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Maximizing Benefits of Using the Cost Sharing Method for Program Income

This memorandum clarifies the eligibility of using the cost sharing method for program income
earned under awards administered by the Service's Wildlife and Sport Fish Restoration Program
(WSFR). Under the Uniform Administrative Requirements, Cost Principles, and Audit
Requirements for Federal Awards (2 CFR 200, 78 FR 78590, December 23, 2013) program
income is defined as allowable under an award, and three methods are described as to how
program income may be applied, including the cost sharing method. The governing regulations
at 50 CFR 80 (75 FR 46150, August 1, 2011) also support all three methods, but according to
50 CFR 80 Subpart I - Program Income, cost sharing for program income may be used only
with the approval of the Regional Director and only when certain other criteria are met.
In 2004, a Director's Order was published that restricted using the cost sharing method for
program income under WSFR awards to only defined extraordinary circumstances. Prior
financial assistance regulations supported the decisions that led to this limiting approach. The
regulations at 2 CFR 200, effective 2014, clarify how to apply the cost sharing method and led
WSFR to reconsider our approach. The cost sharing method allows States to use program
income as matching funds under the award. States are facing increasing challenges in securing
sufficient matching funds, especially considering the increased Federal funds available during
recent years in the Wildlife Restoration Program. Therefore, WSFR is updating our policy and
allowing States to propose using the cost sharing method for program income for current and
future awards.
Following is guidance for WSFR staff to support States in applying the cost sharing method for
program income. The major concern for WSFR is ensuring that earning program income is
incidental and not the primary purpose of the award. The project must clearly focus on eligible
activities under the grant program. We welcome further interactions on this topic and are
hopeful that allowing this method as a viable option for States to address cost share needs will
improve overall efficiency and effectiveness of the programs. Following a period of applying
this approach and receiving feedback, WSFR will update Service Manual chapter 522 FW 19.
Please contact Lisa Van Alstyne, Chief, WSFR Policy Branch at 703-358-1942 if you have
questions or feedback.
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Summary:
This guidance clarifies that the cost sharing or matching method for program income earned
under an award is allowable for awards administered under the Wildlife and Sport Fish Restoration Program.
Notes:
The regulations at 2 CFR 200 define this method for using program income as “cost sharing or
matching.” For ease of reading in this document, we will use the term “cost sharing,” with the understanding
that the term is interchangeable with “matching.” 50 CFR 80.123 is being revised to indicate both terms.
When referencing questions and answers specific to 50 CFR 80, we may use the term “State”
instead of “recipient” because the State fish and wildlife agency is the primary award recipient under these
programs and subprograms. When using the term “recipient” it also refers to subrecipients, as applicable
under regulations.
Audience:

WSFR Staff/Recipients

Programs:
This guidance applies to Wildlife Restoration, Sport Fish Restoration, Basic and Enhanced
Hunter Education, and other programs administered under the regulations at 50 CFR 80. Therefore, citations in
the guidance include references to 50 CFR 80 as an authority. 50 CFR 80.54(c) specifically disallows activities
conducted for the primary purpose of producing income, which is relevant to this guidance. The ability to use
the cost sharing method for program income is allowable under 2 CFR 200, so portions of this guidance not
specific to 50 CFR 80 applies to other WSFR-administered mandatory programs, and to discretionary programs
except as described in paragraph K., unless otherwise restricted under statute or program specific regulations.
Background: Under the regulations at 2 CFR 200 that govern financial assistance, there are three methods
that recipients may use when disposing of program income. These are: Deduction, Addition, and Cost sharing.
The cost sharing method allows recipients to use program income to meet the cost sharing or matching
requirements of the Federal award. Under regulations at 50 CFR 80 that implement the Wildlife Restoration
and Sport Fish Restoration Programs, the cost sharing method is listed as allowable, but only with the approval
of the Regional Director and additional requirements at 50 CFR 80.123.
Applying the cost sharing method for program income for programs regulated at 50 CFR 80 was addressed by
WSFR Chiefs and the Joint Federal/State Task Force for Federal Assistance Policy (JTF) considering the Acts and
cost principles at 43 CFR 12. A JTF recommendation led to Director’s Order 168, Program Income from Federal
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Assistance Grants (see Attachment), which was signed by the Director on March 11, 2004 outlining limited
circumstances under which the cost sharing method could be considered. A major JTF discussion point focused
on the view that all program income was treated as Federal funds and thus violated the required non-Federal
match requirement under many WSFR-administered financial assistance programs. Director’s Order 168 was
superseded by Service Manual Chapter 522 FW 19, issued December 19, 2005. Updated regulations at 2 CFR
200, issued December 26, 2013 clarifies that program income used under the cost sharing method is treated as
non-Federal funds (See paragraph H.) and led WSFR to reconsider our approach. This guidance emphasizes
that the cost sharing method for program income is allowable and gives supporting information for using it.
We will issue this as interim guidance and update the Service Manual chapter.
Authorities:

