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Allowable costs
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What are Cost Principles?

•
 

Set of government-wide rules
•

 
Applicable to all Federal grants

•
 

Define conditions for charging costs
–

 
Allowable & unallowable costs

–
 

Direct & Indirect costs
–

 
Descriptions 
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Required?

•
 

Incorporated by reference
–

 
Uniform Administrative Standards

• 29 CFR 97.22
• 29 CFR 95.27

–
 

WIA Regulations
• 20 CFR 668.840
• 20 CFR 667.200(c)
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Cost Principles

•
 

OMB Circular A-87
•

 
OMB Circular A-122

•
 

OMB Circular A-21
•

 
48 CFR Part 31

•
 

45 CFR Part 74, Appendix E

Presenter
Presentation Notes
Slide 2 - Cost Principles

The cost principles are a set of standards that govern how and when costs may be charged to a Federal grant.  The documents in which these standards are found vary by type of organization.  The principles apply to all organizations that receive Federal funding and are contained in:
  OMB Circular A-87.  This Circular applies to activity conducted by State, local and Indian Tribal governments. A-87 also covers State schools.
  OMB Circular A-122.  This Circular applies to activity conducted by non-profit organizations which are not covered by other applicable cost principles.
  OMB Circular A-21.  This Circular applies to activity conducted by institutions of higher education.  In other words, post-secondary colleges and universities.  It does not apply to proprietary schools.  These institutions are covered by the principles contained in either A-122 or the FAR, depending on the type of organization.  As stated earlier, A-87 covers State schools.
  48 CFR Part 31 contains the cost principles applicable to commercial organizations.  These organizations are defined as “private-for-profit” and are acting as recipients or subrecipients of federal funds. Title 48 is commonly referred to as the Federal Acquisition Regulations or FAR.
  45 CFR Part 74, Appendix E contains the cost principles for hospitals that are recipients or subrecipients of federal funds.  Hospitals may be for-profit or non-profit organizations, but are governed by these regulations rather than the circular or regulation applicable to their type of organization.  It’s very rare for hospitals to be recipients of ETA grant funds.
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OMB Circulars A-87 & A-122

Circular Structure

•
 

Attachment A—
 

Cost Principles
•

 
Attachment B—

 
Selected Items of Cost

•
 

Attachment C—
 

Indirect Cost Plans (A-87)
•

 
Some variations between Circulars

Presenter
Presentation Notes
Slide 3 – A-87 & A-122

The two OMB Circulars most used by ETA funded organizations are A-87 and A-122.  These Circulars are similar in nature and in the manner they are written.  Attachment A contains the cost principles or standards that define allowable costs.  Attachment B contains descriptions of a number of different items of cost, including definitions and information regarding their allowability in federal grant programs.  Attachment C describes Indirect Costs.  There are some variations between the Circulars, however, they are conceptually very similar.
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Federal Cost Principles

•
 

Reasonable & Necessary
–

 
“proper & efficient”

–
 

“prudent person theory”
•

 
Allocable
–

 
Clearly benefit program

–
 

Both direct & indirect costs

Presenter
Presentation Notes
Slide 4 - Federal Cost Principles

Regardless of where the principles may be found or how they are described in the various Circulars and regulations, they are the same for all Federal grant programs.  There are 10 basic standards or principles covered within the cost principles that must be met before any cost may be charged to a grant, either as an indirect or a direct cost.  Each circular displays or names these standards in a slightly different manner, but all 10 are found somewhere in each set of requirements.   I’m sure you are familiar with these standards, but let’s review them:

Reasonable and necessary.  For a cost to be allowable, it must first be determined as necessary to carry out the goals of the grant.  After the decision of necessity, reasonableness must be evaluated.  Often “reasonable” is described as an amount that a prudent person would pay in like circumstances.  “Necessary” means the cost is required in order to carry out the requirements of the grant or needed for the “proper and efficient” operation of the grant.

