DATE:

TULARE COUNTY WORKFORCE INVESTMENT BOARD, INC. | September 11, 2000

' WORKFORCE INVESTMENT ACT SUBJECT:
TITLE I ACTIVITIES
Allowable Costs
WIB DIRECTIVE WIB00-4
TO: Service Providers

SUBJECT: ALLOWABLE COSTS

EXECUTIVE SUMMARY

Purpose:

This Directive provides combined state, federal and local Workforce Investment Area (LWIA) guidance
regarding the general cost principles and allowable costs under the Workforce Investment Act (WIA).

Scope:

"his directive requires that all Service Providers expending WIA funds shall comply with federal, state, and
local procurement regulations and policies.

Effective Date:

This directive is effective on date of issue.
REFERENCES:

e EDD/WIADO00-1
e WIA Sections 117(£)(1), 129(c)(6), 134(c)(2) through (4), 181(d) and (e), and 188(a)(3)
e Title 20 Code of Federal Regulations (CFR), Final Rule, Sections 661.310, 667.200(c), and 667.260 through
667.270
Title 29 CFR Part 97.22
Title 29 CFR Part 95.27
Title 48 CFR Part 31, Contract Cost Principles and Procedures
Office of Management and Budget Circulars (OMB):
A-21 Cost Principles for Educational Institutions
A-87  Cost Principles for State and Local Governments (Attached)
A-122 Cost Principles for Non-Profit Organizations (Attached)
WIB Contracts with subrecipients (Service Providers)

TULARE COUNTY WORKFORCE INVESTMENT BOARD (WIB) — IMPOSED REQUIREMENTS:
This directive contains some WIB-imposed requirements. These requirements are indicated by bold, italic type.

FILING INSTRUCTIONS:



Retain this directive until further notice.
BACKGROUND:

The WIA Final Rule, Title 20 CFR 667.200(c) provides guidance regarding cost principles and allowable costs
and refers subrecipients to OMB circulars for specific requirements. The OMB circulars provide guidance
according to type of organization, and the guidance may vary from one circular to another (Circulars not
attached to this document can be obtained at http://www.whitehouse.gov/OMB/,) Educational institutions are
bound by OMB Circular A-21, governmental entities by OMB Circular A-87, nonprofit organizations by OMB
Circular A-122, and for-profit organizations by Title 48 CFR Part 31.

POLICY AND PROCEDURES:

The OMB circulars provide general principles and guidance on selected items of cost identifying allowable and
unallowable costs. Certain items are allowable only if approval is granted prior to the purchase. The WIA
Regulations Section 667.200(c) delegates the authority for granting prior approval for those selected items of
cost to the Governor. When planning purchases, service providers should refer to the appropriate OMB circular
and the current WIB contract to identify selected items of cost; the items differ by type of entity. If an item
requires prior approval, please submit your request in writing to:

Administrator
Tulare County Workforce Investment Board
4025 W. Noble Ave.
Visalia, CA 93278

The circulars require the federal agency to provide guidance regarding the purchase and construction of
acilities. Section 667.260 of the WIA Regulations prohibits the purchase or construction of facilities; a few
exceptions regarding renovation and repair are permitted as detailed in this section.

The WIA, its Regulations and local/WIB policies and directives provide guidance regarding allowable
activities. Expenditures of WIA funds are allowable only for those activities permitted by the WIA, the
Regulations and local WIB policies and procedures. Allowable activities include core, intensive, and training
services. Core, intensive, and training services are described in Section 134(c)(2), (3), and (4); additional
guidance regarding supportive services and needs related payments is provided in this section. The WIA
Section 129 details the allowable and unallowable activities for the youth program.

Among the sections of the Final Rule providing prohibitions against specific activities are Sections 667.260
through 667.270 and Section 661.310. When planning a program or expenditure, service providers are advised
to consult all relevant federal documents.

ACTION:
Bring this directive to the attention of all affected staff and all subrecipients.

INQUIRIES:
Please direct inquiries about this directive to the Workforce Investment Department, at (559) 737-4246, or 1-
800-367-8742.

