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Summary 
LIHEAP statute and regulations prohibit other federal grants from being used to pay for the administration 
of LIHEAP services. (The exception is Assurance 16 services, the administration of which may be charged 
to other federal sources if allowable per those sources). When a resource supports both LIHEAP and other 
services, a reasonable cost allocation procedure must dictate how much of the resource is charged to 
LIHEAP and how much to other funding sources. 

A. Background 

1. 42 U.S.C. §8624(b)(9)(A) specifies that “the State may use for planning and administering [LIHEAP 
funds] an amount not to exceed 10 percent of the funds payable to such State”. 

2. 45 C.F.R. §96.88(a) specifies that all administrative costs count against the 10 percent limit, 
“regardless of whether the expenditure is incurred by the State, a subrecipient, a grantee, or a 
contractor of the State”. 

3. 42 U.S.C. §8624(b)(9)(B) requires that “the State will pay from non-Federal sources the remaining 
costs of planning and administering the program”. 

4. The State of Arizona dedicates a full 10 percent of its LIHEAP grant to administration, dividing this 
administrative portion between itself and its contracted service providers.  

5. Therefore, if providers charged other federal grants for the administration of LIHEAP, this would 
result in the State exceeding its 10 percent limit. 

B. Policy 

1. Except for LIHEAP services as described in 42 U.S.C. §8624(b)(16) (“Assurance 16” activities), 
LIHEAP providers may not use other federal grants to pay for the administrative costs associated 
with LIHEAP services. 

2. LIHEAP administrative costs are hereby defined as all costs excluding the following:  
a. The cost of physical energy resources given to clients, such as portable fuels or other 

materials defined as allowable per the ADES LIHEAP Policy and Procedure Manual; 
b. The cost of energy bill payments made to vendors on clients’ behalf; and 
c. The costs of intake staff to meet with clients, determine their need and eligibility, and 

define the assistance to be provided to them. These costs include staff salaries and fringe 
benefits. 

3. In cases where a resource is used for administration of both LIHEAP and other services, the 
provider must have a reasonable cost allocation procedure in place to determine what portion of 
that resource is charged to LIHEAP (cf. 2 C.F.R. §200.405(d)). 

4. The State may review agencies’ cost allocation procedures as a component of contract 
monitoring. While providers will be recognized as the experts on how their resources are utilized, 
the State will make a finding if a cost allocation is clearly erroneous. 

https://www.law.cornell.edu/uscode/text/42/8624
https://www.law.cornell.edu/cfr/text/45/96.88
https://www.law.cornell.edu/uscode/text/42/8624
https://www.law.cornell.edu/uscode/text/42/8624
https://www.law.cornell.edu/cfr/text/2/200.405

