
NON-FEDERAL SHARE: 
A PROgRAmmAtic & FiScAL 
APPROAcH

J. Christopher Watkins &
Janet Buckley

Training & Technical Assistance Services, 
Western Kentucky University Research Foundation

If a 20% Match Is RequIRed:

(a)   divide the total federal funds by 80% 
to determine total project costs; 
(b)   subtract the federal portion from the 
total project costs.  the remainder is the 
20% match.

for example, if federal funds equal 
$500,000:
   $500,000 ÷ .80 (80%) = $625,000

   $625,000   (total Project cost)
      - $500,000    (federal funds)
   $125,000   (20% Match) 
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geneRAl diSCUSSion

 most grant programs require that Federal grant funds be matched 
proportionately with non-Federal funds or that the grantee participate to some extent 
in the cost of the project.

 “matching” requirements are frequently prescribed by congress in the 
authorizing legislation for the grant program and the requirements establish a limit on 
the amount of Federal financial participation in a project.  

 For example,  under the Head Start program administered by the U.S. 
Department of Health and Human Services,  Federal participation is limited to 80 
percent of the allowable costs in the approved project budget; the grantee is 
expected to contribute 20 percent of the project’s budget.  (45 cFR 1301.20).

 costs used to satisfy a grantee’s matching share or cost participation 
requirement may be met by using either or both of the following:

	Allowable costs incurred by the grantee (cash); and

	the value of third-party in-kind contributions (non-cash).

 the Federal participation level may be altered if a waiver has been granted 
(Head Start Act 640[b]). Waivers are granted on a one-time basis and require yearly 
approval by Regional Office.  (See page 28 for more information.)
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deFiniTionS

non-FedeRAl ShARe.  the amount that must be generated or obtained from local 
sources in order to match the Federal grant funds. Also known as matching 
Share.

ToTAl CoSTS.  All allowable Head Start costs incurred by the grantee in 
accomplishing the objective of the project during the budget period (usually 
12 months), including allowable in-kind contributions made by third parties.  
total costs do not include costs which are paid from sources that are not part 
of the approved budget (e.g., USDA costs for Head Start programs).

mATChing ShARe.  that portion of allowable costs not borne by the Federal 
government.  For Head Start, the matching share may be  cash or in-kind 
contributions.  match must be expended during the budget period along with 
the Federal funds.

CASh ConTRiBUTionS.  the grantee’s cash outlay, including the outlay of money 
contributed to the grantee by third parties (e.g., public agencies and 
institutions) and by private organizations and individuals.  cash match is 
counted only when it is spent on an allowable program cost, not when the 
cash is donated to the grantee.

in-Kind ConTRiBUTionS.  the value of non-cash contributions provided by 
the grantee,  by other public agencies and institutions,  and by private 
organizations and individuals.  in-kind contributions may consist of the value 
of real property and equipment and the value of goods and services directly 
benefitting the grant program and specifically identifiable to it.  in-kind match 
is counted for the period when the services are provided or when the donated 
goods are received and used.

AlloWABle.  Donations must be necessary and reasonable for proper and efficient 
performance and administration of Federal awards. to be authorized or 
not prohibited under State or local laws or regulations. to be consistent with 
policies, regulations, and procedures that apply uniformly to both Federal 
awards and other activities of the governmental unit, and conform to any 
limitations or exclusions set forth in these principles, Federal laws, terms and 
conditions of the Federal award, or other governing regulations as to types or 
amounts of cost items.

AlloCABle.  A cost is allocable to a particular cost objective if the goods or services 
involved are chargeable or assignable to such cost objective in accordance 
with relative benefits received.
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ReASonABle.   A cost is reasonable if, in its nature and amount, it does not exceed 
that which would be incurred by a prudent person under the circumstances 
prevailing at the time the decision was made to incur the cost. consideration 
shall be given to:

 
	 	Whether the cost is of a type generally recognized as ordinary and   

necessary for the operation of the governmental unit or the    
performance of the Federal award; and 

	 	the requirements imposed by such factors as: sound business    
practices; arms-length bargaining; Federal, State and other laws and   
regulations; and, terms and conditions of the Federal award.

USe AlloWAnCe.  Use allowance for buildings and improvements will be computed 
at an annual rate not exceeding two percent (2%) of acquisition cost. the use 
allowance for equipment will be computed at an annual rate not exceeding 
six and two-thirds percent (6.66%) of acquisition cost of usable equipment in 
those cases where the institution maintains current records with respect to such 
equipment on hand. Where the institution’s records reflect only the cost (actual 
or estimated) of the original complement of equipment, the use allowance 
will be computed at an annual rate not exceeding ten percent (10%) of such 
cost. 

dePReCiATion meThod.  Where depreciation method is followed, the period of 
useful service (useful life) established in each case for usable capital assets 
must take into consideration such factors as type of construction, nature of the 
equipment used, technological developments in the particular program area, 
and the renewal and replacement policies followed for the individual items or 
classes of assets involved. 

 the method of depreciation used to assign the cost of an asset (or group of 
assets) to accounting periods shall reflect the pattern of consumption of the 
asset during its useful life. in the absence of clear evidence indicating that the 
expected consumption of the asset will be significantly greater or lesser in the 
early portions of its useful life than in the later portions, the straight-line method 
shall be presumed to be the appropriate method.
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CoST ShARing oR mATChing ReFeRenCeS
LAW:

	the Head Start Act, as amended, contained in 42 U.S.c. 9801 et seq.; 
amended by the improving Head Start for School Readiness Act of 2007.

REgULAtiONS:
	45 cFR Part 74 Administration of grants (Non-Profit grantees)
	45 cFR Part 92 Administrative Requirements for grants to State and Local  

governments
	45 cFR Part 1301 through 1310 Head Start Program Regulations

REgULAtiONS WHicH PREScRiBE ALLOWABLE cOStS: 
	2 cFR 230 cost Principles for Non-Profit Organizations - replaces OmB 

circular A-122
	2 cFR 225 cost Principles for State, Local and tribal governments (including 

school systems) - replaces OmB circular A-87
	2 cFR 220 cost Principles for Educational institutions (institutions of Higher  

Education) - replaces OmB circular A-21

REgULAtiONS WHicH PREScRiBE ADmiNiStRAtivE REqUiREmENtS:
	2 cFR 215 for Non-Profits (replaces OmB circular A-110) 
	OmB circular A-102 for State & Local governments
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