COST ALLOCATION:

Cost Allocation Plans &
Indirect Cost Rates

Presentgd by Tonya Washington & Shalon Bogard = —
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Learning Objectives

|dentify who needs to have a CAP
|dentify the components of a CAP
|dentify who needs an ICR

Identify the elements of the ICR
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organization Need a CAP?
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ost Allocation Plan or ICR? (1of 2)
Jing to the Uniform Guidance:

2 CFR 200.56 Indirect (facilities and administrative) costs
Indirect (F&A) costs means those costs incurred for a common or joint purpose
benefitting more than one cost objective, and not readily assignable to the cost
objective benefitted, without undue effort disproportionate to the results achieved.

To facilitate equitable distribution of indirect expenses to the cost objectives served, it
may be necessary to establish a number of pools of indirect (F&A) costs. Indirect
(F&A) cost pools must be distributed to benefitted costs objectives on bases that will
produce an equitable result in consideration of relative benefits derived.

2 CFR 200.412 Classification of costs

[...]9ACOst may be direct with respect to some specif] " =Xe) func’rlon but
indireClith respect to the Federal award or QisEIRGIFCost '..;‘_,ﬂ_,erefore itis
essentic it each item of cost incurred e e treated con en’rly

gnces either as a direg

arging of Feg
aing =
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ost Allocation Plan or ICR? (2 of 2) '

Appendix IV to Part 200 Indirect Costs Identification and Assignment, and Rate

Determination for Non-profit Organizations:

A. Generdl
1. [...] After direct costs have been determined and assigned directly to awards or
other work as appropriate, indirect costs are those remaining 1o be allocated to
benefitting cost objectives. [...]

2 CFR 200.403 Factors affecting allowability of costs:

Except where otherwise authorized by statute, costs must meet the following
acral criteria in order to be allowable under Federal awards:
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ocation Plan (CAP) |

Definition 2 CFR 200.27

« Cost allocation
plan means cenftral
service cost

allocation plan or

public assistance
cost allocation plan
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Make
changes
prudently

ocation Plans

CAP subject to audit

— Meets cost
allocation
standards?

« Recommend
obtaining prior
auditor review
of CAP

— Costs allocated
consistent with
CAP?
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Step 2: Describe how shared direct costs
will be allocated to benefitting programs
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55 Certification by authorized official
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» Description of the
departments, types of
services, and staff functions of
the organization
corresponding to the
organization chart

nd and Mission .
Statement
[ Divisions }

Dreamstime.com
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xample: Case management division

« There are three case
managers and one lead
counselor in this division
serving WIOA Adult, Youth,
and Dislocated Worker
participants.

They provide the following services:
» Core and intensive assessment
services to enrollees
» Ongoing counseling and case
management services
> Assessment of need and
provision of appropriate
supportive services
» Follow-up services within the
organization or outside
agencies as appropriate
» Maintenance of case
management records
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xXpenses to be
Allocated

« All expenses of the
division are direct and
shared direct costs
combined into a single
pool.

Space and utility
costs allocated to
this division

The
expenses
iInclude:
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« Allocation bases used for distributing expenses 1o

benefitting cost objectives

Example: Case management division
« The pooled costs of this division are allocated to
» The WIOA Adult,
» Youth, and
» Dislocated Worker programs
on a monthly basis in proportion to the number of
pQrticipants currently enrolled in each progrom on
st working day of each month S
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Signed by an authorized official
- Chief Financial Officer
- Agency Director
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TN
y Found Mistakes

Avoid frequently
found mistakes
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INDIRECT COST RATES
ldentifty how to calculate an
Indirect cost rate
Why charge indirect costse

Why | would need a ratee
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WHY | WOULD NEED A RATE




DO INDIRECT COST RATES APPLY
TO NON-FEDERAL FUNDING?

ALL funding, Federal and non-Federal, is included in
rate calculation

Indirect cost rate allocates
pooled expenses to all activities,
including fundraising and non-
Federal activities
Once allocated, non-Federal
funding source determines if

indirect costs are allowable
charges to its Federal awards
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Indirect (F&A) costs
mean those costs
iIncurred for a common or
joint purpose but not
readily assignable to the
cost objectives
specifically benefitted,

without effort
disproportionate to the
results achieved

- Commonly referred to
as overhead costs

ALLOCATION OF INDIRECT COSTS

Method of allocation is an
Indirect Cost Rate (ICR)

agency for direct recipients, or pass-
though entity for subrecipients

«{ Approved by Federal cognizant }

Must apply for ICR within 90 days
after award
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INDIRECT COST
RATE CALCULATION

n indirect cost rate is simply a method used to
etermine what amount of indirect costs each
rogram (funding source) should pay

Direct Costs (base)

2018 WIOA Partner's Meeting



POOL VS. BASE

Typical Nonprofit Corporation, Inc.

Executive
Director
I | |
Fiscal Officer Sec/Recept Operating Programs
| |
HUD DOL Non-Federal
Programs Programs Programs

Base
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TYPES OF BASES USED
TO DETERMINE ICR

Direct salaries

Total direct costs




ICR PROPOSAL COMPONENTS

<

Organization Chart
Documentation of personnel expenses
Signed cost policy statement

ICR proposal

Personnel costs worksheet
Allocation of personnel worksheet
Fringe Benefits worksheet
Statement of total costs
Statement of Indirect costs
Audited financial statements
Certification
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35%

10% 10%

TYPES OF ICR

10 percent de minimis rate

Final Rate * Inlieu of a negotiated indirect
Determined after cost rate, if qualified to use
base period has * Applied against MTDC

* Can be used indefinitely until a
negotiated indirect cost rate is
requested

passed AECKT
RATES =
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D RATE APPLIES TO ALL GRANTS
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An ICR
allocates
Indirect costs
that cannot
be easily
allocated
without effort
disproportion
ate to the
results
achieved




THANK YOU

Tonya Washington, Senior Auditor Shalon Bogard, DWS Operations Manager
501-683-2062 Office 501-683-2448
tonya.washington@arkansas.gov shalon.bogard@arkansas.gov
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