Financial Assistance: Wildlife Restoration, Sport Fish Restoration, Hunter Education and Safety,
50 CFR 80, 76 FR 46150, August 1, 2011
Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal
Awards, 2 CFR 200

Definitions:
Cost sharing or matching means the portion of project costs not paid by Federal funds (unless otherwise
authorized by Federal statute). (2 CFR 200.29)
Program income means gross income earned by the non-Federal entity that is directly generated by a
supported activity or earned as a result of the Federal award during the period of performance. (2 CFR 200.80)
Guidance:
A. Would this approach be limited to only sport fish- or wildlife-related projects? No, this approach is
allowable for all eligible activities under 50 CFR 80 (Ex: boating access, hunter/angler/shooter education,
aquatic education, facilities, etc.), as long as the project is not for the primary purpose of generating income
and meets all other legal and program requirements. This approach is allowable for all financial assistance
programs, unless prohibited or restricted by statute, regulation, or policy.
B. How must a recipient treat program income? The recipient must account for income received from these
activities in the project records and dispose of it according to the terms of the award. (50 CFR 80.121)
Examples of program income are at 2 CFR 200.80 and 50 CFR 80.120.
C. May a recipient deduct costs associated with generating program income? If authorized by Federal
regulations or the Federal award, recipients may deduct costs incidental to generating program income from
gross income to determine program income, provided these costs have not been charged to the Federal
award. (2 CFR 200.307(b)) You may deduct these costs using the requirements at 50 CFR 80.122(a).
D. What methods are allowable for using program income? There are three methods allowed under the
regulations at 2 CFR 200.307(e) and 50 CFR 80.123 - Deduction, Addition, and Cost sharing:
Deduction

Ordinarily program income must be deducted from total allowable costs
to determine the net allowable costs. Program income must be used for
current costs unless the Federal awarding agency authorizes otherwise.
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Addition

Cost sharing

Program income that the non-Federal entity did not anticipate at the time
of the Federal award must be used to reduce the Federal award and nonFederal entity contributions rather than to increase the funds committed
to the project.
With prior approval of the Federal awarding agency, program income may
be added to the Federal award by the Federal agency and the non-Federal
entity. The program income must be used for the purposes and under the
conditions of the Federal award.
With prior approval of the Federal awarding agency, program income may
be used to meet the matching requirement of the Federal award. The
amount of the Federal award remains the same.