éﬂ/flfj\ /LYL@«VJ
; H. Daniel
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August 29, 1997
MEMORANDUM FOR THE RECORD

FROM: Norwood J. Jackson
Deputy Controller
Office of Federal Financial Management

SUBJECT: Recompilation of OMB Circular A-87

I certify that the attached document constitutes a recompilation of Office of Management and Budget Circular
A-87, "Cost Principles for State, Local, and Indian Tribal Governments." The recompilation consists of the
last complete revision of the Circular published at 60 FR 26484 (dated May 4, 1995, published May 17,
1995), as further amended at 62 FR 45934 (August 29, 1997).

OMB CIRCULAR A-87 (REVISED 5/4/95, As Further Amended 8/29/97)

CIRCULAR NO. A-87
Revised

TO THE HEADS OF EXECUTIVE DEPARTMENTS AND ESTABLISHMENTS
SUBJECT: Cost Principles for State, Local, and Indian Tribal Governments

1. Purpose. This Circular establishes principles and standards for determining costs for Federal awards
carried out through grants, cost reimbursement contracts, and other agreements with State and local
governments and federally-recognized Indian tribal governments (governmental units).

2. Authority. This Circular is issued under the authority of the Budget and Accounting Act of 1921, as
amended; the Budget and Accounting Procedures Act of 1950, as amended; the Chief Financial Officers Act
of 1990; Reorganization Plan No. 2 of 1970; and Executive Order No. 11541 ("Prescribing the Duties of the
Office of Management and Budget and the Domestic Policy Council in the Executive Office of the
President").

3. Background. An interagency task force was established in 1987 to review existing cost principles for
Federal awards to State, local, and Indian tribal governments. The task force studied Inspector General
reports and recommendations, solicited suggestions for changes to the Circular from governmental units, and
compared for consistency the provisions of other OMB cost principles circulars covering non-profit
organizations and universities. A proposed revised Circular reflecting the results of those efforts was issued
on October 12, 1988, and August 19, 1993. Extensive comments on the proposed revisions, discussions with
interest groups, and related developments were considered in developing this revision.

4. Rescissions. This Circular rescinds and supersedes Circular A-87, issued January 15, 1981.

http://www.whitehouse.gov/OMB/circulars/a087/a087-all.html 11/29/2000



Office of Management and Budget Page 2 of 4

5. Policy. This Circular establishes principles and standards to provide a uniform approach for determining
costs and to promote effective program delivery, efficiency, and better relationships between governmental
units and the Federal Government. The principles are for determining allowable costs only. They are not
intended to identify the circumstances or to dictate the extent of Federal and governmental unit participation
in the financing of a particular Federal award. Provision for profit or other increment above cost is outside the
scope of this Circular.

6. Definitions. Definitions of key terms used in this Circular are contained in Attachment A, Section B.

7. Required Action. Agencies responsible for administering programs that involve cost reimbursement
contracts, grants, and other agreements with governmental units shall issue codified regulations to implement
the provisions of this Circular and its Attachments by September 1, 1995.

8. OMB Responsibilities. The Office of Management and Budget (OMB) will review agency regulations and
implementation of this Circular, and will provide policy interpretations and assistance to insure effective and
efficient implementation. Any exceptions will be subject to approval by OMB. Exceptions will only be made
in particular cases where adequate justification is presented.

9. Information Contact. Further information concerning this Circular may be obtained by contacting the
Office of Federal Financial Management, Financial Standards and Reporting Branch, Office of Management
and Budget, Washington, DC 20503, telephone 202-395-3993.

10. Policy Review Date. OMB Circular A-87 will have a policy review three years from the date of issuance.
11. Effective Date. This Circular is effective as follows:

- For costs charged indirectly or otherwise covered by the cost allocation plans described in Attachments C, D
and E, this revision shall be applied to cost allocation plans and indirect cost proposals submitted or prepared
for a governmental unit's fiscal year that begins on or after September 1, 1995.

- For other costs, this revision shall be applied to all awards or amendments, including continuation or
renewal awards, made on or after September 1, 1995.

Attachments

OMB CIRCULAR NO. A-87

COST PRINCIPLES FOR
STATE, LOCAL AND INDIAN TRIBAL GOVERNMENTS

TABLE OF CONTENTS
Attachment A - General Principles for Determining Allowable Costs
Attachment B - Selected Items of Cost
Attachment C - State/Local-Wide Central Service Cost Allocation Plans
Attachment D - Public Assistance Cost Allocation Plans

Attachment E - State and Local Indirect Cost Rate Proposals

A PP LAY Y e T
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