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§1303.5

The responsible HHS official may ap-
prove a waiver of all or a portion of the
non-federal match requirement on the
basis of the grantee’s written applica-
tion submitted for the budget period
and any supporting evidence the re-
sponsible HHS official requires. In de-
ciding whether to grant a waiver, the
responsible HHS official will consider
the circumstances specified at section
640(b) of the Act and whether the
grantee has made a reasonable effort to
comply with the non-federal match re-
quirement.

§1303.5 Limitations on development
and administrative costs.

(a) Limitations. (1) Costs to develop
and administer a program cannot be
excessive or exceed 15 percent of the
total approved program costs. Allow-
able costs to develop and administer a
Head Start program cannot exceed 15
percent of the total approved program
costs, which includes both federal costs
and non-federal match, unless the re-
sponsible HHS official grants a waiver
under paragraph (b) of this section that
approves a higher percentage in order
to carry out the purposes of the Act.

(2) To assess total program costs and
determine whether a grantee meets
this requirement, the grantee must:

(i) Determine the costs to develop
and administer its program, including
the local costs of necessary resources;

(ii) Categorize total costs as develop-
ment and administrative or program
costs;

(iii) Identify and allocate the portion
of dual benefits costs that are for de-
velopment and administration;

(iv) Identify and allocate the portion
of indirect costs that are for develop-
ment and administration versus pro-
gram costs; and,

(v) Delineate all development and ad-
ministrative costs in the grant applica-
tion and calculate the percentage of
total approved costs allocated to devel-
opment and administration.

(b) Waivers. (1) The responsible HHS
official may grant a waiver for each
budget period if a delay or disruption
to program services is caused by cir-
cumstances beyond the agency’s con-
trol, or if an agency is unable to ad-
minister the program within the 15 per-
cent limitation and if the agency can
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demonstrate efforts to reduce its devel-
opment and administrative costs.

(2) If at any time within the grant
funding cycle, a grantee estimates de-
velopment and administration costs
will exceed 15 percent of total approved
costs, it must submit a waiver request
to the responsible HHS official that ex-
plains why costs exceed the limit, that
indicates the time period the waiver
will cover, and that describes what the
grantee will do to reduce its develop-
ment and administrative costs to com-
ply with the 15 percent limit after the
waiver period.

Subpart B—Administrative
Requirements

§1303.10 Purpose.

A grantee must observe standards of
organization, management, and admin-
istration that will ensure, so far as rea-
sonably possible, that all program ac-
tivities are conducted in a manner con-
sistent with the purposes of the Act
and the objective of providing assist-
ance effectively, efficiently, and free of
any taint of partisan political bias or
personal or family favoritism.

§1303.11 Limitations and prohibitions.

An agency must adhere to sections
644(e), 644(g)(3), 653, 654, 655, 656, and
657A of the Act. These sections pertain
to union organizing, the Davis-Bacon
Act, limitations on compensation, non-
discrimination, unlawful activities, po-
litical activities, and obtaining paren-
tal consent.

§1303.12 Insurance and bonding.

An agency must have an ongoing
process to identify risks and have cost-
effective insurance for those identified
risks; a grantee must require the same
for its delegates. The agency must spe-
cifically consider the risk of accidental
injury to children while participating
in the program. The grantee must sub-
mit proof of appropriate coverage in its
initial application for funding. The
process of identifying risks must also
consider the risk of losses resulting
from fraudulent acts by individuals au-
thorized to disburse Head Start funds.
Consistent with 45 CFR part 75, if the
agency lacks sufficient coverage to
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