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(7T) Records. Costs and third party in-
kind contributions counting towards
satisfying a cost-sharing or matching
requirement must be verifiable from
the records of grantees and subgrantee
or cost-type contractors. These records
must show how the value placed on
third party in-kind contributions was
derived. To the extent feasible, volun-
teer services will be supported by the
same methods that the organization
uses to support the allocability of reg-
ular personnel costs.

(8) Special standards for third party in-
kind contributions. (i) Third party in-
kind contributions count towards sat-
isfying a cost-sharing or matching re-
quirement only where, if the party re-
ceiving the contributions were to pay
for them, the payments would be allow-
able costs.

(ii) Some third party in-kind con-
tributions are goods and services that,
if the grantee, subgrantee, or con-
tractor receiving the contribution had
to pay for them, the payments would
have been an indirect costs. Cost shar-
ing or matching credit for such con-
tributions shall be given only if the
grantee, subgrantee, or contractor has
established, along with its regular indi-
rect cost rate, a special rate for allo-
cating to individual projects or pro-
grams the value of the contributions.

(iii) A third party in-kind contribu-
tion to a fixed-price contract may
count towards satisfying a cost-sharing
or matching requirement only if it re-
sults in:

(A) An increase in the services or
property provided under the contract
(without additional cost to the grantee
or subgrantee) or

(B) A cost savings to the grantee or
subgrantee.

(iv) The values placed on third party
in-kind contributions for cost-sharing
or matching purposes must conform to
the rules in the succeeding sections of
this part. If a third party in-kind con-
tribution is a type not treated in those
sections, the value placed upon it must
be fair and reasonable.

(d) Valuation of donated services—(1)
Volunteer services. Unpaid services pro-
vided to a grantee or subgrantee by in-
dividuals must be valued at rates con-
sistent with those ordinarily paid for
similar work in the grantee’s or sub-
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grantee’s organization. If the grantee
or subgrantee does not have employees
performing similar work, the rates
must be consistent with those ordi-
narily paid by other employers for
similar work in the same labor market.
In either case, a reasonable amount for
fringe benefits may be included in the
valuation.

(2) Employees of other organizations.
When an employer other than a grant-
ee, subgrantee, or cost-type contractor
furnishes free of charge the services of
an employee in the employee’s normal
line of work, the services must be val-
ued at the employee’s regular rate of
pay exclusive of the employee’s fringe
benefits and overhead costs. If the serv-
ices are in a different line of work,
paragraph (d)(1) of this section applies.

(e) Valuation of third party donated
supplies and loaned equipment or space.
(1) If a third party donates supplies,
the contribution must be valued at the
market value of the supplies at the
time of donation.

(2) If a third party donates the use of
equipment or space in a building but
retains title, the contribution must be
valued at:

(i) the fair rental rate of the equip-
ment or space for property donated by
non-governmental entities, or

(ii) a depreciation or use-allowance
based on the property’s market value
at the time it was donated for property
donated by governmental entities.

§645.310 What assurance must a State
provide that it will make the re-
quired matching expenditures?

In its State plan, a State must pro-
vide a written estimate of planned
matching expenditures and describe
the process by which the funds will be
tracked and reported to ensure that
the State meets its projected match
(section 403(a)(5)(A)({)(D)).

§645.315 What actions are to be taken
if a State fails to make the required
matching expenditures?

(a) If State match expenditures do
not satisfy the requirements of the FY
grant award by the end of the three
year fund availability period, the grant
award amount will be reduced by the
appropriate corresponding amount (i.e.,
the grant will be reduced by two (2)
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dollars for each one (1) dollar shortfall
in State matching funds) when the
grant is closed out.

(b) Compliance with the fifteen per-
cent (15%) administrative cost limit
will be recalculated based on the FY
formula grant award amount, as re-
duced under paragraph (a) of this sec-
tion.

Subpart D—State Formula Grants
Administration

§645.400 Under what conditions may
the Governor request a waiver to
designate an alternate local admin-
istering agency?

(a)(1) The Governor may include in
the State’s WtW Plan a waiver request
to select an agency other than the
local board or PIC to administer the
program for one or more local areas or
SDA’s in a State; or

(2) When the Governor determines
the local board or alternate admin-
istering agency has not coordinated its
expenditures with the expenditure of
funds provided to the State under
TANF, pursuant to section
403(a)(5)(A)(vii)(II) of the Act, the Gov-
ernor must request a waiver.

(b) The Governor shall bear the bur-
den of proving that the designated al-
ternate administering agency, rather
than the local board or other alternate
administering agency, would improve
the effectiveness or efficiency of the
administration of WtW funds in the
SDA. The Governor’s waiver request
shall include information to meet that
burden. The Governor shall provide a
copy of the waiver request and any sup-
porting information submitted to the
Secretary to the local board and CEO
of the local area for which an alter-
native administering agency is re-
quested.

(c) The local board and CEO shall
have fifteen (15) days in which to sub-
mit his or her written response to the
Department. The local board and CEO
shall provide a copy of such response to
the Governor.

(d) The Secretary will assess the
waiver information submitted by the
Governor, including input from the
local board and CEO in reaching the de-
cision whether to permit the use of an
alternate administering agency.
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(e) The Secretary shall approve a
waiver request if she determines that
the Governor has established that the
designated alternate administering
agency, rather than the local board or
other administering agency, will im-
prove the effectiveness or efficiency of
the administration of WtW funds pro-
vided for the benefit of the local area.

(f) Where an alternate administering
agency is approved by the Secretary,
such administrative entity shall co-
ordinate with the CEO for the applica-
ble local area(s) regarding the expendi-
ture of WtW grant funds in the local
area(s).

(g) The decision of the Secretary to
approve or deny a waiver request will
be issued promptly and shall constitute
final agency action.

§645.410 What elements will the State
use in distributing funds within the
State?

(a) Of the WtW funds allotted to the
State, not less than 85 percent of the
State allotment must be distributed to
the local areas or SDA’s in the State.

(1) The State shall prescribe a for-
mula for determining the amount of
funds to be distributed to each local
area or SDA in the State using no fac-
tors other than the three factors de-
scribed in paragraphs (2) and (3) of this
paragraph;

(2) The formula prescribed by the
Governor must include as one of the
formula factors for distributing funds
the provision at section
403(a)(5)(A)(vi)(I)(aa) of the Act. The
Governor is to distribute funds to a
local area or SDA based on the number
by which the population of the area
with an income that is less than the
poverty line exceeds 7.5 percent of the
total population of the area, compared
to all such numbers in all such areas in
the State. The Governor must assign a
weight of not less than 50 percent to
this factor;

(3) The Governor shall distribute the
remaining funds, if any, to the local
area or SDA’s utilizing only one or
both of the following factors:

(i) the local area or SDA’s share of
the number of adults receiving assist-
ance under TANF or the predecessor
program in the local area or SDA for 30
months or more (whether consecutive
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