E. What program income actions are ineligible under 50 CFR 80? Activities conducted for the primary purpose
of producing income are not eligible. (50 CFR 80.54) The primary purpose must support eligible activities and
the grant programs’ establishing authorities.
F. What conditions apply to program income under other WSFR-administered program regulations? See the
Appendix for other WSFR-administered program regulations and how they address program income.
G. What requirements apply to match? Match must be in the form of cash or in-kind contributions. Unless
authorized by Federal law, the non-Federal entity must not: (1) Use as match Federal funds or the value of an
in-kind contribution acquired with Federal funds; or (2) Use the cost or value of an in-kind contribution to
satisfy a match requirement if the cost or value has been or will be used to satisfy a match requirement of
another Federal award, cooperative agreement, or contract, unless specifically authorized by Federal statute.
(50 CFR 80.85) Additional requirements for match are found at 2 CFR 200.29 and 200.306.
H. Is program income treated as non-Federal or Federal funds? Program income is applied according to the
method used. When using the cost sharing method, the entire amount of the program income may be used as
match and is therefore treated as non-Federal funds.
(1) If program income is used under the deduction method, it would be used to reduce both the Federal
award and the non-Federal cost sharing, in proportion to their share of total project costs.
(2) If program income is used under the addition method, both the Federal award and the non-Federal
cost share are increased in proportion to their share of total project costs, with the percentage of
minimum match still being satisfied, even with the additional funds.
(3) If program income is used under the cost sharing method, the entire amount of program income may
be used to meet the cost sharing or matching requirement of the Federal award. (2 CFR 200.307(e))
I. Does allowing recipients to use program income as match violate the Wildlife Restoration Act, Sport Fish
Restoration Act, or other cost share requirements by removing recipient responsibility for contributing to
the project (maintenance of effort)? No. For financial assistance programs that require a cost share, the Acts
or regulations will address the requirements for the amount or percentage that the recipient is required to
contribute to the award. However, in the context of the cost sharing method, the funds received as program
income are treated as matching funds, not Federal funds (See paragraph H). Recipients have a responsibility to
make sure that the primary purpose of the award is met and they must assume responsibility for accounting
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for, monitoring, documenting, and reporting program income. The Federal government allows the method as
part of the grantor/recipient partnership for the greater good.
J. What is the greatest challenge to using this method for projects regulated under 50 CFR 80? The greatest
challenge is ensuring that projects remain focused on the eligible purposes of the award. WSFR staff must
review proposals ensuring that proposals submitted for WR and SFR funding do not have the primary purpose
of creating match, with conservation or recreation objectives incidental to revenue production. States and
other applicants must clearly demonstrate the primary conservation/recreation objectives and program
income as a secondary benefit. (50 CFR 80.54(c))
K. May an applicant use the cost sharing method for program income toward overmatch when applying to a
competitive grant program that awards points for additional non-Federal match? No. Program income is
projected and must not be used to garner additional points in a competitive ranking process. The uncertainty
of program income creates an unfair and potentially unattainable advantage when used toward criteria that
may ultimately determine if a project is awarded. If an award is approved and the recipient earns incidental
program income during the period of performance, they may use the cost sharing method to replace any nonFederal funds offered as required match during the application process.
L. May recipients apply more than one method for using program income in an award? Yes, with prior
approval from WSFR. Recipients may propose using a combination of methods for applying program income to
an award, but must describe how they intend to use each method and receive prior approval from WSFR.
Recipients must follow any associated terms and conditions in an award.
M. Why would an applicant want to request approval to apply more than one method for using program
income in an award? The option to apply more than one method for using program income would be
potentially beneficial if actual program income earned exceeds the projected amount and what is needed to as
match for the award. 2 CFR 200.307(e) states that when the Federal awarding agency authorizes the additive
or cost sharing approaches, program income in excess of any amounts specified in the proposal must be
applied using the deductive method to overall total expenditures.
When program income is disbursed using the deductive method, the recipient uses the program income to
reduce the Federal award and non-Federal entity contributions, rather than to increase the funds committed
to the project. This means that both the Federal and non-Federal share would be reduced by the program
income in the same proportion as dictated by the program, in most cases 75% Federal and 25% non-Federal.
This would result in leaving some amount of the obligated Federal share unliquidated at the close of the
award. Under the Wildlife Restoration and Sport Fish Restoration programs, these unliquidated Federal dollars
either recover to the State Fish and Wildlife Agency for re-obligation to a future, subsequent award, or they
revert. For States with low or zero safety margins, this process is not ideal and may result in the State reverting
Federal program funds, which is what States and WSFR are trying to avoid.
Applicants may request approval to use the cost sharing method for program income earned up to the amount
of the required cost share, and to use the additive method for any program income earned in excess of that
amount that is earned under the award. The additive method allows for any additional program income to be
used to increase the overall amount of funds committed to the award, resulting in no Federal program dollars
being left unliquidated at the close of the award.
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N. Are their requirements for when program income is applied to an award? Yes. For States, payments are
governed by Treasury-State CMIA agreements and default procedures codified at 31 CFR Part 205 “Rules and
Procedures for Efficient Federal-State Funds Transfers” and TFM 4A-2000 Overall Disbursing Rules for All
Federal Agencies. (2 CFR 200.305(a)) For other recipients, to the extent available, the non-Federal entity must
disburse funds available from program income before requesting additional cash payments. (2 CFR
200.305(b)(5))
O. Are there additional resources available to assist in considering how to apply program income and how to
correctly complete standard reporting forms at the close of an award? Yes. Additional resources are being
developed and are available at: https://fawiki.fws.gov/display/WSFR/Program+Income+Cost+Share+Guidance
P. What are the benefits of using the cost sharing method? Benefits include:
(1) Greatly enhancing the recipient’s ability to match Federal funds. Reduces the amount of funds lost to
the programs due to insufficient match.
(2) Responding to real-world challenges faced by recipients.
(3) Encouraging full disclosure, disposal, and reporting of program income.
(4) Encouraging applicants to submit proposals that include match that is clearly allowable, reducing the
need and/or desire to propose overly creative match arrangements that cannot be sustained under
current regulations and for which WSFR staff must deny use.
(5) Implementing a recommendation from the DOI Office of Inspector General to encourage and support
recipients using the cost sharing method.
(6) Enhancing the ability for WSFR to work more effectively with our partners.
(7) Allowing WSFR to be proactively engaged as a partner in assisting recipients, as much as we can, in
addressing emerging challenges.
(8) Asserting that there are no legal or regulatory barriers to endorsing this method.
(9) Allowing recipient direct contributions for match to be reduced, allowing recipients to increase funds
available for other allowable activities under the program.
Q. What are concerns of using the cost sharing method and WSFR’s response? We objectively considered
what negative impacts might occur with increased use of this method. Most concerns are recipient-centric and
would be addressed on a recipient-by-recipient basis. However, we support increasing the flexibility in using
this method and assisting recipients in these or other concerns that may arise. Concerns identified are that
using the cost sharing method for program income:
(1) Creates an increased workload by establishing that program income is not the primary purpose,
documenting program income, ensuring budgets and numbers match, and monitoring.
 We feel that the benefits of flexibility and openly supporting recipients ability to consider using
another source of eligible match, outweighs the burdens.
(2) WSFR, States, and other recipients have not been actively supporting using this method in the past, so
there is a learning curve and obstacles to accepting this method as a viable alternative.
 If challenges are identified that WSFR can assist with, we do so through guidance or other
available and relevant means.
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(3) Using the cost sharing method may create an advantage to those recipients with the ability to
generate program income over those recipients that may lack similar abilities.
 We are hoping that announcing this change in allowing the flexibility to use the cost sharing
program income method will encourage all recipients to consider this option.
(4) If States begin charging for services that are now provided for free in order to generate revenue to use
as match, there could be a public outcry.
 This is an issue for States to consider when making decisions. WSFR has no role in those
decisions.
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APPENDIX
WSFR-administered program