Allocable.  A grant may only be charged for its fair share of costs.  This means that costs may not be charged to a grant if they don’t benefit the grant activity. The requirements apply to both direct and indirect costs.  Requirements and proper methods for cost allocation will be discussed in Module II-4.
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Federal Cost Principles

•
 

Authorized or not Prohibited
–

 
Federal, State, local law or regulations

•
 

Consistent with the Rules
•

 
Consistent Treatment
–

 
Across time

–
 

Direct & indirect costs

Presenter
Presentation Notes
Slide 5 – Federal Cost Principles

Authorized or not prohibited.  Costs may not be charged to a grant if the costs or the activities they are associated with are not authorized by or if they are specifically prohibited by the grant legislation, regulations, or State or local laws and regulations, whichever is more restrictive.

Consistent with the rules.  This means that costs must be incurred to support the grant, consistent with governing statutes, regulations, and official awarding agency policies.

Consistent treatment.  This means that costs must receive the same accounting treatment as similar costs of the organization incurred in like circumstances.  It also means that a cost booked to one cost objective may not be booked to a different cost objective in a later period when the incurrence of the costs was for similar purposes in both instances.
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Federal Cost Principles…

•
 

Not Used as Match
–

 
Unless specifically authorized

•
 

Documented
–

 
Traceable to source documentation

•
 

Consistent with GAAP
–

 
Accounting standards & treatment

Presenter
Presentation Notes
Slide 6 – Federal Cost Principles…

Not used as match.  If expenditures are used to satisfy cost-sharing or match requirements of a grant, such as the formula Welfare-to-Work grant, then they may not also be charged as a grant cost.  The only exception to this rule is if the use of Federal funds for matching purposes is specifically authorized in statute or regulation.  For example, the Access to Jobs program funded by the Department of Transportation specifically authorizes the use of Welfare to-Work grant funds as match for its program.  However, these exceptions are rare.

Documented.  All costs charged to Federal grants must be sufficiently documented.  This means that costs must be supported by source documents such as invoices, personnel activity reports, etc.  All costs reported on Federal financial reports must be traceable to original source documentation.

Consistent with GAAP.  The books of account for Federal grant programs must be maintained in accordance with the requirements contained in Generally Accepted Accounting Principles.  For example, maintaining adequate time records for employees or ensuring the proper classification of costs within the books of account.  GAAP is a set of standards prepared by the Government Accounting Standards Board.
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The last of them…

•
 

Conform to limitations/exclusions

•
 

Net of applicable credits

Presenter
Presentation Notes
Slide 7 – More Federal Cost Principles…

Conform to exclusions.  This means that costs must not be charged to a federal grant if the costs must be excluded from allocation or charging because they are unallowable, prohibited, exceed cost limitations or are otherwise unallowable.  An example would be costs (direct and/or indirect) that exceed the administrative cost limitations specified in WIA.

Net of applicable credits.  This means that any credits such as rebates or refunds must be deducted from the grant costs and only the net costs charged to the Federal grant.
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Additional Guidance

•
 

ASMB C-10
–

 
Issued by HHS

–
 

Implementation of A-87
•

 
DOL Indirect Cost Guide
–

 
Issued by DOL/OASAM

–
 

Non-Profit Grantees
–

 
Indirect Costs

Presenter
Presentation Notes
Slide 8 – Additional Guidance

Additional information on the requirements contained in OMB Circular A-87 can be found in a publication called “ASMB C-10".  This is an implementation guide for A-87 that was developed by the Department of Health and Human Services.  Organizations not subject to A-87 will also find the information useful.  It provides clarification and insight into all aspects of the Circular, including development of Cost Allocation Plans and clarifies or provides guidance on the requirements of the Circular.  It is written in a question and answer style and divided into sections that correspond to the Attachments of A-87.

There is also a publication prepared by the Department of Labor’s Office of Cost Determination.  It is an Indirect Cost Guide for Non-Profit Organizations and contains extensive coverage of the requirements for developing and submitting Indirect Cost Rate Proposals.  This document also contains a copy of OMB Circular A-122 and should prove helpful to organizations in the development of any required Indirect Cost Rate proposals.

