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for the performance of their own ad-
ministrative functions are classified as 
administrative costs. 

(2) Costs incurred by recipients and 
program operators for administrative 
functions listed in § 641.856(b) are clas-
sified as administrative costs. 

(3) Costs incurred by vendors and 
sub-recipients performing the adminis-
trative functions of recipients and pro-
gram operators are classified as admin-
istrative costs. (See 29 CFR 99.210 for a 
discussion of factors differentiating 
sub-recipients from vendors.) 

(4) Except as provided in paragraph 
(b)(3) of this section, all costs incurred 
by all vendors, and only those sub-re-
cipients below program operators, are 
classified as programmatic activity 
costs. (See 29 CFR 99.210 for a discus-
sion of factors differentiating sub-re-
cipients from vendors.) 

(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 programmatic activity 
costs to the benefiting cost objectives/ 
categories based on documented dis-
tributions of actual time worked or 
other equitable cost allocation meth-
ods. 

(d) The allocable share of indirect or 
overhead costs charged to the SCSEP 
grant are to be allocated to the admin-
istrative and programmatic activity 
cost categories in the same proportion 
as the costs in the overhead or indirect 
cost pool are classified as pro-
grammatic activity or administrative 
costs. 

(e) Costs of the following information 
systems including the purchase, sys-
tems development and operating (e.g., 
data entry) costs are charged to the 
programmatic activity 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 sub-recipients? 

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

(b) SCSEP recipients must ensure 
that sufficient funding is provided for 
the administrative activities of sub-re-
cipients 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 sub-recipients receive suffi-
cient funding for their administrative 
activities. (OAA § 502(b)(1)(R)). 

§ 641.864 What functions and activities 
constitute programmatic activity 
costs? 

Programmatic activity costs include, 
but are not limited to, the costs of the 
following functions: 

(a) Participant wages, such benefits 
as are required by law (such as work-
ers’ compensation or unemployment 
compensation), the costs of physical 
examinations, compensation for sched-
uled work hours during which a host 
agency is closed for a Federal holiday, 
and necessary sick leave that is not 
part of an accumulated sick leave pro-
gram, except that no amounts provided 
under the grant may be used to pay the 
cost of pension benefits, annual leave, 
accumulated sick leave, or bonuses, as 
described in § 641.565; 

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

(c) Participant training, as described 
in § 641.540, which may be provided be-
fore commencing or during a commu-
nity service assignment, and which 
may be provided at a host agency, in a 
classroom setting, or using other ap-
propriate arrangements, which may in-
clude reasonable costs of instructors’ 
salaries, classroom space, training sup-
plies, materials, equipment, and tui-
tion; 

(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, 
to enable an individual to successfully 
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participate in a SCSEP project, as de-
scribed in § 641.545. (OAA § 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 
§ 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, such as liability 
insurance, payments for workers’ com-
pensation for staff, costs associated 
with achieving unsubsidized placement 
goals, and other operation require-
ments imposed by the Department; 

(ii) The number of community serv-
ice assignment positions in the project 
or the number of minority eligible in-
dividuals participating 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 costs incurred to carry out the 
project necessarily exceeds 13.5 percent 
of the grant amount. (OAA § 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 benefits? 

(a) Except as provided in § 641.874 or 
in paragraph (c) of this section, not 
less than 75 percent of the SCSEP 
funds provided under a grant from the 
Department must be used to pay for 
wages and benefits of participants as 
described in § 641.864(a). (OAA 
§ 502(c)(6)(B)). 

(b) A SCSEP recipient is in compli-
ance with this provision if at least 75 
percent of the total expenditure of 
SCSEP funds provided to the recipient 
was for wages and benefits, even if one 
or more sub-recipients did not expend 
at least 75 percent of their SCSEP sub- 
recipient award for wages and benefits. 

(c) A SCSEP grantee may submit to 
the Department a request for approval 
to use not less than 65 percent of the 
grant funds to pay wages and benefits 
under § 641.874. 

§ 641.874 What conditions apply to a 
SCSEP grantee request to use addi-
tional funds for training and sup-
portive service costs? 

(a) A grantee may submit to the De-
partment a request for approval— 

(1) To use not less than 65 percent of 
the grant funds to pay the wages and 
benefits described in § 641.864(a); 

(2) To use the percentage of grant 
funds specified in § 641.867 to pay for ad-
ministrative costs as described in 
§ 641.856; 

(3) To use the 10 percent of grant 
funds that would otherwise be devoted 
to wages and benefits under § 641.873 to 
provide participant training (as de-
scribed in § 641.540(e)) and participant 
supportive services to enable partici-
pants to successfully participate in a 
SCSEP project (as described in 
§ 641.545), in which case the grantee 
must provide (from the funds described 
in this paragraph) the wages for those 
individual participants who are receiv-
ing training from the funds described 
in this paragraph, but may not use the 
funds described in this paragraph to 
pay for any administrative costs; and 

(4) To use the remaining grant funds 
to provide participant training, job 
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