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ACTI ON: The O fice of Managenment and Budget G rcul ar

A-87 and the HHS ASMB C- 10 require that costs
be allocated to all benefiting prograns based
on relative benefits derived. This nmeans that
if any program benefits from an activity or
cost, then costs nust be allocated to each
program Were nultiple prograns are invol ved,
a single program may not be designated as the
sole benefiting program (primary progran)j.

Exceptions are described in the G 10, Section
2-12 which permt deviation from the A-87
requi rements when the head of a Federal agency
determnes that the program |egislation
requires that the program absorb costs that
woul d normally be allocable to other prograns.
Cost shifting is not permtted by nost program
statutes, except where there is a specific
| egislative provision allowng such cost
shifting. Wile the fornmer AFDC program
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al | oned such an exception, t he TANF
| egislation that replaced AFDC does not permt
it being designated as the sole benefiting or
primary program Therefore, the TANF program
is subject to the cost allocation principles
of A-87.

State, Local and Tribal cost allocation plans
and indirect cost agreenents for the TANF
program nmust conply with this policy starting
in the State fiscal year beginning on or after
10/ 1/ 98. Submtted plans prepared based on
benefiting program and pending approval by
HHS Division of Cost Alocation wll be
approved starting 10/1/98. Submtted plans
prepared on a basis other than benefiting
program nust be resubmtted to reflect
benefiting programeffective no later than the
start of the next State fiscal year beginning
on or after 10/1/98.
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G ants and Acqui sition Managenent