Both of these documents are available for downloading from the Internet.  Appendix C contains a listing of Internet addresses for HHS and DOL, as well as OMB.
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Allowable Costs

•
 

Many defined in Circulars
–

 
Attachment B –

 
Selected items of costs

• A-87 & A-122
–

 
48 CFR 31.205

–
 

A-21, Section J
•

 
Program regulations
–

 
Allowable/prohibited activities

• 20 CFR 668.340-350
• 20 CFR 667.260-268

Presenter
Presentation Notes
Slide 9 – Allowable Costs
The Circulars contain not only the requirements for determining the overall allowability of costs charged to Federal grants, but they also define and describe the proper treatment of many costs.  These requirements are referred to as “Selected Items of Cost” and are addressed in Attachment B to both OMB Circular A-87 and A-122.  For OMB Circular A-21, the selected items of cost are found in in Section J, and in the regulations governing commercial organizations they are at 48 CFR 31.205. 

It is important to remember that although an item of cost may normally be allowable or unallowable, specific legislation or grant documents may supercede the Circulars.  For example, many program regulations also address allowable and/or prohibited activities that may be conducted with grant funds.  If the activity is prohibited, then all costs associated with that activity would also be unallowable.
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Selected Items of Cost

•
 

3 types of Costs
–

 
Allowable

–
 

Unallowable
–

 
Allowable with Conditions

•
 

If Cost not Treated-
–

 
Principles of necessary and reasonable apply

Presenter
Presentation Notes
Slide 10- Selected Items of Cost
While the Circulars are similar for the various types of organizations, they are not the same.  This is apparent when reviewing the selected items of cost that are addressed in the Circulars.  Not all of the cost principles address the same items.  Not all of the cost principles use the same terminology when dealing with a particular item of cost.  And, certainly, not all allowable costs are addressed by the cost principles.  Then addressing the selected items of cost, the Circulars distinguish between 3 types of costs:
Allowable.  When incurred as a result of allowable grant activity, the costs are allowable for reimbursement.  For example, professional services costs such as audit services, are allowable.
Unallowable.  The cost cannot be charged to the grant, regardless of why the cost was incurred.  For example, alcoholic beverages are unallowable costs.
Allowable with conditions.  These are costs that may be allowable provided that the conditions specified in the Circulars, legislation, or grant award have been complied with.  For example, severance pay may be an allowable grant cost; however, there are differences between costs of mass layoff and normal layoff.
While there are approximately 90 different costs treated within the various circulars and regulations, many of these costs are particular to a single type of organization.  For example, OMB Circular A-21 treats the costs of deans of faculty.  This cost is applicable only to institutions of higher education.  As a result, there are many allowable costs that are not treated or explained within the cost principles.  If a cost is not treated, then the organization must apply the ten basic principles - including reasonableness, necessity, and allocability- before charging a Federal grant.  In other words, if a cost is one that is necessary to carry out the requirements of the legislation and not treated in the Circulars, then the cost would be allowable only to the extent it is reasonable.
You are urged to review the list of selected items of cost very carefully in order to incur only allowable costs.  Attachment 1 to Chapter 5 of the TAG contains a list of many costs that are addressed by the various Circulars and regulations.  As you can see, sometimes the cost is allowable under one set of rules and not allowable under another set of rules.  In these instances, an organization MUST comply with the applicable rules.
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Approval Conditions

•
 

If prior approval requirement exists
–

 
BEFORE incurring cost

• Must be requested in writing
• Must be approved

–
 

May exist in grant agreement
•

 
Approval requests to Grant Officer

Presenter
Presentation Notes
Slide 11 - Approval Conditions

Often, one of the conditions in determining allowability is the requirement to obtain prior approval before an organization incurs a cost.  For example, certain types of property require prior approval be obtained before the purchase is allowable.  If prior approval is required for a cost to be allowable, then the grantee or subgrantee must obtain this from the appropriate ETA or awarding agency authority.   In order to streamline the approval process, this authority has been delegated to the Governor for the formula grants.  All LWIA grantees must obtain their approval from the Governor.  Subgrantees must also receive approval from the Governor, through a request to their awarding agency.  For direct grantees, prior approval authority remains with the DOL grant officer.  