Current regulatory citations regarding program
income

Boating Infrastructure Grant Program

50 CFR 86:
§ 86.77 How must I treat program income?
(a) You must follow the applicable program income
requirements at 2 CFR 200.80 and 200.307 if you
earn program income during the period of
performance.
(b) We authorize the following options in the
regulations cited at paragraph (a) of this section:
(1) You may deduct the costs of generating program
income from the gross income if you did not charge
these costs to the grant. An example of costs that
may qualify for deduction is maintenance of the BIGfunded facility that generated the program income.
(2) Use the addition alternative for program income
only if:
(i) You describe the source and amount of program
income in the project statement according to §
86.43(k)(2); and
(ii) We approve your proposed use of the program
income, which must be for one or more of the
actions eligible for funding at § 86.11.
(3) Use the deduction alternative for program
income that does not qualify under paragraph (b)(2)
of this section.
(c) We do not authorize the cost sharing or matching
alternative in the regulations cited at paragraph (a)
of this section.
(d) For BIG Tier 1-State grants with multiple projects
that you may complete at different times, we
recommend that States seek our advice on how to
apply for and manage grants to reduce unintended
program income.
(e) If your project is completed before the end of the
period of performance, we recommend you notify us
and ask for advice on how to adjust the period of
performance to manage potential program income.

Clean Vessel Act Program

50 CFR 85:
§ 85.44 Fee charges for use of facilities.
A maximum of a $5.00 fee may be charged, with no
justification, for use of pumpout facilities
constructed, operated or maintained with grant
funds. If higher fees are charged, they must be
justified before the proposal can be approved. Such
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proceeds shall be retained, accounted for, and used
by the operator to defray operation and
maintenance costs as long as the facility is needed
and it serves its intended purpose. The maximum fee
shall be evaluated for inflation, etc., each year.
Endangered Species Act grants

No specific requirements in regulation. Follow 2 CFR
200.

National Coastal Wetlands Conservation Grant
Program

Program income is limited to $15 million per year by
the Coastal Wetlands Planning, Protection and
Restoration Act.
50 CFR 84
§ 84.48 What are the procedures for acquiring,
maintaining, and disposing of real property?
(a)(5) If rights or interests obtained with the
acquisition of coastal wetlands generate revenue
during the Grant Agreement period, the State will
treat the revenue as program income and use it to
manage the acquired properties. If the State sells or
leases real property, the State must treat the
proceeds as program income and return the money
to the Federal Aid program regardless of the grant
period.

8

ATTACHMENT

9

10

11

12

13

