmatic services 
or activities must be allocated as ad-
ministrative or program costs to the 
benefiting cost objectives/categories 
based on documented distributions of 
actual time worked or other equitable 
cost allocation methods. 

(d) Specific costs charged to an over-
head or indirect cost pool that can be 
identified directly as a program cost 
must be charged as a program cost. 
Documentation of such charges must 
be maintained. 

(e) Costs of the following information 
systems including the purchase, sys-
tems development and operating (e.g., 
data entry) costs are charged to the 
‘‘program cost’’ category: 

(1) Tracking or monitoring of partici-
pant and performance information; 

(2) Employment statistics informa-
tion, including job listing information, 
job skills information, and demand oc-
cupation information; and 

(3) Local area performance informa-
tion. 

§ 641.861 Must SCSEP recipients pro-
vide funding for the administrative 
costs of subrecipients? 

(a) Recipients and subrecipients must 
obtain funding for administrative costs 
to the extent practicable from non- 
Federal sources. (OAA sec. 502(c)(5)). 

(b) SCSEP recipients must ensure 
that sufficient funding is provided for 
the administrative activities of sub-
recipients that receive SCSEP funding 
through the recipient. Each SCSEP re-
cipient must describe in its grant ap-
plication the methodology used to en-
sure that subrecipients receive suffi-
cient funding for their administrative 
activities. (OAA sec. 502(b)(1)(R)). 

§ 641.864 What functions and activities 
constitute program costs? 

Program costs include, but are not 
limited to, the costs of the following 
functions: 
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(a) Participant Wages and Fringe 
Benefits, consisting of wages paid and 
fringe benefits provided to participants 
for hours of community service assign-
ments, as described in § 641.565; 

(b) Outreach, recruitment and selec-
tion, intake, orientation, assessment, 
and preparation and updating of IEPs; 

(c) Participant training provided on 
the job, in a classroom setting, or uti-
lizing other appropriate arrangements, 
consisting of reasonable costs of in-
structors’ salaries, classroom space, 
training supplies, materials, equip-
ment, and tuition; 

(d) Subject to the restrictions in 
§ 641.535(c), job placement assistance, 
including job development and job 
search assistance, job fairs, job clubs, 
and job referrals; and 

(e) Participant supportive services, 
as described in § 641.545. (OAA sec. 
502(c)(6)(A)). 

§ 641.867 What are the limitations on 
the amount of SCSEP administra-
tive costs? 

(a) Except as provided in paragraph 
(b), no more than 13.5 percent of the 
SCSEP funds received for a Program 
Year may be used for administrative 
costs. 

(b) The Department may increase the 
amount available for administrative 
costs to not more than 15 percent, in 
accordance with § 641.870. (OAA sec. 
502(c)(3)). 

§ 641.870 Under what circumstances 
may the administrative cost limita-
tion be increased? 

(a) SCSEP recipients may request 
that the Department increase the 
amount available for administrative 
costs. The Department may honor the 
request if: 

(1) The Department determines that 
it is necessary to carry out the project; 
and 

(2) The recipient demonstrates that: 
(i) Major administrative cost in-

creases are being incurred in necessary 
program components, including liabil-
ity insurance, payments for workers’ 
compensation, costs associated with 
achieving unsubsidized placement 
goals, and other operation require-
ments imposed by the Department; 

(ii) The number of employment posi-
tions in the project or the number of 

minority eligible individuals partici-
pating in the project will decline if the 
amount available for paying the cost of 
administration is not increased; or 

(iii) The size of the project is so 
small that the amount of administra-
tive expenses incurred to carry out the 
project necessarily exceeds 13.5 percent 
of the amount for such project. (OAA 
sec. 502(c)(3)). 

(b) A request by a recipient or pro-
spective recipient for an increase in 
the amount available for administra-
tive costs may be submitted as part of 
the grant application or as a separate 
submission at any time after the grant 
award. 

§ 641.873 What minimum expenditure 
levels are required for participant 
wages and fringe benefits? 

(a) Not less than 75 percent of the 
SCSEP funds provided under a grant 
from the Department must be used to 
pay for the wages and fringe benefits of 
participants in such projects, including 
awards made under section 502(e) of the 
OAA. (OAA sec. 502(c)(6)(B)). 

(b) An SCSEP recipient is in compli-
ance with this provision if at least 75 
percent of the total expenditures of 
SCSEP funds provided to the recipient 
were for wages and benefits, even if one 
or more subrecipients did not expend at 
least 75 percent of their SCSEP funds 
for wages and fringe benefits for com-
munity service projects. 

(c) Recipients receiving both general 
SCSEP funds and section 502(e) funds 
must meet the 75 percent requirement 
based on the total of both grants. 

§ 641.876 When will compliance with 
cost limitations and minimum ex-
penditure levels be determined? 

The Department will determine com-
pliance by examining expenditures of 
SCSEP funds. The cost limitations and 
minimum expenditure level require-
ments must be met at the time all such 
funds have been expended or the period 
of availability of such funds has ex-
pired, whichever comes first. 

§ 641.879 What are the fiscal and per-
formance reporting requirements 
for recipients? 

(a) In accordance with 29 CFR 97.40 or 
29 CFR 95.51, as appropriate, each 
SCSEP recipient must submit an 
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