It is important to remember that the definition of “prior” is BEFORE.  This means that in order for the cost to be allowable, the request for approval must be made AND approved in writing before incurring the cost.  Remember, at times, this approval may be contained in the grant agreement.
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Examples

•
 

Advertising/Public Relations
–

 
Outreach not treated

•
 

Capital Assets
–

 
Equipment and Real Property

•
 

Personal Services Costs
–

 
Includes salaries, benefits, etc.

–
 

Leave, severance & other pay

Presenter
Presentation Notes
Slide 12 - Some examples

As was stated earlier in this presentation, many costs are allowable under one Circular and unallowable under another.  In addition, sometimes costs will be allowable under the Circular and unallowable according to regulations or vice versa.  We are going to go over just a few of the costs that may prove to be problematical for you when determining if they are allowable for reimbursement under the grant.
Advertising and public relations costs are items that often cause confusion within the employment and training community.  Advertising costs are narrowly defined (as the cost of media) and are only allowable for hiring of staff or procurement.  Public relations costs are also allowable, but the costs associated with lobbying activities are not.  There are also some minor differences in language between the rules.  In addition, A-87 and A-122 contain some specific costs of advertising or public relations that are prohibited.  The rules regarding these costs should be carefully reviewed before charging them to the grant.  The costs associated with outreach activities are not treated in the Circulars and are specifically authorized activities under WIA grants for such activities as providing program information to the potential customer and employer.  However, you are again cautioned to carefully review what types of costs are charged to outreach to ensure compliance with the Circulars.
The next item of cost is capital expenditures or capital assets.  These are addressed in all the cost principle circulars and regulations.  They are defined as costs associated with the acquisition of equipment, real property, which includes land and buildings, and other assets including renovation costs that increase the value or useful life of an item.  Most of these costs are described as allowable with prior approval.  However, both the WIA and the WtW programs specifically prohibit the use of grant funds for real property.  We will discuss exceptions later in the presentation.
Compensation for personal services is allowable under all the Circulars.  However, they are treated differently among the circulars.  For example, all costs associated with personal services such as wages, fringe benefits, severance pay, etc. are treated as one item under OMB Circular A-87 while A-122 treats each part of the cost separately.  All Circulars require the costs of personnel to be charged to appropriate activities and programs, and based on a time distribution system.
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More Examples

•
 

Leasing
–

 
Capital leases

•
 

Meetings
–

 
Including costs of meals

•
 

Interest Costs
–

 
Cost of borrowing

–
 

Allowable as part of time purchases

Presenter
Presentation Notes
Slide 13 – More Examples

The allowability of leasing costs depends on the purpose.  Generally, the costs of leasing equipment are allowable.  Leases of buildings or real property are limited to operating leases.  It should be noted that capital leases, or lease purchase agreements, are unallowable under WIA.  

The costs of conducting meetings, including providing meals, are allowable under OMB Circular A-122, provided the costs meet the standards for allowability.  OMB Circular A-87 imposes more restrictive conditions and addresses the costs of meetings under the cost standard for public relations.  Meetings must be related to grant purposes.  Costs of meetings should be carefully scrutinized to ensure no entertainment costs are included. Food costs are allowable, so long as such food costs are part of a working lunch, or lunch while listening to an invited speaker.  The key is that food costs must be related to work being accomplished. 

Interest costs are another category where the allowability of the costs depends on the purpose for which the cost was incurred.  Interest costs associated with equipment and real property are normally allowable provided they are reasonable and allocable to the grant.  On the other hand, the costs of interest related to borrowing money for day to day operating costs is unallowable.
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Conditions

•
 

Pre-Award Costs
–

 
Approval required

–
 

Ordinarily not allowable
•

 
Training & Education
–

 
Generally allowable

–
 

Relate to grant purposes
•

 
Memberships
–

 
Depends on type of membership

Presenter
Presentation Notes
Slide 14 – Conditions

Pre-Award costs are not allowable under OMB Circular A-21, but they are allowable with prior approval under the remaining circulars and regulations.  Pre-award costs are not allowed for formula grantees, and other grantees or subgrantees incur such costs at their own risk.

Training and education costs are generally allowable provided the costs are incurred in support of  and related to grant activities.  These costs typically include capacity building costs for staff and board members or the costs associated with continuous improvement activities.

The costs of memberships are, again, generally allowable and will depend on the type of membership.  Membership in community or business organizations would normally be considered allowable costs, while the costs of a golf club membership, no matter how much networking goes on, would not be allowable.
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Unallowable

•
 

Entertainment 
–

 
WIA

 
Youth recreation distinctions

–
 

Be careful with employee morale costs
•

 
Losses

•
 

Fines & Penalties
•

 
Contingency Reserves

Presenter
Presentation Notes
Slide 15 – Unallowable

The selected items of cost also address costs that are unallowable under the Circulars.

The first cost here is entertainment.  Entertainment costs are specifically prohibited by all the Circulars.  This also includes entertainment costs incurred for “employee morale” purposes.  Under WIA, the costs of recreation activities for youth are allowable as are participation inducements such as ball game tickets for attaining certain educational or training goals.

Also unallowable are losses on other awards.  Any excess of costs over income on any award is unallowable as a cost of any other award.

Any fines or penalties incurred as a result of violating Federal, state, or local laws are normally unallowable.

Finally, creation of or contributions to a contingency reserve or “rainy-day” fund are normally unallowable. A self-insurance fund, if properly administered, is allowable.
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WIA Unallowable Costs

•
 

Legal expenses for prosecution of claims
–

 
Unallowable

–
 

Audit appeals to ALJ
–

 
Civil actions 

Presenter
Presentation Notes
Slide 17 – WIA Specific Provisions

Legal expenses are generally allowable costs.  However, both the Circulars and the WIA regulations prohibit the charging of legal costs that are incurred to prosecute a claim against the Federal government.  These unallowable costs include the costs associated with appeals to the ALJ for audits or investigations, or any civil actions brought by a grantee against the government.
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Prohibited Activities

•
 

Employment Generating
–

 
Specific exceptions

•
 

Sectarian Activities
–

 
Limited by 29 CFR 37.6(f) & Section 181(b)

–
 

Final regulations issued July 12, 2004
•

 
Business relocation

•
 

Displacement of workers

Presenter
Presentation Notes
Slide 21 – Prohibited Activities
The WIA regulations prohibit the costs associated with certain specified activities.  These activities are:

Employment generating activities.  Costs associated with this activity are unallowable unless they meet the exceptions listed in the regulations.  The exceptions are employer outreach and job development activities directly related to participants.  Examples of these allowable exceptions would be employer roundtables and the costs of OJT.

Public Service Employment.  These costs are unallowable under WIA unless they are incurred as part of disaster relief projects.  For other programs, however, public service employment may be an allowable activity.  The SCEP allows public service employment as does the WtW program, under certain programmatic conditions and circumstances.

Sectarian Activities.  These costs are also prohibited.  However, activities may be conducted in sectarian facilities and the costs associated with maintenance would then be allowable.  For example, paying for child care services located within a sectarian facility is allowable, whereas paying for training to become a minister would not be allowable.  Faith-based organizations provide allowable support services under many programs. 

Business Relocation. The regulations also prohibit the use of WIA funds for business relocation, if the relocation results in the loss of an employee’s job at the original location in the U. S.  The use of WIA funds for customized or skill training, on-the-job training, or company-specific job applicant assessments is prohibited for the first 120 days a relocated business operates in the new location.  The regulations also require that the State develop specific pre-award criteria prior to providing WIA funds to a new or expanding business to ensure compliance with this requirement. 
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Real Property

•
 

Purchase or construction prohibited
•

 
WIA Title I exceptions
–

 
Compliance with ADA or Rehabilitative 
Services requirements

–
 

SESA-owned or JTPA-owned & transferred
–

 
Job Corps facilities

–
 

Disaster relief projects

Presenter
Presentation Notes
Slide 19 – Real Property

Both the WIA and the WtW programs prohibit the use of grant funds for the purchase or construction of real property.  This includes the use of grant funds to pay the mortgage costs associated with buildings originally bought with JTPA funds.  However, Title I of WIA does provide certain exceptions to the prohibition.

1.  Costs incurred to meet the obligations to provide both physical and programmatic accessibility and reasonable accommodation in compliance with the Americans with Disabilities Act (ADA) or the Rehabilitation Services Act of 1973.

2.  Renovations or improvements to SESA owned buildings or to buildings bought with JTPA funds and the equity transferred to the WIA program.

3.  Job Corps facilities.  These costs are authorized by WIA at Section 160(3)(B).

4.  To fund disaster relief employment projects, including demolition, repair, and renovation of damaged buildings.  

If these conditions are met, then grantees would be governed by the Circular requirements for capital assets or expenditures.
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Time Distribution

•
 

Time & attendance records (PAR)
–

 
Various methods

•
 

Time sampling methods
–

 
Cognizant agency approval

•
 

Measurable work outputs
•

 
Use also for allocating non-personnel costs

Presenter
Presentation Notes
Slide 13 - Time Distribution

A time distribution system is a formal method for accumulating labor costs associated with specific programs.  The most common time distribution system involves the use of time sheets or personnel activity reports (PARs) to record the actual time spent on a particular activity or cost objective during a given period.  There are however, alternatives to time and attendance records that will satisfy time distribution requirements.   For example, if a staff person is assigned to perform work associated solely with a single cost objective, it is not necessary to complete a daily time sheet.  Negative time reporting is also an option. The exact method used and the documentation requirements for that method will vary depending on the cost involved and the circumstances under which it was incurred.

Time sampling methods are also allowable.  The specific requirements for using time sampling can be found in the OMB Circulars. The Department of Education also issued policy on sampling methods and these are included as Attachment 1 to Chapter II-8.  There are conditions about statistical validity, time frames and other issues that have to be considered when using time sampling methodologies.  In addition, both governmental and non-governmental direct grantees must have the approval of the cognizant agency prior to using time sampling as a mechanism to distribute labor costs,  and non-profit organizations subject to OMB Circulars A-122 and A-87(found in Attachment B, Item 11, (h)(6)(2)) must obtain approval from their cognizant Federal agency to use time sampling methods as a time distribution system.

Measurable work outputs may also be used to distribute costs in certain circumstances.  This is known as “output based” allocation and we will discuss it next.

Whatever method is used to distribute labor costs must be documented.  You may also use the results of time distribution as an allocation base for the distribution of non-personnel costs.  For example, telephone costs might be allocated on the basis of direct labor hours.
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Allocating Personnel Services

•
 

Based on documented & approved 
payrolls

•
 

Supported by time distribution system
•

 
Method of allocation & support for 
allocation varies

•
 

Major part of allocated costs

Presenter
Presentation Notes
Slide 12 - Allocating Personnel Services

The costs of staff salaries, wages, and fringe benefits should be based on documented and approved payrolls.  All personnel services costs must be supported by some type of time distribution system that allows for the proper classification of these costs to cost objectives.  If the costs are pooled or charged to an intermediate cost objective, the method used to allocate those costs and the supporting documentation required will vary depending on it’s treatment within the accounting system.  Personnel services and associated costs provide the majority of allocated costs in the ETA-funded grant programs and the documentation to support allocations must be carefully developed and used to ensure compliance.
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Treatment of Costs

•
 

Consistent treatment
–

 
In accounting system

–
 

Over time
•

 
Measuring benefit
–

 
Critical requirement of cost allocation

–
 

Benefit determines allocation

Presenter
Presentation Notes
Slide 6 - Treatment of Costs

Costs must receive consistent treatment in the books of account and the treatment must be consistent over time. In addition, treatment must be consistent with what would be charged to the non-grant funds for the same product or services.  For example, if a cost is treated as a direct cost to a final cost objective of a WIA grant in one quarter, then the same cost incurred for the same purpose may not be assigned to a cost pool and allocated to a final objective in a subsequent quarter. 

Measuring benefit is a critical requirement and the central task of the cost allocation process.  In order for a cost to be allowable, there must be a benefit received by the specific program being charged.  Costs may only be charged to the extent that the program receives a benefit.  Often, the extent of that benefit is not readily identified and the program or a particular reporting category only receives a partial benefit.  It is these costs that are subject to cost allocation.
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Types of Costs

•
 

Direct
–

 
Single cost objective

•
 

Shared
–

 
Multiple cost objectives, or

–
 

Multiple fund sources
•

 
Indirect
–

 
Overhead

Presenter
Presentation Notes
Slide 4 - Types of Costs

There are 3 separate categories of costs.  These are direct costs, shared costs and indirect costs.  Direct costs are clearly assignable to a single final cost objective and do not require any further breakdown.  For example, the costs of the case manager for an organization that is wholly funded by the Title IB youth program would be assignable to the Program cost category.

Shared costs are costs that cannot initially be charged to a single final cost objective, but are chargeable instead to multiple cost objectives within a single funding source, to multiple funding sources and a single cost objective, or to some combination of the two.  These costs may be program or administrative costs and are within the department or organization incurring the costs. 

The third category of costs are the indirect costs.  These costs are also known as overhead or general and administrative or GandA costs.  They are most often administrative type costs incurred in support of the programs but which cannot be readily identified as a specific program cost.  They may originate either within the recipient organization or department or in another department that support the overall operations of the organization.  Indirect costs are charged back to the program through an indirect cost plan.  Guidance for the development of organization wide indirect cost allocation plans is contained in the appropriate OMB Cost Principles Circulars.  We will be discussing cost allocation plans later in this presentation.

Cost allocation requirements apply to the shared and indirect costs and it is those costs that we will focus on today
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Indirect Costs

•
 

Allowable to Extent
–

 
Contained in Indirect Cost Allocation Plan

–
 

Approved by cognizant Federal Agency, if 
required

•
 

Generally overhead costs of organization

Presenter
Presentation Notes
Slide 16 - Indirect Costs

Indirect costs are also allowable grant costs.  These costs are often referred to as G and A or overhead costs.  Indirect costs reimbursable under a grant are only allowable to the extent that they have been identified in an Indirect Cost Allocation Plan or are billed in accordance with a negotiated indirect cost rate.  For the most part, these plans must also be submitted to and approved by the organization’s cognizant Federal agency. Exemption from prior approval will be found in the applicable OMB cost Circular.  Indirect costs will also be discussed in Module II-4 of this training which addresses cost allocation issues.
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Cost Allocation Plans

•
 

Written documentation of 
–

 
Direct and allocated costs

–
 

Allocation methods used
•

 
Supported by formal accounting records

•
 

Signed by authorized agency official

Presenter
Presentation Notes
Slide 17 - Cost Allocation Plans

A cost allocation plan is the written documentation prepared by an organization that describes and supports both the joint or indirect costs and the allocation methods used to distribute them. The allocation plan must be supported by the formal accounting records of the agency or organization and signed by an authorized representative of the organization. Costs should then be  allocated in accordance with the descriptions contained in the cost allocation plan.



eta EMPLOYMENT AND TRAINING ADMINISTRATION  
UNITED STATES DEPARTMENT OF LABOR

Grantees Subject to: 
OMB CIRCULAR A-87

•
 

At least one source of direct
 

Federal funding
•

 
More than one source of revenue 
(Federal and Non-Federal)

-
 

Cost Allocation Plan (CAP), OR
-

 
Indirect Cost Rate (ICR)

SUBJECT TO COGNIZANT AGENCY REVIEW 
AND APPROVAL
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Types of CAP’s

•
 

Indirect Cost Plan
–

 
Addressed in Circulars

–
 

Federal Agency approval
•

 
Cost Allocation Plan of the Organization
–

 
Shared costs

–
 

Awarding agency approval

Presenter
Presentation Notes
Slide 18 - Types of CAP’s

There are two types of Cost Allocation Plans.  First, there is the Indirect Cost Plan used to recapture general indirect costs of the organization.  The specifications for the development of these plans are found in the OMB Circulars, the regulations, and additional guidance from both the DOL Office of Cost Determination and the Department of Health and Human Services.

The second type of plan is the Cost Allocation Plan of the organization.  This type of plan provides the documentation for allocation of joint or shared costs and is also referenced in the Indirect Cost Rate Proposal approved for the overall Indirect Cost Plan.  It is this type of plan that we will be discussing today.
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